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ABSTRACT

This study examines two pivotal events in the Flick Concern’s relations with
the Nazi state: the manner in which it was coerced into supporting the estab-
lishment of the state-dominated Reichswerke Hermann Géring and the
manner in which it cooperated with the state to fulfill its racial goal of
“aryanizing” Jewish property. These two events, usually examined in isola-
tion, share in common the Nazi principle of usufructary (Nutzniesser) which
gave the state the right to use private property as it saw fit and defined rela-
tions between industry and state.

Scholars have often operated on the assumption that Nazi economic policy lacked
any sort of ideological coherency and was a series of half-measures formulated to meet
the exigencies of the moment and the demands of rearmament.’ They suggest that in
the absence of ideological norms, the corporate elite of Germany took advantage, even
manipulated, Nazi economic policies because of the state’s single-minded goal of rearma-
ment and recovery from the Depression.

Nazi economic ideology was founded on the principle that the economy must serve
the political and social goals as defined by the state. The Nazis sought to create a fully
integrated national community (Volksgemeinschaft) in which only members of the na-
tion, defined in racial terms, belonged. As members of the national community; the state
expected everyone to place the needs of the community before the needs of the indi-
vidual.2 This view is embodied in the concept of usufructary (Nuzzniesser) which is
defined “as the right to use (usufructum) property belonging to the people as a whole,
while the state is under obligation to supervise this use.”® Consequently; the Nazi economy
was not anti-capitalist as such, but it was anti-liberal because the state progressively inter-
fered with free competition and imposed greater systems of control on private enterprise.

Subsequently, the Nazi economic system altered the relationship between industry
and state. For example, capitalists could continue to make profits, but they were ex-
pected to reinvest their capital in the state economy. Hence, Peter Hayes describes indus-
try-state relations as a poker game where “the house shuffles, deals, determines the ante
and the wild cards, and can change them at will, even when there is a ceiling on win-
nings, which may be spent only as the casino permits and for the most part only on the
premises.” A more concise description offered by Avraham Barkai, in his study of Nazi
economics, suggests that industrialists were “sleeping partners” having “no real say with
regard to far-reaching objectives of economic policy. In short, industrialists cooper-
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ated with the state, but their relations cannot be described as friendly or equal. These
terms are useless when one considers the potential power of the state embodied in the
usufructary principle.

In order to understand how the state utilized the usufructary principle in its dealings
with industry, an examination of individual cases where industrialists tested (consciously
or not) the state’s willingness to exercise this principle is useful. The Flick Concern,
because it is usually thought to have enjoyed a favored position in the Third Reich, serves
as a case study to examine its relations with the state more critically.* The Flick Concern
became one of the largest coal, steel, and manufacturing corporations in Germany dur-
ing the Nazi era. Some of its expansion was made possible by virtue of German rearma-
ment and racial policies — agendas set by the state that provided opportunities and risks
that were inconceivable before the Nazi era.’”

For example, executives of the Flick Concern were coerced to support the establish-
ment of the state-dominated industrial concern, the Reichswerke Hermann Goring, at
the same time, it cooperated with the state’s racial policies to acquire Jewish-owned busi-
nesses, a process known as “aryanization,” that contributed to the firm’s efforts to create
a fully integrated combine. When these two encounters with the state in peacetime are
examined in isolation, which is the conventional approach, the nature of industry-state
relations in the Third Reich appears to be defined by one of two extremes, either coer-
cion or cooperation. However, the relations were more complex and fell somewhere in
between depending upon the needs of the German national community as defined by
the state, which was creating a state free of Jews and preparing Germany for war. The
juxtaposition of the Flick Concern’s involvement in the establishment of the Reichswerke
Hermann Géring and its cooperation in the “aryanization” of Jewish coal mining opera-
tions, the Julius and Ignaz Petschek groups, provides evidence that the two goals share in
common the principle of usufructary. This coherent and consistent ideology of the
Nazis which brought both advantages and disadvantages to “aryan” corporations like the
Flick Concern and was a definitive feature of its relations with the state.

Common knowledge maintains that Adolf Hitler was eager to rearm Germany as
rapidly as possible, but practical obstacles to fulfilling this goal existed because of a
shortage of domestic raw materials and foreign currency to purchase critical supplies
abroad.® In the field of iron production, a solution to shortages was to encourage greater
exploitation of Germany’s domestic resources. However, industrialists within Germany
were reluctant to undertake such a project for several reasons, but the most important
was the issue of cost. Iron ore was cheaper to purchase from abroad, especially Sweden
and Spain, than investing in the more expensive methods of extracting and processing
lower grade iron ore deposits located in Germany. But the question of higher costs to
produce domestic iron ores proved a moot point from the Nazi perspective.

