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Abstract

The aim of my research is to explore the political economy of ordoliberalism in its historical trajectory.
Beginning from the years of its inception during the interwar period, the dissertation focuses on the
specific conditions and political economy of the Weimar Republic as the framework within which the
ordoliberal framework was developed. Moving on to the postwar period, the dissertation examines the
attempts of operationalization of the ordoliberal framework within the context of West Germany and
the social market economy. Having analysed the success and contradictions that this attempt brought
out, the dissertation proceeds by exploring the ways in which the experiment of the social market
economy re-ignited the international character of the ordoliberal framework and its
reconceptualization within the context of the process of European integration. Working through the
wider framework of the Bretton Woods regime, its political economy and contradictions, the
dissertation proceeds by inspecting the ways in which ordoliberals positioned themselves in relation to
Bretton Woods at a time when the social market economy was showing signs of exhaustion. The eventual
collapse of Bretton Woods caused a reconsideration of European integration, a process concomitant
with the rise of monetarism and the return of authoritarian liberalism. The final part of the dissertation
examines the specific role of the ordoliberal framework in the process of the creation of the European
Monetary Union, as well as the constitutional and political economy challenges that the Eurozone crisis

brought to the foreground.
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Introduction

In general terms, ordoliberalism can be defined as a liberal tendency developed during the interwar
period (with a strong presence in Germany but by no means confined there) that purported the necessity
of a state-created “order” (Ordnung) as a prerequisite for the proper functioning of the market. Its
correlation with the postwar West German ‘social market economy’ of the 1950s and 1960s rendered
it a subject of wider scholarly attention, a circumstance also responsible for the promotion of the
persistent (and yet misleading) notion that ordoliberalism is a “German” tradition. During the 1970s,
ordoliberal ideas largely receded from public deliberations. After a short-lived renaissance following
the collapse of the Soviet Union and enhanced debates around the possibility of integrating former
socialist countries into the Western market economy by following the example of the social market
economy, ordoliberalism returned to the spotlight more forcefully with the outbreak of the financial
crisis and its mutation into a European ‘sovereign debt’ crisis between 2008 and 2010. This time, it was
“rediscovered” as the ideological framework that dictated German political economy and crisis
management. “Re-nationalized” in the press as a “particularly German tradition” (Economist 2015),
ordoliberalism became a common explanatory reference for German insistence on austerity and fiscal
consolidation (Dyson 2010; Dullien & Guérot 2012; Blyth 2013; Nedergaard & Snaith 2015; White
2017).

The aim of this research is to explore ordoliberalism in its historical trajectory and to highlight
its influence (or lack thereof) within the overall political economy of the historical period that spans
from the interwar period until the Eurozone crisis. While a central argument of the dissertation is that
ordoliberalism is not a specifically German tradition,' specific conjunctural reasons necessitate that
Germany is given a crucial role in the unfolding of ordoliberalism’s historical path. This is not only
because ordoliberals themselves have somewhat embraced this view (one would be hard pressed to find
people outside Germany who would self-identify as ordoliberals), but because voices critical of
ordoliberalism have also adopted this perspective (Blyth 2013). For these reasons, it became imperative
to engage with predominant views on ordoliberalism, while also building on further research and closer
scrutiny in order to demonstrate the misleading perspective of the ‘nationalisation’ of ordoliberalism
and its consequences.

Those latter critical voices have tended to approach ordoliberalism in a somewhat paradoxical
mannet, i.e., by moving backwards throughout history. Starting from an approach that identified it as
the guiding theory behind the austerity process implemented during the Eurozone crisis, ordoliberalism
came to be retrospectively assigned as playing a key role in the very architecture and design of the
European Monetary Union (EMU). Moving more into the direction of social and economic history, a

further step taken consists of the acknowledgement that ordoliberalism is also to be found behind the

! See also Dyson 2021.



social market economy (SME) of West Germany in the immediate postwar period. Lastly, this arch that
would occasionally be supplemented by analyses of the emergence of the ordoliberal framework in the
pre-World War II with special (if not exclusive) attention to the Freiburg School.> A consistent element
of scholarly attention to ordoliberalism has revolved around attempt to demonstrate continuity between
contemporary recipes of fiscal consolidation and the Freiburg School’s writings. Among other things,
this indicates that whether from critical or friendly accounts, ordoliberalism has been (and continues to
be) seen as a German tradition.

This schematic view became, after examining the relevant literature, somewhat puzzling. How
was it possible for a specific theoretical framework developed in Germany approximately one hundred
years ago to survive the test of time and the drastic transformations that have taken place since the
interwar period, to lose none of its influential power and to determine the political economy of
contemporary Europe so forcefully? What made this puzzle even more peculiar was the fact that most
non-German economists, political economists, historians and political scientists have not even heard of
ordoliberalism. On a last note, another question of ambiguous continuity posed itself: utilized by
divergent or even competing accounts, the identification of ordoliberalism with the Freiburg school
became a breeding ground for a wide range of approaches that reached, however, entirely divergent
conclusions. Confronting these ambiguities, it became pertinent to fill the gaps produced by such
perspectives and to investigate ordoliberalism in a way that had not been attempted until today, namely
to look at ordoliberalism in its entire centennial trajectory and to highlight its changes, adaptations,
transformations and its invariance within that period. In this context, it became possible not only to
dissect the specific ways through which the ordoliberalism of the interwar period (whether in the form
of the Freiburg School or in international meetings such as the Walter Lippman Colloquium) relates to
the postwar social market economy or, for that matter, the process of European integration all the way
to the outbreak of the Eurozone crisis. At the same time, to properly trace the development of
ordoliberalism, highlighting its continuities and breaks in that historical period, also meant engaging
with the wider framework (whether that be political, economic, social or monetary) with which
ordoliberalism existed, engaged with and attempted to influence. This method became the arch of my

research.

2 In most accounts, (German) ordoliberalism is described as consisting of three varieties: the Freiburg School around Walter
Eucken and Franz Bohm; the so-called ‘sociological liberalism’ of Wilhelm Rpke and Alexander Riistow; and the so-called
Cologne school of Alfred Miiller-Armack (Kolev 2016).2 This delineation corresponds to different emphases that each thinker
focused on but it could also be misleading: the common aspects of these varieties easily overcome their focus shift and it is
this fact that allows one to speak of ordoliberalism without having to recount all variations at every step. This research will
follow a similar approach, putting less emphasis on their differences (while these will of course be highlighted when necessary)
than their commonalities.



Ordoliberalism from the interwar period to the end of World War 11
Moving in the opposite direction of mainstream views, | started my investigation by evaluating the
claim of the Weimar Republic as the birthplace of (German) ordoliberalism.

There was clear evidence that this approach has a lot of merit. The expansion of mass
democracy through the establishment of universal suffrage, the sudden and unexpected emergence of a
social-democratic government, the economic and monetary instability that characterised the ‘doomed
Republic’ and the revolutionary threat from the radical left and the reactionary opposition of the far
right were all crucial ingredients forming the ordoliberal framework. Moreover, the 1929 stock market
crash and the subsequent global depression shocked ordoliberals as much as other contemporaries,
forcing them into a reconceptualization of central categories such as ‘laissez-faire’ and state
intervention. Their views on money, banking, markets and crises were deeply affected by these
historical events, forged into essential and distinctive characteristics of the ordoliberal view. As a direct
consequence, the emergence of the Nazi regime in 1933 was an equally defining moment for
ordoliberalism, though my research showed that retrospective views on ordoliberalism which claim that
ordoliberalism was, from its inception, a theoretical framework developed in opposition to Nazism are
exaggerated and misleading.

Summarising the findings of the interwar trajectory, I was struck by a specific correlation that
few scholars have emphasized — if noticed at all. That concerned the obvious fact that the advent of
mass democracy (which informed the ordoliberal insistence on the necessity of an authoritarian strong
state to insulate markets from political discretion); the collapse of the pre-1914 liberal order, with its
specific monetary framework (i.e. the gold standard); the rise of state/central planning and
protectionism as alternatives to the collapse of the liberal order; the collapse of the laissez-faire
paradigm and of the belief in a self-regulating and self-correcting market (which led ordoliberals to call
for a specific legal/regulatory framework upheld by a strong state as a prerequisite for the proper
functioning of markets); the rise of capital concentration through cartels and monopolies (which led to
the advocacy for restricting private power and for the establishment of a framework for optimal
competition); the combined threats of socialism (in its more social democratic form) and communism
(in either its Soviet or radical versions) towards private property and markets; and, finally, the necessity
to ground the above conclusions in an insulated (from mass democracy and political discretion)
structure, without direct intervention in the economy but by providing a regulatory framework that can
encase market failures, were theoretical conclusions that were not confined to German thinkers,
academics and public figures.

Using these outlines to map out what I term the ordoliberal framework, it was unavoidable to
note that these events and conditions, as well as the specific responses to them were, visible in a number
of liberal and conservative thinkers way beyond Germany. As it has been increasingly shown (the most
recent examples being Kenneth Dyson’s 2021 monumental Conservative Liberalism, Ordoliberalism

and the State or Klara Mattei’s 2023 Capital Order), liberals all around Europe and the US responded



to such changes and events by producing (either in collaboration or alone) identical responses: criticism
of laissez-faire but rejection of state planning or interventionism, suspicion towards mass democracy
and outright hostility towards socialist/communist alternatives, attempts to bring back the gold standard
or to design almost identical alternatives, the promotion of the price mechanism and a competitive order
regulated by a strong state as the optimal forms of economic rationality. Beyond the German thinkers
who have been identified with ordoliberalism, the very same conclusions were reached by figures like
Luigi Finaudi and Benedito Croce in Italy; Louis Rougier and Jacques Rueff in France; Paul van
Zeeland in Belgium; Reinhardt Kamitz in Austria; Lionel Robbins in the UK and Frank Knight and
Henry Simons in the US — to name a few well known personalities.

One of the confusing elements around ordoliberalism is the fact that those who later came to
be called “ordoliberals” initially defined themselves as “neoliberals”. Chosen by a group of thinkers
who met in Paris in 1938, united by the desire to salvage the liberal order from multiple threats
(Mirowski & Plehwe 2009; Reinhourdt & Audier 2018), the concept of neoliberalism was meant to
indicate a break with a term that has since faded from view (‘“paleo-liberalism”). If the “golden years”
of the liberal order had been torn apart by the combined events of rising oligopolies/monopolies (that
demonstrated the non-existence of perfect competition); the outbreak of the first world war (that
euthanized the notion that trade brings peace); the Russian revolution (that put the planned economy
into the veritable horizon); and the 1929 crash and Great Depression (that buried the fantasy of a self-
correcting market mechanism), ordoliberals were only willing to accept two of these as passé: the world
of monopoly power and the belief in the self-correcting abilities of the market, immediately setting
themselves apart from ‘paleo-liberals’. At the same time, they became obsessed opponents of the
planned economy, while refusing to even contemplate that international trade could have negative
consequences, thus allowing for the continuous rubbing of shoulders with other forms of liberalism,
‘paleo-liberalism’ included. For all purposes, and given that the opposition to paleo-liberalism was a
crucial unifying element in those years, the notion that ordoliberalism was a particularly German
version of neoliberalism does not really withhold under closer scrutiny.

Having established that what would be called the ordoliberal framework, as it was developed
in the interwar period, was not a German phenomenon I found myself at a crossroads: should I not
engage with each of the non-German neoliberal thinkers, their thoughts, writings, and special context
as a means of investigating ordoliberalism? Or should I remain within an approach that prioritises the
German paradigm, thereby running the risk of over-emphasising the German side of ordoliberalism
even while rejecting its nationalisation? 1 responded to this challenge by remaining within Germany
for two reasons: firstly, having carefully analysed the political economy of Weimar Republic, of the
Great Depression and of the Nazi regime inside Germany, all of which functioned as a framework
within which German ordoliberalism emerged, would necessitate the dedication of as much space and
thoroughness to each of the non-German representatives of neoliberalism. I judged that to be an

overburdening strategy and a distraction. Secondly, and more importantly perhaps, historical



developments themselves put German ordoliberalism in the spotlight: in contrast to those international
neoliberals who participated or were influenced by the positions expressed in the Colloquium, only the
German members of this network found themselves in positions of power and influence in the aftermath

of World War II.

Ordoliberalism in the postwar period

This historical fact was, for reasons analysed in detail in this dissertation, a contingent and somewhat
accidental consequence which did, however, manage to play an important role in assigning a (German)
‘national’ identity to the ordoliberal framework. As I show, West Germany, in contrast to all other
countries in Europe at the end of WWII, found itself occupied by the US military (British and French
occupying forces soon handed over hegemony to the US). And even though the US government
administration was , at the time privy to Keynesian positions, the US military was not. Instead, it was
under the leadership of believers in free markets, fiscal orthodoxy, balanced budgets and tight monetary
conditions. Neither the head of the Office of the Military Government of the United States (OMGUS)
Lucius Clay nor his personal choice of financial advisor, the banker Joseph Dodge, were Keynesians.
Given that the new geopolitical reality was set in opposition to the USSR and towards the reconstruction
of the industrial capacity of West Germany, the personnel of the OMGUS played a crucial in promoting
a specific market order and, in that process, they also found very useful local allies in the ordoliberals.
With some exceptions and conflicts that I note, the OMGUS and ordoliberals shared a lot of common
ground: markets against (SPD visions of) socialisation/nationalisation; liberalisation of prices against
price controls; monetary reform led by an independent central bank.?

The specific reforms, supported by the US authorities and designed (to a significant extent) by
German ordoliberals marked the opening stages of the social market economy. Within this context, the
dissertation proceeds by examining the details of how specific ordoliberals (such as Adolf Lampe,
Walter Eucken, Ludwig Erhard, Alfred Miiller-Armack, Wilhelm Ropke) intervened and influenced the
discussions around and design of the currency reform through advisory roles or in direct policy-making
positions, the thesis turns to the question of the setting up of an independent central bank (Bank
deutscher Ldnder, followed by the Bundesbank) that became a crucial framework for the currency
reform and the social market economy.

This analysis allows for tackling the quite dominant position that ordoliberals opposed central bank
independence (CBI), a view that I demonstrate as fallacious by rejecting the dominant narrative that
focuses on the monetary views of Eucken who died in 1950 and whose experiences of CBI were

coloured by the Autonomy Act of the Reichsbank of 1922; examining how other ordoliberal figures

3 1t is perhaps crucial to note at this point that similar monetary reforms took place all over postwar Europe. None of them,
however, were coordinated by an independent central bank. Nor were the conditions of the currency reform equivalent: in
occupied European countries postwar inflationary tendencies had an external origin, i.e. Nazi expansion and appropriation of
monetary supply and depletion of foreign reserves. In Germany, by contrast, it was related to maintaining a stable domestic
war economy.
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(like Wilhelm Ropke, Otto Veit, Walter Muthesius, Ludwig Erhard) actively participated in the
promotion of CBI during the 1950-1957 negotiations before the inauguration of the Bundesbank — and
how they continued to promote CBI after that.

For those ordoliberals who looked at the gold standard as a means of guaranteeing fiscal discipline,
spending cuts and insulating of monetary policy from democratic control or pressure, CBI quickly
proved to be the second best alternative (during the period when they thought there might be a return
to the gold standard) or the optimal solution (when it became clear that there would never be a return
to the gold standard).

The dissertation then proceeds with a thorough discussion of the process of price liberalisation
and the ordoliberal influence in its design and implementation, finally turning to the question of the
social market economy and the so-called Wirtschaftswunder (‘economic miracle’) of West Germany in
the 1950s. Especially in relation to the so-called ‘economic miracle’, the dissertation starts from
highlighting the framework of West German economic reconstruction outside Germany (and beyond
the ordoliberal reforms), with a focused consideration of the significance of the Marshall Plan and the
GARIOA funds, the London Debt Agreement of 1953.

Establishing a clearer understanding of the ordoliberal framework by pointing at the various
debated about the social market economy within the (international) ordoliberal camp, the dissertation
moves on to an investigation of the implementation of the social market economy paradigm and the
various obstacles and contradictions encountered in the process. Focusing on the social aspect of the
social market economy, for example, allows for the outline of a specific compromise that ordoliberals
were forced to accept, while also pointing at their attempts to overcome this setback by
reconceptualising it in a way more concomitant with their views. The conclusion is that although the
inauguration of social welfare was in fact a compromise (primarily between ordoliberals and social
Catholics in and outside of the CDU, as well as SPD pressure), ordoliberals did not simply accept this
as given and worked steadily to reconceptualize the actual content of welfare and social policies in a
way that smooths out potential distortions of the market economy.

A second example for evaluating the realisation of the social market economy concerns a vital
and central concern of the ordoliberal framework in relation to the formation of cartels and monopolies
as symbols of market distortion. Zeroing in on the discussions around the legislation of an anti-Cartel
law in West Germany, the direct participation of ordoliberals in drafting the law (drafted by Franz Bohm
at the request of Ludwig Erhard) is demonstrated, adding further evidence of ordoliberal influence. This
exposition does not, however, omit the fact that the final law passed in the Bundestag also included
compromises for which ordoliberals like Bohm declared their disappointment.

This section closes with an attempt to trace (and evaluate) the changes and continuities in the
ordoliberal framework from the period of its inception to the social market economy, evaluating a
prominent argument that posits a postwar ordoliberal abandonment of the authoritarian strong state in

favor of an embrace of the democratic process via a constitutional order. Contesting this approach, my
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argument is that the democratic order that ordoliberals embraced in the postwar period was based on a
reconceptualization of its key features away from the mass democracy and the threat that it posed for
the competitive order of the interwar period.

Instead of the pluralistic, militant democracy of Weimar, what ordoliberals embraced in the
postwar period was the democracy of the sovereign consumer. In other words, instead of a democratic
order based on the deliberation between collective groups or parties representing social constituencies,
ordoliberals promoted a democratic order framed around individualized consumers. Instead of political
conflict and deliberation through collective organs, consumer preference. In this reconceptualization,
the freedom of consumers as a postulate of postwar democracy stood in opposition to both the planned
economy and social/political mobilizations. If the mass democracy of the interwar period was drawn
along class lines, Ludwig Erhard would announce that in the postwar democratic order of West
Germany, the class struggle was over.

Within this context, the hostility towards mass democratic procedures, collective subjects
(euphemistically described as private power according to ordoliberal parlance) remained consistent and
re-appears in the more seemingly benign concept of depoliticization. The postwar economic
constitution, a central category of the ordoliberal framework, could now be geared towards the creation
of constitutional constraints that could limit majoritarian democracy and its tendencies towards
politicization. In this noticeable inversion, suspicion towards mass democracy was transformed into a
democratic virtue, while democratic advances — like trade union power, the welfare state and goals of
full employment or any form of mass politics — are increasingly described by key ordoliberal figures as
totalitarian threats.

The section ends with a comment about the crucial ordoliberal realization that the nation-state
container continues to force compromises and the watering down of the economic constitution vision,
an acknowledgement that leads a significant amount of ordoliberals (not without dissenting views,
however) towards the promotion of a return to the international or trans-national elements of the
ordoliberal framework. This turn is exemplified in the direct ordoliberal participation and

encouragement of the process of European integration.

