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Abstract
The present paper seeks to investigate the nature of the Nazi economic recovery during the early period of the
Third Reich. Inevitably, the international problem of high unemployment figures throughout the industrialized
world prevailed upon Germany as well. Many writers on this issue have pointed out, some years after the end of
the Second World War, a historical relevance between the suggestions of the British economist, John Maynard
Keynes, and the ways the Germans dealt with their unemployment crisis. However, since then the majority of
historians have taken an opposite direction. Despite this late trend, the present survey regards the Nazi economic
recovery as Keynesian, because of two elements existing in the early economic history of the Third Reich:
‘rationalization’ and ‘continuity’.
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The purpose of the present paper is to place itself into a rich literature engaged in the analysis of the potential
relation between the theoretical suggestions of John Maynard Keynes and the Nazi economic recovery before the
outbreak of the war. Secondly, and more generally, the paper aims at detecting the constituent parts that the
Keynesian theory and the Nazi movement had in common. At the beginning of this consideration and as a
necessity implied by the very nature of the literature, we must consider, a priori, five major assumptions: a) that it
is essential to bear in mind the correct historical order concerning the reception of the Keynesian theory in
Germany and the actual results presented by the Nazi economic policy b) that we clearly define which basic
elements composed the so-called ‘Keynesian theory’ as well as the ‘Nazi economic policy’ c) that the Keynesian
theory and the Nazi economic and political program were systems that obeyed constantly specific rules
throughout the whole interwar period d) that the concept of full employment was created by Keynes before the
General Theory, the Machtergreifung and the Crash. Finally e) that the matter of employment was both in the
theories of Keynes and the Nazi economic recovery the central issue around which all others rotated. These five
assumptions, or at least some of them may need justification but this is an object for another survey. For this one,
however, they work as guides to explore the matter as thoroughly as possible.
The Keynesian theory is usually perceived by many writers, especially economists, as an economic doctrine
deriving mainly from the pages of General Theory, but this is not quite accurate. In relation to assumptions b and
c historically the Keynesian theory has to be perceived historically as the entirety of the theories that John
Maynard Keynes developed throughout his life. More specifically, the two most significant pillars, on which he
based his work, was his effort to prove that Germany did not have the capacity to pay the reparations imposed on
her in 1919, and that a successful confrontation with the crisis needed credit expansion on behalf of the state.
Keynes therefore concluded that the reparations should either be amended or cancelled and that credit expansion
would result in increased investment and demand; thus generating employment. The Nazi economic and political
rhetoric, on the other hand, had the exact same goals as Keynes: intense hostility to the Treaty of Versailles and
immediate dealing with the problem of unemployment through state intervention. As explained below, this
sameness was not accidental.
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Although it is not clear enough, and it has not yet attracted the attention of the scholars, the concept of continuity
between the two World Wars functions as a historical bond between the Keynesian Revolution and the
phenomenon of Nazism. Despite the fact that all the biographers of Keynes make references to his ‘dicta’
immediately after the end of the first World War and that the historians of the Nazi economy have claimed
similarities on the way in which unemployment was overcome, there still lacks a point of view, among existing
literature, that strongly emphasizes Keynesian influences in the economic problems that marked the history of the
interwar period for Nazism. Therefore, the continuity between the wars, as a historic-economic system that
worked automatically, is one of the two keys to explain why Keynes and Hitler had the same stance toward basic
problems of their era and unconsciously used each other to deal with them.
The literature that has denied a strong relevance between the Keynesian theory and Nazism is indeed quite old and
large.1 Equally important is the one that has found traces to the opposite direction. Obviously, no writer has ever
seriously doubted the prediction of Keynes in ‘The Economic Consequences of the Peace’, about the causes and
occurrence of the Second World War. This prediction can be deemed to be the starting point and partially, (jointly
with the full employment concept) the proof of the continuity. Full employment, as a driving force of modern
societies, existed also in the ‘Consequences’ but it didn’t have then the prominence that it obtained during the late