As early as February 1935, Wilhelm Keppler, an economic advisor to Hitler, had
already suggested to industrialists in the Ruhr that the state might use forcible measures
to gain the support of private industry to develop domestic iron ore production.” The
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following year Hitler created the Office of the Four Year Plan under Hermann Géring’s
leadership, which promoted the production of domestic raw material resources and sub-
stitute materials. As Hitler laid out in the Four Year Plan, the future of Germany’s war
economy should not depend on imports, and if German industry did not support Hitler’s
new economic task, then a few industrialists “will go under.”*® Profits and costs did not
enter the state’s calculations if the needs of the national community were at risk.!!

In December 1936, Goring warned, “if anyone cannot decide himself on the ex-
ploitation of the mines, he must sell his property; so that other people can do so.””*> This
veiled threat to industrialists, who were reluctant to cooperate with the state’s agenda,
prompted a number of meetings between Ruhr industrialists including members of the
Flick group, Goring, Keppler, and the eventual leader of the Reichswerke, Paul Pleiger.
In the course of these talks, Keppler and Pleiger became convinced that German indus-
trialists remained uncooperative and that the only way Germany could increase its ex-
ploitation of domestic iron ores was through the establishment of a state company that
would exploit and process mineral deposits. In July 1937, Géring announced plans to
do just this. Those companies which had begun extracting ores in the Ruhr’s Salzgitter
region would be compelled to hand over these supplies to the Reich in exchange for a
percentage of the share holdings in the state company, but the state would retain a major-
ity

At this point, several Ruhr industrialists became more active in resisting Goring’s
plans, tacitly challenging the state’s commitment to exercise its usufructary powers. Ernst
Poensgen and Albert Végler, both of the Stahlverein (Vereinigte Stahlwerke AG), led the
opposition by composing a memo (Denkschrift) during a series of meetings, in which the
men set out their opposition to Géring’s plans. Géring, through hidden microphones,
taped telephone conversations, and an inside informer, monitored the progress of these
discussions.*

In these turn of events referred to by R. J. Overy as the “Reichswerke crisis,” limited
documentation exists on the Flick group’s behavior, but it subtly defended its self-inter-
ests. Although Friedrich Flick disapproved of the establishment of the Reichswerlke, he
was unwilling to become embroiled in a fight over the larger issue of the freedom of
private industry. He expressed concerned that the Poensgen memo was too contentious
and did not offer any alternative proposal.’” Because one of the companies in the Flick
Concern (Eisenwerke Gesellschaft Maximilianshiitte) had begun exploiting lower grade
otes, Otto Steinbrink, one of Flick’s associates, hoped to convince Géring of their will-
ingness to cooperate.'® Therefore, while Flick and his associates participated in Poensgen'’s
meetings to obstruct the state’s initiative, they entered negotiations with state officials for
the possible transfer of property.

Assessing Flick’s behavior becomes even more problematical for the historian when
we consider a thank-you note which Géring sent Flick on 13 August 1937. In the note,
Goring acknowledged the negotiations which Steinbrinck was conducting with Pleiger
of the Reichswerke, and he expressed his appreciation for Flick’s willingness to place
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himself “in opposition to other leaders of the German iron and steel industry.”” Ten
years later, the United States military tribunal prosecution team used this document to
prove the existence of an “unholy trinity” between industry, state and the military in the
Third Reich — an image that until recently has been widely accepted.’® Yet, to under-
stand the significance of this document, it is necessary to place it in the larger context of
events to determine if the thank-you note is evidence of a favored position.

What was Friedrich Flick’s immediate reaction to the note? He continued to par-
ticipate in the discussions spearheaded by Poensgen which suggests that he was commit-
ted to keeping his options open. For example, in a meeting with Ruhr industrialists on
20 August, Flick expressed his preference that the Ruhr industrialists’ offer to create a
community enterprise (Gemeinschaftsunternehmen) in lieu of the Reichswerke.! A
few days later, when the final draft of the memo was completed, Flick and several indus-
trialists refused to sign it having received a veiled warning from Goring that opposition
to the Reichswerke was increasingly taking the form of sabotage.”® Opposition to the
Reichswerke fell apart, Flick, who had already expressed a preference for the path of
accommeodation, focused solely on negotiations with Pleiger that took several months to
finalize the cession of mines and investment in the Reichswerke project. Flick recog-
nized the industrialists’ political impotence and acted on the morally neutral principle
that “business is business.”

