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Organization at first glance seems to be a fielthtdrest restricted to the internal "economic
core" of business companies, but it is also a befptus for analyzing relationships between
business strategies and the company's environrRenta demonstration, my presentation
uses the example of the Flick concern, one of Geytadargest combines in the sectors of

soft and hard coal, iron and steel, and wagon imgldntil 1945.

Friedrich Flick, the concern's owner, had developedutstanding capability in dealing with
the state and calculating with political circumsts already in World War |, and the Nazi
economy — partly replacing intermediate institusidyy personal authorities — created espe-
cially favorable conditions to make use of the eetye know-how. In consequence, Flick's
concern grew far above average during the 193(Qsabycipating in rearmament and aryani-
zation. Characteristic of the concern's organiratias a specific interplay of its various lev-
els. Although the extreme degree of decentralinat@mmunicated as Flick's secret of suc-
cess in later decades was a myth constructed adasaccusation as a major war criminal,
the concern headquarter in Berlin indeed only ciadiof a relatively small staff. But it was
big enough to, firstly, control costs and balanweess of the subsidiary production companies
and, secondly, develop strategic concepts at feashe steel and wagon sectors in close co-
operation with the various boards of managementeggential factor for the concern's effec-
tive operation was Flick's personal authority; péital control visits and meetings with the
directors of production units guaranteed that thlesgliaries were managed in accordance
with central demands. This division of labor allav®r a high flexibility and fit perfectly
with Flick's tradition of acquiring new subsidiagiby carefully prepared, but quickly realized

deals.

During World War 11, the Third Reich's military eapsion offered the chance to continue this
business technique by overtaking industrial plamtghe occupied territories. Flick captured
three of these objects: the Rombach iron and steds in Lorraine, the wagon plant Vairogs
in Riga, and a complex of Ukrainian steel workd thas administrated in a joint venture with

Reichswerke Hermann Gadring under the firm Dnje@h&tThe efforts, methods and tactical
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manoeuvres to acquire possession of these sitesamanderlying strategy of expansion that
was far from grabbing any bargain available. Indtédick and his leading staff were looking
carefully for opportunities that seemed to fit inkee structure and value-added chain of the
concern; the higher the expectations for the l@rgiteconomic benefits from the integration
of new plants, the more money the management wiisgvio invest. The following three
brief case studies will illustrate negotiations ab@reign industry plants in chronological
order, but the succession also reflects their emamonportance for the concern.

The first acquisition were thRombach steel works. Immediately after the French-German
armistice in June 1940, Friedrich Flick startedestiing information about this plant in the
formerly German part of Lorraine. The whole Gernsteel industry was on the starting
blocks to capture plants that partially had beemta property until World War 1. In con-
trast to other German concerns, Flick was not éenpibsition to make demands on the basis of
former properties; actually, he was not in a vesgdybargaining position. Nevertheless, Flick
was highly interested in strengthening the coatlstemplex of Harpener Bergbau and Max-
hatte: Harpen had mining capacities that couldbeottilized within the existing Flick con-
cern, which meant that a possible transfer of valdded from the coal to the steel sector on
the basis of syndicate rules was not realized; Maghitte's advantageous position on the
South German steel market was threatened by the dducerns coming nearer via Lorraine
and Luxemburg, thus reducing transport costs. Teadlihg managers of the subsidiaries,
Ernst Buskuhl from Harpener and Karl Raabe from Mate, were instructed to collect in-
formation about Rombach, the only steel plant inupeed Lorraine to which no "historical

claims” could be staked by other German concerns.

