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THE RELATIONS BETWEEN THE BANKS AND THE WESTPHALIAN HEAVY
INDUSTRY 1918-1932: THREE CASE STDDIES

By Harald Wixforth

Many historians and economists have been occupied with the
problem of the relations between banks and industry. But in
their many books and articles  they only discussed this problem
theoretically, or they tried to analyze it as a part of a
description of the development of the modern banking system in
the age of capitalism.'

For Gennany also we lack a precise empirital  study of this
subjett, based on material compiled  from different archives of
banks or industrial enterprises. One major reason for this
deficit might be the complexity of this problem, which makes
such an empirital study for the whole of the relations between
banks and industry impossible. Another reason was, until now,
the difficulty to find enough empirital material for an
adequate number of exact case studies. If this is to be met,
then the only practical way to obtain these case studies is to
concentrate on particular enterprises in particular
industries, and to select enterprises of the most important
branch of industry of a certain period of investigation. In
Germany during the time of the Weimarer  Republic, this branch
was the heavy industry with a percentage of 20,3 % of the net
value of output.'

' The most important books concerning Germany are: M.
Gehr, Das Verhältnis der Banken zur Industrie in Deutschland
1850-1931, Tiibingen 1960; K. Gossweiler, Grossbanken-
Industrie-monopole-Staat 1914-1932, Berlin 1971; W. Hagemann,
Das Verhältnis der deutschen Grossbanke zur Industrie, Berlin
1930; 0. Jeidels, Das Verhältnis der deutschen Grossbanken zur
Industrie, Leipzig 1905; J. Riesser, Die deutschen Grossbanken
und ihre Konzentration, Glashütten/Taunus (4) 1973; M.
Wittkowski, Grossbanken und Industrie in Deutschland 1924-
1931, Tampere 1937.

' See R. Wagenfiihr, Die Industriewirtschaft,
Entwicklungstendenzen der deutschen und intwernationalen
Industrieproduktion 1860 bis 1932, in Vierteljahreshefte zur
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From 1918 - 1932 the largest enterprises of this branch
could be found in the Ruhr region. The fnct, that for these
enterprises enough empirital  material is available,  led to the
decision to undertake a research project of analyzing  more
precisely the relations between the banks and the Westphalian
heavy industy - as the so talled "centre" of this industry in
Gennany - from 1918 to 1932. The following three case studies
are the first results of this research project, which also give
hints at the problems and difficulties of handling the
empirital material.

TKPSSEN

1) Short Review of the Development of the Trust

During the period of investigation, 1918-1932, the Thyssen
trust was a complex  formation of different enterprises in the
sphere of mining and iron and steel production. The real
nucleus of the trust was the "August-Thyssen-Hiitte,
Gewerkschaft" (ATH). The beginning of this enterprise dates
back to the year 1867 with the foundation of the "Gewerkschaft
Hamborn", whose name was changed into "Gewerkschaft Deutscher
Kaiser" (GDK) in 1871. After August Thyssen had become the new
chairman of the mining board of this enterprise - which he
already had entered in 1883 - in 1889, the GDK began a dynamit
process of expansion especially  in mining and in iron and steel
production. Under the leadership, of August Thyssen, who from
1891 was als0 the only proprietor of the shares of the
Gewerkschaft - the so talled "Kuxe" - , the GDK enlarged its
coal basis not only by establishing new pits and collieries,
but also by the affiliation of other "Gewerkschaften" by the
acquisiton of the majority of their shares. The extension of
the steel production was attained by the construction of new
steelworks and rolling mills in Duisburg-Bruckhausen, by the

Konjunkturforshung, Sonderheft 31, Berlin 1933, p, 56.
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construction of new blast furnaces o f the "AG fiir
Hiittenbetrieb" in Duisburg-Ruhrort, which also belonged to the
Thyssen trust, and by the foundation of the "Stahlwerk Thyssen
AG" in Hagendingen, where the iron ore from the
Lorraine Minettearea was intended to be smelted. 3

The end of World War One marked also the end of the process
of expansion of the Thyssen trust. The tonversion  of the arms
producing machinery into a new one, suitable for the demands of
peace, the occupation of the Rhineland, and a number of
strikes in the factories of the trust caused not only a sharp
decline in production, but also a temporary shutdown of some
factories. In order to anticipate the danger of socialization
of the mining sector, in January, 1919, the "Gewerkschaft
Deutscher Kaiser" was divided into twe "August-Thyssen-Hiitte,
Gewerkschaft" (ATH), which included the iron - and steel works
and the rolling  milis of the trust, and the "Gewerkschaft

Friedrich Thyssen", which carried on the collieries  of the
former GDK.4

Apart from a participation  in two small steelworks in the
Sieger- land, the Thyssen trust did not affiliate any other
enterprises after World War One. On the other hand the
management of the trust decided to enlarge and to modernize the
old plant and machinery, whose capacities had to be adapted to
the new conditions  of production. In the spring of 1926 almost
the whole plant of the trust was transferred to the "Vereinigte
Stahlwerke", which had been founded in January, 1926.5

3 See W. Treue, Die Feuer verlöschen  nie, Bd. 1,
lXi;XiE;;orf 1966! pp. 94 ff., 114 ff.; P. Arnst, August

in Rhennisch-Westfählische Wirtschaftsbrographien,
Bd. II.'Miinster 1934, p. 116 ff.