1920s. Unemployment was still the main problem to be faced in early postwar Germany. However, due to the
severity of the Great War, other issues monopolized the bulk of the common attention. The same happened with
the main theme of Keynes’ book about the expected long-term outcome of the war.
Keynes’ anti-reparations works had, naturally, a friendly reception in Germany by many economists and
politicians. The analysis that he unfolded in his books after the war, especially in the ‘Consequences’ and the
‘Revision of the Treaty’, attempted to explain how Germany was going straight to another inflationary and
economic crisis, which through the consequently unstable political situation, would result in a repetition of the
Great War to an even larger scale. In an article of his on 26 July 1924, Keynes had predicted disaster unless the
Dawes Plan was modified. He declared that Germany, in order to pay reparations, had to reduce wages of the
German workers to such a point that political storm may follow, capable of destroying the Dawes plan.2 He had
also seen in the post-war economy of Germany, elements of ‘rationalization’ that would fit his own system. This
had to do with both the individual economists and the policies followed there.3 Rationalization, explained below,
was the second key-element that brought the Keynesian theory and the official Nazi economic policy even closer
together.
Hjalmar Horace Greeley Schacht, German economist and twice president of the central bank of Germany (the
Reichsbank) was very well aware of John Maynard Keynes and his writings. In 1930, when the symptoms of the
global crisis had started to appear in Germany, and the Nazi party began to rise politically, Schacht made a
statement attributing the spectacular elective successes of the Nazi party to the burden of reparations. Speaking at
a luncheon given in his honor by the Board of Trade for German-American Commerce and the Institute of
International Education, he pointed out the ‘incorrect ideas of the wealth of the German nation’ in regard to the
matter of whether the Germans were earning enough to meet the reparations.
Because of the general interest aroused there by the outcome of the German elections, with their large gains for
the Fascist party, Schacht chose to discuss mainly the economic and political situation in Germany instead of the
‘Pan-European’ idea as scheduled. According to him, the injuries suffered by Germany following the war and the
burden of reparation payments led to Hitlerism. If the payments should be met by taxes it would be necessary to
tax away all income above $5,000 a year. Yet, among the population of over 60,000,000 only 33,000,000 had an
income at all and half that did have an income earned less than $350 a year. Out of the remaining 16,000,000 only
80,000 people had an income above $5,000 a year and if these incomes were taxed away the economic leaders of
Germany would hence leave the country. ‘This shows clearly’ Schacht continued ‘what ridiculous opinions exist
as to Germany’s ability to pay’.4 Besides, it is well known that he had already and very early read the
‘Consequences’ of Keynes.
The early 1930s marked a critical time in regards to the concept of ‘continuity’ for various reasons.
Rationalization in the economic process had started5 at the same time as the crisis, along with a keener perception
of the Keynesian full employment in Germany.
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According to some officials from the Reichsbank the causes of the crisis were going back to the First World War,
for it was both the war and the peace settlement that created the global economic crisis, despite widespread
notions that originated from the Wall Street Crash of 1929.
In particular, the lost war gradually led to a considerable withdrawal of capitals from Germany, while the
additional burden of the annual reparations had contributed to the appearance of riots and social disturbances. In
addition, illiquidity in the crediting countries was another reason for the maintenance of the unemployment crisis.
Definitely, Keynes was suggesting at that time what Germany lacked and desperately needed: capitals and low
rates of interest.6 In regard to the assumption e, these factors represented some of the main bonds constituting the
Keynesian continuity, driven from the reparations to the unemployment crisis and from the Paris peace conference
to the invasion of Poland. Owing to all these facts that made Keynes believe in this necessity, many economists in
Germany started, in the same way, to move toward the fulfilment of this prospect. The new president of the
Reichsbank, Hans Luther, sought during July 1930 further loans in Paris and London, but these efforts were
initially fruitless. Nevertheless, the attempts of Germany for a potential credit from abroad would continue in the
future too.
There was, without doubt, a mutual relation, as Keynes himself was intensively interested in the German economy
over the duration of this period and the German audience were largely amused by his publications. Obviously, for
Keynes the German economic basis had a critical role to play not only in the European but, as it was later proved,
in the entire world economy. Links between him and many German economists and politicians were very soon
