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1. Introduction




Like no other company in the 1950s, the Volkswagen plant reflect-
ed the economic rise of West Germany and its transition to a con-
sumer society. The Beetle, reproduced a million times over, quickly
exceeded all expectations and advanced the belated motorization of
German society. As the most important export, it brought foreign
currency to the domestic economy and an international reputation
to the new Bonn republic. Moreover, as it became ever more com-
mon on the road network — which state infrastructure improve-
ments were expanding at the same time — the Volkswagen Beetle
came to symbolize the advent of a new era shaped by material pros-
perity and consumption, even though most private households
were unable to afford one before the end of the 1950s.* Alongside
the cigar-smoking German chancellor of 1963-66, Ludwig Erhard,
who, in contrast to the strict patriarch Konrad Adenauer, embod-
ied the hedonistic side of the republic, the Volkswagen became an
icon in the economic founding mystique of the Federal Republic of
Germany.?

This mystique is based upon a solid economic core: without chal-
lenge, Volkswagen assumed a role of leadership in the German
automobile industry. This industry, in turn, rose to become a key
industrial sector in the years of the economic miracle and fostered
growth and modernization in many economic areas because its
orders and deliveries were integrated into the larger economy.
Fundamental to the industry’s function as the driving force of the
economy was the adaptation of Ford’s production concept. A deci-
sive precondition was also the reconstruction of the world market

under the aegis of the “Pax Americana.” Only once West Germany
was integrated into the world economy and export paths were
opened, did it become possible for automobile firms to orient their
investments to the logic of increasing economies of scale in indus-
trial mass production.? At the same time, the exporting successes
of the automobile industry significantly ameliorated and finally
overcame problems of integrating into the world market caused by
bilateral trade agreements and the dollar gap.*

Many contemporaries consider the development of Germany in the
1950s to be an economic miracle which began with the “shop win-
dow effect” of currency reform.®> Three main factors account for
the success of Volkswagen during this time: the concept of building
factories for mass production combined with modern capital stock;
the economic and currency reforms of 1948; and the introduction
of Fordism, which is associated with Heinrich Nordhoff.° The
founding mystique turns around this individual: supposedly,
Volkswagen’s rise to becoming an internationally successful auto-
mobile company began when Nordhoff was appointed General
Manager in January 1948. This impression was fostered by Nord-
hoff’s skillful self-promotion, and a clever publicity campaign de-
signed by Volkswagen’s chief press officer Frank Novotny.” Even the
most recent Nordhoff biography remains trapped in this “master
narrative”, in ascribing the foundation of the present company to
the effect of the General Manager. Consequently, it undervalues
the achievements of the British Military Government, which admin-
istered the Volkswagen factory from 1945 to 1949 as its custodian.?



Volkswagen owes more to the British than the “King of Wolfsburg”
wanted to admit. In any case, it took unusual optimism on the

part of British control officers to stick to the idea of keeping the
Volkswagen factory in operation and to pursue the development of
automobile production for the civilian population. Thus, that the
Volkswagen plant, which was in danger of being dismantled, sur-
vived the postwar planning of the Allied occupation powers, is due
not only to British policies toward Germany, which aimed to revive
the economy, and to the necessary export of Volkswagens for ac-
quiring currency, but also to the personal engagement of the Brit-
ish officers.® In comparison, the Adam Opel Corporation lost the
factory in Brandenburg, which was dismantled by the Soviets, as
well as the conveyor line and the production equipment for the
Opel Kadett in the factory in Riisselsheim, which the Soviet Military
Government acquired as a reparation payment.*°

Up to now, historical research has credited the British with con-
verting the plant to civilian production. It has also shown that the
plant’s position as an administered enterprise gave it a privileged
position concerning supplies. The production order and the pref-
erential delivery of raw materials in tight supply put the firm in a
position to begin production of personal vehicles earlier than its
competitors, who, for the most part, only built a few trucks for
transport and delivery for the respective Military Governments un-
til 1947/48. Thus, the British custodians gave the Volkswagen plant
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a head start.* Moreover, the export business that they stimulated

helped the firm utilize its capacities more efficiently, making it

more profitable,'? while their efforts to find workers for the plant
supported personnel development, which was characterized by a
high rate of turnover.

The role the British played in the technological and organizational
reconstruction of the Volkswagen plant, which was accompanied by
arealignment of the production process and of the firm’s organiza-
tional structure, has only received sporadic attention up to now.
The firm’s now hallmark quality policies, as well as the Sales and
Customer Service Department it established at that time, have
been similarly sidelined. Since the company’s largely intact pro-
duction resources were the only assets it had at the end of the
war,'* the question simply has to be asked: what were the driving
forces behind the company’s development in the four-year period
after the war from a Nazi armament factory into an automobile
company capable of competing on the international market — one
that had a head start in its domestic market and was also represent-
ed in several European markets with a highly respected, quality
product? The studies presented in this volume hardly provide an-
swers to this question. Instead, they seek to understand the devel-
opment in terms of a process of reconstruction that was prede-
termined by modern technological advances and tremendous
production capacity, and which — set into motion by the Allied need
for transportation and supported by their preferential delivery of
supplies — then succeeded on its own, more or less. If the compa-
ny’s development is understood in this way, then the Americaniza-
tion of production in the 1950s did not so much build on the foun-



dation of British preparations but rather on an ambitious founding
principle and modern means of production, which rendered the
company predestined to take on a leadership role among West Ger-
man automobile plants.®

But can the essence of the growth dynamic of the Volkswagen com-
pany in the 1950s really be attributed to the idea that it harvested
the “fruits of fascism” and was able to utilize them for technologi-
cal reform?*® Did the sharp rise in the public company not disguise
the fact that its starting position was anything but promising for the
mass production of the Volkswagen Beetle?!” The continuity per-
spective fails to take an elementary structural deficit into account
that was already planted in the Nazi planning of the factory: with
delusions of grandeur typical of the regime, the Nazis had used the
Ford factory “River Rouge” in Detroit as their blueprint, building
the Volkswagen plant as a Ford-like factory but not as a commercial
enterprise. The price for the “Kraft durch Freude” (Strength
through Joy), or KdF-Wagen — 990 Reichsmark - set by Hitler, but
also the plans for immense capacities that were supposed to allow
for the production of 1.5 million vehicles a year in its last stage of
expansion, made it obvious that the political will to make the Ger-
man “Volksgemeinschaft” a nation of car owners failed to seriously
consider business cost calculations and market realities.*® The
Nazis simply suppressed the consumption side of Fordism, which
required mass purchasing power. The company’s lack of market
orientation was most apparent in the system of KdF car savings as
well as in the plan to deliver the vehicles to their “consumers” or

buyers via the bureaucratic apparatus of the German Labor Front
(Deutsche Arbeitsfront, DAF). Consequently, the DAF, in appointing
main and subsidiary factories, did concern itself with customer
service but did not attach any great value to developing a sales orga-
nization.*®

The advent of the war, and the factory’s conversion to arms pro-
duction immediately after construction was completed, prevented
serial production from starting. But by tying the company to the
war economy, these changes also kept it from having to orient its
organizational and cost structures toward profitable production.
Instead, the Volkswagen factory developed into an arms factory
with various emphases, including the manufacture of jeeps and
amphibious vehicles. In sum, the starting conditions for the com-
pany, shaped by the Nazi founding principle and the war, were in
no way favorable to the serial production of the Volkswagen Beetle,
even though the factory buildings and equipment suffered less
damage from Allied air strikes than the automakers Opel and
Daimler-Benz had.?® Both of these companies could fall back on

a qualified core staff, whereas the Volkswagen factory had only a
rudimentary group of permanent workers; after the forced labor-
ers left in May 1945, their number shrank to 1,105.2* Even the
company’s lack of a democratic tradition concerning the represen-
tation of factory-level interests proved to be a hindrance to the
development of structures for worker co-determination; this made
it difficult to expand the workforce and this challenge was not fully
overcome until the 1950s.



The present book takes a risk in looking at the British era of the
Volkswagen factory from a different point of view. It interprets the
order to produce 20,000 Beetles given in August 1945 as an event
that fundamentally altered the existing structures of the company
and ultimately resulted in transforming it into a civil private enter-
prise. This development was by no means linear and goal-oriented;
rather, it was a process — shaped by a variety of interest groups, im-
provisations, and setbacks - that occurred in three stages. The first
stage stretched from the beginning of jeep production for the Allies
to the conversion of the armament factory to civilian production

in December 1945, when the serial production of the Volkswagen
Beetle commenced. With this, the British had made a decision that
had far-reaching consequences for the future development of the
company, making it the only private vehicle manufacturer in post-
war Germany until 1947. By comparison, the U.S. Military Govern-
ment had granted Daimler-Benz permission to manufacture the
Type 170 Vin 1946 but stipulated that it had to be made as a small
utility vehicle.??

The second stage encompassed the years 1946/47, during which
the German factory directors reconfigured the plant’s technologi-
cal and organizational bases and propelled the expansion of the
staff with the support of the British management. Spurred by
British plans to export the Volkswagen Beetle, the company went
from orienting its production to the mobility needs of the Allies

to orienting its production to civilian demand with consideration
of costs. The Volkswagen factory completed the “lane change” to

a private commercial enterprise, which included securing co-
determination rights for the workers’ council established in 1945.
Nonetheless, this development was not yet reflected in production
figures, which were limited by a lack of sufficient materials and
workers. Therefore the production remained irregular. At the same
time, this phase equipped the company with indispensable know-
how for competing on the market that would help its economic rise
in the 1950s: The British established a quality policy, initiated and
supported the creation of sales and customer service structures,
and paved the way for the Volkswagen to emerge on the European
market.



The third stage began when Nordhoff was appointed General Man-
ager in January 1948 and ended when the Volkswagen factory was
transferred to the German federal government. The British initia-
ted this shiftin leadership trusting that Nordhoff would be able to
continue to align the company with the coming market competition
and to exhaust the sales potential both domestically and in foreign
markets. To help him master this task, they gave him a great deal
of autonomy. Taking full advantage of the basic conditions that im-
proved dramatically with the currency conversion, Nordhoff con-
tinued to develop the sales and customer service structures and to
improve product quality, and he carried forth the British export
policies. In addition, Nordhoff strengthened the company’s com-
petitiveness by reducing costs and diversifying its products. Com-
pared to its competitors, the Volkswagen Corporation found itself
in the pole position when the British handed it over to the custodi-
anship of the German federal government on October 8, 1949,
making it a publicly owned company.

In 1999, the first edition of The British and their Works appeared,
marking the fiftieth anniversary of the factory’s transfer to German
control and giving the British intermezzo its rightful place in the
company’s memory. The sixtieth anniversary provided an occasion
for evaluating more fully the store of files on the British period,
which are now more complete than before. What began as revision
became, in many parts, a new book that looks upon its object from
a different perspective. More precise in its concepts and structure,
it describes the transformation of the Volkswagen factory to a com-
mercial enterprise, completed under British direction, not as im-
manent to the technological structures but as a contingent and dy-
namic process that was shaped by the constructive pragmatism of
British occupation policy. At the end of this development, an auto-
mobile company had emerged in which the basic characteristics of
the present Volkswagen Corporation could already be discerned.



2. The Luck of the Vanquished




2.1 From Arms Manufacturer to Administered Enterprise

Sirens warning of the approach of tanks rang out in the evening
hours of April 10, 1945, harbingers of a democratic age in the
“Stadt des KdF-Wagens” (City of the KdF Car) founded near Fallers-
leben. In the Volkswagen factory, the assembly lines stood still;

an agonizing period of waiting began. At dawn, American troops
passed through the camp city, crossed over the Mittelland Canal,
and left a small unit of tanks in Fallersleben to secure the area

for the troops that followed. There was no resistance. The SS had
long since moved out and the Volkssturm was on its way to Tanger-
miinde. In the ensuing power vacuum, the freed forced laborers
vented their bitterness and unloaded their anger on their former
oppressors. Isolated looting and the threat of attacks on the popula-
tion spurred some vocal residents to ask the nearby U.S. troops for
help, and these moved in the next day to occupy the Volkswagen
factory and the city. Order descended on the lawless area that
would later be named Wolfsburg.??

Even before the German empire capitulated on May 8 and 9, 1945,
American units began to set up a repair shop for their vehicles at
the Volkswagen factory. There, they met with a committee com-
prised of former departmental managers and, on the recommen-
dation of the magistrate they had appointed, they entrusted Rudolf
Brérmann, the previous chief inspector, with the position of facto-
ry manager.2* He persuaded them to have jeeps built from the avail-
able spare parts to serve their mobility needs. The Americans’ or-
der to resume auto production was perhaps the most important act

they performed. Otherwise, the Volkswagen factory probably would
have been treated like war booty, and Germans, too, would have
plundered it. But with the order, production began in May 1945

on jeeps for the U.S. Army: under provisional conditions, a total of
133 were completed.?® On May 14, 1945, the press officer of the
U.S. forces made an announcement concerning further intentions
for the plant: “By order of the Allied Military Government, the
Volkswagenwerk at Fallersleben has resumed production and 10
vehicles of the well-known Jeep type (Kiibelsitzer) are leaving the
line every day. Production will be increased shortly. It is planned to
take up manufacture of the passenger car type as soon as possible.
The cars are destined for the occupation army and, at a later date,

for German administrative authorities and private owners.”2°

The Work of the British

But it did not come to that. The intermezzo under American occu-
pation — as brief as it was vital — ended when the region came under
British command. In June 1945, the Control Commission for Ger-
many, British Element (CCG-BE), assumed responsibility for the
Volkswagen factory and seized the former German Labor Force
company in accordance with Allied Control Council Law 52. Until
the Allies made a final decision about the ownership of former Nazi
organizations, the British assumed custodial control and took over
the administration of the factory. Economist Leslie E. D. Barber of
the Property Control Branch of the Finance Division in Berlin was
responsible for financial and proprietary matters; in December
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1945, the division dispatched its representative Alisdair McInnes
to the plant. In January 1946, Colonel Charles Radclyffe, the chief
of the Mechanical Engineering Branch of the Industry Division

in the headquarters for the British zone in Minden, took over the
leadership of technological concerns. The British provincial head-
quarters in Hanover entrusted the 29-year-old technician and busi-
nessman Major Ivan Hirst with the administration of the company.
As the Deputy Commander of the “22nd Advanced Base Workshop”
of the Royal Electrical and Mechanical Engineers (REME), Hirst
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had previously directed the construction of the central tank repair

shop in Brussels, acquiring practical experience in dealing with
local staff and with shortages in personnel and material supplies.
Hirst assumed his post at the Volkswagen plant at the beginning
of August 1945. In January 1946, the Senior Resident Officer at
Works was subordinated to the Trade and Industry Division in
Minden, which had taken over the management of the so-called
“Wolfsburg Motor Works” from the British provincial administra-

tion.?’



Leslie Barber, Charles Radclyffe, lvan Hirst, Richard Berryman,

Hermann Miinch (from left to right)

Assisting Hirst were Control Officer Richard Berryman, who was
in charge of production issues, and Karl Schmiicker, a civilian ap-
pointed by the Allied Control Commission. Berryman had experi-
ence in automobile manufacturing, having previously worked for
General Motors, and Schmiicker, who had spent four years becom-
ing proficient in English as a prisoner-of-war under the English in
World War I, acted as a translator and liaison between the German
factory management and the British officers. As business processes
grew increasingly complex, a governing committee was needed,

so Hirst and Barber agreed to create a sort of control board. The
so-called Board of Control, with representation for all of the de-
partments of the British Military Government involved in adminis-
tering the Volkswagen plant, held its first meeting on January 21,

1946. As arule, it met every month to deliberate basic questions

of the company. This board’s importance for the Volkswagen plant
can hardly be overstated because it made it possible for ideas about
upcoming issues to be exchanged quickly and directly without the
obstruction of bothersome bureaucratic detours. Colonel Charles
Radclyffe and Leslie Barber traded off the chairmanship of the
Board of Control, and in 1948, Alexander Goff assumed this role as
the Senior Property Control Officer. At the end of February 1946,
the Property Control Branch appointed a new chief custodian for
the plant — industrial lawyer Dr. Hermann Miinch, who seemed a
suitable choice because of the oppositional stance he had taken to-
wards the Nazi regime and the contacts he had made in the Czech

resistance movement.?®
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The British era at the Volkswagen plant began with the arrival

of REME units in June 1945. On the orders of Colonel Michael
McEvoy of the REME headquarters in Bad Oeynhausen, the Royal
Engineers constructed a large workshop with an adjoining storage
space for spare parts in the former arms factory, where about 8
percent of the German staff was employed in October 1945. This
workshop was used to repair British army vehicles and refurbish
engines, but also to make Wehrmacht trucks functional for German
transport companies.?’ In June 1945, the REME officers took stock
of the war damage, production possibilities, and the stored equip-
ment of the factory. At first glance, it seemed that the Allied air
raids had done considerable damage to the factory buildings, but
the report ordered by the management presented a more promis-
ing picture. The bombing had not appreciably impacted the tech-
nological equipment of the factory — and of the four factory halls,
only Hall 3 was largely destroyed. A total of 20 percent of the factory
buildings were unusable for production and a further 14 percent
were damaged. The machinery that the Nazis had stored offsite in
response to Allied air raids was intact, for the most part. Only 8 per-
cent of the equipment was lost and 11 percent had reparable dam-
age. Consequently, on June 23, 1945, the REME officers, in discus-
sion with the factory management, were able to draw up production
plans.3°
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From the available materials, about 500 jeeps could be manufac-
tured. 86 vehicles of this type stood ready for delivery but without
tires and hoses. The Royal Engineers decided to build 30 more
jeeps because the bodies were already almost finished. After that,
production was supposed to shift to half-ton utility trucks. The
management suggested delivering 250 of them each month in July
and August 1945, which amounted to producing ten trucks a day,
and planned to produce a suitable trailer and a “road tractor” later
on. As a result, the construction office got to work developing a
towing vehicle from the chassis of the jeep. Because food was
scarce, the British took interest in Ferdinand Porsche’s Volkspflug
(People’s Plough). 50 prototypes had been built from this model
during the war. However, even though the factory management
believed that the Volkspflug had been tested on “all kinds of soil in
Germany” and was “absolutely ready for mass production,” this
project could scarcely be pursued because an Italian company in
Brescia manufactured the parts and all the design drawings were
at the Porsche Company in Stuttgart.!