4 W. Treue, a.a., p. 212 ff., Thyssenarchiv (TA), A
56417, A 1567.

5 W. Treue, ibid., p. 241 ff.
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2) The Relations between the Thyssen Trust and the Banks

The possibility to find some hints at the relations between the
Thyssen trust and the banks by an analysis of the capita1
structure of its real nucleus and holding company, the "August-
Thyssen-Hiitte, Gewerkschaft"(ATH), must be considered to be
highly doubtful for the period 1919-1926, the date of the
incorporation  in the Vereinigte Stahlwerke. First, it is not
possible to diverse the balanaces of the proprietors or
"Gewerken" of the ATH from the balante sheets between 1912 and
1926. For that reason it is impossible to evaluate exactly the
real amount of the equity capita1 of the ATH, which consists of
the so-talled "Zubusse" and the balantes of the proprietors.
But the amount of the equity capita1 is the most decisive
factor for the calculation of the ratio of self-financing to
outside financing. The question, to what extent of the fixed
capita1 of this enterprise was self-financed or outside-
financed, cannot be answered. The setond great hindrance  is the
fatt that during the period of inflation until the
"Goldmarkeröffnungsbilanz" after the stabilization of the
German currency in 1924, the fixed capita1 was given a very low
volume in the balante sheets of the ATH, whereas the other
balante items were presented as inflated figures.6

So the development of the capita1 structure of the ATH
cannot be analyzed. Neither the development of the fixed
capita1 and of the profitableness of the ATH, nor the
development of the outside funds can be stated exactly. For
that reason it is impossible to answer the question of a
growing or declining dependence of the ATH on bank credits.'

Another factor might throw some light on the relations
between banks and industry ,and that is the interlocking of

' See TA, A 3270.

' Especially Rudolf Hilferding emphasizes the growing
dependence on longterm bank credits of the industrial
enterprises as the decisive condition  for the establishment
of the supremacy of the banks over the industrial sector; see
R. Hilferding, Das Finanzkapital, Frankfurt 1973, p. 118 ff.
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industrial enterprises and banks by the joint ownership of
shares and by the membership of bankers in the boards of
directors. In case of the ATH the preconditions for such an
interlocking did not exist. The corporate structure as a
"Gewerkschaft" implied, that for the ATH one can find meither
the "instrument" of shares nor the institution of the board of
directors.'

Before the First World War, August Thyssen was the only
proprietor of the whole capita1 of the ATH. Also in 1919 and

1920 he held the majority of 750 Kuxe in his hands, whereas his
two nephews possessed 125 Kuxe each. In 1921, August Thyssen
divided  up his possession of Kuxe to his two sons Fritz and
Heinrich. In 1924 and 1925, a part of the Kuxe of the ATH was

transferred to other enterprises belonging to the Thyssen
trust. In the annual meeting of the "Gewerken" of the ATH in
December, 1925, the followinq was the distribution of the Kuxe:

Fritz Thyssen and Heinrich Thyssen-Bornemissa both 324 Kuxe,
Julius and Hans Thyssen both 108 Kuxe, Thyssen & Co. AG 128
Kuxe and the AG für Hiittenbetrieb 8 Kuxe. So the whole capita1
of the ATH from 1918 up to the transfer of the plants of the
Thyssen trust into the Vereinigte Stahlwerke were in the hands
of members of the Thyssen family or enterprises belonging to
the Thyssen trust. The same was true for the other companies of
the trust.'

The mininq board of the ATH also consisted only of members
of the Thyssen family or directors of other enterprises of the
trust. So the possibility for the banks to influence the
Thyssen trust by the ownership of shares (Kuxe) or by the
membership of bankers in the mining board and the annual
meeting of the "Gewerken" did not exist. The management of the

’ See  R. Hilferding, ibid., p. 120; but also H. Arndt,
Wirtschaftliche Macht, München 1974, p. 15 ff.; for exact
information about the "Gewerkschaft" see W. Friedrich, Die
Entwicklung des Rechts der berqrechtlichen Gewerkschaaft in
Preussen von 1850 bis zum Ersten Weltkrieg, in: N. Horn/J.
Kocka, Law and the Formation of the Biq Enterprises in the
19th and early 20th Centuries, Göttingen 1979, p. 190 ff.

' TA, A 601/1, A 769/1, A 788/1.
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Thyssen trust could maintain a great extent of autonomy without
any influence from outside.

This autonomy was strengthened by another factor. August
Thyssen knew very well how to make the most of the rivalry
between the banks, competing for business with the trust, and
turn it into his own favour.
During its development, the trust was in a position to set up
relations with a number of banks. In 1920 and 1921, for
example, Thyssen maintained relations with 26 different banks

in Gennany and abroad. Among these were all the "Berlin big
banks". For 1925/26 one could find relations with 29
different banks."

The management of the Thyssen trust always was able to set
in train new connections with other banks without regard to the
existing ones, if this was advantageous for the further
development of the trust. Thus, during the period of the German
inflation, a great part of the balantes was transferred to
accounts of the "Bank voor Handel en Scheepvaart" in Rotterdam
- which also belonged to the Thyssen trust - or to accounts of
English, American, and Dutch banks, where they were protected
from the effects of the decline of the German currency."

Thyssen also tried to avoid the danger of a dependence on
the "Berlin big banks" by other means. One of these was the
often used method of financing long-term investments by
mortgages. Thus, during  the First World War and the first years
of the German inflation, the trust raised money on mortgage at
several banks. Thyssen gained very much by this method of
financing, because it could pay back the loans granted on long
term in devaluated money during the years of inflation."

lo TA, A 768/3, A 815/1.

l1 Especially  to accounts of the Central Union Trust
Company, the Equitable Trust Company, Kleinwort & Sons, of
the H. Schröder Bank and to accounts of the bank Mendelssohn
in Amsterdam.

l2 Long-term loans were granted by the Deutsche
Hypothekenbank, the Schlesiche Grundcreditanstalt,  the
Norddeutsche Grund creditanstalt, but also by relief funds
like the Allgemeine Knappschaftsverein Bothum;  TA, A 770/1, A
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Thyssen also tried to substitute for the different services
offered  by the private banks by an intensification of the
transactions with the Reichsbank. Thus before and after the
First World War the Reichsbank office in Miilheim was among the
institutions, which ntade the highest turnovers in discounting
bills of exchange  and in acceptante  credits. This relation had
to be reduced after the stabilization of the Mark with the
beginning of the credit restrictions  of the Reichsbank in
April, 1924. But the long and good connections with the
Reichsbank allowed Fritz Thyssen to negotiate an agreement with
the Reichsbank directorate, whereby the Golddiskontbank, a
subsidiary Company of the Reichsbank, founded after the
inflation, granted  the trust a remarkable dollar acceptante
credit, by which raw materials could be bought from abroad.
This credit was prolonged several times and was redeemed in
May, 1926.13