Ordoliberalism and early European integration
Starting from the wider context established by the Bretton Woods agreement and an outline of the
debates that animated its design, implementation and key features (such as fixed exchange rates and
capital controls) a detailed look at the ways in which ordoliberals understood and positioned themselves
in relation to this new monetary order is offered.

Following that exposition, the dissertation engages with the practical operationalization of
European integration, shedding light into its early steps through a meticulous account of the institutional
forms that it took: from the European Payments Union and the European Coal and Steel Community

all the way to the signing of the Rome Treaty in 1957. This allows me to discuss and evaluate in more
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detail the overall influence of the ordoliberal framework during early integration, as well as to analyze
the actual interventions (and participation) of ordoliberals in key aspects of integration, such as
competition law. At the same time, it also provides me with an opportunity to return and demonstrate
the transnational aspect of the ordoliberal framework by elaborating on the visible endorsement of
central features of the ordoliberal framework by non-German delegates and negotiators. As I argue, a
commonly shared vision of free markets regulated (but not directed) through competition law was
present in specific, key delegates of the negotiations for European unification, delegates who more often
than note agreed with each other despite divergent national interests (French or German industry, for
example) and despite their role as representatives of their respective countries.

Here one can observe that the same conflicts that had appeared in the drafting of the West
German anti-cartel law (that pitted German industrialists against ordoliberals like Erhard or Bohm)
resurfaced during European negotiations. Challenging accounts that see European integration as an
process of inter-governmental and diplomatic set of compromises, this research posits that the eventual
success of the European project represents a consequence of these mutually shared vision of these
transnational networks and not nation-state based compromise.

My research then proceeds with a detailed discussion of the split within the ordoliberal camp,
cut along pro-EEC and anti-EEC lines, concluding that although some first generation ordoliberals
rejected the EEC, the majority saw in it a ripe opportunity for upscaling the economic constitution and
avoiding the compromises involved within the framework of the nation-state. As von der Groeben

argued, echoing Eucken, what was at stake in the deliberations around European integration

“...was not a choice between market economy, freedom and prosperity on the one
hand, and planned economy, protectionism, controls and poverty on the other, but
differing views on how the market economy and freedom could be safeguarded,
within not only a national but a European framework” (Von Der Groeben 1985:

49).

Ordoliberalism in the post-Bretton Woods era

Consistent with the attempt to ground the analysis of the ordoliberal trajectory in the wider context
within which it developed, the research offers an overview of the main coordinates that led to the
collapse of Bretton Woods, primarily located in the gap created between the supply of dollars around
the world and their parity with US gold reserves. Yet, although the question of the collapse of Bretton
Woods is, in itself, a research question that has spawned an endless amount of commentary, my aim
here was not to bring forward the definitive account but the broad outlines (and their perception) of that
monumental historical moment. Shifting focus towards Germany and Europe in general, the aim was

to reconstruct how this collapse precipitated the EMU — as well as changing ordoliberal positions.
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Within this context, certain key elements are highlighted. Starting from an account of France’s
struggle against US hegemony filtered through Jacques Rueff’s influence on De Gaulle for a return to
the gold standard, my research shows that France was in fact seeking to transform, not abandon, the
global monetary system. At the same time, the inflationary pressures from the supply of dollars had
alerted West German authorities about the threat of imported inflation, while the different
circumstances that West Germany found itself in the 1960s — in contrast to the previous decade,
compromises in the name of international rehabilitation were no longer necessary — reformulated West
German capacity to act. For this reason, while West Germany reacted to the gradual unraveling of the
Bretton Woods system by allowing a certain loss of competitiveness in order to uphold the overall
system, it increasingly became the case that the choice between undervaluing the DM or imposing
capital controls was not optimal. Consequently, in 1969, a temporary float of the DM was chosen by
the Bundesbank and supported by the government.* The result was a regime of floating currencies that
came into being not due to ideological/monetarist conviction, as some accounts suggest, but out of
necessity to avoid the imposition of either capital controls or devaluation.

Having established the wider context, parallel developments within the ordoliberal framework
are outlined. Key aspects of the transformations that took place concern a consistent move closer to the
Hayekian paradigm (signaling a move away from the influence of Wilhelm Ropke) and, separately, a
re-iteration of the authoritarian aspects of ordoliberalism that are contextualized within the radical
increase in workers’ militancy of that period. The question of democracy, which appeared to have been
‘solved’ within ordoliberal thinking through the promotion of a sovereign consumer type of democratic
regime, was now seen as relatively complacent and concomitant with visions of mass participation,
resurfacing the issue once again and placing it in the spotlight.

While this renewed focus was not as obvious within the European context, with a wide range
of counter-vailing powers obstructing such a relapse, turning attention towards Latin America
exemplifies the point. Here, the example chosen to demonstrate this transformation of the ordoliberal
framework is James Buchanan, a political scientist and constitutional law commentator from the US,
who has come to be a leading influential thinker among the third generation of ordoliberals up until
today.

The similarities of Buchanan’s theory with ordoliberalism consisted of an unequivocal support
of a market economy, Eucken’s Rousseau-ian concern about the individual “dissolving in the collective
mass” (Horn 2022), the mutual recognition of the necessity of a rules-based order as a guarantee against
abuses of private power. Buchanan would also promote a specific normative and methodological

individualism through the development of his Public Choice Theory as a safeguard against

4 The concerted effort of European countries along similar lines increased the pressure. As Germann (2021) shows, in 1971
the central banks of Belgium and the Netherlands demanded $140 million in gold, France cashed in on $282 million and the
Bank of England demanded, in August 1971, a three billion dollars’ worth of gold guarantee.
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collective/organized interests.” In any case, Buchanan’s work gave rise to the concept of constitutional
political economy, a term designating the need for constitutional constraints on so-called “unlimited
democracy”, presented as a case of the “tyranny” of majority rule. Lastly, by focusing on questions of
fiscal spending and public debt, the limits placed on organized interests and the need for (constitutional)
law as constitutive of markets, the affinity of Buchanan with the ordoliberal framework is outlined.

This realization, however, enriched the approach that saw a reiteration of the authoritarian
elements of ordoliberalism, even in its new (and benign-sounding) constitutional political economy.
And this becomes clear through the investigation of a fact that scholars of ordoliberalism or
neoliberalism have paid little attention to: the direct participation of James Buchanan in the design and
drafting of dictator Pinochet’s constitution, a fact that is framed within the wider context of a Mont
Pélerin regional meeting in Pinochet’s Chile in 1981 in which both Buchanan and other proponents of
ordoliberalism (such as Aktionsgemeinschaft Sozialmarktwirtschaft president Wolfgang Frickhoffer)
took part and presented relevant (and revealing) papers.

In parallel to the adoption of Buchanan’s constitutional political economy, ordoliberalism also
became a key factor in the embrace and promotion of monetarist positions. In an attempt to properly
evaluate the relationship of 1970s ordoliberalism with monetarism, this research focuses on the fact that
a chief driver for monetarism in West Germany was to be found in the Bundesbank, whose practical
policy rendered Western German monetarism quite unique (Johnson 1998; Germann 2021), more
pragmatic then ideological. As Germann shows, “paradoxically, Germany’s decision to float served to
maintain the ‘embedded liberal’ compromise domestically, while exacerbating the speculative capital
movements that would contribute to its undoing elsewhere in the capitalist world in the decade to
follow.” (Germann 2013: 784).

Within this context, certain ordoliberals remained (at least initially) suspicious of monetarism,
viewing its destructive relation to the existing monetary regime as a form “libertarian” or “laissez-faire”
policy, favoring instead a credit policy (which was, at the time, even described as dirigiste). At the same
time, other ordoliberals (such as Norbert Kloten and Peter Bernholz) were early converts and regular

participants of the Konstanz Seminar circle which introduced monetarism to West Germany.

Ordoliberalism and the EMU
Parallel to these changes and continuities of the ordoliberal framework in relation to its political and
monetary aspects, the specific period was also characterized by the acceleration of discussions around

the potential for a monetary unification as the next step of European integration. To contextualize these,

3> As noted in the relevant parts of the dissertation, the differences between Buchanan’s theoretical framework and the early,
Freiburg School ordoliberalism of Eucken are not negligible. Most notably, Buchanan’s methodological individualism which
is based on the exposition of politicians and state employees as selfish and short-term oriented stands in contrast with the
ordoliberal view of a unitary state guided by ‘scientific experts’ (see also Biebricher forthcoming). Furthermore, the public
choice theory embrace of direct democratic procedures such as referendums also appears as oppositional to the early
ordoliberal strong state as a safeguard against democratic processes.
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the research takes a close look at each step taken by official authorities, focusing on the Werner Report
of 1970, the creation of the ‘Snake’ exchange rate arrangement and the creation of the European
Monetary System of 1979 as the background that framed the Maastricht Treaty.

The aim here is to investigate the existence of ordoliberal influences in that very process, based
on the conceptualization and trajectory of ordoliberalism that has taken place in the previous chapters.
Some obvious points are highlighted: firstly, the discussions and process of European monetary
integration take place under the auspices of a rather unique approach to common currency areas, namely
their accompaniment by a strict institutional arrangement and a legal/regulatory framework for
promoting and encasing the market economy by consolidating fixed exchange rates, liberalisation of
capital flows, low inflation targets, balanced budgets and an independent central bank. Once again,
these mutually shared aims as expressed by negotiating participants — who, by the time of the
negotiations around the Maastricht Treaty consist mainly of an epistemic community of central bankers
of the Delors Committee — challenges a common historiographical perspective that sees European
integration as the result of compromises between conflicting national traditions and growth models.

Having outlined the common features, however, the research suggests an explanatory
framework for conceptualizing divergences within European integration: rather than understanding any
emerging differences as reflecting conflictual national interests, the proposal here is to conceptualize
them as reflecting divergent paths for arriving at the same result. In this context, what characterizes the
disparities relates directly to whether reaching the same goals can be achieved through a process of
austerity (as in the case of economically weaker countries) or maintenance of existing equilibrium
without austerity (as in the case of Germany). An outline that examines the specific features of the

Maastricht Treaty is then laid out.

Ordoliberalism and the Eurozone crisis
The last part of the research is dedicated to evaluating the correlation between the invariant ordoliberal
aim of constructing an economic constitution and the reality of the EMU. Drawing on the distinction of
the EEC as a micro-economic and the EMU as a macro-economic constitution, the analysis highlights
the importance of the EMU as an external constraint signifier, further dwelling into the specific ways
that the EMU exemplifies the operationalization of key ordoliberal concerns: namely, a supra-national
institutional form that constitutionalizes specific economic and monetary arrangements, establishes the
institutional insulation of monetary policy from democratic/social pressures, a process overseen by an
equally independent constitutional authority that embeds its judicial primacy by regulating and
overseeing national domestic law through a unification of common aims and principles.

Consistent with the objective of evaluating the transformations of the ordoliberal framework,

the research engages with oppositional forces to this process within the ordoliberal network. For this

¢ The misleading presuppositions of such an approach are most strikingly obvious in the impossibility of placing driving figures
like Valerie d’Estaing, Jacques Delors and Raymond Barre from France as representatives of some French dirigiste tradition.
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reason, particular attention is given to a specific constituency of ordoliberal/neoliberal voices who
partially revive Wilhelm R&pke’s objections to European integration (as analyzed in chapter 4).
Resuscitating the central points of critique around structures such as the Common Agricultural Policy
(CAP) or the dirigiste framework, these ordoliberal/neoliberal-influenced interventions (centered
around the Mont Pélerin Society) challenged the EMU vision from the perspective of a certain lack of
clarity and ambiguities. While some of these concentrated on the unease of the ways in which issues of
central bank independence and fiscal discipline would be sufficiently safeguarded through the
Maastricht Treaty, others went further and attacked the EMU plans with reference to tendencies of
federal centralization and bureaucratization.

Reflecting a more libertarian strand of the neoliberal paradigm, these objections would later
evolve and coalesce with more far right and nationalist voices who were moving towards a direction of
revitalizing the nation-state in opposition to what they saw as an undermining of national distinctiveness
— as expressed in the more successful constitutionalization of ordoliberal recipes in countries like
Germany or Switzerland. Fearing that monetary unification would result in fiscally-lax countries
imposing their inflationary paths on those who had a tradition of fiscal discipline, these Eurosceptics
attempted (without much success) to change the discourse and create intellectual obstacles to the EMU.’

Leaving aside such objections, however, and the limited effect they had in the construction of
the EMU, most ordoliberal-inclined thinkers saw the new monetary union in positive light, confining
their commentary on rather secondary issues of how to further embed and expand the principles upon
which it was based — as well as keeping watch on those EMU member states that tended to diverge from
them. They recognized that core values of the ordoliberal framework were visible in the constitutional
and political economy arrangement — such as fiscal discipline exerted both through markets and
institutional agreements such as the SGP or the absence of bailout possibilities for recalcitrant members
on behalf the fully independent ECB.

Would such an outlook justify the characterization of the EMU as an ‘ordoliberal cage’ (Ryner
2015)? Such a view became especially predominant after the outbreak of the Eurozone sovereign debt
crisis of 2010, animated by the (supposedly particularly German) insistence on austerity® and leading
to conclusions purporting that the whole mechanism of the EMU was, from the beginning, designed to

benefit German hegemony. And while it is correct to indicate that Germany benefited from the exchange

7 Eventually, as the research notes, such positions would be absorbed and propagated by parties such as the Alternative fiir
Deutschland (AfD) which, before its transformation into a far right, anti-migrant party, represented a neoliberal critique of the
EMU.

8 Such a perspective does not only tend to ignore, when convenient, the equally stringent insistence on harsh austerity by other
member states (such as the Netherlands or Finland) but it also obscures the indispensable role of the embrace of fiscal
consolidation by national elites within the peripheral states that were experiencing the devastating policies. Rather than being
caught off guard, governing parties of the last decades in places such as Greece, Portugal and Spain had attempted to implement
identical policies. The high social and political cost, however, had undermined their full implementation. The Eurozone crisis
represented thus a ‘perfect storm’ moment, allowing them to pursue the same policies under the illusion that they would not
pay the price themselves (see Moury & Standing 2017; Roufos 2020; Moury et al 2021). Events would prove them wrong but
that does not undermine the fact that austerity was supported domestically as much as it was externally.
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rate established by the euro (set at the level of the DM it allowed German export competitiveness)’, an
approach that purports that this was something imposed by Germany on non-compliant member states
ignores decades of policy preference by European elites in the orientation of copying Modell
Deutschland (without, however, the equivalent concern for a developed welfare state, high
compensation for specific sectors of the working class). As Cafruny & Talani (2019: 9) would put it,
rather than a one-sided hegemony position, German relations to the EMU reflect a “mutual
dependence”.

Nonetheless, it has become very common to ascribe the architecture of the EMU (Blyth 2013),
the unfolding of the crisis and its framing (Ojala & Harjuniemi 2016) and the austerity ‘solutions’
(Bulmer 2014) as directly resulting from an ordoliberal bias. Key ordoliberal figures like Feld objected
to this identification, claiming that while the EMU contains elements of the ordoliberal framework the
crisis response included the endorsement of policies that would be, strictly speaking, incompatible with
ordoliberal teachings (Feld et al 2015), further adding that the main coordinates of both EMU
architecture and crisis management corresponded, not to ordoliberal positions, but to a “lesson of
applied monetary economics” (ibid: 57).

But ordoliberals were not the only ones to object and many non-ordoliberal scholars have
challenged various aspects of this narrative. Writing before the inauguration of the EMU McNamara
(1998) had mounted an attack on the claim of German hegemony, arguing that on the basis of normative
explanations of hegemonic dynamics (with the examples of the US at the forefront), such an perspective
on Germany’s position in the EMU is “difficult to extend [...] to a regional context, especially in the
monetary realm (McNamara 1998: 25).

From another perspective, Cadwell & Snaith (2018) question the characterization of the EMU
as ordoliberal given the fact that “the EU is, and does, more than an ‘economic constitution’ would
suggest (Cadwell & Snaith 2018: 1065). In yet another challenge, Dooley (2017) interrogates German
responsibility for the outbreak of the Eurozone crisis, while Cardoso et al (2021) have produced an
argument that challenges the imposition of austerity as a German/ordoliberal inflicted process by
emphasizing the two-side process of structural reforms, local ‘ownership’ and participation as necessary
features without which external imposition is rendered practically impossible. As Moury et al (2021)
concluded, domestic executives saw in the Eurozone crisis an opportunity “to pass reforms that they
deem necessary but could not have passed in the past because they were very unpopular or were blocked

by powerful interest groups” (Moury et al 2021: 11).

EMU, constitutionality and crisis

% 1t is perhaps worth repeating that ordoliberalism is not a framework oriented towards the defence of a specific sector of
German capital. As Dyson notes in his extensive review of ordoliberalism, “German negotiating positions” during the
Eurozone crisis “had more to do with the protection of a German coordinated-market economy model of export-led growth
than with the defense of Ordo-liberalism” (Dyson 2021: 13).
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The thesis has established that the process of European integration owes a lot of its framework to
ordoliberal positions. Not only did the EEC embedded key principles of the ordoliberal framework,
such as competition law and the embedding of market principles through constitutionalization but,
moreover, special attention was given to the fact that these principles were not confined to German
negotiators or decision-makers but were widely shared across member states. In this context, the
common goal of establishing the proper regulatory framework for the advancement of the market
economy was not only ever-present in the EEC after the Rome Treaty but even more forcefully so in
the EMU.

The creation of a single currency run by an entirely independent, non-majoritarian central bank
represents without a doubt a further stop in the direction of ‘denationalizing’ or ‘depoliticising’ money,
while the executive/legislative structures of the EMU are predominantly reliant on other, equally non-
majoritarian institutions (such as the Commission and the Eurogroup). Political, democratic and social
pressures are more directly and profoundly insulated from affecting key aspects of monetary policy,
while economic policy itself, while ostensibly in the jurisdiction of member states, is framed within an
increasingly complex and self-propelling system of rules, regulations and legislations, the ignoring of
which carries the real effect of directly enforceable sanctions. Supervised by a Constitutional Court that
has elevated its jurisdiction above that of national law, the EMU also includes a feature that was latent
but hardly noticeable in the EEC: it is fully irreversible. As the Eurozone crisis showed, there is not
even a legal protocol or defined procedure for a member state to leave the Eurozone.

All the above attributes of the European Monetary Union should be enough to safely argue that
indeed it does represent the operationalization of an ordoliberal economic constitution. Nonetheless, in
relative agreement with Caldwell & Snaith (2018), it is crucial to recognize that despite this
unprecedented affinity, the EMU is not only an economic constitution. But this assertion is
supplementary to the fact that, in all possible and realistic ways, what the EMU represents is the closest
ever experiment for operationalizing the overwhelming framework of ideas that first appeared in the
interwar period and continue to develop ever since — without, however, losing their original
characteristics.

For this reason, the last part of the thesis will attempt to evaluate the economic constitution
from a novel perspective, one pertaining to a more literal translation of the concept. Namely, through
the profoundly fragile constitutionality of the EMU as it exists and as it has manifested itself through
battles around its meaning and structure at a constitutional level. Starting from the specific example of
Greek austerity and the potential non- or anti-constitutionality of its voting and implementation, the
final part will approach the same question from the perspective of the constitutional battle that took
place between the German Federal Court (BVerfG) and the European Court of Justice (ECJ) in the
context of the political economy of the European Central Bank, a conflict that could be considered as
one that threatened the continuation of the EMU more than anything that had taken place until that

moment.

