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Germany has the biggest economy in the European Union and is one of the 
world’s biggest exporters. The quick recovery of the country’s economy after 
the devastating Second World War and the creation of the Deutsche Mark as 
one of the strongest currencies in the world symbolizes the so-called 
Wirtschaftswunder. Since the early 1970s, however, the economic miracle 
can be considered no more than a fond memory for German politicians and 
ordinary citizens. In his book, Jeremy Leaman tries to find the answer to what 
has gone wrong and why all the reforms implemented by the subsequent 
German governments since 1982 did not improve the situation, but in fact 
made it even worse. Leaman seems to be a perfect author for this topic. A 
Senior Lecturer in German and European Studies at Loughborough 
University, he has a long record of publications about the political economy of 
Germany, central banking in Europe, social policy and taxation. The book 
begins with the economic crisis of the 1970s and the collapse of Helmut 
Schmidt’s government. Those two events are the starting points of the 
dramatic shift in the macroeconomic paradigm of the German economy. 
According to Leaman, at that time the German political elite had abandoned 
the principles of demand-oriented economic policy in favour of ‘supply-sidism’. 
The paradigm of income redistribution, which was one of the many pillars of 
the social market economy, was replaced by the conviction that a greater 
dose of inequality will produce more wealth. The policy of market 
deregulation, privatization and particularly tax cuts was not limited to 
Germany. Since the early 1980s, supply-side economics has gained much 
popularity all around the world. Leaman, however, surprisingly finds the 
unusual continuity of this policy even after German reunification and the 
elections of 1998, when the government formed by the conservatives and 
liberals was replaced by the red-green coalition.  

The first of the events mentioned above was associated with the 
enormously high financial burden for the German budget imposed by German 
reunification. Leaman devotes a major part of his book to evaluating the 
measures undertaken by the German government to improve economic 
conditions in the former German Democratic Republic. He points out that the 
policy of reunification followed the path of supply-sidism, which had been 
adopted a few years before in the western part of the country. What is more, 
according to Leaman, the transformation crisis was exaggerated by the 
inappropriate response of the Bundesbank, which was involved in all the 
crucial aspects of the German economy and was ‘driven by a naked instinct of 
self-preservation’ (p. 131). 

Leaman also emphasizes the fact that the Bundesbank has played an 
important role in the formation of the European Monetary Union and the 
European Central Bank, which was ”programmed” according to the principles 
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of hard-line monetarism. The German politicians found themselves in a very 
uncomfortable situation after the implementation of the Stability and Growth 
Pact. On one hand, they wished to stimulate the economy by lowering the tax 
burden. On the other hand; however, they were not allowed to exceed the 
limit of the budget deficit, which was set at three per cent of GDP. This 
resulted in constant spending cuts, which in turn affected specific needs; for 
example, those associated with the process of reunification. As a result, all 
the positive effects of the tax cuts were ‘more than neutralized by increasingly 
destructive cutbacks’ (p. 165). In this context, according to Leaman, 
Schroeder’s cabinet, which made little or even no changes to the policy of its 
predecessors, was only a new version of an old and now chronic disease. He 
also sees a surprising continuity in macroeconomic policy within the broader 
context of a redefinition of the concept of social justice undertaken by social 
democrats in many European countries.  

Although the book is devoted to Germany, Leaman uses it to criticize some 
aspects of today’s capitalism on a global scale. He lists the enormous 
spectrum of flawed hopes related to supply-side economics and presents a 
broad argument as to why instead of new investments, economic growth and 
higher employment it has produced so-called casino capitalism. Leaman 
underlines that the main result of this new form of capitalism was the 
expansion of financial speculation, as in the 1980s and 1990s, whereby 
financial investment was more and more separated from the process of 
producing and selling material goods. What is more, the logic dominating 
German economic policy, applied on the global scale, has resulted in a 
vicious circle of insufficient demand. Leaman argues that the higher profits 
achieved, which were in response to lower taxes, have produced only 
‘colossal capital reserves’, which were later deployed to the plethora of 
gambling instruments, ending with ‘the neo-liberal house of cards tumbling 
down’ (p. 205). This strong critique of casino capitalism is especially 
interesting in the context of the recent financial crisis. What is more, the 
diagnosis seems to be convincing and accurate not only for Germany but also 
for the whole world.  

The book is a great source of knowledge about all the important 
modifications in German economic policy since the 1970s. Jeremy Leaman 
definitely knows a lot about the German tax system, labour law and social 
security. However, he tends to overestimate the role of the Bundesbank in the 
political and economic processes in the country. He constantly blames its 
monetary policy not only for the difficulties of the German economy in the 
1990s and 2000s, but also for the failure of reunification and even for the 
collapse of Schmidt’s cabinet in 1982.  The strong critique of the Bundesbank 
should not be surprising for anyone who is familiar with Leaman’s other 
publications, most of all The Bundesbank Myth. For him, the institution is a 
Trojan horse of supply-sidism, which is especially dangerous because of its 
independence from the government and its lack of democratic accountability.  
Someone not very well oriented in macroeconomic policy could also come to 
the conclusion after reading the book that Germany is the leader in the 
implementation of laissez-faire capitalism and supply-sidism. This, however, is 
far from the truth.  Without a doubt, supply-side economics and monetarism 
both had their impact on the German economic policy in recent decades. It is 
rather naive to claim that problems such as the high rates of unemployment 
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and low GDP growth could be solved by the radical return to the principles of 
Keynesian economics. The changes have already gone too far, over the 28 
years since the appointment of Helmut Kohl as Chancellor, to be totally 
reversed without additional damage. The book also offers a great variety of 
statistical data provided by many international and German institutions, which 
makes it even more interesting, not only for economists and political 
scientists, but for all concerned in German history and its current problems.  
 