In a period of general scantiness of foreign currency in
the years 1924/25 the Thyssen trust could get the foreign
currency necessary for the purchase  of raw materials from
abroad with the help of the Reichsbank and the Golddiskontbank
without any great problems. This constituted a great advantage
over Thyssens rivals. Thus, between the Thyssen trust and the
banks one cannot find a close interlocking with the banks
either by the ownership of shares and the memberships of
bankers in the mining board, or by a toncentration  of the bank
transactions on one bank or a bank syndicate. The management of
Thyssen was always able to take up relations with new finantial
institutions, if this was of advantage for the trust or if the
circumstances talled for it. This great extent of autonomy of
the management implied that there was no possibility for the
banks of influencing the management policies of the trust. In
this tontext  it goes without saying, that the banks also had no
real chance to achieve aims different from the interests of the

831/1.

l3 TA A 756/3.



management of the trust. The freedom of decision and the
autonomy of the management was not limited in any way.
This may be made clear by twe examples of several decisions  of
some importante  for the development of the trust.

The first important decision for the further development of
Thyssen was the splitting up of the mining sector and the iron
steel works of twe "Gewerkschaft Deutscher Kaiser" in
January,l919. This decision was exclusively August Thyssen's
own, "because of the uproar setting in at the end of the War
and the threat of socialisation especially  of the mining sector
it seemed to be advisable for August Thyssen to divide the
Hamborn miningl sector from the iron and steel works."14

The other members of the mining board were involved in this
decision only as advisors on fistal or legal questions. The
meeting of the "Gewerken" of the GDK at 28th March, 1919, which
consisted at this time only of August, Hans and Julius Thyssen
obviously agreed to this step. The decision to acquire the
majority of shares of two iron works in the Siegerland, the
"Friedrichshiitte AG" and the "Geisweider Eisen - und Stahlwerke
AG" was made similarly smoothly and without any influence from
outside.15

At the project  of the merger of Thyssen and the Rheinische
Braunkohle AG,, which was discussed  in January, 1921, but which
failed shortly afterwards, the banks also participated in the
role of spectmtors. Only August Thyssen's negative attitude
towards this plan, which was a proposal of the chairman of the
board of managers of Rheinbraun, Paul Silverberg, thwarted this
project.16

For all these events, sketched briefly above, no kind of
influencing of the management policy by the banks could be made
out. The negotiations of getting two loans in the USA in 1925
and in 1926, however, set the possible scene for one of the

l4 TA, A 1756.

l5 TA, A 603/4.

l6 TA, 847/1.
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"classical" conflicts between banks and industry, where both
Thyssen and the banks involved tried to achieve their aims
against the interests of the other.

Thyssen undertook the first step to get a larger and long-
term credit  in the USA in spring, 1924. The visit of one of the
managers of the bank Dillon-Read in Germany and his
conversations  with Fritz Thyssen led to the decision  to start
negotiations with this bank for the purpose of an issue of a
loan in the USA. These negotiations, beginning in the autumn of
1924, were handicapped for a long time by the plan to create a
German-American Company, which would raise a loan of 100 Mill.
dollars with a rate of interest of 8 % for six enterprises of
the heavy industry of the Ruhr region jointly. For that reason
Dillon-Read prolonged the negotiations with Thyssen
unnecessarily. Therefore, Thyssen contacted the bank of Goldman
& Sachs in New York. Simultaneously, Dillon-Read was threatened
with the breaking-off of the negotiations, pointing out that
another bank was also interested in the Thyssen loan. This hint
at the rivalry of another bank, which also wanted to issue the

pending loan, induced Dillen-Read to carry on the negotiations
with greater urgency and to bring them to a conclusion quickly.
The conditions  of the loan were a compromise. The amount of the
loan - with a span of five years - was fixed at 12 Mill.
dollars, not at 15 Mill., or 20 Mill. dollars, which was the
demand of Thyssen. On the other hand, Dillon-Read met Thyssen's
"ishes concerning the fixing of the price of issue at 98,5 %
(instead of the 99 %, claimed previously) and the fixing of the
price of taking over the loan at 93 % instead of the previously
required 91 % or 88 %. The loan was secured by mortgage, so
that a rate of interest  of 7 % was agreed, which was considered
as very favourable at this time. "

Thyssen could not gain his wishes as to the amount of the
loan, but the hint, that the rivals of Dillon-Read also were
interested in the loan,led to relative favourable conditions  of
the loan for the trust. This could hardly be described as a

l7 TA, A 830/1, A 830/2, A 831/1.
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one-sided result for the bank could achieve as against the
interests of the trust.

The same was true for the loan of 1926. Sinte Thyssen had
in the interim become well-known in the USA as a debtor of a
good standing, the conditions of the new loan of an amount of
5 Mill. dollars could be fixed at 99 % for the price of issue
and 94 % for the price of taking over the loan. A rate of
interest of 6 % was agreed. In the negotiations for this loan
too, both Thyssen and the issuing bank Dillon-Read showed a
great deal of readiness to compromise. No unilateral
enforcement of interests could be observed. The two loans were
converted in 1926 to one loan, taken over by the Vereinigte
Stahlwerke, which had been founded in January, 1926.

The banks did not succeed in gaining any influence, let
alone supremacy over the Thyssen trust, either by institutional
interlockings or by a participation  in management policies. The
entrepreneurial autonomy and freedom of action of the Thyssen
management was in no way limited by its relations with the
banks. The reasons for this autonomy must be seen in the
corporate structure of Thyssen as a "family  enterprise" with
the power of disposition of the capita1 of the trust in the
hands of the Thyssen family, and in the exploitation of the
keen rivalry among the banks to the advantage of the trust.

FRIEDR. KRUPP AG

1) Short Review of the Development of Krupp

No othe enterprise of the heavy industry was so much subjett to
publit discussion  and criticism  as the former "armoury"  in
Essen. Many books and articles have occupied themselves with
the history of the "big gun kings", their influence on German
politics and on German society during the Kaiserreich.
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The beginning of the Krupp trust dates back to the year
1811, with the foundation of a cast steel work in Essen, which
later became the nucleus of the trust, and in which primarily
steel for instruments, files, tanning tools and iron rolls was
produced."