19



In this final section, it is demonstrated that the functions of the ‘economic constitution’ could
be seen as non-applicable in the case of Greece given the strongly ambiguous juridical justification of
austerity via the Greek constitution (a seeming paradox that is explained through a historical/analytical
approach of the content of the constitution itself). But it was also hard to maintain in the context of the
BVerfG’s challenge on the ECB, especially after many commentators attributed the German court’s
hostile verdict against the ECB as stemming from ordoliberal sensitivities. While that latter position is
challenged, showing that contemporary ordoliberals were explicitly and publicly against the BVerfG’s
ruling, this conflict did indicate a series of misunderstandings and the incompatibility of an approach
that sees the EMU, the economic constitution and German political economy and hegemony as
identical.

Finally, the conclusion of the thesis reviews the examined trajectory and combines the findings
to re-assert the main inferences that have guided, methodologically and analytically, the whole research.
It thus repeats the insistence of examining ordoliberalism as a framework instead of a (German or
otherwise) policy-oriented apparatus, adding however that this appears to be at the same time the weak
point of ordoliberalism. Seen as the expression of a legal framework meant to encase and protect the
market economy and private property by establishing a competitive order, it would be absurd to claim
that the ordoliberal framework has not been successful - how else could one describe contemporary
political economy (especially within the European context)? But the framework-building
conceptualisation also necessitates compromises, for the simple reason that frameworks are not in
themselves capable of determining and pre-emptively resolving all aspects of social, political and
economic life and conflict, something visible also in the institutional forms for promoting or
maintaining price stability, a central constitutive principle of the ordoliberal framework. For
ordoliberalism, the most efficient way of avoiding the potential erosion of the capitalist economy and
its class society remains the establishment of an economic constitution, a market order established
through law, that can repress, undermine and/or neutralize all market distorting tendencies of social and
political life. This vision, as this dissertation has demonstrated, presupposes the strengthening of the
state mechanism and the uninhibited development of competitive markets, despite their historically
persistent capacity to generate exploitation, inequality and ecological devastation. But its success
continues to be undermined by the reality of social contradictions and antagonism which no regulatory

framework can make disappear.
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CHAPTER 1: On Theory and Methods

Given the relatively wide range of the topics and historical periods included in this research, it is only
appropriate to extend the theoretical and methodological tools utilised for an elaborate engagement.
Starting from the perspective that ordoliberalism represents a specific political economy which is,
however, not confined to Germany, the research employs a series of methodological approaches that
look at the topic from a critical and international perspective (CIPE). Secondly, given that the topic is
to trace the emergence of ordoliberalism and to then properly situate its influence throughout a specific
trajectory that spans both historical time and geo-spatial ground, conjunctural analysis, critical junctures
and process tracing are also utilised to frame this effort. Lastly, since ordoliberalism is identified as a
commonly shared framework of a variety of actors, the theoretical work on epistemic communities (and,
especially, transnational epistemic communities) forms the background for translating the specific
ways through which ordoliberalism could (or could not) affect direct policy making, discursive changes

and frame-setting.

CIPE, conjunctural analysis, critical junctures, and process tracing

Following Jager et al (2016), I adopt the position that the concept of “methodology is more general than
method”, referring to the way “methods are combined and applied” (Ibid: 101). For this reason, I chose
to incorporate a set of relatively distinct and yet adjacent methodological approaches to deal with the
various levels of abstraction and concreteness through which the research unfolds. This choice reflects
the need to explore the ways through which such a topic can be approached from a variety of standpoints
without however losing track of the stated aim, i.e., the evaluation of the trajectory and influence of the
ordoliberal framework via different historical conjunctures and critical junctures.

As a starting point, ordoliberalism is in this research understood and posited as a specific
political economy. Moreover, as this research will demonstrate, it is not a specifically German political
economy. From this perspective, elements of International Political Economy (IPE), seen as the study
of “the complex interrelationship of economic and political activity at the level of international affairs”
(Cohen 2008: 16) seems fitting. Nonetheless, following Cafruny et al (2016) and Germann (2021), the
two dominant mainstream schools of thought in IPE — realism and liberalism — contain a number of
presuppositions that show themselves less fitting for a thorough study of ordoliberalism, prompting
instead an approach that centres on Critical International Political Economy (CIPE): on the one hand,
the notion of IPE’s real objects and agencies as “objective and separate” is contrasted with their
recognition as forming (and being formed by) a historically dynamic process (Cafruny et al 2016).
Rather than being driven by a “search for general laws that hold true for all times and places”, CIPE is
concerned with producing “historically specific explanations of particular social and international

orders” (Germann 2021: 16). More specifically, CIPE challenges the IPE approach that sees “socio-
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economic and political structures as neutral categories, given and immutable” (Ibid). As noted by Cox
(1981: 129), the purpose of a critical approach is not to take “institutions and social and power relations
for granted but [to] call them into question by concerning itself with their origins and whether they
might be in the process of changing”. In other words, CIPE is directly concerned with the historical
trajectories of institutions, political agents, ideas and their transformation, seeing such a process as
firmly embedded in a context of political contestation and conflict with no tendency towards
equilibrium. In contrast to realist/liberal IPE approaches that presuppose stability and equilibrium in
their theoretical toolbox, seeing research as a form of ‘problem solving’ path to reach (or return to) such
equilibrium, CIPE posits the need to account for uneven, conflictual development and crisis (Cafruny
et al 2016: 4).

Using the work of Jéger et al (2016) to further contextualize this, it is worth restating that CIPE
develops as a response to positivist and radical subjectivist/relativist takes, drawing instead from the
tradition of historical materialism. The direction of this methodological suggestion is shown by its
rejection of the normative “disciplinary split between [...] economics (a discipline related to the
market), [...] politics (a discipline related to the state) and sociology (a discipline related to the
personal)” (Jager et al 2016: 104). Rejecting the disciplinary (and analytical) separation of political
economy into sociology, political science and (neoclassical) economics (Cafruny et al 2016: 3) and re-
appropriating Marx’s approach as a critique of political economy (Callinicos 2016: 49), CIPE examines
the intersection of these (superficially) separated categories, remaining closer to an understanding of
political economy as a “pre-disciplinary approach”'® with an “integrative analysis of economic, politics
and society” at its core (Ibid).

As 1 will show, ordoliberals themselves adopt a similar outlook, insisting on the “inter-
dependence” of orders, economic processes and theoretical fields (Eucken 1948; Peacock &
Willdgerodt 1989b; Kolev 2010, 2019), criticizing any forced separation and positing a more holistic
view that can be related back to what political economy signified in the past. While their normative
conclusions tend to re-introduce this separation (visible in the insistence to detach economic/monetary
policy from political activity), their theoretical grounding recognizes these as inter-connected. As Févre
(2022 argues), ordoliberalism constitutes a political economy of power, signifying “an overall approach
to the social sphere through the prism of economic issues [that] aims to act on the existing state of
affairs through an economic policy guided by theory” (Févre 2022:17)."

As Jager et al insist (2016: 106), CIPE reads Marx’s scant but visible methodological
suggestions through the lens of “leaving behind Cartesian separations between mind and matter,

consciousness and materiality”. Rather than fixed categorizations, their approach examines “processes,

10 Jessop and Sum (2001) call it “post-disciplinary”, but I hold that the essence of the argument is the same.

T Crucial to note here, however, that Févre himself is forced to conclude that while central to their framework, “ordoliberals
provided no explicit definition of power, whether economic, social, or political” (Fevre 2022: 18). Slobodian (2018: 269) goes
further and states that ordoliberal theory essentially “hide[s] the asymmetries of power”.
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flows and relations” (Ibid). Asserting, alongside critical realist views, that each methodological
approach “presupposes an ontological position” (Ibid: 107), CIPE methodology asks the question of
whether “objects and social relations have causal powers which may or may not produce regularities”
(Sayer 1992: 2f.) It is this perspective that makes the selective use of CIPE methodological tools
relevant to the investigation of ordoliberalism, as its “generative powers” — whether during the Weimar
Republic, postwar West Germany or at the EU/EMU level — “do not always lead to certain events but
are rather to be seen as tendencies” (Jager et al 2016: 107). Equally useful is the insistence found in
CIPE on prioritizing the need of utilizing abstractions in order to deal with concrete phenomena or, as
they put it, “a systematic reflection related to concrete historical phenomena and processes” (Ibid: 109).
Concluding, CIPE is incorporated in this research as an attempt to “combine agency-
oriented/subjectivist as well as structuralist/objectivist/systemic perspectives by overcoming the
distinction between both.” (Ibid: 110; see also Ryner 2012; 2015).

A second methodological tool that proved useful for my research, and one with significant
commonalities to CIPE is conjunctural analysis. Constructed as a way to “historicise the present”
(Grayson & Little 2017: 62), conjunctural analysis was formed through Stuart Hall’s quasi-Gramscian'?
approach, attempting to “weave together strands of philosophical and ideological thought; social
dynamics and economic developments and think them together with the political terrain of the present”
(Ibid). Utilising this method in order to analyse the ambition and scope of Thatcher’s program, Hall
tried to make sense of the shifting away from the so-called postwar compromise, avoiding the trappings
of deterministic approaches. Seeking to formulate the new terrain that was being opened, Hall
conceptualized the historical period of this transformation as a key conjunctural moment, thereby
spelling out a periodisation (moving through crisis and contradiction) while also seeking out longer
trajectories of thought.

Conjunctural analysis places emphasis on moments of crisis as central drivers of
transformation. But while its use has been more broadly to examine the shift from the post-war
embedded liberal order (or “social democratic settlement) during the 1970s, I chose to expand this
horizon and to examine the ways through which moments of crisis beyond the 1970s (namely: the
interwar period, the direct aftermath of World War II, the 1970s and the Eurozone crisis) determined
the development of the ordoliberal framework and the ways in which it intervened (or tried to) in direct
policy making processes. In a parallel context, a focus on the long process of European integration from
the 1950s until today can be illuminated by insights provided by the conjunctural analysis found in the
work of Carfuny & Ryner (2003; 2007), Van Apeldoorn et al (2003), Becker and Jéger (2012) and van

Apeldoorn (2013). Providing useful critical commentaries on how mainstream theories of European

12'As Grayson & Little (2017) clarify, Gramsci’s work may have solidified Hall’s approach but that did not make him a
Gramscian. Similarly, the utilisation of conjunctural analysis here does not imply an adoption of a Gramscian framework.
Central Gramscian categories such as hegemony are critically assessed in this research, especially in relation to Germany’s
role within European integration.
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integration “are unable to conceptualize adequately power relations” (Van Apeldoorn et al 2003: 17),
this approach proves especially appropriate for the overall study of the ordoliberal framework."
Conjunctural analysis is thus an illuminating way to engage with different aspects of the European
political economy, zeroing in on national, global and inner-European interactions and maintaining an
eye on the influence of ordoliberal/neoliberal knowledge networks in the integration process and their
role in conjunctural moments of crisis.

This research also employs elements of critical junctions/junctures methodology. What I found
appealing in this approach was its ability to provide “tools for studying the political origins and reform
of important institutional arrangements that exert a long-lasting influence on their social and political
environment” (Capoccia 2015: 147). Strongly related (but not confined to) an analysis that examines
how critical junctures give rise to path-dependent outcomes, critical juncture provides a crucial tool for
correlating both institutional structures and the questions of political agency, choice and compromise.
Without adopting a strict and linear causal relation between institutional transformation and path
dependency, the critical junctures methodology can point at potential “disconnect[s] between the
institutional outcome and the initial preferences of the most powerful actors on the scene”, thereby
avoiding the “pitfall of attributing institutional outcomes to such preferences” (Ibid). In particular, this
disconnect can be further understood as representing moments of conflict between theoretical
constructions, practical operationalizations of desired outcomes, their institutional expression and the
continuing social antagonism that persists within capitalist societies that generates unwanted but
unavoidable compromises that tend, occasionally, to reconfigure the overall framework (see chapters 3
& 4 in this dissertation). In the specific context of a theoretical project (ordoliberalism) that prioritises
institutionalisation and, eventually, constitutionalization as indispensable for providing a regulatory
framework for the market economy, a critical junctions’ approach is particularly helpful.

Borrowing from Karl Polanyi’s dictum that in some moments in history “time expands ... and
so must our analyses” (Polanyi 1944, 4), the critical junctions’ approach allows for an enlargement of
the temporal horizon of the research, seeking to trace later consequences as arising during critical
historical junctions, with the overall aim to re-iterate that “what may seem to be causing the institutional
outcome at a certain moment may in fact be the effect of decisions made much earlier in time that
became entrenched in institutional arrangements.” (Capoccia 2015: 155). This, I will argue, is the case
in the process of European integration and the eventual emergence of the EMU via an integrated
dialogue with central ordoliberal predicates. Finally, and against the accusation that a “focus on agency
and contingency as key causal factors” (Capoccia 2015: 156, my emphasis) undermines the degree of
divergence (i.e. the process through which an exogenous shock affects the situation in such a way as to
generate multiple divergent outcomes), a combination of agency- and contingency-focus (without

however equating them) that the critical junctions’ approach offers is highly suitable.

13 As noted, the ordoliberal framework claims to be a political economy of power but, as will be shown, only identifies specific
aspects of that power.

24



This account brings us to the next methodological borrowing that informs this research, namely
the contextualisation of process tracing. As Peter Hall and others have shown, the aim of this systematic
form of analysis is to observe “if the multiple actions and statements of the actors at each stage of the
causal process are consistent with the image of the world implied by [a] theory” (Vail 2018: xi). Here
again, the evaluation of ordoliberalism acquires a new dimension: struggling to find its place within the
world during the interwar period but moving into positions of influence in West Germany during the
post-war period, the ordoliberal framework appears to somewhat fade from view during the troubled
years immediately before and after the unravelling of the post-liberal embedded order. Briefly morphing
into the monetarist paradigm, it re-appears as a reference point during the German unification and, more
vividly but somehow with less historical noise, during the Eurozone crisis. In such a German-centred
mapping, however, a crucial transformation of the ordoliberal framework from the nation-state level
into the supra-national terrain is obscured and ignored. The flight into European integration attempted
(and succeeded) by the so-called second generation, comprising of figures like Joachim Ernst-
Mestmaécker, Hallstein and von der Groeben, was crucial in further developing the pre-existent cross-
national ordoliberal framework (what Slobodian has referred to as ‘ordo-globalism”) within the
parameters of European integration, as well as for formulating more clearly the passage from a vision
of a national economy towards a global conceptualisation of markets. From this perspective and as an
example, a critical engagement with the role of ordoliberal ideas during the crisis management affer
2010 would fall short if evaluated on the basis of the “image of the world” outlined by earlier ordoliberal
figures such as Eucken, Ropke and Béhm.'* Focusing on “the unfolding of events or situations over
time” (Collier 2011), process tracing will allow for an expose of as much the temporal repeated-ness of
central ordoliberal concerns and prescriptions, as well as the difficulties and eventual transformations
that their encounter with a practical operationalization demanded.

The specific case of ordoliberalism offers another example of testing out the methodological
framework of critical junctures and path-dependent processes. Taking Lehmbruch’s assertion that
“during critical junctures [....] old hegemonic discourse coalitions are challenged by new ones”
(Lehmbruch 2001: 43) seriously, the early ordoliberal trajectory could be seen as an attempt to challenge
predominant discourse coalitions, albeit one that was only partially and even so for a very short time
successful (namely in the governments of Briining and von Papen). In the postwar period of West
Germany, however, ordoliberalism appears as victorious against other suggestions and policy options,
establishing the distinct form of the social market economy. This outlook, however, does not preclude
a certain level of continuity between the two periods. As we shall see in chapters 2 and 3, in fact, a

significant degree of (institutional, constitutional and economic framework) continuity with the pre-war

14 A similar mystification has taken place in relation to the ordoliberal embrace of central bank independence. As I will show
in Chapter 3, the predominant view of an ordoliberal rejection of CBI rests unjustifiably on the work of Walter Eucken, an
ordoliberal thinker that died years before the Bundesbank was even inaugurated, let alone before the widespread adoption of
CBI as the central bank model par excellence.
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predicament has been pointed out by many commentators (indicatively, see Tribe 1995; Dukes 2014;
Dyson 2021). Closer to Lehmbruch’s view that the progress of specific discourses often includes “the
integration of new elements or shedding of others” (Lehmbruch 2001: 44), we can identify a process
that does not imply a sharp differentiation and complete break from past policies or institutions even
during discourse displacement. As we shall notice in relation to specific institutional arrangements
(such as central banks or even the very essence of mass democratic representation), ordoliberals have
proven to be particularly flexible and pragmatic — to the extent that the ‘core discourse’ remains the
same and to the extent that specific institutional or political arrangements can be utilized in its service. "’

It is a central theme of this research that in its movements from ideational activation to
institutionalisation, the historical mutations of the ordoliberal project have not radically transformed its
core presuppositions. Despite “contestation about whether adaptations to changing circumstances
threaten the integrity of the tradition” (Dyson 2021: 119), and while rejecting an approach to
ordoliberalism that sees it as static and formalized, ordoliberalism continues to occupy a distinct space
within the family of liberalism/neoliberalism, and that distinctiveness is based on certain key
characteristics that it does not share with other schools of thought or traditions. Despite the various
transformations that have taken place since the heyday of Eucken, Ropke, Bohm and Riistow, and
reading through the periodic centrifugal tendencies — such as the conceptualization of the market as
either a ‘spontaneous order’ (Hayek) or as a terrain whose potential is unleashed through
Ordnungspolitik; the engagement and entanglement with Buchanan’s constitutional economics, public
choice theory and methodological individualism (Kirchgéssner 1988; Feld & Kohler 2011); the relation
to monetarism — it remains nonetheless possible to ascertain that certain key elements of the ordoliberal
framework that appeared in the interwar period and were further developed later retain their central role
within the project. The rejection of the notion of a self-regulating market or laissez-faire capitalism; the
insistence on a state-led, institutional embedding of specific legal/constitutional rules as means to
establish price stability, credibility and competition; the attempts to embed the competitive market and
the strong state within a moral context that is not the automatic result of the price mechanism or
competition; an insistence on an understanding of the necessity of technical knowledge that betrays an
elitist conceptualization; the necessity to drastically limit the capacity of organised interests in
influencing economic and monetary policy; all these are elements of the ordoliberal framework that
have survived the passage of time and which continue to delineate it from other liberal traditions, despite
the historical changes that have taken place.

