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Introduction

1. The Issues and the Sources

Did big business play a significant part in Adolf Hitler’s rise to power?
Did German capitalists undermine the Weimar Republic? Did they fi-
nance the Nazi Party? Did they use their influence to help secure Hitler’s
appointment as chancellor? Beginning in the early 193o0s and continuing
down to the present, such charges have been repeatedly made. They
form the core of one of the earliest and most persistent explanations for
the origins of the Third Reich. That explanation accords a decisive role
to big business and classifies Hitler’s regime as a manifestation of cap-
italism. That view has proved too doctrinaire and reductionist for most
historians, who prefer analyses that take a larger range of factors into
consideration. Yet because of the surface plausibility of the charges lev-
eled against big business and the ceaseless repetition of those charges,
even mainline historians have, with few exceptions, felt obliged to in-
clude big business support among the factors contributing to the tri-
umph of Nazism. If the charges against big business are valid, however,
it scarcely suffices—as has been the widespread practice—to allude to
hostility toward the Weimar Republic on the part of the business com-
munity, to mention the names of a few purported capitalist patrons of
Nazism, and to cite some incidents that suggest endorsement of Hitler’s
quest for power by big business. If the capitalists of Germany in fact
sabotaged the Republic, if they in fact bankrolled the massive party ma-
chinery with which Hitler rode to power, and if they in fact made effec-
tive use of influence in high places on behalf of his installation in the
chancellorship, then mainstream historical interpretations of the Third
Reich’s origins would have to be radically revised. Until the role of big
business is clarified, a major question mark will thus continue to hang
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over efforts to identify the causes of one of history’s most reprehensible
regimes.

This question mark persists, at least in considerable part, because of a
deficiency of research. Legions of historians have painstakingly analyzed
the weaknesses of the Weimar Republic and minutely documented de-
velopments at the national, regional, and local levels that contributed to
the growth and spread of Nazism. Analyses gf Germany’s cultural and
intellectual traditions and social structure have provided explanations
for Nazism’s appeals. Other studies have closely scrutinized the roles
played by the military, by the political rivals and collaborators of the
Nazis, and by numerous other components of German society. The Nazi
Party itself has become the focus of an extensive body of detailed schol-
arship. But in contrast to the abundance of investigation into such topics,
research into the political role played by big business has attained only
very modest proportions. Publications on that subject have, moreover,
been marred by grave qualitative defects. Some that long passed as im-
portant contributions have proven so unfounded and unreliable as to be
virtually useless.! Others are too hobbled by ideological constraints to
merit serious consideration.? Still others violate the rules of historical
scholarship so flagrantly as to render them worthless.? In recent years
scrupulous and thoroughly researched studies have begun to appear,
but these have thus far dealt only with partial aspects of the question.*

The aim of this book is to provide a comprehensive examination of the
questions raised above. It spans the period from the inception of the
Nazi Party through the first months of the Third Reich. It begins with an
analysis of the place of big business in the Weimar Republic and its role
in republican politics. There follows an examination of the early years of
the Nazi Party and the attitudes of its leaders—especially Adolf Hitler—
toward economic questions. Most of the book is then devoted to scrutiny
of the documented contacts between the Nazis and the men who pre-
sided over the business community. This study represents the first
attempt to view those contacts from both sides and within the full eco-
nomic and political context so to assess the motives of both Nazis and big
businesmen, as well as their perceptions of each other. The book’s ul-
timate goal is to provide answers to the above questions which are
grounded in all the available evidence.

One reason for the paucity of research on this topic lies in the assump-
tion, widespread for many years, that insufficient evidence would pre-
clude any comprehensive inquiry. At the outset of the research for this
book, well-intentioned colleagues cautioned that documentation would
pose problems. That proved to be the case, but not in the sense they had
in mind. Instead of a dearth of evidence, its daunting abundance quickly
became a major difficulty. The voluminous documentation collected for,
and generated by, the trials of major industrialists on war crimes charges
at Nuremberg after World War I1 turned out to have been assessed only
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in very cursory fashion. Even more important, the archives of major
German corporations yielded up large amounts of hitherto unexam-
ined, high-quality documentation from the period in question. Fortu-
nately, most of the executives who presided over those corporations in
the 1920s and early 1930s had not yet become attuned to that deadly
enemy of the historian, the telephone. They preferred to exchange let-
ters with each other and with a wide variety of other people, including
many active in political life. And they had excellent staffs that preserved
the letters and other communications they received, as well as carbon
copies of their communications to others, and much additional relevant
documentation. In orderly German fashion, those materials found their
way into well-organized company archives that, with remarkably few ex-
ceptions, were sucessfully shielded from the ravages of World War I1.
The decision, on the part of the latter-day successors to those executives,
to open some of the major corporate archives of Germany to historical
research made this book possible and has raised the level of scholarly
discourse on its subject by a quantum leap.

One historian has charged, with reference to some preliminary studies
of mine on certain aspects of the subject, that the contents of the Ger-
man corporate archives cannot be relied upon.® Any incriminating ev-
idence, he has argued, might well, for all anyone knew, have been
removed before historians were given access. A number of considera-
tions undercut the validity of that charge, however. It is, first of all, very
difficult to expunge completely any important items from a substantial
body of correspondence. If something of significance to the correspon-
dents is involved, some trace of it almost invariably eventually appears
elsewhere in their exchanges. Only wholesale destruction of documents
can obliterate such evidence. But such obliteration is difficult, if not im-
possible, to achieve in large-scale organizations which have to maintain
complex systems of internal communication in order to function effec-
tively. This is demonstrated by the experience of IG Farben. During the
final months of World War II Farben’s management ordered the de-
struction of many categories of documents at the firm’s Frankfurt head-
quarters, including the minutes of the meetings of its chief executive
bodies.® Nevertheless, despite the burning of an estimated fifteen tons of
documentation, it has proved possible to reconstitute, to a very large
degree, the records of those executive bodies as well as of the firm’s
operations since copies of the minutes of important meetings and other
vital documents had been sent, at the time of their inception, to Farben’s
executive offices in other parts of Germany, where they have survived.
As a consequence, sufficient documentation escaped destruction to pro-
vide the evidentiary basis for the trial and conviction of Farben executives
on war crimes charges at Nuremberg and for searching scholarly studies
of the firm’s policies and operations.” There is no evidence of at-
tempts to destroy deliberately the other corporate records used here.
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Nor are there grounds to suspect a “cleansing” of those records designed
to remove damaging documents. Surely, if such efforts had been under-
taken they would have concentrated on the period after the Nazi take-
over rather than on that dealt with in the present study. Yet in the cases
of two of the major collections drawr} upon here, Flick and Krupp, abun-
dant incriminating evidence on the period 1933-1945 survived to serve
as the basis for war crimes convictions. Only those who have actually
done research in one of the major corporate archives of Germany can
fully appreciate the magnitude of the obstacles that stood in the way of
any temptations to remove evidence. Short of total destruction of their
contents, the volume and complexity of the collections would have ne-
cessitated the allocation, over a considerable period of time, of much
skilled and completely reliable personnel to the task of reading and eval-
uating thousands of documents. From all indications no such allocation
was made for the corporate archives used here. Those archives repre-
sent a priceless mine of contemporaneous documentation of the highest
quality for the subject of this book, as well as for many other subjects.
Their contents provide nothing less than unique opportunities for ex-
amining the behavior of large, modern corporations and their execu-
tives, as no comparable degree of access is possible to the records of such
corporations in other major industrial countries for so recent a period.

A few observations also seem appropriate with regard to the use made
here of testimony given during, or in preparation for, the Nuremberg
war crimes trials. Accounts of past events rendered under such circum-
stances clearly do not represent the optimal form of historical evidence.
But the historian must take into consideration all the evidence, and so
much information on the subject of this book came to light at Nurem-
berg that no choice remains except to scrutinize and assess it with due
caution. The need for caution becomes, however, less great in a number
of instances in which Nuremberg witnesses (many of whom were not
themselves under indictment) were questioned about the same matters
repeatedly—often after considerable lapses of time—and nevertheless
gave essentially consistent accounts. In other instances the accounts of
two or more witnesses can be checked against each other or against sur-
viving documentation from the period in question. I have sought to
maximize such tests of reliability by examining all the relevant Nurem-
berg testimony, including the seldom used pre-trial interrogations. I
have also sought to indicate to the reader those points at which I draw
upon Nuremberg testimony, pointing out (sometimes in the notes) the
nature of that evidence and any aspects of it that seem germane to as-
sessing its reliability. The critical reader will wish to take that informa-
tion into consideration.

The task of citing the evidence used in this volume is complicated by
the unsettled state of a relatively recent body of documentation. Some of
the documents which I used in one repository have now been moved to
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another. Others are accessible in microfilm collections as well as in archi-
val form. Some, such as certain Nuremberg documents, appear in two or
more collections under various designations. Still others have been pub-
lished. As a rule, I have cited the repositories or collections where I my-
self located the documents used here, indicating, where known, the
present location of those which have been moved. Only in the case of
impeccable scholarly editions have I relied on published versions of ma-
terials I originally used in archival form.

This book has been long in the making. It was preceded by a succes-
sion of articles (listed in the bibliography) in which readers can find
fuller treatments of some of the more technical and detailed aspects of
the topic. One purpose of those preliminary studies was to test the valid-
ity of my initial interpretations by giving other scholars an opportunity
to challenge them. As the published exchanges to which those studies
gave rise attest, that proved a fruitful approach, and its results are re-
flected in these pages. A further purpose of those preliminary studies
was to encourage other scholars to bring forward additional relevant
evidence. That, too, has been realized. It now seems clear that enough
evidence has been brought to light to justify the summing up that this
book represents.

2. Big Business in the Weimar Context

The concept of big business exists in both English and German, where,
to be sure, it takes a variety of forms, such as Grossindustrie, Grossunter-
nehmen, Grosswirtschaft, or, in the period covered by this study, simply die
Wartschaft. Yet, despite its frequent use, that concept is rarely defined
with any precision.! In this volume it will denote large-scale private en-
terprises owned and operated by Germans in the fields of commerce,
finance, industry, and insurance. Since railways and most bus lines, as
well as city transport systems, had long since been taken over by govern-
ment, and since air travel still amounted to only a minor factor, trans-
portation falls outside this definition. So do utilities such as those
providing electrical power and water, as they were either operated mu-
nicipally or by large public-private enterprises in which various govern-
ment entities usually enjoyed a dominant position. In addition, an
appreciable portion of industrial enterprise rested in public hands dur-
ing the Weimar Republic, not because of any far-reaching socialization
but rather because the national and state governments had inherited a
large number of factories and mines from the political entities that had
comprised the Empire that collapsed in 1918.%2 Because such publicly
owned or dominated enterprises did not form part of the private sector
and could not operate as free agents in the political sphere, they are not
included in the definition of big business applied in this study.

A basic problem in any definition of big business lies in how to deter-
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mine size. Writers who have attempted to use the term systematically
have employed a number of criteria for the purpose of measurement,
including the number of employees, the annual turnover, capitalization,
and total assets. For this study the most appropriate yardstick is Nominal-
kapital, or the book value of issued stock. Virtually all of the largest firms
in Weimar Germany operated as joint-stock corporations (Aktiengesell-
schaften), and an abundance of readily accessible statistical data permits a
quite precise delimitation of size in line with that criterion. As a some-
what arbitrary cutoff point, the bottom level of Nominalkapital qualifying
a firm for inclusion in Weimar big business will be set here at twenty
million post-stabilization marks. This appears justifiable statistically since
the number of firms increases rapidly while their size diminishes appre-
ciably below that level. Also, the application of that cutoff point pro-
duces an assemblage of enterprises that encompasses all those usually
considered part of big business by contemporaries and scholars alike.®
Although this is not a study in economic history, a glance at some
characteristics of the firms that comprised Weimar big business may be
helpful for readers not acquainted with its distinctive features. To begin
with its quantifiable aspects, big business in the first German Republic
was marked by a very high degree of capital concentration. The 158
Aktiengesellschaften operating in 1927 with Nominalkapital of twenty mil-
lion marks or more comprised only 1.2 percent of all joint-stock cor-
porations, but together they accounted for 46.67 percent of the total
Nominalkapital of joint-stock firms, which in turn comprised virtually all
of large-scale economic enterprise.* These figures are somewhat mis-
leading since they include corporations owned or dominated by govern-
ment, by municipalities, and by foreign enterprises. But, even allowing
for that, the degree of capital concentration remains striking, as does the
sheer size of the great private corporations of Weimar Germany.” The
most gigantic clustered in the young chemical and electrical equipment
industries, in the older industries of coal, iron, steel, and in banking. At
the top of the 1927 list of giants towered the chemical concern 1G
Farben, with a Nominalkapital of 1.1 billion marks. At its formation in
1925 Farben became the largest corporation in Europe, surpassed
worldwide only by three American corporate titans, General Motors,
U.S. Steel, and Standard Oil of New Jersey. The extent of Farben’s dom-
ination of the German chemical industry becomes evident when one
notes that the next largest firm in that branch rested on only slightly over
a tenth as much Nominalkapital. By 1930, according to one educated esti-
mate, Farben produced 100 percent of Germany’s synthetic dyes, be-
tween 60 percent and 85 percent of its nitrogen, 4o percent of its
pharmaceuticals, and 3o percent of its rayon.® Two other great enter-
prises bestrode the rapidly growing field of electrical equipment: the
Siemens combine, with Nominalkapital amounting to 217.5 million marks
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in 1927, and AEG (Allgemeine Elektricitits-Gesellschaft), with 186.25
million marks. Together with their subsidiaries, they accounted by 1930
for 60 percent of production in their branch of industry.” Dominating
the iron and steel industry stood the United Steel Works (Vereinigte
Stahlwerke). Formed in 1926 by a merger of three major concerns and
commanding Nominalkapital of 8oo million marks, it immediately be-
came the second largest steel firm in the world behind U.S. Steel. The
other major iron and steel producers, Mannesmann, Krupp, Kléckner,
Gutehoffnungshiitte, Hoesch, and Mitteldeutsche Stahl, registered Nom-
inalkapital ranging from approximately 160.4 million marks for the first
to 50 million marks for the last. Together with United Steel, they ac-
counted for more than 8o percent of German iron and steel production
by the late 1920s.2 In finance, five great banks operating nationwide—
Deutsche Bank, Disconto-Gesellschaft, Dresdner Bank, Commerz- und
Privatbank, and Darmstidter und Nationalbank—Iloomed far above all
competitors, with Nominalkapital of between 150 million marks for the
first and 60 million marks for the last.

A widespread characteristic of German big business during the Wei-
mar period that is not immediately evident from statistical data on major
corporations was the high degree of vertical intergration in industry. By
the 1920s a great many major industrial corporations themselves pro-
duced many of the raw materials and components needed for their end
products as well as much of the energy they used. Thus IG Farben,
United Steel, as well as most of the other major iron and steel producers,
ranked among the major bituminous coal mining firms of the country.
In fact, many of the great iron and steel firms remained that only in
name, long since having become diversified “mixed enterprises” because
of their heavy involvement in mining. Large, independent coal-mining
firms had, as a consequence, dwindled to a relatively small number by
1927. IG Farben and most of the major iron and steel firms had by then
also become vertically integrated in the other direction, making not only
chemicals, iron, and steel but also finished products that they themselves
marketed directly or through subsidiaries. Farben produced photo-
graphic film and pharmaceuticals, while Krupp and other iron and steel
producers turned out vehicles and machines in addition to pig iron and
bars or sheets of steel. Some major firms had diversified to the point of
becoming proto-conglomerates. The Gutehoffnungshiitte, originally an
iron and steel corporation, had by the middle of the 1920s acquired
control of a host of diversified firms in widely scattered parts of Ger-
many that produced copper, industrial machines,-ships, trucks, wire,
and operated a bookbindery and a hotel.? Such proto-conglomerates, or
Konzerne, as contemporaries referred to them, defy the attempt—which
one frequently encounters in writings about the subject of this book—to
consign all major firms and their executives of the Weimar period to
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simplistically hermetic categories, such as “heavy industry” (coal, iron,
and steel), more appropriate to an earlier stage of economic develop-
ment.

Another striking characteristic of Weimar big business lay in the ex-
tremely uneven geographical distribution of industry. Large-scale indus-
trial enterprises operated in only a very few areas of the country, as
revealed by statistics the 1925 census provided on the horsepower of
machines used for productive purposes.'® Most of the sixteen smaller
federal states and the fourteen provinces of Prussia (which were more
comparable to those states than was Prussia as a whole, with its 61.2
percent of the population) registered a share of national horsepower
that lay below or only slightly above the percentage of the population
that lived within their boundaries. In some instances the statistics reflect
a striking degree of industrial backwardness. Bavaria, with 11.8 percent
of the population, accounted for only 7.4 percent of national horse-
power; East Prussia, with 3.6 percent, for only 1.1 percent. At the other
extreme lay the two Prussian provinces of Rhineland and Westphalia.
Together they comprised 19.4 percent of the national population but
accounted for 40.6 percent of the country’s horsepower. That region
served as the center of operations for “western industry,” as it was gener-
ally known at the time. It encompassed the highly developed Ruhr Val-
ley, but also extended beyond that to the northern Rhenish industnial
complex. It was in this Rhenish-Westphalian area that most of the great
corporations maintained their headquarters and operated the bulk of
their plants, making it the industrial heartland of German industry.!!

Only Berlin could come close to challenging Rhineland-Westphalia as
a geographical focus of big business. Although the capital city showed up
poorly in terms of the ratio of horsepower to population, it, too, served
as a base for large-scale enterprise. The electrical equipment and
machine-building industries, which required less energy than did min-
ing or iron and steel production, were heavily represented there. In ad-
dition, major mining and manufacturing firms operating in the central
Prussian provinces and Silesia frequently maintained their headquarters
in the capital. Berlin also dominated the field of large-scale finance. All
five of the giant national banks centered their operations there, and the
capital’s stock market had by the republican period eclipsed those of
other financial centers such as Cologne, Frankfurt am Main, and Ham-
burg. Big business did not, of course, remain wholly restricted to Berhn
and Rhineland-Westphalia. The major shipping firms clustered in the
port cities of Hamburg and Bremen; Stuttgart had become the focus of
some of the major automotive industries; and the region around Hano-
ver had begun to develop some large-scale enterprises. But in terms of
sheer preponderance, big business in Weimar Germany centered on
Rhineland-Westphalia and Berlin.
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Well before the Weimar period, a multiplicity of organizational ties
had come to link the component firms of German big business together,
leading to its characterization as “organized capitalism.” 12 Certainly, by
the 1920s Germany’s large industrial and commercial corporations did
not function, in line with the classical model of a capitalist economy, as
completely autonomous units in a freely competitive market. Republican
Germany inherited from the Empire one of the world’s most pervasive
collections of cartels designed to “stabilize” and otherwise regulate mar-
kets by means of agreements setting prices and limiting production lev-
els.13 Such cartels, some of which had dissolved after the war but later
recoalesced in the mid-1g20s, numbered in excess of fifteen hundred in
industry alone by 1925.1* In numerous branches the large corporations
played a leading role in the cartels by virtue of their size, and the cartels
in turn bound those corporations together in many ways. Another aspect
of the “organized” character of Weimar big business lay in its highly
developed structure of well-financed and professionally staffed trade as-
sociations, or Verbinde.'> A tight weave of branch and regional associa-
tions crisscrossed the entire country, bringing together at the national
level producers of similar goods and linking at the regional level pro-
ducers of various goods who operated within the same geographical
area.

In industry two separate associational structures existed side by side,
one to deal with labor-management issues and one to deal with broader
issues of economic policy, especially those involving government. These
culminated nationally in the so-called industrial Spitzenverbinde, or peak-
associations: the Vereinigung der Deutschen Arbeitgeberverbinde
(union of employers) and the Reichsverband der Deutschen Industrie
(national industrial league—referred to in this study as the industrial
Reichsverband). A network of chambers of commerce and industry
linked those two branches together and maintained a national organiza-
tion, too, the Deutscher Industrie- und Handelstag. Other branches of
large-scale enterprise, such as banking, wholesale commerce, and insur-
ance, had separate peak-associations of their own, which, like those of
industry, provided members with information and lobbied on behalf of
their interests. Furthermore, a plethora of special-purpose business as-
sociations provided still additional links between the components of big
business. In this study, these trade associations—or at least the major
ones—will frequently provide evidence of the attitudes and actions of
German big business in the political sphere. Their executive officials,
who had by the 1920s won recognition as quasi-professionals (Syndikus,
singular; Syndizi, plural), often served as executive agents of the various
components of big business.

The internal managerial structure of German corporations of the
Weimar period also displayed some distinctive characteristics.!® At the
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top stood the Aufsichtsrat, or supervisory board, a largely honorific body
elected by the stockholders. It met at most a few times a year and nom-
inally exercised surveillance over the actual executive body, the man-
aging board or Vorstand (sometimes designated as Direktion), which it
appointed. In most instances, only-the chairman of the supervisory
board concerned himself closely with the operations of the corporation.
Day-to-day decisions, and in most cases even major decisions, rested with
the managing board, composed of directors. Its composition varied
from firm to firm. In some, the managing board operated on a collegial
principle, with authority dispersed among several directors. Other firms
concentrated authority in the hands of the chairman, who reigned in
near-monarchical fashion as Generaldirektor, the most prestigious and
awe-inspiring title in German corporate circles. Neither the Vorstand nor
the Aufsichtsrat usually had cause to fear a challenge from the stockhold-
ers. Most of the stock was owned by other corporations or was routinely
voted in large blocks by banks holding proxies for the actual owners, so
that opposition to corporate policy rarely occurred.!? Stockholders’ as-
semblies amounted, as one contemporary observed, to Jasagemaschinen
(yes-saying machines), which regularly ratified decisions, voted pro-
posed dividends, and “elected” the members of the Aufsichtsrat, who in
turn installed or confirmed the directors who made up the Vorstand.'®
The democratization of the German state after World War | had not
been accompanied by a parallel development in the corporate sphere.
A final word is needed here about the manner in which the terms “big
business” and “business community” (used here interchangeably) will
be employed in this study. Particularly where politcal affairs are con-
cerned, these terms will usually denote not the entirety of big business as
it has been defined here but rather those individuals, firms, and trade
associations which became active politically, if only to the extent of ex-
pressing views on political issues or on economic issues of political im-
portance. That sort of political involvement varied widely among the
components of big business in the broader, economic sense of that term.
The executives of some of the biggest corporations, such as the Mannes-
mann steel firm and the Daimler-Benz automotive works, conspicuously
abstained from any political activities and even from an active role in the
major national trade associations. On the other hand, Ernst von Borsig,
one of the heirs to a venerable Berlin locomotive and machine-building
firm that by the 1920s ranked in size near the bottom of the assemblage
of firms designated here as big businsss, played an active political role
and participated prominently in the formation of the policies of the ma-
jor industrial associations, at least until his firm went bankrupt in 1931.
Neither size of firm nor the branch of the economy in which it operated
appear to have determined which executives would become involved in
larger issues outside the direct purview of their managerial roles. That
seems to have been a decision that normally rested with the individual
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executive, although the consistent abstention by executives of firms like
Mannesmann and Daimler-Benz suggests the possibility in some cases of
a corporate prohibition on outside activities, at least of a political sort. As
will become apparent in these pages, only a relatively limited portion of
big business, in the purely economic sense, actively involved itself in such
activities.
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I

Big Business During the Decade
of Weimar Democracy

1. German Capitalism Survives a Revolution

To all appearances, big business formed an integral part of the privi-
leged order of the German Empire felled by revolution in November
1918. The creation of the new state in 1871 had swept away the last
obstacles to an integrated national economy. The Empire’s adoption of
liberal economic legislation spurred rapid industrialization under pri-
vate auspices. The imperial government’s shift to a protectionist trade
policy in response to the recession of the 1870s sheltered the emerging
industry of Germany from foreign competition. Government toleration
of cartels designed to “stabilize” markets by limiting production and sup-
pressing price competition allowed established businesses to protect
their advantages. When the spread of a mass anti-capitalist workers’
movement posed a threat to big business, the government shielded it,
first by means of anti-socialist legislation, later by less conspicuous re-
pressive measures designed to hobble the Social Democratic Party (SPD)
and its trade union affiliates.! These and many other favors from the
state made big business seem very much a pampered child of imperial
Germany.

