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            I Introduction: Rebuilding a Continent
 
          
 
          Between 1933 and 1945, under the aegis of National Socialist economic policy, German industry overcame a disastrous economic crisis and experienced a boom fuelled by rearmament, before ultimately placing itself in the service of an all-embracing war machinery. No aspect of economic life in Germany was able to elude this turn of events. But few sectors of the industry mirrored this development as obviously as construction. The turnovers and profits of German construction companies soared in the course of the 1930s. Industrial and military building programmes as well as the construction of the Autobahn and the Westwall (Siegfried Line) helped to reduce unemployment and prepared the Reich for the war to come. In June 1938, almost 10 percent of the German workforce was employed in construction alone, making it the largest industrial sector in the country’s economy.1
 
          After the outbreak of the war, this massive German construction activity spread all over occupied Europe. The bunkers and gun emplacements of the Atlantic Wall from the Bay of Biscay to the Arctic Sea, airfields, roads and bridges, railways and dams were meant to secure German rule and bind the occupied territories to the new hegemon. More and more often, public authorities like the Armaments Ministry, the Office of the Four Year Plan (Vierjahresplanbehörde) and the Wehrmacht entrusted the planning and administration of their projects to an organisation that had proven its effectiveness during the construction boom of the 1930s: Organisation Todt (OT).
 
          The Organisation administered its huge projects with a comparatively small administrative staff consisting of architects and engineers. It provided the construction sites with labour and building materials, while the execution of the projects lay in the hands of private companies. The latter brought along skilled workers, administrative personnel, machines and their technical expertise. During the war, the Organisation had the legal status of a Wehrmacht auxiliary force (Wehrmachtgefolge).
 
          This thesis tells the story of the relation between the Organisation Todt and the German construction industry. In particular, it will focus on Einsatzgruppe Wiking (EW), the Organisation’s subsidiary in occupied Norway, and its contractors.2 The thesis rests on the assumption that the OT’s German contractors were so vital to its modus operandi that we can only understand the Organisation if we enquire into private industry’s role in it. By investigating this relation, I will address three closely related questions. First, I ask what kind of organisation the OT actually was. Only an analysis of the relation between the OT and the construction industry will enable us to situate the OT more precisely in the field between National Socialist state agencies, the military and private business. Second, I ask to what degree and in which fields of business decisions German construction firms were able to maintain their entrepreneurial freedom of action both under the OT and in the face of other institutions’ attempts to steer the construction sector. While construction was a highly regulated sector in the Third Reich, the question will be to what degree the state was able to effectively implement regulations and monitor their observance. Third, I put the focus on Norway, in order to answer the question of how the relation between the OT and its contractors and state regulation of German construction activities worked in an occupied territory. Norway is a particularly promising object of research as there is probably no other occupied country where construction took on such a central role during the Second World War and where such a large amount of sources from an OT mission has survived in the archives. The focus on Norway will also contribute to a better and partly novel understanding of how German construction activities affected the economy of occupied Norway.
 
          The OT was led by and named after the road engineer Fritz Todt, who had been appointed General Inspector for German Roads (Generalinspektor für das deutsche Straßenwesen, GdSt) in 1933 to supervise the construction of the German Autobahn. Within a decade, he became one of the most powerful figures of the Third Reich by accumulating more than half a dozen offices. He was commissioned with the construction of the Westwall, the birthplace of the OT, in 1938, became General Commissioner for the Regulation of the Construction Industry (Generalbevollmächtigter für die Regelung der Bauwirtschaft, GB Bau) in December of the same year, before becoming Reich Minister for Armaments and Munitions in 1940.3 After Todt’s fatal accident in 1942, Albert Speer succeeded him in all his positions, managing both the armaments and the construction sector.4 However, keeping the Reich’s armaments production running occupied Speer more and more, and thus the head of the OT headquarters, Xaver Dorsch, was de facto leading the Organisation during the last years of the war. Although he was one of the less prominent men within the Nazi leadership circles, the ambitious Dorsch soon became the most influential person in the German construction sector.5 What Todt, Speer and Dorsch had in common was their absolute loyalty to Adolf Hitler and unconditional devotion to the cause of National Socialism. Something else they had in common was that they were remembered as unpolitical technocrats – not only in post-war Germany, but also in the English-speaking world. Their memory was perpetuated by apologetic historians in the case of Todt and Dorsch,6 and personal testimonies full of half-truths and clever fabrications in the case of Speer.7
 
          As leaders of the OT, the three men shaped the way in which public construction projects in the German Reich were carried out. During the construction of the Autobahn, Todt, Fritz had already avoided establishing a large central administration, instead setting up smaller units – Oberste Bauleitungen der Reichsautobahnen (OBRs) – that supervised construction works locally. Building on the experiences from the mid-1930s, OT’s administrative apparatus remained lean and flexible by combining the power of a state agency with the flexibility of private industry in a unique way. It was an entirely new and powerful protagonist that transcended the boundaries of established institutions both within the Reich and the occupied territories.
 
          During the Second World War, the centre of OT’s activities was occupied Europe, where the Organisation became the most important German construction customer besides the Wehrmacht. From 1942 onwards, the Organisation established regional task forces, Einsatzgruppen, to carry out construction projects with a high degree of autonomy. In occupied Norway, Einsatzgruppe Wiking was established on 1 April 1942. The EW administered most of the construction activities in Norway, including the massive coastal fortifications that were part of the Atlantic Wall, roads, railways, power stations and submarine bases. Before long, EW’s projects took a central place in the country’s economy and the occupants brought approximately 130,000 foreign labourers to Norway, making it the only occupied territory that became a net importer of forced labour during the war.8 The majority of these forced labourers worked for the EW at some point in time between 1942 and 1945. EW distributed them between the construction sites that were operated by the companies. Around 500 German firms followed the call northwards as contractors of the EW.
 
          
            1 Literature
 
            To start with, the following literature review assesses the research on the OT and the construction industry in National Socialist Germany in general. To what extent did it allow for the close and unique integration of private business and state administration? Likewise, I discuss whether the literature concerned with the occupation of Norway has gained some understanding of the massive transformation that the EW’s engagement implied for the Norwegian economy. In part b, I will then review the extensive literature on state-business relations in the Third Reich that has generated important insights into how the state attempted to steer and regulate the industry and how companies operated within this environment. The aim is to identify fruitful perspectives that can guide an analysis of the relation between the OT and its contractors. Finally, I will take a closer look on the research that has highlighted the importance of contracts in state-business relations under the National Socialist rule. I will also present the assumptions of Principal-Agent (PA) theory, which earlier research has productively used to understand contractual relations between awarding authorities and contractors in construction.
 
            
              a Organisation Todt and the German Construction Sector
 
              In late November 1943, the city of Berlin experienced some of heaviest air raids of the war. After having hit the buildings of the Ministry of Armaments and War Production the previous night, the bombers of the Royal Air Force headed to the western districts of the city once more on 23 and 24 November. This time, their bombs destroyed the OT-Zentrale (OTZ), the headquarters of Organisation Todt, and with it, tonnes of documents on the history, structure and projects of the Organisation.9
 
              Due to the loss of most of its records, the OT is still one of the Third Reich’s organisations we know least about. Until the late 1990s, research was based mainly on the fragmentary records at the German Federal Archives. Hedwig Singer has edited a compilation of key documents, together with a brief overview over the history of the OT.10 The volume also contains accounts by Xaver Dorsch and Rudolf Dittrich, a former staff member of the Armaments Ministry.11 German historian Franz W. Seidler has written the only extensive history of the OT and the only biography on Fritz Todt, the latter also containing a comprehensive chapter on the Organisation.12 Seidler provides a broad and helpful overview over the OT’s organisational structure and mode of operation. As he based his research exclusively on sources from a handful of German archives, however, his works lack the details and fruitful perspectives that can be obtained from non-German or company archives. When it comes to forced labour, the involvement of OT members in war crimes or his interpretation of Fritz Todt’s role in the Third Reich, Seidler’s research is clearly apologetic and outdated. Nevertheless, it remains a point of departure for every research on the OT. Another source is a report on the OT of March 1945 by Allied military intelligence, which draws on interrogations of OT members and documents that fell into the hands of Allied troops during their advance in the last months of the war.13 Also in 1945, the International Labour Office in Montreal published a short overview of the Organisation that was mostly based on newspaper articles.14 Taken together, however, these works have not allowed us to gain more than a rough idea of the structure and modus operandi of the OT.
 
              Another explanation for the noticeable lack of research on the OT might be that academic works on the Nazi economic system or even on a genuinely “European” subject like forced labour for a long time focused on the situation within the German Reich. The OT, however, was active mostly in the occupied territories. This might be one reason why the construction firms working under the OT, too, have received little attention. Articles often are based on records that Einsatzgruppen and OBLs left behind during their retreat in 1944–45 and focus on the Organisation’s activities in a certain region of Germany or Europe. Other historians have taken the booming research on National Socialist forced labour as a starting point and laid the focus on certain groups of labourers in the OT’s construction sites.15 Fabian Lemmes’ study of the OT in Italy and France is certainly the most detailed and comprehensive work on regional OT missions in recent historiography.16 However, the research on the Organisation remains patchy and many questions are still unanswered.
 