From this perspective, even if the cognitive justifications for an Ordnungspolitik mentioned
above change in accordance with the perceived challenges of each period, it would be amiss not to
recognize a significant level of continuity (and, in some institutional aspects such as central banks, a

degree of path dependency). Here, rather than focusing on abrupt shifts in policy making that embed or

15 This point is especially crucial in the discussion between the relation of ordoliberalism to democracy.
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dis-embed ideational paradigms (Blyth 2002), this research will try to flesh out the progressive flow of
the ordoliberal framework, an approach closer to the work done by Berman (2006) and Fourcade (2009)
who focus on “slow transformations over time through incremental steps via adaptation and adjustment
to changing realities” (Schmidt 2018: 75). Ordoliberals, in this context, represent a “wide range of
thinkers over successive generations who build on one another’s ideas over time” (ibid. 76), while also
getting involved in interpretative and policy-related conflicts that also show a specific persistence in
time.'® Rather than distinct theorisations and divergent approaches and along with Dyson (2021), 1
recognize in the ordoliberal trajectory a “family resemblance”. It is such continuity, for example, that
helps the framing of the ordoliberal conceptualization of the strong state and its relation to democracy.'’

Summarizing the specific use of these methodological tools, the key concern is to allow for an
engagement with both the abstract/normative level of the ordoliberal framework and the concrete way
through which this is operationalized in the historical trajectory under examination. For achieving this,
an international political economy approach is chosen, given the conviction that the ordoliberal
framework is not confined to a national economy, but a specifically critical version (CIPE) in the sense
of rejecting central presuppositions found in IPE about questions of market equilibrium, market
efficiency and the proclaimed depoliticization of the market and price mechanisms. At the same time,
the application of conjunctural analysis is chosen as a way of indicating that moments of crisis and
historical transformations have been crucial for the development of the ordoliberal framework,
expanded in this case to examine a time span that has not been attempted before in existing literature.
Similarly, a critical junctions approach allows for the elaboration of path dependency and the ability (or
lack thereof) of ordoliberal long-standing influence. At the same time, the critical junctions approach
permits the combination of institutional transformations and issues of agency, choice and compromise,
a framework crucial for locating and conceptualizing the significance of the ordoliberal framework in
operationalized political economy. Finally, process tracing is chosen with an eye to establishing the
consistency of the ordoliberal framework as it unfolds over time, making it possible to evaluate its
temporal repeated-ness.

In conclusion, this research will oscillate between tracing ordoliberal continuity while also
accounting for and explaining the historical changes and divergences present in its trajectory. The next
section will now turn to the theoretical framework that will be utilized to examine ordoliberalism with
the aim of properly grounding the way through which ordoliberal positions have (or have not) been

influential in the historical period under investigation.

16 Case in point the specific disagreements and conflicts that animate ordoliberal views around European integration.
17 The suggestion that the postwar period sees an ordoliberal abandonment of the anti-demorcatic strong state concept in favour
of'a democratic constitutional order will be shown to be more discursive than substantial.
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From epistemic community to advocacy network ... and back?

A central question which this research wishes to address is the process and the historical conjuncture
that allowed an intellectual project to transform itself into an epistemic or discursive community, an
advocacy coalition/network and, in this manner, to achieve a noteworthy level of influence on policy
design, implementation and compliance policing.'"® How is it that a set of thinkers join forces by
overriding their relatively divergent origins and start producing a collective response to a series of
historical challenges? An added layer in the specific case of ordoliberalism concerns its transnational
or cross-border appeal as an epistemic community, capable of exerting influence not merely at the
national/domestic level in West Germany (see chapter 3), but also at the supranational field of European
integration (see chapters 4 & 5). In this perspective, the question is how a policy paradigm gets
translated into a transnational project and what type of transformations can be observed in this mutation.
Lastly, the question arises as to how one can properly measure the extent of this influence: does it relate
to the capacity to advocate for a specific design of policy, framed within the set of “common causal and
principled beliefs” (Haas 1992)? Or should it be measured in relation to an observed institutionalization
of this core set of beliefs, an approach that allows one to discern influence even when (or perhaps
especially when) these beliefs come to be seen as so “common sense” that direct and formal ordoliberal
participation in their dissemination essentially fades into the background (Skogstad & Schmidt 2011)?

In this field of enquiry, research centering on ‘epistemic communities’ offers indispensable
insights. In attempting to answer the persistent questions of how ideas are disseminated, why they
prevail against others and how they translate into policy, Haas’ (1992) suggestion that “epistemic
communities are the channels through which new ideas circulate from societies to governments, as well
as from country to country” (Haas 1992: 27) seems to correspond well to the ordoliberal example.
Taking advantage of the already existing research on the question of neoliberalism (and, to some
respect, ordoliberalism) as an epistemic community (Plehwe 2009, 2010; Schmidt 2018), I return to its
definition by Haas as “a network of professionals with recognized expertise and competence in a
particular domain and authoritative claim to policy-relevant knowledge within that domain or issue
area” (Haas 1992: 3)", who also “share principles normative and causal beliefs”. There will be enough
evidence provided to show how ordoliberalism fits this definition especially in relation to economic
issues like inflation, sound money, and private property.

A variety of analytical frameworks have been utilized to put such an approach into context but,
following Schmidt (2018), the overall approach of discursive institutionalism proves especially helpful.

Defined as a proposition to “theorize about the substantive content of ideas and the interactive processes

18 In existing literature the difference between an epistemic community and an advocacy coalition reflects certain criticisms
of Haas’s epistemic community definition as too “rigid” to be applied successfully to any one community of experts (see
Wright 1997: 41; Radaelli 1997: 169). Nonetheless, as Verdun (1999: 315) argues, the concept of an advocacy coalition is
more relevant when there are “clear rival advocacy coalitions”, losing its clarity in their absence.

19 It was, after all, Franz Bohm himself who defined the Freiburg School and the ordoliberal project as a “research and teaching
community between lawyers and economists” Béhm, 1957.
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of discourse in an institutional context” (Schmidt 2018: 69), discursive institutionalism contains as
much investigations into ‘ideational turns’ in comparative politics (Blyth 1997; also Hall 1989), as well
as questions of ‘agenda-setting’ (Baumgartner & Jones 1993). Within the same scope, the significance
of worldviews, of Foucault’s discursive approach as delivering “the conceptual understanding of policy
problems” (Scherrer & Young 2010), of frames, narratives and the use of collective memories (or
mythologies) is highlighted, allowing one to examine different aspects and moments of the ordoliberal
trajectory and its transformation from an intellectual project into a policy-advice vehicle and,
eventually, its transformation — as this research will attempt to show — into an overall framework “so
all pervasive that [it] largely recede[s] into the background” (Schmidt 2018: 69).

What this research wants to focus on is the interactive relation between the ‘ideational” aspect
of ordoliberal thought and the concrete level of material transformations and subsequent policy-related
propositions. In this context, a process tracing framework will allow a closer examination of the
historical trajectory of the ordoliberal project, identifying the different positions it occupies within this
historical arch: from attempts to establish ordoliberalism as an epistemic community during the interwar
and its rather limited “efforts to develop, shape, prioritise, and possibly generalize preferences and
perspectives” (Plehwe 2010: 306), all the way to the early postwar period and the ordoliberal direct
engagement as a policy- and framework-building coalition within the social market economy of West
Germany. Similarly, attention will be paid to its direct entanglement in the context of the European
Union, concluding with the process of its transformation into a wider framework of shared beliefs in
the process of European monetary integration. Especially in the latter part of the research, the dynamic
between the epistemic aspect of the ordoliberal framework and the concrete but “hidden consequences”
of its actual implementation will be highlighted. In short, this research will begin with highlighting the
foundations of ordoliberalism during the interwar period, the process of its establishment as an overall
consensus in relation to the market economy with an emphasis on the institutional and regulatory
outlines for such a predicament in Western Germany, the nature of the obstacles that it met in the
process and, finally, the ways in which overcoming these barriers and engaging in policy
experimentation led into the supra-national level of European integration (chapters 4 & 5).

In each of these periods, the theoretical and ideological justification of the ordoliberal
framework took different forms, often reflecting (without however being reducible to) the exact
positions held by ordoliberal proponents within the arena of policy making — positions ranging from
professional authority, policy advice, institutional roles and the existence of a cognitive infrastructure
that allows the dissemination of their positions into policy making apparatuses (Hirschman & Berman

2014).%° From this perspective, the ability of ordoliberals to influence policymaking and framework-

20 As Hirschman & Berman explain, ‘professional authority’ refers to the growing significance of academics within
policymaking; ‘institutional position’ refers to their presence in policy-making organizations such as central banks or elite
networks; and ‘cognitive infrastructures’ refer to “styles of reasoning prevalent among policymaking elites, as well as the
establishment of economic policy devices that produce knowledge and help make decisions”.
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building will be evaluated against the background of their proximity to policymaking, the use of their
professional expertise within academic institutions, their participation in advisory networks and boards,
affinity to central banking circles and international organisations, committees and think tanks. Given
that the ability of an epistemic community to influence policy depends on its resources and institutional
access, the diverging results of ordoliberal leverage during the years show a direct relation to the
positions held in each period. Crucially however, the ability of ordoliberal thought to become a
“common conceptual framework™ despite the absence of a specific institutional position or academic
authority will also be given space. Rather than occupying the position of another interest group, the
persistence of the ordoliberal framework will be situated within the more complex ecology of the
progressive dissemination and absorption of fundamental values and understandings generated from a
specific class perspective and disseminated through the path dependent construction of institutional
obstruction of potential alternatives.

This is a crucial point marking a certain “departure” from the close study of epistemic
communities, but only so in the sense of tracing a residual effect of previous ordoliberal engagements.
It is part of the thesis put forward in this dissertation that a great part of political economy issues of the
contemporary predicament saw their historical emergence in the interwar period: most notably, the shift
towards a fiat money economy and the role of central banks, the process of democratisation and its
perceived effects on state spending/inflation, the correlation between cross-national trade and exchange
rate questions. Ordoliberals, as much as others, attempted to approach and respond to these issues in
varied ways, firstly by defining the problems to which they had solutions, and secondly by proposing a
regulatory legal/constitutional framework as the most suitable way for embedding impromptu responses
into a path dependent trajectory. At these levels (defining the issues and providing the solutions to
them), ordoliberal positions have been successful as both direct and background influence, as forms of
concealing normative or politicised suggestions through their framing within the ‘depoliticization’ myth
of purely ‘scientific’ or technical advice. In specific periods, in fact, the gradual ability to determine the
framework of the discussion, of the specific actors who can (and should) legitimately intervene, of the
range of policy options and the assigning of discretionary capacity disguised as technical expertise to
very specific institutional actors (such as central banks), appear to be more powerful in promoting the
ordoliberal framework than the apparently marginalized position specific ordoliberal thinkers occupy
within intellectual think tanks and academic projects.

Clarifying this context, we can observe that even though ordoliberal positions during the
Weimar years were advanced as necessary to avoid the traps of mass democracy, of (hyper)inflationary
events and of the instability of a ‘weak state’ in the context of a widespread disillusionment with
liberalism, ordoliberals nonetheless had a relatively limited impact on the policy-making process or the
establishment of an accepted framework. It was not until the postwar period that this would change,
with ordoliberalism successfully situating itself within the policy making field as a counter-force against

different forms of state planning (whether in its Nazi precedent or in its Soviet, Keynesian or generally
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‘collectivist” expressions), as a widely accepted framework for sound and stable money (making use of
one-sided articulations of the collective memory of hyper-inflation) and as the proper policy
environment for advancing the interests of the postwar subject of the “sovereign consumer” (Olsen
2019). In this specific period, ordoliberals proved increasingly capable of promoting a set of “shared
conceptions about the appropriate role of government, a number of common political ideals, and
collective memories of past policy experiences™' (Hall 1989: 383; see also Lehmbruch 2001: 43) both
internally and in collaboration with the (US) Allied authorities.

Receding into the background and morphing with monetarist positions during and after the
1970s, ordoliberal positions increasingly take the shape of a so-called ‘constitutional political
economy’, deeply entangled with the work of James Buchanan on constitutional political economics
and public choice theory. As we shall see, that pivot also marks a (concealed) return to the framework
of authoritarian liberalism, long before the electoral victories of Thatcher and Reagan. Yet, instead of
a divergence from its overall framework, we can observe this a reconfiguration as firmly based on the
pre-existing ordoliberal insistence on a legal regulatory framework for navigating the market economy.
This conceptualisation was already visible in the crucial ordoliberal term of the ‘economic constitution’,
the functionality of which presupposes the existence of a state capable of neutralising antagonism and
organised interests, i.e. the ordoliberal strong state. With the inauguration of the EMU (and, later on,
its crisis) ordoliberalism makes a forceful “come-back”. Debates around the significant degree of
assimilation of its framework and the institutional embedding of some of its key coordinates within the
European economic and political elites flourish. In this context, by emphasising the necessity of
strengthening a “rules vs. discretion” framework and the prioritisation of “technical” and
“depoliticized” forms of policy making, ordoliberal actors will continue to structure their interventions
around the normative defence of a globalized economy by pointing at the unavoidable requirements
that follow from its existence i.e., the exposure to global competitive pressures as the scaffolding that
ought to determine domestic policy and considerations of ‘moral hazard’ as the skeleton that ought to
guide international coordination. Crucially, the re-emergence of the transnational aspects of
ordoliberalism will demonstrate the unsuitability of designating ordoliberalism as a “German idea” even
more clearly, especially as we closely examine the process of European integration and the conflict
(and commonly shared beliefs) of key actors behind it. This will also allow a critical appraisal that
conceives of the EMU as a vehicle meant to service German interests, positing instead a wider and
mutually agreed process of a supra-national institution and its accompanying regulatory framework

meant to facilitate, advance and maintain the market economy as a whole.

2! The evocation of the Nazi experience and, in parallel, the Soviet example as indicative of the undesirability of any state
planning are such cases, bordering between “common political ideals” and “collective memories of past policy experiences”.
Alongside, however, we also find the persistent use of the hyper-inflation episode of 1923 (often misleadingly portrayed as
characteristic of the whole Weimar era or uniquely responsible for Nazism) and the fading from view of the authoritarian
deflationary policies of Chancellor Briining.
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As Plehwe (2010: 311) notes, it is often the case that in studying epistemic communities, “the
origins of their underlying values and principles beliefs remain obscure”. It is the avoidance of such a
perspective that guides the choice to begin this research by tracing the ordoliberal framework well
within the historical context of its appearance, focusing on the specific events and circumstances of the
interwar period that map the background of the specificity of ordoliberal positions. The “political and
social construction of fundamental values” (ibid.) and their persistence over time will therefore be of
central importance, while also setting them against historical contingency, developing conflicts and
transformations responding to changing circumstances. Though applying it to the ordoliberal project,
we can state with Plehwe that “while there is no such thing as a timeless and essential neoliberal truth
shared by each and every member of the neoliberal discourse community, the range of interpretations
emanating from this community is not openly pluralist either” (Plehwe 2010: 322).

Like similar epistemic/discursive communities that put forward their own suggestions (such as
in the case with the Austrian or Chicago schools), early ordoliberalism does broadly conform to Haas’s
definition of epistemic community. But when examining ordoliberalism from the prism of process
tracing and within a historical trajectory, this characterisation acquires more nuance: if in the early years
of Weimar ordoliberals attempted to constitute themselves as an epistemic community consisting of
“professionals from a variety of disciplines and backgrounds” (ibid.) within Germany (chapter 2), their
direct engagement in the Walter Lippman Colloquium and the postwar Mont Pélerin gathering reflects
their pursuit of becoming a transnational epistemic community by strengthening the already prevalent
focus on cross-border associations and collaborations. Similarly, their direct engagement with postwar
West German governance and policy making transforms them more openly into an advocacy coalition
(chapter 3), a role that retains some validity in, at least, specific aspects of the process of European
integration (chapters 4 & 5). Moving on to more contemporary events, and specifically in the context
of the constitutional conflict at the epicentre of European integration, the German Federal Constitutional
Court and the European Central Bank and the European Court of Justice, key contemporary ordoliberal
figures (like Lars P. Feld) will provide advice that would “offset or outweigh the pressures [...] to offer
alternative advice which is more consistent with the pre-existing political interests or preferences of
high-level policymakers” (Haas 1992: 20).

Finally, as Plehwe (2010) has argued, the difference between an epistemic community and an
advocacy network is worth keeping in mind. Ordoliberals shift from a group “of scientists and experts
primarily mobilizing their scientific knowledge” (Plehwe 2010: 309) — during the Weimar Republic
and the Nazi period — to a postwar morphing into an advocacy network now comprising “a broader
range of social strata” that include fellow-minded journalists with crucial access to mainstream media
and/or PR campaigns as pressure groups towards policymakers and the public. In its transnational
epistemic community character (expressed as much in the Walter Lippmann Colloquium or the Mont
Pélerin Society after the war), ordoliberalism initially appears as a much weaker advocacy network

(Plehwe 2010: 309) than in its engagement with policy proposals and implementation during the ‘social
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market economy.” This scope of influence however changes gears during direct engagement with
European integration (chapter 4), while by the time we reach the era of the European Monetary Union
and its economic crisis, one could well put forward the argument that ordoliberalism has been
transformed into a transnational discourse community who “influence knowledge transfer far beyond
the agenda-setting stage” (Plehwe 2010: 310), being a reference point for wider theoretical and
ideological justifications of philosophical and moral sensitivity.?

There is, as many have noted, a seeming and periodic waning of influence and public attention
to ordoliberalism, usually temporalized in the late 1960s (with the so-called gradual weakening of the
social market economy) and the 1970s (where ordoliberalism appears to have been absorbed, even
momentarily, into the ascending monetarist ideology). One can, however, offer a different
interpretation. Following Schmidt’s (2011) succinct remarks on the topic, the suggested waning of
influence or direct public attention of ordoliberalism in this period can be re-interpreted as a moment
of increased significance, by shifting focus on the veritable institutionalisation of the ordoliberal
framework into both policy-making apparatuses and public opinion. Within this context, ordoliberal
ideas can be approached as “hidden in plain view”, forming as they do the overall context within which
policy is decided and debated. Even if the epistemic/discursive community recedes in the background
and there is no directly visible advocacy network busy with producing and disseminating ordoliberal
ideas in the academic, policy and public sphere, ordoliberalism can been seen as becoming a “common
conceptual framework” (Eichengreen 1992: 263) shared by social elites and proponents of the market
system.24

Today, in fact, ordoliberalism can be described as a “substantial body of consensual theoretical
and empirical knowledge” (Kapstein 1992) shared by key actors without however the need for the
constant presence of a community of advocates in key positions (whether academic, political or
advisory). Central within this “common conceptual framework™ are approaches to monetary stability
(that directly engages with questions of inflation and sound money), the importance of competitive
markets and of the price mechanism, the centrality of private property and a specific role for the state,
all wider goals meant to be reached and sustained through a dual process of (initial) expert engagement
and (later on) institutionalized path dependency and discursive predominance. If so-called ‘technical’

experts connected to economic policy decisions achieve the removal of policy areas from particularistic,

22 Nash (1976: 26) described this as follows: “The participants [of the Mont Pélerin meeting], high in the Swiss Alps, were
only too conscious that they were outnumbered and without apparent influence on policy-makers in the Western world. All
across Europe, planning and socialism seemed ascendant”. A year later, as chapter 3 will show, the situation would look very
different for ordoliberals in West Germany.

23 Indicative of this are the ordoliberal projections during the Eurozone crisis which offer a simultaneous ideological
justification of abiding to a rules-based regime on the basis of both a fechnical advocacy of austerity as a necessary
competitiveness-oriented catching up in a globalized economy and an ethical justification of austerity from the perspective of
avoiding moral hazard issues. The divergence with the interwar propagation of ordoliberal solutions as responses to the
instability of mass democracy, hyper-inflation and a weak state or, accordingly, the justification of the social market economy
in the postwar era as a preferable alternative to different forms of state planning, is quite striking.