As a result of the breakthrough of the arms production and
of the strong demand of products for railway construction in
the fifties of the last century, a period of dynamit  expansion
started. During this period a Bessemer steel work (1862), new
rolling mil16 (1864), a special rolling mil1 for rails, and a

m o d e m Siemens-Martin steel works (1869) were built.

Simultaneously, the supply of raw materials was guaranteed by

the acquisition of some iron works and the colliery  "Hannover"
in Bothum, in 1872. 19

After the effects of the so-talled "Griinderkrise" had
caused some finantial difficulties, which had made necessary  a
reorganisation of the enterprise, a new period of expansion
began with the acquisition of the steelworks "Annen". During
this period, which lasted until twe end of the First World War,
and in which Krupp,in  1903, was transformed to a joint-stock
Company, the production of arms was intensified, for example by
starting the production of armour plates (taking over of the
Grusonwerke in 1893) and by the acquisition of the
"Gennaniawerft", a shipyard in Kiel-Gaarden in 1902.
Simultaneously, an extension and modernization of the plant
steelwork with affiliated rolling mills had been built up."

After the end of the First World War, Krupp had to destroy
a great part of its plant and machinery and to give up the
production of annaments according to the conditions  of the
peace treaty  of Versailles. The conditions, under which Krupp

'a R. Köhne-Lindenlaub, Krupp, in: Neue Deutsche
Biographie, ed. by the Historischen  Kommission bei der
Bayrischen Akademie der Wissenschaften, Bd. 13, Berlin
p. 129

19 R. Köhne-Lindenlaub, ibid., p. 133; W. Berdrow,
Krupp und sein Geschlecht, Berlin 1943, p. 241

*' R. Köhne-Lindenlaub, ibid., p. 139 f.

1982,

Alfred

.

.



had to start the competing with the rest of the German heavy
industry after the war, quite apart from the politital  and
economic difficulties - occupation  of the Ruhr area, shortage
of raw materials, strikes in the mining sector - were extremely
unfavourable. The introduction  of new products to meet peace
time demands, and the reduction of the productive  capacity
treated difficulties not only in relation to the reorganization
of plant and machinery, but also relating the adjustment of
the structure of the trust to the changed economic
circumstances. In the spring of 1925, it became clear that
Krupp was in the midst of its severest crisis sinte 1874. The
disproportion of revenues and expenditure, hidden for years,
became obvious. The burden of debts had grown up to the point
that the management of Krupp was faced with the danger of
irmnediate  bankruptcy. Only by the intensive support of the
German government and by a reorganization of the management and
the administration of the enterprise, could this crisis be
overcome."

The management of Krupp succeeded in improving the
profitableness by a severe reduction of operating costs and by
comprehensive measures of rationalization. In 1926, itwas even
in the position to start a new building programme with the
construction of the new blast fumaces, Essen-Borbeck.  But the
outbreak of the great depression in 1929, which led to a
reduction of turnover and the shutdown of some plants,
signified the end of these investment plans.**

*' G. von Klaas. Die drei Ringe, Tiibingen 1953, p. 394
ff.: K.H. Pohl, Die Finanzkrise bei Krupp und die
Sicherheitspolitik Stresemans, in: VGSWG, Bd. 61, 1974, p.
506.

** G. van Klaas, a.a., p. 410 ff.; Historisches  Archiv
der Fried. Krupp GmbH (HAK), p. 1, K 31, Annual Reports of
the Fried. Krupp AG 1928-1932.
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2) The Relations between Krupp and the Ranks

During the years of inflation, 1919-1923, varying inflated
balante items were presented in the balante sheets of Krupp, .
which make an exact calculation of the quota of 'self-financing
or outside financing and also of the development of a potential
dependence on long-tenn credits impossible. This becomes
possible - under certain reservations - only from 1924 onwards.
From 1924 to 1932, the balante sum increased from 391,9 Mill.
RM by about 23,7 % to 472,7 Mill. RM in 1929, and fel1
thereafter by about 8,6 % to 199,2 Mill. RM in 1928. Then it
declined  by about El,0 % to 183,2 Mill. RM in 1932. The share
capita1 amounted constantly  to 160 Mill. RM in 1932.

Looking at the development of the quota of self-financing
(the cover of the fixed capita1 by the equity capital) one gets
the following picture: until 1927 it fluctuated between 106 %
(1924) and 110,6 % (1926). In 1928 it fel1 to 93,3 %. This can
be explained by the increase of the fixed capita1 as a
consequence of the ongoing programme of new building. In the
following years it fluctuated by about 95 %, in 1932 the quota
amounted to 101,s %. The average of the quota for the whole
nine years from 1924-1932 amounted to 101,5 %. The fixed
capita1 of the enterprise could be financed in five of the nine
years intirely by its own funds, but not in the other four
years. However, even in these four years, the gap of the entire
cover of the fixed capita1 by the company's own funds was so
insignificant that no greater utilization of bank credits for
the purpose of financing the fixed capital, should be assumed,
and therefore, no dependence of Krupp on long-term bank credits
during this period.