              This is particularly true of the relation between the OT and the construction companies, which formed the backbone of the Organisation. Many questions have not yet been analysed systematically, such as why German construction companies followed the OT even to the remotest regions of the European continent. Did the OT use threats and coercion or contractual incentives to integrate the private construction industry into its organisation? How big was the companies’ entrepreneurial room for manoeuvre?
 
              Existing literature seldom addresses such questions and hardly differentiates at all between the OT’s administrative apparatus and the construction companies.17 It often completely omits the phase from the first contacts between the OT and the companies to the contract negotiations and the signing of the contracts, or deals with the topic in a single sentence: first, companies were simply conscripted into the OT, and then forced labour was assigned to the building sites.18
 
              There are some studies, however, that stand out when it comes to the relation between companies and the OT. Edith Raim’s work on the construction projects in the Bavarian towns of Kaufering and Mühldorf in 1944–45 provides the most detailed study on contract negotiations and financial aspects of the OT’s cooperation with private construction firms.19 The study by Fabian Lemmes focuses on German and French enterprises under OT’s Einsatzgruppe West. The research of Marc Buggeln on the OT’s construction of the naval bunker Valentin in Bremen deals with the dispute between construction firms and the OT on the distribution of profits.20 Steen Andersen has researched Danish multinational construction firms and their contacts with the OT, especially Christiani & Nielsen’s engagement in France and Norway.21 As these studies have shown, the German construction projects opened up huge opportunities for private industry. The question remains, however, whether the latter had to pay a price in the form of lost autonomy.
 
              The historiography on the construction sector in general is likewise limited. While most works on the National Socialist economy do in fact contain some remarks on the sector’s development in the course of the 1930s, we are still lacking a comprehensive history of the construction industry in the Third Reich. Although there is a trend in the field of economic history in recent years to investigate the role of private business under Nazi rule more closely, research so far has focused mostly on the armaments and autarky sector, and thus we still know surprisingly little about the German construction industry and its relation to the National Socialist state. As a matter of fact, the best-known construction projects of Nazi Germany’s peace years, the Autobahn and the Westwall, have gained some attention – the former often among historians interested in its impact on the reduction of unemployment and the surrounding propaganda, the latter mostly among military historians.22 Still, the companies that carried out those projects are seldom analysed.23 Studies such as those by Mark Spoerer on the profits of German companies and by Jonas Scherner on investment contracts, which have enhanced our knowledge by presenting broad empirical evidence on German businesses under the Nazi rule, do not cover construction companies either.24 However, to understand the construction industry’s bargaining position and strategies during the negotiations with the OT, we need to know more on the economic conditions in different sub-sectors of the industry at different points in time. Similarly, there is still a research deficit regarding the rationing and allocation of building materials and machines, which were two of the most important administrative means to steer the sector.25
 
              The extraordinary profits that German construction companies realised over the course of the 1930s have attracted the interest of economic historians concerned with the Nazi state’s struggle to control prices and profits.26 Most notably, Jochen Streb has analysed the contract types and negotiations between procurement agencies and construction companies, as well as documented the unsuccessful attempts to get a grip on the problem of excess profits in the sector.27 In particular, Streb has pointed out the close contacts and shared interests between state officials and businessmen, as well as corruption. These phenomena could help to explain why construction companies continued to realise high profits throughout the war.28 It is one aim of this thesis to ascertain whether we can observe such mergings of interests also in the case of the OT.
 
              Only little information can be gleaned from business histories and anniversary festschriften published by the construction companies themselves. Until the 1990s, the German construction industry barely mentioned their wartime activities or cooperation with the OT. While, as Sebastian Brünger has recently shown, the successor companies of the IG Farben corporation actively sought to shape the public image of their role in the Third Reich as victims of a command economy, nothing similar can be said about construction firms.29 Unlike the representatives of IG Farben at Nuremberg, German construction companies were not put in the dock. For the latter, there was no immediate need to elaborate a defence narrative, as the focus of the Allied prosecutors lay elsewhere. If at all, the years 1933 to 1945 were only mentioned cursorily.30 The wish to let sleeping dogs lie maybe becomes most evident in the case of Philipp Holzmann’s 1949 anniversary festschrift. Only a pared-down version of the chapter on the Nazi period made it into the finally published book. The original draft had still contained detailed information on Philipp Holzmann’s works for the OT, the note that members of the firm had been delegated to all public authorities concerned with construction, as well as statistics showing that 25 percent of the firm’s turnover between 1933 and 1939 came from military construction sites (including the Westwall) and that the firm’s market share had grown significantly after 1933. Obviously, the Philipp Holzmann AG did not deem it wise to publish these facts in 1949.31 And even in 1969, in an act of blatant self-victimisation, one of the leading German construction firms Sager & Woerner dealt with its engagement in occupied Europe in only one short paragraph:
 
               
                Today, 25 years after the end of the war, a presentation of the wartime construction projects outside of the Reich does not seem appropriate. Remembering the bitter sacrifices that they have demanded from the German construction industry in the form of blood and property would only open old wounds.32
 
              
 
              The situation only changed in the 1990s with the public debate on compensation payments for former forced labourers. More recent business histories still emphasise elements of coercion and the construction firms’ lacking scope of action and do not investigate how their cooperation with the OT actually came about. However, they already draw a much more nuanced picture than earlier contributions in this field.33
 
              There is far less to follow up in the case of Norwegian historiography. Despite the EW’s crucial role in the economy of the occupied country, it did not leave any traces in Norwegian historiography until recently. One reason for this is that economic aspects in general, and economic collaboration in particular, have scarcely been a part of the narrative on occupation.34 Pioneering studies were only provided by historians from outside Norway: The Fascist Economy in Norway by Alan S. Milward, and the study on the Reichskommissariat Norwegen by Robert Bohn.35 While the OT does not take a central position in Milward’s book, Bohn has devoted one chapter to the construction plans of the Wehrmacht and the OT, showing how the lack of building materials, labour and transport capacities placed the projects in constant jeopardy.36 Some works by Norwegian historians, on the other hand, have shed some light on the collaboration of Norwegian building entrepreneurs, the so-called barrack barons (brakkebaroner), with the German occupants.37 Festschriften and business histories on Norwegian construction firms have largely ignored the occupation years, or established a rather biased narrative of German threats and Norwegian resistance.38
 
              However, there are several trends in Norwegian historiography, too, that have contributed to the development that OT’s Einsatzgruppe Wiking has become an object of research in recent years. First, especially from the 1980s onwards, several Norwegian historians have increasingly questioned the dominant Norwegian post-war narrative of the occupation as a period exclusively characterised by economic suffering and destruction. Instead, these historians have shown that the five years under German rule were also the time of massive investments in the country’s industry and infrastructure.39 Although not yet focusing on the EW, their perspective sooner or later begged the question of who actually ordered and carried out these investments. Second, Norwegian historiography has in the last two decades shown a broader interest in the economic history of the occupation years, especially in what Norwegian companies contributed to the German war economy.40 Third, also the booming research on National Socialist forced labour left its traces in Norway. Since the EW was one of the most important employers of forced labour in the country, studies on forced labour in occupied Norway have increased our knowledge on EW, too.41 The most important impetus to the field, however, was the fact that the source material on Einsatzgruppe Wiking at the Norwegian National Archives was made publicly available in 2011. Since then, a research project at the Department of Historical Studies at the Norwegian University of Science and Technology has put great effort into investigating the history of the EW. This thesis was written in close association with the project and has benefitted greatly from the knowledge generated by its members.42
 
              No studies, however, have hitherto focused on the presence of approximately 500 German construction firms in occupied Norway. Their motives, economic significance and role in the system of forced labour and economic exploitation remain unclear. They are either mentioned only cursorily or sometimes they vanish into the blurred category of “the Germans”, which can refer to the Wehrmacht, private companies, officials of the Reich Commissariat and the OT alike. One notable exception are two chapters in Torgeir E. Sæveraas’ doctoral thesis, which deal with the relation between the EW and both German and Norwegian construction companies.43
 
             
            
              b The Debate on Entrepreneurial Freedom in the Third Reich
 
              Discussions of the relation between the construction industry and the OT are able to draw upon extensive research on state-business relations in the Third Reich. Ever since historians tried to grasp the nature of the National Socialist state, questions of the relation between the economy and politics and, more specifically, the relation between private business and the German administration, have been a key subject of scholarly debate. Historians argued about who really had held the reins in the Third Reich: the National Socialists or the industry and banks? Did the Nazis dictate production and investment decisions, not stopping at nationalising companies and attacking unruly entrepreneurs? Or were they in fact just the marionettes of “big business”?44
 
              Positions stressing the “primacy of politics” soon became consensus among Western historians. In Richard Overy’s words, “the Third Reich […] set about reducing the autonomy of the economic élite and subordinating it to the interests of the Nazi state.”45 Overy concedes “that there were areas where the interests of Nazism and big business appeared to coincide”: after all, profits were rising. However, he assumes that these profits were “tightly controlled” and concludes that “under such a system businessmen were regarded as economic functionaries serving the interests of the nation rather than as independent and enterprising creators of wealth. The concept of the ‘managed economy’ suited the regime’s ideological ambitions, but stifled enterprise.”46 Ernst Nolte wrote that “[…] industrialists were completely eliminated as a major political factor, since they had no voice in ultimate policy-making decisions”,47 while Karl Dietrich Bracher claimed an “[…] absolute primacy of the political goals. […] The economy was controlled by the Government and subject to the subsidies, retrenchments, plans, and controls of the Nazi regime. The voice of special interests disappeared; assent and cooperation offered the only chance for success – a clearly lopsided alliance of economy and dictatorship […].”48
 
              By the 1980s, however, the overly theoretical debate had become increasingly bloodless. Apart from orthodox East German historiography and a handful of Western Marxist scholars, no one earnestly assumed a one-way causal connection between business interests and Hitler’s seizure of power in 1933, the occupation of large parts of Europe or the Nazi’s genocidal policy.49 Moreover, scholars like Hans-Erich Volkmann and Ian Kershaw rejected the misleading and over-simplified idea of politics and economics as two separable spheres and thus refuted the basic premise of the debate.50 In retrospect, the controversy might tell us more about the ideological battles of the 1960s and 70s in German historiography than about the relation between state and industry in the Nazi period.
 