After Flick had decided to concentrate his effansthe acquisition of Rombach, he took the
lead and started negotiations with a central playéazi economic planning: Hermann von
Hanneken, Gdring's plenipotentiary for the iron abtekl management and also head of the
corresponding department of the ministry of ecomsmFlick and his Berlin management
knew Hanneken well from negotiations about the eoms armament production before the
war, and also from some talks about Polish iron steel works in Upper Silesia that he fi-
nally had not overtaken because of their bad cmmd@&nd lack of a coal basis. Flick now
turned this renunciation into a "moral claim” fofFeench steel work seemingly in a much
better state and, for the above named reasonsjrdgitting into his concern much better. It
was one of the first steps towards Flick's suctleas Hanneken accepted this argument in
general; another favorable instance was Harpertesexcapacity of hard coal which Flick
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even promised to enlarge while the Ruhr combinéfersa from a lack of coal. Also helpful
was the flow of information from Hanneken's appasa#n official named Carl Kuttner, who
was working on a preliminary plan for the distriloat of the formerly French steel industry,
advanced Flick's arguments and held a close cownitittHans Hahl, one of Flick's employ-
ees — and not much later, he would take over Halkition in the concern's headquarter.
Although, according to Hahl and Kuttner, Hannekedministration already had decided to
give him what he wanted, Flick decided not to takg risk and finally presented his claim to
Goring and his secretary of state Paul Korner. Was probably one of the reasons why he
achieved his objective in spite of another promin€grman industrialist's intervention:
Hermann Rd&chling in the last moment tried to pedsudanneken to hand over Rombach to
himself, but Flick knew better how and when to nege on the various levels of the Nazi
economic system. In January 1941, Rombach waslacger a so called trusteeship of the
Flick concern and henceforth run by an operatingmany established by Harpen and Max-

hitte, recruiting the leading staff from the latter

This brief sketch of the Rombach case indicatesaaacteristic pattern of expansion: Experts
from the producing subsidiaries brought in theg@al knowledge to prepare information and
operate plants, while Flick's headquarter remairesghonsible for final decisions and net-
working on the higher political levels. This diwsi of labor between the holding company
and the management of subsidiaries can also bevelolsm the second case study where the
various levels of the concern even worked paraliehe same time. Expanding the concern's
wagon building capacities was a reasonable strateggidering the transport demand in a
“civilian", German ruled European economy after Wa. The Latvian wagon plaMairogs
thus at least in the medium run seemed to fit theoconcern's structure. Different from the
Rombach case, the first initiative this time cammnT a subsidiary, the wagon building com-
pany Busch at Bautzen. In July 1941, the plenig@gnfor the concern’'s manufacturing sec-
tor Bernhard Weiss received a first exposé abaufdhbtory — tentatively optimistic about its
potential, but primarily warning that competitorfstioe concern might attempt to take it over.
Within weeks, Flick and his Berlin management attd various contacts to declare their
preliminary interest and arrange for a visit ofaneern representative to Riga. The visitor,

however, was not Weiss, but Bautzen's chairmannioRa&ichert.

Initiatives were suspended for some months untidune 1942 Flick was informed that the

army's armament administration was planning to hared the plant to his competitor Krupp

in the very near future. Again, activities werertgtd on different levels: While the Berlin top
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management substantiated its claim to the miligmhyinistration, Weiss and Reichert for the
same reason traveled to Riga. Finally, Krupp wagpldced shortly before an already negoti-
ated contract could be concluded; instead, in S&mpte 1942 a trusteeship agreement could
be signed by Bautzen. After Flick's wagon buildad laken over the trusteeship, a chief en-
gineer was delegated from Bautzen to manage thw. pdter Vairogs was under Bautzen's

leadership, it soon became obvious that this wasopect of much lower strategical signifi-

cance than Rombach but more of an occasional diear&ot much money was invested, but
the Nazi state anyway was keeping the entrepreaieisk and also covering the operational

cost.