Better evidente  on the relations between Krupp and the
banks may be gatheed from an analysis of the institntional
interlocking and of the formation of the business policies.
Although Krupp had been transformed into a joint-stock company
in 1903, it could preserve its character as a "family
enterprise". Bertha Krupp von Bohlen und Halbach was no longer
the only shareholder of the Company as she had been before the
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War, but during the whole period of investigation she held the
majority of shares. At the same time she could always count on
the majority of votes in every shareholders' meeting, because,
after the division of shares in groups with different voting
rights, she was the only proprietor of the shares of group A,
which counted tenfold. The other shares, which, as need arose,
were transferred to other members of the Krupp family or to
subsidiary companies of the trust, were represented by other

directors of Krupp in the shareholders' meeting, so that there
was no danger  that business policies might be influenced from
outside ownership of shares. 23

The possibility of influencing the business policy by the
membership of bankers on the board of directors of Krupp has to
be judged equally minimal. For the period of investigation, no

banker could be found as a member  of the board until 1925. In
this year, Henry Nathan, a director  of the Dresdner Bank,
entered the board as the first banker. One year later, Jacob
Goldschmidt, the most important director  of the Darmstädter-
und Nationalbank at this time, and a private banker from Essen,
Kurt Martin Hirschland, followed him. Nathan and Goldschmidt
were elected members of the board, on the one hand as an
expression of the long-standing  relations between Krupp and
these banks and, on the other hand as "advisers" of the
management during the reorganisation of Krupp after the
finantial crisis in 1925. Hirschland had arranged some new
credits for Krupp in 1924 and in 1925, and therefore he became
a member of the board. Sinte the three bankers fonned enly a

minority on the board, which consisted of 16 members until
1932, they were not in a position to influence the business
policies of Krupp in their own interest. It is therefore not
possible to find an example in the retords of the boards of
directors of a conflict between the bankers and the management

23 HAK, WA 41/2 -191-194. The shares, which were
transferred to the subsidiary companies "Devon
Erstmaatschappij" and "AG für Unternehmungen  der Eisen- und
Stahlindustrie", were represented by the directors of Krupp
Wiedfeldt, Forster, and Keil and Busemann.
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within the board,or  of a case, where banks could have achieved
their specific aims by the membership of their directors on
the board.24

Henry Nathan, the director of the Dresdner Bank, which had
long standing business connections with Krupp, knew very well
that he could only execute the function of an adviser. So he
did not even try to exert an influence on the business policy
in the interests of his own Company. His opinion concerning his
role was expressed in a conversation with the Krupp director
Schäffer  in 1923, when the demand for money had increased to a

large extent, and when different possibilities of its repayment
were discussed: II... that the family character of Krupp should
be absolutely preserved. To pennit others to take up shares <
of the capita1 of shares, H.W.> would be dangerous now, because
the banks could try to acquire these shares compulsorily under
certain circumstances, and then the risk would be increased,
that the majority of the capita1 of shares would be transferred
into other hands, too.25

On other occasions, too - during the finantial crisis of
1925, in the granting of credits in 1927 - Nathan showed a
great measure of good Will towards the management of Krupp, so
that one could not find any traces of an intention to establish
a supremacy over Krupp. More important was probably the
intention to keep up the connections with a long-standing
client in order to continue business, which was lucrative for
the bank.

Generally, after the experiences in the seventies of the
last century, the avoidance of every kind of influence by the
banks was one of the most important business principles of
Krupp. In 1919, when Krupp needed additional funds for the
transformation and reorganisation of its plants, and had raised

24 HAK, WA 41/2 -185/86; before the First World War with
the private banker L. Delbriick and G. Hartmann, member of the
board of directors of the Dresdner Bank, two bankers could be
found in the board of directors of Krupp.

25 HAK, WA IV 2560, Schäffer's note of conversation with
Henry Nathan, October 25th, 1923.
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credits to a large extent from different sides, the plan of
selling a part of the shares was discussed. One of the most
important managers of the Krupp directorate of this time, Otto
Wiedfeldt, refused to sel1 any shares to German banks: "If we
transfer some of our shares to a bank syndicate, we would only
exchange the threatening domination of the state for the
definite domination by the banks, whereas our Company has sinte
the redemption of the great loan in the seventies of the former
century succeeded in avoiding every kind of influence by the
banks."26

The plan failed, and the funds required were obtained by a
re-arrangement of the capita1 into shares with different voting
rights, by a simultaneous issue of new shares, and later on by
a redemption of a large amount of stocks and bonds.27

Similarly, in trying to solve the finantial crisis of Krupp
in 1925, it was the most important principle to avoid any
significant  influence of the banks. In March, 1925, when the
situation of Krupp had become so bad "that the banks in the
face of such great losses Will not help us, or Will extend help
to us only under conditions which give them a far-reaching
influence",** the directorate of Krupp applied to the German
government asking for help. Because the government wanted to
avoid to know the credit standing of German industry further
abroad, which had already been impaired by the collapse of the
Stinnes trust, Krupp's should go bankrupt, the cabinet under
Chancellor  Luther - a former Lord Mayor of Essen, later a
member of the board of directors  of Krupp - decided to support
Krupp to the extent of 40 Mill. RM. Krupp's, on their side,
were obliged to shut their unprofitable plants to reduce the
number of workers and employees, and to tut the funds for the

26 BAK, WA IV 1417, Memorandum of Otto Wiedfeldt from
October, 1919. Wiedfeldt proposed to sel1 a part of the
shares to American banks or to issue new shares.

27 Especially  by selling shares of the Mannesmann-
Röhrenwerke and of Rheinmetall; BAK, FAB IV, C 304.

'* BAK, WA IV 1417 Denkschrift Dr. Wiedfeldt 7.6.1926.
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welfare institutions of the trust." After Krupp's had overcome
their greatest finantial difficulties with the support of the
government, they could begin negotiations with different banks
to get other credits with little trouble. Krupp was even able
to refuse the credit offers of the Dresdner Bank and of the
bank Hirschland and "to manage mainly with short-term credits
from abroad or with credits of the ever helpful Golddis-
kontbank"."

The banks could not achieve any influence over the business
policy and the entrepreneurial autonomy of Krupp even in times
of finantial  troubles. This was all the more true for other
larger transactions. Both in the acquisition of the collieries
"Helene und Amalie" and "Constantin der Grosse" and in the
different capita1 transactions, Krupp's were able very well to
make use of the banks as agents or informants for the cancern
without giving them a chance to pursue aims different from
those of the enterprise. The name of Krupp was still good
enough to enable the enterprise to form new business
connections with different banks abroad, as it needed them
abroad - after 1924 especially  in the USA, the Netherlands and
England - or as demonstrated  above, to fall back on the credits
of the Reichsbank or its subsidiary, the Golddiskontbank.