              Broader empirical evidence on the individual companies’ strategies, motives and room for manoeuvre, however, was still lacking. This first changed over the course of the 1980s and 90s, with what has been called a “business history turn” in the research on National Socialism.51 As Neil Gregor argues, the boom of business history had its roots both in the historiography of the previous decade and in political developments. With a generation of historians that had internalised the interpretation of National Socialism as a polycratic system and who had read works like Ulrich Herbert’s seminal study on forced labour,52 it seemed natural to look at individual companies as relevant, acting entities under the dictatorship. The negotiations on the compensation of former forced labourers and increasing public pressure on German companies to face up to their own role in the Third Reich gave further impetus to the field of research.53
 
              Although now resting on broader empirical foundations, the more recent studies and business histories still draw conflicting conclusions when it comes to the question of entrepreneurial freedom of action. Some stress how limited the German companies’ room for manoeuvre was. They continue to echo the predominant “primacy of politics” interpretation and focus on episodes where the Nazi state used force and threats to reach its goals against the will of private industry. In this perception, the National Socialist economy was neither “(partially) ‘capitalist’ nor a ‘marked economy’”.54 Similarly, Harold James characterises the economy as a “command economy”.55 Peter Hayes, writing on Degussa, concludes that from 1937 onwards, the firm’s leaders “largely lost control, without comprehending it yet, over the direction of their own enterprise.” Meanwhile, “the Reich’s cumulative success in creating a ‘carrot and stick’ economy, one in which a militantly expansionist government alternately could lure and lash corporations in the directions it preferred, began to get the better of Degussa’s chairman.”56 Referring to IG Farben, several historians state concordantly that “the concern became a mere executor of government orders”,57 faced the threat of nationalisation in the case of Buna production58 and had lost a considerable part of its entrepreneurial freedom by the end of the 1930s.59 Most pointedly, Peter Temin has emphasised the similarities between the National Socialist and the Soviet economic systems. On investment contracts between the Nazi state and private businesses, he writes: “These contracts were nominally contracts expressing agreement between the two parties. But they were decidedly unequal. The Nazis viewed private property as conditional on its use – not as a fundamental right. If the property was not being used to further Nazi goals, it could be nationalized.”60
 
              The state certainly regulated the input of raw materials and labour, while the striving for rearmament and autarky, and ultimately war, necessitated the adjustment of companies’ investment and production strategies. As Gerd Höschle has shown for the textile sector, the state successfully restricted the import of raw materials and negotiated bilateral trade agreements to ease Germany’s balance of payments.61 Some firms in the sector were no longer allowed to expand their production capacities and prices were regulated.62 By making their use in armament production a precondition for the allocation of iron and steel, the state gained influence over the production programmes of private companies, as is documented in the case of the Flick corporation.63 Writing on the Vereinigte Stahlwerke AG, Alexander Donges argues that it was in particular the combination of several regulations that steered the company in the direction preferred by the state.64 Prices for raw materials and semi-finished goods were monitored, access to the capital market was restricted and iron and steel for the extension of plants rationed. At the same time, the company faced a liquidity crisis. Therefore it invested in processing and armament plants, for which the state provided capital and building materials and where higher prices could be realised.65 The IG Farben AG and the Degussa were likewise vulnerable to capital market restrictions as they struggled with liquidity crises in the late 1930s.66 The majority of recent studies follows this interpretation of an economic regime that “within an interventionist framework, wilfully exploited the profit seeking of private businesses through effective incentives […].”67 The design of this interventionist framework has been described in detail for different sectors, with measures like capital market controls, wage and price monitoring, investment restrictions, rationing of raw materials or the control of excess profits. The economic system under Nazi rule has thus been characterised as “deformed”,68 a “regulated market economy”69 or a market economy that already resembled a wartime economy in an economic state of emergency before the war broke out.70
 
              Nevertheless, when describing the countless measures that formed the regulatory framework for these state-industry encounters, there is a strong trend in recent literature to highlight the deficits of these regulations, such as the impossibility of controlling them, their unintended effects and their ineffectiveness. This thesis is strongly informed by this perspective: we cannot readily infer from the existence of a multitude of regulations that the state was necessarily able to enforce them effectively.
 
              Recent research on the National Socialist economy has increasingly focused on this aspect. Capital market controls, for example, remained a relatively weak tool for steering private industry’s investment decisions, since most German companies were quite solvent in the 1930s, with the situation at Vereinigte Stahlwerke, IG Farben and Degussa being the exception rather than the rule.71 Moreover, the determination of prices for various products and the control of the general price stop after 1936 remained incomplete.72 While controlling prices was easier in the case of basic, standardised goods like coal and steel, it was almost impossible in sectors with a varied range of products, like the textile industry,73 not to mention the construction industry, where every construction is more or less unique.74 In particular, companies used the introduction of allegedly “new” products, that is, slightly changed versions of existing products, to circumvent regulations.75 As Hans Dichgans, a leading official at the Reich Price Commissioner (Reichskommissar für die Preisbildung), recalled after the war, price controls already reached their limits in the cases of razor blades and women’s hats.76 Similar problems are documented for the field of wage controls.77 Public procurement agencies like the Wehrmacht or the Office of the Four Year Plan often tolerated violations of the rules to secure sufficient numbers of workers for their projects. Rationing was another measure. By controlling the allocation of raw materials or building materials, the state was able to influence the industry’s production programmes. However, despite the fact that sometimes the companies themselves wanted rationing measures to prevent overcapacity,78 corporations could still decide what they wanted to use the allocated materials for to a certain degree.79 On several occasions, state regulations came into conflict with each other, leading to unintended effects. The textile industry’s development towards autarky and bilateral trade agreements, for example, was quite successful, insofar as it unburdened the German trade balance, but at the same time it destroyed any attempts to keep the prices of textile products at a stable level.80
 
              Perhaps most importantly, several studies have shown that a chronic lack of personnel within the monitoring state authorities rendered the enforcement of all kinds of regulations problematic. The authorities monitored firms only seldom and at random, and depended heavily on information provided by the industry itself.81 State attempts to limit industrial profits or to collect them retroactively were rather unsuccessful, too, at least compared to the huge administrative effort made.82
 
              Likewise, many studies emphasise the companies’ ample scope of action during direct negotiations with the state. Christoph Buchheim and Jonas Scherner have argued that companies were still autonomous in their decisions on production and investments in most cases.83 The regime clearly preferred to use incentives, like favourable contract types, rather than force to secure the German industry’s cooperation. In particular, Buchheim and Scherner convincingly demonstrate that the National Socialists normally left basic features of modern market economies like the freedom of contract84 and private property85 untouched. Freedom of contract especially included a “negative freedom of contract”, that is, the option to say no to a contract offered by the state.
 
              It is one aim of this thesis to investigate to what degree freedom of contract was preserved also under the OT in occupied Europe. However, I argue that – maybe more than the freedom to eventually turn down a contract – the crucial entrepreneurial scope of action for OT contractors opened up already at an earlier stage. As Fabian Lemmes86 and Marc Buggeln87 have noted, OT contracts were no fixed and unmodifiable papers. Rather, the firms were able to take part in their formulation and to negotiate on modifications. Lemmes therefore assumes that the OT could hardly decide anything against the explicit will of the major German construction firms. Especially in chapter V, I will draw upon this perspective and provide an in-depth analysis of how the construction industry had the opportunity to protect their interests during the formulation of EW’s contracts.
 