The production plan announced to department heads at the begin-
ning of July 1945 consisted of repairing English military vehicles
and engines as well as manufacturing jeeps of Type 82, utility and
mail trucks, tractors of Type 113, and truck trailers.?? But these
manufacturing projects were not an option for carrying the compa-
ny forward into the future; rather, they constituted a temporary
measure, as the results of the Potsdam Conference at the beginning
of August 1945 revealed. The policy toward Germany that the victo-
rious powers (the U.S., Great Britain, and the Soviet Union) decid-
ed upon there aimed, above all, to prevent Germany from ever
engaging in a war of aggression again. Demilitarization, denazifi-
cation, decentralization, and democratization were the key guiding
principles of the Allied occupation policy; these principles gave

the highest priority to breaking up the German armament industry
and provided for the dismantling of factories to drastically reduce
the country’s industrial capacities.?® This also applied to the
Volkswagen factory because it had not contributed to the German
economy during peacetime. Even the British Military Government,
at first, fully expected the CCG to utilize the plant temporarily for
repair and then, after a transitional period, to clear it for disman-
tling.3*

The Main Features of British Occupation Policy

Nevertheless, it was a stroke of good luck that the custodianship of
the company lay in British hands. British policy toward Germany
responded pragmatically to changing political circumstances, al-
though it adhered to certain premises and was shaped by contra-
dictory aims.3® To be sure, military security was the top priority in
political-strategic discussions and in war cabinet decisions at all
times, which is why disarmament and a reduction in the size of the
German empire comprised the main emphases of early planning
for Germany.3¢ However, weakening Germany too much would con-
tradict the Allies’ own interest in rehabilitating Europe’s economy,
for which Germany’s industrial potential was urgently needed.?’
Even before the end of the war, it was apparent that drastically
downsizing Germany’s industrial resources and reducing its heavy
industry would take an economic toll on the Empire, which was

on the brink of economic collapse. Instead, the British economy,
weakened by the world economic crisis and the war, needed rela-
tively stable economic conditions in the neighboring country for
two reasons: Only if Germany produced enough for export could
the costs for ensuring the survival of the population in the British
zone be reduced. Moreover, the reconstruction of the German
economy, in the long run, opened the possibility of Britain selling
its goods in the German market.*®
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This conflict of aims was exacerbated when the Allies failed to es-
tablish centralized administrations for the zones, which were then
divided first into autonomous economic and then political occu-
pied zones. This raised the costs of managing the British zone,
which was overflowing with refugees; food imports soon comprised
a large part of the occupation costs.*®

Consequently, in the disagreement concerning the future industri-
al basis of Germany, from which the amount of the reparations to
be paid could be determined as a sort of remainder, the British ad-
vocated maintaining German industry at a considerably higher lev-
el. They rejected Occupation Directive JCS 1067, which was shaped
by the rigid German plan of U.S. Secretary of the Treasury Henry
Morgenthau. Intended as a temporary operating procedure for the
commanding officers of the American occupation troops, this di-
rective provided for a drastic reduction in the industrial capacities
of Germany. It also urged the military to forego taking any steps to-
ward reconstructing the economy that went beyond ensuring mini-
mum provisions for the population. The British, by contrast, were
prepared to promote industrial sectors that would be important for
the peacetime economy more extensively so as not to endanger the
reconstruction of Western Europe.*° This engendered the directive
for handling German industry that the Economic and Industrial
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Planning staff adopted in July 1945, although it never went into
effect because of the approaching Potsdam Agreements. This direc-
tive did not follow the spirit of the Morgenthau Plan; on the con-
trary, it allowed the Military Government to decide for itself which
economic measures to regard as essential, thus providing decision-
makers with a lot of latitude. In practice, this resulted in “construc-
tive pragmatism” during the occupation.**

What could be more logical than satisfying the occupying power’s
tremendous transportation needs by utilizing the Volkswagen pro-
duction process already in operation, particularly since one clause
in the Potsdam Agreement made this possibility legal? The course
of the war had drawn the Allies from Normandy to Germany, caus-
ing a great deal of wear and tear to military vehicles. Replacements
from the home country would not be coming in the foreseeable fu-
ture. The British automotive industry would not be able to produce
anew two-seater all-terrain vehicle until 1947, and the Austin
model used during the war was prone to breakdowns. For a short
time, the British kept their heads above water by seizing German
civilian vehicles, although this did not even begin to meet their
growing mobility needs. Rapidly restarting Volkswagen production
offered a solution to these transportation miseries.*?



REME Workshop in the Basement of Hall 1




The Production Order that Saved Volkswagen

One of the most enthusiastic advocates of this solution was Colonel
Michael McEvoy because he, as the man in charge of the network
of REME repair shops in the British zone, was well aware of the ur-
gent need for additional transportation capacities. Moreover, the
automotive engineer had seen the Volkswagen at the International
Automobile Exhibition in Berlin at the start of 1939 and remem-
bered it with admiration. McEvoy probably instructed the REME
officers at the Volkswagen plant in late July 1945 to discuss a possi-
ble project with the management; it involved producing 20,000
Volkswagens for the British Military Government and German of-
fices.** According to the plans, production was to begin in Septem-
ber 1945 with 500 vehicles, and, from January to September, was
to reach 2,000 vehicles a month. REME had been instructed to pre-
pare a report by August 6, 1945, that would provide information
about material and personnel needs, as well as about urgently
needed supplies. In addition, it was to make concrete proposals for
carrying out this plan. Dynamic support for this project came from
Hirst, who advocated the production of the Beetle just as actively

as factory manager Brormann. Hirst did not try to persuade people
with words but, in accordance with McEvoy’s wishes, he had a
Beetle that was standing around the factory grounds painted khaki
colors and sent it to the headquarters in Bad Oeynhausen for dem-
onstration purposes. There, McEvoy presented the car, and the
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military agency told Hirst to proceed with preparations for serial
production. The decision was made even easier by the fact that the
costs for the Volkswagen production would be met by Germany’s
occupation payments and would not strain the British national

t.44

budge

Already on August 10, 1945, the Beetle stood on the list of the
Volkswagen plant’s current projects, even before the Military
Government in Hanover issued the official order. This order de-
manded the delivery of 20,000 Volkswagens, 500 special vehicles
with trailers for the postal service, as well as 200 trailers for Army
needs, to the Allies by July 1946.%° The management was well
aware of how much this order meant for the factory. In a memo,
Brormann called upon all staff “to justify the confidence which the
British Mil. Gov. places in our factory,” concluding with this chal-
lenge: “We are far ahead of other firms in the British zone. It is up
to us to keep the lead.”*® In early September 1945, Hirst informed
the management of a new program that would produce 4,000 vehi-
cles a month.*” A few days later, the Military Government declared
this program invalid because preparations for the start of produc-
tion were not proceeding fast enough. Beetle manufacturing was
now to begin with 1,000 cars in November 1945 and increase to
4,000 a month starting in January 1946,



The Ruins of Hall 3

On the one hand, the rapidly shifting instructions reflected how
difficult it was to assess circumstances properly in the immediate
postwar period. On the other hand, it was apparent that the Brit-
ish, at first, overestimated the plant’s production possibilities and
underestimated the consequences of the economy of scarcity with-
in which they had to operate. The expectation that the plant could
produce 4,000 vehicles a month derived from the large capacities
of the machines and the assembly lines, but stable conditions were

required for this number to be reached - that is, a continuous
supply of materials and parts manufactured elsewhere, a sufficient
number of unskilled and qualified workers, as well as a normal
supply of provisions. But the Volkswagen plant in the fall of 1945
was miles away from achieving such conditions. The production
goal, finally adjusted downward, was to manufacture 1,000
Volkswagens a month for the Allies — and even this figure, as

time would tell, could not be consistently achieved.
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The British Military Government’s decision to address its trans-
portation needs by manufacturing the Beetle was in no way a fore-
gone conclusion. The assembly fixtures, machines, and tools were
set up for making the Beetle, which was a suitable means of trans-
portation. But the Allies’ plans to dismantle German industry as ar-
ticulated at the Potsdam Conference provided substantial grounds
not to use the former arms factory for the production of military
vehicles. Manufacturing the Beetle, by contrast, offered the better
argument — in the controversial discussions about the reparations
to be paid by Germany - for postponing the dismantling of the
Volkswagen plant; this also brought time for corrective interven-
tions in the Four Power negotiations concerning the future level
of German industry. In this regard, the military administration’s
policy accorded with the London government’s approach for
determining the level of German industry.*

It also bears considering that, in assuming responsibility for the
Volkswagen company, the British were in charge of the largest em-
ployer in a structurally weak region, which constituted the only
source of livelihood for the resident population. Consequently, the
officers tasked with managing the plant bore a particular responsi-
bility to the workers. They did not limit themselves, as their func-
tion as custodians would suggest, to maintaining the status quo.
Rather, the British aimed to convert the former arms factory for
the serial production of civilian vehicles. After all, one thing was
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certain: the continued existence of the company entrusted to their
care, and with it, the livelihood of the local population, could only
be secured if the company manufactured a technologically modern
and commercially viable product for peacetime.*°

The Volkswagen factory became an administered enterprise man-
aged by the British — with all the advantages that this circumstance
entailed. The Military Government authorized the necessary cred-
its for the start-up of production and used its authority to overcome
some of the hurdles that the “command economy” presented. Be-
cause the Volkswagen plant was manufacturing for the Allies, it got
priority in the delivery of scarce raw materials that were distributed
according to a quota system, and this loosened the shackles of gov-
ernment rationing. Steel, an indispensable material in automobile
manufacturing, could only be obtained in exchange for “iron
vouchers,” which Hirst picked up once a month at the headquar-
ters in Minden. Thus, the plantlived “from hand to mouth” but did
not starve like other companies.>?

There were other advantages to being an administered enterprise
that were evident in the firm itself. Material and spare parts depots
were well filled and did not begin to run out until July 1946. With
its own power plant, the factory was less susceptible to the frequent
power outages of the postwar period, as long as there was enough
coal.>? But as this was not always the case, the power plant manager



Manual Operation in the Press Shop

sought — albeit in vain — to get the turbines connected to the public
network in May 1945. Finally, the Military Government lent a hand
and arranged for the Brunswick Electric Company to lay a high
voltage line. This allowed the power plant to be used more efficient-
ly and insured a more regular supply of fuel, even though the con-
siderable overcapacities prevented factory power from being truly
economical.’® In addition, the Volkswagen factory had its own press
shop —it had, after all, begun to manufacture the auto body for the
jeep after the Ambi-Budd plants had been destroyed in the late
summer of 1944.%

The Danger of Dismantling and Democratization

The Damocles’ Sword of dismantling swung over all these efforts to
get Volkswagen production back in gear until September 1946. But
the removal of the plant’s machinery would not have been in the
interest of the Military Government. Nor would it have fit with the
economic goals of Britain’s policy toward Germany, which, though
rigid, was flexibly applied. Consequently, London negotiators tried
to slow the pace of dismantling and to keep open the option of in-
creasing the level of German industry in the future — even though
the dismal economic situation dramatically reduced the prospect
that German goods would be able to be exported to reduce costs.

As aresult, in the battle to determine the future level of German in-
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dustry, the lines were not drawn along the ideological East-West
border but straight through the political camps, with Great Britain
on the one side and the U.S., France, and the U.S.S.R. on the other.
Clearly, these different positions clashed in meetings led by the
Allied Control Council to determine the German steel quota and
the concomitant level of industry. Yet even though the British point
of view did not prevail, their negotiation tactics helped them, in
determining the German steel basis, to have the level of capacities
to be maintained set higher than the allowed output. But most deci-
sive for the British acceptance of the German industrial plan were
the concessions that the Americans and Soviets made for other
branches of industry; these stipulated capacities that sometimes
exceeded British suggestions. After all, the British anticipated that
the purposefully fostered discrepancy between the capacity volume
of sectors that utilized steel and the relatively low level of iron and
steel-producing industry would, more or less, automatically lead to
arevision of the steel quota.>®

Admittedly, the figures in the Level of Industry Plan published by
the Allied Control Council on March 26, 1946, told a different
story: this plan set Germany’s economic capacity and production
atabout half the level of 1938 and limited annual automobile pro-
duction in the British zone to 20,000 cars and 21,000 trucks. As the
British had determined that the Ford factory in Cologne was suffi-
cient for civilian automobile manufacturing, the Volkswagen plant

remained on the dismantling list.®
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The driving force behind the dismantling plans was the British
automotive industry, which wanted to rid itself of an unwelcome
competitor. Experts of the Society of Motor Manufacturers and
Trade (SMMT), however, came to different conclusions concerning
the commercial possibilities for utilizing the Volkswagen. SMMT
President Sir William Rootes regarded the serial production of the
Beetle as a completely uneconomical enterprise, whereas the offi-
cers of the Mechanical Engineering Branch, who were familiar
with factory operations, quickly recognized the enormous potential
of the car. Yet British manufacturers were not primarily interested
in the Volkswagen, which, in its state of development at that time,
ranked behind their own best models. So they intended to pick

the cherries out of the modern production equipment of the
Volkswagen factory with the support of the Ministry of Trade and
Supply. However, several forces opposed these plans of the British
automotive industry: the Foreign Ministry; the Ministry of the Trea-
sury, which was interested in income from Volkswagen exports;
and the Control Commission for Germany, which underscored its
responsibility for Germany and had no inclination to support the
aims of the British automotive industry.®’

Moreover, dismantling the Volkswagen factory would have been
difficult to justify in light of Britain’s “democracy-building” princi-
ple inits policy toward Germany. The central tenets of British occu-
pation policy included democratizing German society and integrat-
ing Germany into the West; British efforts to achieve these aims



ranged from influencing media, education, and cultural policies to
actively forging the constitutions of communities and states. From
the beginning, it was clear that democratizing people’s attitudes
would have to go hand in hand with building political and adminis-
trative structures anew so that a stable democracy committed to
human rights could be established on German soil. This was the
lesson of Weimar.® It found its expression in the concept of “re-
education,” as well as in the office of the Education Adviser held by
Robert Birley, who supported the military governor of the British
zone and was responsible for “educational reconstruction” from
April 1947.%° In contrast to the Americans, who had an idealistic
notion of democratization, the British understood “democracy-
building” as a drawn-out process. The Military Government was,
therefore, prepared to invest considerable resources and time to
bringing Germans to the principles of democracy and a constitu-
tional state, as well as to constructing democratic structures from
the ground up.®°

The management of the Volkswagen plant provided a good opportu-
nity for putting these ideas into practice. The officers in charge
quickly recognized that they could use the factory not just to build
cars but also to build democracy. Hirst took on the task of democra-
tizing work relations at the factory, which had been shaped by the
Nazi dictatorship.5! In addition, in the spring of 1946, the idea of
not dismantling the factory in order to make a fresh democratic
start in Wolfsburg grew increasingly important. In light of the rapid

administrative and political consolidation of the Soviet occupation
zone, which the Soviets effected by shutting out all oppositional
forces, the Labour government under Prime Minister Clement
Attlee strove to better coordinate British and American policy to-
ward Germany. This aimed to prevent the rise of “communism on
the Rhine” and to restrict Soviet expansion in Europe. The emerg-
ing containment policy was based on advancing the economic re-
construction of Germany because both the British and Americans

believed that hunger and poverty would play into the communists’
hand.®?

Consequently, the custodians of the Volkswagen plant regarded
an economically viable automotive company as the best means for
giving the Wolfsburg population prospects for the future, and,
with that, for establishing the material bases for realizing British
notions of democratization. In a city council meeting in March
1946, McNeal vehemently countered the growing rumors that the
Volkswagen plant was about to be dismantled with a clarifying
statement: “If this factory is a success then there is every possibility
thatit will be kept going forever, either as a factory for building
cars or as an industrial estate. If, however, it becomes too difficult
torun ... from the financial point of view ... then nobody can blame
the British Government if they decide to close down the factory.
Military Government is here to help Germany and not to plunder,
and to show Germany how to become democratic, and to adminis-

ter justice.”®?
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Finally, in the summer of 1946, an advance decision on the dis-
mantling of the plant was made as negotiations between the British
and the Americans concerning the fusion of their occupation zones
were getting underway. In the meantime, the U.S. Military Govern-
ment had also recognized the urgent necessity of rapidly rebuilding
Germany’s economy and had ordered a stop to dismantling in its
own zone. Consequently, in both the American and British zones,
the groundwork for economic reconstruction had been laid.®* In
September 1946, the British Military Government excepted the
Volkswagen plant from reparations for four years. After the Bizone
had been established, the Bipartite Control revised the plan for the
level of industry in March 1947, raising the number of personal
vehicles that could be produced in Germany to 160,000.5° Thus,
the survival of the company on the Mittelland Canal was assured.