established. Those links, according now only to the assumption b, were due to the reparations tangle and the
derivative transfer problem over the 1920s, which afterwards were naturally extended to other economic issues as
well. But the following question of unemployment in the German case should not only be connected to the Crash
but, as it can easily be suspected and as it was correctly regarded by Reichsbank officials, it should be seen as a
product of the reparations debt of Germany; the problem of unemployment was finally resolved not earlier than
1932, namely three years after the Crash and one year after the big rise of the unemployment figures there. On this
matter, it is noteworthy to say that Keynes had sent a letter on 5 January 1929 to Professor Sering pointing out the
significance of the foreign credits that Germany received in order to pay some of the installments of the
reparations.7
Keynes eventually became a very well known figure in Germany since the publication of the ‘Consequences’ and
all of his most significant works became equally known there. One and a half years before the rise of Hitler to
power, a revisionist group was formed under the name ‘Society of studies for the Nature of Money and Credit’ in
which outstanding members were Werner Daitz and Fritz Reinhardt with Gregor Straßer and Walther Funk
keeping fine connections to it. This society was also linked with Keynes himself and Keynes visited Germany to
give a lecture before them.8 Moreover, it is certain that his new suggestions of a deficit stimulus for work creation
plans largely influenced the speech that Straßer held in Reichstag in May the same year.9 On this speech were
later based official work creation plans of the Nazi state, in particular those proposed by Gereke and Reinhardt.
It is also true that the works of Keynes, when published in Germany after January 1933, did not escape censorship
and the same occurred with the works of his non Nazi disciples there; but this was not enough to prevent their
spreading into the Third Reich. On the contrary, censorship may sometimes enforce instead of preventing the
spread of ideas. In this way, some of the publications of Keynes appeared ‘unmolested’ by the regime and
contributed to the ideological enforcement of the work creation plans.10 Thus, the circle of the economists and
industrialists who endorsed this kind of thought became, in time, bigger. Furthermore, many of them collaborated
with the Nazi government, firstly in recovering the German economy and later in realizing its expansionist goals.
As a result, Keynes’ suggestions helped the formation of a group of individuals who favoured the prospect of
fighting unemployment by measures of ‘deficit spending’. Lectures and meetings that would point out the
significance of work creation by public works, financed by the state, were a very often occasion in the Third
Reich.11 At the same time, a whole literature appeared to boost up ideologically the Keynesian struggle against
unemployment.12
At the individual level, particularly significant was the presence and influence in early Nazi Germany of two
distinguished figures, already mentioned above, officially responsible for drawing up the National socialist economic policy, namely Fritz Reinhardt and Hjalmar Schacht.
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Both of them contributed a lot to the fight against unemployment while their plans, along with the policy that they
later pursued, were both in content and in appearance of Keynesian style. Reinhardt was a consistent Nazi
member and a fervent adherent and preacher of all ideological doctrines of the party. Anti-semitism and
expansionism run through most of his writings in a mixture of practical suggestions and a semi-scientific way of
thinking. He was the typical Nazi economist. In fact, Reinhardt had publicly recognized and declared that the
reduction of high rates of unemployment was the critical problem for the then present and future of the German
economy. He didn’t seem to be directly connected to the work of Keynes, or even more with Keynes himself, but
there certainly were focal points on his work that, at least externally, were the same with previous Keynesian
proposals. As state secretary of the Finance Ministry, Reinhardt was particularly willing to contribute to the
construction of the Keynesian road of tax cuts in Germany (which was later expressed through the Gesetz über
Steuererleichterlungen - law of 15 July 1933), which according to him had to be accompanied by a program of
new expenses of debt prescription.
It wouldn’t be a dilemma for Reinhardt to choose between lowering taxes and removing established social,
economic and cultural arrangements. This was because the second option was not viable in the long run. In
addition to his belief that the German state can effectively overcome unemployment through large-scale public
works, a belief that can be characterized only as Keynesian, Reinhardt also believed in the fashion of his time for
credit expansion and increased purchasing power. Furthermore, the economic ideology of Reinhardt was directly
connected to all previous anti-unemployment programs of Papen’s and Schleicher’s governments, which were