              Buchheim and Scherner’s position in particular has been criticised by Peter Hayes.88 Over the years, however, various studies have provided examples confirming this position. Only some of them are mentioned here. On several occasions in the 1930s, the steel giant and arms manufacturer Friedrich Krupp AG passed on investment costs for plants and machinery to the state when the investments ran counter to the company’s long-term business strategy.89 In May 1942, Opel successfully refused to erect a truck plant in Riga, even though it was the wish of Speer and Hitler.90 Analysing the outsourcing decisions of German companies, Elena Dickert has documented state attempts to press companies to relocate their production to occupied territories. The most promising strategy was to single out companies and contact them directly. But this was a time-consuming procedure, and thus Dickert remains sceptical whether a significant number of companies was affected by these threats.91 Neil Gregor has emphasised that throughout the 1930s, Daimler-Benz “ – like most other companies – continued to invest primarily in the flexible multi-purpose machine tools traditionally preferred by German industry.” Also during the war, “the company’s investment strategy was generally characterised […] by a clear desire not to disadvantage itself in the long term for short-term gains.” Daimler-Benz “[…] was happy to participate in and profited greatly from war production […].” Nevertheless, it “[…] did not convert capacity to armaments production in such a way as to undermine its ability to reconvert to peacetime production after the war.”92 Similar results are reported from companies of the electrical industry.93 Examples can even be found for non-German businesses. In occupied Norway, to give just two examples, German authorities guaranteed the mining company Sulitjelma Gruber A/S that they would buy its complete output at a profitable price. When the company was reluctant to expand their crude ore production in 1943 because it doubted the long-term value of this expansion, the Germans agreed to bear all expenses for the investment.94 In the case of the Norsk Aluminium Company (NACO), the state agreed in 1942 to subsidise the company’s bauxite imports when NACO was struggling to meet the fixed output price for aluminium and thus had been unable to make a profit.95 In addition, Mark Spoerer has pointed out the high profits of German companies far into the war that compensated the industry for the risks of war and political interference and are incompatible with the oversimplifying interpretation of a “command economy”.96
 
              It is reasonable to assume that the size of a company and the structure of its sector were important variables impacting a firm’s room for manoeuvre. Economic historians, however, have come to ambivalent conclusions in this respect. While large companies, or even monopolists, can certainly be expected to have had a stronger bargaining position, smaller companies were subject to controls to a lesser extent.97 A high degree of organisation in a sector could be an advantage, too. The iron and steel sector, for example, was dominated by only a few, large concerns with homogenous interests. As a result, “the authorities in charge of steel rationing were frequently unable to oppose the industry […].”98 Similarly, Germany’s three powerful brown coal cartels successfully opposed two attempts by the Economics Ministry to re-structure the market in favour of the hard coal industry in 1933 and 1936.99 On the other hand, it would not be implausible to assume that a highly fragmented sector was more difficult to regulate, which could open up additional scope of action for firms.
 
             
            
              c Principal-Agent Theory and Contract Types
 
              Einsatzgruppe Wiking’s cooperation with the German construction industry manifested in the contracts that the organisation entered into – individually – with every company for every construction project. While various laws, ordinances and other regulations provided the general framework for state-industry relations in the construction sector, it was during the contract negotiations, that state and industry faced each other directly. In this thesis, the contracts as well as the negotiations leading up to their signing are thus considered crucial for an understanding of the relation between the OT and its contractors.
 
              This perspective rests on two basic assumptions: Firstly, German construction firms were neither conscripted into, nor absorbed by the OT, before they almost “dissolved” in the Organisation’s apparatus. Rather, they remained independent economic entities with separately identifiable motives and strategies, also under the para-military OT.100 Secondly, I assume that the OT contractors’ decisions were guided by economic rationality, meaning that cost-benefit considerations and motives such as profit seeking and the wish to secure the firm’s long-term survival remained central to entrepreneurial decision-making processes. These positions will be substantiated especially in chapters IV.1.b and V. This does not rule out that the firms’ employees or managers were influenced by National Socialist ideology, became part of criminal occupation regimes and committed war crimes.
 
              This thesis can draw upon a strand of literature that has highlighted the importance of contracts in the German war economy. British economic historian Richard Overy was the first to stress that contracts are a key to understand state-business relations in the Third Reich. He identified two main types of contracts, which were used in armaments production and construction alike: cost-plus contracts and fixed-price contracts.101 Cost-plus contracts (Selbstkostenerstattungsverträge) were directly awarded by the state to single firms, without inviting offers. Awarding authorities like the OT reimbursed all of the company’s expenditures on wages, equipment, overheads, and so on, and then granted a mark-up on the sum. The latter was the company’s profit. Cost-plus contracts made it possible to start production immediately, without lengthy calls for tenders, pre-calculations and price negotiations. However, the costs of a construction project were not certain until it had been completed and there was no incentive at all for a company to reduce costs. Quite the contrary: lavish use of resources and higher building costs actually increased the companies’ profits.
 
              Less problematic, in this respect, was the fixed-price contract (Festpreisvertrag) where the contractual partners agreed on a fixed price before the project started. Under this contract regime, the company was interested in working more efficiently, as it could keep the saved costs as an additional profit.102 The Award Regulations for Construction Works (Verdingungsordnung für Bauleistungen, VOB) of May 1926 had set out that fixed-price contracts should be awarded ideally after a process of open competitive bidding.103 Thus the awarding authority could compare prices and select a firm – not necessarily the cheapest, but the cheapest among the ones promising the contract would be executed professionally and reliably. The precondition for this method was of course that companies did not engage in illegal price-rigging.104
 
              It is no surprise that German authorities were aware of the negative effects of cost-plus contracts and in principle agreed that cost-reducing fixed-price contracts were preferable.105 As we will see below, no one in the German administration willing to see could close their eyes to the devastating budgetary effects of cost-plus contracts in the overheated construction boom of the late 1930s. Representatives of the Reich Ministry of Finance (RFM), and the German Court of Audit (Rechnungshof des Deutschen Reiches) in particular, seldom missed an opportunity to warn against the use of this type of contract in public procurement.106
 
              In fact, a decree abolishing cost-plus contracts was issued by Hermann Göring in October 1941 and ultimately implemented in early 1942.107 When Richard Overy ried to explain the alleged German “production miracle” under the newly appointed armaments minister Albert Speer, he drew upon this document and argued that the general transition from cost-plus to fixed-price contracts in the armaments industry played a crucial role in increasing the industry’s efficiency from 1942 onwards. According to Overy, fixed-price contracts “under Speer […] became one of the main instruments in encouraging greater efficiency.”108 While other economic historians have indeed acknowledged the crucial role that a profound understanding of procurement contracts plays for the analysis of the Nazi economy, they provided evidence of the use of fixed-price contracts before 1942. In doing so, they helped to undermine the idea that 1942, or the change from Todt to Speer, marked a turning point in the German war economy.109 Obviously, the Göring decree did not have the impact that Overy ascribed to it and his claim does not hold for the construction industry either.110 In occupied Norway, the EW still used cost-plus contracts to a considerable extent even in the last year of the war. In addition, the OT never introduced a true fixed-price contract, but designed a so-called efficiency-output contract (OT-Leistungsvertrag), which combined features of both fixed-price and cost-plus contracts.111 But why?
 
              There are several possible explanations for this. Based on the positions that have been discussed in chapter I.1.b, stressing German entrepreneurs’ autonomy and ample scope of action, one could assume that the National Socialist state was not powerful enough to force private construction companies into signing an unwanted type of contract. According to this assumption the OT was “weak” and so dependent on the expertise of the private industry that the latter was able to dictate the terms of cooperation. An alternative explanation is that Overy’s understanding of the advantages and disadvantages of the two contract types is too short-sighted and there were rational arguments for German procurement agencies like the OT to continue awarding cost-plus contracts after 1942. Throughout this thesis, I will use PA theory as a tool to analyse the contractual relations between the OT and the private companies and to gain a better understanding of the motives and conflicts between the contractual partners.
 
              A Principal-Agent relation can take many different forms: a boss and her workers, a physician and his patient, or a state agency awarding a contract to a private company. The case of governments and state agencies that delegate the implementation of construction projects to private construction companies is a classic example of PA theory.112 The assumption that principal and agent have differing interests forms the core of this theory. Providing the most thorough analysis of contract regimes in construction under the Third Reich, Jochen Streb has modelled the National Socialist construction industry as a three-staged PA problem.113 The companies as agents are interested in maximising their profits with as little effort as possible, whereas the principal (in our case the OT) tries to find the optimum balance between reducing costs and carrying out a project as fast as possible. However, procurement agencies like the OT can be agents, too. While the OT’s focus was on the realisation of the construction projects, the agencies within the German Reich that were concerned with public spending acted as principals when they controlled and attempted to limit the OT’s expenses. A third PA relation exists between companies and their workforce, this time with the companies as principals who want to reduce production costs and maximise their worker’s efforts, and the workforce as agents who try to earn as much money as possible with as little effort as possible. Throughout this thesis, when speaking about firms, about their motives, strategies and scope of action, I always refer to the firms’ managements. Their motives, strategies and scope of action, especially under the para-military OT, do not necessarily coincide with those of their workforce. For now, I will focus on the relation between procurement agencies (principal) and construction companies (agents).
 