The “Reichswerke crisis” affirmed the Nazi principle of usufructary and a willing-
ness on the part of state officials to wield their power to obtain the cooperation of corpo-
rate leaders. In the eyes of Nazi officials, individual industrialists were not meeting the
needs of the national community. What would have happened had the industrialists
persisted with their opposition is unknown, but the rapidity in which the opposition
collapsed suggests that the industrialists were intimidated or at least unwilling to take
chances. The lesson which the Flick group took away from the affair suggests that Flick,
cautious from the beginning, decided that accommodation with the state was the better
course because it was willing to exercise its authority in defense of this principle.

The significance of Géring’s thank-you note to Flick extends beyond the immediate
context of the “Reichswerke crisis” because of the image it promotes of an “unholy trin-
ity.” Historians suggest that Flick was rewarded for cooperation in the founding of the
Reichswerke by being invited to expand his concern through “aryanization.”” However
little evidence exists to support this suggestion with the exception of the timing of the
events. “Cooperation” during the Reichswerke crisis did not carry over into other facets
of industry-state relations. Rather, in the fall of 1937, when pressure to “aryanize” Jewish
property began to mount, the Flick group insinuated itself into “aryanization” projects.
It convinced state officials, some of the same men involved in the creation of the
Reichswerlke, that it needed the Jewish property and could provide effective leadership to
“aryanize” it.

Countless factors came into play during each “aryanization” in which the Flick group
participated making generalizations difficult. These factors included the willingness of
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individual Jews to sell their businesses or share holdings, the terms of negotiation such as
demanding payment in cash or foreign currency, the potential international business
connections of the Jewish firm, the ability to find an “aryan” willing and able to purchase
assets, the priority assigned by the state to individual cases of “aryanization,” and what
sort of coercive measures the state used which increased as Germany came closer to war.
Between 1937 and 1939, the Flick group involved itself in three “aryanization” projects
in order to expand its lignite coal supplies. This paper focuses on the “aryanizations” of
the separately owned and operated Julius and Ignaz Petschek enterprises because these
projects were assigned to Flick by Hermann Géring.

The starting point for most historians examining the “aryanizations” of the Petschek
properties has been 2 mandate given to Friedrich Flick by Hermann Goring in January
1938. The text of the mandate is brief enough to quote in its entirety:

For the preliminary solution of the Petschek problem, I herewith empower
you to take up negotiations with the responsible persons of the Ignaz Petschek
and Julius Petschek groups for the purpose of ascertaining the possibilities of
acquisition and the groups terms of acquisition for the whole property. 1
authorize you to carry on the negotiations alone, but you are also entitled to
act on behalf of a group. Before the conclusion of the negotiations I have to
be approached for a decision. [Handwritten] The right of distribution of the
property I reserve to myself.”

When this mandate is read in isolation, it undoubtedly proves that the Flick group
enjoyed a favored position with the state in comparison to other industrialists in the
Third Reich. Flick's leadership received privileges above other “aryan” industrialists in-
terested in the Petscheks properties giving the Flick group a distinct advantage. How-
ever, historical accounts that begin with the January mandate ignore two important facts.

First, the Flick group obtain the authorization from Géring only after several weeks
of negotiations with Keppler and other officials in the Four Year Plan to persuade them
that it should be given due consideration in the distribution of Jewish property.* Through
the scope of these talks, Flick and his associates learned that the best possible means to
guarantee its inclusion in this process was by persuading pertinent state officials, particu-
larly Hermann Géring, of its ability to negotiate a deal with the Petscheks. When the
Julius Petschel’s negotiations with two other German firms fell apartin December 1937,
the Flick group stepped in and got the opportunity to prove their leadership abilities.**

Second, Géring's caveat reserving the right to approve any deal and distribute the
property as he saw fit was a succinct expression of the usufructary principle. This had the
potential of working against Flick’s own interests which is readily obvious when we ex-
amine the longevity of the mandate during both the “aryanizations” of the Julius and
Ignaz Petschek properties. Goring's potential veto gave him the power to intervene in
the negotiations at any time, and he could have revoked the mandate if the Flick group
failed to accomplish its goal. And Friedrich Flick believed this was possible as demon-
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strated in the “aryanizations” of both Petschek groups. During the negotiations with the
Julius Petschek group, Flick sought assurances from Géring that he would not supplant
the concern’s efforts and simply seize the property for the state. Andin the “aryanization”
of the Ignaz Petschek property the mandate proved useless in guaranteeing the Flick
Group that it would acquire any part of the Ignaz Petschek lignite coal mines.