Neither by institutional interlockings, nor by dictating
the business policy or limiting the entrepreneurial autonomy,
could the banks achieve any kind of influence, let alone
dominante  over the Krupp trust. For this the three following
factors might be responsible. Primarily, we must make the
structure of a family enterprise with the power of disposition
of the capita1 of the enterprise finnly in the hands of members
of the Krupp family or their subsidiary companies responsible,
setondly, they could exploit the rivalries among the banks, and
thirdly, there were the "traditional" good connections of Krupp
with the government, which even in times of great finantial

" See K.H Pohl, op.c it., p. 510.

3o HAK, WA VII f 1083
(Busemann), p. 14.

I Denkschrift Bankabteilung
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difficulties prevented a dependence on the influence of the
banks.

RHEINISCHE STAHLWERKE AG

1) Short Review of the Development of Rheinstahl

The Rheinische Stahlwerke, founded partly by Germans and partly
by French entrepreneurs in 1870, remained until the end of its
first period of development a pure steelworks, whose nucleus
was a Bessemer plant, with affiliated rolling milis,
established in 1872 in Duisburg-Meiderich. After having
overcome the finantial difficulties caused by the effects of
the "Griinderkrise", Rheinstahl accomplished the step into the
production  of pig iron during the setond period of its
development. A coking plant and two new blast furnaces were
built during the setond period of its development. A coking
plant and two new blast furnaces were built on the ground of
the enterprise in Duisburg-Meiderich, which were followed by
three others until the First World War. In the third period of
its development after 1900, the finn expanded into a large
"mixed" trust of the heavy industry. Its own coal base was
guaranteed by the acquisition of the colliery  "Centrum" in
Wattenscheid. Finally, after 1904, Rheinstahl extended into the
finishing sector by adding some rolling mills and tube rolling
mills. The real "creator" of this expansive business policies
was the chairman of the board of managers, Jacob Hasslacher,
officiating  sinte 1910, who soon was to become the deciding
individual in the management of Rheinstahl.31

After the First World War, Rheinstahl was faced with two
great problems. One was the renovation and modernization of the
iron and steelworks, which had to be shut down as a consequence
of strikes, shortage of raw materials and the occupation  of the

31 J. Hasslacher, Der Werdegang der Rheinischen
Stahlwerke, Essen 1936, p. 15 ff.
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Ruhr region, the other was the necessity of enlarging the
inadequate supply of coa1.32

This necessity led to the decision  to acquire the colliery
"Brassert" in Mari in 1917 and the colliery "Arenberg-
Fortsetzung" in 1919. The high point of the expansion in the
coal sector was the merger with the "Arenberg'schen AG fiir
Bergbau und Hiittenbetrieb" in Essen in 1921. The expansion was
brought to an end by the acquisition of the Gewerkschaft
"Fröhliche Morgensonne" from the possession of the Haniel
family. After the War, the steel producing sector of Rheinstahl
was only enlarged by the purchase of the foundry of the M.A.N.
in Duisburg-Wanheim and the participation  i n the
"Gussstahlfabrik Felix Bischoff GmbH" in Duisburg.33

At the establishment of the "Vereinigte Stahlwerke" in
1926, Rheinstahl transferred all its iron and steelworks and
ore mines to the new enterprise. Rheinstahl became a
shareholder of the VSt and continued to manage only its
collieries. Simultaneously, the new headquarters of Rheinstahl,
now acting as a holding Company, was transferred from Duisburg
to Essen.

2) The Relation between Rheinstahl and the Banks

AB in the case of the Thyssen trust, it is also difficult in
the case of Rheinstahl to find any sign of a potential
dependence on bank credits by an exact analysis of the capita1
structure. This is so especially  in the years of the decline of
the German currency in 1920-1923, when the undervalued fixed
capita1 increased only by 70 Mill. Mark from 1919-1923, when
the undervalued fixed capita1 was confronted in the balante
sheets with other inflated balante items. While the fixed
capita1 increased only by 70 Mill. Mark from 1919-1923, the
share capita1 grew from 60 Mill. Mark to 360 Mill. Mark, and
the balante sheet total increased about the twentyfold. Thus,

32 Thyssen Archiv (TA), RSW 123/00/18.

33 J. Hasslacher, a.a., p. 27 ff.



29

one could find reliable balante items enly from 1924 onwards.
From 1926 appeared in the balante sheets of Rheinstahl an
important alteration. The fixed capita1 was reduced by the
transfer of the iron and steelworks and the ore mines to the
vst. Against  this, a remarkable growth of the balante item
"participations  and securities" could be observed, caused by
the transfer of the'VSt shares to Rheinstahl. The share capita1
remained unaltered at 150 Mill. RM from 1925 to 1932. This fatt
and the inflated balante remained unaltered at 150 Will. RM
from 1925 to 1932. This fatt and the inflated balante  items for
the years 1920-1923 makes it very difficult to make exact
statements about the development of the guota of self-financing
or outside-financing and of the profitableness of the

enterprise, in order to establish whether the dependence on

bank credits was increasing or declining. Thus, for Rheinstahl,
too, an analysis of the capita1 structure can give no exact
information about the relations between the banks and the

enterprise.
Rather more details about these relations can be obtained

from a study of the ownership of shares and of the membership
of bankers in the board of directors of Rheinstahl. Information
about the ownership of shares is available from the lists of
attenders at shareholders' meetings. From these lists it is
obvious that for the years 1918-1932 a great number of shares
of Rheinstahl was represented by some "Berlin big banks".
Although this does not signify that the banks were proprietors
of the shares represented by them to the full extent,

theoretically the banks could have pressed  for their aims at
the shareholders' meetings by using all the shares (o-
possession as well as proxy rights) that they represented.