However, the Empire was not always experienced as a halcyon era by
businessmen. Most would have preferred even stronger state repression
of the Social Democratic Party to the policy of limited toleration that
permitted it to participate in parliamentary politics and grow into the
largest political force in the country by the end of the Empire. The
mounting price of Bismarck’s attempt to mollify the wage earners of
Germany with the most elaborate system of state insurance programs in
the world also offended many. So did the growth and pretensions of the
bureaucracy. Many looked with particular apprehension on repeated
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bureaucratic attempts to restore to state ownership some of the holdings
in a basic industry such as coal that had been turned over to private
enterprise only a few decades earlier.2 Even as German capitalists sought
the aid of the government in combating the Social Democrats, they sus-
pected officials of harboring ambitions for a form of state socialism
nearly as unacceptable from their point of view as that proposed by the
SPD. They could take no comfort either in the public advocacy of state
intervention in the economy on behalf of social justice that earned some
of the country’s most eminent economists, holders of professorships at
government-maintained universities, the reputation of “socialists of the
lectern.”? Some academic economists even challenged the whole thrust
of industrialization and urged the government to initiate policies de-
signed to check its further development.*

Germany’s capitalists found it difficult to present a united front dur-
ing the Empire since conflicts of interest set them against each other on
numerous issues. Trade policy in particular gave rise to acrimonious di-
visions. The branches of business that relied heavily on exports for their
profits strenuously opposed protectionist tariffs on the grounds that
these provoked retaliation against sales of their goods abroad. The bur-
geoning iron and steel industry, by contrast, sought to reserve the
rapidly expanding German market for itself by joining with the gram-
growing agrarians of eastern Prussia, in the so-called alliance of iron and
rye, to press for tariffs shielding the products of both groups from for-
eign competition. Cartels provided the cause for still further divisions, as
businessmen opposed to restraint of the open marketplace clashed with
those who regarded such combinations as an essential means of contain-
ing the destructive effects of all-out competition. Throughout the life-
time of the Empire, various components of big business clashed with
each other.? During the final decade and a half of the peacetime Empire,
the mounting threat posed by the swelling ranks of the Social Demo-
cratic Party and a sustained period of prosperity served to mute some-
what these often acrimonious conflicts of interest. Those years bestowed
on the imperial period, in the memory of Germany’s big businessmen,
the somewhat misleading image of a stable, harmonious era in which the
fortunes of big business and the nation as a whole seemed synonymous.

The capitalists of Germany paid a price for the favors they received
from the imperial order. As the sociologist Ralf Dahrendorf has ob-
served, in a certain sense the Empire “developed into an industrial, but
not into a capitalist society,” that is, a pre-capitalist elite still held sway in
the Empire and especially in the predominant state, Prussia.® Despite
their growing wealth, even the most powerful men of business had to
defer to the aristocrats, military men, and bureaucrats who occupied the
top ranks of society and the political power structure. As the economic
importance of businessmen increased, they gradually gained admission
to at least the periphery of the inner circles of the Empire. Many came to
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affect the haughty manner and imperious views of their social superiors,
often outdoing the latter in ostentatious display. Their ranks provided
many examples of the “feudalization” of the upper middle class so char-
acteristic of imperial Germany. This shaped their attitude toward em-
ployees, which reflected the hierarchical structure of both state and
society, giving rise to a Herr-im-Hause (lord-of-the-household) outlook.
According to the assumptions underlying that amalgam of authoritari-
anism and paternalism, the employer, even in a huge, impersonal indus-
trial enterprise, functioned as master of all, to whom employees owed
respect and obedience, receiving in return a livelihood and benevolent
treatment. In some cases, genuine paternalism in the form of company
housing and welfare programs mitigated this overbearing attitude; but
while examples of such solicitude received wide publicity, only a few
firms went very far in that direction. Despite their aristocratic preten-
sions, few big businessmen of imperial Germany displayed a greater
sense of responsibility toward those they employed than did their coun-
terparts in other countries.

The imperial period left its mark on the mentality of the men of Ger-
man big business in still other ways.” Whereas their counterparts in most
other capitalist countries still generally held to the tenets of classical lib-
eralism and viewed any extensive intervention by the state in economic
affairs with suspicion, they applied a sharply bifurcated double stan-
dard. Accustomed to government assistance of numerous sorts, they had
no quarrel with state involvement in the economy so long as it benefited
their enterprises. By contrast they denounced governmental economic
measures in the interest of wage earners, who constituted the bulk of the
population, as demagogic politicization of the economy. Similarly, they
viewed it as their right to combine in restraint of trade by forming car-
tels and expected the government to acquiesce to such combinations,
whereas most of their number denied any legitimacy to trade union de-
mands for collective bargaining and to use of the strike. Most capitalists
in other countries at the time held basically similar views on worker ef-
forts to organize and act collectively, but a special vehemence marked
the prevailing outlook on that subject among Germany’s entrepreneurs.
They saw labor-management relations as much more than merely an
economic matter; for them, these amounted to nothing less than part of
the struggle to defend, against a challenge from below, the precarious
system of privilege on which the Empire, and ultimately their whole so-
ciety, rested. Like the other favored groups in imperial Germany, they
paid for their advantages with insecurity. Recognizing that the regime
whose policies enabled them to prosper had failed to win the allegiance
of urban wage earners, most feared that any shift of strength toward the
workers and their organizations might undermine the whole imperial
order, which they saw as the only effective obstacle to working-class radi-
calism. Nor did they see themselves threatened solely from the left. The
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unusually strong persistence in Germany of nostalgic and reactionary
forms of anti-capitalist and anti-industrial agitation further heightened
their sense of insecurity.® The defensiveness and sense of jeopardy dis-
played by Germany’s capitalists during the Weimar Republic did not
come into being with the revolution of November 1918; those attitudes
had to a considerable extent already taken shape during the basically
conservative and authoritarian German Empire. '

As part of the imperial elite, big business bore a share of responsibility
for the revolution. During the final decades of the Empire, some of its
leading spokesmen joined with others from the privileged and prop-
ertied orders to advocate a variety of schemes for the expansion of
Germany’s economic and political influence in the world. They thus con-
tributed to a climate that encouraged the rulers of the Empire to embark
on the reckless foreign adventures that offended one great power after
another and eventually plunged Germany into a general European war
aligned only with the moribund Hapsburg and Ottoman empires.? The
business community had no voice in determining the specific policies
that took Germany into war in the summer of 1g14. As an expert on that
period has observed:

It cannot be said . . . that particular economic pressure groups had any
direct influence on the decisions taken by the German government on
the eve of the First World War, or that special atention was given to
particular economic problems by the men in power at that very mo-
ment. As far as we can trace any influence of men from business circles
in June and July 1914, they were working against rather than in favor
of going to war. . . .10

Once the conflict had begun, however, most of the business commu-
nity responded enthusiastically to the war effort. Some of its leading
figures, moreover, soon grew impatient at the government’s hesitancy to
commit itself openly to a policy of territorial expansionism. In an effort
to force the government’s hand, they joined with other groups in agitat-
ing for sweeping annexationist war policies.!! After participating in the
successful campaign to bring down Chancellor Theobald von Bethmann
Hollweg in 1917, these pro-expansionist spokesmen of big business ea-
gerly endorsed the military dictatorship headed by Hindenburg and Lu-
dendorff, whose policies effectively eliminated the last possibility of a
compromise peace. Significant segments of German big business thereby
contributed directly to the ruinous wartime policies that culminated in
the crisis of 1918 and the collapse of the imperial order. Big business
contributed indirectly as well. The refusal of most employers, particu-
larly in large-scale industry, to abandon their traditional Herr-im-Hause
stance in labor-management relations led them to resist stubbornly their
workers’ mounting demands for recognition of trade unions and for
collective bargaining. This resistance in turn strengthened the Social
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Democratic movement’s militant left wing, whose adherents were to play
such a crucial role in precipitating the revolution.

Despite the close identification of big business with the privileged
groups of the Empire and its implication in the disastrous wartime pol-
icies of the imperial government, German capitalism managed to survive
virtually unscathed when socialists assumed power in November 1918.
This remarkable turn of events is usually explained by the inability, or
the unwillingness, of badly divided factions of German socialism to ef-
fect fundamental economic or social changes after the unexpected col-
lapse of the imperial system; the capitalists have generally been viewed
as the lucky beneficiaries of the socialists’ failure to make use of the
power thrust on them. But big business by no means remained a passive
bystander during the autumn of 1918. Instead, its spokesmen assumed
an active role in ensuring the survival of capitalism in Germany. Well
before there were any overt signs of revolution, prominent members of
the business community had covertly laid the basis for an alliance with
the leaders of organized labor that would place formidable obstacles
in the way of any attempt to socialize the German economy.

Ironically, the imperial government itself had brought big business
and labor together.!'? Under 1ncreasmgly heavy pressure from the army
to secure the trade unions’ cooperation in a531gn1ng workers to indus-
tries vital for the military effort, the government in 1916 forced em-
ployers to grant de facto recognition to the unions and sit with their
officials on boards set up to deal with labor problems. At first, most of
big business went along with this arrangement only under protest, but in
the course of collaborating with the union leaders on behalf of the war
effort, a bond of understanding developed between the two. That bond
grew largely out of a common enmity toward the government’s eco-
nomic policies during the war. The labor leaders shared the alarm of big
business at the vast and intricate web of state controls (Zwangswirtschaft)
imposed on economic activity by the swollen wartime bureaucracy.
Heartened by the progress they had made during the war toward legal
recognition and collective bargaining, the trade unionists did not want to
see their role reduced or usurped by government officials. They were
thus quite ready to collaborate with big business in an effort to resist
bureaucratic encroachments on labor-management relations and to pre-
vent the perpetuation of wartime restrictions in the postwar period.
Negotiations between the two sides began in 1917 and continued spo-
radically and tentatively until the autumn of 1918, when the collapse of
the military and the prospect of a long period of demobilization under
bureaucratic auspices quickened the pace of the talks. The revolution of
November g failed to disrupt this rapprochement, which culminated on
November 15 in the signing of a formal accord.

Since the two chief signatories were Hugo Stinnes, then the most
prominent figure among the industrial magnates of the Ruhr, and Carl
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Legien, head of the socialist, or “free,” trade union movement, that pact
became known as the Stinnes-Legien Agreement. It was endorsed as well
by the country’s major industrial employer organizations and by the
smaller Christian and liberal trade union organizations. By the terms of
the accord, industry agreed to recognize the unions as agents of the la-
bor force, accept full collective bargaining on an industry-wide basis,
introduce the eight-hour workday, and withdraw fmancial support from
“yellow,” or company, unions. To implement these terms and to regulate
future relations between labor and management on a basis of social part-
nership, participating organizations agreed to establish a nationwide
network of working communities (Arbeitsgemeinschaften) for all major
branches of industrial production, in which labor and management
would have equal representation. The accord of November 15 also pro-
vided a capstone for this structure in the form of a national body of
similar composition in which spokesmen of both sides from all branches
of industry would be brought together. Established in 1919, this body
came to be known as the “central working community” (Zentralarbeits-
gemeinschaft or ZAG). It was testimony to the influence wielded by the
signatories of the Stinnes-Legien Agreement that their accord received
immediate endorsement from the ruling revolutionary Council of Peo-
ple’s Commissars, which promptly published its text in the official gov-
ernment bulletin, thus giving it legal status.

While its specific provisions seemed to make labor the chief benefici-
ary, the circumstances under which the Stinnes-Legien Agreement came
into being unquestionably gave the advantage to big business. Since a
revolutionary government had assumed power only six days earlier,
management conceded nothing it could reasonably have hoped to retain
under the new political circumstances. Merely by abandoning lost posi-
tions, the leaders of industry escaped unscathed from the first wave of
revolution. By appeasing the socialist trade union leaders, the Stinnes-
Legien Agreement served to reduce pressure for immediate socializa-
tion of large-scale industry within the Majority Social Democratic Party,
where those unions wielded much weight. This, along with the reluc-
tance of that party’s leaders to act on such a fundamental issue without a
parliamentary mandate and their preoccupation with the problems of
peacemaking, military demobilization, a critical food shortage, and a
“bolshevik” threat from the far left, sufficed to frustrate demands by the
Independent Socialists, coalition partners of the majority party, for im-
mediate socialization of at least certain key industries. In retrospect it
seems clear that the only opportunity for swift and thoroughgoing so-
cialization occurred during the period between the November revolu-
tion and the election of the National Assembly in mid-January 1919,
when socialists held exclusive power in Germany. But German industrial
leaders helped to thwart such a move, adding to the divisions among the
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socialists by introducing into their camp—along with the trade union
leaders—a Trojan horse, the Stinnes-Legien Agreement.

Although the Stinnes-Legien Agreement has attracted far less atten-
tion, it served much the same function as the accord produced by the
Ebert-Groener telephone conversation of November g, 1918. That un-
derstanding, between the head of the new revolutionary government
and the First Quartermaster General of the army, allowed the officer
corps to remain intact and retain control over the military in return for a
pledge to defend the new republican government—at least against
threats from the extreme left. The Stinnes-Legien accord produced
much the same results for German industry. Like the officer corps, the
leaders of big industry had coolly and soberly assessed the new situation.
They had concluded that their old alliance of “iron and rye” with the
Junker aristocrats would henceforth be far less effective because of the
Junkers’ diminished political influence. The middle classes were too
fragmented to represent a potent ally. Only a strategy of at least tempo-
rary alliance with management’s chief adversary, the trade unions, held
out the promise of seeing private industry through a critical period of
imminent change.

The Stinnes-Legien Agreement and the Ebert-Groener understand-
ing enabled key components of the old imperial order to arrive at a
modus vivendi with the new order and ensure their own survival by
making relatively minor concessions. Both revealed the extent of the
Empire’s bankruptcy, as two of its privileged groups abandoned the im-
perial cause without resistance. Even more important, both erected—at
the very birth of the new German Republic—formidable barriers to fun-
damental change. The industrialists who entered into the Stinnes-
Legien Agreement claimed to have acted in the best interests of their
country. Whether or not that was the case, it cannot be denied that at a
moment of grave peril the leaders of German industry acted, like the
generals of the army, with boldness and discernment in defense of their
own interests.

After effecting their accommodations with the new republican order,
big business and the officer corps collaborated to ward off bids for
power by the extreme political left that began with armed uprisings in
Berlin during December 1918 and January 1919. The military re-
sponded to entreaties for protection from the beleaguered Majority So-
cialist government by replacing the demoralized and disintegrating
wartime army with mercenary units, the Fretkorps. Since state funds were
in short supply, industrialists and bankers, particularly in Berlin and
the Ruhr, where the extremists were most active, contributed heavily
to finance the new mercenary units, as well as to disseminate “anti-
Bolshevik” propaganda.!® The Freikorps successfully carried out the
tasks assigned them, repeatedly suppressing leftist uprisings throughout
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1919 and 1920. But under the command of former regular army of-
ficers, those units frequently acted with a brutality and bloodthirstiness
that contributed to the poisonous political and social hostilities that
would so heavily handicap Germany’s first attempt at democracy. Until
their disbandment in the summer of 1920 the Freikorps also served as
training schools for a generation of young, reactionary political hood-
lums who would later assassinate prominentrepublican leaders, serve as
foot soldiers in the Munich Beerhall Putsch of 1923, and man the politi-
cal armies that eventually turned the streets of Germany into battlefields.
The big businessmen who helped finance the Freikorps thus incurred a
share of responsibility—along with the Majority Socialists who called
these units into being—for swelling the ranks of the violence-prone
young men who would bedevil the democratic processes of the Republic
throughout its brief existence.

Neither the suppression of leftist extremism by the Fretkorps nor the
Stinnes- Leglen Agreement sufficed to guarantee the preservation of
capitalism in Germany. Big business still had to weather a prolonged
debate on socialization in the National Assembly elected in January 1919
and in the first republican Reichstag chosen in June 1g20.!'* Later, Paul
Silverberg, a prominent executive in the coal industry, boasted that big
business had killed socialization by constantly suggesting new ways
to achieve it.'> Although Silverberg exaggerated, the parliamentary
spokesmen of big business in fact repeatedly made what they character-
ized as constructive proposals during the debate over socialization, in-
stead of adopting a wholly negative stance. Understandably anxious to
stave off nationalization of their firms, they offered a variety of schemes
for according the public and the workers a share in the ownership and
profits of basic industries while reserving ultimate control for private
management. Those proposals further muddied the increasingly murky
national debate on socialization. Sabotage by big business proved unnec-
essary, however, as neither the socialist politicians nor boards of experts
appointed by the Republic could agree on the form socialization should
take or what sectors of the economy it should encompass. Also, as parlia-
mentary tests of strength repeatedly revealed, no majority in favor of
thoroughgoing socialization existed in either the National Assembly or
the first republican Reichstag. Only two ineffectual “socialization” laws
were enacted. They subjected the coal and potash industries to supervi-
sion by boards representing the government, the public, and the work-
ers in those industries but left ownership in private hands.

Big business not only escaped any appreciable socialization but found
itself in some respects in an even stronger position than it had occupied
during the Empire. Developments of the war years left large-scale indus-
try with a greater share of markets than before.!® This came about in
part as a consequence of the preference of military procurement offices
for dealing with a few big firms rather than distributing lucrative war
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matériel contracts across the full range of producers. In addition, larger
firms could more readily provide funding and personnel for the quasi-
official wartime boards that allocated resources and manpower. Given
the resulting composition of those boards, the needs of large firms gen-
erally met with favorable responses. Part of the large profits realized
from those contracts financed plant expansion and replacement of out-
dated machinery, so that much of big business entered the Republic
greatly strengthened. The status of the men of big business also im-
proved markedly as a result of the lost war and the revolution. Because
of the damage done to the prestige and influence of the military and the
aristocracy, German capitalists no longer had to rest content with a sec-
ondary place. They could, and in many cases did, now regard themselves
as the paramount socio-economic elite. And in a number of objective
respects, they were. As owners or managers of great concentrations of
capital and as experts in managerial skills in a country inescapably de-
pendent on industrial production for its well-being, they occupied a key
position, to say the least. The course of events in 1918—19 linked the
fortunes of the young Republic inextricably to theirs. In the absence of
any significant socialization, the Republic could flourish only to the ex-
tent that German capitalists did; only if the business community pros-
pered could the masses, in whose name the revolution had been made,
better their material lot. Paradoxically, a revolution made by socialists
had enhanced both the prestige and importance of big business while
perpetuating labor’s dependence on it.

The consequences of this quickly became evident. Faced with the ne-
cessity of reabsorbing millions of former servicemen into civilian life and
reviving industrial exports to pay for desperately needed foodstuffs, the
leaders of republican Germany saw no choice except to rely on the exist-
ing economic order by fostering private enterprise. So, while the repub-
lican government extended little or no help to returning veterans, who
had sacrificed years of their lives, it speedily compensated industrial
firms that had lost mines and factories in territories Germany was forced
to cede to neighboring countries by the terms of the Versailles settle-
ment and subsequent plebiscites.!” Companies holding unfilled military
contracts at the time of the armistice obtained generous cash settlements
from the government.'® Big business also received a voice in the deter-
mination of national demobilization policies that regulated wide areas of
economic activity or freed them from controls.!® This arrangement, too,
repeatedly redounded to the advantage of big business, frequently at
public expense.