24 Such a perspective can also be utilised to approach and explain the constant reference of key political and monetary
authorities (especially in Germany) to “ordoliberal values™ at a moment when ordoliberal structures (in the academic field, for
example) appear less prominent.
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politicised reach, the establishment of institutions is meant to ensure that via path dependency and

framework building, policy areas are consistently driven away from public control.

Structure of the thesis
This dissertation is structured in the following way: firstly, Chapter Two (“Conceptualising the
Economic Constitution”) takes a closer look at the emergence of the ordoliberal project in the inter-war
period in the European continent. Triggered into existence through a critical evaluation of the Weimar
Republic, the 1929 Crash and the emergence of Nazism, this chapter aims to situate the social, political
and economic environment which made ordoliberalism a necessary development for a group of
(international) liberals who tried, in the context of the radical undermining of the previous liberal order,
to both re-animate what was salvageable from the liberal tradition while also contextualizing it in
response to the combined inter-war pressures such as class antagonism, universal suffrage and visions
of protectionism and central planning. Influenced by the earlier socialist calculation debate, in which
older liberals like Ludwig von Mises battled out their defence of the market economy and private
property, but moving beyond them in the context of a world-wide crisis, we find inter-war ordoliberals
struggling to conceptualize a new role for the state that goes beyond both the emerging attractiveness
of state planning and the laissez-faire paradigm to which planning was responding. The chapter will
examine the trajectory of the birth of the ordoliberal framework in the context of the Weimar Republic
(by investigating ordoliberal perceptions of the period as well as the attempt to directly influence
economic and social policy), the global crisis of 1929 and the Nazi regime. Having set out the historical
parameters within which ordoliberal positions developed, it will then expose the core characteristics of
this specific, and new at the time, form of liberalism and their development into a specific framework
(rather than an ideology). This layout will be particularly important for evaluating the transformations
and continuity of the ordoliberal tradition in the following decades with which this research analyses.
Chapter Three (“Building the Economic Constitution™) looks at the post-war developments
and attempts to come to terms with the first visible attempt to design and implement an ordoliberal-
based economic constitution. For reasons that will be explained, this attempt was only possible (and
somewhat successful) in West Germany, so the focus of the chapter will be on the constitutive elements
of that construction (the 1948 currency reform, the price liberalization and the significance of the Allied
central actors within occupied West Germany), while also looking at the institutional forms that allowed
this (such as the Bank Deutscher Linder and the Bundesbank). This will then lead to a description of
the the process behind the conceptualization and implementation of the Soziale Marktwirtschaft (Social
Market Economy). Starting from an evaluation of the term itself and its role in the intellectual history
of ordoliberalism, the chapter will continue by examining specific area policies in which attempts to
implement ordoliberal-designed frameworks was attempted (most prominently, the anti-Cartel law in

Western Germany), and others where such an approach was less successful (such as the Pension Reform

34



of 1957). This chapter will also engage with a discussion of the concept of the social, both in terms of
the Social Market Economy and in the wider ordoliberal framework. In its conclusion, this chapter will
evaluate the question of a transformation or continuity between the early, interwar period and its
maturity into the postwar world.

Chapter Four (“Upscaling the Economic Constitution”) will examine the significance of
ordoliberalism within a more international context. Starting from the consideration of the global
monetary regime of Bretton Woods and the various ordoliberals views on that system, the focus will
then turn towards the design and creation of the European Union with the 1957 Rome Treaty, re-
examining in parallel the so-called end of the social market economy in the 1970s. As I will show, the
EU represents a conceptual and practical attempt embraced by specific ordoliberals who tried to
envision the expansion of the economic constitution through supra-national institutions. And though its
inauguration was responsible for creating a veritable split within the ordoliberal camp (examined in
detail in the chapter), the actual creation of the EU and the process of its development can indeed be
said to correspond to the post-war re-instatement of key elements of the ordoliberal project, moving
closer to a vision of an international rules-based order that avoids the mishaps and compromises that
spring up within the context of a national polity, its class composition and the various institutional forms
that can, through the expansion of the democratic form of governance, exert direct influence on
economic policy making. Taking a closer look at the policy-makers and technocrats behind the design
and creation of the EU’s competition law, the significance of ordoliberal thinking will be highlighted.
In conclusion, the chapter will attempt to evaluate the understanding of the EU as an embodiment of
the ordoliberal economic constitution.

Finally, Chapter Five (“Embedding the Economic Constitution”) will examine the process of
European integration as it culminates in the creation of the European Monetary Union, again through
the lens of ordoliberal influence and significance. Taking the collapse of the Bretton Woods regime as
its starting point, this chapter will then proceed by assessing the claims that identify this period as
signalling the waning of influence of the ordoliberal framework, its receding into the background and
eventual morphing into the rising wave of monetarism. My research will challenge this approach, not
so much by denying the specific fading into the background of ordoliberalism per se, but through
showing that monetarism and ordoliberalism belong to very similar traditions of thought. At another
level, the discussion of the specific period will allow for a return to the question of authoritarian
liberalism. As I will demonstrate, the notion that the postwar era signalled an abandonment of the
authoritarian elements present in ordoliberalism, giving space to a pro-democratic constitutional order,
is rather misleading. The merging of ordoliberalism with Buchanan’s constitutional political economy
and the move towards public choice theory will be contextualized in the specific events of the 1970s
and will be shown to represent expressions of a forceful return of authoritarian liberalism, especially in
the context of Latin America. Having examined these changes, the chapter will proceed by taking a

closer look at the foundations of the EMU project, from the Werner Report of 1970 all the way to the
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voting of the Maastricht Treaty in 1992. In this context, the chapter will delve into the renewed conflicts
within the ordoliberal camp in relation to the EMU, linking these with the earlier debates that took place
during the inauguration of the EEC. Finally, the chapter will evaluate the assertion that sees the EMU
as the more complete representation of the ordoliberal economic constitution. In closing, the dissertation
will focus on two separate constitutional challenges that took place within the EMU in an attempt to
reach some conclusion about the actually fragile constitutionality of the project. Examining these
through the prism of ordoliberal influence, the chapter will close with an evaluation of the claim around

the ordoliberalization of Europe.
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CHAPTER 2: CONCEPTUALIZING THE ECONOMIC
CONSTITUTION

Ordoliberalism in the interwar era

Summary

This chapter traces the foundations of the ordoliberal project in the interwar period and, more
specifically, in the context of the Weimar Republic of Germany, the 1929 crisis and the Nazi period.
The structure of the chapter follows an exposition of these key historical conjunctures, an examination
of their main features and characteristics and the ways in which ordoliberals experienced, understood

and reacted to these events thus laying the basis for the development of the ordoliberal framework.

A doomed Republic

The Weimar Republic can be described as an enormous social, political and economic experiment that
took place between the end of the First World War and the rise of Nazism. This was a period in which
economic, political, social and gender relations were revolutionised in ways unforeseen before the end
of the war: the global monetary order of the past era, the gold standard, was abandoned and gradually
replaced by fiat money; mass democracy became a widespread form of political organization in most
advanced capitalist countries; and the US emerged as the global hegemonic economic power. The story
of the Weimar Republic is tightly linked with all these developments, the coordinates and consequences
of which continue to structure the world we inhabit today. At the same time, these transformations were
also responsible for the development of the overall neoliberal framework, of which ordoliberalism
represents a specific constellation.

To this day, it has become a very common historiographical approach to describe Weimar as a
“doomed republic” (Lee 1998; Taylor 2013), a regime that was “born in defeat, lived in turmoil and
died in disaster (Gay 1968: 2) or else “a gamble which stood virtually no chance of success” (Henig
1998). The suggestion is that Weimar was pre-destined to end in failure, a view that draws from the so-
called peculiar, incomplete, and/or unique German road to democracy, framed around fragile
institutions and desperate political attempts to integrate antagonistic social forces within a radically new
environment. In the crucial ten-year period between 1919 and 1929, the argument goes, inexperienced
political rulers failed to contain social conflict and tried to paper it over through massive state spending
which, in the context of a hostile and collapsing international predicament, shattered state budgets and
monetary stability. By 1930, when Chancellor Briining came to power, an authoritarian imposition of
austerity had become, so the argument goes, inevitable (Ferguson 1995). “Deflation”, Tooze adds, was

the only option “under the rules of the gold standard” (Tooze 2014: 17).
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This teleological view of Weimar, Williams (2011: x) notes, reflects a specific historical
approach that takes the Nazi regime as its starting point and works backwards to explain the failure.
What is often lost in this widespread depiction of Weimar as a “doomed” experiment is the fact that
this viewpoint has its roots in the contemporaneous conservative opposition to the Republic. Depicting
Weimar as a temporary deviation was promoted, for example, by Field Marshal and Reich President
Paul von Hindenburg himself, the official responsible alongside his Chief of Staff Erich Ludendorff,
for the “stab in the back” (Dolchstofs) legend.> Along similar lines, the conservative (and antisemitic)
historian Friedrich Meinecke spoke at the time of the Weimar Republic as an “emergency construction”
(Notbau) with little chance of long-term survival. Even within the SPD, in fact, belief in the ability of
the Weimar Republic to overcome its contradictions and conflicts waned over time.*®

This negative discourse on the Weimar Republic, initiated and kept in place primarily by its
conservative critics, has been effectively adopted way beyond such political viewpoints, casting a “long
shadow” over subsequent historical discussions, as Hans Mommsen has pointed out. In “German
historical consciousness”, Mommsen adds, “the Weimar Republic has always been associated with the
stigma of failure” (Mommsen 1989: vii). It is more than telling that the post-war success of West
Germany gave birth to the slogan “Bonn is not Weimar”.

Taking a closer look at the conservative criticism levelled against Weimar, at the time and pos?
facto, illuminates a number of issues. Not only does it highlight the systematic work done by
conservatives to undermine the Republic from within during its existence, but it also sheds light on the
exact characteristics of Weimar that were seen as most disturbing. Starting from the usual depiction of
the Republic as resting on a national betrayal and humiliation that led to German defeat in the war,?’
one can also find discernible voices of opposition to women’s emancipation (Dyson 2021: 159) that
carried the accusation of “feminizing” the nation,*® while other social transformations (such as higher
wages and social protection) were increasingly conceptualized as leading to a loss of moral identity and
compass — thereby ignoring a contrasting view that would see the Weimar period as one of social and
cultural regeneration, innovation and emancipation. Underlying such views lies a grander accusation:
that of “too much democracy”. In fact, lurking behind the transformations that took place during the
Weimar period lies the all-encompassing charge that the ‘greatest misfortune’ was that of mass

democracy (Kershaw 2015: 86). This was what made the overall decline possible, giving too much

25 Testifying in 1919 before a parliamentary commission that was investigating the causes of the 1914 war and the 1918 defeat,
Hindenburg and Ludendorff arrogantly dismissed the chairman’s questions and read a prepared statement which included the
Dolchstofllegende, immediately popularizing it.

26 By the late 1920s, an increasing amount of SPD politicians were expressing their frustration at the Republic’s gridlock, a
view that was most openly expressed by the SPD-affiliated provincial governor of East Prussia, August Winnig, who publicly
proclaimed his doubts on the Republic’s survival possibilities in 1928.

27 1t is indicative of this mythology how this inversion worked: while Hindenburg and Ludendorff knew that the German war
effort was doomed, urging Kaiser Wilhelm II to negotiate an armistice, they also called for a shift to a civilian government.
Though it was obvious that this was done in order to make the new government a scapegoat, the SPD did not hesitate to take
the lead. As Kershaw puts it, the attitude of the military was: “The parties of the left have to take on the odium of this peace.
The storm of anger will then turn against them” (Kershaw 2015: 86)

28 For a pioneering examination of the position of women in Weimar, see Canning (2009).
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power and leverage to the working class and its organizations (political parties, trade unions etc.) and
leading to a strengthening of the labour pole that threatened not only imperial, aristocratic and militarist
Germany but also the defenders of market liberalism.

Such positions were highly prevalent during Weimar. But in retrospective accounts in the
postwar context, a more nuanced approach was put forward that conformed to the postwar universal
embrace of democracy. Here, the “failure” of Weimar was seen as a consequence of a widespread
mistrust against democracy — conceptually connected to the argument of a “peculiar” German trajectory
in relation to democratic rule — prevalent in both extremes: the Nazis and the communists. In this
narrative, the openly hostile conservative view of Weimar is transformed and presented as an allegedly
pro-democratic position, undermined by extremist and popular mistrust at democratic procedures.
While consisting of an element of relative or circumstantial truth —the NSDAP’s relation to
parliamentary democracy requires no explaining but the KAPD’s necessitates more context” —
emphasizing this shared Nazi/Communist distrust on parliamentary democracy serves as a means of
mystifying and ignoring the equally crucial, influential and decisive rejection of democratic rule by
conservative elites, industrial and financial interests, all of which were particularly active (after 1929)
in calling out for an end of the “democratic experiment”. It also masks the extent to which these same
forces overwhelmingly rallied behind the Nazi regime as the preferred solution to the Gordian knot of
the Weimar Republic.

This seemingly contradictory approach — claiming, that is, that the Weimar Republic was at the
same time characterized by “too much democracy” and by forces that opposed it — is united through its
conservative background. And especially in the postwar environment, it served a very particular role in
allowing Weimar’s conservative critics to maintain that the anti-democratic forces of the KAPD and
the too-democratic forces of the SPD, are in fact more responsible for the decline of the Republic and
the rise of Hitler than Weimar’s conservative critics. Drawn to its logical conclusion, this reversal
achieves an incredible feat: it places a bigger share of responsibility for Nazism on its victims than on
those who were in fact tolerant (if not outright supportive) of Hitler as an unavoidable resolution of
Weimar’s dysfunctions and who, more often than not, retained comfortable positions within the Nazi
regime, even when they did not directly collaborate with it. From this perspective, “the democratisation
of society in the Weimar Republic was the cause of Nazism and the reconstruction of liberal democracy
had to be a democracy of the political; in other words, a democracy without demos, understood as the

mob.” (Bonefeld 2002: 126)

Ordoliberalism is a liberal project that was also born in the interwar period. Its overall framework was
forged in response to the same stimuli, representing a dual attempt to salvage its historical origins

(classical liberalism) while also adapting them to the contemporary predicament. More specifically, the

29 See Rosenhaft 1983
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collapse of the old liberal order, associated with laissez-faire economics and the monetary constitution
of the gold standard, forced proponents of ordoliberalism to reconceptualize the ways in which the
successes of the past could be emulated in such a radically new environment. This new predicament
was as much influenced by a forceful reconfiguration of the role of the state in relation to the economic
order, as it was with the advent of mass democracy as a specific form of state rule. Along a similar
trajectory, the development of (and conflictual relationship between) private capital and working-class
organizations created the need to construct a theoretical framework that, according to ordoliberalism,
kept both particular interests “disempowered”.’® The result was the elaboration of the need for an
“economic constitution” immersed in the conceptualization of an “interdependence of orders”. It is a
central claim of this research that the development of this framework within the interwar period has left
its traces in the further historical development of ordoliberalism. To properly contextualize it, however,

necessitates a closer look at what exactly the Weimar Republic was.

Weimar’s political economy

For the first time in German history, two crucial but hitherto institutionally marginalized social forces
(Catholicism and social democracy) took control of a “state organized on a democratic and
parliamentary basis” (Lehmbruch 2001: 71). “The dramatic removal of the pre-war order after the
revolution of November 19187, as Wegner reminds, “paved the way for representative democracy in
Germany, but also left the future of the economic order uncertain.” (Wegner 2020: 46).

The Weimar Republic was officially announced a few days before the armistice between
Germany and its Allied enemies was signed, with the German Social Democrats (SPD) and the Catholic
Centre Party (DZP) forming its first coalition government. These two parties, brought to power through
a common peace platform®', tried to manage a multiplicity of socially explosive circumstances that

emerged after Germany’s defeat.’”? Of those, perhaps the most pressing concerned the increased

30 The concept of ‘disempowering’ particular interests is a central feature of ordoliberal thinking but it also reflects an inherent
contradiction. To start with, and following a Hegelian logic, the notion of particularity presupposes a universality to which it
is included. In the case of ordoliberalism, this universality can be expressed in the conceptualisation of a market order governed
through a state-led regulatory framework. The state, in its role of creating the necessary conditions for a market economy,
“instead of entering into the immanent content of the thing” (i.e. the economy), is normatively meant to “forever [survey] the
whole and [stand] above the particular existence of which it is speaking [...]” (Hegel 1807: 32). In the ordoliberal theoretical
framework, private capital (in the form of monopolies/cartels) and the working class (through its trade unions) are seen as the
particular, contingent and arbitrary aspects of a given content (the market economy), with the empowerment of each being
responsible for different but equally disruptive distortions. It is in fact the very capacity to distort universality, i.e., the proper
functioning of the market order via the regulatory framework of the state, that gives rise to the need to disempower
particularity. This conceptualisation, however, already undermines the theoretical presupposition of an equidistant universal
perspective towards particulars; while one of the two particulars (private capital) is a presupposition for the existence of the
market order (and in fact is meant to be defended by all means), the other particular which ordoliberal theory pretends is
equivalent, that of the working class, has the potential to abolish the market economy and its state.

31 “Only the Liberals, Centre Party and SPD appeared to be capable of formulating a coherent foreign policy and backing it
with the necessary popular support.” (Tooze 2014: 219)

32 As Leaman (1988) argues, the Weimar Republic “...bore the marks of a hastily constructed form of government which owed
as much to the opportunism of anti-democratic forces as to the good will of the social-liberal alliance which made up the
republican bloc...” (Leaman 1988: 13)
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militancy of the working class™. Pushed by the arrogant but suicidal militarism of German nationalism,
the economic collapse precipitated by the war and the influential example of the Russian revolution®*,
the last days of the war found workers in open revolt all around Germany, participating in uprisings
initiated by sailors and soldiers in Kiel that quickly moved to Berlin, Hamburg and elsewhere.’ At the
same time, the Weimar Republic wrestled with the nationalist response which interpreted both the
military defeat and its eventual outcome as a humiliating betrayal that needed to be confronted with
might*®. Lurking behind these internal pressure points lay an equally confining international context,
with the key issue of war reparations further compounding the sense of uncertainty and economic
asphyxiation inside Germany.

In its development, the radical militancy of significant sectors of the working class during the
early Weimar years stood between the visions of Germany as a militarised national community
(promoted by nationalist forces) and that of a civic national community (promoted by the SPD and the
DZP). It had soon been made clear that ending the war was only the first step. The Weimar coalition
government quickly understood that working-class demands would become “increasingly radical if
peace and democracy failed to provide bread, jobs and adequate wages” (Ferguson 1995: 164), leading
SPD/DZP towards a policy focused on a simultaneous aversion of the revolutionary threat through
violence and repression (a choice most visible in the utilisation of the de-militarized Freikorps units
against radical workers)®’” while at the same time implementing a set of pro-working-class integrative
reforms. This simultaneous policy of appeasement and repression (or else, as McElligott has described
it, the simultaneous imposition of emancipation alongside social disciplining)*® would remain one of

Weimar’s most central characteristics and contradictions.