The same calculus applied to the third object gfa@sion, the limited liability company
Dnjepr-Sahl. Dnjepr-Stahl was an operating company for a cempf Ukrainian iron, steel
and pipe works that were to rebuilt and operatethkyFlick concern, or more precisely Mit-
telstahl, in cooperation with Reichswerke Hermariri®y. Immediately following the Ger-
man attack on the Soviet Union, steel industrigligmained tentatively interested in the
huge, but partly devastated Soviet areas of haalystry. Odilo Burkart for example, Flick's
plenipotentiary for the iron and steel sector, adsein August 1941 discussed perspectives
with Hannekens immediate subordinate. About one hgear, so called "sponsorships” (com-
parable to the trusteeships in other occupied nsjiavere to be distributed. The Flick con-
cern now again started activities on different Is\at the same time: Friedrich Flick contacted
his counterpart Paul Pleiger, head of Reichswerktadso Goring's appointee for the distri-
bution of formerly Soviet plants and mines. On ltheer level, one can meet again Carl Kutt-
ner, meanwhile working for the competent militarytreority, the Economic Staff East
(Wirtschaftsstab Ost); and not much later to beaged by Dnjepr Stahl GmbH. This "spon-
sorship” joint venture of Mittelstahl and Reichskercould be founded in January 1943, after
Kattner had forthrightly done his lobby work in favof Flick — and against the claims of
Krupp. Dnjepr Stahl finally administrated a muchgker complex of devastated iron and pipe
works than Flick's headquarter initially had hoped The rebuilding success of these plants
was far from initial planning in the end as alrealyhe summer of 1943 the territory had to
be evacuated because of the military developmentsagain, Flick's costs were minimal, and

an entrepreneurial risk did not exist.

In summary, Flick and his leading staff during W pursued the same growth strategy as in

the 1930s, i.e. enlarging a complex of interdepatideertically integrated production units

while the risk of investment in only war-relatecpaaities was shifted on to the state. Expan-
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sion beyond the borders thus played an importéthbugh in the three cases different role for
the mid-term strategy of concern growth. DnjeprhBsaperspectives were completely un-
clear; this adventure started when the Third Réth already begun to loose the war in the
East, and no ideas were developed about the inimgraith other producing subsidiaries.
Vairogs was obviously regarded as a reasonablegemient for the concern's wagon sector
in the medium term, whereas Rombach seemed terfi¢gtly into an existing combination of
coal and steel between Harpen and Maxhutte — a ridecation was Flick's willingness to

invest large sums of own money for the modernizatibthe works.

In all of the three cases, Flick managed to outroeampetitors as influential as Krupp and
Rdchling; the "hard facts" of the concern's ecormmiportance for military purposes thus
are not a sufficient explanation of his successsiicceed in competition, the concern could
rely on its peculiar organization, i.e. a specifiteraction between the managements of the
holding company and its production units. All thiseses illustrate the advantages of a char-
acteristic division of labor between Flick's Berhradquarter and the producing subsidiaries.
Negotiations with central political and militarythorities lay in the hands of Friedrich Flick
and the two experts for steel and wagon buildingragrhis plenipotentiaries, Odilo Burkart
and Bernhard Weiss; Flick himself was a kind ofdotator of last resort”, reserving his
presence to important exponents of the regimeRikeger, Hanneken or Goring. The tasks of
collecting information and operating plants weré¢ aoly delegated to the management of
production companies — Maxhiitte and Harpen, BusaltZn and Mittelstahl —, the concern

leadership could also count on their own initiative

This organization of expansion in turn facilitatde speed and flexibility of enlarging the
concern's network of contact persons in politiaireaucratic and military institutions. Ta-
king into account political circumstances, cultingtpolitical contacts and exploiting them in
tactical negotiations had always been some of Bligkominent skills; it was thus no wonder
that parallel lobbying on the different levels betconcern hierarchy became an important
strength in the competition for foreign objectsesfpansion. Especially the case of Vairogs
demonstrates the efficient utilization of a flexilpolitical-military network. To sum up the
Flick experience, flexible organization of a compa@an, especially in case of a diversified
concern, obviously be a helpful tool for networkinglthough one should be cautious to gen-
eralize this finding as long as we don't have caaipa studies analyzing the interplay of the

various hierarchy levels of other concerns.