Despite these favorable results, Germany’s big businessmen-—with
rare exceptions—regretted the replacement of the Empire with a repub-
lic. Their attitude did not spring from political principle or from senti-
ment; die-hard monarchists were rare in their ranks. To men who
thought primarily in terms of smokestacks and slagheaps, entry ledgers
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and profit margins, the fate of crowned heads mattered little. The mon-
archy had, like an ill-managed enterprise, failed and gone into receiver-
ship. To lament its demise was futile. Those formerly associated with the
bankrupt had to avoid being driven to the wall themselves. Yet if Ger-
many’s men of big business did not mourn for the Hohenzollerns and
the lesser dynasties deposed in 1918, most felt an enormous sense of
insecurity after the demise of the military-bpreaugratic state and the au-
thoritarian system it had enforced. Like other unreconstructed ele-
ments, they generally withheld from the events of November 1918
recognition as a true revolution. Instead, they habitually referred to it, in
the anti-republican terms of the time, as “the collapse.” They thus joined
those who confounded the democratization of their country with the
military debacle brought on by the policies of the imperial authorities.
Weimar and Versailles, democracy and defeat, would remain linked in
the minds of most German capitalists throughout the lifetime of the
Republic.
Some major businessmen did, to be sure, seek to find a positive side
to the change of regimes. Opportunism, rather than political convic-
tion, shaped their outlook, however. The chemical executive Carl Duis-
“berg, soon to become one of the architects of 1G Farben, had become
frustrated by the inefficiencies of the imperial regime even before the
' revolution and welcomed the advent of a parliamentary, democratic
government. But his correspondence reveals that he expected a repub-
lic, even a “red” one, to give rise to a “more commercial-technical spirit”
~that would prove more congenial to business than the “largely formal-
istic, even if strictly logical way of thinking and doing things brought into
our administration by the jurists” of the Empire.?? A more sober assess-
ment came from Robert Bosch, the elderly Stuttgart pioneer in the man-
ufacture of spark plugs and other electrical accessories. A man of
relatively progressive outlook, he shared the widespread view that there
had been only one alternative in 1918 to a parliamentary, democratic
republic: Bolshevism. In 1919 Bosch tried to explain to a fellow indus-
trialist unwilling to accept the results of the revolution how the Republic
must, viewed in that perspective, appear as a distinctly lesser evil: “If
your house catches fire, you have to use even dung-water if you don’t
have any fresh water.”?! A great many German capitalists acquiesced in
the new regime because they, too, believed they had been rescued from a
Bolshevik conflagration by a dousing of democratic “dung-water.” The
lingering after-effects might be distasteful, but frightening thoughts of
what might have happened helped to quiet misgivings about the course
of events.
This sort of acquiescence rarely produced any firm allegiance to the
Republic, and most German capitalists remained full of reservations
about the political turn taken by their country. Like millions of other
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Germans, they viewed the new state as a product of usurpation that bore
the shameful taint of the “stab in the back” allegedly inflicted on the
German army in 1918 by traitors at home. The Republic remained for
them, as for so many of their countrymen, a polity lacking in legitimacy
and, probably, in permanence. While unwilling to conspire at over-
throwing the Republic, mainly for fear of triggering a new, still more
radical leftist revolutionary upheaval, most big businessmen felt no obli-
gation to support the new regime during its shaky early years against
threats from the right. The Kapp Putsch of March 1920, in which a
reactionary cabal and part of the officer corps of the army used Freikorps
units to seize control of Berlin, forcefully demonstrated this.??2 Much of
the business community privately deplored the putsch, not on grounds
of political principle but rather because of concern that the resulting
turmoil would interrupt a promising upturn in economic activity. As
long as the attempted overthrow of the republican government seemed
to have a chance of success, the leading men of big business neverthe-
less maintained a posture they characterized as “neutrality,” which
amounted to according the new government parity with the old. Only
when the failure of the venture became evident did they distance them-
selves from the putschists. Later, their spokesmen sought to justify this
temporizing behavior by likening it to their response to the revolution of
November 1918. They thus showed themselves incapable of recognizing
the important distinction between, on the one hand, a conspiratorial at-
tempt by remnants of the old privileged elite to overthrow a parliamen-
tary republic established by a democratically elected National Assembly
and on the other, a popular uprising against the only partially reformed
and thoroughly discredited Empire.

While the leaders of the Republic labored to cope with the often seem-
ingly overwhelming difficulties that beset the new state during its early
years, some elements of German big business remained hopeful that the
new system of government would prove unworkable and have to be
abandoned in favor of one less democratic. This sentiment gained open
expression during the crisis-ridden autumn of 1923, when parliamen-
tary disputes over economic issues threatened to deprive the national
government of a workable majority in the Reichstag. As the crisis ap-
proached its zenith in early October, the executive board of the national
organization of iron and steel manufacturers briefly abandoned its prac-
tice of abstaining from political stands to proclaim publicly: “The parlia-
mentary system of government has failed to work. Only men of strong
will with clear goals who are supported by the trust.of the people can
help us to surmount the current emergency.”23 At about the same time
this statement appeared, Germany’s most prominent capitalist, Hugo
Stinnes, toyed with the idea of replacing the republican government
with a directorate of three strongmen.?* The Republic of course sur-
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vived, so that the prophecy of the iron and steel men and Stinnes’ project
proved premature. But those responses to the first great crisis of the new
state revealed lingering hopes in influential big business circles for a
drastic curtailment, if not elimination, of the powers of the democratic-
ally elected parliaments of republican Germany.

The election of Field Marshal Paul von Hindenburg as president of
the Republic in 1925 once again aroused such hepes. In December of
that year, in the midst of an economic slump, a deputation of indus-
trialists made use of an audience with the president to plead for interces-
sion on his part on behalf of the business community. As a means to
reduce government expenditures and thus taxes, they proposed circum-
scribing the authority of the Reichstag by according the finance minister
a veto over all government outlays. One member of the deputation, the
prominent Ruhr industrialist Paul Reusch, broached the possibility of a
resort to the president’s sweeping emergency powers under Article 48 of
the constitution to ensure sound economic practices by the govern-
ment.2% But despite a sympathetic response, Hindenburg showed no in-
clination then or during the rest of the decade to flex the full powers of
the presidency in order to shape economic or fiscal policy.

The attitude of big businessmen during the republican period had
much in common with that of the officer corps of the army. Both fo-
cused their political allegiance not on the Republic but on such “higher”
notions as Vaterland or Reich. Both drew a distinction between what they
viewed as the permanence of “the state” and the transitoriness of a par-
ticular constitution, including that adopted by the Weimar National As-
sembly. Each regarded itself as the rightful, if self-appointed, guardian
of a vital aspect of Germany's national life. The generals saw themselves
as the custodians of their country’s proud military heritage; the leaders
of big business considered themselves to be the stewards of something
also of lasting value to the nation, though of less venerable origin: die
Wirtschaft. Although that literally means “the economy,” in their usage it
connoted not the national economy as a whole but rather its large-scale
commercial, financial, manufacturing, and mining enterprises. Just as
the officers at the head of the Republic’s military establishment, the
Reichswehr, regarded themselves as the army and claimed the right to
speak for it, so the major figures in the business community habitually
referred to themselves as die Wirtschaft and presented themselves as its
spokesmen. While quite willing to broaden the base of their constituency
by allowing proprietors of small and medium-size enterprises to identify
themselves with die Wirtschaft, the leaders of big business arrogated to
themselves the privilege of determining its interests and representing
them before the German people and the holders of political office. Al-
though repeatedly emphasizing their weighty responsibility for die Wart-
schaft, they rarely showed any sense of being responsible to anyone for
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the execution of that stewardship. Throughout the Weimar Republic,
the attitudes of big business—like those of the military—revealed the
shortage of social and political integration that posed such a handicap to
Germany’s first experiment with democracy.

Germany’s big businessmen also entered the republican era with an
essentially unaltered conception of their economic role. While they no
longer openly asserted the Herr-im-Hause standpoint, their attitudes
toward the firms they headed remained basically proprietary and pater-
nalistic. They continued to profess the sanctity of private property and
the superiority of private enterprise. They viewed themselves as men
somehow called to a special responsibility. In the words of Carl Duis-
berg, one of the founders of the IG Farben chemical trust formed in
1925 and chairman of the industrial Reichsverband from 1925 to 1931,
die Wirtschaft bore the weighty responsibility to “provide for the material
necessities of the nation in a clearheaded and objective manner.”26 As
Germany’s entrepreneurs saw it, they alone possessed the capacity for
the enlightened and disinterested execution of this task, since selfishness
and shortsightedness disqualified all other groups. This opinion re-
ceived forceful expression from Ernst Brandji, director of a large portion
of the coal-mining operations of the giant United Steel Works formed in
1926:

The workers, supported by the completely unjustified but legally
sanctioned power of the unions, pursue in a one-sided, egotistical and
even ruthless fashion their interest in higher wages as well as less and
easier work. They have succeeded to a very large degree in securing
their demands, to the detriment of the branches of the economy in-
volved, to the detriment of the whole nation. . . .

By comparison, the employer represents the general interest of his
whole branch of the economy and as a result safeguards the economic
basis of the whole nation. This activity of the employer is therefore not
an egotistical one, but rather one of general value, which is exactly
the opposite of the ruinous activity of the workers and their organi-
zations.27

Brandi’s words, to which most entrepreneurs in the Republic would
have assented, convey the extent to which German big business clung to
naive and self-serving notions about its role. They reflect, as well, a myth
that had played no small part in the political history of the Empire: that a
carefully selected and highly trained cadre of able men could transcend
all self-interest and group pressure to govern in an objective and un-
biased (sachlich) manner. Discredited, at least temporarily, in the political
sphere by war, defeat, and revolution, that myth persisted in big busi-
ness’ perception of its own role in Weimar Germany. It served to veil
what amounted to a claim to privileged status by one set of participants
in the pluralistic scramble for advantage among socio-economic groups



Stuttgart. 3. Dezember 1928 Prels 60 Pfennig A3. Jahrgang Ne 30

SIMPLICISSIMUS

Herausgabe: Minchen BEGRUNDET VON ALBERT LANGEN UND TH.TH. HEINE  Poatversand: Stutigart

JAlle Rader stehen stil wenn Mem starker Arm es will™

A caricaturist’s depiction of the German industrialist of the Weimar era (the
features closely resemble those of Paul Reusch). The caption is a variation on a
verse by the radical poet of the 1848 revolution, George Herwegh:

All gears to turn shall cease—
If such my mighty arm decrees.

Courtesy Yale University Library.

16



Members of the presidium of the industrial Reichsverband standing before the
executive office building of IG Farben in Leverkusen, September 19, 1929. In
the front row, left to right are; Philipp Rosenthal, the porcelain manufacturer;
Carl Duisberg, of 1G Farben; and Ernst Borsig, head of the Borsig locomotive
firm of Berlin. In the second row, third from the left, is Paul Reusch, of the
Gutehoffnungshiitte conglomerate; next to him, with white beard, stands Robert
Bosch, the Stuttgart pioneer in the field of automotive electrical equipment;
second from the right, with hand in jacket pocket, is Wilhelm Cuno, of the
Hamburg-America shipping line and former Reich Chancellor. In the third row,
second from the right, with close-cropped hair, is Albert Végler, of United Steel;
behind him and to the right, with bow tie, stands Paul Silverberg, the coal mag-
nate. Courtesy Bayer Archiv, Leverkusen.
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in the Republic. It underlay a widespread reluctance to accord to Ger-
man workers full equality in the determination of the country’s eco-
nomic and social policies. This belief in the special and disinterested role
of the men who controlled die Wirtschaft also revealed a residue of au-
thoritarian political ideology that would rise to the surface again when-
ever the new state faltered in the face of economic difficulties.

The Social Democrats who proclaimed the Republic and dominated its
cabinets repeatedly experienced chagrin at finding themselves com-
pelled to collaborate with big businessmen who still harbored such
attitudes. But the failure of the country’s socialists to effect any thor-,
oughgoing changes in the economic structure left them no choice excep
to shore up the existing capitalist order, thus adding to the profits and
economic influence of big business. They could seck consolation in their |
party’s position that the capitalist Weimar Republic represented only a
way station in the inevitable progress toward the socialist Republic of the
future. But neither they nor any other significant republican political
force succeeded in formulating a set of policies for effecting such a tran-
sition. In fact, no one ever mounted a determined effort to resolve the
central paradox of the Weimar Republic, a state called into being and
governed during its formative phase by socialists, who nonetheless fos-
tered capitalism and relied on it for the material well-being of the nation.

s

2. Money Versus Votes

From the standpoint of big business, the political institutions of the Re-
public represented a potentially grave threat. In the Empire, as a conse-
quence of constitutional barriers to parliamentary authority, the elected
representatives of the people had exercised only limited influence on
government policy. In most federal states discriminatory electoral laws
had limited representation for those with little property. At the national
level, despite universal and nominally equal manhood suffrage in Reich-
stag elections, the failure to reapportion constituencies after 1871 had
resulted in increasing underrepresentation of the urban population in
an era of rapid migration from countryside to city. That had limited the
political impact of the swelling tide of workers’ votes in industrial cities.
The advent of the democratic, parliamentary Republic swept away these
obstacles to full popular sovereignty and equitable representation. For
the first time, matters of vital concern to big business became subject to
the will of the equitably elected representatives of the people at large.
Without a mass following to defend their interests at the polls, Ger-
many’s big businessmen felt vulnerable. The knowledge that a par-
liamentary majority could at any time threaten their economic role
considerably dampened their relief at escaping socialization; and so did
the knowledge that the Weimar constitution explicitly authorized future
challenges to their position by empowering the government to national-
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ize any private enterprise deemed suitable for socialization and by guar-
anteeing employees parity with employers in the determination of
wages, working conditions, and the “overall economic development of
productive forces.” Such provisions negated, in the eyes of Germany’s
businessmen, the equally explicit constitutional guarantees of private
property and fair compensation in the event of state confiscation.

For the business community the most disturbing aspect of the new
republican order lay in the extent to which it threatened to subjugate
economics to politics, and democratic politics at that. Germany’s cap-
italists partook of nineteenth-century liberal economic doctrines suffi-
ciently to regard politics as a sphere of activity quite different and
essentially separate from that of economics.! The latter appeared to
them more central, more basic, more determinative than politics, and
like the Marxists they accorded economics primacy—if for different rea-
sons—over politics. They, too, saw economics as an objective matter,
governed by immutable, discernible laws, while politics, by contrast,
seemed vulnerable to dangerous passions and given to unpredictability,
particularly where the unpropertied masses enjoyed full political rights.
To assign ultimate responsibility for the nation’s economic policies to a
popularly elected parliament appeared to most big businessmen a grave
folly, if not a violation of the most basic principles of human society.
Virtually all agreed it could lead to no good for die Wirtschaft and for the
men who bore the responsibility of caring for its needs.

During the first years of the Republic the leaders of German industry
responded to the perils they saw in the new polity by seeking to de-
politicize questions of economic policy. They found support in that en-
deavor among their new allies in organized labor. Many trade union
leaders shared with industrialists the belief that practical men accus-
tomed to dealing with the realities of economic life could better deter-
mine sound economic policies than parliamentarians and bureaucrats,
who often lacked first-hand knowledge of the everyday world and were
subject to pressures extraneous to the economic matters at issue. Hence,
at the outset of the republican period, both large-scale industry and the
trade unions favored removing broad areas of economic decision mak-
ing from state control and assigning those matters to quasi-official bodies
in which labor and management enjoyed equal representation.? This
arrangement appealed to the capitalists since it offered a means of off-
setting the otherwise insuperable numerical superiority of the workers.
If economic policy could be brought under the influence of bodies in
which management enjoyed equal representation with labor, Germany’s
politically active industrial leaders would find it easier to defend their
interests than if such matters were left to the free play of forces in the
democratically elected parliaments of the Republic.

For a time, this strategy of de-politicization appeared to succeed. It
received institutional form in the Zentralarbeitsgemeinschaft (ZAG), the
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national capstone to the structure of labor-management boards estab-
lished under the auspices of the Stinnes-Legien Agreement. During
1919, with the state apparatus still debilitated as a result of the revolu-
tion and overtaxed by the problems of demobilization and peacemaking,
the ZAG arrogated to itself a variety of quasi-official functions. With its
industrial and union spokesmen cooperating frequently by virtue of a
shared commitment to restoring peacetime produetivity, the ZAG man-
aged to exert a strong, often decisive influence on the shaping of post-
war German economic policy. It played an important role in dismantling
the wartime web of economic controls, a step that greatly facilitated the
efforts of big business to free itself from government constraints.® The
ZAG also proved useful in quashing leftist threats to restoration of the
business-as-usual conditions desired by Germany’s capitalists. When left-
ist political groups pressed, in 1919, for a shorter workday in the mines,
despite an acute coal shortage, the union spokesmen in the ZAG backed
management’s resistance to this step. They also joined with management
by throwing the ZAG’s weight against proposals to bestow extensive
powers on the workers’ councils that had sprung up in the wake of the
revolution and which posed a threat not only to management’s authority
but to the unions’ role as agents for the workers as well. From the stand-
point of big business, the ZAG proved resoundingly successful in the
early phases of the Republic in insulating the economic sphere from the
new pressures of mass politics released by the revolution.

Reemergent stresses between management and labor soon undercut
the effectiveness of the ZAG. The refusal in March 1920 of the indus-
trial leadership to denounce the Kapp Putsch and endorse the unions’
general strike appeal soured relations considerably. But ultimately the
experiment in class collaboration succumbed to a host of pressures, espe-
cially those exerted by the chronic postwar inflation. Management could
cope with inflation simply by raising prices at its discretion. Because of its
strengthened bargaining rights, organized labor initially did not fare
badly. But in the phase of hyper-inflation, wages—which were paid only
at set intervals—lagged increasingly behind prices.* Despite pleas by la-
bor representatives in the ZAG for wage increases to keep pace with
prices, most industrial firms preferred to exploit the favorable situation
and maximize profits. As a result, the ZAG's labor support eroded as
various unions withdrew from participation. The authority of the ZAG
also dwindled as a consequence of assumption of many of its advisory
functions by the provisional economic council (vorlaufiger Reichswirt-
schaftsrat, or RWR), a consultative chamber established by the Weimar
constitution and made up of labor, management, and public-interest
delegates. In 1923, with the ZAG already severely weakened by union
defections and encroachments of the RWR, it received a fatal blow when
the coal industrialists took advantage of the Franco-Belgian occupation
of the Ruhr to force a suspension of the eight-hour workday that formed
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one of the cornerstones of the Stinnes-Legien Agreement, which had
given rise to the ZAG. The organization lingered on for some years but
ceased to wield any meaningful authority. With its incapacitation, the
strategy of de-politicization also came to an end.

Well before the disintegration of the ZAG, the limitations of that strat-
egy had become evident. Once the Reich bureaucracy recovered from
the shock of revolution and underwent personnel changes making it ac-
ceptable to the new regime, it began reasserting its control over eco-
nomic policy. With the convening of the first republican Reichstag in the
summer of 1920, matters of vital concern to big business, such as taxes,
increasingly became the subject of parliamentary legislative battles and
of struggles within the political parties and coalition cabinets. The lead-
ers of big business had prepared for this development, having decided
early on to supplement the strategy of de-politicization by plunging into
the partisan politics of the new Republic. During the Empire, they had
felt little need for personal political involvement since businessmen usu-
ally found it more convenient to bypass the parties and deal directly with
government officials, who were, for the most part, well disposed toward
their interests and whom the quasi-authoritarian constitutional order
shielded from popular and parliamentary pressures. During the final
decades of the Empire. overt participation by prominent businessmen in
partisan politics had declined markedly, although some sought to de-
fend their interests by exerting behind-the-scenes influence on the par-
ties of the right.> The advent of the democratic Republic brought a
sharp reversal of that trend, however, as some of Germany’s most prom-
inent businessmen abandoned their accustomed nonpartisan stance to
assume an active and open role in the so-called biirgerlich, or bourgeois,
parties.®

Most big businessmen who entered politics affiliated themselves with
the major rightist party, the German National People’s Party (DNVP),
or—in even greater numbers—the more moderate and liberal German
People’s Party (DVP). Smaller numbers joined the Catholic Center Party
and the left-liberal German Democratic Party (DDP), both of which col-
laborated with the Majority Social Democrats in the “Weimar coalition”
that governed the Republic during much of its early existence. Factors
that differed from person to person determined the choice of parties:
religion, traditional loyalties, regional political configurations, and per-
sonal ties. But regardless of formal party affiliation, politically active big
businessmen felt a tie to each other that transcended partisan divisions
since politics remained for them a mere matter of interests and conve-
nience. Most carried little ideological baggage aside from a commitment
to private property and private enterprise. They shared an abhorrence
of socialism in all forms and a strong aversion to government regulation
of economic activity as well as to expanded state welfare measures that
necessitated increased taxes. But apart from sharing in the generally
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nationalistic outlook toward the rest of the world and the bitter rejection
of the Versailles territorial settlement then so widespread in Germany,
they seldom displayed interest in-non-economic issues. When they made
a rare effort to articulate their political philosophies, they most often
employed the words “national” and “liberal.” In the German usage of
the day, a “national” outlook amounted to a self-proclaimed dedication
to disinterested pursuit of the nation’s intergst thar all too often masked
a nostalgic allegiance to the status quo of 1914. The meaning of the word
“liberal” has frequently been problematical in Germany, but in business
circles of the republican period that term carried especially sweeping
connotations. One industrialist gave expression to this when he ex-
plained his position to an acquaintance after the demise of the Republic:
“As you well know, I have always been liberal, in the sense of Kant and
Frederick the Great.””

Some members of the business community not only joined political
parties but also secured election as parliamentary deputies. The Repub-
lic’s system of proportional representation facilitated this by enabling
candidates to gain election on a party list of nominees without having to
campaign actively. The new system took effect with the elections for the
first republican Reichstag in 1920, which produced a chamber studded
with prominent figures from the ranks of big business, including Hugo
Stinnes; his general director, Albert Vogler; Kurt Sorge, a Krupp direc-
tor and chairman of the industrial Reichsverband; former Krupp man-
aging director, Alfred Hugenberg; and Carl Friedrich von Siemens of
the Berlin electrical equipment dynasty. But as most of these men de-
voted their attention primarily to their day-to-day business affairs and in
some cases also sat in the ZAG or RWR, they could not spare much time
for parliamentary responsibilities. They attended plenary sessions of the
Reichstag only infrequently and took little part in the work of its stand-
ing committees. Because of their demanding business activities, as well as
an aversion to assuming political responsibility at a time when intractable
circumstances made unpopular measures unavoidable, most declined
ministerial posts, thus costing their parties opportunities for increased
influence at the cabinet level.® Their parliamentary colleagues soon
came to regard them with misgiving since they frequently failed to at-
tend important roll calls, yet served as vulnerable targets for leftists seek-
ing to portray the bourgeois parties as lackeys to the great capitalists.”
Since their parliamentary duties proved a tedious burden, most of the
major big business figures had decided before the 1924 elections to with-
draw from the Reichstag. Thereafter, the parliamentary representation
of big business devolved upon men not actively involved in management
at all or upon secondary management figures.

In none of the bourgeois parties did big business hold a wholly com-
manding position, and in the often heated competition with other in-
terest groups for favorable places on the parties’ lists of candidates,
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big business suffered from a severe handicap. Unlike most of those
groups—the trade unions, the organizations of artisans, white-collar
workers, retail merchants, government officials, and farmers—it lacked
a mass constituency of its own. In bargaining for advantageous candida-
cies, the spokesmen of big business could not promise to the parties the
prime commodity of electoral politics: large blocs of reliable votes. To
compensate for this deficiency, big business drew on another commodity
needed by the parties, one it possessed in relative abundance: money.
From the standpoint of Germany’s big businessmen, elective politics in
the Weimar Republic quickly became a matter of offsetting the numbers
behind other interest groups with the financial resources of big busi-
ness—a matter of pitting money against votes.