33 As Wegner puts it, “This became clear to the steel companies when their owners accepted the eight-hour working day in
view of the threat of expropriation by the workers’ councils (Stinnes—Legien agreement).” Wegner 2020: 46

34 It remains crucial to note that the radical expressions of the German workers’ movement had substantially different positions
from the Leninist/Bolshevik model. Key representative of this anti-Bolshevik approach was the KAPD which was closer to
the positions of the historical tendency of council communism, rejecting the notion of a vanguard revolutionary party. For
more, see Luxemburg (1906) The Mass Strike; (1918) The Russian Revolution. As Kershaw has argued, “[...] research has
made absolutely plain that the forces wanting a Bolshevik-style solution were insignificant even within the ‘councils’
movement’” (Kershaw 1990: 4). For more on the KAPD see Camatte (1971) and Luban 2012.

35 The name of the Republic itself was a reflection of this social instability: the declaration was made in Weimar precisely
because Berlin was considered too unstable and “Red” to ensure the needed safety and stability of a new government.

36 As mentioned, Field Marshall Hindenburg popularized the ideologically charged but inaccurate notion that the German
Army had been “stabbed in the back” by socialists and pacifists. As Tooze points out, “between 9 and 11 November 1918, it
was the Germans who negotiated at Compiegne as though they represented a government and an army capable of continuing
the struggle, when in fact both were in a state of dissolution. The Germans would protest their betrayal, but in light of what
happened across Germany in the first two weeks of November [...] this was merely further evidence of their bad faith.” (Tooze
2014: 229)

37 The SPD’s allegiance in this polarisation is historically unambiguous. The role of the Freikorps in crushing the 1919 uprising
and assassinating Rosa Luxemburg and Karl Liebknecht are well documented. But perhaps the proto-fascist Kapp Putsch of
March 1920 offers a more striking example of the relationship. While the leaders of the attempted putsch suffered no
consequences for their open disregard towards the democratic government, receiving a full amnesty in August 1920, the
workers who went on strike to defeat the coup were met with brutal repression, with hundreds of them executed, often by
soldiers who had actively participated in the coup itself. This response was, to a considerable extent, responsible for the
communist mistrust towards social democracy and the birth of the characterization of the SPD as ‘social-fascists’. See also
Rosenhaft 1983.

38 McElligott (2009) Short Oxford History of Germany: Weimar Germany, Introduction.
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Consistent and continuous with the SPD’s patriotic support of the war,** and the official
abandonment of its commitment to the class struggle through the call for Burgfiieden (‘social truce’)
(Feuchtwanger 1993: 3), the SPD understood the mobilisation of workers within the context of total
war and reconstruction as a means of both political recognition and working-class integration.
Interpreting this national mobilisation as bringing the labour movement “out of the ghetto” of pre-1914
Bismarkian Germany, SPD strategy focused on the process of integration of the working class “into the
machinery of government” (Feuchtwanger 1993: ibid) and on the desire to see the state mechanism
reflect the demands for economic democracy (and not revolution) of the workers’ movement. If that
attempt was interrupted in 1916, through the passing of total control to the annexationist militaristic
leadership, the end of the war was seen as an opportunity to revive the same project under a banner of
peace. In this context and within that vision, a workers’ insurgency fuelled by the revolutionary slogans
and program of the USPD and the Spartacists made it imperative for the Weimar government to lure
workers away from radical paths by implementing a wide range of reforms such as job creation and
support schemes, payments for returning and handicapped soldiers, unemployment benefits, increased
wages for public employees and food subsidies. In short, “something like counter-cyclical policy'
(Konjunkturpolitik) or ‘welfare economics’.” ** (Witt, quoted in Ferguson 1995: 271).

If, however, one side of the equation concerned the necessity of pro-worker infegrative reforms,
the other side of maintaining social peace was forged through a pro-private capital policy, producing a
collaboration with industrial and administrative elites. At one level, this expressed itself through the
governments’ reluctance to increase taxation. As James notes, “[w]eak coalition governments found
raising taxes noticeably politically unappealing; and there was increasingly militant opposition from
business interests to the idea of paying taxes.” (James 1999: 18; 2009: 110). Alongside, Weimar
economic policy consisted of an “integrated, economic, social and financial policy with the explicit

4! and a monetary policy attempting to

goal of securing [. . .] democracy through subsidies to industry
facilitate domestic private capital’s management of issues such as debt, credit, investment and exports.

Such an approach represented both a continuation and a reconfiguration of the historical role
of the state, as it ““[...] required the state to play an active role in the distribution of wealth, on the one

hand, [by] protecting wage demands and standards of living through social programmes in welfare and

39 Despite initiating anti-war demonstrations before its outbreak, a strong majority of parliamentary representatives of the SPD,
then the largest party in Germany, voted in approval of war credits and loans. Eventually, the number of SPD representatives
opposing the war effort would grow, culminating in the split of the party in 1917, with the anti-war constituency adopting the
name USPD (Unabhdngige Sozialdemokratische Partei Deutschlands), a formation which the Spartacus group of Liebknecht
and Luxembourg initially joined, before abandoning it in 1920 to create the KPD and, quickly after, the KAPD.

40 The devastating conditions of the period were an obvious material reason for welfare and public spending expansion. The
social-democratic ideology of the SPD another. But a third reason, related to the Zentrum party also deserves attention. As
Manow has explained, “The pro-welfare stance originated in the Catholic social doctrine, but also from three more pressing
political considerations: the wish to support many Catholic charitable organizations, hospitals, kindergartens, asylums, and of
course the Christian unions. Secondly, the need to keep Catholic workers as members and voters of the Centre party; and
thirdly, the ministry‘s simple desire to protect and possibly to expand its domain of administrative responsibility.” (Manow
1999: 3)

41 Witt, 'Staatliche Wirtschaftspolitik in Deutschland 1918-1923: Entwicklung und Zerstérung einer modernen
wirtschaftspolitischen Strategic', in Feldman et al. (eds.), Zwischenbilanz, pp. 151-79.
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housing, and, on the other hand, helping industrialists and business to maintain their profits. (McElligott
2009: 20)*2. For this reason, McElligott continues, “the fate of the Weimar Republic depended upon the
ability of its politicians to successfully maintain a consensus between the traditionally hostile camps of
capital and labour” (McElligott 2009: 20).

The political economy that framed these pressing and somewhat contradictory goals was, to a
certain extent, a continuation of the policies that had begun before and during the war.* Ideologically
convinced that the war would be swift and victorious,** the Reich had opted for using the printing
presses and issuing war bonds as the veritable means of financing the war rejecting, “like other
governments in continental Europe, the possibility of financing military costs through increased
taxation” (James 1999: 18).* To achieve that, .. .the gold convertibility obligations of the Reichsbank
Act were suspended, as were the limits on the discounting of treasury bills [...] The result of the
monetary expansion was that, by the end of 1918, there was five times as much cash in circulation as
there had been at the end of 1913.” (James 1999: 17).

This monetary growth that coincided with a collapse of government income and a shift of
production targets towards the war economy proved highly inflationary. But this was not, as is
occasionally claimed, the reflection of either incompetence or miscalculation. What emerges from
historical accounts is that the SPD/Zentrum coalition believed that in following such a strategy, a
compounded effect would result: not only would the revolutionary wave be avoided through full
employment and wage increases, but the actual wage cost increase would be effectively neutralized as
it lagged (however slightly) behind inflation. Moreover, inflationary pressures greatly reduced business
costs and lowered Mark-denominated domestic debt, while diminishing interest payments and any
potential tax burdens that could arise in the future. By the same token, investments were boosted through
cheap credits, forcing a run into “real values” as opposed to savings, while the (targeted) increase of
the money supply could be utilized to subsidize the asset losses that firms and industries were
calculating as consequential of the reparations’ payments and the freezing of foreign assets.

The inflationary preference was further contextualized within the crucial issue of war

reparations (and Germany’s foreign debt), the magnitude of which was (initially) formalized with the

42 This form of governance during Weimar could also be seen as an early experiment into what would later become known as
corporatism or social partnership, a “model that was to stabilize Europe in the decades after 1945 [...] but which failed to
deliver” (McElligott 2009: 20-21)

43 The first Weimar governments’ decision to keep Rudolf Havenstein as President of the Reichsbank was another clear
indication of this continuity. Havenstein was a supporter of the ‘banking school’ (which stood in opposition to the ‘currency
school’) and understood his role as one of safeguarding Germany’s gold reserves (vital for the state’s military requirements)
by withdrawing gold from circulation through issuing new notes and controlling the expansion of commercial banks (which
he saw as geared towards speculation) in order to prevent a potential banking collapse. For more on Havenstein see James
1999, pp 15-23.

44 Karl Helfferich, chairman of the Deutsche Bank and secretary of the Treasury in 1915-17, famously told the Reichstag that
“it would be Germany’s opponents that would have to pay for the suffering and costs entailed during the fighting” (Mee 2019:
41).

4 “For the first two years of the war, the government successfully issued war bonds, whose purchase by the public was widely
treated as a vote of confidence in the government and its military policy [...] After 1916, however, the government could not
place all bonds with the public. At this stage, the public debt had to be financed increasingly by the banking system, and this
meant in practice through the Reichsbank’s discounts.” (James 1999: 18)
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Versailles Treaty of 1919. Here again, a clear reluctance to push for any tax increases prevailed.*® In
light of the simultaneous policy choice of subsidising labour and capital, the inflationary path was
exacerbated, leading to the consequent depreciation of the currency.

Whether an alternative economic policy was available to the Weimar Republic at the time,
given the decision/pressure to satisfy all sides of the social equation, remains a contested issue (see, for
example: Ferguson 1995; James 1990; Geary 1990; Feldman 1977). What is quite evident however is
that this seemingly counter-intuitive policy of allowing for currency depreciation also represented a
deliberate strategy for indirectly undermining the economic terms of the Versailles Treaty that Germany
had formally acquiesced to. Concurrently with an attempt to exploit the “force-field of imperial
rivalries” (Tooze 2014: 141), that strategy was based on the persistent hope that the depreciating the
currency would eventually demonstrate the impossibility of repaying forcing a revision of the Versailles
terms.*’

The official narrative was that depreciating the currency would boost foreign exports by
rendering them more competitive, a development that would allow Germany to increase its foreign
currency reserves and (supposedly) conform to the reparations’ payments. This was, in fact, an approach
shared and promoted by the Allied forces themselves, who considered a trade surplus as a valuable
instrument through which Germany could repay its debts. From the German perspective, however, the
underlying belief was that the very success of such a policy would essentially impair the process of
repayments, a strategy that came to be known as the “fulfilment strategy”. As Carl Melchior, Hamburg
banker and representative of the German government in Versailles, put it: “By the end of that time
foreign nations will have realised that these large payments can only be made by huge German exports
and these exports will ruin the trade in England and America so that creditors themselves will come to
us to request modification."*®

Conventional wisdom held that the production of a trade surplus necessitated a synchronous
suppression of domestic demand and the raising of taxes. Nonetheless, recognizing the danger of how
deflationary austerity could threaten the fragile victory over workers’ radicalism, while also seeing how
taxes were fiercely opposed by “bourgeois parties in the Reichstag, the Reichsbank and economic
interest groups, and [...] 'sabotaged' by business tax evasion” (Ferguson 1995: 271), the Weimar
Republic opted to simply allow the currency to depreciate without any significant cuts in spending.

Providing subsidies, refusing to contemplate tax increases and the inability to improve existing

tax collection were, however, not the only contradictions. Not only was the necessary level of exports’

46 “For the period from 1914 to October 1923 the total results are as follows: taxes, 21.2 milliards; loans, 52.6 milliards;
Treasury bills, 59.1 milliards. These statistics clearly display the financial policy followed by the German Government for ten
years, which resulted in scarcely 15 per cent of the expenses being covered by means of taxes!” (Bresciani-Turroni 1931: 57)
47 As Schacht describes in one of his autobiographies, “I still considered the payment of reparations absolutely impracticable
from an economic point of view, even under the Young Plan, and I expressed this conviction clearly when the Conference met
in full session for the signing of the Agreement. If, nevertheless, I did sign, it was because I was convinced that this economic
impracticability would very quickly become apparent and compel the reopening of negotiations.” Schacht 1956: 226

48 Quoted by Lord D’ Abernon, 4n Ambassador of Peace, Vol. 1, Hodder & Stoughton (1929), p. 194
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increase to meet repayment targets impossibly high — Keynes own calculations claimed that a minimum
of 40 per cent increase in the value of exports was necessary to meet requirements (Keynes 1929: 5),
but it was in fact self-defeating: the drastic reduction of imports (another consequence of depreciation,
meant to contribute to the creation of a trade surplus) simultaneously undermined the export industry
for the simple reason that “radically curtailing imports was inconsistent with the maintenance of exports
given the economy’s reliance on inputs from abroad such as copper, cotton, and wool, a dependence
that had been heightened by wartime losses of territory and stockpiles.” (Eichengreen 1996: 133).

At the end of the day, the so-called ‘fulfilment strategy’ failed to materialize due to another set
of unpredictable circumstances. To begin with, the worldwide deflationary slump that followed the end
of the war, pushed down import prices (US prices fell by 40-45 per cent, whereas UK ones by 50 per
cent), something that undermined the trade surplus despite the depreciation of the Papiermark and
slightly increased exports. Secondly, speculative purchases guided by a sustained belief that the German
economy would — sooner or later — bounce back, caused an increase in foreign capital inflow which
contributed to an umexpected stabilization of the Mark, essentially neutralizing the benefits that
devaluation could have had for the export sector (Ferguson 1995: pp. 247-248).

By 1923, and despite the fact that government subsidies and price controls had thus far kept
domestic price inflation lagging behind the (depreciated) exchange value of the mark, the consequences
of the chosen strategy exploded. Triggered by the collapse of foreign capital confidence in the German
economy,”’ German capital’s attempt to locate a more stable environment for its profits, and the
tremendous costs of the Ruhr occupation by the French military — to which the German government
responded by accelerating money printing in order to subsidise both striking workers and capital losses
(James 1999: 22ff) — the German economy became hyperinflated, with the currency virtually
collapsing® and the financial and monetary authorities proving themselves incapable of understanding
or managing the downfall®'.

As Mee (2019) recounts, public and governmental opinion was calling for the dismissal of

Reichsbank President Rudolf Havenstein, seen by most as directly responsible for the hyperinflation

49 Rudolf Havenstein, the president of the Reichsbank, appears to have begged the Governor of the Bank of England, Montagu
Norman, for a 550 million Gold Marks loan from London’s capital markets, a plea that was swiftly rejected. As a result,
Havenstein returned swiftly to what Feldman has called his “fearsome pride in the ever-increasing money-producing capacities
of the Reich printing office” (Feldman 1997: 6).

30.¢[...] in October 1923 an extraordinary phenomenon in the history of the public finance appeared, the complete atrophy of
the fiscal system. In the last decade of that month the ordinary receipts covered about 0.8 per cent of the expenses; the State
now obtained money exclusively through the discount of Treasury bills [...] Here are some figures: on June 30th, 1922, the
value of the commercial bills in the portfolio of the Reichsbank amounted to 4.8 milliard marks, while its holding of Treasury
bills amounted to 186.1 milliard marks. On December 30th of the same year the total of commercial bills had risen to 422.2
milliards, representing about a third of the amount of the Treasury bills (1,184.5 milliards). On February 15th, 1923, the
amount of commercial bills (1,345 milliards) had reached almost 60 per cent of the holding of the Treasury bills (2,301).
Hence, besides the governmental inflation, there had developed a very great banking inflation. On November 15th, 1923, the
value of the commercial bills in the portfolio of the Reichsbank amounted to 39.5 trillion marks (a trillion = 1.000.000%).”
(Bresciani-Turroni 1931: 57, 76-77)

5! “In the last months of the [1923] German inflation, the central bank believed that it needed to respond to the real fall in the
value of the currency by producing more currency at faster rates. The Reichsbank boasted of the efficiency of its 30 paper
factories and 29 plate factories producing 400,000 printing plates to be employed by the 7,500 workers in the Reichsbank’s
own printing works, as well as by 132 printing firms temporarily working to satisfy the need for currency.” (James 1999: 17)
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due to his refusal to stop the printing presses. The immediate problem was, however, that the
Reichsbank was legally independent from the government and thus could not force him to resign. This
independence was granted in May 1922 with a law that would continue to leave its prints for decades
to come. Most accounts gloss over the central bank’s independence as a direct requirement of the Allies
but, though this is formally true, it leaves aside a wider framework that played an equally important
role and which will be pivotal for issues of central bank independence in the future and within the
ordoliberal framework. As Reinhardt (2000) explains, three key reasons resulted in the Reichsbank
independence: the Allied requirement was, naturally, the first but equally important was the overall
promotion of central bank independence, visible in the Brussels Conference of 1920, the Geneva
Conference of 1922 and the newly established League of Nations that had central bank independence
as a prerequisite for providing postwar financial assistance and loans.** Lastly but directly connected
with the second reason, Reinhardt adds, the collapse of the gold standard had transformed central banks
from passive to active institutions.

Within this context, Havenstein would actually make use of the Reichsbank independence to
ignore calls for his resignation, pointing at the provisions of the Autonomy Law to inform that he would
remain in charge until 1924.% Continuing to employ the printing presses, Havenstein’s policy and the
political decision to provide government subsidies during the Ruhr occupation, brought the complete
collapse of the currency.’ In the end, Havenstein’s sudden death would resolve the gridlock.

Initially appointed Currency Commissar, and then, after the death of Havenstein, president of
the Reichsbank, Schacht would reign in on hyperinflation through a currency reform, accompanied by
the creation of two new banks: the Rentenbank (October 1923) which issued the new currency, the
Rentenmark, equal in value to the Goldmark, and the Golddiskontbank (April 1924). Contrary to the
Reichsbank, a “juridical person under public law”, the Rentenbank raised its capital by creating
collateral on private industrial and real estate debentures (and not gold), thus becoming a “juridical
person under private law”. The Gold Discount Bank, however, designed by Schacht to complement the
activities of the Rentenmark was created with the purpose of raising foreign credit. Through his strong

personal connections to the Bank of England and Montagu Norman, Schacht secured loans towards the

52 The League of Nations had already imposed independent central banks in exchange for financial aid to Austria, Hungary
and Greece. In the last two cases, the process was overseen by Jacques Rueff, a figure that will be crucial in relation to the
international network of ordoliberalism. For the role of the League of Nations in Austria, see Nathan Marcus (ref). For Rueff’s
role in Hungary and Greece, see Chivvis (2010).

33 This attitude prompted chancellor Stresemann to accuse the Reichsbank of acting as a “state within a state” (Reinhardt 2000:
158-9). This phrase would remain within the German central banking universe and would be repeated by Adenauer in 1956
during the “Giirzenich Affair”, when the Bundesbank Law was being negotiated. More recently, Jens Weidmann would make
use of the phrase to explain that “[central bank] independence is not an end in itself — the central bank should not become a
“state within a state” (Weidmann 2014).