directly influenced by the Keynesian theory through Lautenbach and Wagemann. Reinhardt learnt from those
plans to form later the basis of his own unemployment theory. Eventually, the whole of his administrative work
inside the Ministry of Finance has to be historically deemed as another ideological expression of the Keynesian
nature of the Nazi economic revival. It would not be an exaggeration for a historian to claim that the economic
rhetoric of Reinhardt was the same, letter by letter, with the work of Keynes, regardless of the question of its
ideological origin, which also happened to be at least indirectly Keynesian.13
The case of Schacht, as regards to the matter of his relation with Keynes and the Keynesian theory, has not yet
been presented and analyzed as extensively as it should have been. Historically, he was deeply concerned about
both pillars of the Keynesian theory, the reparations question and the unemployment crisis. He knew them
thoroughly in a way that individually, he along with Hitler, expressed the concept of continuity better than any
one else. On the one hand, Schacht helped transfer the Keynesian anti-reparation rhetoric to Germany in its most
original form. On the other, although not a party member, he enjoyed the trust of Hitler and was vested with
power enough to fight unemployment.14 They used to talk a lot with each other about the capitals Germany had to
spend in order to eradicate unemployment and as he later admitted, unemployment was the reason for him to take
over, after Hitler’s personal proposal, the leadership of the Reichsbank for a second term.
Moreover, a deeper inspection into his ideological anatomy would lead to the conclusion that Schacht developed
notions very similar with those of Keynes. It is not the fact that Schacht and Keynes had met and talked several
times, agreed on what they had talked about or that they had both read each other extensively.15 It was the fact that
they had almost identical views on the past, present and future policies of their countries and their common
continent. Schacht had acknowledged, several times, that ‘the Keynesian theory of deficit spending is basically
correct’,16 although he kept some reservations on the way of its application. It is true, Schacht was afraid of
inflation and this inflationary fear of his may be seen as a non-Keynesian characteristic in the form of his
ideology.17 Inflation in Germany since the war, had a twofold content: a) historical and b) psychological.18 The
invention of Mefo bills by him was a scheme not to create money but to avoid this (negative) perspective, because
overspending might lead to the historical phenomenon of 1923. But back in that time, the German state had not
followed any policy of large-scale spending, let alone through a massive budgetary deficit.
The basic reason that helped him overcome this fear was that almost all Nazi economists surrounding him in the
Reichsbank and the Ministry were convinced that the financial support of the fight against unemployment was
possible without any serious inflationary concession.19 In accordance with the assumption d, a conclusion that can
be made is that Schacht represented the principal maker of the early Nazi economy, who was well aware of protoKeynesian anti-unemployment proposals and once he got over his inflationary misgivings he set about to achieve,
consciously in a Keynesian way, the recovery of the depressed German economy.
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In the turning point from the first to the second part of the assumption a, which generally expresses the concept of
‘continuity’ and more particularly how the final transition from the field of theory to that of practical application
occurred, at the very moment when the reparations were finally canceled, mention initially has to be made on
three major plans by which the Nazis eventually dealt with the crisis after they assumed power: a) the Papen-plan
b) the Sofortprogram and the c) Reinhardt program. All of them were ideologically influenced by Keynes and in
addition, Gereke and Reinhardt, responsible for the design of the last two, belonged to the revisionist society
under his strong influence.20 The main impact that Keynes had on these plans can also be detected on their ‘pumppriming’ character, in other words they were designed to give a stimulus to the upward curve of the business cycle
and kindle the first spark after which the private sector would restore its previous capacity to carry on the
recovery initiated by the state.21
In the middle of the ‘continuity’ line, namely when those plans were started by the German state, the rationalizing
bond between the ‘Keynesian Revolution’ and the ‘Nazi movement’ was considerably intensified. The tools
offered by Keynes were taken by the Nazis in their attempt to practically apply a formal knowledge to their aim of
abolishing unemployment. For this very reason and bearing in mind, at the same time, the assumption c, it is
essential to state that all work creation schemes the Nazis introduced in 1933 onwards obeyed the concept of
rationalized labour. Namely a work system that was dependent on a set of published rules. This system of rules