In using money to protect their political interests, big businessmen
employed a variety of stratagems.!® Some of their spokesmen received
coveted “safe” places on the bourgeois parties’ lists of nominees when
business interests interceded on their behalf with the national leadership
of those parties by holding out the prospect of financial aid. In other
instances, big business interests concentrated their resources at the local
or regional level to secure the nomination and election of their candi-
dates by essentially the same method. A more direct solution involved
simply buying the services of parliamentarians: A deputy or prospective
deputy received a place on a company’s payroll in a sinecure with the
tacit understanding that he would serve as a parliamentary agent. A de-
corous way to achieve the same goal entailed giving an influential politi-
cian a seat on a company’s supervisory board, a post that entailed few
duties and little responsibility but carried with it a lucrative honorarium.
In still other instances the initiative came from the side of the parties.
Hoping to obtain subsidies from big business interests, party leaders
sought out persons from the business community and bestowed on them
places on their candidate lists that assured election, thereby demonstrat-
ing the party’s concern for the welfare of big business. On the whole,
the bourgeois parties welcomed business participation, since it usually
brought financial support.

The case of IG Farben, the giant chemical corporation formed in
1925, illustrates the possibilities for using business money to gain parlia-
mentary representation.!! In the late 1g20s Farben’s supervisory board
included three Reichstag deputies, one each in the DDP, the Center, and
the DVP. In addition, one of the firm’s directors, Wilhelm Kalle, served
as DVP deputy both in the Reichstag and the Prussian Landtag. A spe-
cial secret committee, presided over by Kalle and known as the Kalle-
Kreis or the Krianzchen, managed Farben’s political money. Acting with
far-reaching discretionary powers, it bestowed each year a total of about
300,000 marks on the DDP, the Center, and the DVP, with the largest
amount normally going to the DVP. During national or Prussian election
campaigns the firm distributed additional payments of roughly the same
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magnitude to the same parties. These were considerable sums at a time
when the annual budget of the national headquarters of a major party
such as the DNVP came to only about half a million marks and when a
bourgeois party could mount an election campaign in some of the thirty-
five electoral districts of the Republic for as little as 20,000 10 30,000
marks.12

Farben by no means stood alone in comtributing to more than one
party. Few big businessmen felt a strong loyalty to any of the Weimar
parties, with the possible exception of some devout Catholics who clung
to the Center Party on grounds of religious identification.'® For most,
party politics amounted to little more than a bothersome sphere of ac-
tivity that required at least a minimal amount of attention and the alloca-
tion of some funds. They regarded their contributions as investments
for the purpose of maintaining barriers to socialism and assuring access
to those in power for their firms. They would have preferred a single
united bourgeois party and looked with envy to the United States, where
a simpler party system seemed to make it easier for their American
counterparts to influence the shape of national policy.!* In the absence
of such a united party, others joined Farben in spreading their political
money across the political spectrum in hopes of thereby strengthening
the bourgeois clements in Germany’s politics and ensuring that they
would have friends in power regardless of which parties governed at any
particular time.

The absence of any centralized direction or even coordination of ef-
forts on the part of big businessmen to pit money against votes greatly
hampered the effectiveness of those efforts. Contrary to widespread be-
lief, the national or peak-associations of big business—the so-called Sput-
zenverbinde—which might have served as levers for pressure on the
politicians, played no part in either the collection or disbursement of
political money.'®> The leaders of the industrial Reichsverband, which
rested on a precarious merger of groups whose economic interests fre-
quently conflicted, scrupulously refrained from partisan political activity
in order to avoid additional internal dissension; so, for similar reasons,
did the leadership of the Vereinigung der Deutschen Arbeitgeberver-
binde, the national association of employers’ organizations charged with
defense of industry’s interests in labor-management questions. More
specialized national trade associations, representing particular branches
of big business, similarly abstained from direct involvement in party pol-
itics. All of these national associations engaged in political activities, of
course, as their officials assiduously cultivated key figures in the bureau-
cracy and lobbied vigorously in the parliaments of Germany on behalf of
big business. But they played no direct part in the delicate process of
transforming money into influence.

Lacking any nationwide system for managing their political money,
big businessmen pooled their financial resources for political purposes
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in a variety of ways. In some parts of the country, the smaller and fre-
quently more homogeneous regional industrial associations collected
money from member firms and disbursed it to political parties. From all
indications, however, much more appreciable sums came from regional
pooling arrangements established specifically for political purposes out-
side the framework of the existing trade associations. The Kuratorium
fiir den Wiederaufbau des Deutschen Wirtschaftslebens of Berlin, cre-
ated in 1919, managed the political funds of industrial firms in and
around the capital as well as those of the large Berlin banks that served
all of Germany.!6 It sought to bring as many active businessmen as possi-
ble into politics and to influence the policies of the parties. To those ends
it disbursed sizeable sums to all the major bourgeois parties during na-
tional election campaigns. The largest share went, at the outset, to the
DDP, later to the DVP, with the Center Party and the DNVP also receiv-
ing sizeable allotments. In 1928 the resources of the Kuratorium suf-
fered a major diminution when the major Berlin banks, preferring to
manage their political contributions themselves, withdrew their support.
Later, the depression reduced the organization to insignificance by dras-
tically curtailing the willingness of the remaining participants to contrib-
ute. Other regional organizations similar to the Kuratorium, about
which less is known, operated in many parts of the country.!?

The coal, iron, and steel firms of the Ruhr also sought to combine
their political money to increase its impact. In the early years of the
Republic, they made use of an autonomous organization established late
in the Empire for just that purpose: the Kommission zur Sammlung,
Verwaltung und Verwendung des Industriellen Wahlfonds.!® Its funds,
like those of the Kuratorium, derived from assessments levied on par-
ticipating firms. At the time of the 1919 and 1920 elections, the Kommis-
sion disbursed considerable sums to the bourgeois parties, earmarked in
many cases for candidates regarded as especially valuable from the
standpoint of industry. But with the depreciation of its financial reserves
during the inflation, it faltered. In 1924, after stabilization of the mark,
the Kommission gave way to a less formal arrangement whereby the coal
industrialists on the one hand and those of iron and steel on the other
established separate funds which were disbursed in coordinated fashion.

Administration of these two funds fell initially to Alfred Hugenberg,
who had long played an important behind-the-scenes role in the Kom-
mission.!® A former civil servant who sat as a DNVP deputy in the na-
tional parliament throughout the Republic, after serving as managing
director of Krupp from 1gog to 1918, Hugenberg was at the time—and
still is—often mistakenly portrayed as an agent of industry. By shrewdly
investing the large amounts of industrial money placed at his disposal
during the war to mobilize public opinion in favor of annexationist aims,
he made himself financially independent of his backers in the postwar
period and became a political force in his own right. Although he con-
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tinued to command a following in industrial circles of the Ruhr, particu-
larly among the coal operators, he alienated many of the most influential
men of the iron and steel industry during the late 1920s. They resented
his growing arrogance and deplored his ideological adherence to the
rigid line of the ultranationalist Pan-German League. On occasion his
beliefs led him to slight the immediate economic interests of big busi-
ness, as with the Dawes Plan, which he opposed despite German indus-
try’s desperate need for the American credit which only approval of the
Dawes Plan would make available. These differences came to a head in
1927, when Hugenberg sought to use the political money of industry to
gain control of the DNVP by denying its chairman, Count Kuno von
Westarp, a voice in the allocation of that party’s share of those funds.
Some of the leading Ruhr iron and steel industrialists, who had long
mistrusted Hugenberg because, among other reasons, of his closer ties
with the coal operators, regarded this move as a high-handed misap-
propriation of their money and a threat to the unity of a party they
regarded as a bulwark of conservatism. Supplying Westarp generously
with funds raised by a special levy on the iron and steel firms, they cir-
cumvented Hugenberg and took over administration of their own politi-
cal money.?? Hugenberg, who captured the leadership of the DNVP in
1928, continued to command the allegiance and financial backing of in-
fluential industrialists and to represent the political hopes of extreme
right-wing elements in the business community, at least unul the final
phase of the republican period. Then, as will be discussed below, his
followers in big business circles dwindled, becoming alienated by his ob-
durately negative policies, which deprived him of any voice in govern-
ment, as well as by his support for agrarian interests in their increasingly
acrimonious clashes with industry over trade policy.

Collaboration of the Ruhr iron and steel industrialists with the coal
operators resumed early in 1928 when the most influential of Hugen-
berg’s industrial critics, Paul Reusch of the Gutehoffnungshite com-
bine, took the lead in forming a secret organization of twelve top
industrialists, the Ruhrlade.?! This group, drawn from the coal and iron
mdustries of the Ruhr and Rhenish regions, met once a month, formally
attired for an evening of sociability and deliberation about matters of
common interest. In March 1928 they agreed to use their new organiza-
tion to administer the political contributions of the great Ruhr industrial
firms during the campaign for the May Reichstag elections of that year.
The men of the Ruhrlade themselves took over the task of assessing and
collecting the contributions of the iron and steel industry. Assessment
and collection of the levy for the coal industry remained in the hands of
the coal operators. The Ruhrlade, however, arrogated to itself authority
over the expenditure of both levies and continued that practice in fol-
lowing years. On the basis of available evidence, the annual sum at its
disposal amounted, in the period 1928-3o0, to at least 1.2 million marks,
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and possibly to as much as 1.5 million marks. This gave its members
control over the largest political fund of big business, and probably of
any special interest group, in Germany. At the time of the 1928 elec-
tions, the Ruhrlade contributed at least 200,000 marks to the national
headquarters of the DNVP, which amounted to nearly half the money
that party received from large donors. A similar amount probably went
to the DVP, with a lesser sum going to the Center Party. The Ruhrlade
also supported individual candidates it regarded as especially friendly to
industry. After the elections of 1928, it subsidized the DNVP and DVP
to the extent of 5,000 marks a month each, and it gave 3,000 marks
every month to the conservative Catholic Bavarian People’s Party.

These efforts by big business to use its money to gain influence over
the non-socialist parties and to secure representation for its interests
in the parliaments of the Republic yielded disappointing results.?? De-
spite the often formidable financial resources the capitalists and their
agents could bring to bear, the politicians showed themselves disconcer-
tingly resistant to manipulation through material rewards and punish-
ments. This proved particularly true with regard to the crucial allotment
of those coveted top places on the parties’ lists of parliamentary candi-
dates that virtually guaranteed election under the Republic’s propor-
tional system of representation. While the leaders of the bourgeois
parties displayed a willingness to assign a few such nominations to
spokesmen of big business, they stubbornly resisted pressure to expand
their number appreciably. The political agents of big business repeat-
edly retaliated by threatening to withhold financial contributions unless
the parties met their demands. That tactic produced little in the way of
results, however. From the politicians’ point of view, big business
amounted to merely one clamorous pressure group among many, and
far from the most potent in a political sense. While it could threaten to
withhold money, its competitors from less wealthy pressure groups
could confront party leaders with a more dire prospect: loss of the blocs
of voters over which they exercised influence. Moreover, the politicians
knew from experience that the threats of big business almost invariably
proved empty, since the capitalists had no real alternative. Their prime
political concern lay with maintaining the non-socialist parties as a bul-
wark against the parties of the left; to withhold customary contributions
at election time would only subvert that aim. Politicians could thus defy
big business with impunity. After blustering and delaying, its spokesmen
virtually always made donations as usual in the end, fearing that failure
to do so would only strengthen the enemies of capitalism at the polls.
Only the tumultuous upheavals of 1932 would eventually lead some po-
litically active capitalists to withhold their usual contributions.

Because of these limitations big business remained weakly represented
in the Reichstag. Its spokesmen amounted to small minorities even in the
bourgeois parties. In the chamber as a whole, the proportion of in



28 ONE

dustrial spokesmen fluctuated between 4 and 7 percent prior to 1930,
when massive Nazi gains reduced the level still further.23 Considerably
stronger representation went to spokesmen of interest groups compris-
ing large numbers of voters. Despite the continuing shrinkage of agri-
culture, agrarian spokesmen commanded a steady 14 percent of the
seats in the parliaments of the 1920s.2* Educated estimates of the num-
ber of deputies identified with civil service interests ran as high as a
quarter of the chamber, counting all those, such as retired military of-
ficers and also clergymen, dependent on government pay or pensions.2?
Another large and potent block of deputies comprised spokesmen and
members of the three trade union movements—socialist, Christian, and
liberal. Because of the union membership of most SPD deputies, the
union bloc carried far more weight than the number of out-and-out
union officials in the chamber would suggest.26

Big businessmen also suffered many disappointments in their efforts
to influence politics indirectly through control of the press.?” Taking
advantage of the setbacks which war and inflation had dealt to the inde-
pendent entrepreneurs who previously owned most of the German
press, big business interests gained control over many of the important
newspapers of Germany during the early 1920s. Hugenberg, employing
the funds entrusted to him by his wartime industrial backers, put to-
gether a media empire that encompassed a nationwide press service,
scores of provincial newspapers, several large newspapers in Berlin, and,
eventually, the country’s biggest film studio. However, Hugenberg soon
began to use the media he controlled for political purposes that, as al-
ready noted, sometimes clashed with the interests of the business com-
munity. During the inflation Hugo Stinnes, purportedly the richest
industrialist in Germany, acquired a string of newspapers, including the
Deutsche Allgemeine Zeitung (DAZ), one of the major dailies in the capital.
After the collapse of Stinnes’ financial empire following his death in
1924, the government covertly subsidized the DAZ to prevent its acquisi-
tion by Hugenberg or by left-liberal critics of the government. In 1927,
when public disclosures made continuation of this arrangement impossi-
ble, the DAZ secretly passed, through the intermediacy of Foreign Min-
ister Gustav Stresemann, into the possession of a consortium of big
business interests that included Ruhr industrialists, the major shipping
firms of Hamburg and Bremen, and the large banks of Berlin. When the
DAZ began to incur deficits with the onset of the depression, it received
heavy subsidies from the Ruhrlade, as did a major conservative paper of
the Ruhr, the Rheinisch-Westfilische Zeitung of Essen. The chief figure of
the Ruhrlade, Paul Reusch, also exercised control, through the financial
holdings of his firm, over three major newspapers, the Miinchner Neueste
Nachrichten in Munich, the Schwdbischer Merkur of Stuttgart, and the
Frinkischer Kurier of Nuremberg. In 1929 IG Farben secretly invested
heavily in a prestigious left-liberal daily that commanded a national
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readership, the Frankfurter Zeitung, thus bringing yet another major
newspaper at least partially into the orbit of big business.

From the standpoint of the big businessmen involved, these efforts to
shape public opinion by exercising ownership rights over newspapers
yielded meager results. It proved difficult even to control the content of
the papers in which they had invested. Much of the difficulty lay in the
very nature of newspaper operations. The necessity for rapid, on-the-
spot decision making under the pressure of inexorable deadlines ef-
fectively precluded sustained day-to-day dictation of news and editorial
content by financial backers themselves heavily engaged in the demand-
ing tasks of managing large business concerns and associational organi-
zations. Big businessmen thus usually found themselves forced to
depend on intermediaries in their dealings with the newspapers in which
they had invested. The case of Hugenberg, who exploited his role as an
intermediary to dictate, for his own political ends, the editorial policies
of the papers he had acquired, illustrates the perils of such an arrange-
ment. So do the experiences of Stinnes, Reusch, and the consortium that
owned the DAZ, all of whom had to rely heavily on the editors of the
papers over which they enjoyed financial control. To a striking extent,
those editors could make use of their control over day-to-day operations
to maintain an appreciable degree of independence from their papers’
financial backers.?® Another limitation of the effectiveness of big busi-
ness’ efforts to use the press lay in the paradox that overt or conspicuous
control of the newspapers in question only diminished their effective-
ness by discrediting them as capitalist mouthpieces in the eyes of much
of the reading public they were intended to influence. This consid-
eration dictated IG Farben’s circumspect handling of the Frankfurter
Zeitung, which left that paper’s staff free from direct interventions in
editorial policy. Big businessmen involved directly with the press occa-
sionally sought to overcome these obstacles by issuing policy guidelines,
planting editorials of their own devising, or securing the dismissal of an
offending journalist.?® They doubtless succeeded in disseminating a
great deal of propaganda simply by keeping the papers they subsidized
afloat. But these members of the business community who became in-
volved with the press remained, almost without exception, dissatisfied
with the results of their often extremely expensive ventures into jour-
nalism.

Efforts by big business interests to disseminate their viewpoints
through the public relations agencies created by various industrial orga-
nizations during the 1920s proved similarly disappointing.3° In general,
only newspapers and magazines already well disposed to the business
community drew on publications and handouts from these agencies.
The major liberal newspapers, whose high-quality coverage of economic
affairs gained them a wide readership in influential political and busi-
ness circles, showed themselves impervious to such heavy-handed at-
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tempts at influence. Moreover, to the frustration of Germany’s big
businessmen, the prestigious and influential liberal press consistently as-
sumed a critical stance toward the country’s large-scale enterprises,
trusts, and cartels. Even the Frankfurter Zeitung, despite Farben’s hold-
ings of its shares, steadfastly denquinced the perils of large concentra-
tions of capital—although avoiding explicit denunciations of Farben
itself—and defended the principle of a plumlistic Economy of many en-
trepreneurial co-equals.3! Not surprisingly, most big businessmen re-
garded the press as a predominantly hostile force throughout the
Republic.

Another disillusioning aspect of big business’ involvement in politics
lay in the unwillingness of politicians to stay bought. Hugenberg pro-
vided the most conspicuous and painful example. His doctrinaire intran-
sigence and his frequent disregard for the immediate material interests
of the business community progressively alienated those who had origi-
nally propelled him into politics. By the end of the republican era, in-
creasing numbers of his former backers in industry were seeking—in
vain—to remove him from the leadership of the DNVP.32 Gustav
Stresemann provided a less dramatic example of the same phenome-
non.3? He had entered politics during the Empire as a spokesman for
finishing and consumer-goods industries. After the revolution he solic-
ited support from the leaders of the business community for his new
party, the DVP, assuring them it would defend their interests. Yet he,
too, proved a disappointment since he vigorously resisted efforts to turn
the DVP into a mere tool of big business. He pursued what most business
leaders regarded as a foolhardy and perilous policy of collaboration with
the Social Democrats, playing a leading role in bringing them into the
cabinet in 1929 and again in 1928. Not until Stresemann’s last years,
when he became preoccupied with his duties as foreign minister and
suffered from declining health, did he neglect his loosely organized
party’s affairs sufficiently to allow big business interests to increase the
number of its deputies beholden to them. But until his death in 1929 he
managed, if with mounting difficulty, to hold the party behind his policy
of conciliation with the left.

Stresemann’s party colleague and successor as foreign minister, Julius
Curtius, provides another example of the unreliability of politicians
from the viewpoint of big business. A lawyer with numerous industrial
clients as well as close family links to one of Germany’s largest mining,
iron-producing, and manufacturing combines, the Gutehoffnungshiitte,
Curtius was elected a DVP deputy with big-business support. When he
became economics minister in 1925, he was initially regarded as the busi-
ness community’s man in the cabinet, but he eventually attracted the ire
of many of his former backers by making decisions based on his percep-
tion of the general welfare, as when he vetoed proposed increases in the
price of coal.3* By the time Curtius left the Economics Ministry in 1929
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to succeed Stresemann at the Foreign Ministry, he had come to be
viewed with suspicion and dislike in most big business quarters. A similar
fate befell his short-term successor as economics minister, Paul Mold-
enhauer, another DVP parliamentarian, whom IG Farben had recruited
through election to its supervisory board.?> Moved to the post of finance
minister late in 1929, just as the first effects of the depression became
felt, Moldenhauer quickly roused the ire of the business community
through his attempts to devise a politically viable fiscal policy. In the
spring of 1930, hostility on the part of industrial elements within his own
party contributed to his decision to resign.

Contemporary observers, as well as most historians, have tended to
attribute great effectiveness to the financial resources German big busi-
ness brought to bear on politics during the Weimar Republic. The busi-
nessmen themselves saw things in a very different light. They became, in
fact, fully aware of the multiple and formidable obstacles they encoun-
tered in attempting to transform their economic potency into political
influence. While they readily agreed with those observers who saw the
contest between money and votes as an uneven one, from their view-
point the advantage lay not with superior financial resources but with
superior numbers.

3. Assets

Although frequently frustrated in their attempts to influence electoral
processes, to mold public opinion, and to manipulate politicians, Ger-
many’s capitalists did not see their worst fears about the new democratic
Republic realized. After the abortive efforts of the post-revolutionary
period, the issue of socialization receded. Instead of the economic
decline many had predicted, a startling recovery took place during the
second half of the decade. Once the hyper-inflation and the severe defla-
tionary policies of stabilization had been surmounted, the economy re-
gained lost ground at an astonishing pace. Despite territorial losses that
substantially reduced the country’s supply of numerous key natural re-
sources and diminished its industrial capacity, and despite the overall
contraction of economic activity in Europe, the industrial output and
foreign trade of the Republic had outstripped those of the considerably
larger Empire by the late 1920s. Although the rate of growth lagged well
behind that of the pre-war era and unemployment remained high, an
appreciable degree of prosperity nevertheless returned to Germany, be-
stowing sizeable profits on most of its capitalists. In addition, the men of
big business found in the course of the 1920s that under the Republic
they possessed quite a few notable assets, some of which they owed, at
least in part, to developments since 1918.