In late January, the Flick group met for the first time with representatives of the
Julius Petschek interests, an American, George Murnane, The Petscheks were in the
process of selling their assets to an American-British holding company United Continen-
tal Corporation in an effort to delay or prevent “aryanization.” Quickly, the negotiations
between Flick and Murnane stalled over the issue of payment in foreign currency which
the American representative demanded.> This was a form of payment which Hermann
Goring ruled out because Germany was already suffering from a foreign currency short-
age. Subsequently, for several weeks very little occurred in the negotiations with the
Petscheks, but state officials were becoming impatient.? In fact, in April 1938, when
Goring issued a decree against Jews in the economy, which tacitly gave him the authority
to expropriate Jewish property and appeared to supplant the Flick group’s efforts, Friedrich
Flick sought personal reassurance that Géring had no intention of simply confiscating
the Petschek property by exercising its usufructary power.?”

By late May, George Murnane struck a deal; he realized that his negotiating position
was being weakened by the radicalization of Nazi persecution of Jews. He lowered the
asking price to half the original amount but still demanded payment in foreign currency.
Given the much lower price, Flick was able to secure Goring’s approval to pay Murnane
in American dollars. Goring’s concession, while it aided the Flick group, was dictated by
the Nazi racial imperative to eliminate Jews from the economy, not a manifestation of
friendship with Flick.* Indeed, the Flick group discovered in the “aryanization” of the
Ignaz Petschek property how tenuous advantages could be.

The January 1938 mandate from Géring applied in theory to both the Ignaz and
Julius Petschek groups. However, the Ignaz Petscheks were not looking for a buyer. In
fact, no one company would have had enough capital to buy out the Petschek conglom-
eration, and no evidence exists to indicate that the Flick group attempted to speak di-
rectly with this group.”” Instead, Flick and his associates, convinced that the state would
play a more dominant role in “aryanizing” this property; sought to guarantee that their
interests would be given proper consideration in the distribution of the Ignaz Petschek
property.®® Therefore, rather than using the mandate to assume leadership over the
“aryanization” of the Ignaz Petschek properties, the Flick group tried to invoke the man-
date in order to justify their inclusion in the distribution of the property.*!

Because the Ignaz Petschek group was unwilling to negotiate with either the state or
private industry, by mid July 1938, an inter-ministerial committee was established to
“solve the Petschek problem.” This committee was composed primarily of representa-
tives from the Ministries of Justice, Economics, and Finance, who began to investigate
the various assets of the Petschek holdings in an effort to find a “legal” way to expropriate
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the property. The Petscheks were investigated for alleged tax violations, and ultimately
this created the pretense to seize the property.”® But for several months the inter-minis-
terial committee was reluctant to seize the Petschek property outright because they were
concerned that an illegal expropriation of property, even Jewish property; could engen-
der fears among the German public that the state was anti-capitalist and lead to lawsuits
by foreign and “aryan” investors.*

By the end of 1938 and early 1939, when the confiscation of the Ignaz Petschek
property would be partially affected by the establishment of a trusteeship over the prop-
erty (e.g. usufructary), the Flick group briefly considered invoking Goring’s mandate in
an effort to become one of the trustees.” This proved to be futile and the Flick group
sought reassurances from government officials that they would be included in the redis-
tribution of lignite properties belonging to the Ignaz Petschek group.® Perhaps realizing
that their group might even be excluded from this, Friedrich Flick and Otto Steinbrinck
entered negotiations with the Reichswerke Hermann Gbring, which they assumed would
receive part (if not all) of the Petschek properties. Therefore, they “put out feelers” to see
if the Reichswerke would engage in an exchange of property.”’