was none other but the one Keynes created with his theoretical proposals. The mechanic way of operation of these
rules presented later on in the General Theory was the same with the mechanically marching way of the inter-war
continuity from the end of the First, to the start of the Second World War. Eventually, the need for a more
rationalized dealing with these major problems was the reason for the Nazis to direct their attention to Keynes.22
Another basic condition of Keynes was that when the state needed money to spend, only credit, was the way out
of the problem, be it foreign or internal; plans for a credit expansion were being made, a little before the rise of
Nazism to power, by Lautenbach and Woytinsky.23 After Nazism’s assumption of power, Hitler did exactly as he
was advised when his official government signed, in 1933, an extension of a previous agreement (‘the Second
Standstill Agreement’) with bank institutions from the USA, Belgium, Czechoslovakia, Denmark, England,
France, Holland, Italy, Sweden and Switzerland.24 Receivers of this credit on behalf of the German state were the
Reichsbank and the Deutsche Golddiskontbank. Together with the foreign capitals that flew into Germany,
devices were invented for the production of more money desperately needed to fight unemployment. The main
individuals that allocated and directed investment of the acquired capitals were Schacht and Schwerin von
Krosigk, while the financing process took the form of the Reichsbank fueling the Reich Finance Ministry with
funds.25
Once the budget was boosted with more and sufficient amounts of money, the German state started to spend
vigorously. Public works became a priority while unemployment benefits, favored by the previous governments,
were kept on but to a lesser degree.26 In any case, both public works and allowances stood high on the agenda of
Keynes’ suggestions. Out of the tables provided at the end of the paper, an essential conclusion that has to be
made is that over the early anti-unemployment period, the multiplier between initial and secondary employment
was considerably higher, reaching at times the ratio 1:8. Between January 1933 and January 1934, the most
indicative period since the insertion of money into the economy had formally an annual character, the multiplier
grew even higher regardless of the secondary employment that developed in the armament industry. The fact that
the Keynesian multiplier worked efficiently in the Nazi Germany was another strong reflection of the now fully
rationalized German economy.27 Another sign of the high ratio can be seen as the year changes where, while
funds are decreasing, the employment figures were multiplying. Simultaneously, the foreign debt of Germany
remained and as of April 1934 it had increased to 6 billion Reichsmarks. It was the exact same amount of money
by that time spent, as above shown, for the civilian fight against unemployment.
Individually, an official from the Reich Finance Ministry, Dr Olscher, proposed on 25 June 1934 a new state
credit for the creation of even more jobs. Olscher saw the inflationary dangers behind extensive money-printing as
this had been seen in Germany with the exceeding equivalent value of the already existing stock in consumer
goods at the time when the product of the existing lack of goods was at a lower price than the rhythm of the
expansion of credit. Olscher went on stating that, although inflation will bring about slump, the reclamation of
credit will later result in deflation and for this reason the ministry has to continue its credit creation policy.28
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Indeed, according to Nazi intentions the expansion of credit had to go along with higher rates of production and
larger salaries, in order to increase civilian purchasing power and consumption.29 This was another undeniable
reflection of the Keynesian theory on the Nazi plans and deeds.
Furthermore, Goering testified in Nuremberg that over the early period of rearmament, the increased purchasing
power of the workers brought ‘a tremendous demand for consumer goods’.30 Keynes had already unfolded, in his
General Theory that increased demand would develop into ‘aggregate’ after state expenses.31 Hitler would later
emphasize in a speech of his, that the Nazi economic program was not so much a financial program, but a
program of production.32 Indeed, consumption as a result of higher production, employment, and of course wages
was at a significantly higher level. This was because, until the inauguration of the Four Year Plan, when the Nazi
economists decided to highly accelerate the rhythm of armaments production at the expense of private
consumption, the latter had followed an upward direction reaching approximately the 1929 level. Therefore, it
would be very hard for a historian to deny that this fact functioned as another Keynesian sign of the way the Nazis
recovered their economy.33
However, consumption for Keynes would not be the most decisive element toward full employment. Deficit
spending, as the beginning toward this goal, certainly took more gravity on his theoretical constructions and the
same occurred with the Nazi economic recovery.34 For Hitler had decided to spend a lot of money to pave his way