2.2 The Improvised Fresh Start

“In the first period, no sheet steel was available that would have
been large enough for the car top. Smaller sheets were spot-weld-
ed, but the welded joint was not stable enough. I suggested welding
butt joints, but I was told: We don’t have the necessary machine for
that, to which I answered: Make one! That was done.”®® Anecdotes
like this one recalled by Hirst are numerous; they demonstrate
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better than any production statistics how much improvisation was
necessary to get the serial production of the Volkswagen Beetle

off the ground. Having switched over to arms manufacturing in
1939/40, the company had only produced 630 vehicles of the mod-
el referred to internally as Type 11 during the war before the sum-
mer of 1944, when heavy air raids prompted the relocation of the
machinery and ended production. Except for the production of the
jeep and amphibious vehicles, the plant management had relocat-
ed the manufacture of war-related products to the underground
facilities at Tiercelet, Dernau, and Eschershausen or to factory
branches in Neudek and Schénebeck. But even the manufacture of
parts had largely been relocated to a variety of smaller temporary
workshops in the surrounding area so that material deliveries in
the last months of the war were made either by trucks or by trans-
portation crews with backpacks. The factory constructed on the
Ford model had fallen back “more or less to the level of preindustri-
al, manual methods of production.”®” Thus, the assembly for serial
production pushed by the British was like a new beginning for the
Volkswagen factory, which, given the adverse conditions of the im-
mediate postwar period, proved to be a difficult task. The individu-
al departments had to be set up for the production of the Beetle,
new machines and tools had to made, and equipment and supplies
had to be brought back from the various branches to the main fac-
tory.



The relocation of factory equipment in the surrounding area gave
the Volkswagen plant a good starting position. The loss of techno-
logical equipment caused by bombing was quite minimal, so that it
was possible to return most of it on the orders of the British, even
though there were some significant delays. Most of the mechanical
operations that had been relocated were intact and ready for pro-
duction: the assembly for making automobile parts, crankcases
and transmission housings, cylinder heads and camshafts could be
found in Soltau, whereas the manufacture of shift forks and brake
pedals, as well as all gear pinions for engines, transmissions and
rear-axle drive trains were in Neindorf. The production equipment
for pinions, ring gears, brake drums, rear spring bars, flywheels,
and cylinders was in Fallersleben; that for carrier levers, steering
knuckles, and steering gear housings was in Gifhorn; and the ma-
chines for making tubes were in Liineburg.%®

Nonetheless, about one quarter of the relocated equipment went
missing: of the 2,776 machines counted before the air raids in the
summer of 1944, 2,063 were available after the war’s end. Howev-
er, the intensive wartime use, as well as the relocation and return
of the equipment, left most of it in poor condition and in need of
maintenance and repair. For example, the machines that had been
taken to Minette Corporation in Lothringen had to be written off —
a considerable loss because these were exclusively machine tools

that were urgently needed for reconstructing the factory and pre-
paring for serial production.®® What made the situation even worse
was that the machine tool plants were still waiting for production
authorization at the start of 1946. But even after operations had
started up again, the procurement of tools for the Volkswagen plant
continued to be a cardinal problem.”® In addition, the tool storage
site was in a catastrophic state. Information about tool requisitions
were not available because the files had been burned, and the tools
used by the workers, some of which were lying around the factory,
were not inventoried, so it was even easier for them to getlost.”*

For British production plans to be realized, the relocated equip-
ment needed to be brought back to the “main factory” as quickly as
possible. Thus, the Military Government quickly took the initiative,
presenting guidelines on June 18, 1945, to protect such equipment
from further plunder and especially from seizure. British and
American troops were informed that the equipment was Allied
property and could only be removed with the authorization of the
British factory management. At the same time, the British com-
manded people to immediately take up contact with the mayors of
relocation sites and to secure stolen materials. The military agency
threatened severe penalties for those who failed to return them.”?
By October 1945, the return of the machines that had been placed
in Neindorf and Liineburg had been completed. But the directive
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Clean Up on Temporary Rails

came too late for the materials relocated to Waggum in the county
of Brunswick. On the order of American troops, the machines,
tools, and materials that had been stored in the five airplane han-
gars had been “carried to the bomb craters and rolled into them.””?
A much larger lot of machines — and one that was more important
for the production process — was located in Eschershausen, where
an armament complex had been established in the asphalt mines
in 1944/45. On August 9, 1945, the British Military Government of
the Hanover province ordered the release of the machines, tools,
and materials that the Volkswagen plant had relocated there. A fac-
tory representative brought a written order explaining this to the
city commander in charge who was supposed to effect the return of
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objects that different firms had taken away. In addition, the mayor
of Escherhausen had sold a large number of objects and was or-
dered to rescind the illegal sales.”® Although the lot of machines
had been retrieved by the end of the year, the recovery of the stolen
factory materials took over a year. Thus, in July 1946, among the
items handed over to the Volkswagen factory were 8 lathes, 7 drills,
36 electric motors, a 12-ton hoist, 4,500 meters of steel and brake
cables, and 3 typewriters. The pending investigations - for exam-
ple, concerning the location of 6 electric motors and a lathe that
were assumed to be in the municipalities of Lenne, Holzen, and
Liithorst — were supposed to be completed by the end of the
month.”®



In any case, the Volkswagen plant lacked the space for a rapid re-
turn of all the machines in the first months under British control.
Atleast one-third of the manufacturing area had been destroyed or
damaged by bombing so that most of the available workforce and
energy went into dealing with the most serious war damage. Debris
had to be removed, bomb craters had to be filled, and parts of
buildings had to be provisionally restored for the return of the ma-
chines.”® There was not enough material to repair factory opera-
tions; moreover, the British prohibited such repair because the
factory was on the dismantling list. Only in 1947 did the Board of
Control grant permission for the factory to be systematically rebuilt
—atatime when, due to the escalating material crisis, construction
materials could hardly be obtained.”” For the development of effi-
cient serial production, this had grievous consequences. The relo-
cation of sections of the plant and their transfer to the lower level
had torn the ordered production line apart; reconstructing and re-
ordering it was gravely hampered by the destruction in the factory
halls and could only be completed, more or less, in 1949.

Developing a Supplier Network

In addition to factory equipment recovery, the reestablishment of a
supplier network was one of the most urgent tasks. The division of
Germany into zones had cut through vital connections in the supply
industry; for example, the supply of light bulbs was interrupted
because most manufacturers were located in the Soviet occupation
zone.”® But deliveries from the American zone also encountered
difficulties. There, in August 1945, potential suppliers for
Volkswagen had not yet received permission to work, or had re-
ceived only restricted permission; the bureaucratic practices of
the American regulatory authority proved to be a stumbling block,
complicating the movement of goods. Every contract had to be ap-
proved by the Military Government in Schweinfurt. Deliveries into
the British sector required the agreement of the headquarters in
Frankfurt. An internal report on the status of the supply industry
in the American zone concluded that the reconstruction and the
transportation infrastructure lagged behind those of the British
zone, significantly hampering economic life. The writer thus sug-
gested that contracts be relocated to the British zone, where “the
economy receives decisively more support for the fulfillment of

its tasks.””?
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In August 1945, the Volkswagen plant was negotiating with the
Bosch Company concerning the suggestion to relocate the manu-
facture of alternators, starters, and spark plugs to the British zone.
The Bosch management rejected the idea, however, as the compa-
ny did not want to give up the advantages of its centralized produc-
tion in Wiirttemberg. Nonetheless, the company did express its
willingness to continually supply the entire electrical apparatus
from February 1946 on. Yet the rationing system rapidly forced
Bosch to break this promise, causing Bosch’s manager Honold to
explain the situation to the Volkswagen management in March
1946. As he pointed out, up to that point, Bosch had received “not a
single kilogram” of the iron rations that the British Military Gov-
ernment had distributed to Wiirttemberg.?° The American occupa-
tion forces used 80 percent of the already small quantity of 1,000
tons. Agricultural and transportation concerns got the rest, and

so industry wound up with nothing. As a result, Bosch decided to
transfer some contracts to the British zone and to fulfill them
through its affiliate in Hildesheim, the Trillke-Werke GmbH.8!
Volkswagen management promised to acquire the necessary iron
vouchers and to order materials that were very hard to obtain itself,
such as dynamo sheets, steel strips, and tubes.

Similar problems occurred with the supplier in Schweinfurt, from
which the Volkswagen plant had previously acquired anti-friction
bearings. Company representatives thus talked with Diirkopp-
Werke located in Bielefeld as this firm had expressed its willing-
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ness to manufacture the ball bearings. However, it needed six
months lead time to procure the machines for serial production. In
the meantime, it committed to beginning delivery in six weeks and
custom-produced the bearings to eliminate the threat of shortag-
es. Volkswagen agreed to this plan but expressed concern that the
bearings might not be adequate for the same loads.®? These doubts
turned out to be justified. But this was one of many compromises
that the company had to accept in order to begin serial production
as quickly as possible.

Another compromise concerned the steering gear housing cover,
which had to be manufactured by the presses rather than by light
metal casting because the latter was unavailable. Yet this compro-
mised the safety of the steering. In early January 1946, the British
ordered that the gap between the steering gear housing and the
steering arm be eliminated by filling it with discs, effective imme-
diately; this would prevent the steering shaft from shifting in an
axial direction. No vehicle was allowed to leave the factory without
these discs.® It was primarily Hirst’s doing that the Volkswagen
factory was able to manufacture the steering gear housing and,
even more importantly, the engine case and transmission housing
itself from 1946 after the supplier company had closed. With his
help, the factory succeeded in saving the casting molds in the emp-
ty foundry building, which was expanded into a light metal foundry
in 1946 when five pre-melting furnaces and 20 holding furnaces
were put into operation.®*



In-house Manufacturing in the Light Metal Foundry

To some extent, the “satellite factory” in Brunswick compensated
for the severe restrictions in manufacturing of the supply industry,
as well as for the reduced tool-making capacities. Builtin 1938 as

a training center for the Volkswagen factory and as a supplier of jigs
and tools, this branch was also subject to British rule beginning in
June 1945. Manufacturing for the Wolfsburg plant started up there
again slowly, at first only utilizing a small portion of its capacity,
but then the production order for 20,000 Beetles set this site on
anew course as well.® In early September 1945, Bréormann in-
formed Paul Kurz, the manager of the Brunswick plant, of the Brit-
ish custodians’ plans to begin serial production as soon as possible.
The satellite plant was obliged, Brormann said, to make the pro-

duction facilities for fuel pumps, carburetors, clutches, and
shock absorbers “by putting all other work on hold” and, at the
same time, to continue producing the equipment needed by the
Volkswagen factory.®®

A few days later, the British took the first steps to bridge the dis-
tance between the two factories by improving communications,
making rapid response to Wolfsburg’s requests possible. At the lo-
cal long-distance office, Hirst applied for a direct line between the
Wolfsburg and Brunswick factories because the satellite plant had
“been detailed to participate in fulfilling our orders for Mil.Gov.
The lack of a direct line has already caused delays in production
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The Satellite Factory in Brunswick

and can no longer be accounted for.”®” When the serial production
of the Beetle began, the satellite became a fully integrated branch
of the Volkswagen factory and ceased to be an independent entity.
For accounting purposes, beginning on January 1, 1946, it was

assigned to the “Block Volkswagenwerk.”%8

Above all, the largely intact tool-making equipment in Brunswick
greatly facilitated the preparations for serial production by manu-
facturing jigs, stamping and cutting tools, devices and welding
machines. In addition, the satellite factory produced various auto-
mobile parts, although the manufacture of carburetors previously
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supplied by the Solex Company proved to be problematic.®? Conse-
quently, Hirst and factory manager Brormann together took a car-
buretor apart and sorted the parts into two stacks. They tasked the
light metal foundry with making the castings, and they commis-
sioned several photo companies in Brunswick to manufacture the
small parts.?® This was not the only realm in which the Volkswagen
factory was forced to resort to manufacturing its own parts and im-
provising; it was often unable to procure some important auto parts
at all, and many others only with difficulty, in spite of British sup-
port.



Staff Development and Denazification

As early as July 1945, when the Volkswagen factory began produc-
tion for the British Military Government, it became evident that
itwould also be difficult to find the workers necessary for serial
production. At that time, there were 1,259 workers on staff. If one
subtracts the 244 who worked in the power plant and the 345 who
worked in the company’s various enterprises, then the number

of workers for vehicle production was merely 670. For rough and
final assembly, there were 29 workers; for the manufacture of front
and rear axles, there were 46; 16 people worked on the torso of
toolmaking.* At the end of July, the REME unit stationed at the
Volkswagen factory asked British headquarters whether it could ar-
range for the transfer of 1,000 prisoners of war from the Munster
compound, which reportedly housed several thousand trained and
skilled workers.??

By August 1945, the British Military Government had managed to
raise the number of workers to almost 3,000 by recruiting across
the entire British zone. Yet, as this small success was not sufficient
to insure the start-up of serial production, the Military Government
did not shy away from forced labor. At the end of November 1945,
the provincial headquarters in Hanover ordered the Wolfsburg em-
ployment office “to direct all suitable unemployed persons already
living in Wolfsburg — Fallersleben and district, to the works.” In
cooperation with the local police, “house-to-house checks” were to
be conducted in order to induce unregistered people to work at the

Volkswagen plant; for unskilled activities, the British agency also
found “able-bodied women” to be acceptable.®®> Moreover, the Brit-
ish Military Government had already mandated in September that
workers could henceforth only be dismissed with the approval of
the factory commander and that job changes, which also had to be
authorized, had to be applied for at least ten days in advance and
list reasons for the change.®*

Given the shortage of workers, the planned start-up of production
for the Beetle also determined British denazification policy for
this phase. This was subordinate to the central security-policy
occupation goal of preventing renewed militaristic aggression

on Germany’s part over the long term. Early British plans for Ger-
many, therefore, entailed wide-reaching plans for punishing war
criminals and a comprehensive denazification policy.”® Imple-
menting this policy, however, proved challenging because Great
Britain had been assigned the occupation zone that was probably
the most difficult to manage — with the severely damaged Ruhr-
gebiet as the core of German industry. As a result, the Military
Government in its occupation practice was quickly confronted
with a conflict of interests: if the security interests of Great Britain
demanded a consistent denazification policy, then its own econom-
ic problems and the wretched circumstances of the British zone
made reestablishing the functionality of the economy and the gov-
ernment of prime importance.®®
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Hirst, too, was faced with this dilemma as it became apparent that
the deep personnel and management shortages threatened to de-
rail British production plans. Making the situation even worse was
the fact that the Anti-Hitler Coalition, on account of diverging polit-
ical ideas and interests, had not managed to translate its principles
of occupation policy into binding interzonal guidelines, nor to de-
velop common regulations for implementing denazification. But
even the British Germany Handbook, which served the occupation
agencies in the first postwar months as a programmatic set of
guidelines, failed to provide clear instructions.?” On the contrary, a
confusion of directives and instructions made executing denazifi-
cation measures on the ground even more difficult.®®

Hirst took pains to accomplish the denazification mandated by the
British Military Government in the fall of 1945 as quickly and qui-
etly as possible. His primary interest was in developing the Beetle
production line. For that, a functional system of management

had to be put into place swiftly, and the demoralizing effect on the
staff had to be minimized. The British officer used his position to
accelerate the process. Bypassing the local agency at Gifhorn, he
brought the filled-out questionnaires directly to the headquarters
in Liineburg, where the Public Safety Branch processed them. In
January 1946, Hirst declared that denazification had largely been
completed. The first denazification wave in the Volkswagen factory,
which was to be followed by another in June 1946, barely touched
the staff; it only covered the leadership team, and even for this,

there were strict limits to changes in personnel.®
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Starting Up Civil-sector Production

Aside from the lack of workers, the general scarcity of materials
also delayed the start of serial production. There was a severe
shortage of batteries, tires, and hoses, which led to these materials
being rationed from September 1, 1945. This, in turn, made it nec-
essary to acquire them through a complicated and time-consuming
bureaucratic procedure. Thenceforth, the Subcommittee Vehicle
Production of the Economic Planning Committee for the British
zone allocated them, whereas the agricultural office carried out the
individual releases. One main distributor was appointed in each
province, and one authorized trader was appointed in each admin-
istrative district. The Volkswagen factory had to submit requests for
tires, hoses, and batteries for its own transport vehicles to the dis-
trict economic council, which passed them on, if approved to the
agricultural office for final authorization. This office then sent a
notice indicating the authorized quantity to the district economic
council, which would forward it to the applicant as well as to the
appropriate main distributor, who would send the material to the
authorized trader.2® It was obvious that this distribution system
would delay the acquisition of material supplies.