Even the despised Versailles peace settlement, which so offended the
nationalistic sensibilities of Germany’s big businessmen, did not lack ben-
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eficial side-effects for them. The reparations issue proved especially im-
portant in that regard. By conjuring up the specter of a confiscation of
physical assets by the victors, that issue added to the obstacles to sociali-
zation since it was widely assumed that the country’s former enemies
would respect the principle of private property more than that of public
ownership.! The practicalities of reparation payments also quickly re-
stored the influence of the business commanity In the now republican
governmental circles of Berlin. Faced with a myriad of technical eco-
nomic and financial problems, many international in scope, the leaders
of the new state began early to rely on the expertise of prominent bank-
ers and industrialists in devising responses to the victors’ demands. Far
from becoming outsiders facing a hostile official environment, some of
the country’s most prominent capitalists found their guidance in matters
with far-reaching ramifications eagerly sought by the leaders of the new
state.? The reparations issue strengthened the hand of the business com-
munity in domestic politics as well, giving to its economic interests a
weight far in excess of the number of its parliamentary supporters. As
republican officials soon discovered, the victorious powers preferred
reparations arrangements that enjoyed at least the acquiescence of the
industrial and banking circles that controlled the major sources of cap-
ital in Germany. Since the victors demonstrated a much less accommo-
dating attitude about reparations schedules and modalities of payment
in the absence of such acquiescence, even leftward-oriented cabinets
found themselves forced to make important concessions to the political
spokesmen of big business interests during the early years of the Repub-
lic in order to demonstrate that those interests stood behind at least the
fiscal aspects of government policy. This need to placate foreign opinion
with an eye to the reparations issue contributed significantly to the in-
ability of the early republican governments to enact legislation that
would have made large-scale enterprises shoulder a realistic share of
taxes when the postwar inflation rendered the existing revenue system
ineffective.3 In the autumn of 1929 the collapse of German passive re-
sistance to the Franco-Belgian occupation of the Ruhr after the Reich’s
default on reparations enabled the country’s industrial leadership to un-
dercut one of labor’s principal revolutionary gains. Exploiting the need
for increased production in order to meet the victors’ demands for rep-
arations, the industrialists brought the Berlin authorities to relax the
prohibition against a workday of more than eight hours.* Big business
did not exact all it had hoped to from the reparations issue, having failed
to secure the return of the state railways to private ownership, for exam-
ple. But Germany’s capitalists, even as they denounced as exorbitant and
unworkable the “tribute” extracted from their country by its former ene-
mies, exploited the problems the reparations issue created within Ger-
many to enhance their own position in the new postwar order.
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The chronic inflation of the Republic’s first half-decade also offered
advantages to much of the business community, especially large-scale
industry.® The depreciation of the currency not only drastically cut the
real value of the taxes paid by firms but also gave them an opportunity to
reduce the effective costs of their payrolls, which underwent upward
adjustment at less frequent intervals, and thus more slowly, than did
prices. In addition, the runaway inflation sharply diminished the indebt-
edness of those business enterprises whose managements chose to pay
off old debts in greatly devalued paper currency. German industry in
particular increased its assets dramatically at the expense of its creditors,
including the banks that had traditionally controlled great quantities
of investment capital. Extensive new investments took place at what
amounted to public expense, as the national bank, the Reichsbank, per-
mitted firms to borrow, at interest rates far below the currency’s rate of
depreciation, the money it frantically printed to keep pace with a spiral-
ing demand for credit. Alert industrialists promptly plowed those loans
into capital goods that retained value, then repaid the loans with de-
preciated paper marks, which the Reichsbank accepted at face value.
The decline of the mark’s value in relation to foreign currencies spurred
this industrial expansion by increasing demand abroad for German ex-
ports, which sold at prices well below those of competitors. While big
business did not, as some critics charged, control or determine the
course of the great inflation, many of the country’s big enterprises took
abundant advantage of the hapless government policies that allowed the
currency to lose value. Part of the business community helped to fuel the
inflation, profited from it, evaded a meaningful share of taxation, and
emerged with holdings enlarged at the expense of social groups less able
to take advantage of the opportunities offered by rapid currency depre-
ciation.

Following stabilization of the currency in late 1923, the non-socialist
cabinets that reordered the economy adopted policies highly favorable
to the business community.® Most vestiges of wartime Zwangswirtschaft
disappeared. The government permitted employers to require longer
hours of work in ever more industries. New tax laws gave favorable
treatment to corporations and limited income taxes on the wealthy while
increasing the excise levies that weighed most heavily upon the mass of
consumers. Past business tax debts were scaled down or written off. The
industries of the Ruhr received generous compensation from the state
treasury in new, hard marks for the reparations deliveries in kind they
had made after the collapse of passive resistance. The government effec-
tively obstructed efforts on the part of aggrieved creditors to require
prompt and equitable restitution from debtors, including the many in-
dustrial firms that had profited when inflation wiped out financial obli-
gations set in fixed amounts of depreciating paper marks.”
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Republican foreign policy proved, during the years of stabilization, to
offer advantages for the business community. The Dawes Plan, which in
1924 provided for a regularization of reparations payments along lines
laid down by an international committee of experts, produced a large
infusion of foreign credit, especially from the United States. That devel-
opment helped shield Germany’s capitalists from the full impact of the
deflationary monetary policies of the pést-inflation period. With the
help of credit from abroad much of industry embarked on what became
known as the rationalization movement.® Production in many branches
became concentrated in large units utilizing assembly lines and the man-
agement techniques pioneered by the American Frederick W. Taylor;
sophisticated labor-saving machines automated and accelerated produc-
tion; and the need for labor diminished. Trade policy benefited the busi-
ness community, too. When, by the terms of the Versailles Treaty,
Germany regained control over its tariffs in 1925, a rightward-oriented
cabinet presided over adoption of a schedule of import duties that went
far toward providing the protection demanded by an alliance of indus-
trial and agrarian interests.? During the rest of the decade the govern-
ment sought to placate protectionist interests even as it negotiated
agreements with other European countries designed to reduce barriers
to trade so as to increase German exports. By taking advantage of the
business community’s continuing need for loans and investments from
western European countries and the United States, the Foreign Ministry
under Stresemann managed to dampen opposition from that quarter to
the policy of meeting reparations obligations and conciliating Germany's
former enemies in the West, especially Britain and France. As the archi-
tect of German foreign policy throughout the period of stabilization,
Stresemann sought to exploit Germany’s robust economy to offset the
military and poliucal advantages of the victorious powers. As a result,
the Foreign Ministry worked hand in hand with big business interests—
particularly those in the key iron and steel industries—in an effort to
coordinate public and private economic policy in such fashion as to yield
the greatest foreign policy gains in the direction of a revision of the
Versailles settlement. When the interests of business groups came into
conflict with government policy, the latter prevailed, sometimes to the
considerable chagrin of the businessmen involved. But at a time when
Germany possessed no military force with which to back its aims in the
international sphere, Stresemann and the other officials of the Foreign
Ministry looked upon big business as a vital asset. The leaders of the
business community could, on the whole, expect solicitous responses to
their wishes from the side of the Wilhelmstrasse.'?

Throughout most of the republican period, Germany’s capitalists
could also count upon support from the Economics Ministry.'! After
1922 it remained, with only one brief interruption, in the hands of a
succession of non-socialist ministers well disposed to the interests of the
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business community. Spokesmen of big business could count on a sym-
pathetic hearing from its officials, who enforced most regulatory laws
and drafted much national economic legislation. The requests of busi-
ness interests did not always meet with approval, as those officials upheld
the traditions of the proud, professional German civil service and
showed themselves quite capable of rejecting entreaties from even the
most imposing of petitioners. Still, a number of biases predisposed the
men who ran the Economics Ministry to look favorably on big business.
A product of the war, that ministry continued to bear the marks of its
formative years, during which the imperial government chose, in the
name of efficiency, to deal predominantly with large firms and the asso-
ciational organizations they dominated. Its officials tended as well to pre-
fer the seeming rationality of business “self-regulation” to the less
orderly workings of a free-wheeling competitive marketplace. In consid-
erable measure because of this orientation of its personnel and its
domination by pro-big business ministers, the ministry undercut the Re-
public’s one major piece of cartel-regulating legislation, enacted in 1923
while the Social Democrats participated in the cabinet. Under the benign
scrutiny of the Economics Ministry, which had responsibility for enforc-
ing the 1923 law, cartels continued to flourish in much of industry, limit-
ing production and setting prices.!? With the blessing of the ministry,
huge trusts dominating key industries horizontally sprouted alongside
the more loosely organized cartels, the most conspicuous being the I1G
Farben chemical combine formed in 1925 and the United Steel Works
brought into being a year later by an amalgamation of some of the
largest iron and steel firms in the country. Encouraged by both the For-
eign and Economics ministries, German steel producers also played a
prominent part in forming, in 1926, the international steel cartel, which
regulated production and prices throughout western Europe. The ac-
quiescence of the republican government to these combinations in
restraint of trade permitted some of Germany’s most prominent capital-
ists, despite their affirmations of the virtues of capitalism, to indulge—as
during the Empire—a persistent aversion to competition as well as a
penchant for controlling production and setting prices in an effort to
ensure for themselves risk-free, guaranteed-profit markets.!'?

The leaders of big business could legitimately claim a share of credit
for the striking improvement in their position during the 192o0s. In
terms of organization, Germany’s industrialists enjoyed far greater cohe-
sion than they had during the Empire. Wartime economic mobilization
and curtailment of foreign trade mitigated differences of interest that
had formerly produced repeated open clashes between domestically ori-
ented basic industries and export-oriented manufacturers. Previously
organized nationally into rival associations, these two groups cooperated
closely during the war and the revolutionary period. In 1919 they
Jjoined, along with the young chemical industries, in a single industrial
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association, the Reichsverband der Deutschen Industrie.'* Concerned
primarily with national economic policies, the Reichsverband assumed a
place alongside the nationwide league of industrial employer organiza-
tions, the Vereinigung der Deutschen Arbeitgeberverbiinde, created
shortly before the war, and the venerable national organization of local
chambers of industry and commerce, the Deutscher Industrie- und
Handelstag.!> Of these Sputzenverbinde, pr peak-associations, the most
politically active, the Reichsverband, was dominated by big business in-
terests. Well financed, elaborately organized, and led by prominent in-
dustrialists, it took up the task of heading the lobby for die Wirtschaft. Its
officers enjoyed access to the highest officials of the Republic, including
chancellors and presidents, and could present their arguments directly
to them. Its professional staff bombarded cabinet members, ministerial
officials, and parliamentarians with barrages of statistics and position
papers designed to back up those arguments. The able and well-
connected officials of the Reichsverband helped to mold the industrial
spokesmen in the Reichstag, who sat scattered among the bourgeois par-
ties, into a small but cohesive bloc that sometimes proved very effective
at trading votes with other interest groups to build or block majorities on
issues of importance to industry.'® The Reichsverband itself served as a
national forum where disparate industrial interest groups could seek to
reconcile differences.

A general diminution of strife within the industrial camp facilitated
these efforts at reconciliation on the part of the Reichsverband. In part,
that development reflected a heightened solidarity among men who
shared a sense of being on the defensive in a hazardous new political
environment. To some extent it reflected as well the spread of large-
scale, mixed enterprises with involvements sufficiently complex as to
blur some of the lines that had sometimes divided industry into warring
camps during the Empire, particularly on trade policy. But a major fac-
tor in the lessening of conflict within the industrial camp lay in the suc-
cess of interindustrial diplomacy at arranging compromise settlements
among branches of production with divergent interests. The most im-
portant of these settlements came about in the middle of the decade,
when the major iron and steel producers reached the first of a series of
secret accords, known as the AVI Agreements, with the principal users
of iron and steel in manufacturing.!” Those accords removed the objec-
tions of the chief domestic processors of those vital commodities to the
higher prices that would result from protectionist tariffs, since the pro-
ducers guaranteed them sizeable rebates on those portions of their iron
and steel purchases they put into exported products. This enabled the
manufacturers to compete in the world market by charging lower prices
for the goods they sold abroad than for those they sold in the protected
German market. As a result, they abandoned their traditional opposition
to protective tariffs, at least until the depression upset these arrange-
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ments. In such ways, German industry closed ranks in response to the
loss of the sheltered and privileged position it had enjoyed during the
Empire.

The remarkable improvement in the fortunes of the business commu-
nity during the 1920s owed more than a little to the disarray in the ranks
of its chief adversaries, the country’s socialists. War and revolution had
left them irreconcilably divided politically by schisms that eventually
hardened into fratricidal strife between the Social Democratic and Com-
munist parties. During Weimar, big business no longer had to face a
formidably united, steadily growing socialist movement of the kind that
had seemed to menace the capitalist order before the war. In the larger
of the socialist parties, the SPD, moderate revisionist, reformist elements
held sway after the secession of its radical Marxist wing and the failure of
attempts at socialization. They looked toward a gradual transformation
of the capitalist system rather than its overthrow. A residual Marxist
determinism led much of the intellectual leadership of the SPD and the
closely affiliated socialist trade union movement to view positively the
overall course of capitalist development in Germany. With optimistic fa-
talism men like Rudolf Hilferding, the ranking theoretician of the Wei-
mar SPD, concluded that the “organized capitalism” they saw taking
shape would lead inexorably toward an even more organized socialism if
the capitalists were permitted to continue reshaping the economic or-
der.!8 Even cartels and other price-fixing, production-regulating combi-
nations seemed to represent positive portents of a rapidly decaying
capitalist individualism and evidence of an emergent collectivistic
trend.!® Viewing themselves more as eventual heirs of the capitalist sys-
tem than as it conquerors, the Social Democrats, under the leadership of
men of Hilferding’s outlook, offered little resistance, even while their
party sat in the government of the Republic, to the domination of overall
national economic policy—Wirtschaftspolittk—by non-socialist political
forces well disposed toward the business community.

4. Liabilities
Despite their overall good fortune the capitalists of Germany found that
the republican order not only left them with notable assets but also im-
posed certain distressful liabilities on them. The most onerous of these,
from their point of view, came to be known collectively as Sozialpolitik.!
In the context of the Weimar Republic that term stood for an array of
welfare-state measures designed to improve the lot of wage earners.
Building on the foundations laid by Bismarck, the republican regime
expanded Germany’s already elaborate system of social insurance, cap-
ping it in 1927 with a comprehensive national unemployment insurance
program. Further measures regulated the hours and conditions of work,
governed labor-management relations, and protected the interests of
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wage earners in still other ways. This expansion of Sozialpolitik enjoyed
broad political support not only from the left but also from the middle
and even the right of the political spectrum. As Count Kuno von West-
arp, leader of the rightist DNVP, explained in 1927 to a disgruntled
capitalist who had complained about his party’s backing for an addi-
tional piece of legislation for Sozialpolitik, the matter boiled down to ele-
mentary political arithmetic: Three-quarters of,the voters were wage
earners.?

One aspect of Weimar Sozialpolitik came to attract the particular ire of
the business community: the state system for binding arbitration of la-
bor-management disputes.? Beginning in 1923, unresolved contract ne-
gotiations went before joint labor-management boards, each presided
over by a government official who cast the deciding vote in the event of a
deadlock. On the request of either of the two sides, the government
arbitrator’s verdict became legally binding for both. Even in the absence
of such a request, he could impose a settlement. Coupled with the system
of industrywide contracts instituted during the early years of the Repub-
lic at labor’s insistence, the new system vested government arbitrators
with enormous authority in the field of labor-management relations. Ini-
tially, management acquiesced in the new system, which provided a con-
venient means of compelling employees to work longer than eight
hours, in line with the government’s concessions to management follow-
ing the collapse of passive resistance to the Ruhr occupation in 1923.
After the stabilization of the mark, however, labor-management dis-
putes centered increasingly on wages, as the trade unions sought, with
growing success, to improve the remuneration of labor in a time of reviv-
ing prosperity. As judgment after judgment resulted in wage increases,
the business community came to view the Labor Ministry, which admin-
istered the arbitration system, as hostile and biased. A mounting chorus
of protest charged that Germany's capitalists were being forced to pay
excessive wages that had little or nothing to do with the market forces
that should determine the value of labor in a sound economy and still
did so in countries with whose industries German producers had to com-
pete.* Zwangswirtschaft, the coercive and—in the eyes of the business
community—stultifying system of economic regulations imposed by the
state during and immediately after the war, seemed to have survived at a
crucial nexus in the productive process: the relationship between em-
ployer and employee.

Despite the objections of the business community, the Republic’s So-
zialpolitik continued to expand throughout the 1920s, so that by the end
of the decade Germany had outstripped all comparable European coun-
tries in terms of the proportion of productivity allocated by the national
government to social and welfare purposes.® At other levels of govern-
ment a similar pattern prevailed as federal states and municipalities
spent heavily on new public facilities and expanded their entrepreneur-
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ial activities in such fields as utilities to an extent that seemed a kind of
“cold socialization” to much of the business community.® Defenders of
Sozialpolitik contended that the country could well afford the taxes re-
quired to support this long overdue redistribution of its wealth among
those whose toil ultimately created it. Real wages in Germany, they
pointed out, lagged behind those in such competing industrialized coun-
tries as Britain, Sweden, and the United States. Trade union leaders
argued that, by increasing mass purchasing power, Sozialpolitik would set
off renewed industrial expansion in response to rising domestic de-
mand.” But in the virtually unanimous opinion of the country’s cap-
italists, the burgeoning Sozialpolitik of the Republic amounted to a
burdensome, even crippling, intrusion of state power into economic af-
fairs that contravened all sound principles and imperiled the country’s
recovery.® They attributed the country’s continuing economic problems
to ever accelerating increases in taxation and other levies for social and
welfare purposes, which they contrasted with the much lower prewar
levels. Citing the shortage of capital that kept German interest rates sig-
nificantly higher than those in any other major country, they charged
that heavy levies for Sozialpolitik impeded the capital formation needed
to fuel the sort of large-scale investment that had made possible the
sustained economic growth of the prewar era. Because of wartime cap-
ital losses and the burden of reparations, they argued, Germany simply
could not afford a great increase in public expenditures for non-
productive purposes. Instead, as much capital as possible must be left in
the private sector in order to spur investment. Wages pushed to artificial
heights by the state arbitration system had, they contended, hampered
investment by withholding capital from those in a position to put it to
productive uses. They blamed the persistent unemployment of even the
Republic’s most prosperous years on the arbitration system, arguing that
when some workers received wages higher than productivity warranted,
others must lose their jobs since the money available for payrolls no
longer sufficed for all. Pointing to Germany’s prevailingly negative bal-
ance of trade, they warned that inflated wages handicapped efforts to
export German goods by forcing up their prices while at the same time
stimulating non-essential imports by increasing mass purchasing power
at home. The economy had become neither capitalist nor socialist, big
business critics charged, but instead a bastard construct they and the
business press referred to variously as state socialism, pensioners’ state,
or trade union state.?

This indictment of Weimar Sozialpolitik could be, and was, challenged
on many counts.'? As so often in the case with disputes about economic
matters, the data employed did not always meet the highest standards of
accuracy or objectivity. For example, the business critics of the state ar-
bitration system habitually exaggerated the magnitude of pay increases
by comparing republican wage rates with those of the Empire on a nomi-
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nal basis rather than in terms of purchasing power. They also omitted
mention of the trend toward the welfare state even under the imperial
government. Nor did they allow for the possibility that the labor-
displacing effects of the postwar industrial rationalization movement
might have contributed significantly to the disconcerting unemployment
that marked even the relatively prosperous years of the late 1920s. The
business indictment of the interventionisr welfake state was not free of
inconsistencies, either. Some of the same prominent capitalists who
joined in the chorus of complaints about government assistance to work-
“ers showed no hesitancy about requesting state aid when their own en-
terprises encountered difficulties.!!

Despite all this, the business critics of Weimar Sozialpolitik cannot be
dismissed altogether as hypocritical and biased. The costs of welfare
state measures did in fact increase rapidly, a development that unavoid-
ably led to a higher level of taxation and to significantly increased social
levies on employers. During the second half of the decade, wages shot
up dramatically as a result of state arbitration rulings in favor of labor.
The criticism of republican Sozialpolitik from the side of the business
community unquestionably raised legitimate questions about the effects
on prices and capital formation of a rapid expansion of the welfare state
and of state intervention in labor-management relations. Most of the
professional economists of the day sided with the critics of Sozialpolitik.'?
A half-century later the research of a respected economic historian has
led him, too, to conclude that republican Sozialpoliik went too far, 100
fast, outstripping productivity and acting as a brake on growth.!* These
complex questions seem bound to remain the subject of controversy for
some time to come. But regardless of who was, or is, right, the important
point here is that it became an article of faith among German men of big
business that state intervention in socio-economic matters had during
the republican era exceeded all sound limits. Sozialpolitik, they firinly be-
lieved, lay at the root of many, if not most, of the nation’s economic
difficulues.

This negative assessment of republican Sozalpolitik prevailed among
the executives of the great firms located in Weimar Germany's industrial
heartland, the Ruhr. Those firms had developed during the nineteenth
century mainly through their production of heavy industrial products,
especially coal, iron, and steel. By the 1920s, however, diversification
and vertical expansion had involved many of the Ruhr firms so deeply in
the manufacture of finished products as to make anachronistic the desig-
nation “heavy industry” generally applied to those firms at the time and
ever since. To be sure, the Ruhr firms still owed their prominence in
considerable measure to their output of coal, iron, and steel, but the
heightened demand for these basic industrial commodities as a conse-
quence of war and reparations served to conceal the slackening need for
them in the maturing domestic economy of Germany. The Treaty of
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Versailles had further heightened the prominence of the Ruhr by sever-
ing from the Reich some of its other major industrial regions. During
the Republic, industrial production centered to an unprecedented ex-
tent in the Ruhr, with the result that the executives of its great firms
loomed larger than ever before within the business community. These
executives rarely possessed a socially progressive outlook. Their enter-
prises still required large labor forces, despite increasing rationalization
and mechanization, so that wages and the terms of work bulked large in
their operations. These issues had given rise to a long history of labor-
management strife that stretched back into the imperial period and had
shaped the outlook of the Ruhr executives of the Weimar period. Their
adversarial attitude toward labor became further heightened during the
early years of the Republic, when the region became the focal point of
violent civil conflict. In response to the Kapp Putsch of 1920, armed
leftist bands had seized control of extensive portions of the Ruhr until
Freikorps units suppressed them in bloody and protracted street fighting.