34 “On June 30th, 1922, the value of the commercial bills in the portfolio of the Reichsbank amounted to 4.8 milliard marks,
while its holding of Treasury bills amounted to 186.1 milliard marks. On December 30th of the same year the total of
commercial bills had risen to 422.2 milliards, representing about a third of the amount of the Treasury bills (1,184.5 milliards).
On February 15th, 1923, the amount of commercial bills (1,345 milliards) had reached almost 60 per cent of the holding of
the Treasury bills (2,301). Hence, besides the governmental inflation, there had developed a very great banking inflation. On
November 15th, 1923, the value of the commercial bills in the portfolio of the Reichsbank amounted to 39.5 trillion marks (a
trillion = 1.000.0003 ).” (Bresciani-Turroni 1931: 76-77)
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Reichsbank, which ensured half of the Gold Discount Bank’s capital, the other half provided by private
banks. The central aim of the Gold Discount Bank was to continue providing loans to German business.

Schacht’s changes became legally enshrined in the Bank Act of 1924, a legislation which put a
strict credit limit on the central bank’s ability to monetize government debt, making sure that
government spending would be drastically curtailed. At the same time, through the Gold Discount Bank,
Schacht could continue to provide credit to private capital — on terms chosen by him. With this simple
monetary transformation, Schacht was able to overcome the framework of monetary policy of early
Weimar that sought, in the name of maintaining a balancing act, to subsidise both private capital and
the working class. For alongside the monetary changes, Schacht embarked on a mission to balance the
budget through a dynamic tilting towards austerity, fiscal discipline and price stability. Re-aligning
Germany to the gold standard, since “the stabilization policy required the fixed exchange rate in order
to provide an anchor for the currency” (James 1999: 25), Schacht also increased interest rates in order
to defend the now pegged exchange rate.

Schacht was a fierce opponent of “fiscal laxity, pointing to the government’s inability to raise
taxes during the world war as one of the main reasons for the 1923 inflation, [insisting] that the only
way to financial salvation was through balanced budgets.” (Marsh 1992: 105) For this reason, and
alongside the conviction that internal deflation would cut public spending, Schacht also proposed a
parallel strategy of a thorough tax reform, meant to finally break the habit of rejecting taxation as a
veritable source of state income. Along the same context, Schacht was also concerned with placing
limits on private banks, attempting to impose a credit rationing (limiting discounting to banks by linking
its ratio to their cash reserves), a policy choice that was also meant to deter foreign capital flows and
their inflationary pressure. Finally, an intensification of cartelization took place, promoted by the
protectionist tendencies of industry towards instability and uncertainty (Nicholls 1994: 24).

None of these measures, however, met with particular success. The reconsideration of tax
policy was fiercely fought back from German private capital leading to its de facto abandonment.
Moreover, to the extent that the stability and health of the overall banking sector remained a priority,
the Reichsbank was caught in the contradictory position of being both the lender of last resort while
trying to impose some discipline on private banks. This had the essentially unintended but inescapable
effect of convincing private banks that they did not have to expand their cash reserves, “confident that
either they could obtain credit on the foreign market if needed, or that in an emergency, the Reichsbank
would not allow a major banking crisis to occur.” (James 1999: 28). This predicament would prove
detrimental with the outbreak of the 1929 global crisis. Before that devastating event however, the
stabilization process and Schacht’s opting for higher interest rates (to quell credit expansion) attracted
enough foreign capital inflows to effectively sabotage the deflationary wishes of the economic

authorities, a consequence that in later years would become known as ‘imported inflation’.

35 The consequences of this economic policy and the seeking of possible counter-balances would not only significantly
determine the framework of Bundesbank economic policy, but it would also contribute to the ordoliberal conceptualization of
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Eventually, and if the fragile consensus of the Weimar Republic had been threatened by
workers’ radicalism in its early years, by 1928 that threat had been replaced, from the point of view of
private capital, by another one: failing productivity (Ritschl 2002). Thus, despite the stabilization that
followed the hyperinflation of 1923 and the renegotiation of reparations in 1924 and 1928, the eventual
combination of labour cost increases which Hilferding had positively called a “political wage”,” the
squeeze on profits and the consequences of the world crisis led significant parts of the capitalist class
to reach out for an authoritarian solution.

Contemporary commentators have maintained that balancing the budget and reducing state
expenditure was the only alternative to restoring economic stability, an approach most notably found in
the writings of Ferguson (1995). But such an analysis presupposes something that neither the
SPD/Zentrum government (nor Schacht for that matter) were prepared to impose: a full-frontal attack
on the working-class gains of the previous period and a form of austerity that could have easily re-
ignited the very revolutionary wave that the government had spent so much (in political and economic
capital) to undermine. Nonetheless, before the limits of such a direction were tested, the restructuring
was postponed. Gustav Stresemann, Foreign Minister of Germany (1923-1929), led a successful
campaign to convince the United States to direct massive loans towards Germany (attracted, beyond
doubt, by higher interest rates). The result was an economic stabilization that led the Weimar Republic
out of the woods of economic hardship, producing the material circumstances for what would later be
called the Weimar’s “glorious years”. Until, that is, the 1929 crash and the subsequent Great

Depression.

The ‘golden years’ and the 1929 crash

It is one of the many ironies of interwar history that
Europe, having emerged from the Ruhr crisis with the
help of American commercial lending, should then have
faced destabilization from American economic
expansion.

Boyce (2009: 178)

Most accounts that describe the Weimar Republic as a “doomed experiment” from its inception tend to
neglect its period of stabilization (1924-1929). However “elusive” (Eichengreen 1990) this stability was
eventually, it represented a veritable calm after the storms of 1918-1923 as the Weimar Republic entered

its “postrevolutionary” phase (Feuchtwanger 1993). The combined efforts of Schacht and the passing

the necessity of price stability through the instrument of money supply control. As James notes, “For the first time in 1927,
the Annual Report of the Reichsbank clearly set out an argument about the relationship between the quantity of money and
price stability: ‘a substantial increase in the circulation of money, even if fully backed by gold, must have harmful price
effects’. Reichsbank, Verwaltungsbericht fiir das Jahr 1927, p. 7, in James 1999, p. 26

36 At a Kiel party congress of the SPD in 1927, Hilferding proclaimed: “We must hammer it into the brain of every worker
that his weekly wage is a political wage, that it depends on the parliamentary representation of the working class, on the
strength of its organization and the social balance of power, what the pay at the end of the week is.” Quoted in Feuchtwanger
1993: 154
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of the Dawes Plan in January 1924 set the stage for the second round of Weimar’s Republic, creating a
cycle of international payments under which the US provided loans to Germany helping them make
repayments to the recipient countries (a process supervised by a US agent, Parker Gilbert), thus ensuring
that they could, in turn, repay their debts to the US. In the process, US would accumulate profits from
both the interest rates on the loans and the repayments from UK, France and Belgium.

This stabilisation allowed unemployment to fall*’, while productivity increases (especially in
the coal industry) by one third in between 1925-1929, led to the reprisal of pre-war level production by
1927. By 1929, German GNP had surpassed pre-war levels, ahead of both Britain and France
(Feuchtwanger 1993: 151). This process of stabilization, however, gave the impetus to large industrial
interests (especially in the Ruhr area) to start openly complaining against working class gains. As they
argued, “too much of the national cake was taken up by wages and by social payments and not enough
by investment” (ibid: 152). Side-lining the effects of Schact’s credit restrictions as a cause of reduced
investment, industrial capital started preparing for a proper conflict to reverse the working-class gains
that previous struggles and accommodating coalition governments had made. This approach may also
have been inspired by the massive drop in union membership®®, though this did not translate into
demands for similar cuts across welfare transfers.

At the same time, high concentration of capital was rampant, with /G Farben (formed in 1925)
and Vereinigte Stahlwerke (built on the ruins of the Stinnes concern) clear examples of the tendency,
while no effective legislation had been passed to limit cartelisation which, according to the
governments’ estimates, consisted of more than 3000 cartels across various sectors affecting, in the coal
and steel industry, more than 90 per cent of products (Feuchtwanger 1993: 158).

It was in these crucial years of relative stabilization (rather than the turbulent years before) that
the ground for the eventual demise of the Weimar Republic was set, led by a cohort of business interests,
small/medium farmers, petty bourgeois elements and white-collar workers: the very composition, that
is, which was politically moving further to the right and ended up being an important backbone of the
Nazi regime. If big business had recognised in the stabilization years an opportunity for reversing the
gains of the working class that the SPD had brought about in its integration policy, the remaining
composition represented essentially all those who felt excluded from the primary compromise at the
epicentre of the Weimar Republic, that of capital and labour.

More specifically, a worldwide depression in agricultural production that had plummeted prices
directly affected the (less marketable) products of German farmers, a predicament that was translated
by a significant part of this traditionally conservative social formation as indicating abandonment by

the state, creating the ground for their embrace of nationalist ‘blood and soil’ politics. At a similar level,

57 Schacht’s and Luther’s stabilisation plans included a balancing of the budget, resulting in the firing of 1/6 of upper level
civil servants, 1/3 of public sector manual workers and ' of public white collar workers. Feuchtwanger 1993: 145

38 Looking at the ADGB, which represented 85 per cent of all workers, the drop was from 7.7 million in 1923 to less than 4
million by the end of 1924. Feuchtwanger 1993: 152
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so-called Mittelstand shop owners, traditionally hostile to the labour movement and socialism,
regrouped around their frustration against competition by large department stores (most of which were
seen as belonging to Jews), translating their grievances into anti-Semitic and anti-democratic positions.
If single issue/lobby-style political parties had, thus far, attempted to gain political clout by representing
such interests, their ineffectiveness gradually drew more and more small shop owners into the orbit of
the far right and, eventually, the Nazis. Finally, white collar workers who also perceived their declining
standards and proletarianization as a consequence of their unjust exclusion from Weimar’s compromise
(Zentralarbeitsgemeinschaft), started to flock around nationalist and reactionary political formations.
Within this context, the conservative moral indignation against emancipatory advances in the realm of
culture and gender relations also played an important role — the depiction of Berlin as the site of “Sodom
and Gomorrah” indicative of the mood. With the support of big capital, which was also making a shift
towards more authoritarian solutions to counteract their frustration against rising wages and social
transfers, the dark clouds over Weimar were getting dangerously massed together. Meanwhile, Carl
Schmitt was feverishly publishing harsh critiques of the Weimar constitution and its “fragile multi-
party system”, openly advocating an authoritarian presidential power take-over.

It was this context that blew the sails of the conservative, nationalist and fiscally disciplinarian
government of Heinrich Briining, who took over after the collapse of the SPD government in 1928. A
harsh winter between 1928-9 and rising unemployment had pushed deficit spending and the various
attempts by the SPD to govern in a disciplinary manner while not disappointing its (dwindling)
working-class vote culminated in a seemingly inconsequential disagreement in the Reichstag over
decimal points of increase or decrease of unemployment payments which led to the collapse of the
SPD/DVP coalition. And although new negotiations with the Allies, formalized in the Young Plan,
further reduced the yearly payments and significantly extended the repayment period, the die was cast.
On March 1930, Heinrich Briining, an MP from the right wing of the Zentrum party was appointed
Chancellor. Within less than a year he would earn the nickname that would follow him throughout

history: “hunger Chancellor”.

Before the full effects of the US 1929 stock market crash expanded internationally, German economic
policy had already taken a turn towards a deflationary/austerity path, a choice that led to a massive
increase in unemployment and growing socio-economic debilitation. As Tooze (2014) notes, the
ousting of the SPD government and the eventual appointment of Briining’s fiscal conservative “shock
therapy” in early 1930 set the stage for a series of public spending cuts and a re-orientation of policy
towards the reduction of the deficit in a clear attempt to re-boost the economy through the reversal of

the concessions made to the working class (see also: Straumann 2019).%

39 Reflecting, as Abelshauser (2004: 56) put it, Briining’s “momentous decision to fight the world economic crisis in Germany
with the unpopular means of budget cuts and state-imposed deflation.”
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The strategy was straight-forward: massive cuts in public expenditure at all levels, the first
sector affected being construction, where a drastic reduction of the public funds that had managed to
increase the housing stock between 1925 and 1930 to pre-war levels (Feuchtwanger 1993: 155) led
more than one million construction workers unemployed. And that was just the beginning. As Weitz
puts it, “[Briining] sharply curtailed government spending by significantly reducing social welfare
benefits and firing and cutting the salaries of civil service workers. Such policies only increased the
disaffection of large segments of the population and did nothing to revive the economy. If anything,
they worsened the economic situation.” (Weitz 2009: 123)

Briining was of the opinion that the pluralist democracy that had reigned until that moment was
bringing disaster to the German nation® and that the only way to regain its “dignity” and undermine (or
even abolish) the humiliating reparations, was to impose fiscal discipline and induce an internal
recession. As Weitz summarizes, Briining’s political economy consisted of a set of deliberate
deflationary policies. “The state had to slash public expenditures of all sorts, business had to cut labour
costs, and prices had to fall. Once things had bottomed out in this fashion, business would again have
incentives to invest, and the economy, now on a sounder basis, would revive. Although all sorts of
proposals were raised, especially in the popular media, for work-creation programs and what would
later be dubbed Keynesian pump-priming policies, none could pass through Briining’s opposition or

the like-minded conservatism of most of the German elite.” (Weitz 2009: 123-4). As Mommsen adds,

“These views, to which Briining clung with quasi-doctrinaire rigidity, coincided with
a profoundly nationalist temperament, unconcealed monarchist sympathies, and a
deeply conservative philosophy of the state shaped by traditional Prussian virtues and
prejudices. Just as Briining considered the revolution of 1918-19 a misfortune that
could have been avoided, so he saw the Weimar Constitution as a political form that
had been forced upon Germany from abroad and that was incompatible with the
traditions of the German state. Along with many opponents of the republic, he
harboured a deep-seated antipathy toward the alleged arrogance of the German party
system. In his view, a sound and functional administration was more important than
viable parliamentary institutions.” (Mommsen 1989: 294)

An authoritarian transformation of the form of governance was thus seen as imperative for waging this
counterattack against the working class and its democratic allies®'.

When the global crisis initiated by the stock market crash of 1929 arrived in Germany, it caused
a bank run. By May 1930 deposits had radically contracted and one year later the Austrian Creditanstalt,
in which German capital was heavily invested, collapsed. Though it became (retrospectively) clear that

this was a result of foreign capital flight (James 1999), at the time this was falsely identified as German

60 «[...] it was expected of [Briining] that he would reorient German politics towards the right and that he would use the crisis
to pull the country out of the parliamentary and financial morass.” (Feuchtwanger 1993: 221)

61 Schieder (2011) claims that Briining was, among most German political Catholics at the times, an admirer of Mussolini.
“Reich Chancellor Briining, himself a protagonist of the Catholic Right, also seems to have been affected by the ‘Mussolini-
craze’ in the Catholic camp. When writing his memoirs in the 1940s, he still counted his state visit to Italy in August 1931
among ‘the few pleasant recollections of these hard times’. (Schieder 2011: 45)
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capital flight, causing foreign creditors to refuse assistance to Germany without assurances that
measures would be taken to stop this flight. Meanwhile, the attempts to deal with the bank run seriously
restricted the Reichsbank’s reserves.

In July 1931 a bank holiday was called to stop the draining of banks’ capital. Combined with
the stress brought to the economy by Briining’ fiscal consolidation, there were renewed fears that
Germany would be forced to abandon the gold standard, a self-fulfilling prophecy that took hold as
soon as exchange controls were put in place (Eichengreen 1996). The eventual response to the banking
crisis was to impose a strict regulatory regime (one which would be further consolidated during the
Nazi dictatorship). In this context, echoing an approach similar to the one ordoliberals would later

repeat, “market signals were suppressed”. (James 1999: 31)

The argument has been made (see, for example, Mommsen 1989: 293ff) that Briining’s opting for
deflationary policies and balanced budgets was not a consequence of the experience of hyperinflation
but a consequence of his approach to the issue of the reparations®’. But another goal can be reasonably
added: a deflationary recession would not only, according to Briining’s estimates, force the Allies to
drastically revise the reparations’ payments, but it would also undermine and reverse working-class
gains.

Briining’s government was the first during the Weimar years to consistently make use of the
(constitutionally granted) presidential decrees in order to bypass parliamentary procedures and to effect
what was essentially an authoritarian turn. It was with such tools that Briining implemented his austerity
measures, a development that even the SPD failed to resist, as some of its members were also leaning
towards a “bracketing out” of democratic procedures®. Translating the experience of Weimar’s
administrative gridlock as caused by “mass democracy”, Briining’s use of presidential decrees was even
seen as “cathartic”. But behind this “technocratic” approach, lay a tendency present even within the
SPD that felt frustrated from the administrative gridlock failed to realize in time: the difficulty of

obtaining a necessary majority in parliament also reflected the political unfeasibility of agreeing to

62 “The deflationary policy that Briining pursued from the very outset of his chancellorship was driven to a far greater extent
by the primacy of reparations policy than by the lingering trauma of the hyperinflation. Nor was Briining influenced by the
argument to be found in contemporary economic theory that a balanced budget constituted the only way in which an economic
crisis could be overcome. Briining’s own view of Germany's fiscal and economic development since 1926 had transformed
him into an outspoken opponent of government programs for the creation of credit and of public works projects aimed at
combating unemployment. In his opinion, the countercyclical policy that Germany had employed to get out of the stabilization
crisis of 1926 was to be rejected primarily on account of its implications for Germany's reparations policy. [...] For it was
precisely after the adoption of the Young Plan laws, Briining insisted, that the need was greatest for a fiscal policy that would
establish "certain guarantees for the future" and make it impossible for Germany's international creditors to blame difficulties
in transferring the annual reparations payments on a policy of calculated default by the German government.* Mommsen 1989:
293-4

63 «[...] even those forces that were loyal to the republican form of government began to put some distance between themselves
and the existing constitutional system. Left-liberal constitutional scholars as well as Social Democratic theorists began to
consider ways of limiting the sovereignty of parliament and strengthening the authority of the Reich president. The criticism
of "party squabbling" (Parteigezank) and the charge that the Reichstag had become a clearinghouse for special economic
interests met with a positive response even among certain elements of the Social Democratic working class.” (Mommsen 1989:
303)
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curtail wages, benefits and welfare. When “President Hindenburg invoked article 48 of the Weimar
Constitution, [allowing Briining] to govern by decree” (Weitz 2009: 122), this obstacle was surpassed.
The austerity that followed, and which gave Briining the nickname “Hunger Chancellor”, was
devastating. But what followed also demonstrated the way in which Briining failed to understand what
was at stake.