Manufacturing the Beetle, 1946

While the well-filled material depots and the return of relocated
spare parts managed to remediate the worst shortages, the British
succeeded in raising the number of workers to 6,033 by the end of
the year. Moreover, the custodians took organizational measures
to keep REME’s demands from interfering with the development
of serial production. On the custodians’ initiative, a German repair
manager was appointed who would act as a liaison for the manage-
ment to coordinate matters in the REME repair shop. This new
structure of internal responsibilities was expected to enable factory
and production managers to “devote themselves fully and com-

pletely to the production of new vehicles.”*

Despite the adverse conditions resulting from staff and material
shortages, on the one hand, and undelivered orders and missing
machines, on the other, serial production of the Volkswagen Beetle
was launched on December 27, 1945 — almost two months later
and with a smaller number of units than originally planned. Until
then, the Volkswagen plant had primarily been building jeeps for
the British Military Government.'°? The first 55 Beetles that rolled
off the assembly line between Christmas and New Year’s Day bore
signs of the compromises and improvisations required to make
serial production possible. For example, the higher jeep chassis
that were still available were used on the so-called commander car,
known internally as Type 51, which distinguished the Volkswagen
from the competition.*® The competitiveness of the product and
the company did not yet play a role, but this would soon change.
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3. The Transformation
into a Commercial Enterprise
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The development and start-up of serial production were oriented
entirely toward the needs of the British Military Government. Prod-
uct quality and factory efficiency and profitability were, at first,
only secondary factors as the efforts to get serial production up and
running took priority. After the production level stabilized at 1,000
vehicles a month, the demands of the custodians rose in the spring
of 1946 as they began to set their sights on using the Volkswagen
Beetle commercially as an export. From then on, the British persis-
tently pushed for quality improvements, cost reductions, and in-
creased output in order to get the Volkswagen onto the European
market, above all to finance food imports with the export revenues.
Britain’s export plans gave the firm the decisive push for change.
They helped the company to achieve a breakthrough in its business
rationality and spurred it to transform itself into a commercial en-
terprise — a transformation the Volkswagen factory essentially com-
pleted in 1946/1947. Realigning the production process rendered
incoherent by equipment relocations and war damage, rationaliz-
ing operating procedures, restructuring the organization, and
building up a core workforce were fundamental to this shift.

The transition of the Volkswagen plant to competing in the market
took place under the watch and direction of the Board of Control,
which began its work in January 1946. In this, it proved highly
advantageous that people with know-how about automobile tech-
nology were present, and that Radclyffe, who was responsible for
technological matters at the Volkswagen factory, had worked in
international circles as an automobile expert.®* The Board made
fundamental decisions for the firm, set the production program
for the factory in consultation with German factory managers and
under consideration of the material and staff shortages, and paid
painfully close attention to the fulfillment of the plant’s delivery
obligations for the British administration. In case of doubt, the
mandatory production received priority. Given the increasingly
severe shortages in material supplies, this principle engendered
conflicts between the Germans and the British in 1947.

Aside from this, the partnership functioned smoothly because the
British emphasized cooperation and division of labor, thus taking
the logic of plant operations into consideration. For the most part,
they gave the German management free reign to restructure the
organization and technologies of the plant. In addition, in 1946
the Personnel Department once again took up responsibility for
expanding the workforce, which had been temporarily restricted
by the requirement that dismissals be authorized. When problems
arose, the British custodians were on hand, supporting the devel-
opment of the company by utilizing possibilities within their reach,
such as acquiring needed supplies and workers or improvising.'%
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Above all, Hirst, who was passionate about technology and cars,
quickly grew into his role as manager of an automobile company
once the production order had been placed; he fulfilled his task
with the greatest ambition, carrying out valuable and indispens-
able work. As the Volkswagen factory began to take shape as a com-
mercial enterprise, the material and personnel shortages foiled all
efforts to increase the output. The low capacity utilization decisively
determined the profitability of the company. Yet despite all these
difficulties, the firm was able to adjust to market conditions.

3.1 Factory Reconstruction and Reorganization

The beginning of serial production of the Beetle marked the start
of a process of development that lasted until 1949, in which the
enterprise administered by the British was transformed into a com-
petitive automobile company with cost-oriented production and a
functional organizational structure. At the beginning of 1946, the
Volkswagen plant was a long way from this. Some of the depart-
ments had been thrown together in the lower levels of the factory
halls, and production was not oriented toward efficiency in its
spatial or organizational arrangement. Only when some of the
factory halls had been repaired and machines had been returned
were conditions ripe for arranging the production apparatus in
1946/47 and newly structuring plant operations with an eye to
their efficiency.
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Reconstruction of the Mechanical Department

In 1946, about 34,000 m? of production space became available
when debris was removed from factory halls and buildings were
shored up to keep them from collapsing. This space made it possi-
ble to reorganize production. 417 machine tools were returned to
the Volkswagen plant from the relocated production facilities in
Soltau, Gifhorn, and Fallersleben, and the bulk of the machines
that had been transferred to the lower level during the war were
brought back into the factory halls.'® These measures especially
affected the Mechanical Departmentlocated in Hall 4 which made
great strides in 1946: For one thing, the manufacture of parts for
front axles was brought back from Gifhorn, and the manufacture of
crankcases and robots was brought back from Soltau. For another,
the departments and assembly lines that had been relocated to the
lower level were put back in the factory hall — these included the
internal and external grinding shops, the tube-bending shop, and
bearing shell processing, as well as the production facilities for
valves, connecting rods, and oil coolers. These improvements
reconstructed the Mechanical Department to the point that it

was able to operate most of its production lines when the supply
warehouse ran shortin mid-1946. In 1946, the production of the
following parts had started up: transmission housings, crank-
shafts, camshafts, cylinders, cylinder heads, gear wheels, clutch
thrust bearings, drive shafts, shift rods, gear shift levers, brake
drums, steering arm pullers, steering arms, rear steering-gear
housings, rear brace hubs, as well as hand and foot lever mecha-

nisms.*®’



"Mechanische Abteilung*

Despite these advances, the Mechanical Department was a rather
sorry sight at the end of 1946. The production line had been badly
disrupted by building damage, and now it was a “labyrinth-like
structure with a number of courtyards” with provisional walls made
out of light metal and cardboard. The connections between the dif-
ferent assembly lines also left a lot to be desired. The parts were de-
livered directly to the lines, which meant that when the flow of ma-
terials was interrupted, the lines stood idle for hours on end. As
production delays — due to supply or tool issues or damage to ma-
chines and equipment - could hardly be avoided in the Mechanical
Department, Streibig, the manager of the “Betriebswirtschaftliche
Abteilung” (Administration Department), suggested that a properly
calculated material buffer be installed between the Mechanical De-
partment and the assembly lines. All the small and large parts were
to be stored and ready in this intermediate unit in their required
quantities. For this, the “iron stock” would have to be set at alevel

high enough to bridge delays in this department.**®

THE TRANSFORMATION TO A COMMERCIAL ENTERPRISE

It was above all in Mechanical Department that the lack of ade-
quate tool-making facilities made itself painfully apparent, espe-
cially since special tools and resources were often unobtainable
because of the different occupation zones and delivery problems.
Numerous tools were not available, grinding took too long, and
machinery was delivered too late — problems that were supposed to
be solved by strengthening the plant’s ability to make its own tools.
But the technological equipment needed for this was hard to come
by. The management had succeeded in procuring 64 machine tools
in the course of the year with the support of the British Military
Government, which had subjected all the machine tools in its zone
to rationing in its directive of January 6, 1946.° Yet this could not
close the gaps left from the war any more than when the plant made
its own tools at its satellite sites. Moreover, most of the machine
tools needed to be repaired or replaced, and only a few skilled
workers were able to make such repairs.?'° Consequently, there
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were shortages especially in “cutting and grinding tools.” Section
steel and cutouts could not be obtained as standardized tools, and
companies refused to produce them. The waiting period for pro-
curing a “broaching tool,” for example, was eight months. In early
September 1946, there was a meeting to address these issues.
Meanwhile, the situation had grown even worse as most tools could
only be acquired through barter or personal connections. General
Manager Miinch instructed the relevant workers to take stock of
what was available and to clarify which tools could be purchased
and which could be manufactured in the Volkswagen plant itself.***

High Production Costs, Low Productivity

Atthe end of 1946, the production process was far from being well
ordered, and it lacked a steady flow. There was a great deal of im-
provisation in it, as well as a lack of coordination between the
different parts of the process and the various departments. The
complicated external development of internal procurement, sched-
uling, and the management of materials resulted in delays in pro-
duction. The supervision of changes in construction broke down,
and the production documentation, which, for instance, set the
cutting speed for specific operations, was often incomplete and in-
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accurate.’? Sales manager Leonhard Kemmler brought the poor
planning and work preparation, as well as the costs resulting from
these inadequacies, to the attention of the British plant manage-
ment in August 1946. To solve these problems, he suggested that
the Planning Department be given a supervisory capacity and that
work preparation be organized on the basis of planning docu-
ments. In addition, Kemmler assigned the Department of Techno-
logical Efficiency, which was to be subordinated to the manage-
ment of production, to “organize operations with regard to
efficiency, as well as to systematically ... remove all sources of

error.” 13

The difficult conditions for production were reflected in the devel-
opment of productivity. In March 1946, it took a total of 290 hours
to produce a vehicle in the various production departments. By
August, the number of hours was reduced to 233, although all man-
ufacturing areas did not achieve equal progress. Production time
was reduced in the press shop from 56 to 30 hours, in auto body
production from 77 to 45 hours, and in the final assembly from 27
to 18 hours. By contrast, the production time per vehicle increased
in the Mechanical Department from 91 to 106 hours and remained
the same — 17 hours — in the paint shop.**



Finishing Touches on the Final Assembly Line

The low productivity had an effect on the price of the Beetle, which
was raised to adjust to the production costs from 4,150 to 5,000
Reichsmark in April 1946. After that, the Board of Control once
again demanded that costs be reduced. Yet the analyses undertaken
by the factory management did not bring any progress on this issue.
On the contrary, overhead costs steadily rose in April, May, and
June 1946. As a result, Property Control Officer McInnes appoint-
ed an external organizational consultant — a move the management
snubbed and probably rightly interpreted as a criticism of its work.
Remarking critically on the price increase, Hirst said that the price
of the car could “not begin and end with product cost analysis”**®
and that the days when a Volkswagen could be sold for 5,000
Reichsmark were over. As McInnes had announced, the price for
the Beetle was reduced in July 1946 to 4,000 Reichsmark. As fur-
ther calls for price reductions were to be expected, McInnes or-
dered the factory management to eliminate unnecessary costs and

»116

to reduce essential costs “to the bare minimum,”*** noting that it

was in the company’s interest for it to be run on a financially

THE TRANSFORMATION TO A COMMERCIAL ENTERPRISE

healthy and profitable basis. Despite all the management’s efforts,
however, the price of the Beetle could not be further reduced but
instead was raised to 4,250 Reichsmark by agreement of the Board
of Control on December 6, 1946. This took the increased cost of
materials in the crisis of the winter of 1946/47 into account.**”

Restructuring the Manufacturing Process

On the one hand, the high production costs stemmed from the poor
capacity utilization of the factory, as well as from the pronounced
disproportion between productive and non-production activity.
On the other hand, they resulted from the still poorly structured
manufacturing process, which only began to take on a more effi-
cient shape during the course of 1947. The cleanup of Hall 1 made
it possible to increase the size of the REME repair shops, which
was accompanied by an expansion in the technological equipment
including an engine assembly line, spray booths, conveyor belts,
and new testing stations. In Hall 2, the roof, which had been provi-
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sionally covered, underwent extensive repairs where the structural
steelwork had been damaged and covered with concrete slabs, and
abomb crater in the floor was filled. These repairs made enough
space available for the small pressing plant with about sixty press-
es, the sheet-metal storage, and the cutting room to be moved from
the lower level to the factory floor, where they could be arranged
for better production flow. The conveyor belt installed in 1947
transported the body shells from the production line to the up-
graded paint shop with its improved heating and ventilation. The
factory management had ordered a modern cleaning system for the
body shells previously cleaned by hand, which went into operation
in 1948118

The reconstruction of the toolmaking division began in 1947 when
it was relocated from the lower level to the northeast corner of
Hall 3. Forty-five new and 62 repaired machine tools from storage
completed the technological set-up by mid-year. A paint-storage
and paint-mixing room, as well as a storage space for discarded
material, were then installed in the cleared space on the lower

level.1??

The most extensive construction and company-structuring mea-
sures were taken in Hall 4, where the Mechanical Department, the
assembly lines for structural components, as well as final assembly
were located. A new roof made it possible to utilize the approxi-
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mately 1,500 m? inner courtyard in the center of the hall. The in-
stallation of permanent walls and glass created an additional pro-
duction area of 1,728 m? in the northeast corner, which provided
sufficient space for the assembly lines and post-production repair
work. With some adjustments to machines and the beginnings of
mechanization of internal transportation needs, a methodical pro-
duction flow was established. In order to bring the mechanically
processed components to the assembly lines, a 740-meter collating
conveyor was installed. The grinding shop with 52 machines was
moved from the lower level to the center of the Mechanical Depart-
ment, where it was placed in such a way that it could be combined
with the output of tools and gauges.

The entire lower level of Hall 4 was expanded in 1947 for storage:
by the end of the year, various parts and interim storage facilities
had found their way there, along with the storage of incoming
goods and their inspection. The relocated interim storage for the
Mechanical Department was better connected to production. A
conveyor system linked the tire and battery stores to the assembly
line, which accelerated internal transportation and material
flow.*?° The largely completed rebuilding of the central tool man-
agement storage area also saved time. Through arduous detail
work, workers had managed to separate useful tools from unuseful
ones and to reduce the estimated 10,000 types of tools to 1,400
drawing-based tools and about 1,000 standard tools for machin-

ing.lZ:L



Axle Assembly in a Damaged Hall

At the same time the production process was being restructured,
organizational deficits were also being remediated. The central-
ized production planning for chassis-building and the press shop
were split up and relocated nearer to these production areas for
better coordination. Incomplete or inaccurate production plans
were finished or corrected. In place of one centralized planning
commission, scheduling divisions were set up in the departments
that made sure that individual deadlines were met over a particular
period of time. In order to resolve the perpetual discrepancies in
material supply, production planning took over management of
materials. In addition, this department took on the task of appro-
priately scheduling construction changes.*?? The procedure devel-
oped for this purpose was set forth in the “Work Guidelines for
Construction Changes” transmitted to all those involved in early
September 1947.1%

THE TRANSFORMATION TO A COMMERCIAL ENTERPRISE

The Organizational Reform of 1946

In addition to the restructuring of the production process, another
urgent task presented itself when serial production began: the
sales side of the company’s organization, which was dominated by
technological management, needed to be strengthened and cost
considerations, which had not been a priority, needed to be made
more important. Chief Custodian Miinch and the British factory
management worked together on this issue. The latter, as custodi-
an, was obliged to maintain the company’s resources and set store
in “proper and fair cost structuring” as long as the Allied occupying
powers had not yet made a final decision concerning the factory. In
this circumstance, the British determined that the Volkswagen fac-

tory should “not work with losses nor aim for greater profits.”*?*
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For the profitability of the firm, developing a sales division, which
began in 1946, was vital. Kemmler, a former member of the execu-
tive committee of the “Vereinigte Oberschlesische Hiittenwerke AG
Gleiwitz,” a metallurgical plant in Gleiwitz, took on this task, as-
suming his position as the sales manager of the Volkswagen factory
on April 1, 1946. Kemmler used the temporary suspension of the
management personnel, who were tied up in the denazification
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process, to finally clarify the division of work areas according to
technical and sales criteria. This was because he had gotten the
impression that consideration of personnel was preventing urgent
organizational issues from being resolved. In a private letter to
Miinch and Bréormann, he strongly advocated “creating a unified
management for all sales concerns.” In this context, he suggested
that the warehouse management be incorporated into his depart-
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ment, especially since a stopgap inventory management had al-
ready been established for sales in order to put a stop to the waste
and to secure “somewhat orderly accounting.” “Give the salesman
what the salesman deserves” was Kemmler’s principle in fancy
words, and he presented an organizational chart for the sales divi-

sion that accorded with it.??°
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Just how urgent such restructuring was is apparent in the organi-
zational structure of the Volkswagen plant at that time. For exam-
ple, Sales and Material Management with its Purchasing and Ware-
house subdivisions were assigned to the Financial Department
while Customer Service was a part of Technical Development.
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Kemmler’s suggestions influenced the consultations conducted
with the British factory officers concerning a fundamental restruc-
turing of the company hierarchy. As a result, Hirst joined in the
discussions from the beginning, actively participating — at least on
certain points — in bringing the new organizational structure into
being. The reform began with the establishment of an Organiza-
tional Division in July 1946 and was carried out by the end of the
year. It streamlined organizational structures by more clearly dele-
gating responsibilities; on the whole, it constituted a great step for-
ward. It embedded a management level beneath the General Man-
ager consisting of the Technical, Sales, and Personnel Managers,
and restructured the individual departments beneath this umbrel-
la. In November 1946, Hirst requested and received an organiza-
tional chart for the sales division that was arranged in accordance
with Kemmler’s ideas.*?”

The reorganization not only strengthened the sales leadership of
the company but also the cost control division in the business ad-
ministration, which was introduced in August 1946. The manager
of this new division, Striebig, was able to make a positive assess-
ment by the end of the year: the process had proved successful, he
maintained, and had reduced the expenses of individual depart-
mental managers.??® The Auditing Department, on the other
hand, in its annual report, sadly concluded that its work had been
made more difficult by the “open sabotage of all cost-control mea-
sures.”*3% After a thorough review of the Transportation Depart-
ment, the managers and some workers were dismissed without
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notice, as was the production manager. Wilhelm Steinmeier then
took his place at the end of 1946.

From Factory Management to Business Management

For the British, a functioning and cost-oriented structure for the
company was needed not only for economic reasons but also as a
prerequisite to transferring decision-making authority back to

the Germans. The Industry Division in Minden signaled interest
in strengthening the German management and making it more
autonomous early on, which fit well with the British treasurer’s
general demand that occupation costs be drastically reduced by
reducing the size of the administrative apparatus. However, the
company’s shift to civil production, which had already begun, was
even more decisive in this regard as it implied such a move. In
September 1946, Radclyffe suggested to the members of the Board
that the British control committee be put “on a more commercial
basis” and transformed on the model of British firms into a Board
of Directors, on which two German directors would sit.*** Although
the British did not follow this suggestion, they did stick to their
intentions and, after the new organizational structure had been
established, decided to give the German management a great de-
gree of autonomy in the administration of the business. As Colonel
Radclyffe explained at the Board of Control meeting in early De-
cember 1946, it was no longer necessary to strictly supervise the
plant because the production organization had been completed
and vehicles were being manufactured in sufficient numbers.*3?