Surrounded by an often sullen, sometimes openly hostile army of
manual laborers, the Ruhr magnates looked back nostalgically to the
days of the Empire, when they had ruled their industrial domains ac-
cording to the Herr<im-Hause principle. They also looked back longingly
to the double-digit profits they had achieved before the war. By contrast,
they found the postwar profitability of their firms lagging behind those
of other industries, and they had no doubt what was to blame; they
blamed, of course, the actions of the republican governments.!* The so-
called coal socialization law remained a particular source of resentment.
It left in private hands ownership of the mines that yielded that vital
extractive product of the Ruhr, but it restricted management’s authority
by subjecting certain aspects of the coal industry’s operations—most im-
portant, prices—to government regulation. Sozalpolitik, too, had re-
duced the decision-making freedom of the Ruhr industrialists. They
particularly deplored the legal restrictions placed on the length of the
workday, which made more costly their practice of operating blast fur-
naces and mines around the clock. They denounced as “political wages”
the labor contracts imposed by the state arbitration system. These wages,
they maintained, coupled with the added taxes and other levies for wel-
fare-state purposes, had driven up production costs and hence the prices
of their products. Potential purchasers, themselves handicapped by the
shortage of investment capital attributable in large measure to the ex-
cesses of republican Sozialpolitik, had to curtail their orders. Their trou-
bles, the men of the Ruhr complained, arose from misguided laws
enacted by politicians seeking the favor of the uninformed masses with-
out any regard for the dictates of economic rationality. Critics of Ruhr
industry, however, had another explanation for these troubles. They
charged that the management of the big firms there had miscalculated
the demand for iron and steel and overexpanded their plants during the
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postwar period. This had saddled their companies with burdensome ex-
cess capacity and debilitatingly high interest payments on large amounts
of borrowed—as opposed to invested—capital. The industries of the
Ruhr had not fallen victim to Weimar’s Sozialpolitik, their critics charged,
but had instead imposed their problems on themselves through faulty
investment and financial decisions.!®

The Ruhr industrialists remained impervious to such countercriti-
cism, convinced as always that the sources of their problems lay with
others. Grouped together in a small, compact area and linked by per-
sonal and organizational ties, they formed a distinctive clan within the
business community, unified as much by common experiences, regional
solidarity, and shared prejudices as by specific economic interests.
Among other things, a strong aversion to organized labor and the SPD
bound them together. They also mistrusted virtually everyone outside
their Revier, or “preserve,” as they referred to the Ruhr. This mistrust
applied especially to the republican government in Berlin, but also to
businessmen elsewhere and in other branches of production. The ex-
ecutives of the Ruhr accepted high offices in the industrial Reichsver-
band, but by the middle of the decade their leaders had begun to find
that broad-based national organization too cautious, too conciliatory
toward labor, and too friendly toward export interests for their tastes.
To give greater weight to their own hard-line views, they developed a set
of interlaced regional associations that enabled them to mount a lobby of
their own even while maintaining the facade of industrial solidarity by
remaining within the Reichsverband. The largest and most active of
these regional associations was the venerable Verein zur Wahrung der
Gemeinsamen Wirtschaftlichen Interessen in Rheinland und Westfalen,
the so-called Langnamverein, or “long-name” association. Linked closely
to the regional branch of the iron and steel producers’ trade association,
the Langnamverein became the chief forum and lobbying instrument of
Ruhr industry, providing it with an institutionalized form of privileged
access to the politicians and cabinet members of the Republic. During
the latter part of the 1920s its hard-line voice increasingly became heard
alongside that of the Reichsverband as the men of the Ruhr sought to
marshal stronger resistance to those aspects of the republican era, espe-
cially its Sozialpolitik, which they deplored.!®

In 1928 the Ruhr iron and steel industrialists resorted to direct action
by defying an arbitration ruling.!” When a government arbitrator,
acting at the request of labor, declared binding a finding, rejected by
management, which raised wages in those industries, the Ruhr indus-
trialists refused to recognize that ruling on technical grounds and then
summarily shut down their plants, locking out nearly a quarter-million
workers. That act of defiance demonstrated the vulnerability of the re-
publican government, which proved unable to enforce compliance with
the arbitration ruling. But the iron and steel men saw their triumph
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become a Pyrrhic one when most of the rest of industry, including the
Reichsverband, refrained from endorsing their action, which affected
the livelihood of close to a million men, women, and children. So strong
was the public reaction that two-thirds of even the normally pro-business
DVP deputies voted with a Reichstag majority in favor of providing gov-
ernment aid for the victims of the lockout. In the end, the embittered
iron and steel industrialists had to back down and accept a modified
arbitration ruling, having been deprived of a decisive victory over the
“trade union state” by what they saw as the subservience of politicians to
the masses and the pusillaniminity of most of their fellow businessmen.

In 1929 the Ruhr industrialists again broke step with the rest of indus-
try by opposing the Young Plan, the new reparations settlement that
would reduce Germany’s annual payments but spread them over the
coming fifty-nine years.!® Despite reservations about Germany’s ability
to pay, the leaders of the Reichsverband tacitly assented to the plan. In
their eyes its drawbacks were outweighed by the lower taxes and the
continued flow of foreign credit they expected from it, as well as by the
promised withdrawal of the last occupation troops from the Rhineland
five years ahead of schedule. The Ruhr industrialists objected, however,
to permitting political considerations to override what they saw as an
unacceptable financial commitment on Germany’s part and serious tech-
nical flaws in the mechanisms of the new plan. Balking at the govern-
ment’s obvious effort to yoke industry to the plan, they brought the
Langnamverein to eschew any responsibility for its implementation.
Their opposition certainly helped to fuel the nationalistic reaction
against the new reparations settlement. But only a handful of Ruhr in-
dustrialists went so far as to endorse the unsuccessful effort, led by Al-
fred Hugenberg, to block the Young Plan by means of a plebiscite
backed by an array of rightist groups that included Adolf Hitler’s small
party. When Albert Vogler of United Steel resigned from the German
delegation rather than approve the plan, Ludwig Kastl, executive direc-
tor of the industrial Reichsverband, took his place and affixed his sig-
nature to the final version.!?

Although the contentious attitudes of the Ruhr industrialists did not
typify the outlook of the business community as a whole, a new militancy
became evident at the end of the decade even within the leadership
ranks of the traditionally reserved Reichsverband.?? A major factor in
this was the rapidly growing deficit in the budget of the Reich govern-
ment as a result of the recession that became noticeable early in 1929.
The business community placed primary blame for the recession and the
deficit on republican Sozialpolitik. The decline in economic activity, and
hence in tax revenues, seemed to the men of big business the direct
result of a capital shortage produced by exorbitant welfare levies and
inflated “political wages.” On the expenditure side of the deficit, busi-
ness spokesmen pointed to the mounting outlays for welfare-state pur-
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poses, particularly for the national unemployment insurance system
established in 1927. The regular income of that system, derived from
levies imposed on employers and employed workers, quickly proved in-
adequate to cope with the sustained high unemployment of the late
1920s, so that the system became dependent on large subsidies from the
national treasury. For a time the Young Plan segmed to offer hope of a
way out by lowering the government’s anual reparations payments. A
widespread belief prevailed at first that the new plan would not only
allow the government to cover its deficit but also permit tax reductions
that would stimulate the economy by encouraging business investment.
But as the international negotiations necessary to implement the plan
dragged on beyond the end of 1929, the ever growing deficit rendered
such hopes illusory. The leaders of the Reichsverband responded to this
turn of events in December with a barrage of angry speeches and a man-
ifesto bearing the alarming title “Rise or Ruin?"2! No longer could one
expect the Young Plan to solve the Reich’s fiscal problems, they warned.
Instead, Germany could hope to meet even its new, reduced reparations
obligations only if it effected sweeping changes in its domestic policies to
free as much capital as possible for investment in the private sector. To |
that end the Reichsverband set forth a long list of demands. Expen-
ditures for welfare-state purposes must be cut; the bureaucracy must be
pared down; state interference in labor-management disputes must be
limited to cases that affected the most basic needs of the population;
direct taxes, such as the graduated income tax and corporate taxes, must
be reduced; indirect taxes on mass consumption items must be in-
creased; a general overhaul of public finance at all levels must be under-
taken to achieve the greatest possible economy in government. The time
had come, the Reichsverband proclaimed, for an end for compromises
with socialism. In effect, its leaders had proclaimed something less ab-
stract: an end to their acquiescence in the tacit socio-economic compro-
mise that had come to lubricate the parliamentary system of Weimar
democracy through appeasement of labor by means of Sozialpolitik and
management by means of Wartschaftspolitik.

This growing dissatisfaction with government policies gave rise at the
end of the decade to renewed criticism of the political institutions of the
Republic. Well into the 1920s some prominent businessmen continued
to express a longing to return to the “non-partisan” state of the imperial
period.?2 But so long as the Republic seemed to accept capitalism, most
reconciled themselves to living with parliamentary democracy.?* The
nearly half a decade of non-socialist rule that began with the SPD’s de-
parture from the cabinet in late 1923 made that accommodation easier.
It became more difficult when, following impressive SPD gains.in the
spring Reichstag election of 1928, a Social Democrat, Hermann Miller,
assumed the chancellorship of a great coalition cabinet that encom-
passed Stresemann’s pro-business DVP on the right. Despite abundant
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evidence that the SPD had become a cautiously reformist representative
for organized labor’s interests, German capitalists seized on the rem-
nants of Marxist rhetoric in its programs and pronouncements as proof
that the “Reds” had not abandoned their aim of overthrowing capital-
ism. Particularly ominous seemed the espousal in 1928 by the socialist
trade unions of a long-term program aimed at achieving “economic de-
mocracy.” One tenet of that program called for an ever-increasing voice
for workers in decision making at the company level.? Since that could
come about only at the expense of the authority of management, “eco-
nomic democracy” appeared to Germany’s business leaders nothing
other than socialization in new garb.25 The strong presence of the SPD
in the new government also posed a formidable obstacle to the cur-
tailment, or even containment, of republican Sozialpolitik. Roughly co-
incidentally with the formation of the new cabinet, attacks on the
parliamentary system began to appear with increasing frequency in the
business press and in the statements of business spokesmen.26 Yet, while
the opinion was often ventured that too much authority lay in the hands
of the popularly elected parliament and the parties that dominated it, no
consensus prevailed about how to remedy that situation. One formula
discussed in the business press called for the establishment, alongside
the Reichstag, of a corporatist chamber with veto power over socio-
economic legislation. Composed of representatives of labor, manage-
ment, and consumer interests from all sectors of the economy, such a
chamber would, its proponents argued, act as a check on the wage-earn-
ing masses and foster greater realism about economic constraints. But
corporatism struck many leaders of big business as a stultifyingly rigid
system that might well benefit the more numerous small producers at
the expense of the larger ones. Corporatist schemes thus found little in
the way of a following in the business community. Except for the steel
industrialist Fritz Thyssen, whose views were shaped by Catholic social
thought, the proponents of corporatism were professors, journalists,
and associational officials.2” In any event, creation of a corporatist cham-
ber would, like other schemes proposed as checks on the Reichstag—
such as enlargement of the authority of the president or the finance
minister—have necessitated the two-thirds majority in the national par-
liament required for constitutional alterations.?® Given the composition
of the Reichstag elected in 1928, which saw a resurgence of the SPD,
such a majority lay far beyond the realm of feasibility.

It would be misleading to leave the impression that a tide of concerted
opposition to the Republic swept through the business community at the
end of the 1920s. The available evidence does not permit any such con-
clusion. One finds instead a complex pattern of attitudes, ranging from
negative to positive. In September 1929 the influential liberal daily,
Frankfurter Zeitung, detected a division in political outlook among the
country’s industrialists.?® On the one hand, particularly in the Rubhr,
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mounting dissatisfaction with republican institutions scemed unmistak-
able. On the other hand, the Frankfurt paper found that elsewhere a
widespread readiness for positive cooperation within the framework of
the new state prevailed in the industrial circles. The paper saw as a chal-
lenge to disgruntled circles in the Ruhr the September meeting of the
industrial Reichsverband in Diisseldorf, the seat of the Ruhr’s principal
association, the Langnamverein, rather than, as had been customary, in
Berlin. At that meeting, which has attracted far less attention from histo-
rians than the one that produced the “Rise or Ruin?” manifesto three
months later, the chairman of Germany’s largest association of indus-
trialists, Carl Duisberg of 1G Farben, took an outspoken position with
regard to the Republic. “The Reichsverband of German industry,” he
proclaimed at the plenum session in Disseldorf, “cannot adopt a stand
of opposition to, or aloofness from, the new state as it is today but must
instead take its stand in that state and with that state.” The very fact that
Duisberg felt compelled to make such a statement reveals, of course, that
allegiance to the Republic was far from self-evident in industrial circles.
But after quoting Duisberg’s words, the Frankfurter Zeitung drew, on the
eve of the Great Depression, an optimistic conclusion about where the
industrialists of Germany stood politically after a decade of democracy:
“By far the larger part of industry has long since aligned itself with this
positive outlook.”
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The Early Party, Businessmen,
and Nazi Economics

1. Patrons of the Fledgling Movement

Farly in January 1919, two weeks before the election of a National As-
sembly to draft the newly proclaimed Republic’s constitution, the or-
ganization destined to replace the republican order was born in a back
room of a Munich tavern. Initially named the German Workers’s Party,
Nazism began its tumultuous course as the creation of a collection
of social misfits: skilled workers who could not accept the international-
ism_or the proletarian self-image of the socialist movement, marginal
petty tradesmen, unsuccessful professional men, and embittered ex-
servicemen without fixed occupations. Throughout its first year the tiny
ﬂedgllng party remained only one of a score of similar vélkisch, or racist,
splinter groups that rejected both the new Republic and the old imperial
system. It would very likely have fallen victim to the factionalism and
organizational weakness that destroyed the rest of those organizations
had not the Munich branch of German army intelligence ordered one of
its agents, ex-corporal Adolf Hitler, to gather information on the party
at a public meeting it held in September 1919. Impressed by what he
heard, Hitler joined. By making use of his remarkable demagogic tal-
ents, he soon became the driving force in the young organization. In
February 1920 he announced to a rally in a Munich beer hall the party’s
assumption of the name National Socialist German Workers’ Party (Na-
tionalsozialistische Deutsche Arbeiterpartei, or NSDAP). On that same
occasion he proclaimed the twenty-five-point program that was to re-
main the party’s official doctrine until its apocalyptic demise a quarter of
a century later.!

The program adopted in February 1920 revealed much about the new
movement.? Its opening sections left no doubt about the party’s vehe-
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ment rejection of the Versailles Treaty and commitment to uniting all
Germans in Europe in a great Reich that would reign over a colonial
empire. Next came a set of anti-Semitic planks that called for withdrawal
of citizenship rights from the Jews of Germany, an end to Jewish immi-
gration, and the expulsion of Jews if difficulties arose in feeding and
providing work for the population. Then followed a set of demands that
had a socialistic ring, including abolition ef “incbmes unearned by work”
as well-as-the-“thralldom of interest payments” for borrowed money,
confiscation of all war profits, state takeover of “all (hitherto) already
incorporated (trusts) firms,” and “profit-sharing in the great industries.”
Further planks in the program called for an expansion of welfare-state
measures to aid the disadvantaged, as well as corporatist vocational
chambers to execute the law. The program stopped considerably short
of espousing a socialist solution to Germany’s economic and social prob-
lems, however. Particularly informative in this respect was a commit-
ment to maintenance of a “healthy middle class.” As steps toward that
goal, the Nazis proposed to “communalize” department stores and rent
them to small traders at low rates and also to direct state purchasing
to small merchants. As this revealed, Nazism’s anti-capitalism focused
from the very outset on large-scale enterprises and spared smaller, old-
fashioned businesses.

Despite the hostility of the 1920 program toward big business, rumors
circulated during the early years of the decade, as the Nazis expanded
their activities to other parts of southern Germany, to the effect that the
NSDAP depended on financial aid from the country’s great capitalists.®
The plausibility of those rumors derived in part from the Nazis’ unre-
mitting bellicosity toward “Marxists,” a term they used interchangeably
with Bolsheviks and applied indiscriminately 1o moderate, reformist
Social Democrats and to revolutionary Communists. Opposition to
Marxism early on assumed a central place in Nazi propaganda. Party
spokesmen placed the blame for the Empire’s defeat in the war and the
outbreak of the revolution on Marxist agitators and conspirators. They
branded Marxists as traitors bent on subjugating the hard-working, hon-
est but unsuspecting German nation—as they had already done in the
case of the Russians—to an international conspiracy controlled by Jews
who wrought their will as adeptly through socialist agitation as through
stock-market manipulation. Because of the emphasis the Nazis placed on
their anti-Marxism, the suspicion arose in some quarters that the grow-
ing size of the NSDAP could be attributed to subsidies from those who
had the most to lose in the event of a Marxist revolution, Germany's big
businessmen.

Hitler himself lent added plausibility to those suspicions by consorting
with capitalists as early as 1922. These initial contacts were an apparently
unforeseen by-product of efforts on his part to establish a branch of his
Bavarian movement in Berlin. Among his ardent early followers in the
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capital was Emil Gansser, an eccentric chemist and would-be inventor
who had worked at the Siemens electrical equipment firm until 1g1g.
Gansser played an active role in the National Club of 1919, whose mem-
bership consisted mainly of army officers and senior civil servants but
also included some businessmen. He arranged for Hitler to address the
club on May 29, 1922, personally issuing the invitations.* According to
the later recollections of some of those present, Hitler skillfully tailored
his version of Nazism’s goals for his conservative audience. He omitted
any mention of his party’s hostility toward big business or its program-
matic commitment to socialistic measures. Instead, he emphasized the
need to rescue Germany from the clutches of Russian Bolshevism and
French vindictiveness. His party, he promised, would play a key role in
the struggle for national emancipation. He portrayed the anti-Marxism
of the traditional parties as ineffective, since those parties could not
strike at the beachhead international Marxism had already established in
Germany by virtue of its support among the country’s workers. Only the
NSDAP, he informed his listeners, offered the sort of economic, politi-
cal, and social renewal necessary to turn the workers against their Marx-
ist seducers. Only his party enjoyed complete freedom from the three
other international forces that threatened Germany: Jews, Freemasons,
and political Catholicism. Nazism stood ready to oppose terror with ter-
ror, to halt the inflation and moral decay that sapped Germany’s
strength, and to reverse the disastrous policy of attempting to fulfill the
terms of the shameful Versailles Treaty, dictated to Germany by its vic-
torious foreign foes.

Hitler’s appearance before the National Club must have seemed a
great success. His listeners rewarded him generously with applause, and
he received an invitation to return, which he did, delivering a second
talk the following month.5 His Berlin speeches also brought him into
touch with the industrialists of Bavaria, with whom he had previously
had no contact. Among those who had heard him speak before the Na-
tional Club was Hermann Aust, an elderly executive of a malt-coffee
firm from Munich, who happened to be in the capital on a visit. Im-
pressed by what Hitler had said, Aust arranged for him to meet infor-
mally with some members of the League of Bavarian Industrialists at the
organization’s Munich headquarters. That encounter led to a somewhat
expanded meeting in the rooms of an exclusive Munich men’s club, the
Herrenklub, and then to a talk by Hitler before a larger audience of
businessmen in the hall of the Merchants’ Guild.® No record exists of
what Hitler told his listeners in Munich on these occasions, but in all
likelihood they heard much the same interpretation of Nazism’s goals as
had his Berlin audiences. When reports of these appearances by Hitler
reached the press, the suspicions of journalists and other concerned
observers that the self-appointed Marxist-slayer of Bavaria enjoyed the
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financial backing of at least part of German big business seemed con-
firmed.”

These suspicions did not wholly lack foundation, at least for a time.
Hitler apparently made a very favorable impression upon some of those
businessmen who in 1922 heard him deliver the version of Nazism he
had tailored for conservative audiences. According to later testimony by
Aust, some of those who had attended the #alk at the Munich Merchants’
Guild afterwards pressed money on him with the request that he pass it
along to the Nazi leader. To be sure, Aust insisted that only modest sums
had been involved.® Nor would anyone expect the industrialists of Ba-
varia to be the source of large amounts of political money since that part
of Germany had remained relatively underdeveloped. And Hitler him-
self later complained that a tight-fisted petite bourgeoisic predominated
in Munich.?

Berlin was a different story. The capital had taken the lead in numer-
ous branches of manufacturing during the nineteenth century and still
commanded this position in several of these in the early twentieth cen-
tury. Hitler’s efforts there in 1922 won him for a time the backing of one
of Germany’s more prominent industrialists, Ernst von Borsig. Al-
though the Borsig family’s venerable Berlin firm, which manufactured
locomotives, boilers, and other heavy industrial equipment, had long
since ceased to count among the largest in Germany, Ernst von Borsig
continued to play a leading role in the nation’s business community. A
charter member of the governing presidium of the Reichsverband, he
would in 1923 be elected chairman of the Vereinigung der Deutschen
Arbeitgeberverbinde, which defended the interests of industrial em-
ployers at the national level in labor-management matters. He had also
served since 1919 as chairman of the north German branch of the prin-
cipal organization of the steel industry, the Verein Deutscher Eisen- und
Stahlindustrieller. In addition, Borsig had played a major part in the
labor-management Zentralarbeitsgemeinschaft set up under the terms
of the Stinnes-Legien Agreement of November 1918, serving as the first
management co-chairman. In that capacity, Borsig appeared to idenufy
himself with a moderate and conciliatory approach toward trade unions
and workers in general. But his true political sentiments, which he con-
cealed both because of his role in the ZAG and out of concern for his
firm’s heavy dependence on contracts from the republican government,
lay with the far right. Like many big businessmen, he contributed money
to both the DVP and the DNVP, but he also covertly channeled funds to
such extreme rightist organizations as Eduard Stadtler’s Anti-Bolshevik
League, the Pan-German League, the Stahlhelm veterans’ legion, vari-
ous Fretkorps units, and the “Black Reichswehr” (troop units covertly
maintained by the army in excess of the limitations imposed by the Ver-
sailles Treaty).!0
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Borsig encountered Hitler when his private secretary, who had at his
request attended Hitler’s first talk at the National Club, persuaded him
to attend the second.!' What he heard left him greatly impressed, he
later explained. He believed he had found in Hitler “a man who could,
through his movement, make a contribution toward bridging the cleft
between the social classes by reviving the national sentiment of the work-
ing class.”'2 Through his secretary, Borsig arranged a private meeting
with the Nazi leader in the course of which he asked how he might assist
Hitler’s efforts to extend his movement to Berlin. Not surprisingly, the
answer involved money. In addition to contributing on his own, Borsig
set out to raise funds among other Berlin industrialists to help Hitler
establish a branch headquarters of the NSDAP in the capital. In this
undertaking he had the assistance of Karl Burhenne, who administered
workers’ benefits for the Siemens electrical equipment firm, which had
until the revolution championed the “yellow,” or company, trade union
movement.'® An acquaintance of Emil Gansser, Burhenne also received
a personal visit from Hitler. He, too, came away from that talk believing
from the Marxist partles Asa result he joined Borsig in attempting to
raise funds to help Hitler open a Berlin branch of the NSDAP. Neither
joined the party, however.