              A PA relation always represents a conflict of aims in which the agent’s room for manoeuvre originates from information asymmetries. That means that the contracting partners do not share the same relevant information about a project’s costs. Building companies usually have a better idea of how long it will take to complete a particular construction project, how experienced they are in the specific area in question, and hence what the real costs will most likely be. When negotiating with the principal, the entrepreneur can therefore either understate the company’s efficiency or overstate the project’s complexity. Principals run the risk of selecting the agent who was most successful in deluding them – a problem known as adverse selection. After the conclusion of the contract, too, a company will not necessarily act in the interest of the principal (moral hazard). As examples for this phenomenon, Jean-Jacques Laffont and Jean Tirole mention “[…] purchase of materials and equipment at high prices, and hoarding of engineers or machines not required under current contracts but useful for commercial profits or for winning future contracts […]”.114
 
              The principal has options and tools at its disposal to reduce the negative effects of information asymmetries. Their implementation, however, comes at a price: transaction costs.115 In the case of construction projects, the principal could first try to gather detailed information on the real construction costs, ideally of every single work step, and the real productivity of the agent, before concluding a contract. Second, the customer could ex post try to implement tight price controls, monitor the construction sites and scrutinise the company’s book-keeping, or – third – enter renegotiations on certain contract clauses. All these measures create considerable transaction costs, as they require a staff of experts and controllers and – not least – time. Depending on the type of transaction, the costs are often labelled as information costs, control costs and bargaining costs, respectively.116 The principal always faces a trade-off between lower costs of the overall project and lower transaction costs.
 
              When dealing with this dilemma, the different types of contracts used by procurement agencies play a crucial role. As mentioned above, German state authorities in the 1930s and 1940s often used cost-plus or fixed-price contracts. Both contract types come with advantages and drawbacks and offer the agent different incentives.117 Cost-plus contracts are prone to moral hazard because the firms do not bear the risk of rising costs during the construction phase and have no incentive to reduce the building costs. Since the profit is calculated as a percentage of the total building costs, there is even an incentive to inflate the costs. A fixed-price contract, on the other hand, reduces the costs of moral hazard. If the building costs turn out to be lower than the fixed price agreed upon beforehand, the agent can keep the margin. Therefore, the agent should be interested in finishing the project faster and at a lower price to maximise his or her earnings. The clear disadvantage of fixed-price contracts, however, are high transaction costs. Before being able to agree on a fixed price, both principal and agent have to define work steps and gather detailed information on the construction process. Moreover, an open and competitive bidding process has to be initiated to reduce the problem of adverse selection. Under certain conditions, the VOB also permitted single tender procurement, that is, awarding contracts to a firm directly, without inviting tenders.118 This speeds up matters, but the agent, who bears the risk of increasing costs under a fixed-price contract, could try to capitalise on information asymmetry and push through a higher fixed price. The more complex a project is, the harder it becomes for the principal to assess the real costs of a construction project, thereby reduce information asymmetry and negotiate a lower fixed price.119 After the start of construction, changes in the project’s design and unforeseen events may lead to expensive and time-consuming renegotiations.
 
              The set-up of cost-plus contracts, in contrast, is simpler and there is no need for complicated renegotiations. Therefore, Patrick Bajari and Steven Tadelis conclude that fixed-price contracts are more suitable for simple, standardised projects where there is some time for planning and later design changes are unlikely, while cost-plus contracts can be the better choice for getting complex projects started as fast as possible.120 In his analysis of contract types and negotiations in the German construction industry during the Third Reich, Jochen Streb points out accordingly that there is the paradox that a cost-plus contract is better “to get a construction project started quickly” whereas a fixed-price contract sets incentives “to get the construction project finished quickly”.121 Streb notes several cases in his sample where this paradox was solved by starting construction under a cost-plus contract and then switching to a fixed-price contract later on.122 Thus, based on the assumptions of PA theory, there are rational arguments for the continuous existence of both types of procurement contracts.
 
              Under a cost-plus contract the risk of delays is borne by the principal: under fixed-price contracts, however, the company bears the risk of financial losses when works stop. Therefore, PA theory assumes that companies try to conclude cost-plus contracts or – if that is not possible – demand that high-risk premiums are included in the contracts to cushion the risks of ex ante uncertainty.123 The effects of this strategy should not be underestimated. When companies push through a high-risk premium and a high overall fixed priced for the construction project and also manage to include various exceptions in the contract clauses, the cost-reducing effects of fixed-price contracts may vanish completely. Accordingly, Bajari and Tadelis point out the importance of competitive bidding during the procurement process.124 Only by comparing bids from several companies can a procurement agency be sure of sorting out overpriced offers.125 Competitive bidding was still the rule in the early days of the Third Reich, for example for the Autobahn projects. However, from the mid-1930s onwards, with construction companies overwhelmed with state orders and state agencies actually competing for contractors, the amendatory mechanism of competitive bidding was used less and less and was indeed often suspended completely. In other words, it is highly questionable whether the necessary preconditions for the effective functioning of fixed-price contracts were still given from the second half of the 1930s onwards. This holds true for the OT’s projects in the occupied territories in particular.
 
              In an attempt to find a middle ground between cost-plus and fixed-price contracts, National Socialist authorities introduced so-called Selbstkostenfestpreisverträge, literally translating as costs-fixed-price contracts, in 1940.126 In the OT universe, this contract type became known as efficiency-output contract (OT-Leistungsvertrag) . Its main feature was that firms had to disclose their price calculations in a standardised schema and estimate the overall price of the project. This did indeed facilitate the subsequent control of prices, but increased the control costs, too.127 The profit was now preferably to be calculated as a fixed sum in order to eliminate the incentive to increase costs deliberately. However, with the permission of the awarding authority, calculating the profit as a percentage of the construction costs was still possible.
 
              Table 1 summarises the effects of different procurement procedures as described by Streb.128 Given that the ideal – fixed-price contracts resulting from a competitive bidding process – was often no longer an option, awarding authorities had to choose between several procedures and contract types that all had their drawbacks. For the firms, we can assume that they preferred either cost-plus contracts or fixed-price/efficiency-output contracts with high-risk premiums. Over the course of this thesis, I will take a closer look at contract negotiations and the firms’ motives, particularly when working for the OT in occupied Europe.
 
              
                
                  Table 1:Effects of different procurement procedures on information asymmetry and control costs.*.

                

                         
                      	 
                      	Reduction of information asymmetry 
                      	Reduction of control costs 
  
                      	 
                      	Reduction of adverse selection 
                      	Reduction of moral hazard 
   
                      	Competitive bidding resulting in a fixed-price contract 
                      	high 
                      	high 
                      	high 
  
                      	Single tender procurement resulting in a fixed-price contract 
                      	low 
                      	high 
                      	moderate 
  
                      	Cost-plus contract 
                      	high 
                      	low 
                      	low 
  
                      	Efficiency-output contract 
                      	moderate 
                      	high 
                      	low 
 
                

                
                  
                    *Streb, ‘Preisregulierung’, 43.

                  

                

              
 
             
           
          
            2 Argument and Structure of the Thesis
 
            The thesis conceptualises the OT as one of the institutional hybrids, located between traditional bureaucracy, the powers of plenipotentiaries and public-private partnerships, which have been identified as characteristic of the political system of the Third Reich.129 During the Second World War, no other industrial sector relocated its activities to the occupied territories to such a degree as construction. I argue that in this setting, German construction firms were not only subject to, but an integral and formative part of the German construction administration. They shaped and influenced the OT’s policy, rather than being subjugated by a military, dictatorial organisation. Thus, the National Socialist plans to literally rebuild Europe would have been unfeasible without relying on private business. On the construction sites all over occupied Europe, firms not only retained a great deal of entrepreneurial freedom, but took over administrative tasks that kept the OT machinery running. Together, the OT and its contractors laid the foundations of occupation.
 
            To provide a background to my analysis, chapter II will briefly outline the structure and economic development of the German construction sector during the Third Reich. The sector experienced an unprecedented boom particularly in the second half of the 1930s, before domestic demand declined during the war. This put construction firms in a special position, as – more than in any other sector – German projects in the occupied territories became a chance to keep up their level of activity. Furthermore, chapter II will provide an overview over the history of the GdSt and the OT in pre-war Germany. The objective is to gain an understanding of the relation that Fritz Todt built with the German construction industry during the 1930s. When companies entered negotiations with the OT during the war, their expectations were of course influenced by the industry’s earlier encounters with Todt’s apparatus.
 
            In order to operationalise and answer the research questions outlined above, in chapter III, I will look at crucial points of contact between state and construction industry throughout the 1930s and 1940s. Such points of contact included, for example, the state’s various attempts at regulating the construction sector and steering the companies in the direction that the regime desired. Regulations concerned the control of wage rates and entrepreneurial profits among other things. Construction materials were rationed, labour mobility restricted and construction sites closed down. While construction certainly was a highly regulated sector in National Socialist Germany, I argue that the detection and description of regulations alone tells us little about entrepreneurial room for manoeuvre in the sector and day-to-day work on the construction sites. Chapter III will therefore assess the regulations’ implementation, limitations and sometimes unintended effects. An equally important point of contact were the contract negotiations between the OT and the firms. They, too, must be central to any analysis of the Organisation and will be covered in chapter III.
 
            While certain state agencies relentlessly insisted on observing the National Socialist price and wage stop, the OT preferred to keep the industry on a long leash. More often than not, the OT and its contractors forged an alliance to ward off interference by the German Court of Audit and the Reich Price Commissioner, for example. In this context, it was of paramount importance that Fritz Todt was able to rely on the personal authority of Adolf Hitler, which also found its expression in the OT’s status as a Supreme Reich Authority (Oberste Reichsbehörde). Chapter III shows how this contributed to rising profits and exploding costs. I argue, however, that this should not be misinterpreted as an organisational failure of the OT. It was its very nature – and it did in fact yield results, as attested by the countless massive constructions all over Europe.
 