The Board of Control planned to transfer the responsibilities of
the Mechanical Engineering Branch to the Property Control
Branch and to entrust F. T. Neal, the Property Control Branch’s
local representative, additionally with Hirst’s position, who,
together with Colonel Radclyffe, was to informally supervise pro-
duction operations by means of short visits. Hirst stood down in
December 1946 and was sent on home leave.

Asitharbored grave doubts about whether the interests of the Mili-
tary Government would be adequately safeguarded, the Property
Control Branch had expressed reservations about this decision. As
it soon turned out, these concerns were justified. The first attempt
to leave business administration to the German management
failed. Left to its own devices, the factory management proved to be
incapable of keeping operations running and addressing the nu-
merous difficulties the way the British would have liked during the
severe supply crisis of 1946/47. The managers’ efforts to secure the
regular delivery of raw materials foundered, and instead — at least
from the British Military Government’s perspective — they got
caughtup in questionable black market deals. Fortunately, al-
though Hirst had officially been transferred, he spent most of his
time at his post in Wolfsburg and had stepped in to bring order to
the turbid situation. In March 1947, he was officially called back
and took up the post of Senior Control Officer as a civil employee of
the German Section of the British Foreign Ministry. This experi-
ence initially made the British step back from the idea that they
could transfer control of the company to the Verwaltungsamt fiir

Wirtschaft (Administrative Office of Economics, VAW) in Minden
that had been founded in the process of developing a bizonal,
German economic administration at the beginning of 1947. Quite
rightly, they feared that, once they surrendered control, deliveries
to the Allies would no longer be assured. In a resolution of June 16,
1947, the Board of Control left the production at the Volkswagen
factory under its supervision, although it was coordinated in August
1947 with the VAW, two months before the agency was to be moved
to Frankfurt am Main and renamed the Verwaltung fiir Wirtschaft

(Administration for Economics, VfW).133

Yet the political changes in the summer of 1947 once again put the
transfer of decision-making power to the German management on
the agenda. After the Moscow Conference of Foreign Ministers
failed in the spring of 1947, the Americans and the British shifted
the priority in their Germany policy from the creation of an eco-
nomic entity to the economic and political integration of the West-
ern zones. By the end of May 1947, the Economic Council in Frank-
furt had been established for the “United Economic Area” of the
bizone. The Executive Council, formed from the state govern-
ments, and a directorate, comprised of the directors of the admin-
istrative offices partially concentrated in Frankfurt, stood by the
fledgling German Parliament. In essence, this set the model for the
later constitutional division into Parliament, state representatives,
and government. The development of a parliamentary system of
government gave more and more weight to the economic and socio-

political decisions of the Economic Council.*3*
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THE TRANSFORMATION TO A COMMERCIAL ENTERPRISE

Hirst in Discussion with Schmiicker

Atthe end of July 1947, Major Hirst brought the managers up to
speed on the new situation. He told them that, as the Economic
Council comprised a higher authority in the future, the Military
Government would no longer be able to give orders to agencies or
suppliers in the British zone. Consequently, the factory manage-
ment needed to be transformed into an “executive board” with
more responsibility and greater authority. This board would have
to take care of production and of procuring the necessary materials
by working very closely with the Economic Council and with its
subsidiary agencies. Hirst pledged that the British and American
Military Governments would fully support this objective in the
pending negotiations.*?*
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On August 1, 1947, the Board of Control passed a resolution to
create an Executive Committee for the Volkswagen factory that
Chief Custodian Miinch, Sales Manager Kemmler, and Technical
Director Steinmeier would be on. This was not entered into the
trade registry out of legal considerations that Miinch wanted to
personally clarify in Berlin.'*® The formation of the Executive
Committee once again triggered a discussion concerning the
principles of the reform of the organizational structure as this
continued to be plagued by serious and costly deficits. There were
still no organizational guidelines. The restructuring of the Auditing
Department that Miinch had demanded in order to control costs

on an ongoing basis had not been undertaken. And the cooperation
between the sales and technical divisions turned out to be a persis-
tent structural problem — only when the company was restructured
in April 1948 was this problem resolved.



Conflicts in Company Management

The biggest bone of contention in the organizational structure,
however, was the Hollerith System. Introduced to improve cost
monitoring, material control, and payroll accounting, this new
process had caused serious disturbances in the production flow,
material management, and salary calculations. The costs associat-
ed with this, on the one hand, and the complaints of the Technical
Department along with the great dissatisfaction of the workforce,
on the other, prompted the management to do something as soon
as possible.®” Miinch described cost reductions as “a vital issue for
our company that is very closely intertwined with the structure of

the organization.”3#

Thus, the approaching organizational reform was aimed primarily
at reducing costs and bringing the sales division into focus, espe-
cially since the Hollerith System had not yielded the hoped-for sav-

ings but instead had exposed the company’s organizational deficits.

There was a fundamental disagreement concerning the necessity
of such measures between General Manager Miinch, who was
pushing for cost reductions, and the Sales Manager, who regarded
further cost reductions in his division as “not possible,”. Kemmler
suggested that an external consultant be brought in to resolve this
issue. The auditing company Lang and Stolz was commissioned

to evaluate the suitability of the Hollerith System, and thus scruti-
nized the entire sales sector. Their expertise, together with the

statements of department heads, resulted on September 22, 1947,
in the contract with the “Deutsche Hollerith-Maschinengesell-
schaft m.b.H.” being canceled and eventually to Kemmler’s resig-
nation. This was because Kemmler balked at the suggested reforms
and regarded the prospective savings as insignificant - they barely
affected the vehicle price. Miinch and Steinmeier saw things
differently. They backed the view of the auditors, who in their
reply to Kemmler anticipated the coming competition and stated:
“Rationalization does not mean eradicating very serious and large
defects, because they can generally be directly perceived and are
therefore known; rather, it means bringing costs closer to their

optimal limit. Rationalization is a matter of nickels and dimes.”*3?

Consequently, Kemmler was largely isolated on the team of leaders.
His loss of power had just begun in August 1947 when Purchasing
and the various materials departments associated with it were re-
moved from the sales division and placed under the direct authori-
ty of the General Manager. In early October, Kemmler complained
to Control Officer F. T. Neal, McInnes’s successor, that Miinch had
taken over the entire responsibility for the sales division a month
before. But the British threw the ball back in the Executive Com-
mittee’s court, which they felt should decide the matter on its own.
As the extreme differences on the issue of organizational reform
proved to be insurmountable, Kemmler resigned his position and

left the company on November 7, 1947.%4°
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His deputy, Chief Financial Officer Hans Hiemenz, assumed the
chairmanship of the commission called together by Miinch on Oc-
tober 8, 1947, to implement the suggestions for restructuring the
company. Hiemenz, too, gave cost reduction the highest priority
and decried the company’s lack of cost awareness in clear lan-
guage: “I have the impression that everybody enjoys generating
costs because, on the one hand, in doing so he can express his
greatness, and, on the other hand, he is convinced that it doesn’t
harm the factory but rather the British Military Government.” On
October 31, the Commission presented its suggestions for a new
organizational structure oriented toward the usual, collegial atmo-
sphere of business management in German industries. While they
planned to keep a chief custodian who would be required to report
to the Board of Control, the strategic decision-making authority
was to be transferred to a General Manager; both a technical and a
sales expert were to support him as supervisors. The main depart-
ment heads, who had achieved the rank of procurists, comprised
alevel that was to be divided as follows: Technical Department,
Personnel Department, Purchasing Department, Sales Division,
Financial Department, and the Business Management Depart-

ment.'*

The organizational reform planned for January 1948 did not occur,
however, as it was tied to resolving an important personnel issue
that would eventually lead to Miinch’s dismissal from his position
as General Manager. Despite this, the Volkswagen factory had
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made great strides since its postwar start, and not only with regard
to company organization. The manufacturing process, too, had be-
gun to take on the shape of a competitive commercial enterprise. At
the same time, the expansion of the workforce had not progressed
to the same extent, especially because of high turnover. Major Hirst
commented retrospectively on the development with the appraisal
that, at the end of 1947, the Volkswagen factory had begun to be-

come “a profit oriented enterprise instead of a party business.”**

3.2 The Fluctuating Workforce

The production program for the British that began in July 1945
confronted the Volkswagen factory directly with worker and hous-
ing shortages. On July 3, there was a meeting with the city adminis-
tration concerning immediate measures that could be taken. With-
in a week, about 1,000 skilled workers were to be brought in from
other cities in the British occupied zone, but they could not live in
Wolfsburg because the available housing was either occupied by
the British army or already overcrowded. To provide housing for
the new workers, both factory and community leaders felt it was
imperative to “free” Compound “Am Hohenstein” and thereafter
Compound Laagberg of “foreigners.” In fact, leaders wanted for-
eigners to leave Wolfsburg altogether so that German workers
could “conduct their work without being disturbed or bothered

by foreigners.”4



This plan was directed against “displaced persons” (DPs) — this was
the official Allied designation for foreigners dwelling in German
territory — mostly former forced laborers and prisoners of war. On
the order of US troops, many DPs had been housed in the seized
barracks, and there they waited to be returned to their home coun-
try or for an opportunity to emigrate overseas. There were quite a
few DPs right before the occupation of the city, forced laborers
comprised 83 percent of the 9,121 workers.** As these foreigners
took up accommodations and generated costs, both factory and city
administrators pressed for them to be removed from the city.

Atthe end of May 1945, the city assumed the financial burden of
accommodating and taking care of foreign workers in accordance
with an agreement between Mayor Laurent and factory manager
Brérmann. But the city quickly distanced itself from the promise to
reimburse the Volkswagen plant for the upkeep of housing in the
barracks, including the loss of rental income. As the camps and
homes generated high costs, Brormann handed them over to the
custodial care of the city authorities on July 10, 1945, for the sym-
bolic sum of one Reichsmark. In exchange, the city authorities
promised to make the dwellings available, in excellent condition,
and especially for Volkswagen factory workers.**® But the agree-

ment was not upheld because the Allies built a central DP camp in
Wolfsburg so that the British Military Government needed a large
part of the camps. Wolfsburg temporarily became a gathering place
for the repatriation of DPs. In early 1946, nearly 9,000 DPs of the
most diverse nationalities lived there, with new ones arriving every
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day.

Factory leaders initially believed that they would be able to meet the
need for workers without difficulty, but this proved to be illusory.
The company would not be able to overcome the gap in the work-
force caused by foreign workers returning to their homes until
some time in the 1950s. This gap could not be filled with evacuees
and refugees from the former German eastern territories. Although
the prospect of accommodation and provisions attracted such peo-
ple to seek work at the Volkswagen plant in Wolfsburg by the thou-
sands, many of them regarded their occupation there as a stopover
on their way to West Germany and only stayed for a short time. As a
result, in the first postwar years, the city resembled a transit camp
for destitute and uprooted people. Turnover among the workforce
was correspondingly high; a fundamental cause of the perpetual
worker shortage, it set limits to any efforts the company made to re-
cruit a core workforce.**®
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High Turnover and a Lack of Skilled Workers

Although the Volkswagen plant paid higher than average wages, the
turnover in the workforce in 1946/47 exceeded 50 percent. In the
first postwar year, 4,750 of 8,251 workers left the company. In
1947, with workforce expansion stagnating, the company hired
4,252 workers while 4,131 quit. The number of skilled laborers
dropped from 2,905 to 2,731.%*° The negative effects of this turn-
over on production were made even worse in that most employees
did not give notice before leaving. Accordingly, personnel planning
was largely thwarted because it could not prepare for such depar-
tures. In early June 1946, the factory management counted 1,431
workers who had left “without permission” since the beginning of
the year. In order to meet the personnel requirements that had
grown because of denazification efforts, the company needed 600
more workers, who first had to receive job training.** At that time,
hundreds of external temporary workers were on hand as various
departments had been attempting to ameliorate the worker short-
age since the fall of 1945 by assigning certain tasks to small firms.
Kemmler put an immediate stop to this practice in the summer of
1946.1°1

The instability of the workforce impacted the qualification struc-
ture of the company in so far as it cemented the shortage of quali-
fied workers by the beginning of the DM era. Despite tremendous
efforts, the Personnel Department failed to procure enough quali-
fied workers to ensure a smooth production flow. From 1945 to
1948, the number of qualified workers rose only slightly from
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2,406 to 2,762. Even the number of trained workers remained
roughly constant, hovering around 550, although the factory man-
agement had already initiated a qualifying program for new, un-
trained workers.**> Some of the effects of the shortage of skilled
laborers on vehicle production were rather severe. When an expe-
rienced machinist or toolmaker who could not easily be replaced
left or failed to show up, it could sharply reduce the quantity as
well as the quality of products in a department. This was also true
of the assembly lines, which required a precise number of workers,
leaving little room for the improvisations that had spread through
all the production areas.***

The high turnover rate — which persisted until the currency reform
of 1948 — had a variety of causes, among which psychological fac-
tors in the generally uncertain postwar period should not be under-
estimated. Both the threat that the plant might be dismantled and
denazification bred deep insecurity among the workers, which
negatively impacted their morale. In addition, high inflation and
the rapid drop in the Reichsmark curbed their willingness to work
because, with the rapidly expanding black market, their wages
hardly motivated them to maintain a steady job. Moreover, turn-
over was at least intermittently influenced by the proximity of the
Soviet occupied zone, whose border lay only 10 kilometers east of
Wolfsburg. When production was interrupted for three months in
1946/47 and no wages were paid nor warm meals served, workers
switched to the Soviet zone in droves hoping for better provisions.
Most did not come back.



Desolate Barracks

But the greatest obstacle to stabilizing the workforce was probably
the disastrous housing situation. The Nazis had left a collection

of barracks there where the exemplary “Stadt des KdF-Wagens”
(Strength through Joy City) was to be. Wolfsburg’s chronic housing
shortage was an inheritance from the “Third Reich” and not a con-
sequence of Allied air raids. At the end of 1945, there were only
3,385 housing units for 17,872 inhabitants, and as construction
materials were lacking, new dwellings could not be built. Most fac-
tory workers had to make do with the provisional accommodation
in barracks, and even these were not available in sufficient num-
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bers because the Allies used them to house DPs. Some of the bar-
racks were in a catastrophic state. Up to eight workers, separated
from their families, would share one room in them. These condi-
tions inevitably led to conflicts among the residents. The housing
situation exacerbated the general tendency to migrate among refu-
gees who did not want to work short-term at the Volkswagen plant
but rather sought lasting employment and otherwise would have
stayed. Given the prevailing housing conditions, it was very difficult
to get skilled workers, in demand everywhere, or managers to
come. On the contrary, whoever was able to left the city.*>*
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Before this backdrop, the expansion of the workforce that began in
July 1945 was no easy task. To meet the staffing needs for the serial
production of the Beetle, the British military, from the beginning,
made use of the transregional job market, bringing 883 workers
from throughout their zone to the Volkswagen factory in October
alone. Released prisoners of war and refugees comprised the bulk
of the nearly 3,000 workers who took jobs at the factory, raising the
number of staff to over 6,000. Supported by the local, regional, and
state employment agencies, the practice of recruiting workers from
across the zone continued to be an important tool for overcoming
the worker shortage. When gaps in the personnel could no longer
be filled with prisoners of war, the DPs recruited from within the
British occupation zone provided a welcome source for offsetting
them, particularly since they were housed in special compounds
and did not strain the local housing market.**® Yugoslavian and
Latvian DPs hired for production operations, who comprised a
steady 500 to 600 workers from March 1946, significantly shaped
the staff structure of the company. Among these workers, as well,
the turnover rate was high, primarily because they gradually re-
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turned to their home countries or emigrated overseas. Moreover,
the German management had to accept that the foreign workers —
after the injustices they had suffered — did not always exhibit the
necessary discipline on the job, especially since the DPs living in
the British zone were subjected to an official work requirement

beginning in October 1946.*°°

The production plans announced by the Board of Control in June
1946 drastically increased staffing needs. To build 2,500 vehicles a
month, the workforce needed to be augmented by 1,173 men, with
80 percent of these devoted to production operations. Indeed, even
to produce 1,000 vehicles a month, the staff was 300 workers short
because too many of the new hires, as Production Manager Karl
Huland critically noted, were placed in non-production-related
departments.*®” If getting the staff needed for the expansion of pro-
duction proved rather difficult because the Volkswagen plant was
only given second rather than the highest priority, it was finding
accommodation for these workers that presented the real problem.



Hunger and Poverty as the Ten-thousandth

Beetle Rolls off the Assembly Line

Housing Shortage in Wolfsburg

In a managers’ meeting in June 1946, Brormann complained
about the intolerable condition of the Laagberg Compound, blam-
ing this for the fact that workers who were obligated to work for
the Volkswagen factory from the Friedland Compound had again
disappeared after receiving their advance payment. The furnish-
ings, including beds, tables, and chairs that had been purchased
eight weeks before, had once again been stolen. Due to looting and
destruction, the company had, up to this point, spent an additional
RM 140,000 on these compounds that it had transferred to the care
of the municipality. Major McInnes and the factory management
agreed that the city would have to cover these losses.