During the Third Reich, when it would have been in their interest to
claim the contrary, both Borsig’s secretary and Burhenne conceded that
these efforts to raise money for the Nazi cause during 1922 had pro-
duced disappointing results. This seems confirmed by the failure of
Hitler’s attempt to establish a branch office of the NSDAP in Berlin at
that time. Burhenne explained his and Borsig’s lack of success in terms
of the hyper-inflation of that time and the distracting effects of the
French occupation of the Ruhr, which, however, did not begin until Jan-
uary 1923.1% According to Borsig’s secretary, the industrialist managed
to convince only a handful of the die-hard nationalists among his most
intimate business associates to contribute funds to the NSDAP. The sec-
retary attributed the undertaking’s failure to the dominance in Berlin
business circles of “non-Aryan” elements.!> While Jews may have held
more prominent business posts in Berlin than elsewhere, only a gross
distortion could portray their influence as so pervasive as to preclude
political activities displeasing to them on the part of non-Jewish busi-
nessmen in the capital. Why most Berlin businessmen refused to support
the NSDAP in 1922 remains uncertain, but very possibly they may have
gained an adverse impression of Hitler’'s movement even at that early
date. Even Borsig may have soon revised his initially favorable opinion
of the NSDAP since his efforts on behalf of that party seem to have been
of only brief duration.'® By the time Hitler returned to Berlin in the
spring of 1923, Nazism’s stock in the capital had fallen sharply. He was
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reduced to riding back and forth across Berlin in the back of a paneled
delivery truck piloted by the eccentric Gansser, who drove him fromone
prospective donor to another. A companion who waited in the truck
during the stops came away with the impression that these exertions
produced meager results.!?7 Not until 1925 did a branch of the NSDAP
come into being in Berlin, and when it did, it sprang from humble ori-
gins, without aid from the capitalists of the tapitaf city.!®

Attitudes in business circles elsewhere toward the NSDAP may help to
explain the resistance encountered by Borsig and Burhenne in Berlin.
As early as 1921 Paul Reusch, a leading Ruhr industrialist, had formed a
decidedly negative assessment of the new party. The Nazis began solicit-
ing funds from Reusch that spring, knowing that his firm controlled one
of the major manufacturing enterprises in Bavaria, the Maschinenfabrik
Augsburg-Niirnberg. Reusch responded by indicating an unwillingness
to become involved in Bavarian politics.'® But when the manager of his
firm’s Bavarian subsidiary sent him a pamphlet that included excerpts
from the NSDAP’s program, he angrily informed the Nazi spokesman
who had asked him for funds that he could not comprehend how any-
one could support a movement which, “along with a great deal of other
nonsense in its program demands the nationalization of all incorporated
business enterprises.” He had notified his Bavarian manager, Reusch
tersely informed his Nazi correspondent, “that we have no reason to
support our own gravediggers.”2? A similar outspokenly negative ver-
dict was rendered on Nazism in an editorial published in the organ of
the association of Wiirttemberg industrialists in late 1922. No educated
and politically aware person could accord sympathy, the editorial stated,
to a movement that displayed such poverty of political ideas, such eco-
nomic quackery, and such crude behavior. Industry, in particular, could
not countenance an appeal to resolve political differences by a resort to
force, since that would only add to industry’s already enormous diffi-
culties.2!

In spite of such negative responses, Hitler and other Nazi spokesmen
continued to seek financial aid from businessmen down to the abortive
beer hall putsch of 1923.22 But even those businessmen in the industrial
North who were ideologically attuned to National Socialism did not al-
ways take the small, struggling southern German movement seriously.
Such was the case with Ludwig Roselius, heir to a firm in Bremen that
had become wealthy by processing and marketing a highly successful
brand of low-catfein coffee, Kaffee Hag. Roselius enjoyed close ties to
vilkisch circles and took an active part in promoting “genuine German”
art and architecture.?3 In 1933, by which time he had become an enthu-
siastic adherent of Nazism, he recounted in a memoir volume a visit he
had received from Hitler eleven years earlier. Hitler had left no doubt
about the purpose of his visit: “I am building a party,” Roselius reported
his announcing. “Do you want to help me?” To Roselius’s chagrin in
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1933, he admitted having replied negatively. He had explained to his
visitor, he wrote, that he could accomplish more on his own than in a
party. But Roselius’s account suggests strongly that in 1922 he had taken
Hitler for a mere dreamer.?* How many other men of commerce and
industry reacted similarly remains unknown, but, aside from Borsig,
there is no solid evidence of any notable businessman having aided the
NSDAP prior to 1924. This was certainly not from want of effort on the
part of Hitler and other Nazis, who showed little compunction about
soliciting funds from the very capitalists they castigated in their speeches
and threatened with their radical program of 1920. In what was to be-
come a familiar pattern, when confronted with allegations of receiving
financial aid from business sources, Hitler heatedly denied everything,
branding such reports as “filthy lies.” 2% Obviously, he recognized early
that the establishment of a link between his movement and big business
would cost him valuable support among his anti-capitalist followers.

A fresh wave of rumors about alleged big business subsidies for the
NSDAP swept through the leftist press during the summer and autumn
of 192g. At that time the Weimar Republic underwent one of its most
severe crises, as runaway inflation, foreign occupation of Germany’s in-
dustrial heartland in the Ruhr, separatist movements in the Rhineland,
and defiance of federal authority by the Bavarian government threat-
ened to set an early end to the Republic. Extremism, and along with it
the Nazi party, flourished. In some quarters, the suspicion again grew
that the Nazis must owe their obviously expanding resources in consid-
erable measure to the country’s capitalists. Not surprisingly under the
circumstances, fingers began to point accusingly at the greatest German
capitalist of all, Hugo Stinnes.?® Having begun his business career by
expanding the family shipping firm in the Ruhr, Stinnes had moved into
coal and steel before the war and had then exploited the great inflation
to acquire a huge conglomerate of widely disparate enterprises. By 1923
he commanded vast amounts of capital. Yet despite Stinnes’s inclination
toward an authoritarian solution to the political crisis of 1923, no evi-
dence has ever been produced to implicate him or his subordinates
in aiding the NSDAP or. Hitler.2” Indeed, Hitler’s denunciations of
Stinnes, in speeches and in print, for having spread the preposterous
notion that Germany’s problems could best be solved by economic rather
than political measures, render the rumors of support by Stinnes for the
NSDAP implausible.28

Although leftist allegations about aid from Stinnes have proved
groundless, the Nazis probably benefited in 1924 from the largesse of
another Ruhr industralist, Fritz Thyssen. The restless and frustrated
fifty-year-old heir of an octogenarian titan of the steel industry who re-
fused to relinquish control of the family firm to his son, the younger
Thyssen channeled his energies increasingly into politics in the early
1920s.29 He had become an implacable foe of the Republic at the very
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outset as a consequence of being seized, along with his father and other
Ruhr industrialists, in December 1918 by worker vigilantes and trans-
ported under guard to Berlin, where he and the others were imprisoned
briefly under harsh conditions until charges that they had collaborated
with the French were dropped. Staunch Catholics and hitherto loyal
supporters of the Center Party, the Thyssens moved to the right, shift-
ing their allegiances to the DNVP. When the French occupied the Ruhr
in early 1923, Fritz Thyssen defied the occupation authorities, who re-
sponded by arresting him, convicting him before a court-martial, and
fining him heavily. Returning home as something of a popular hero, he
lent support to a terrorist paramilitary organization in the Ruhr until the
‘German army quashed it. Then, in October 1923, he traveled to Munich
to aid the rebellion against the Republic taking shape there. At that time,
according to an often cited passage in Thyssen’s memoirs, he donated
the appreciable sum of 100,000 gold marks to the NSDAP. That passage
is of dubious authenticity, however, since Thyssen’s memoirs were
ghostwritten.?? In the light of all the available evidence, it seems unlikely
that Thyssen gave any such sum to the Nazis. Another passage in the
same paragraph of his purported memoirs explicitly states that Thyssen
made his contribution not to Hitler but to General Erich Ludendorff,
then by far the most prominent figure in rightist anti-republican circles
in Munich, “to use it as best he could.” In the interviews with his ghost-
writer prior to preparation of the memoirs as well as in responses to
interrogations after World War 11, Thyssen consistently held to that ver-
sion, maintaining that he had given his money to Ludendorff rather
than to the still comparatively obscure Hitler.?! The general in all like-
lihood allocated some of Thyssen’s contribution to the Nazis, but he
stood at the head of a sizeable coalition of rightist groups and could
hardly have afforded to favor one to the exclusion of the others.

If, as clearly seems the case, the money that reached the NSDAP dur-
ing its early years from prominent capitalists such as Fritz Thyssen and
Ernst von Borsig did not suffice to meet the material needs of a growing
party that by the fall 1923 could lay claim to more than 55,000 members.
to that question will ever be possible since whatever recends fie parn
kept were deslroyed at its dissolution following the a[(empted Munich
putsch.32 But a variety of evidence provides a reasonable basis for recon-
structmg the sources of the party’s funds. ertually all those who have
looked into the matter agree, for example, that in its early years the
NSDAP received aid, in the form of both money and equipment, from
the Bavarian component of the Republic’s army.33 Other funds proba-
bly came from the Pan-German League, which, although in its declining
phase, still commanded a sizeable following, although notin big business
circles.3* Some of Hitler’s well-to-do early followers also provided fund-
ing for the young party. Among them one finds a motley assortment of
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persons that included obscure noblemen, White Russian émigrés, Swiss
sympathuers and a wealthy widow from Finland.?5

In the very early stages of the party’s development, when modest sums
of money could mean the difference between survival and extinction,
the party repeatedly received aid from some of Hitler’s close associates.
One of these, the elderly racist poet and publicist Dietrich Eckart, a lumi-
nary in reactionary Munich literary and artistic circles, provided both
funds of his own and contacts with other benefactors.?¢ During the
period of hyperinflation, money also came from Ernst Franz Sedgewick
(“Putzi’) Hanfstaengl, the quasi-bohemian offspring of a German-
American family of art dealers, who had studied at Harvard and oper-
ated the family gallery in New York throughout the war, thanks to
highly placed Harvard acquaintances. In 1921 Hanfstaengl returned to
Munich, where he fell under Hitler’s sway and made available to the
Nazis some of his dollar resources, the purchasing power of which was
enormously increased by the precipitous decline in the value of the
mark. According to Hanfstaengl’s memoirs, his contributions to the
party were not always wholly voluntary.3” On one occasion, he re-
counted, he came to the rescue of the Vilkischer Beobachter at the height
of the great inflation by extending to the party newspaper a loan in
American dollars which he never succeeded in getting repaid.3® A fur-
ther source of coveted foreign currency during the inflation was another
of Hitler’s early associates, Kurt Ludecke, a footloose young man who
had accumulated some foreign assets by buying and selling various com-
modities during travels throughout Europe and North America.??
Because of the extraordinarily favorable exchange rates during the in-
flationary period. Ludecke could convert those relatively modest assets
into large amounts of German currency. This enabled him, among other
things, personally to recruit, outfit, and feed a Nazi storm trooper
unit.*? In addition, Ludecke traveled to Italy in the summer of 192 and
to the United States the following winter in vain efforts to obtain finan-
cial aid for the NSDAP from Mussolini and Henry Ford.#!

A number of businessmen also figured among the early and loyal pa-
trons of the party, but those known to have aided the NSDAP signifi-
cantly did not stand, by any stretch of the imagination, in the forefront
of Germany’s highly industrialized and cartelized capitalism. They came
instead from much humbler backgrounds. Scrutiny of their livelihoods
reveals a collection of obscure Munich tradesmen, artisans, and retail
merchants; a wealthy farmer who had married into a brewer’s family in a
northern Bavarian village; the proprietor of a family firm that processed
and purveyed cooking oils and spices in Augsburg and the surrounding
region; the operator of an underwear manufactory in a provincial
Swabian town; and one of the owners of a family firm that processed
inexpensive brands of ersatz coffee in Ludwigsburg, not far from Stutt-
gart.#2 Not all of these minor business patrons simply gave money to the

[
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NSDAP. Some extended credit when the party’s own resources ran out,
which could prove vitally important, as in the case of the printers who
produced Nazi newspapers, propaganda tracts, and posters.? Others
donated from their merchandise, including furniture for party offices
and other badly needed supplies, Still others loaned the NSDAP auto-
mobiles and trucks to transport its uniformed legions to rallies.** Some
of the aid from these small businessmen ameunted to something short of
pure donations. The heir to the Ludwigsburg coffee processing works,
for example, provided Hitler with 60,000 badly needed Swiss francs in
1923—when hyperinflation had rendered the mark all but worthless—
but only against the security of jewelry and art works given to the Nazi
leader by female admirers.*>

These female admirers have occasioned considerable confusion about
the sort of people who aided the NSDAP financially during its early
years. In many accounts, Edwin Bechstein and Hugo Bruckmann re-
ceive prominent mention as businessmen who stepped forward to subsi-
dize the Nazis at that time. In actuality, both men came into Hitler's orbit
only by virtue of their wives’ social Tives. The two women, Helene Bech-
stein and Elsa Bruckmann, were in the early 1g20s well into middle age.
Comfortably fixed materially and hungry for entrée to the world of arts
and letters, they presided when in Munich over competing salons fre-
quented by intellectuals and aesthetes drawn from the Bavarian capital’s
reactionary high society. Jealous of each other on many counts, they
shared a devotion to the operas of Richard Wagner that entitles them to
the status of archetypical wealthy Wagnerians. When they discovered,
through mutual acquaintances, an intense young Austrian who could
expound as eloquently about the master of Bayreuth as about the Ver-
sailles Treaty, the Bolshevik Revolution, and countless other political
topics, both women became fascinated by him.*¢ Hitler began receiving
invitations to their salons, where they took pleasure in displaying him as
an exotic conquest from the menacing lower orders of society. From all
accounts, the habitués of their circles found it titillating to attend a gath-
ering where a fellow guest among other things, would upon arriving
hang on the coatrack, alongside his coat and hat, a whip and holster belt
complete with pistol.47 The jealous competition of the two women for
Hitler’s attentions sometimes assumed comic dimensions, as when Frau
Bruckmann indignantly denounced reports that Frau Bechstein had
given Hitler the whip he carried, claiming that she herself had presented
it to him, quite unaware that Hitler had received whips from both his
patronesses, allowing each to believe that he possessed only hers.*®

Because their wives made Hitler a frequent guest, Edwin Bechstein
and Hugo Bruckmann came into contact with Hitler and soon became
sympathizers with his cause. Both undoubtedly extended him material
assistance, but neither was in a position to dispense large sums of money
for political purposes. Both were men of personal wealth, in large mea-
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sure inherited, who lived in the style of the nineteenth-century haute
bour&consne But their financial resources shrank to insignificance when
compdrcd to those generated by the giant enterprises of modern Ger-
man industry, commerce, and finance. Bechstein, along with several
brothers, had inherited a well-established Berlin piano factory that
placed the family name on quality instruments exported around the
world. But despite its renown, the Bechstein firm remained a very small
operation by the standards of twentieth-century German industry, de-
pendent as it was on skilled handicraft labor. Not until 1924 did the
owners convert it from a purely family enterprise into a joint stock com-
pany, and three years after that its capitalization stood at only three mil-
lion marks.4® Bechstein’s circumstances thus set limits to his political
largesse. In 1924 Frau Bechstein testified that her husband had repeat-
edly helped Hitler deal with the financial difficulties of the Vilkischer
Beobachter.®° But according to Hanfstaengl’s memoirs, he and Hitler dis-
covered that Bechstein did not disburse money with abandon when
Hitler dwelt at length on the financial plight of his movement during an
evening they spent at the Bechsteins’.>! This obvious appeal for funds
drew a blunt reply from his host: The Bechstein firm had its own prob-
lems, and no money was available at that time, although circumstances
might perhaps become different later on. Hanfstaengl reports that he
himself then ventured the observation that the party could survive for
several months on the money that could be obtained at a pawnshop
merely for the jewelry Frau Bechstein wore that evening. That sugges-
tion may have led Frau Bechstein to bestow on Hitler the valuable art
objects she told of giving him when she was interrogated in the wake of
his failed putsch of 1923.52 She visited him during his imprisonment,
and the Bechsteins remained loyal to him after his release in 1924. At
that time Edwin Bechstein helped to re-launch Hitler’s political career by
countersigning a bank loan of 45,000 marks to him, most of which
Bechstein eventually had to make good on since Hitler repaid only a part
of that sum.33

Like Edwin Bechstein, Hugo Bruckmann commanded only limited fi-
nancial resources. One of several heirs to a Munich publishing house, he
had in 1917 struck out on his own, establishing an independent publish-
ing venture that he operated until 1930, when the depression apparently
forced him to liquidate it and rejoin the family firm.>* The Bruckmann
family publishing house registered a capitalization of only 2.8 million
marks in the prosperous year of 1926, and Hugo Bruckmann’s indepen-
dent venture was, from all indications, considerably smaller than that.5%
How much direct material aid Bruckmann extended to Hitler remains
uncertain, but one acquaintance later reported that in the late 1920s
Bruckmann helped Hitler acquire a lease on a luxurious apartment in a
fashionable district of Munich, which lent the Nazi leader an aura of
respectability, by guaranteeing the landlord that he would make good on



58 TWO

any default by Hitler on rental payments.>® If that story is true, Bruck-
mann’s material invoivement was minimal, but Hitler benefited signi-
ficantly from it. As with Bechstein, Bruckmann’s aid went to Hitler
personally rather than to the NSDAP; both sought to further a protégé
of their wives as much as a political cause.

Despite their limited material resources, t Bechsteins and the
Bruckmanns could bestow on Hitler gifts"less tangible than money but
nevertheless of indispensable value for an aspiring politician of obscure
and socially limited background. As a guest in their salons and at their
dinner tables, he mastered the basic canons of polite appearance and
demeanor sufficiently to enable him later to move with confidence in the
uppermost reaches of society and politics.>” At the urging of Frau Bech-
stein and Frau Bruckmann he abandoned the tattered suit of clothes
made from an old army uniform that he habitually wore during the
early phase of his political career. They introduced him to fashionably
tailored blue pinstripe suits, tuxedos, and patent leather shoes. At their
tables he learned how to deal with exotic dishes such as artichokes, which
until then had mystified him. In addition to initiating him to these ar-
cana of the upper classes, the Bechsteins and Bruckmanns opened a
whole new stratum of society to their plebeian protégé, who had pre-
viously moved almost exclusively in the circles that frequented Munich’s
coffeehouses and beer halls. At their salons he met professors, writers,
established artists, and noblemen.?® At Frau Bruckmann’s he enlisted
for his cause the future Nazi youth leader Baldur von Schirach, who in
turn won over to Nazism another young aristocrat, Prince Friedrich
Christian of Schaumburg-Lippe. The presence of such men in the party
unquestionably lent respectability to the NSDAP in the eyes of some con-
servative Germans. The Bechsteins first introduced Hitler to the Wag-
ner family in Bayreuth, thereby giving him entrée to the network of
contacts among the Wagnerians of Germany, which likewise enhanced
his stature as a plausible political leader.>? Within a year his introduction
to the Wagner family brought him a valuable endorsement from the
bard of Valhalla’s son-in-law, Houston Stewart Chamberlain, the aging
prophet of Germanic racist doctrine. At Frau Bruckmann’s home
Hitler was to gain his first opportunity to speak at lenglh with a major
industrialist from the Ruhr.5! At a crucial juncture in January 1933 the
Bechsteins’ social connections-w ould enable him to meet secretly at their
Berlin residence with a key ﬁgure in the military establishment in his
successful effort to gain its acquiescence to his appointment as chan-
cellor.62

Hugo Bruckmann also helped Hitler and his movement to gain re-
spectability by playing a leading role in a Nazi front organization de-
signed to make inroads into conservative artistic and intellectual circles,
the Kampfbund fiir Deutsche Kultur, founded in 1927 purportedly to
combat alien influences on Germany’s cultural life. Eschewing any for-
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mal ties with the NSDAP, which it could do by virtue of Bruckmann’s not
belonging to the party, the Kampfbund recruited members from the
cultural elite and repeatedly espoused Nazi positions in the heated artis-
tic and literary controversies that raged during the late Weimar period.
By the end of the decade the Kampfbund was holding public meetings
in the main auditorium of the University of Munich at which such well-
known academicians as Professor Othmar Spann of Vienna, a propo-
nent of corporatism as an alternative to capitalist democracy, spoke to
large audiences.®® Although Bruckmann served as an officer of the
Kampfbund, he made clear his inability to remedy its chronic financial
difficulties.® Still, his conspicuous role in the organization doubtless lent
it respectability and led others to join and thus come under the sway of
Nazism.

Far more important than whatever direct or indirect material assis-
tance Hitler received from his wealthy Wagnerian patrons, or from well-
to-do persons to whom they introduced him, was the respectability their
social sponsorship bestowed on him. They made him gesellschaﬂsfdhig,
acceptable to polite society. This played an invaluable role in transform-
ing him from an outlandish, awkward, and gauche figure from the lower
strata of society into a man eligible for admission to the upper reaches of
politics and, ultlmately, for high state office. The fascination Adolf
Hitler exerted on his two ardent female admirers, Helene Bechstein and
Elsa Bruckmann, brought him an advancement in his quest for power of
a sort difficult, if not impossible, to achieve with mere money.

Overall, large monetary contributions from patrons seem to have
played a minimal role in the growth of Nazism during its early years.
Contrary to the assumptions of many journalists, the NSDAP did not
depend as heavily on large-scale subsidies as did the traditional non-
socialist parties of the Republic. Early on, the Nazis adopted the Social
Democrats’ practice of enforcing the regular collection of dues from
their members. Even though that system was at first less efficiently man-
aged than in later years, it yielded a steady source of income that was
divided between local units and the party’s headquarters, at least until
inflation made the value of even huge amounts of currency problemati-
cal.65 During the hyper-inflation of the spring of 1923, the party re-
ported that a fund-raising campaign to mark Hitler’s birthday had
yielded eleven million marks.%¢ The party raised still more money by
frequently having its adherents subscribe to interest-free loans, which in
time of inflation amounted to gifts to the party.67” Many members also
aided their party by donating long hours of volunteer labor, providing
services and equipment for which the traditional parties had to pay cash
or go into debt.®8 Very early in their party’s development, the Nazis
began using mass rallies as a means of raising funds, charging for admis-
sion and then passing cups and hats after their orators, especially Hitler,
had whipped up the passions of their listeners. The readiness of people
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of modest means to donate what were for them sizcable sums of money
bordered, in the opinion of one observing police agent, “on the unbe-

lievable.”® Another reported seeing money collected “by the bushel”

after a Nazi rally.”® Clearly, Hitler and his associates brought a message
for which many humble people were willing to pay, even at considerable
material sacrifice for themselves. Far from depending on subventions
from Germany’s capitalists, Nazism was m its darly years a genuinely
populistic movement that took root and grew into a full-fledged political
movement because of the fanatical devotion of its rank-and-file fol-
lowers.

2. The Cacophony of Nazi Economic Policies

By 1924 the NSDAP had grown into a full-blown political party of na-
tional significance. In the May Reichstag elections of that year, a slate
composed of its candidates and those of a northern German vilkisch or-
ganization tallied nearly two million votes and captured thirty-two seats.
More than half of those votes melted away in a second national election
held that December, so that the Nazi-vilkisch bloc retained only fourteen
seats in the chamber. In 1928 the Nazis, who had in the interval bested
or absorbed their vilkisch rivals, won only twelve Reichstag seats in an
election held at the height of the Republic’s brief period of stability and
prosperity. But even during Nazism's lean years, its presence in the na-
tional legislature made its economic policies a matter of interest for those
concerned with such questions. Anyone who attempted to establish
where the NSDAP stood on the vital issues of Germany’s economic life
faced a daunting task, however. Despite the NSDAP’s authoritarian
structure, it spoke on economic affairs with a multitude of voices. And
far from attaining anything dpprodchmg unison, those voices pro-
claimed a dissonant array of positions on even some of the most basic
issues of economic pohcy.