            Chapter IV then follows the OT to the occupied territories and Norway in particular. The chapter will analyse the OT’s modus operandi in occupied Europe and particularly enquire what consequences the OT’s increasing militarisation and status as Wehrmacht auxiliary force had for the OT’s contractors and their entrepreneurial scope of action. The argument is that the OT contractors – although integrated into an increasingly militarised framework – did not lose their identity as independent economic entities. Moreover, they often played an active role within the criminal National Socialist occupation regime.
 
            With regard to occupied Norway, chapter IV will show why EW was established in spring 1942 and how the German construction activities impacted the economy of the occupied country. To this end, EW’s funding mechanisms will be investigated. The financial aspects of the OT’s activities in occupied Europe and their impact on the occupied countries’ economies are among the biggest desiderata in the research on the OT. In examining them, the chapter will add new, important findings to the history of occupied Norway. The chapter will also address the German attempts to regulate the construction sector in occupied Norway, again stressing the importance of control deficits and inefficiencies in particular.
 
            Finally, chapter V will analyse in detail the motives of German construction firms for accepting an OT order in occupied Norway. It rejects the assumption that the OT conscripted German firms against their will. Thus, incentives provided by the Organisation and the companies own motives must become the centre of focus. The chapter will provide detailed analyses of the contract negotiations between the EW and its contractors and of economic aspects of EW’s system of forced labour.
 
            Moreover, two major findings of the chapter will contribute not only to the history of the OT, but also to the research on economic and business history as well as to the research of National Socialist forced labour: first, I argue that the OT’s so-called efficiency-output contract was a pioneering attempt to raise companies’ performance in a setting of high risk and time pressure in the second half of the war. Second, I regard the introduction of so-called performance factors for entire ethnic groups of forced labourers as an equally pioneering attempt to make the exploitation of forced labour manageable under the unpredictable conditions of war and occupation. In both cases, I will demonstrate that private German construction firms played a crucial and active role in their formulation and implementation.
 
            As the Organisation relied heavily on the firms’ expertise and support, the latter were able to profit financially from the information asymmetry between them and EW. German construction firms in occupied Norway were not subject to a command economy and they were not taken over by the OT. If anything, it was private business that more and more often assumed responsibilities previously held by the state. As stated before, this is not the story of a failing state organisation. A high degree of industrial self-responsibility was the precondition for the realisation of OT’s projects all over Europe.
 
            Combining the arguments outlined above, the thesis’ main argument is that this industrial self-responsibility made it possible to lay the foundations for an entire continent under German domination in the first place. The OT did not carry out countless projects in Germany and occupied Europe for almost seven years by erecting a huge quasi-military apparatus with a rigorous contract regime, extensive controls and draconian penalties. Quite the contrary: the Organisation used incentives rather than force, let its contractors participate in the formulation and implementation of its policy, delegated tasks to private business and allowed its contractors to realise respectable profits. Moreover, steering a sector as large and fragmented as construction only by means of commands and controls would have been unfeasible. This opened up a scope of action for private business to pursue its own goals and safeguard its interests not only by eluding the Organisation’s monitoring efforts, but also by exerting influence on the OT “from within”.
 
           
          
            3 Sources
 
            As shown in the literature review, the relation between construction industry and state agencies in the Third Reich calls for an exhaustive analysis. There is no doubt that the unique and extensive records of Einsatzgruppe Wiking in the Norwegian National Archives in Oslo are crucial for reconstructing the history of the EW. The approximately 450 linear metres of documents of the OT’s Nordic branch are probably the most important and promising source for historians of the OT, as they have survived the war largely intact.130 In contrast, the holdings of documents on the OT at the German Federal Archives in Berlin are fragmentary and contain little material on the mission in occupied Norway.131
 
            Besides OT’s Einsatzgruppe Wiking, the thesis puts the focus on the offices that were closely connected to the OT both institutionally and at the staff level: the GdSt and the GB Bau. While the GdSt has left behind self-contained holdings (R 4601), the history of the GB Bau had to be reconstructed from sources spread over various archives. Significant holdings furthermore exist at the Hessisches Hauptstaatsarchiv Wiesbaden,132 as the Reichsautobahnen unit from Frankfurt am Main organised the mobilisation of firms and machinery transports in the beginning of EW’s mission in 1942. The holdings at the National Archives in Oslo also contain material of GB Bau’s representative in occupied Norway.
 
            For the thesis, further material has been used more extensively and under different angles than existing research has done so far: several state agencies criticised the OT’s financial conduct, the violent construction boom and the attempts to regulate the sector in the late 1930s. Therefore, I have supplemented existing literature and the sources left behind by the OT itself with seldom-used material from the German Court of Audit, the Reich Price Commissioner and the RFM.
 
            Most importantly, however, records of private German construction firms have been used throughout this thesis. There are strong methodological reasons for this. As outlined above, one of the thesis’ main arguments is that the relation between the OT and its contractors – and more generally between state and construction industry – was characterised by information asymmetries and control deficits. Trying to unveil the companies’ motives and strategies during their negotiations with the OT and their reactions to state regulation exclusively on the basis of sources produced by state agencies would thus have inevitably missed important parts of the picture.
 
            Two groups of internal wartime records are particularly relevant in this respect. First, the firms’ local construction site managers in occupied Norway reported on a regularly basis to their head offices in Germany. Furthermore, contracts with EW usually had to be checked and approved by the firms’ managers in Germany. At the National Archives in Oslo we find a great many documents that private German construction firms (for example Steffen Sohst, Kiel) had to leave behind in the last days of the war. They can today be found among the records of the EW. Furthermore, substantial holdings of documents are available at the Archiv des Instituts für Stadtgeschichte, Frankfurt am Main (Philipp Holzmann AG), Thüringisches Hauptstaatsarchiv, Weimar (Straßenbau AG), and Landesarchiv Berlin (Allgemeine Baugesellschaft Lorenz).133 Second, the companies discussed the terms of their mission in Norway with Wirtschaftsgruppe Bauindustrie (Wigru Bau), the construction industry’s association, which also established a liaison office in Oslo. Material of Wigru Bau can be found both in the OT archive at the National Archives in Oslo and at the Federal Archives in Berlin.134
 
            In addition, post-war statements in memoires and anniversary festschriften as well as the construction industry’s publications between 1933 and 1945 have been evaluated. They have of course to be read with particular care. After the war, firms were presumably interested in downplaying their own participation in the exploitation of occupied Europe and presenting themselves as victims of a dictatorial organisation. Publications from the period before 1945, on the other hand, did certainly not display the construction industry’s unvarnished opinions. Nevertheless, Wigru Bau’s periodical Die Bauindustrie has proven to be a helpful and extremely rich source. In addition, business reports of 26 construction companies from the 1930s and 1940s have been evaluated.135
 
            In general, however, only few construction firm records have survived the decades. Enquiries at almost 100 German state, regional and town archives regarding firms that were active in Norway yielded only few results. This can be partly explained by the fact that construction is a sector that experienced countless mergers, take-overs and bankruptcies in the decades following the Second World War. This holds true for small, often family-run businesses in particular, in addition to the fact that these firms have produced only few records in the first place. Therefore, large firms are clearly overrepresented also in the sources used in this thesis – a well-known problem for many business historians. The conclusions drawn in this thesis should thus be applied to small construction businesses only with reservations.
 
            Finally, enquiries with a dozen of construction firms that are still operative today mostly remained unanswered, even though some of them verifiably possess records on their history during the Third Reich.136 The question is whether the opening of corporate archives during the 1990s and early 2000s – a reaction to the public debate on National Socialist forced labour – really marked a change in corporate culture or in fact was merely a temporary concession to public pressure.137
 
           
         
      
       
         
           
            II The German Construction Sector between Crisis and War
 
          
 
          
            1 Construction in the Third Reich: An Overview
 
            The construction sector has always been sensitive to cyclical ups and downs, but the twelve years of National Socialist rule were certainly an age of extremes for the German construction industry. Few sectors were hit as hard by the economic crisis of the early 1930s and few experienced such an overwhelming boom later on. Initially fuelled by public work creation measures, the construction sector increasingly profited from the regime’s policy of rearmament that was to make the armed forces, the armaments industry and other infrastructure ready for war within the shortest possible time. According to Adam Tooze, between the National Socialist seizure of power and the autumn of 1938, the share of national output spent on the military rose from one to almost 20 percent: “Never before had national production been redistributed on this scale or with such speed by a capitalist state in peacetime.”1
 
            Between the disastrous year 1932 and 1938, construction output in the Altreich, that is Germany in its pre-1938 borders, rose by more than 400 percent. Even compared to 1928 – a strong pre-crisis year – output had almost doubled by 1938 (Figure 1). This almost matched the growth of the 10-year period between 1950 and 1960, when an entire country had to be rebuilt after a devastating war.2 Especially from the mid-1930s onwards, the construction projects managed by Fritz Todt contributed greatly to this boom: first the Reichsautobahnen, which Todt planned in his position as GdSt, and from June 1938 onwards the Westwall, which would become the birthplace of the OT and probably the largest construction undertaking Germany had ever seen.
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                Figure 1: German construction output 1928/32–44 in million RM, current area of “Greater Germany”, constant 1938 prices. Source: appendix, Table A1.2.