In early July 1946, the factory management deliberated measures
to mitigate the housing shortage. It was possible to set up 12 bar-
racks to accommodate 1,200 men, but this was purely a mass hous-
ing solution. By expanding 18 other barracks, the manager of the
Construction Department hoped to house another 1,800 men. The
costs for both projects came to RM 547,000. For medium-term
planning, it became possible on short notice to prepare living quar-
ters for 300 workers in the Laagberg Compound within a month’s
time. However, recent experiences provided an argument against
building mass housing. The factory management had tried to
accommodate unmarried workers from the district of Helmstedt
in Wolfsburg because the shuttle service arranged for them had
stalled on account of a tire shortage. But these workers were not
very inclined to give up their permanent residences for housing in
barracks. It had also not been feasible to relocate workers from
Soltau because there was no housing for their families.*®
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Consequently, when Personnel Manager Huhold suggested that the
Reisling Compound be made available to accommodate new hires
and factory workers with their families who were currently stuck in
poor housing situations, there was general consent. Although the
details of the plan still had to be worked out, the idea was to relo-
cate the people then living in the Reisling Compound — some of
whom were construction workers at foreign firms — to the barracks
and to move the families then in the barracks into their place. Gen-
eral Manager Miinch, who gave the expansion of housing the ut-
most priority, accepted the fact that the construction materials ar-
duously saved up for winter work would have to be used for setting
up the accommodations. Alongside the “housing exchange opera-
tion,” the factory management declared the expansion of the Laag-
berg Compound and the Youth Compound to be the top priority.

A further housing option was blocked by the city’s intention to
transform the hospital barracks it had taken control of the previous
year into a home for singles. Up to this point, the city had not taken
any steps to realize this plan. After several futile attempts to get city
administrators to make a decision, Miinch set them a deadline of
August 8, 1946. Under this pressure, the city finally gave in to the
company’s demand to fill the home for singles with factory person-
nel while keeping open the option of using it to provide for a hospi-
tal later on. The company’s modest success in finding accommoda-
tion for its workers was, however, spoiled almost immediately
when the British City Quartermaster ordered a number of proper-
ties in the area to be seized for its own use. These included the
Hohenstein Compound, the barracks of the city construction of-

54

fice, the compound east of Rothehofstrafie, the compound south
of the fire department up to Ernst-Toller-Strafe, five barracks west
of the public utility company, and the compound between Fallers-
lebener Strafie and the railroad.*>®

To alleviate the housing shortage, the company had little choice but
to resort to renovating and expanding the makeshift accommoda-
tions set up for the DPs. In the common compound on Fallersleben-
er Strafle, the large sleeping areas were divided into rooms for six
to eight people to make them more comfortable. Company renova-
tions in the Reisling Compound transformed two canteen barracks
into eight new apartments. For young workers and apprentices
who, since November 1946, had once again been able to complete
a training course at the Volkswagen factory, the company built a
youth compound.*®® By expanding the Laagberg Compound, the
factory management had at least come one step closer to its goal of
establishing a core group of skilled workers. By the end of 1947,
140 families had found a home there that was made more attractive
by neighboring garden plots, the opening of a toy store, and the
nearby school. At the same time, even though British factory offi-
cers fully supported the company in its efforts to acquire the use of
the Hohenstein Compound up to 1949, it did not succeed in this
endeavor. This was all the more unfortunate as Miinch regarded it
as very well suited for expanding into a family compound; it would
have marked a turning point in the development of the core work-
force. The General Manager constantly pushed for the return of the
factory’s own accommodations as he saw this as the “key to alleviat-

ing the dismal housing situation in Wolfsburg.”*®*



Body Shells

Building Up the Workforce and Labor Productivity

While the factory management made slight progress in acquiring
housing, the worker shortage grew more severe in the spring of
1947. From April on, the Employment Office was no longer able to
meet the factory’s workforce needs from within the Wolfsburg re-
gion or from other districts. In cooperation with the employment
offices of Wolfsburg and Uelzen, the state employment office of
Hanover, and the refugee compounds, the company had begun to
draw workers from the Soviet occupation zone. As the management
had “not had good experiences” with these workers, Yugoslavian
and Latvian laborers from the ranks of the DPs were to be em-
ployed to cover the staffing needs for the increased production.®?

THE TRANSFORMATION TO A COMMERCIAL ENTERPRISE

In the summer of 1947, the factory management made the neces-
sary preparations to accommodate these new workers after the
British had announced that they would give back the common com-
pound on Morserstrafie. The Latvians housed there were trans-
ferred to the Hohenstein Compound in early August so that the 400
Yugoslavs whose arrival was anticipated could move in; by August 9,
1947, only 105 of them had come. Sixteen of these moved back that
very same day to the DP compound on account of the poor condi-
tions they found; 36 were unable to work, and the British army
headquarters immediately deployed nine more for its own purpos-
es. In addition, the return of the common compound necessary for
accommodating the DPs — which was completely packed at the end
of August — was delayed. As other housing options for the remain-
ing DPs who were expected were not available, the company very
quickly had to negotiate with the appropriate British officer to get

barracks allotted to it for this purpose.t®?
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Exhausted Employee

In September 1947, the remaining Yugoslav workers finally
arrived. Only a few of them had had appropriate training; most

of them had worked in agriculture. In accordance with their quali-
fications, 200 men were employed in non-production-related
departments and 130 in production. Problems arose with the new
workers, about which Miinch was informed in a report of the Tech-
nological Management: As the Yugoslavs had no work clothing and
could not otherwise be moved to start their jobs, they received
“protective clothing” that they were, in part, not entitled to. This
upset the German employees, who had to acquire their own work
clothes. Moreover, the workers assigned to the paint shop, espe-
cially, showed little inclination to perform the dirty and hard physi-
cal tasks like cleaning the auto body shells or polishing them when
they had been sprayed, just as they refused to do piecework. By
early October, about a quarter of the Yugoslavian workers were
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absent either due to sickness or unexcused. Production manager
Hoéhne was, nonetheless, confident that the people would grow
accustomed to the work, although he conceded that one would
have to make it possible for them to purchase work clothing.*®*

The high rate of absenteeism in the first half of 1947 exacerbated
the worker shortage which rose to 25 percent on average in the
production division. One reason a quarter of the staff stayed away
was that they needed to go on foraging excursions and conduct
black market business to secure their survival. Other reasons,
though, were the poor diet and general exhaustion, which con-
tributed to an official sickness rate of 9 percent in June 1947.1%°
Racked by hunger, many workers suffered from the most various
diseases and often collapsed during their shifts. Accordingly, in

April 1946 the weekly work hours were reduced from 48 to 42.5.1%¢



The insufficient diet was one of the principle reasons for the gener-
ally low performance level of the Volkswagen workforce. But the
bad work ethic, as the British officers had surmised, and the quali-
ty of the management also played a significant role. In March 1947,
General Manager Miinch found out that several times, all the work-
ers in a division had left their workstations before the bell at 16:40,
and that the supervisor claimed he had not been able to prevent
them from quitting early. This occurrence made it advisable for

the company to take a closer look at the suitability of its managers.
Miinch therefore specified that applications were to contain a
reference for the qualification of the management staff including
their previous bosses and supervisors and announced that, if some-
thing like that happened again, he would have to begin transfer-
ring or firing people.*®” The foremen’s obvious lack of authority
confirmed the management’s assessment that they were less suited
than their counterparts in the rest of the industry, and that the
overseers, too, were “weak forces,” resulting in the leadership
tasks on those levels of the hierarchy in the company “not being

performed as they really need to be.”*%®

Production and Non-Production Divisions

The high turnover and absentee rates kept the factory’s productivi-
ty low. In addition, the imbalance between those employed in pro-
duction and non-production divisions had a negative effect on the
cost structure of the company. Counting among the non-productive
were laborers who kept the production process — negatively impact-
ed by machine wear and shortages — going by repairing machines,
producing tools, or putting the factory in working order. These
workers generally had higher qualifications, as well as a different
wage system than the production workers. Whereas non-produc-
tion workers got an hourly wage, production workers were paid by
the piece. Inherited from the war economy, the disproportion be-
tween the two groups — two-thirds were non-production workers —
was cemented by the repair and renovation work needed after the
war ended. The situation contradicted the principle of an efficient

automobile factory and depressed the profitability of the compa-

Hy.169

In mid-June 1947, Striebig, the manager of the Business Adminis-
tration Department, put forward an alternative perspective on the
often criticized imbalance between productive and non-production
work. First, he corrected the proportion by subtracting 850 posi-
tions not related to factory work — in British offices, the power
plant, landscaping, as well as 1,050 clerical workers and 310 in-
terns — from the total workforce of 8,100. The proportion of clerks
had shrunk to 14 percent from 17 percent the year before, al-

57



though the “ideal value” was 12 percent. Then Striebig counted
some of the workers of the Vorwerk and those who helped with
army repairs as productive because they produced parts that other
companies had to purchase from them. Striebig’s result was a rela-
tion of 3,020 productive to 2,860 non-production workers who
were largely occupied with removing war damages.*’® Nonetheless,
even Striebig’s corrected perspective revealed an overly large por-
tion of non-production workers, who ultimately drove up produc-
tion costs and limited the company’s wiggle room in calculating the
price of the Volkswagen.

Working together with the Workers® Council, the company man-
agement attacked this problem head on at the end of 1947. Miinch
stipulated that precise reports were to be issued on the needs of the
non-production departments, and especially of the Construction
Department. These were prerequisites, he argued, to utilizing all
available staff for increased production, on the one hand, and to
bringing the necessary non-production work in line with what

was financially possible. As the General Manager had figured on
further price reductions for the Beetle, the non-production depart-
ments needed to be reducible at a stroke: “Otherwise, we will
inevitably experience financial difficulties that there will no

longer be any way out of.”*"*
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Miinch’s successor Nordhoff also quickly took action on this issue.
Immediately after he took over in January 1948, he ordered a new
“sorting out campaign in non-production departments.” In his esti-
mation, some departments could eliminate a third of their person-
nel.?’? But such measures were not very successful at first for two
reasons: First of all, employees in the non-productive sector were
notvery interested in transferring to production because these jobs
were usually physically demanding; moreover, the small difference
in pay between piecework and an hourly wage provided little mate-
rial motivation. Second, the worker shortage limited the Personnel
Department’s options for pressuring the workers. Only after the
Deutsch Mark was introduced was there a slight improvement in
this, even if the Volkswagen factory had to bear the burden of too
many non-production workers into the next decade.*”?

The Break of Currency Reform

The currency reform in June 1948 marked a turning point in the
expansion of the staff and the problems associated with that. The
management was then in a position to use money to affect the per-
formance level and staff structure. At the same time, the general
provisions improved, likewise improving the overall health of the
workforce. Already in March 1948, the bizonal agencies had ap-



proved a wage increase of about 15 percent on average. When wage
controls were eliminated in October, there were further income
concessions to the workers, which made production jobs more
profitable for workers than non-production ones, correcting im-
balances in the wage and salary system. The average hourly wage
rose from August to November 1948 from DM 1.10 to DM 1.34,
bringing the Volkswagen plant far above the usual wage for the
automotive sector.'’*

The expansion of the workforce moved decisively forward after

the currency reform: Compared to the previous year, the number
of workers rose to 8,719, and by the end of 1949 had leapt up to
10,227. Sick leave was reduced from 10 to 12 percent at the start of
1948 to 2 to 4 percent by year’s end. The absentee rate, which had
already dropped to less than 10 percent by April, fell further to 4
percent by October, where it stayed throughout 1949. But, above
all, the turnover rate dropped. Between January and June 1948,
1,407 new employees took up positions at the plant and 1,495 quit.
In the second half of the year, there were 758 new hires and only
333 departures. In 1949, the comparative figures were 2,279 and
771.7°

The housing shortage, on the other hand, continued to be difficult
to overcome. In April 1949, the Volkswagen factory negotiated with
the Lower Saxony Labor Ministry about building several apartment
blocks to redress the pressing housing crisis. Several of the existing
apartments were still overcrowded, and many plant workers still

lived in barracks. One part of the staff lived outside Wolfsburg and
was brought to work in factory-owned buses. New appointments
continued to fail because the company could not offer the appli-
cants even the prospect of an apartment in the near future. More-
over, the existing accommodations occasionally left much to be de-
sired: Those living in the home for singles still slept on sacks filled
with wood shavings until Nordhoff permitted the beds to be fitted
with mattresses in mid-May 1949. In addition, over the course of
the year, the company completed a communal residential building
project at its own expense that had been just a shell before, thus
providing workers with 174 apartments. After the Military Govern-
ment had approved the making of contracts concerning hereditary
building rights in May 1949, private construction got a boost, ush-
ering in a turning point in the housing situation.'’® When the
“Volkswagen-Wohnungsbau-Gemeinniitzige-Gesellschaft mbH”
was founded in January 1953, it underscored just how important
apartment construction was for the development of the workforce
in Wolfsburg.

The commission representing the workers established in Novem-
ber 1945 was faced with the same problems that prevented the de-
velopment of a core workforce in the first postwar years. Turnover
and an economy of scarcity, but also the continuity of the “Betriebs-
gemeinschaft” with right-wing extremist potential, left their mark
on the representation of interests within the company and gave
specific form to internal company work relations at the Volkswagen
plant.
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3.3 The Beginnings of Co-Determination

The Workers® Council representing employee interests began as a
provisional arrangement. When production for the British army
started up, the representative body of employees, having been
formed through the initiative of Social Democrats and Communists
within the workforce, began its work. The leader was the future
Wolfsburg mayor Karl Hieber. Having previously been the chair of
the Workers’ Council in a Mannheim company, Hieber advised his
mostly inexperienced colleagues in developing the first Volkswagen
Workers” Council. Although the British Military Government had
permitted the founding of the previous employee council consisting
of seven workers, it did not concede any rights of co-determination
to it. It had no influence over personnel decisions or on the distri-
bution of manual laborer cards.?”” Nonetheless, the REME officers
at the site were certainly well aware early on of the value that repre-
sentation of the company’s interests had for the necessary develop-
ment of the workforce; by the end of August 1945, only by recruit-
ing across the entire zone had this campaign brought almost 2,000
new workers, primarily released German prisoners of war and ref-
ugees, to the Volkswagen factory. The problems associated with this
situation were easier to resolve by means of a contact and interme-
diary embedded within the ranks of the employees; such a contact
could limit the losses caused by friction in the integration of work-
ers into the production process and reduce the potential for con-
flict within the amorphous workforce.

As the livelihood of the Wolfsburg population depended on the con-
tinued existence of the company, the Workers’ Council pursued a
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decidedly company-oriented course that was independent of the
union from the beginning. Contributing to this was the fact that the
employee representatives in Wolfsburg had not been included in
the process of newly founding the union, so that the relationship
between the two organizations was marked rather by mutual mis-
trust in the early stages.'’®

The Workers’ Council gave developing Volkswagen production ab-
solute priority, although its demands for a democratic new begin-
ning had to be temporarily sidelined due to economic necessities.
This was evident in a resolution passed on August 22, 1945, in
which the council approved of the British denazification practices
and, at the same time, reacted to the factory management’s at-
tempts to remove active anti-fascists from the workforce.*”® One
man affected by this, for example, was Wilhelm Kiesel, a unionist
who was appointed to the factory management in May 1945.
Probably instigated by Brormann, Kiesel’s dismissal in August

was agreed to by the British Military Government, which was not at
all interested in German assistance in the denazification process
and approached the Antifa-Movement with reserve during this
phase.*®® The resolution concretely stipulated that all skilled labor-
ers were needed for the rapid start up of serial production, and so
the Workers’ Council would have to temporarily accept the fact
“that some men keep important jobs although they are objection-
able in a political and moral way.” Conversely, the start up required
that two “anti-fascist specialists” whose many years of combined
experience at the factory “could help in our work of reconstruc-
tion” remain in the company though they had been threatened with

dismissal.8?



From the British factory officers’ perspective, the company-orient-
ed policies of the Workers” Council reinforced its meaning for the
further expansion of the workforce and for overcoming the prob-
lems this would bring.*® Moreover, such participation on the part
of employees fit Hirst’s understanding of democracy as well as his
Anglo-Saxon notions of an open, constructive dialogue between
the factory management and the workers. He brought both of these
things into work relations at the factory after it had been deter-
mined that the work mentality of the laborers shaped by National
Socialism matched the negative image of Germany that dominated
in Great Britain in some respects.'®® He found the workers’ readi-
ness to receive orders and their lack of initiative incomprehen-
sible and attributed them to the fact that the workforce of the
Volkswagen plant had “never functioned like the staff of a normal
factory.”*®* In an enterprise once run under authoritarian princi-
ples, Hirst established a new work and leadership style based on
cooperation and participation that gave both management and
workers responsibility for the company. He sought out direct con-
tact with the workers, was always ready to listen to their problems,
and encouraged them to work autonomously and independently.*®*
Thus, Hirst contributed to realizing the British concept of democ-
ratization and helped lay the groundwork for educating Germans
for democracy.*8®

The First Elected Workers’ Council

Even before the Military Government had issued a regulation to
form a new Workers’ Council, Hirst had already initiated the first
elections for such a council and disbanded the old one in October
1945. However, the candidates were not allowed to reveal their
party and union memberships nor make political declarations.
Hieber’s campaign, for example, described him as an “expert of
integrity and good judgment” for whom “the prosperity of all of
humanity” lay close to his heart.*®” With continuity of personnel,
the provisional council became a democratically elected Workers’
Council. Seven members of the twelve-member body were SPD par-
ty members, and two were KPD party members. The British govern-
ment strictly regulated the work of the council with a constitution it
had decreed. The agendas of the meetings had to be presented to
Hirst for his approval, and factory officers had the right to partici-
pate in the meetings, at which discussions of policies or the factory
administration were categorically prohibited.*®®
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Until the summer of 1946, the Workers’ Council had neither par-
ticipation nor co-determination rights, so that its work was essen-
tially limited to taking care of company-internal social issues.*®°
This included, for example, the support fund established in March
1946, to which every worker could make a monthly contribution of
50 Pfennig. Under the conditions prevailing at that time, this fund
was an important means of shoring up financially strapped employ-
ees. In addition, the Workers’ Council, at the behest of the Person-
nel Department, made increasing discipline at work one of its
aims, putting measures in place to discourage workers from leav-
ing their posts early or from having coworkers’ cards stamped.*°

After the Allied Works Council Law was enacted in April 1946, the
council urged Hirst to effect the legally fixed co-determination
rights and made its first organizational preparations. In order for
the council to influence personnel decisions, a commission was
formed to review appointments and dismissals. Then at the start of
July, a wage commission was organized to provide advice, along
with the union, concerning tariff negotiations in the Volkswagen
factory.’®* But the Board of Control took a wait-and-see approach to
implementing the Works Council Law. The request brought to Hirst
in early June 1946 to conduct the work of the council according to

the new law until provisions for its implementation had been de-
creed went unanswered.'?? Instead, British pragmatism in the
question of co-determination made itself felt in a negative way.
After calling the Workers’ Council to a meeting of the production
commission one single time, Hirst rejected its further participation
in June 1946, explaining that the arrangement had not been suc-
cessful. The Workers’ Council protested this exclusion as the Works
Council Law expressly gave it the right to make suggestions for im-
proving work methods and production processes to its employer.'?