In the midst of the Great Depression, and after all the massive spending cuts that his government
implemented, Briining called for an election. As Weitz succinctly puts it, this was based on the
“fairyland belief ... that he, a sitting chancellor in the midst of a depression, would win widespread
popular support.”® His government had not only worsened the effects of the economic crisis and the
global trade collapse (within one year, Germany’s unemployment reached over six million), but his
consistent by-passing of the parliamentary route (without meeting significant resistance) further
undermined any hopes that the Weimar Republic would consolidate democratic procedures. Within a
year, Adolph Hitler and his death machine in preparatio would be in power, pushed in government by

a combination of capitalist, aristocratic and authoritarian liberal interests.®>

The Nazi regime

Whether in its period of obscurity or its return to the mainstream, Hitler’s NSDAP party had clearly
exemplified who its enemies were: the communist insurgents, the SPD traitorous pacifists,
parliamentary democracy, the Allies with their unbearable reparations and, behind all these, the Jews.
Within the domestic sphere, the goal of ending parliamentary democracy, dependence on unions and
the left-wing parties was widely shared by business interests, authoritarian liberals and conservative
critics of Weimar. Dissatisfied with the terms of the post-1923 stabilization which continued to balance
out labour and capital, and despite the significant economic growth that took place between 1924 and
1928, business interests and liberals were increasingly drawn to an authoritarian resolution of the class
compromise, rallying behind the deflationary policies of Briining. With an eye to the international
context and the aim of easing the terms of Germany’s repayment obligations, these actors were more
than willing to forcefully undermine any domestic conditions that reduced their economic power.

This “pronounced distaste for parliamentary politics, high taxes, welfare spending and trade

unions” (Tooze 2014: 103), alongside the overall “common ground of opposition to the Weimar

64 “It was a political blunder of the first order, which led to the surge of the Nazi Party.” Weitz 2009: 123

65 Retrospective narratives see the final years before the appointment of Hitler as Chancellor as a last attempt to revive the
“liberal order” which had suffered tremendously during Weimar, only to be given a final blow by the Nazis. While it already
becomes clear that the concept of ‘liberal order’ does not refer to democratic institutions but the institution of the free market,
proponents of that ‘liberal order’ were finding it increasingly difficult to defend a system so thoroughly associated with
“laissez-faire” and the 1929 collapse. As Sally, a consistently pro-liberal/ordoliberal voice, notes, “the Depression had
seemingly discredited the prevailing liberal orthodoxy, on whose cross Chancellor Briining’s government was crucified” (Sally
1996: 234). As I will discuss in the next part, driven by these circumstances, ordoliberals ended up abandoning and thoroughly
critiquing the ‘laissez-faire’ aspects of the capitalist economy, a differentiation that led them to (initially) utilize the term
‘neoliberals’ to describe themselves. But this did not stop them from supporting either Briining or subsequent authoritarian
governments.
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Constitution and hostility towards the parties of the left” (Ibid: 105) made business and liberal
proponents susceptible to the Hitler option. Combined with Hitler’s early but repeatedly pronounced
adherence to a stable currency and balanced budgets, and the appointment of Schacht as Reichsbank
president (and, soon after, Acting Minister of Economic Affairs), big business and a significant amount
of conservative liberals became “willing partners in the destruction of political pluralism in Germany”
(Ibid: 101). The promise to defend the gold value of the RM and the declaration that “future monetary
policy will adhere with unchanging steadfastness to the task of maintaining the value of the Mark”
(Marsh 1992: 110) only added to the attractiveness.®® If figures such as von Papen or Hindenburg
expressed any disagreements with the Nazi regime, these were confined to what they saw as its
“plebeian degeneration” (Tooze 2014: 67).”

It was within this context that Marcuse would argue that the National Socialist regime
essentially “restored to power those forces and interests which had been threatened or even frustrated
by the Weimar republic”. In Marcuse’s view, “the army [had] again become a state within the state, the
authority of the entrepreneur within the enterprise [had] been freed from numerous limitations, and the
working class [was] brought under totalitarian control.” (Marcuse 1942: 69). And it was because of this
that many opponents of Weimar found themselves attracted to Nazism as a kind of deus ex machina
that came to complete the counter-offensive against the parliamentary gridlock and the destabilizing
influence of organized working-class interests on the economy.

There were, however, limits. For if in the domestic level an authoritarian resolution of class
antagonism and pluralist political representation was favoured, the international outlook of both
business and liberals remained at odds with the increasingly obvious direction of Hitler’s economic
plans. There, instead of free capital movements, multilateralism in trade and policies that could enhance
Germany’s export industry, the clouds of protectionism, autarky and hostility towards key trading
partners were quickly apparent. If Briining (and to a certain extent Papen and Schleicher) had tried to
reconcile the differences of the domestic and international outlook, Hitler’s and Schacht’s policies
abroad moved in the opposite direction.

As Tooze (2014) notes, Schacht’s embrace of Nazism was driven more by the international
agenda than domestic policy. Convinced of his ability to be creative with monetary policy, Schacht’s
characterisation as a “wizard” owes more to his various monetary plans geared towards Germany’s
rearmament and nationalist expansion than to his post facto portrayal as an adherent to balanced budgets
and currency stabilization.

The rapid expansion of government intervention in the economy and the massive stimulus
towards military expansion (and less so work creation schemes — see Tooze 2014, pp. 40-42) could not

have taken place without Reichsbank or, for that matter, business support. It is worth remembering, for

% The tolerance of the Nazis towards cartelization was, of course, a point of divergence with ordoliberals, though big business
had no issue with cartels.
%7 For a similar liberal support of authoritarian or fascist austerity, see Mattei 2022.
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example, that Schacht’s infamous “Mefo bills” which financed Germany’s extraordinary re-armament
could not have functioned without the backing of the creditworthiness of industrial giants like Siemens,
Krupp and the Vereinigte Stahlwerke.®® Geared towards the rearmament process and with clear signs
that an expansionary war was in the works, it became clear that “the expansion of the state-directed
economy was not just an attempt at pump-priming a depressed market economy, but that it was
developing a logic and dynamic on its own.” (James 1999: 37). In this context, when examining
Schacht’s trajectory, from his early moves to bring business under the wing of the Nazis® all the way
to his full commitment to strengthening the Nazi war machine, it remains somewhat surprising that
Schacht survived the postwar denazification essentially unscathed.”

In any case, and however imaginative, the Mefo bills’ scheme could not eradicate creeping
inflation which, by 1936, had become a serious issue. To keep it under tabs, what would later be
described (by ordoliberals among others) as an artificial measure but which was nonetheless an attempt
at a directly political intervention to control economic consequences, strict price and wage controls
were put in place, forcefully freezing wage and price levels. As Hitler would boast, “I had to show
Schacht that the first cause of stability of our currency is the concentration camp: the currency stays
stable, when anyone who asks higher prices is arrested.” (James 1999: 35).

As the Nazi total grip over state institutions was deepened in the next few years, Schacht and
the Reichsbank played along, extending their full support of the Nazi regime through the direct
participation in the expropriation of Jewish property (James 2001). But the contradictions were
mounting.

By 1936, and with Germany’s balance of payments deteriorating, an expert report by former
Reich price commissioner Carl Goerdeler (later leading figure in the conservative opposition to Hitler
and co-conspirator in his assassination attempt of 1944) criticised Schacht’s policies. Goerdeler’s frank
report on the dismal state of Germany’s economic situation came with a suggestion of diplomatic
rapprochement with Britain and America, urging a “German return to the world economy [that] would
herald the beginning of a new era of international cooperation” (Tooze 2014: 216). For this to be

achieved, a devaluation of the RM had become inevitable, accompanied by fiscal consolidation a-la

% Devised in 1934, armament contractors were paid in IOUs issued in the name of the front company Mefo GmbH. This
shadowy company, Tooze (2014: 54) “was formed with a capital of 1 million Reichsmarks, provided by the Vereinigte
Stahlwerke, Krupp, Siemens, Deutsche Industrie Werke and Gutehoftnungsguette (GHH)”.

% In 1932, Schacht and Wilhelm Keppler, Hitler’s link to pro-Nazi businessmen, handed a petition of business signatories to
Reich President Hindenburg demanding the appointment of Hitler as Chancellor. Kershaw 2002: 243

70 Schacht was, of course, not the only one to escape denazification (see next Chapter). But his role in the Nazi regime
continued to be whitewashed by key officials well into the postwar period. In 1952, when Schacht applied for a license to open
a private bank, his request was denied by the Hamburg state senate, which utilized the Mefo bills affair to justify its rejection.
Testifying in his defence, Bundesbank president Wilhelm Vocke shielded Schacht and the Mefo bills scheme by declaring:
“We had six million unemployed and were faced with the necessity of expanding the money supply for the purposes of job
creation [...] Any central bank facing a similar scenario would not just sit there with hands in its lap.” ‘Vocke: Mefo-Wechsel
zuldBig’, Frankfurter Allgemeine Zeitung, 22 Nov. 1952 quoted in Mee 2019: 160. The fact that Schacht’s elaborate monetary
schemes were directed towards re-armament and not work creation schemes seems to have escaped the Bundesbank president.
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Briining. Such proposals were, clearly, moving in the opposite direction of Schacht’s aggressiveness
and refusal of devaluation.”"

Schacht had, however, also changed his tunes. Focused more comprehensively on exchange
and trade controls (i.e. the international outlook of the German economy), he had become increasingly
intolerant of the strain caused by the rearmament funding extravaganza. By 1937, his insistence on
promoting German exports at the expense of rearmament made him, as much as Goerdeler, open to
Goering’s manipulations and attacks. In the end, Hitler’s decision to ignore the “defeatist” arguments
of “bourgeois economists” and to prepare the German economy for war stopped any further discussion.
Though Schacht’s resignation in 1937 was not accepted by Hitler, his ability to influence economic
policy was radically diminished with Goering taking the lead.

In 1938, in a last attempt to restore some fiscal discipline, Schacht agreed with Finance Minister
to stop issuing Mefo bills, forcing a reliance on conventional funding methods such as taxes. Goering
stepped in, however, declaring that army financing “was a question of political leadership” (in Tooze
2014: 253) and side-stepped the ending of Mefo bill issuing by utilising short-term Treasury bills.
Schacht tried to counteract by organising a meeting with Wehrmacht officials and economics professors
that would decrease the rearmament frenzy. In autumn of 1938, the Reichsbank produced an internal
memorandum in which the dire economic situation of Germany was outlined. Warning against the
inflationary effects of continued monetary expansion, the memo advised for a “smooth landing” from
a war to a peacetime economy. Any illusions that Schacht might have had about the ability to convince
Hitler to change course were immediately shattered. Rather than restrain, the response was a further
acceleration of the armament race with Germany, now well poised for a war in both Western and Eastern
fronts. Responding to these indications, the Reichsbank produced another memorandum, in January
1939, delivered directly to Hitler’s hands by Schacht. Emphasizing that the Fuhrer himself had always
“rejected inflation as stupid and senseless”, the letter stressed that “Reichsbank gold and foreign
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exchange reserves were ‘no longer available’”, that the trade deficit was “rising sharply” and that “price
and wage controls were no longer working effectively”. With the volume of notes in circulation
accelerating, state finances were bluntly described as “close to collapse”. (Marsh 1992: 119; Mee 2019).
A few days later, all members of the Reichsbank who had signed this letter were fired, their views
described as ‘mutiny’.”* Schacht’s advice was swiftly ignored and he was replaced by Walther Funk.
Nazi Germany morphed, surely and steadily, into what many had already warned it would become from
its very beginning: a brutal dictatorship that would govern through terror, military expansion and

unspeakable inhumanity.

7! Goerdeler’s report also included a proposal for concessions on the “Jewish question, freemasonry question, question of the
rule of law, Church question”. MA VJP 700 1/2, 82, Goerdeler to Staatsrat Neumann, 2 September 1936, 12 in Tooze 2014:
716

72 The 1939 Reichsbank memorandum would play a crucial role as a postwar foundational myth of the Bundesbank’s
independence (Mee 2019).
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The birth of ordoliberalism

It is a central thesis of this research that the fundamental characteristics of the ordoliberal project, the
foundational ordoliberal framework, were laid out in the exact historical period described in the
previous sections and as a response to the events that have been highlighted. But this was not, of course,
an automatic or pre-determined outcome. Initial attitudes towards the Weimar Republic by what would
become key proponents of ordoliberalism were much more diverse than the confident rejection that can
be detected in later years. This makes a brief account of their personal trajectories useful in

understanding the ordoliberal framework.

Ordoliberals in Weimar

In the early years of the Weimar Republic, Wilhelm R&pke would participate in an armed students’
militia that was set up with the aim of defending the Republic from both left and right insurgencies
(Ropke 1946: 68-69),” an event that coincides with Ropke’s adoption of “mildly socialist views”
(Gregg 2010: 43) after his experiences in the first world war.”* Translating the war as a consequence of
a crisis “of the larger relationship between countries” and adopting an outlook geared towards the sphere
of international relations (“in other words: free trade”, Ropke 1959: 229), Ropke nonetheless abandoned
any socialist tendencies after engaging with the “socialist calculation debate” and, especially, Ludwig
von Mise’s work (Callison 2022). Eventually convinced that “there is only one socialism, the national”
(Ropke 1959: 229), he concluded that his double rejection of (laissez-faire) capitalism and (national)
socialism actually “amount to a positive” (Ibid: 231), i.e., liberalism. Joining forces with Riistow and

Eucken from the mid-1920s, Ropke would develop into a central figure of the ordoliberal project.

73 Johnson (1989: 42) provides an account of this episode: “In 1920, during the so-called Communist insurrection in Thuringia,
numerous Marburg students - R6pke among them — armed themselves and set out to help suppress it. In fact there was no real
fighting, but Rpke and others discovered to their horror that some students [sic] had killed fifteen innocent workers”. Though
there is a direct reference to Ropke’s text, it appears that Johnson omits (for ideological reasons, perhaps) certain key elements
that are pertinent in understanding Ropke’s view. To start with, his militia was formed by “Democratic, Socialist, and Catholic
students, together with leading professors of theology (Martin Rade, Rudolf Otto, Heinrich Hermelinck) fo grapple with the
menace arising from the reactionary students' associations” (Ropke 1946: 68; my emphasis), not to suppress a communist
uprising. Secondly, and following from this, their armament was an act of defence of the Weimar Republic against the fascist
Kapp Putsch. Thirdly, it was only after boarding a train to Kassel, provided to them by striking workers, that Ropke and his
comrades were informed of the supposed “communist uprising” by a General of the Reichswehr whose reactionary outlook
was, Ropke describes, “typical of the attitude of army circles”. Loyal to the Weimar Republic, the student/professor militia
offered to assist in the fight against what the General described as “Red hordes [...] marching through the country, murdering
and setting fire to everything”, only to discover that not only where the communists “perfectly orderly” but that in fact what
had happened was that “on the previous day the reactionary corps of students, under an ex-naval officer who belonged to a
Prussian Junker family, had kidnapped fifteen workmen from a neighbouring village and murdered them while under
transport— “shot while attempting to escape,” as the cynical formula already ran”.

74 “If T was typical of those who went through the War in my wish to make that it should not happen again, I think was also
typical in the analysis I made of it. We who were under a common obligation to kill one another had a great deal more in
common too, and, since all of us on either side were roughly trained along the same lines, our revulsion with war brought us
pretty much to a single conclusion. Our personal experience told us that a society capable of such monstrous depravity must
be thoroughly rotten. We had been educated just enough to call this society “capitalism”. Dumping everything into this concept
that seemed to us rightly damnable, we became socialists.” Ropke 1959: 229
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Alexander Riistow was also an early supporter of the Weimar Republic who, like Ropke,
“returned from World War I a convinced socialist” (Gregg 2010: 37).”> Employed from 1919 in the
Economics Ministry and dealing with questions of planning and nationalization (Gregg 2010: 37;
Commun 2016: 25), Riistow played nonetheless an important role in the first German law against cartels
(Kartelverordnung) in November 1923. Disillusioned by his inability to effectively influence policy,
Riistow would leave the Ministry in 1924 “in order to become chief of personnel of the Confederation
of German Machine Manufacturers (Verein deutscher Maschinenbananstalten-VDMA); the same year
saw him speak, still in a somewhat socialist vein, at the conference of the Verein fiir Sozialpolitik”.”®
According to Johnson, by 1926 Riistow’s speeches at the Verein would move further and further away
from his early “ethical socialism [...] urging Germany to seize the opportunity to participate in the
world boom, regardless of reparations, through a liberal trade policy.” (Johnson 1989: 43).

By 1932 Riistow’s ordoliberal views were fully formed and he would proclaim himself a “rabid
liberal” (rabiater Liberaler). Speaking at the Verein, he put forward the argument that the main causes
of the crisis in Germany lay “far beyond the realm of economic policy conditions and economic policy
insights”, but should instead be primarily seen as “a question of will formation [Willensbildung],”” of
political and state policy issues.” (Riistow 1932: 62; here and henceforth my translation). Presenting
the two alternatives of interventionism and laissez-faire and their contradictions, Riistow developed his
version of the “third way” in between these inadequate responses. To those who believed that laissez-
faire was a preferable solution as equilibrium would be reached “naturally”, Riistow proclaimed that
should such an equilibrium be at all possible, it would be preferable to “bring about this state of affairs
immediately and only to shorten to zero, so to speak, the interim period that would otherwise elapse
until the new, intrinsically sustainable state of affairs is reached, this period of hopeless struggle, decline
and misery.” (Ibid, 64). “This”, he asserts, would not be an intervention “against the laws of the market,
but in the direction of the laws of the market”. (Ibid).

Similarly, against those who would advise the continuation of the type of state interventionism

already existing, Riistow warned against assuming that they are speaking of the same kind of

75 As Riistow wrote: “No one aware of the basic military facts — including those who, like this author, were themselves assigned
to the Marne sector in 1918 — will credit the propagandistic slogan that German imperial troops were undefeated in the field,
or the infamous legend later spread by German nationalists that the collapse of 1918 had been due to a ‘stab in the back’- that
is, rebellion at home. Revolutionary sentiment first spread when the military situation had already become desperate; it was
not a cause but a consequence of the sensational strategic defeat. That the collapse, long overdue, of the Wilhelminian regime
was not greeted as liberation by the majority of the German people was an ominous indication of the same “militant servility"
that fourteen years later made possible the seizure of power by national socialism.” Riistow 1981 [1950]: 613.

76 Johnson 1989: 40. The Verein fiir Sozialpolitik was created in 1873, shortly after the birth of the German nation. Its founders
were economists who represented the German ‘historical school’, with the expressed aim of providing vocational training of
public and government officials in the direction of social reforms. During the Weimar Republic the Verein moved closer to
ordoliberal ideas, with many Ordoliberals and fellow travellers (such as Eucken, Riistow, Ropke, Von Mises and Hayek)
taking an active part in the organization. It was dissolved by the Nazis in 1936 and was re-instated (after an initiative by
Riistow) in 1948.

77 The concept of Willensbildung (will formation) would be a recurring one in the writings of many ordoliberals of the time.
Eucken, for example, would utilize the concept to describe how the transformation of the liberal state into an “economic state”,
i.e. the collapse of the distinction between state and economy, “undermines its Willensbildung on which its existence is based”
(Eucken 1932: 307, my translation].
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intervention. Most importantly, he argued, the type of interventions he called for were not just different
in their details but presupposed “a completely different state than the one that has been customary up
to now” (ibid: 66). A state that had not fallen “prey” to competing interests (“der Staat als Beute”), as
Carl Schmitt described it, but a strong state.

Such positions led both Riistow and Ropke towards a certain affinity with the conservative
governments of either Briining or that of von Papen, both governments crucially responsible for making
the first steps for the abolition of parliamentary democracy and the rise of the Nazis. Despite von
Papen’s later disagreements with (and persecution by) the Nazis, his was an authoritarian government
by decree