fully open and realize his plans. At the beginning of the war, he personally estimated the overall expenses for
armament purposes to the amount of 90 billion Reichsmarks. 35 The whole expenditure of the Third Reich before
the war was grosso modo 120 billion Reichsmarks. This expenditure produced a huge Keynesian deficit. Public
works and rearmament had, as a result the emergence of a big state into the economy while the private sector was
content with a secondary role: the so-called ‘primacy of politics’. After all, Keynes was keenly aware of the
possibility that public works and other state spending might displace private investment.36 In addition, the money
which flowed into the economy was escorted by low rates of interest and more rationalization of the factories
while the greatest part of the private industry along with the nationalized one, had finally imposed a functional
mode through which more production could be achieved by spending the least available money. 37 In view of
another specialized aspect of the assumption e, this was another reflection of how the Keynesian multiplier
operated satisfactorily in the case of the German recovery.
However, in 1938 Schacht was calling upon a stop to new investment and state spending.38 The content of this
necessity and the fact that, by that time he had no significant power to make policy, do not necessarily imply a
non Keynesian direction for the German state. In fact, the opposite was true. Reichsbank was now fighting
inflation with deflation by taking back funds given to the work creation programs, owing to the very fact that their
pump priming function had already fulfilled its mission and wages were increasing yet again. This was precisely
what Keynes had suggested two years earlier.39 More inflation would have been a reason for less employment and
more taxation, and this surely cannot be a Keynesian viewpoint, because otherwise it would have been contrary to
the ‘pump-priming’ substance of his theory.40
An overall assessment of the kind and nature of the Nazi economy during the early stage of the Third Reich leads
us directly and without doubt to conclude that everything in the Nazi economic recovery was of Keynesian style.
Even for the constitutional question, Keynes had left a political door open so that his system would fit, and work
well with Hitler’s one.41 Besides, politics doesn’t actually affect the applicability of the Keynesian theory; it may
be applied on many differentiated occasions, as it did in the case of the Nazi economic recovery. Certainly though
this fact is not the actual point deriving from this paper. For in order to thoroughly understand why the Nazi
economic recovery was, both in letter and in spirit, Keynesian we have to see it, in regard to the assumptions a
and c through an overview of the inter-war period that would reveal to its full size the concept of ‘continuity’. The
continuity means that the unemployment crisis in Germany had its roots in and was created by the reparations
problem a decade earlier, with the American crash being able to only function as a mere intensification of the
German boom. In fact, the German crisis had a very few things to share with the American one because it obeyed
its own rules of development, namely the rules of Keynes. Because of the other fact, that the identical Keynesian
and Hitlerian systems on viewing economic development were such, that according to the systemic theory each
element of them had to work in accordance with the others, the process of the interwar period moved step by step
toward the fulfillment of continuity in a way that all of the major economic and political issues of the period were,
in conformity, co-working parts of these systems.
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The Nazi economic recovery was just one of them. From the very beginning, what full employment meant for
Keynes was, for Hitler, full mobilization to go from the one war to the other. This is why generally, the Nazi
economic recovery was of Keynesian style and why Europe lived the experience of two massive wars.
Table 1: The cost of Unemployment*
Fiscal year
1932/33
1. Unemployment benefit (incl. short-time workers)
2. Crisis benefit
3. Unemployment social security
Sum total: net state
aid for unemployment (million Reichsmarks)

534,7
884,9
1 392,7

2 812,3

1933/4

1934/35

249,2
777,6
1 229,2

251,5
535,9
756,7

2 256,0

1 544,1

*Schiller K., Arbeitsbeschaffung und Finanzordnung in Deutschland (Berlin, 1936), p. 152

Table 2: Development of Employment in Public Works**
January 1933 ……………………23,665
February 1933……..…………….36,707
March 1933……………………...88,041
April 1933…………………...…113,852
May 1933……………………….120,842
June 1933……………………….144,933
July 1933…………………..…...140,126
August 1933…………………….186,551
September 1933…………………232,445

October 1933……………………314,487
November 1933…………………400,847
December 1933………….………277,484
January 1934…………….………383,275
February 1934…………….……..507,384
March 1934…………………….. 630,163
April 1934………………….…...601,507
May 1934…………….………….502,362
June 1934……………….………392,433

**Baerwald F., ‘How Germany reduced unemployment’, The American Economic Review, 24, 4 (December,
1934), p. 623
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