Thus, General Manager Miinch was the one primarily responsible
for the Workers” Council making progress on the issue of co-deter-
mination rights in the second half of 1946. Seeking balance,
Miinch certainly recognized that the increase in production envi-
sioned by the British and the necessary extension of work hours
could only be achieved with the support of the Workers” Council.
Likewise, the planned shift to group piece rate pay also required
the Workers® Council’s participation.'®* Accordingly, Miinch called
ameeting on July 22, 1946, at which an increase in the workweek
from 42.5 to 48 hours was debated, which led to the introduction of
Saturday shifts.
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Potatoes from the Factory’s Farms

The Workers’ Council objected to this demand on the part of the
management, pointing to the poor nutrition and health of the
workers. Their sorry condition begged the question of whether they
would physically be able to handle a heavier workload. Neverthe-
less, the council signaled its willingness to compromise, especially
since the British had threatened to close the factory if production
were not increased. The factory management promised to get
better provisions for the workers, particularly fresh vegetables

and other products from the factory’s own farms and items grown
in its own gardens.'®®
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Having agreed to get employees to work longer hours, the Workers
Council put itself in a strong position for negotiating options for its
co-determination. In August and September 1946, it was granted
co-determination rights for appointments and dismissals, as well
as for changes in workers’ status in the wage group catalog. In
October, the British Military Government suspended the old
Workers® Council constitution and gave the new one the opportu-
nity to determine its own tasks in accordance with the new Works
Council Law.®® Yet it still took nine more months for these rights
to be formally set down in a company settlement.



Structural Problems in the Workers’ Council

After Social Democrats and Communists had more or less been
able to cooperate smoothly in the first two Workers” Council meet-
ings, a conflict arose during the election of the Workers” Council
chairman in December 1946. The KPD comrades felt strengthened
by the outcome of the elections, particularly since they comprised
nearly half the members of the Workers® Council. They denied the
Social Democrats’ claim to leadership and sent Erwin Blohm to
run against the SPD candidate Otto Peter. The first ballot ended

in a draw, but in the second round Peter prevailed. Then the Com-
munists cast doubt on whether the election procedures had been
properly followed and stayed away from the next Workers’ Council
meeting in protest. But a more conciliatory attitude was already on
display at the next meeting on December 20, 1946. The adversaries
decided to draw up the election protocol more carefully in the fu-
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Posters, December 1946

ture and further announced the management’s agreement to
disburse a Christmas bonus as well as Christmas stollen to the
members of the workforce.*®’

The internal party-oriented political differences, which intensified
into conflicts on certain points, did not represent a larger obstacle
for the protection of interests in the Volkswagen plant. The work

of the council, however, was crucially impaired by two factors in
particular: the economy of scarcity, on the one hand, and the high
turnover and structure of the staff, on the other. Only a few of the
remaining employees after the end of the war had union experi-
ence from the Weimar period, and those in the younger generation
who had been socialized under the Nazi dictatorship were not fa-
miliar with fundamental democratic principles in the economy or
society. The same was true of the thousands of soldiers and refu-
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gees who had intermittently joined the small core staff since July
1945 and dominated the employee structure at the Volkswagen
factory with their high turnover rate.’?® Chairman Kiesel of the
General Trade Union founded in December of 1945 pointed out the
problems associated with this from the union’s point of view when
he deplored the staff’s lack of organization in May 1946. He at-
tributed the union’s inability to get a stronger hold to the fact that
“the predominant majority of the staff consists of several thousand
young soldiers and released prisoners of war, who still lack an un-
derstanding of union principles.”**® Moreover, there was no func-
tioning and trusted core staff to take charge of recruitment and
new enrollment. A later Workers’ Council member remarked self-
critically that the union did not advertise enough and so the staff
got the impression that this organization was unnecessary.2%°

Apart from this lack of union tradition, Volkswagen workers also
exhibited substantial and extreme right-wing tendencies that they
persistently expressed “by smearing the walls with swastikas and
National Socialist slogans” that did not stop even after repeated
reprimands. In 1947, the factory management and the Workers’
Council made it abundantly clear in a joint memo that spreading
Nazi propaganda endangered “the good reputation and the future”
of the Volkswagen factory and would not be tolerated under any
circumstances. The department managers were obligated to closely
monitor this development and to immediately report and file
charges against offenders. Such a demand, however, was hardly

suited to changing ideological tendencies.?”*
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The high turnover rate combined with the widespread anti-demo-
cratic attitude was the main reason that the Workers’ Council
lacked support from the staff and appreciation for its achieve-
ments. Instead, the employee representatives found themselves in
arather defensive position in relation to the vast majority of the
staff. Their weak position was also reflected in the turnout and
consequent results of the elections for the Workers’ Council, and
itreally stood out in the first election in November 1945. Only 62
percent of the workers participated, 20 percent of whose ballots
were invalid. Although the apolitical campaigns of the largely un-
known candidates perhaps played a role in the low turnout, it was
primarily due to a lack of interest in the activities of the Workers’
Council, which had various causes. Some regarded their employ-
ment in the Volkswagen factory as a short-term affair; others were
uninformed about the function of the Workers’ Council or kept
their distance on account of their political opposition. Thus, the
invalid ballots can be interpreted as a protest vote, expressing dis-

approval of the Workers’ Council’s efforts.2°?



Providing for the Staff

Even for the first elected Workers’ Council members, improvement
of provisions for the workers drove the agenda, even though the
council at first had no influence on the distribution of food and
clothes. Food was rationed, with extra rations for those who per-
formed more physically demanding work. Little was given to those
responsible for light activities, but additional rations for heavy and
extremely heavy labor could be substantial. Because the foreign
relief supplies did not arrive, the already meager rations were re-
duced once more in March 1946, so that the norm was only 1,014
calories per day. Miinch complained to the Hanover “Landes-
ernihrungsamt” (State Nutrition Agency) about the serious signs of
physical decline in the Volkswagen workforce.?*® In July 1946, the
“Wirtschaftsgruppe Metall” was founded as a branch of the Gener-
al Trade Union, which aimed to improve provisions for workers.
The most important demands it made were to increase the fat ra-
tions and to involve the trade unions in controlling food production
and distribution. The Workers® Council of the Volkswagen factory
worked hard to get these demands fulfilled, and by November, 73

percent of the workers were receiving extra rations.?’* From the
end of 1946, the Workers’ Council was entrusted step by step with
supply tasks. It practiced a distribution policy appropriate to an
economy of scarcity, which was not about improving income but
rather primarily about obtaining food and vital consumer goods.
The Workers’ Council was involved in assigning extra rations; it
took control of the factory kitchen, in order to prevent the embez-
zlement of food; and it handled the procurement and distribution
of clothes, shoes, and other household items. Furthermore, it initi-
ated a “social operating assistance” program that made repairs and
manufactured everyday household items from May on. Because

of the high turnover rate, the council found itself forced to make
seniority the main criterion for the distribution of scarce goods by
midyear. At the beginning of 1948, the minimum period was in-
creased from three months to one year, which new hires probably
perceived as discrimination and in case of doubt blamed on the
council.?®® In the end, the distribution of scarce goods proved to be
a thankless task. Whoever distributed things in short supply would
sooner or later be accused of nepotism, for the other side of the dis-
tribution matter was that it favored political patronage.
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Worker at the Gate

Despite the system of extra rations, undernourishment and defi-
ciency symptoms continued to be a virulent problem among the
workforce. In the fall of 1947, the daily rations in Lower Saxony
were set at 1,653 calories for the norm, 1,790 for those who per-
formed some heavy labor, 2,443 for regular heavy laborers, and
3,041 for those with the heaviest labor. A study conducted by the
Public Health Branch in November examined 773 male and female
factory workers — of whom far more than half got additional food
from black market deals and bartering or from their own gardens.
The doctors found insufficient calorie intake among them. The av-
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erage weight was 58.4 kg for men and 49.1 kg for women. The 221
heavy laborers who were examined were by no means in the worst
shape compared to earlier surveys. It was primarily those receiving
normal rations who were extremely undernourished.?°® Things
only noticeably improved for the workers with the foreign exchange
bonus of RM 44,000 that accrued from the export business. An am-
icable arrangement made between the factory management and
the Workers’ Council stipulated that half of this sum would be used
to provide workers with food and clothing, while the other half

would be used for the reconstruction of the plant.2%”



Material Advances for the Workers

There was little leeway for improving the income of Volkswagen
workers until the currency reform because the Allies had imposed
awage and price freeze. The Workers’ Council used this freeze to
achieve small gains in wage policies. One such gain was the regula-
tion negotiated in the summer whereby young workers under age
21, as well as women who were paid piecework rates, received the
same pay as male adult piecework employees.?°® In October 1947,
the Labor Ministry in Hanover approved the wage increase for
young workers as well as the financial parity of women who per-
formed the same labor as men. However, the agency rejected a
general wage supplement. The talks in Hanover disclosed that the
council, in agreement with the factory management, had got round
the wage freeze by regrouping the employees. In comparison to
average earnings in 1946, the Ministry officials determined that
wage groups 4 and 5 had experienced a shift upward. While the
agency tolerated this, it did warn Chairman Peter of the Workers’
Council that a general wage increase violated the wage freeze that
was in effect.?%®

The Council’s approach to the changeover to piecework rates intro-
duced in the summer of 1946 also determined the prospects for
income gains. This conversion was implemented over a period of
several years. The management argued that those affected would,
on average, earn more rather than less. Of course, this calculation
could only be accurate if fewer workers actually produced more
doing piecework. The council did not generally reject this switch
and declared that it was prepared to familiarize employees with

the principle of group piecework. Yet it also pointed out that some
departments were more likely to experience production gains if
individual piecework rates were implemented.?!° In addition, the
representatives were concerned that group piecework might lead
to injustices because “for one bad worker, all the others would have
to atone.” Regarding this as a temporary problem, Brormann em-
phasized that the “weeding out of bad workers” by the staff itself
comprised a most welcome side effect of group-oriented perfor-
mance pay.?*

It was not pay raises but decreases that motivated the Workers’
Council when it supported the factory management in shifting
workers from non-production to production jobs.?*? For the man-
agement, this change in work organization was geared toward cost
reduction whereas the Council saw it as an opportunity to appoint
employees in accordance with their professional qualifications. It
encouraged the factory management to put as many men as possi-
ble in the right place, although it also insisted that transfers should
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notlead to pay reductions.?** An estimated 400 workers in the
production departments were not in jobs that matched their quali-
fications and performed less valuable tasks. The Personnel Depart-
ment felt that the problem could best be resolved by increasing
production. This would raise the demand for higher-order jobs
while positions in the lower wage classes 1 to 3 could be filled with
new unskilled laborers.?**

Whereas the food crisis in the winter of 1946/47 triggered a na-
tionwide wave of strikes and demonstrations — in the Rhine-Ruhr
region, Hanover, and Brunswick alone more than 1 million people
participated — the Volkswagen factory survived this crisis-prone
period without any large protests among its workers.?** This was
because the refugees and released prisoners of war were depen-
dent on the social benefits of the company, and especially on the
factory-owned housing, which dampened their willingness to go on
strike.?'® In addition, the factory and the city were spared the worst
effects of the food catastrophe thanks to the agrarian surroundings
and its own cultivated land in the Morse and Wolfsburg farmsteads.
In all of Germany and especially in the Ruhr district, this crisis
drove people into the streets for “hunger marches.”?*” Only the
staff of the satellite factory joined in the general strike movement
in April 1947, whereupon Miinch stood up for the Workers’ Coun-
cil in Brunswick and calmed the waters in the Military Govern-
ment. In December, after the satellite plant’s staff had once again
participated in a protest strike, the matter was discussed. It had
been triggered by the sentencing of two former SA men, which
many unionists and Council members regarded as too mild. Gener-

70

al Manager Miinch then gotin touch with the secretary of the
Council, Fritz Hesse, and intimated that a strike “could have a very
disruptive effect at the moment,” particularly since the British had
unconditionally demanded that production in December be raised
to 1,000 vehicles, including overtime, to achieve this target.?*®
Hesse and Miinch agreed that the strike had to be prevented. The
Council intervened in the satellite factory, after which the workers
spoke out against participating in it. That very same day, Miinch

lifted the strike warning for the British factory management.?*°

The Participatory Company Agreement

In Miinch, the Workers’ Council had found a cooperative partner
who strove to create regulations it consented to just as much as he
honored its compliant course. This good cooperation was reflected
in the company agreement negotiated between February and May
1947, for which Control Council Law No. 22 concerning the co-
determination of works councils served as a guideline. This new
agreement went into effect at the same time as the new work rules
on May 10, 1947, securing the council full rights according to the
Allied Works Council Law. These included co-determination for
appointments and dismissals, for transfers, wage and salary ques-
tions, as well as for changes in operations. Further, it oversaw the
factory kitchen and the distribution of foods grown in the factory’s
own farmsteads. Moreover, the company agreement granted the
council the rights of participation in setting the production plan

and access to business files.?2°



The “10 Grundsatze fiir die Arbeit im Volkswagenwerk” (10 Princi-
ples for Work at the Volkswagen plant) that were placed before the
work rules, however, revealed the continued effect of the DAF tra-
dition. Clearly reflecting the company’s ideology of the “Betriebs-
gemeinschaft” under the Third Reich, the drafters of this docu-
ment characterized “all the work in the factory” as a “service to
the Volk for the use of the whole,” the workers and officials as “a
closed, democratically led performance group,” and concluded by
declaring that “Acting against peace at work and lack of discipline
toward the company community’s will to perform” was to be ener-
getically combated. These principles demonstrate that allusions

to the national importance of the Volkswagen factory forced socio-
political conflicts of interest into juxtaposition.??! For the council
representatives, the company agreement nonetheless represented
a step forward, particularly since it validated their demand for the
right of co-determination for appointments, dismissals, and for
transfers to higher wage groups instead of just giving them the
right of consultation as the factory management had suggested.
Miinch described this concession as a “test of [their] democratic

sensibility.”22?

Determining who would sit on a future Board and who to appoint
as a personnel relations officer was not part of the company agree-
ment. To the Workers’ Council or union, a desirable answer to the
open question came in the equal co-determination instituted in
the Rhine-Westphalian iron and steel industry in March 1947.

Yet the British Military Government rejected the decision made at
the company assembly in November 1947 demanding that a labor
director be appointed. On the one hand, this was because worker
participation in company management did not fit the Anglo-Saxon
model of industrial coordination of interests. Accordingly, the
British argued that no one could represent management and work-
ers at the same time. The task of the council, they maintained, was
to tune in to the workers’ interests whereas the labor director, as a
member of the factory management, had to defend the interests of
the company. On the other hand, the British regarded themselves
as only temporary custodians and did not want to solve this central

question for the future company management.???
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Erosion of Company Co-determination

Nordhoff, too, who took up his position as the General Manager

on January 1, 1948, was strictly opposed to appointing a labor
relations officer.??* Less oriented toward gaining the Workers’
Council’s consent than his predecessor had been, Nordhoff forged
atight alliance with the staff from the beginning with his paternal-
istic leadership style, following his firm conviction “that there is no
more natural alliance than that between a factory’s management
and its workers.”??®* The ongoing influence of the Nazi ideology

of a company community that could still be discerned across large
swaths of the staff reinforced his idea of leadership and helped him
to assert his claim to power. On the other hand, the weak position
of the council in the workforce was further undermined, even
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though the currency reform and the suspension of the wage freeze

that followed had set the stage for advances in wage policy. Already
in April 1948, the company management and the council agreed on
an average wage and salary increase of 15 percent, which went into
effect on September 1.22° In the lower wage groups, the represen-
tatives had been able to negotiate income improvements of up to
50 percent.??” Yet these successes in wage policy, which raised the
level of wages at the Volkswagen factory far above the West German
average, did not strengthen the basis for the legitimacy of the
Workers® Council and the union. Rather, a large number of em-
ployees attributed these increases to the effect of the General
Manager while the council felt pressured from two sides and found
itself headed for a serious crisis of confidence.