Early on, prominent figures in the party sought to cast light on 1ts
principles and aims by publishing their interpretations of the twenty-
five-point program of 1920 and by elaborating further on the party’s
position on important issues, including economic policy. The first of
these commentaries, a forty-five-page pamphlet that appeared in late
1922 or early 1923, came from the pen of Alfred Rosenberg, would-be
ideologue of National Socialism and editor of the party newspaper, Vil-
kischer Beobachter. Promising in its title to reveal the “nature, funda-
mental principles, and goals” of the NSDAP, Rosenberg’s pamphlet
conveyed the impression of being party endorsed. The author adorned
it with a dedication to Hitler and explained in his foreword that he had
written the pamphlet to counter false reports about National Socialism
until a forthcoming publication by the party leader appeared.!
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Readers of Rosenberg’s commentary may well have concluded that
one such false report involved a firm commitment on the part of the
NSDAP to the word “socialist” in its name. Rosenberg avoided using that
word except in the neutralizing compound Nationalsozialismus. He
stripped the second part of that compound of any economic specificity,
defining it by means of a ponderous circumlocution as “the recognition
that merely extending social charity to those who help create and build a
state does not suffice, but rather that the state has the duty to exercise a
supervisory function over all those things that each of its members
needs.”? Rosenberg then proceeded to circumscribe that supervisory
function by sharply qualifying the most anti-capitalist tenet of the
NSDAP’s 1920 program, Point 13, which called, in garbled language, for
a state takeover of “all (hitherto) already lncorporated (trusts) firms.”
That plank should not be construed Rosenberg explalned to mean a
commitment to “full” SOClalIZathn,w a pern1c1ous doctrine that spelled
death to all “creative entrepreneurship.” Point 13 merely indicated Na-
tional Socialism’s determination to “ﬁght” and “break” those forces that
obstructed free and creative enterprlse by establlshlng monopolies.
Fgr_emost among ‘those forces bulked the “world trusts” controlled by a
powerful network of 1nternatlonal bankers and stockbrokers, ultimately
masterminded by a worldwnde conspiracy of Jews.? Nazi trust-busting, as
expounded by Rosenberg, tended to become virtually synonymous with
anti-Semitism. For him, economic problems reduced easily to questions
of “race.”

Hard-working, honest German industrialists had little to fear from
Rosenberg’s brand of National Socialism. The Nazis in no sense opposed
“inventive, productive entrepreneurship” or Germany’s “national indus-
try,” he reassured his readers.* Not even the growth of large firms dis-
turbed Rosenberg. National Socialism, he explained, refused to regard
enterprises as evil simply because of their size since in many instances
large firms could provide the people with needed goods at the lowest
cost. What mattered was not the size of a firm but rather whether it was
being employed in the interests of the nation. If German businessmen
met that criterion, Rosenberg had no objections to their making millions
in profits; only if they did not measure up to that rather vague standard
would they have to contend with the wrath of a Nazi state.®

While much of Rosenberg’s commentary might allay the concerns of
the business community about Nazi economic policy, other passages in
that publication could only heighten those concerns. Throughout his
pamphlet Rosenberg displayed an implacable hostility toward bankers
and stockbrokers, to whom he attributed virtually all economic ills.
Whereas he softened the 1920 program so far as it concerned other
kinds of businessmen, he went far beyond that program with regard to
those two groups. A Nazi government, he announced, would immedi-
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ately transfer to state ownership Germany’s banks and stock exchanges.®
Rosenberg did not altogether spare the rest of big business, however.
His pamphlet included an endorsement of the 1920 program’s commit-
ment to profit sharing in large enterprises.” Even more ominously, ex-
cept for his rejection of “full socialization,” Rosenberg nowhere set limits
to the authority of a Nazi state to intervene in the private sector to en-
sure that German businesses and businessmen seérved what the NSDAP
regarded as the national interest.

Within a year of the publication of Rosenberg’s pamphlet, a second
commentary on the programmatic aims of Nazism appeared in the form
of a two-hundred-page book by Gottfried Feder.® A Bavarian construc-
tion engineer, Feder had, after a moderately successful professional
career, found his way to the Deutsche Arbeiterpartei before Hitler.
Through earlier published tracts, he had gained a deserved reputation
as a radical fanatic on monetary and credit questions. One of his slogans,
“Breaking the Thralldom of Interest Payments,” occupied a prominent
place in the NSDAP’s program of 1920. His commentary, which ap-
peared at the time of the abortive beer hall putsch of November 1923,
gave the appearance of being even more official than Rosenberg’s. It was
the first book issued by the party’s own publishing house, the Eher Ver-
lag, and it opened with a statement by Hitler in which he described it as
the “catechism” of the NSDAP’s programmatic declarations. In a con-
ventional party, Feder’s book would have signaled a fundamental policy
departure, for it omitted the twenty-five-point program of 1920, which
Feder dismissed as “the old program.”? In its place, Feder set forth a
thirty-nine-point program of his own devising which eliminated some
tenets of the original program, altered others, and added totally new
planks.!® The NSDAP was not a conventional party, however. Despite
the official trappings of his 1923 book, the twenty-five points of 1920
continued as the official program of the party. Indeed, when Feder him-
self published, in 1927, a second, different gloss on the party’s aims, he
included both the original twenty-five points and his own thirty-nine
points of 1923, without any explanation of the relationship between
those two frequently divergent programs.!!

Although Feder’s 1929 commentary contained radical commitments,
such as his pledge that a Nazi government would at once take over the
Reichsbank and other banks of issue, he shared Rosenberg’s aversion to
the word “socialism.” He tempered his anti-capitalist strictures by invok-
ing a distinction long popular in radical rightist circles. The same capital,
Feder explained, became something very different when it was em-
ployed productively on the one hand or exploitatively on the other. If
they remained true to their heritage, Germans used capital productively,
to meet the needs of their fellow countrymen, not to register profits.
Jews, by contrast, always used capital exploitatively, as a means to accu-
mulate further wealth and transform it into power.'? Like Rosenberg,
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Feder attributed most of Germany’s economic ills to foreign forces he
variously labeled as “loan capitalism,” “stock-market capitalism,” or
“world usury capitalism,” behind all of which he saw Jews. His commen-
tary accorded the highest priority to protecting and preserving the Mit-
telstand of “self-employed persons, especially in medium and small
enterprises.” 13 To the wage earners of Germany he promised no funda-
mental reform of the capitalist system. Instead, he held out the prospect
of a gradual amelioration of the workers’ material lot through expanded
welfare-state measures and enhanced opportunities for achieving eco-
nomic independence by means of the easy, interest-free credit he pro-
posed as part of his plan for monetary reform. By according the state
absolute control over monetary policy, Feder called for an enormous
expansion of its power. Like Rosenberg, he set virtually no limits to the
state’s authority to intervene in the private sector of the economy, aside
from eschewing a thoroughgoing program of nationalization.

Whereas Feder summed up his attitude toward economic matters in
1929 in the scarcely radical phrase “to each his own,” he eventually
proved considerably less accommodating toward big business than Ro-
senberg.!* In contrast to Rosenberg’s ready acceptance of large firms as
long as their management remained German, one of the thirty-nine
points of Feder’s 1923 program pledged the NSDAP to combat “giant
enterprises.” !5 At the time, he undercut that pledge with major qualifi-
cations: It did not, for instance, apply to branches of production, such as
heavy industry, where the dictates of efficiency required large-scale or-
ganization.'® Nor did it apply to large enterprises that had remained in
the hands of “creators” who operated them in the public interest. Such
was the case, Feder specified, with three major iron and steel firms,
Krupp, Mannesmann, and Thyssen.!7 A close reading of Feder’s 1923
commentary revealed that a large firm would incur the wrath of the
Nazis only if it became a “syndicate,” which Feder defined in characteris-
tically apodictic fashion as an enterprise that ignored the general welfare
by engaging in such practices as price fixing.!® But even with regard to
transgressions of that sort, Feder’s 1923 commentary left considerable
doubt about the NSDAP’s will to adopt any radical countermeasures
since one of his thirty-nine points added an important commitment
missing from the party’s original program: “National Socialism accords
fundamental recognition to private property and places it under protec-
tion of the state.”1® His 1927 commentary displayed, however, a more
anti-capitalist outlook. There he stated that large, bureaucratized, and
anonymous firms that sought to stifle competition and pursued profit
for profit’s sake made themselves “ripe for socialization.”2? A Nazi state,
he promised, would use its authority to lower prices held artificially high
by such firms.2! At the end of his 19277 commentary he set forth, in bold
type, a statement hardly reassuring to the business community: “Na-
tional Socialism is a world-view that stands in sharpest opposition to the
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present-day world of capitalism and its satellites.” 22 By 1930 the version
of his thirty-nine-point program that appeared in reprintings of his
19277 commentary had been altered to call for—as did point 13 of the
NSDAP’s official program—a state takeover of incorporated enter-
prises.2? Such words did not escape notice. In 1930, the conservative
financial newspaper Berliner Birsen-Zeitung identified him with what its
editors viewed as “Marxist tendencies” in the NSDAP.24

To link Nazis with Marxism involved a fundamental misapprehen-
sion, of course, but by the latter half of the 1g20s changes within the
NSDAP led many observers to take more seriously the words “socialist”
and “workers” in the party’s name. Those changes resulted in large mea-
sure from Nazism’s penetration, beginning in 1924, of parts of Germany
far more urban and industrialized than Bavaria and the other southern
German regions where the party had originally taken root. This geo-
graphical extension of the party produced the so-called Nazi left wing.2°
Its proponents came for the most part from the ranks of those Nazi
organizers who labored to win a following in the Rhineland, the Ruhr,
Westphalia, Saxony, and Berlin. They judged it essential to compete
there with the established working-class parties for the allegiance and
votes of the millions of industrial wage earners who made up the largest
component of the population in those parts of Germany. Whereas the
NSDAP had previously placed primary emphasis on “national” issues
such as Versailles and the purported subservience of the republican re-
gime to treasonous, internationalist influences, these left-wing Nazis
stressed “social” issues, asserting the NSDAP's claim to the status of a
workers’ party and emphasizing the socialistic components of its pro-
gram. Some left-wingers referred to themselves as nationale Sozialisten, a
formulation that elevated the second word to the status of the substan-
tive and reduced the first to a mere adjective.?® Although cynical op-
portunism may have motivated some left-wing Nazis, others sincerely
wanted far-reaching changes in the economic system. Their ardor
sprang, however, not from a vision of an emancipated proletariat con-
quering the new industrial order and displacing the bourgeoisie but
rather from petit bourgeois resentment toward the rich and powerful, as
well as from a nostalgic and often romantic vision of the pre-industrial
past. They challenged only the large-scale, impersonal, international,
and industrial capitalism of the twentieth century, not private enterprise
as such. Their projects for the “socialization” of even large enterprises
stopped far short of outright state takeovers. They proposed instead
elaborate formulas to disperse varying degrees of ownership among em-
ployees on the one hand and federal, state, and municipal governments
on the other, with large portions of investment capital to remain in pri-
vate hands.2’” They wanted a kind of compromise with socialism that
would result in a wider dispersal of the ownership of capital rather than
thoroughgoing state control of the economy. They sought a greater de-
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gree of economic and social equality, but they wanted to achieve that
goal through a process of upward leveling, that is, the absorption of
members of the working class into the middle class, not through a de-
cisive triumph of the proletariat over the bourgeoisic.
“~Since these limitations on the radicalism of the Nazi left wing seldom
gained public expression, observers outside the NSDAP usually heard
from that quarter only a barrage of anti-capitalistic rhetoric that
sounded disturbingly similar to that employed by the Social Democrats
and Communists. In 1927, for example, the most prominent spokesman
for the left wing, Gregor Strasser, published in a party periodical a state-
ment that seemed to leave no doubt about where the Nazis stood on
economic questions: “We socialists are enemies, deadly enemies of the
present Capltallst system with its explmtatlon of the economically weak,
with'its injustice to wage earning . . . and we are resolved under all
circumstances to destroy this system 28 Two years later Strasser pro-
claimed that the Nazis must always “represent the most radical demands
of the workers.”2? Also in 1929 a Nazi periodical published by Strasser
and his circle resorted to even more radical language in proclaiming that
“the path to German freedom leads through the conquest of the bour-
geoisie by the German proletariat.”3% In each issue, that periodical
printed a column headed “Capital against Labor.” 3! Joseph Goebbels, a
Nazi agitator in the industrial Rhineland and then gauleiter of Berlin
beginning in 1926, employed similarly radical anti-capitalist rhetoric.
“We are socialists . . . ,” he wrote in 1925, adding, “the day is not far off
when we shall disclose all. . . . Then they will be appalled by the radi-
calism of our demands.”32 Three years later, in Der Angriff, the weekly
Nazi newspaper he launched as gauleiter of Berlin, Goebbels gave ex-
pression to the theory of human alienation through capitalism in words
that might well have attracted the envy of a Marxist agitator: “The
worker in the capitalist state is—that is his greatest misfortune—no
lQnger a lively human being, no longer a creator, no longer a shaper of
things. He has become a machine. A number, a gear in a factory devoid
of understanding or comprehensmn o
Such pronouncements in sectarian Nazi publications might pass un-
noticed by the leaders of big business and their agents, but the behavior
of the NSDAP’s delegation in the Reichstag less easily escaped their at-
tention. Developments in the national legislature received routine cover-
age in major newspapers, and the parliamentary spokesmen of big
business kept their patrons informed about the activities of the Nazi dep-
uties.>* These activities perplexed most contemporary observers. On is-
sues of foreign policy, defense, and law enforcement, the Nazis seemed
part of the extreme rlght but on socio-economic issues the NSDAP fre-
quently adopted positions v1rtually indistinguishable from those of the
gxtreme left. The Nazis’s location in the chamber seemed to underline
this indeterminateness. From 1924 to 1928 the deputies of the NSDAP
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sat toward the back, between the DVP and the DNVP, and from 1928
until 1930 they perched ambiguously at the rear of the chamber, amidst
a cluster of small parties. They did not adopt their final position to the
right of all the other parties until after the election of 1930, by which
time the Reichstag had lost control of vital national legislation and
ceased even to meet regularly. In the years when the parliament repre-
sented the focus of power in the Republic, Nazisin thus seemed an enig-
matic phenomenon that defied placement on the customary political
spectrum.

The socio-economic radicialism of Nazi parliamentarians found ex-
pression in a variety of ways. Their own relatively few legislative initia-
tives in that sphere displayed a provocative extremism. These initiatives
included the repeated introduction of bills embodying some of Gottfried
Feder’s pet schemes, such as state-enforced reduction of interest rates,
interest-free state credit, and the nationalization of all banks.*” The Nazi
deputies also laid before the chamber several times bills calling for the
confiscation of “the fortunes of the princes of bank and stock market” as
well as of all profits derived from the war, the inflation, and—later—the
depression.3® None of these bills stood any chance of securing a majority
and so could be dismissed as demogogic publicity stunts, even if their
thrust could scarcely fail to occasion concern in propertied circles. Less
easily dismissed was the Nazis' inclination to vote with the traditional
parties of the left on legislative issues that would determine the course of
national economic policy. On one perennial issue, taxation, the Nazis
repeatedly voted against increases in indirect taxes, rejecting such in-
creases, like the parties of the left, on the grounds that such levies un-
fairly added to the burden on the mass of wage earners and weighed less
heavily on the rich.37 Similarly, the Nazi deputies generally supported
proposals by the parties of the left for increases in the levels of expen-
ditures for state welfare and social programs. They also joined with the
left in rejecting demands by the parties of the right that a means test be
required of applicants for state welfare aid.3® In 1925, when the Reich-
stag dealt with the question of tariffs for the first ime in the Republic,
the Nazis voted with the Democrats, Social Democrats, and Communists
to reject the protective schedule of duties carried by the majority, which
favored producer interests over those of consumers.?

In addition to this general tendency to side with the left on socio-
economic issues, the Nazi parliamentarians on a number of occasions
were the only party to endorse extreme anti-capitalist proposals made by
the Communists. They did this even though the NSDAP otherwise
branded the Communists as traitors to the cause of Germany’s workers
and tools of a Jewish conspiracy that extended from the stock exchanges
to the Kremlin. On one such occasion in 1927, the Nazi delegation an-
nounced its support of a Communist bill that would, if adopted, have
struck a heavy blow at the major iron and steel firms of the Ruhr by
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requiring them to refund hundreds of millions of marks they had re-
ceived from the government as compensation for deliveries of coal and
other reparations in kind they had made after passive resistance to the
Franco-Belgian occupation had collapsed in 1924.%° Later in 1927 the
Nazis again joined with the Communists, voting against the national un-
employment insurance law adopted by virtually all the other parties. On
slightly different grounds, the Nazi deputies concurred with the Com-
munists’ contention that the new law’s provisions slighted the workers.4!
The Nazis alone supported repeated Communist proposals to raise
sharply the level of tax-exempt wages for low-income groups, reduce the
tax rates for those groups, and impose heavier taxation on the wealthy.*2
At the time of the lockout in the iron and steel industry in the Ruhr in
1928, only the NSDAP delegation voted for a Communist bill to com-
pensate the idled workers at a rate much higher than that endorsed by
the majority parties and to make the industrial firms involved bear the
full cost of that compensation.#?> On an issue of the utmost sensitivity
for German industry—the length of the workday—the Nazis in the
Reichstag repeatedly sided with the Communists and Social Democrats
in calling for restoration of the eight-hour day and opposing such com-
promises as that effected in 1927, which permitted employers to require
work in excess of eight hours.**

On these occasions, as well as others, the rhetoric of the Nazi deputies
rivaled that of the Communists for vehement anti-capitalism. In explain-
ing the Nazis’ vote against the 1925 tariff, their spokesman branded it as
the product of pressures exerted by “great syndicates” and “powerful
lobbies” and predicted it would lead to the “plundering” of consumers.*5
During the debate on the Ruhr lockout, the spokesman for the Nazi
delegation protested against the flow of “gigantic profits” into the pock-
ets of “coupon clippers” and “those who do nothing but sit on supervi-
sory boards.” German industry had allied itself with finance capital, he
complained, thereby adopting a position “hostile to that of the Volk in an
absolute sense.” He added a warning that must have sounded ominous
to economically privileged groups: “This lofty chamber will again be-
come representative of the Volk only when battalions of workers march
in here and set things straight.”46 Early in 1929 another Nazi deputy
used the floor of the Reichstag to attack the SPD in words virtually indis-
tinguishable from those employed by the Communists against the Social
Democrats. The SPD, he announced, had become a timorous party of
self-serving trade union officials. It had betrayed the workers by not
effecting far-reaching changes in 1918—19 and was now again selling
them out by collaborating in the great coalition with the “party of heavy
industry” (DVP) and the “party of bank and stock-market capital”
(DDP). In contrast to the dishonest and morally bankrupt SPD, which
had abandoned the principles of such socialist leaders as Ignaz Auer and
August Bebel, the NSDAP stood unflinchingly for the interests of the
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workers of Germany, the Nazi spokesman proclaimed from the floor of
the national legislature.*” Such an attack on the SPD could scarcely have
heartened Germany’s capitalists, despite their own hostility toward the
Social Democrats.

Although a radical tone prevailed in the NSDAP's Reichstag delega-
tion on economic issues, the Nazi left wing did not gain official endorse-
ment for its brand of National Socialisgr. Its chief spokesman, Gregor
Strasser, made such an attempt in early 1926, when he circulated among
Nazi organizers in northwest Germany the draft of a new party program
which included in its economic section the left wing's proposal for dis-
persing the ownership of large firms. Nothing came of Strasser’s draft,
however, since Hitler made clear to a meeting of party officials at Ban-
berg in February 1926 his unwillingness to consider any revision of the
party program.*® Four months later Hitler sought to stifle any further
discussion of the NSDAP’s program by having the rubber-stamp Gen-
eral Membership Assembly of the party reaffirm the “unalterable” status
of the twenty-five points of 1920.%9

Hitler did not throttle the left-wing elements altogether. Even after
the party began, toward the end of the decade, to broaden its appeals to
encompass economically conservative farmers and middle-class voters,
the left wing continued to compete vigorously with the leftist parties for
worker support. Hitler even acquiesced when left-wing organizers cir-
cumvented his ban on Nazi trade unions by founding party factory cells.
These cells conducted Nazi agitation and ran candidates in the elections
for the factory councils established by the Weimar constitution as a
means of providing representative forums for the expression of work-
ers’ viewpoints and grievances. Since Social Democratic and Communist
workers had usually dominated those councils, the left-wing Nazis' new
factory cells provided them with a means of challenging the pre-
eminence of the traditional workers’ parties at the workplace. By the fall
of 1929 the factory-cell movement had grown into a full-ledged organ
of the party, the National Socialist Factory Cell Organization (NSBO),
and had won Hitler's recognition.?” Hitler also raised no objections to
the anti-capitalist rhetoric that pervaded a number of widely circulated
quasi-official periodicals published by the two Strasser brothers. Otto
Strasser’s quarrel with Hitler and his exit from the party in July 1930,
after charging that Hitler had betrayed the socialists in the NSDAP, had
little or no effect on the Nazi left wing. Only a handful of insignificant
figures followed the younger Strasser out of the party and joined him in
a vain effort to establish an organization to rival the NSDAP.5! Afier
Otto’s departure his brother Gregor, who had denounced his accusa-
tions against Hitler and broken with him, continued to uphold the anu-
capitalist line of the left wing. So did Goebbels, the leaders of the NSBO,
much of the Reichstag delegation, and numerous lesser party spokes-
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men. Right down to Hitler’s installation in the chancellorship, in fact,
left-wing elements persisted in their radical agitation.

Because of the many divergent interpretations of the NSDAP’s posi-
tion on economic matters, Hitler came under mounting pressure from
within the party in the late 1920s to clarify Nazi policy on that score.
After staving off numerous such requests, he finally agreed on the eve of
the party congress of 1929 to authorize the preparation of a “catechism”
which would set forth Nazi economic doctrine and distinguish it from
both liberal capitalism and Marxism. As the author, he designated Hans
Buchner, economic editor of the Vilkischer Beobachter.52 Buchner pro-
duced a pamphlet on Nazi economic theory which appeared in 1930
under the imprint of the party publishing house in the “National So-
cialist Library” series, for which Feder served as general editor.?® In
contrast to the aversion of Rosenberg and Feder for even the word “so-
cialism,” Buchner proclaimed “state socialism” as the goal of Nazi eco-
nomic policy.5* Yet a reading of his pretentiously phrased and often
abstruse pamphlet reveals no traces of what is usually thought of as so-
cialism. Instead, he committed National Socialism to a thoroughgoing
corporatist economic order, holding up Mussolini’s Italy as a model.??
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