Looking at the general meetings of some selected years, one
can observe the following distribution of shares: In the
general meeting of 1921 the greatest number of shares, to an
amount of 21,l Mill. Marks, was represented by Otto Wolff, an
industrialist  of Cologne. The Company Franz Haniel & Co. from
Duisburg followed next (9,s Mill. Marks). The next largest
holdings of shares were represented by the Discontogesellschaft
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with 9,77 Mill. Marks, which had appointed the Chairman
Hasslacher - like the Berliner Handelsgesellschaft - with a
power of Attorney, the Deutsche Bank with 9,56 Mill. Marks and
the trade Company "SEAM" of Rotterdam, affiliated with
Rheinstahl, with a holding of shares of 5,58 Mill. Marks. The
Berliner  Handelsgesellschaft (BHG) with 5,08 Mill. Marks and
the Dresdner Bank with 2,65 Mill. Marks possessed further large
bundles of shares. Although it cannot be denied that the
"Berlin big banks represented a great number of shares, one has
to keep in mind that all the banks together with holdings of
shares amountedto 27,06 Mill. Marks, representing only a third
of the share capita1 of 90 Mill. Marks, present at this general
meeting.

At the shareholders' meeting of 1925, the situation had
changed. Now the Discontogesellschaft represented by far the
greatest holding of shares with 187,4 Mill. Marks. Although it
cannot be prwed from the source material, this holding
probably contained the considerable possession of Rheinstahl
shares of the I.G. Farben, which had established a "community
of interests" with Rheinstahl with mutual exchange  of shares in
1924. Considering this toncentration  of shares in the hands of
the Discontogesellschaft, the next largest holding of shares
(Deutsche Bank/22,67  Mill. Marks, Otto Wolff/ 13,55 Mill.
Marks, the bank Waldhausen in Essen/4,85  Mill. Marks, BHG/4,28
Mill. Marks, Dresdner Bank/ 4,16 Mill. Marks) looked very
small. The "Berlin big banks" represented together with their
218,4 Mill. Marks, for fifth of the share capita1 of 265,15
Mill. Marks, present at this general meeting in 1925.34

The Discontogesellschaft represented the greatest holding
of shares of an amount of 64,16 Mill. RM als0 at the
shareholders' meeting of 1929. The Deutsche Bank (15,45 Mill.
Marks), the Darmstädter- und Nationelbank (5,56 Mill. RM), the
Commerz- und Privatbank (5,45 Mill. RM), the Dresdner Bank
(5,37 Mill. RM) and the bank Waldthausen (3,35 Mill. RM)
followed behind then. A holding of an amount of 2,93 Mill. RM

,

34 TA, RSW 126/03.
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was in the hands of the BHG. Obviously, the banks represented,
at this general meeting - and in the following ones until 1932
- an amount of 102 Mill. RM, nearly the whole share capita1 of
116 Mill. P,M, present at this general meeting, whereas there
were no individual shareholders left. It therefore seems
reasonable to suppose that the "big banks" used their proxy
right to vote at wi11.35

For the banks, however, their control of Rheinstahl shares
in the shareholders' meetings was without much significance. In
the retords of these meetings there are no signs of conflict,
in which the banks tried to use their holdings of shares as a
means of pressure, sure. On the contrary: in some cases - for
example the threatened acquisition of a larger holding of
Rheinstahl shares in 1920 by the speculator H. Herzfeld and the
immediate selling of these shares to Hugo Stinnes - they were
willing to pool their holdings and to use them as a protection
against a penetration from outside.36

The industrialist  Otto Wolff, however, did try up to the
middle twenties to use his possession of shares in order to
forte through his own schemes, such as the merger of Rheinstahl
with the steelwork "Phönix" or the election  of persons acquired
with him to the board of directors. Thus, while an
institutional interlocking of Rheinstahl with the banks by the
ownership of shares existed, the banks did not use it to forte
their own views on the Company.

In Rheinstahl also there was an interlocking with the banks
by means of the membership of bankers in the board of
directors. This reached its highest point in 1918/19 and
1919/20, when there were five bankers among a total of 13
members and in the year 1923/24  with a relationship of nine
bankers in a total of 24 members. During the period of
investigation, the following banks were able to send one or
more directors  to the board: Deutsche Bank (W. Biirhaus, 0.
Schlitter, C. Wuppermann), Discontogesellschaft (*.

35 TA, RSW 126/04.

36 TA, RSW 126/02-04, RSW 166/07 1.
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Salomonsohn, E. Mosler), Berliner Handelsgesellschaft (C.
Fiirstenberg), Barmer Bankverein (M. von Rappard, Theo
Hinsberg), Dresdner Bank (H. Nathan), A. Levy (L. Hagen), Sal.
Oppenheim (R. Pferdmenges) and the bank Waldthausen in Essen,
whose representatives, however, have to be seen more as
shareholders olf the Arenberg"sche  AG fiir Bergbau und
Hiittenbetrieb than as bankers. This short list demonstrates
that beside the Berlin big banks were als0 four provincial
banks represented on the board. No dominante  by one single bank
can be found, and only the Deutsche Bank and Waldthausen were
able to have as many as two representatives on the board
simultaneously. 37

Despite the relative high number of bankers on the board of
directors none of them ever occupied the position of chairman
or vice chairman of the board, which might have given him a
certain extent of power. The chance that bankers might
influence the business policies of Rheinstahl by their
membership on the board of directors must be rated very slight.

In fatt, A. Salomonsohn of the Discontogesellschaft and C.
Fiirstenberg of the Berliner Handelsgesellschaft played any part
in the process of decision  making on the board, whereas the
other banks looked at their membership more than an obligation
with the legal function of control. Between Salomonsohn and
Fiirstenberg on the one hand, and the chairman Hasslacher on the
other hand, there developed a long-standing relation of
confidence, which was characterized by a great extent of manual
cooperation. Hasslacher informed Fiirstenberg and Salomonsohn
not only about the development of turnover, profitableness

37 In 1929 the merger between the Deutsche Bank and the
Disconcontogesellschaft took place. E. Mosler, the successor
of A. Salomonsohn on the board sinte 1930 was a former
director of the Discontogesellschaft. Therefore, in this list
he is regarded as a representative of the
Discontogesellschaft later than 1929, too.
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etc., but he also conferred about his entrepreneurial aims with
the two bankers.38

Vice versa for the service of being agents, advisers, and
informants performed by Salomonsohn and Fiirstenberg, for
Rheinstahl Hasslacher bound himself in return to carry on all
capita1 transactions  only with the Discontogesellschaft or the
Berliner Handelsgesellschaft if at all possible. Likewise he
refused to take up relations with other banks, and to concede
other bankers' membership on the board of director  without
having informed Fiirstenberg and Salomonsohn first and without
having got the consent of these two bankers. Thus he wrote in
1921 to Otto Wolff: "Mr. Werner Carp is a representative of the
Darmstädter- und Nationalbank, and so far as 1 know, very
active in going new business . . . -This is in no way in the
interest of the other banks." 39

In sum, it is clear that the banks succeeded neither by the
ownership of shares, nor by the membership of bankers on the
board of directors to enforte their interest in a way that
could be termed domination by the banks. The institutional
relations between Rheinstahls and the banks are better
described as those of mutual cooperation.