             
            After the outbreak of the war, however, domestic demand for construction works was cut back considerably and under the direction of the OT, construction firms relocated many of their activities to the occupied territories. Within Greater Germany, construction output fell by more than 70 percent between 1939 and 1944.
 
            In the following, part a will provide a brief overview of the structure and organisation of the German construction sector in National Socialist Germany. The aim is to identify peculiarities of the sector that impacted the state’s ability to steer and regulate German construction firms. Furthermore, I will introduce key terms and definitions that were used in contemporary statistics and politics to describe the sector, many of which will also be used throughout this thesis.
 
            Part b will cover the period between the economic crisis of the early 1930s and the end of the decade, when the massive state demand overburdened the construction sector. In particular, I will investigate the effects of the work creation measures on construction and discuss the construction industry’s leading role in lobbying for work creation. Although the first work creation measures neither originated from National Socialist policy nor were responsible for sparking the upswing in the construction sector, I argue that they decisively shaped the construction industry’s attitude towards the new regime.
 
            Finally, part c will ask about the consequences that the considerable drop in domestic demand had for construction firms after 1939. The situation in construction differed from that in other sectors of the German war economy and thus helps us to understand construction companies’ particular motives and options during their negotiations with the OT.
 
            
              a Structure of the Sector
 
              Measured by workers employed, construction was Germany’s largest industrial sector on the eve of the Second World War. Between June 1933 and June 1938, the number of workers in the construction sector had risen from 1,745,000 to 2,071,000.3 However, the occupation census of 1938 still underestimated the number of persons working in this fragmented sector, as the German Statistical Office (Statistisches Reichsamt, SRA) only counted employees that were required to have labour books, the obligatory employment record books that had been successively introduced from 1935 onwards.4 In its industrial census of 17 May 1939, the SRA registered almost two and half million Germans that were working in construction. This remarkable growth within less than a year can be mostly explained by the annexation of Austria and the Sudetenland and the fact that this time, also the owners of construction businesses were counted.5 Moreover, the labour offices sent many workers from other occupations to the Westwall, whose construction had started in June 1938. Construction was, however, not only one of the largest, but also one of the most fragmented sectors of the German economy: applying a very broad definition, the SRA listed 266,803 independent production units in May 1939.6 This huge sector was usually divided along three axes, establishing several categories of construction firms and activities that often overlapped and were not always clearly defined.
 
              First, the number of 266,803 production units included almost 88,000 firms of the construction sector in the narrow sense, also called the main trades contractors (Bauhauptgewerbe), and almost 145,000 special trades contractors (Baunebengewerbe) such as painters, roofers, chimney builders or insulation contractors. Second, around 28,000 firms were industry firms, defined as such by their membership in the association of the German construction industry, Wigru Bau. More than 238,000 production units, however, were handwork firms, organised in one of the various construction handwork organisations.7 The handwork businesses were often smaller and at times only consisted of the owner, some family members and a handful of employees. More than 200,000 of these production units employed ten persons or less.8 Third, construction activities in Germany were traditionally divided into Hochbau and Tiefbau works.9 The terms were also commonly used in German statistics. Hochbau refers to structures with a mainly vertical extent, mostly works above ground level, such as residential construction, factories and public buildings. Tiefbau refers to construction with a mainly horizontal extent, sometimes including work below ground level, like tunnels, roads, railways, harbours, fortifications, and canals. Traditionally, Hochbau was dominated by handwork firms, while Tiefbau projects were planned by engineers. The existence of a separate employers’ liability insurance association for Tiefbau (1887) and the foundation of a separate Tiefbau association (1900) bear witness of this division within the sector.10 Tiefbau workers were covered by the nationwide employers’ liability insurance association for Tiefbau (Tiefbau-Berufsgenossenschaft) . Workers of handwork firms, mostly engaged in Hochbau, were covered by twelve regional associations (Baugewerks-Berufsgenossenschaften). However, the division between Tiefbau and Hochbau activities had already lost much of its meaning in the 1920s and 30s. Due to advances in the field of structural steel engineering and the increasing use of reinforced concrete, for example, Hochbau was no longer the exclusive domain of tradesmen and craftsmen. Many companies were engaged in both fields of construction.
 
              Two major shifts in the sector’s structure occurred over the course of the 1930s. On the one hand, the National Socialist building boom was primarily driven by a rising state demand. While approximately half of the German construction volume had been publicly financed during the 1920s, the share rose to two thirds in the second half of the 1930s. Residential building suffered most from the shifting priorities, especially because publicly financed housing programmes were cut back (Figure 2). By absolute numbers, private residential building activity actually remained quite stable in the second half of the 1930s, and even above the level of the boom years of 1927–29. Timothy Mason has interpreted this fact as evidence for a run on tangible assets, motivated by a persistent fear of inflation among the German population.11 However, private building activity alone could not countervail the increasing housing shortage, and by 1939, there was an uncovered demand of 2.5 million homes.12 The situation worsened when residential construction came to an almost complete halt during the war.
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                  Figure 2: Proportion of the production volume in public and private construction and housing, 1924–38. Source: appendix, Table A3.1.

               
              Dependence on public orders was even higher among the larger building firms that were organised in Wigru Bau. In mid-1935, the association started collecting data on orders placed with their member firms and published these figures for the years 1936 to 1938. As it becomes clear from Table 2 below, orders by the Reichsautobahnen Corporation and the Wehrmacht (mostly hidden in “non-recurring public investments”) were extremely important for the construction industry firms. But even for Wigru Bau’s members, private industry as well remained an important customer throughout the 1930s. The figures confirm Jonas Scherner’s observation, according to which private sector investments even increased during the rearmament boom, instead of being crowded out by public investments.13 In the case of the construction industry, however, the Westwall construction shifted the ratio between public and private construction in favour of the former from June 1938 on. The 1938 figures of Wigru Bau did not yet include the orders by the OT at the Westwall. The fortification line included, the association estimated that the share of public construction among the member firms exceeded 80 percent already in 1938.
 
              
                
                  Table 2:Orders placed with Wigru Bau member firms, in %, 1936–38.*.

                

                         
                      	 
                      	1936 
                      	1937 
                      	1938 
   
                      	Public construction 
                      	74.4 
                      	72.8 
                      	68.8 
  
                      	Reichsautobahnen 
                      	17.7 
                      	16.2 
                      	16.0 
  
                      	National Railways 
                      	4.4 
                      	3.7 
                      	4.5 
  
                      	Non-recurring public investments 
                      	32.9 
                      	27.4 
                      	21.3 
  
                      	Post Office 
                      	0.2 
                      	0.3 
                      	0.2 
  
                      	Reich building administration 
                      	1.8 
                      	3.6 
                      	3.5 
  
                      	Reich waterway administration 
                      	4.2 
                      	2.9 
                      	4.9 
  
                      	German states 
                      	5.1 
                      	6.1 
                      	5.9 
  
                      	Cities and municipalities 
                      	7.0 
                      	7.6 
                      	6.3 
  
                      	NSDAP and its divisions 
                      	1.0 
                      	4.9 
                      	5.6 
  
                      	Other organisations 
                      	0.1 
                      	0.1 
                      	0.6 
  
                      	Private construction 
                      	25.6 
                      	27.2 
                      	31.2 
  
                      	Industry 
                      	19.4 
                      	22.3 
                      	24.3 
  
                      	Trades and transport 
                      	0.7 
                      	0.4 
                      	0.5 
  
                      	Banks and insurance companies 
                      	0.5 
                      	0.5 
                      	0.4 
  
                      	Agriculture 
                      	0.1 
                      	0.2 
                      	0.2 
  
                      	Housing (privately financed) 
                      	4.9 
                      	3.8 
                      	2.8 
 
                

                
                  
                    *‘1938–1939. Rückblick und Ausblick’, Die Bauindustrie 7, no. 1 (1939): 6–10; Karl Ehrler, Die statistische Erfassung der Bauwirtschaft. Methode und Auswertung (Dresden: M. Dittert & Co, 1940), 117.

                  

                

              
 
              The second major change in the sector’s structure concerned the share of Hochbau and Tiefbau works. As will be shown below in section II.1.b, the government’s work creation measures already targeted primarily at Tiefbau. The Institute for Business Cycle Research (Institut für Konjunkturforschung) even arrived at the estimate that 90 percent of the growth in the building production of 1933 could be attributed to Tiefbau projects for public customers.14 In the following years, firms of this sub-sector continued to profit from the upswing to a larger degree than Hochbau firms. The latter were increasingly hit by cutbacks in public spending, especially after the outbreak of the war. In contrast, major projects like the Reichsautobahnen, the Westwall and many of the OT’s projects in the occupied territories were Tiefbau works. Therefore, the situations of, for example, a road construction company and a firm specialised in the building of dwellings could be very different.
 