The Reichswerke possessed a greater need of hard coal (Steinkohle) properties lo-
cated in the Ruhr than in the lignite ( Braunkoble) properties belonging to the Petscheks
in central Germany. Flick proposed to exchange part of his hard coal mines (Harpener
Bergbau AG) located in the Ruhr for the Petschek lignite mines located in central Ger-
many; the location would strengthen Flick’s market position in this region. For the
Reichswerke, the advantage of entering these negotiations was rooted in Pleiger’s efforts
to secure a private source of hard coal free from the market controls of the coal syndicate
which dominated coal transactions.® When the Ignaz Petchek property was placed
under a trusteeship, these negotiations were pursued with conviction but fraught with
difficulties and often degenerated into acrimonious debates over details. Yet, these were
not debates between equal participants because the Reichswerke was a state company
and had the potential to wield extensive powers as evident when the company was estab-
lished in 1937. \

The negotiations revolved around two major issues: the selection and valuation of
properties to be exchanged and the means in which the lignite property would be trans-
ferred and exchanged.® Pleiger, given the political necessity of his task to produce do-
mestic iron ore, consistently dismissed arguments made by Flick and Steinbrinck that an
even exchange was unfair.®* This stance not only led to an escalation in demands on
both sides, but when war appeared imminent, the state threatened the Flick group with
the possibility that its hard coal mines, which the Reichswerke wanted, would simply be
expropriated without any compensation.”’ The negotiations became so tense that by
November 1939, Flick, threatened to pull out of the negotiations entirely. When Flick
sought Goring’s personal intervention, he was rebuffed with the explanation that he was
busy with other matters.” In addition, Flick had lost credibility with state officials
involved in armaments production. For example, some officials within the Ministry of
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Economics condemned the Flick group’s negotiating tactics as counter-productive to the
needs of the state at war and not in the interests of the community.” The Flick group
and the Reichswerke did conclude an agreement in which Flick received parts of the
Ignaz Petschek property in exchange for a large percentage of his hard coal mines, but the
deal was no longer on Flick’s terms and he would later express disappointment.* The
exchange deal with the Reichswerke proved that Géring was unwilling to intervene on
Flick's behalfand confirms the tenuous nature of any favorable position which the indus-
trialist might have enjoyed. Capitalists operated in a world in which the state tolerated
free enterprise if it benefited the national community.

An argument that the establishment of the Reichswerke and the “aryanization” of
Jewish property share a common element, the state’s use of its usufructary powers, may
contribute to an apologetic view of industrialists. This is not the intent. But the experi-
ence of the Flick Concern must be contextualized by recognizing that Nazi economic
ideology had greater coherency and consistency than most scholars suggest. And the
consistent element in the states relations with the Flick Concern during the “Reichswerke
crisis” and the “aryanization” cases was its willingness to supervise the use of private
property (usufructum) — a principle that carried far beyond the mere acquisition or
investment in property discussed here. Scholars who fail to take this into account miss
the point when they use phrases like “friendly understanding” and “favored position” to
describe the Flick group’s relations with the state. These terms were relative to the politi-
cal circumstances at any given moment in the Third Reich. Dealing with state officials
in the foundation of the Reichswerke and the subsequent negotiations for Ignaz Petschek
property were unpleasant experiences for the Flick group; they were reminded that their
interests were subordinate to the state’s goals. Conversely, Goring’s mandate facilitated
the acquisition of the Julius Petschek coal mines by excluding “aryan” competitors and
pressure to bear on Petschek representatives. Undoubtedly, in this case, state actions
benefited the Flick group, but this was done to further the racial goal of “aryanization,”
not the expansion of private industry per se.

Avraham Barkai’s concept of “sleeping partners” or Peter Hayes’ analogy to a poker
game are useful in understanding the defining features of industry-state relations in the
Nazi era. These analogies certainly seem to apply to Friedrich Flick and his associates.
Although not stated in so many words, the Flick group recognized the usufructary prin-
ciple and behaved opportunistically, even if agreements did not always occur on its terms.
After all, “business is business,” and little room existed for moral compunction when the
expansion of your firm and control of markets was at stake. Revisiting the events of the
“Reichswerke crisis,” particularly noting Flick’s participation, demonstrates the author-
ity which the Nazi state officials were willing to use if necessary. Juxtaposing this occa-
sion with less well known “aryanization” of the Julius and Ignaz Petschek property, in
which the Flick group has traditionally been thought to have an advantage, begs for a
more critical approach to numerous other encounters between industry and state where
the former is often seen as having considerable latitude.
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