This term seems also to apply to the role of the banks in
formulating business policy. The initiative for expanding
business never proceeded from the banks. For example, it was
Otto Krawehl, the chairman of the board of directors,  who was
also a member of the board of managers of the Arenberg'sche AG,
who proposed the acquisition of the colliery "Arenberg-
Fortsetzung" by Rheinstahl. Thus he wrote in May, 1919, to
Hasslacher:"... let me consider that if in face of the loss of

38 TA, RSW 166/07 1; this was true especially for the
negotiations for the purpose of the acquisition of the '*
Arenberg'sche AG fiir Bergbau amd Hiittenbetrieb".

3g TA, RSW 166/08,  Letter of Hasslacher to Ono Wolff,
Jan. 15th, 1921.
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the colliery "Friedrich-Heinrich" you are not thinking about
another way to satisfy the demand for coal."40

Hasslacher picked up this proposal at once to negotiate.
When these negotiations had developed to the point that only
the question of financing  the transaction remained to be
cleared up. Hasslacher informed Salomonsohn and Fiirstenberg and
asked them to submit to him proposals how the money necessary
for the transaction could be obtained. After a short and
business-like discussion  of this question it was agreed to pay
the purchase  price partly by shares, partly by cash and partly
by debenture bonds, issued by Rheinstahl before.41

The initiative for the merger of Rheinstahl and the
Arenberg'sche AG once more proceeded from Hasslacher and
Krawehl. While both sides quickly were agreed on the plan of
this amalgamation in principle quickly, they quarrelled about
the made of its execution  - merger or community of interests -
for a long time. The question of an exchange  of Arenberg

shares for Rheinstahl shares was another major issue in the
negotiations. Both Fiirstenberg and Salomonsohn acted as
intennediaries between the opposing parties. Hasslacher
conferred about 11 details of the future proceedintg with the
two bankers; who offered specifico proposals for solving the
outstanding problems. Finally, it was agreed to accomplish the
merger by an increase of capita1 of Rheinstahl in order to
acquire the majority of Arenberg shares. 42

This event demonstrates that Hasslacher in case need was
glad to make use of the banks for services of agents and
advisers to achieve his aim. The specific relation of mutual
cooperation  between Rheinstahl, the Discontogesellschaft and
the Berliner  Handelsgesellschaft hereby becomes evident. The
acquisition of the colliery "Fröhliche Morgensanne"  b y
Rheinstahl took place without any problems. In negotiations

" TA, RSW 166/07 1.

41 TA. RSW 166/07 1.

4' TA, RSW 166/07 1.
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with the Haniel family, Hasslacher tame to an agreement very
quickly concerning the conditions of the acquisition. No direct
sign of a participation  of the Discontogesellschaft and the
Berliner Handelsgesellschaft in this transaction can be found.q3

The good relations between Rheinstahl and these two banks
also meant that the large capita1 transactions (loan 1919,
increase of capita1 1919, 1921, 1923, loan 1925) could be
accomplished without any difficulties. The increase of capita1
took place either by a take-over of the syndicate under the
leadership of these two banks.q4

These events, sketched briefly above, strengthen the
opinion that the relation between Rheinstahl and the banks
should be characterized by the term of mutual cooperation.  On
the one hand Rheinstahl Handelsgesellschaft in obtaining money,
in mediating in business transactionsand in Berliner
Handelsgesellschaft in obtaining money, in mediating in
business transactions and in advising on legal or taxation
problems. On the other hand, Rheinstahl avoided any more to
enter into closer relations with other banks. So the two house
banks could look at this enterprise as a client of long
standing, with whom they could conduct profitable business over
a long period. Therefore, the assumption seems to be justified,
that the banks had no intention of establishing any kind of
dominante  over Rheinstahl, as long as they could preserve  this
advantagenous situation.

Summing up the results of the three case studies presented
above, the following points should be made. No major influence
of the banks, let alone dominante of the banks could be
discovered for any of the examined enterprises. The banks did
not succeed in influencing the development of the enterprises
in the direction  of their aims and in enforting their claims

q3 TA, RSW 166/08.

4q The other members of the syndicate were the Deutsche
Bank, the Darmstädter - und Nationalbank, the Essener
Creditanstalt, the Dresdner Bank, S. Bleichröder, the
Schaffhausensche Bankverein, the Barmer Bankverein und Sal.
Oppenheim. TA, RSW 520/6.
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against these of their industrial clientel, either by
institutional interlockings or by monopolyzing their business
transactions. The autonomy of action and the enterpreneurial
freedom of decision  making could be preserved in all of the
three cases. Even in times of great finantial difficulties, the
services of the banks could be replaced, or new relations, more
advantageous for the enterprises built up. No dependence on a
bank or a bank syndicate could be observed. On the contrary,
the enterprises knew very well how to make use of the rivalry
among the banks and of their services as agents, advisers or
informants.

Naturally, these were only the results of three case
studies, which cannot be generelized for other enterprises of
the heavy industry, still less for the whole sector. But these
results demonstrate clearly that the hypothesis of a generally
existing supremacy of the banks over the industrial sector must
be questioned and, if necessary, modified. Whether it is
possible to maintain this hypothesis at all, or not, can be
clarified only after a number of further case studies has been
completed.

Bielefeldt, July 1988.
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