              While for large companies that were engaged both in Hochbau and Tiefbau, the latter had always been an important field of business,15 the 1930s saw an increasing number of small firms and craftsmen focusing on Tiefbau. Indeed, among the “dubious elements” that sought their fortune in the booming Tiefbau and depressed the price level with frivolous tenders – a perpetual source of irritation for established Tiefbau companies during those years – were often craftsmen formerly engaged in Hochbau. As a Tiefbau entrepreneur complained, roadworks had been awarded to a mason, in another instance to a car rental company owner together with a carpenter. A stonemason carried out cable-laying works for the telegraph office while another mason was awarded land improvement works.16
 
              It is difficult, however, to quantify exactly to what extent Tiefbau superseded Hochbau during the Third Reich. The last figures on the sub-sectors’ production volume were published by the non-governmental Institute for Business Cycle Research in 1935 and covered the year 1934.17 After then, all information that has been found thus far is fragmentary, conflicting and uncertain to such a degree that it does not allow any qualified statements to be made on the development throughout the 1930s or even in wartime.18 Apart from the abovementioned indistinct definition of Hochbau and Tiefbau, the construction volume of these two parts of the sector was only measured indirectly.19 Estimates based on the monthly industrial reports (Industrieberichterstattung) to the SRA, published by Wigru Bau, show that the share of hours worked in Tiefbau rose from 50 percent in 1930–31 to almost 70 percent in 1938.20 The monthly industrial reports, however, seem to have covered only a part of the sector.21
 
              A third change in the sector’s structure is not clearly identifiable. During the war, particularly from 1943 onwards, small construction firms were threatened by concentration and rationalisation measures that aimed to comb out workers and close down inefficient firms. The sector’s “big players”, which were represented in various industrial rings and committees, decided on closures and were thus often suspected of using these measures to swallow up smaller competitors.22 However, although many small firms complained of losing workers to larger companies and the Wehrmacht, of limited access to building materials and of being ignored by procurement agencies, it is unclear to what extent wartime measures changed the sector’s general structure. Reliable data are lacking, but in December 1943, Reinhard Jecht of Dyckerhoff & Widmann stated that the number of firms in the construction sector had remained more or less stable.23
 
             
            
              b The National Socialist Building Boom: From Work Creation to Excess Demand
 
              After the truly devastating economic crisis between 1929 and 1932, work creation measures stood central in the construction sector’s recovery. This part of the chapter will investigate the effects of the work creation measures on construction and discuss the construction industry’s leading role in lobbying for work creation. Although the first work creation measures were neither originating from National Socialist policy, nor responsible for sparking the upswing in the construction sector, I argue that they decisively shaped the construction industry’s attitude towards the new regime.
 
              It has become a truism that the Great Depression needs to be central to every account of the National Socialist society and economy. This economic downturn was truly devastating, and the share it had in dragging the Weimar Republic into the abyss can hardly be underestimated. Between 1929 and 1932, industrial output in the German Reich had plunged by 39 percent. Among the European economies, only Poland and Austria experienced similar contractions in industrial production.24 In the winter of 1931–32, and again in the winter of 1932–33, the number of unemployed Germans exceeded six million. These figures, however, do not include those workers who did not register as unemployed when losing their job or were removed from the official register – many of them women and long-term unemployed. Therefore, the unemployment figures only insufficiently reflect how many Germans actually lost their jobs in the downturn. Between the middle of 1929 and January 1933, the number of German wage earners working full-time fell from 20 million to 11.4 million.25 As Richard Overy points out: “The dimensions of the economic and political crisis in 1932 are easier to understand once it is recognised that the problem was not 6 but 9 million unemployed. Two out of every five Germans employed in 1929 were without work in the winter of 1932–3.”26
 
              Unsurprisingly, the cyclically sensitive construction sector immediately felt the effects of the crisis. Companies and private housing builders postponed investments and repairs, while state and municipalities cut back on their construction projects in order to relieve their budgets. The public authorities’ policy of belt-tightening was disastrous for an industry where public involvement was as great as in the case of construction.27 The value of German construction output fell by more than 70 percent between 1929 and 1932, measured in current prices.28 Unemployment figures, too, reflect how vulnerable this part of the economy was. In June 1933, the unemployment rate in the industry group of main and special trades contractors was at 44.8 percent: 897,170 construction workers and employees were without work. Among the larger industry groups, only the machine building and vehicle manufacturing sector showed a similarly high rate of unemployment.29
 
              It is therefore hardly surprising that in business circles, it was industrialists from the construction sector and from parts of the economy closely connected to it, such as producers of construction materials and machinery, that became the prime advocates of work creation measures. Other parts of the German industry were sceptical about public work creation programmes and employment schemes. They often regarded them as unacceptable interference in the sphere of private business and saw credit expansion as a dangerous fiscal experiment.30 Helmut Marcon has noted that the position of the Reich Association of the German Industry (Reichsverband der deutschen Industrie, RdI), for example, was “remarkably schizophrenic”, as the RdI combined a general rejection of direct work creation with the repeated complaints about its insufficient extent.31
 
              Only a handful of industrialists within the ranks of the RdI publicly advocated work creation. Among them was the Hessian cement producer Walter Dyckerhoff, whose plants were in serious economic trouble due to the crisis in the construction sector. Dyckerhoff published a memorandum on work creation in the summer of 1932, demanding “large public works based on state initiative, though executed by private business”.32 While he was an outsider within the RdI, Dyckerhoff’s memorandum reflected the position of the construction sector in general, for which the situation in 1932 was far too dramatic to follow the reserved line of the RdI. As early as March, an alliance of about 50 industrial associations, handwork guilds and federations had addressed a memorandum to the Reich Chancellor. Large and small construction companies, craftsmen, architects and engineers, producers of construction machinery and building materials alike demanded public work creation schemes. The paper provided worrying figures: in January 1932, unemployment among union members in the construction sector was at 88.6 percent. It was estimated that construction output in 1932 would fall to 24 percent of the 1928–29 average in residential building, 28 percent in private construction and 26 percent in public construction. The alliance demanded a 1.5 billion RM investment programme in order to get the sector back on its feet. Because the share of wages and salaries in the total costs of construction projects was comparatively high, the memorandum prognosticated considerable effects on other sectors and overall consumption.33 The calls for public work creation were repeated in the following months, for example by the Study Society for the Financing of German Road Construction (Studiengesellschaft für die Finanzierung des deutschen Straßenbaus) in June 1932,34 or by the Tiefbau industry, which even predicted the complete collapse of the Tiefbau sector in 1933.35
 
              At the height of crisis, the ranks of those rejecting the austerity policy of the Brüning government were swelling. Concepts were discussed that aimed at reducing unemployment with the help of large-scale work creation programmes that were to be financed by deficit spending.36 Many of the propositions came from politicians and economic experts of the extreme right.37 In May 1932, also the National Socialists presented their answer on unemployment and economic crisis to the German electorate in the form of the Immediate Economic Programme (Wirtschaftliches Sofortprogramm der N.S.D.A.P.). The programme presented the party’s ideas on job creation and more general economic measures and was to serve as a guideline for party speakers during the election campaign at the end of June. While previous economic policy would have concentrated on increasing German exports, the Nazis wanted “to seek increased sales where increased sales are to be found: in the domestic market.”38 Financed by credit expansion, housing construction, a 40 percent state subsidy to support “each worker willing and able to buy a single-family house”39 as well as large infrastructure projects played a prominent role in the programme. Because the Immediate Economic Programme also contained some anti-capitalist statements, as well as plans on price controls and foreign trade restrictions, it was already withdrawn in September – after the intervention of the German business community, according to Avraham Barkai.40 The programme that came to replace the Immediate Economic Programme was the Plan for Economic Reconstruction (Wirtschaftliches Aufbauprogramm) of October 1932. It toned down its predecessor’s anti-capitalist and interventionist demands, but still promised work creation measures worth 5–6 billion RM, of which 3 billion would be deficit-financed.41
 
              After the strictly deflationary policy pursued by Reich Chancellor Heinrich Brüning between 1930 and 1932, more and more voices in government circles, too, called for the state to take an active role in “kick-starting” the economy and creating jobs.42 After Reich Chancellor Franz von Papen had drawn up a small plan of direct work creation measures in September 1932,43 his successor Kurt von Schleicher appointed the president of the German Association of Rural Municipalities (Deutscher Landgemeindetag), Günther Gereke, as Reich Commissioner for Work Creation was known as an advocate of direct work creation and the man behind the so-called Sofortprogramm of January 1933, which earmarked 500 million for direct public investments. In a radio broadcast on 23 December 1932, Gereke explained that the austerity policy of the recent years had particularly harmed the industries that depended on public orders, leading to unemployment and declining tax revenues, which again limited the financial scope of action for vital public investments. To break the vicious circle, orders were to be placed by municipalities and districts all over the country, and not only with large, but also with mid-sized and small companies. To employ as many workers as possible, manual labour was to be preferred to machines and the work week limited to 40 hours. As far as possible, domestic building materials were to be used on the construction sites.44 The Sofortprogramm was financed through credit creation: the companies were paid with work creation bills, and the Reich obligated itself to redeem them in the following years.
 
              Like the Papen Plan, Gereke’s programme burdened not the current, but future budgets. In doing so, the Papen and Schleicher governments were gambling that the economy would be back on track soon. However, they did not live to see the results of their policy. While the timing of the Papen Plan was unfortunate – it was introduced too soon before the winter when unemployment figures were naturally increasing –, Gereke’s Sofortprogramm was passed only two days before Adolf Hitler attained power.
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