Thus, the Workers® Council elections in June 1948 were marked by
caustic partisan disagreements as the Social Democratic majority
in IG Metall, in contrast to previous practice, put forward a list
filled primarily with its own members. This led to another, oppos-
ing list being set up that presented the CDU and KPD candidates
together with nonpartisans. The campaign turned into a regular
mud-slinging battle in which the participants accused one another
of corruption.??® In addition, the growing influence of right-wing
extremist candidates subjected the Council to a difficult acid test.
In the elections of 1948, a grouping appeared for the first time that
perceived itself as a union opposition list. These forces were boost-
ed by the outcome of the municipal elections in November 1948,
which had delivered a landslide victory to the aggressively revision-
ist, right-wing nationalist “Deutsche Rechtspartei” (DRP) with 64
percent of the vote. The ability of right-wing extremism to mobilize
the protest potential that resulted from the precarious living condi-
tions demonstrated the failure of political integration in this phase

in the refugee city.??°

Wolfsburg’s election results were part of the first wave of election
successes for organized right-wing extremism, which was able to
profit from the economic and social dislocations of the postwar
years. In the first parliamentary elections of 1949, the right-wing
extremist parties received a total of 1.4 million votes (5.7 percent).
More than a third of these were for the DRP. Founded in 1946 as a
gathering place for various streams of thought, this party won 5
seats in the Bundestag and was particularly successful in Lower

Saxony, where it got 8.1 percent of the vote; nationwide, it got only
1.8 percent. Shortly thereafter, the neofascist wing left the DRP,
founding the “Sozialistische Reichspartei” (SRP, the Social Imperi-
al Party) in October 1949 —in 1951, this party still won 11 percent
of the votes in state parliamentary elections in Lower Saxony.?*°

Given the outcome of municipal elections in Wolfsburg and the
mood of the workforce, which did not bode well for the approach-
ing Workers’ Council elections in May 1949, both the IG Metall and
the German Office Workers unions made room for six right-wing
extremist candidates on their common list - five of these were then
elected to the council. This strategy aimed to neutralize opposition-
al forces by integrating them; measured by the election results, it
was a success. None of the groups hostile toward the union were
able to get their candidates elected, which may have been helped
by the prohibition of the DRP that had been issued in the mean-
time.?3! Yet this strategy was, in the end, a sign of weakness, and it
exacted a heavy toll — the representatives had to accommodate the
growing acceptance of right-wing extremist candidates and their
increasing influence on the council.

In addition, the council had to deal with accusations of corruption
leveled against its chairman, which led to his ouster in November
1949. In retaliation, Peter publicly aired his grievances, encumber-
ing the entire council. Once personal motives were taken out of the
conflict, then what remained was a gray zone in which the borders
between cooperation and corruption were apparently fluid. The
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Social Democrat Ernst Rahm then took over for Peter as the chair-
man, and Helmut Hillebrecht was elected to be his deputy. Hille-
brecht, for his part, had co-founded the SRP, which would be de-
clared unconstitutional in 1952. The Workers’ Council, which had
fallen under suspicion of corruption, reached its nadir at a general
assembly held on December 23, 1949. There, those in attendance,
on the urging of a right-wing extremist spokesperson, dismissed

the council by a vote of no confidence.??

The council’s dismissal came at the end of a development that had
begun with the shift to Nordhoff’s leadership and the growing in-
fluence of right-wing extremist groups. Thereafter, council backing
rapidly dwindled among the workforce, reducing its options for
representing the workers in a confident way that made aggressive
use of its right of co-determination, even though the company
agreement had opened up this possibility. Last but not least, the
fact that labor relations under Nordhoff regressed to a “kind of in-
dustrial feudalism” was due to the council’s aversion to conflict;

it was integrated into the role prescribed by Nordhoff’s paternalis-
tic style.?*® For most members of the council, Nordhoff was un-
touchable. For example, when the managing board of IG Metall
sent union secretary Siithrig to Wolfsburg in 1949, and Siihrig start-
ed on a confrontational course with the General Manager, the
council members rejected this strategy, and afterwards, declared
their loyalty to Nordhoff. This reflected the ongoing influence of the
idea of a “Betriebsgemeinschaft.”*3* Not until 1951 when the Social
Democrat and unionist Hugo Bork took over the chairmanship of
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the council did the workers’ representatives begin to define their
role anew. Then, the council engaged in an offensive campaign
concerning distribution policy while growing prosperity laid the
groundwork for democratic principles to become established

among the Volkswagen workforce.?*®

3.4 Erratic Production

Material and worker shortages limited the volume that the
Volkswagen factory was able to produce in 1946/47, which is why
output stayed at the 1,000 vehicles a month despite British support
and the tremendous efforts of the factory management. At the same
time, the serial production that began in December 1945 booted up
quickly. In early 1946, manufacturing shifted from the Type 51 to
the Beetle with a normal chassis. In March, the workforce and fac-
tory officers came together to celebrate the one-thousandth Beetle
rolling off the line.?* In addition, production in this month finally
achieved the requested quantity of 1,000 vehicles. The rapid rise
in quantity fueled optimism among the British custodians, so that
they set a target of increasing production to 2,500 vehicles a month
by the end of the year in May 1946, with a view to exporting 1,500
of them.?*’



Celebrating the 1000 Volkswagen Rolling Off

the Assembly Line in March 1946

That this intended increase in production triggered more concern
than encouragement, not only among the factory managers, be-
came clear in a discussion held on June 21, 1946. Even Officer
Berryman, who was in charge of production issues, expressed

his doubts that this could be achieved and asked that the poor
condition of the machine tools and the workforce and nutritional
situation be taken into consideration. Brérmann pointed out the
difficulties in toolmaking, in machine repair, and in the general
maintenance of the factory. In addition, he reminded the British of
the war damage that still had to be taken care of in order to move
toolmaking and assembly from the lower level into the hall and to
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meet winter preparation needs. Brormann calculated that 2,000
additional workers would be needed to meet the new goal, and,
according to the personnel management, the 1,000-vehicle plan
was already causing serious problems because of the high turnover
rate. Neither the Military Government nor the employment offices
could meet the need for workers because the Volkswagen factory
was on too low a priority level. An acute housing shortage contin-
ued to plague the area. Moreover, there were not enough clothes,
work suits, or shoes for the workers, particularly for new hires.
Although the Board of Control remained optimistic, it did postpone
the plan to reach a monthly production rate of 2,500 vehicles to
1948.238
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The British promptly ordered the first step to expanding pro-
duction and set the 1,500-vehicle plan to begin in August. The
Volkswagen factory’s ability to fulfill this order depended decisively
on the necessary quotas of steel, textiles, and glass being made
available. The lag time for delivery of resources was several months
—up to three months for steel plates and up to five months for tex-
tiles and manufactured powertrain elements. Despite the factory’s
preferential treatment, quotas were occasionally delivered late,
and material shortages prevented suppliers from meeting the
factory’s needs, except intermittently. The Purchasing Department
then also raised its voice against the August plan because the quo-
tas of textiles and glass that had been delivered had been set for
1,000 vehicles. The wheel rims manufactured by the Kronprinz
company that had been released only sufficed to produce 800
vehicles a month, and the iron vouchers for the third quarter that
were so desperately needed had not yet arrived. The Purchasing
Department manager Julius Paulsen made a sobering calculation:
Although the scarce steel plates would last until the end of Septem-
berif 1,500 vehicles a month were made, the new plates would not
be available before the middle of October. If the plan were to be
executed, then early October 1946 would see shortages in several

production areas.?*®

Aside from these supply issues, the ordered increase in production
was problematic from a sales perspective as well because it drove
up manufacturing costs and ran counter to the British demand

to reduce costs. Kemmler made the commanding factory officer
aware of this point in early August 1946, also expressing his funda-
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mental criticism of the British production policy, which, in his
view, failed to take what was possible at the factory and the prevail-
ing economic conditions into account. For, as Kemmler remarked,
the best planning would have to be wrecked “if the technological
management is forced by the directions sent by British offices to
continue to focus its attention on more or less forcibly achieving
the production goal without the necessary requirements for this

having been met.”?4

As Kemmler explained, when on a given workday from time to time,
production was faced with an insufficient supply of parts — say 150
parts missing or only available in inadequate numbers — then the
manufacturing plan of 1,000 vehicles a month could only be
achieved by means of clever improvisation. Machine utilization
plans had to be altered, workers had to be switched out, and the
replenishing of supplies had to be rearranged. Consequently, there
were delays on the assembly lines, and the Transportation Depart-
ment often had to bring individual parts piece by piece to the pro-
cessing machines. The high turnover rate made the situation even
worse in that new workers had to be trained and integrated into the
production process. For July 1946, Kemmler estimated that the loss
of productive time caused by turnover was almost 51,900 hours out
of awork quota of 123,700 hours. He suggested that the manufac-
turing program be put off for a month to allow a little breathing
room for the planning and necessary preparatory work to be com-
pleted and to create a stockpile of components and replacement
parts that would cover at least 14 days of production, but his idea
was rejected.?*
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The Second Round of Denazification mann.?*? The British appointed Miinch to be his successor on June
Aside from the economy of scarcity, the second wave of denazifica- 17, 1946, whereupon Miinch simultaneously held both the office
tion, which got going in June 1946, also negatively impacted pro- of the Chief Custodian and the General Manager.?** On June 20,
duction at the Volkswagen plant for a while. Bolstered by Directive 1946, reports on company morale that Hirst had requested painted
Number 24, which had been passed in January and aimed to arather gloomy picture of the effects of denazification on produc-
make denazification practices in the Western zones somewhatuni-  tion and the workforce. In the already tight personnel coverage,
form, the denazification commissions, stoked from the German the dismissals had opened severe gaps in some departments. The
side, dealt with more than 1,000 personal cases. A total of 228 toolmaking, welding, mechanical, body assembly, and planning
Volkswagen workers were dismissed for their involvement with departments were hit particularly hard. The Planning Department
the Nazi Party, including four department heads, the technical lost eleven people, including three who were “difficult to replace
manager, one operations manager, and the factory manager Brér-  even in normal times.”?** Production manager Karl Huland expect-
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ed a significant drop in the number of vehicles produced because
workers with years of experience at the factory could not simply be
replaced without further ado. In order to prevent even worse dis-
ruptions in production, Hirst permitted some key personnel to con-
tinue working while the trials were being conducted. Yet this mea-
sure could not keep production — which was also affected by the
factory holidays — from dropping to 422 vehicles in June 1946. The
goal for July could then only be achieved according to the factory
manager if the 10 to 12 top performers removed by the denazifica-
tion process could be reinstated.?*

The effect of denazification on the morale of the workforce was,
likewise, a cause for concern. Brormann suspected that toolmak-
ing machines were breaking down rather frequently because work-
ers were sabotaging them to express their frustration with the way
denazification was being handled.?*® Miinch noticed a growing agi-
tation among the workers prompted by their “absolute uncertainty
about their own future.” The workers, he surmised, feared that the
very existence of the factory was being undercut. According to the
reports of department heads, the enthusiasm for work displayed in
March and April had “given way to a very strong weariness and de-
pression.”?* Thus, it was doubtful, they conjectured, that the per-
formance of the preceding months based on the engagement of the
entire workforce could be achieved again. It is difficult to say just

78

how much the denazification of management personnel impaired
the reorganization and management of the company or the quality
of its products. Hirst had appreciated Brormann as a technical ex-
pert, and the latter’s dismissal left a noticeable gap that could only
be filled by appointing Nordhoff. The effects of denazification on
the volume of production, however, were, in the end, limited and
temporary as the Military Government approved 138 of 190 ap-

pointments undertaken.?*®

Despite denazification and worker and material shortages, month-
ly production rose to the highest level of the year in August 1946 to
1,223 vehicles, but it dropped back down to about 1,000 cars in the
following two months. Above all, the scarcity of steel waylaid the
British production plans. The persistent power outages prevented
the steel mills from holding to their delivery deadlines; the Ohler
Ironworks as well as the Tron and Smelter Works of Bochum re-
ported delivery delays of three to four weeks. The rationed supply of
power led the Continental company to limit its production so that
the reserve supplies at the Volkswagen plant were used up at the
latest by December 1946. Although suppliers were making a great
effort, the Reichsbahn (Imperial Railway) did not make enough
train cars available. And often, train cars carrying important mate-
rials did not arrive in Wolfsburg because they stood for days in re-
pair shops. Consequently, the Volkswagen factory had switched
from train to truck transport.?*?



Production Standstill in the Winter Crisis of 1946/47

The number of vehicles produced rose once again to 1,193 in No-
vember before the upswing came to an abrupt halt in December
1946. In this, the Volkswagen factory shared the fate of all industry
located in the British-American area. There, the economic situa-
tion had made respectable strides when industrial production
collapsed in the energy crisis of the winter of 1946/47. Problems
mining coal were not the chief cause of the acute shortage as the
crisis immediately followed on a turn to the better in the industry in
October 1946. An internal Volkswagen memo had noted that large
quantities of coal were available.?*° However, the consequences

of the Allied air raids were now making themselves felt after some
delay, particularly since the extremely cold winter blocked all wa-
terways, concentrating all product transportation in the Imperial
Railway. The ruined train system collapsed, crippling the delivery

of raw materials and intermediate goods.?*?

The Board of Control met to discuss the consequences of these
failed raw and other material deliveries on December 6, 1946, and
decided to halt production until the new year. When production
started up again in January, the plant would then manufacture

500 cars. This brief standstill alone generated costs of 1.5 million
Reichsmark; when an acute coal shortage halted production once
again before it had really even begun, these costs rose still further.

By January 6, 1947, the factory’s coal supply had dropped to 500
tons, which was not even enough to cover the energy needs for two
days at the previous production levels. New coal for production was
nowhere in sight. The almost 700 tons delivered by the Northern
German Coal Distribution Center had to be used for the set pur-
pose of keeping the factory running and securing emergency heat
and light for the city. Meanwhile, the temperature had dropped

in some of the factory halls to -7 degrees Celsius, so that laborers
could not be kept working out of consideration for their health.
Moreover, the frost crippled the machines; some of the welding
machines had already frozen. Production remained at a standstill
until March 10, 1947.2%2

The crisis put a damper on the British production plans. Thus,

the relevant control agencies used previous production figures for
orientation, deciding on March 18, 1947, that at least 1,000 vehi-
cles should be made for the Allies in the next six months. After that,
factory output was to be increased to 2,500 vehicles by July 1948 so
that, once the Allies’ diminishing needs were met, the remaining
vehicles could be released for the German market and for export.2*3
The Industry Division brought a discussion paper on this topic

to the deliberations of the Bizonal Economic Commission in
March 1947. The negotiations, the main purpose of which was to
secure maximal vehicle production in the unified zone, gave the
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Volkswagen factory — whose future had still been uncertain — a
stable material foundation. In effect, the talks unofficially gave the
automobile industry priority. The bizonal powers reached this deci-
sion at the Moscow Foreign Ministers’ Conference in April 1947,
but, out of consideration for the French, they did not officially an-
nounce it until the end of August 1947. The new plan for the level
of industry in the bizone — which was probably a done deal even
before the zones were joined — was oriented toward the economic
indicators of 1936. It raised the level of German steel production
from 5.8 to 10.7 million tons and the number of vehicles allowed
to be manufactured for Germans from 40,000 to 160,000.%>*
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On July 23, 1947, Hirst shared the good news with the factory man-
agement that it was “almost safe to assume that the removal of the
factory [was] out of the question.”?*®* He added, however, that the
Volkswagen plant would remain under British control until a gov-
ernment for all of Germany could be formed. That goal was more
unattainable than ever. At the Moscow Foreign Ministers’ Confer-
ence in 1947, unbridgeable oppositions in the positions of the
Western powers and the Soviet Union had emerged regarding how
the question of Germany should be handled: the “Cold War” now

broke out.?%®



Conflicts between the Germans and the British

After operations had started up again in early March 1947, the aw-
ful production conditions got much worse because of two opposing
developments. While supplies of raw and other materials grew
noticeably worse, the VAW was goading the factory management to
increase production to supply the German market. The Board of
Control consented to this provided the Volkswagen factory meet its
production obligations for the Allies and the VAW allocate the addi-
tional rations. The British were also interested in expanding pro-
duction as quickly as possible in order to get the export business up
and running within the year. But in light of the prevailing scarcity
of materials, it rapidly became apparent that the interests of the
British custodians and the VAW could not easily be balanced. This
generated conflict.

At the production meeting in early April 1947, Hirst expressed his
reservations about the planned program. On the urging of Fritz
Wenk, the manager of the VAW Division “Fahrzeugindustrie”, the
factory management had set its sights on manufacturing 1,250
vehicles that month. Hirst pointed out problems in procuring metal
sheets and warned that material shortages might bring production
to a standstill. General Manager Miinch placatingly replied that
Wenk had firmly promised to procure the additional material ra-
tions that were needed.?*” Nonetheless, the increased production
wound up generating a large number of repairs. As a result, the fac-
tory management was directed to compensate for the repair backup

that had forced a production break at the expense of British vehi-
cles and to refill the spare parts stocks for REME. Because the
managers had neglected this high-priority task, factory officer Neal
reminded them of their obligations. In an order on April 24, 1947,
he made it clear that raising production above 1,000 vehicles a

month was not allowed to reduce the supply of spare parts.>

A good distance from the set production goal, 1,055 Volkswagens
left the factory’s assembly hall in April 1947. Of these, five were
delivered to the supply center of German mining, which had com-
missioned 600 vehicles. Fifty vehicles from the production over-
flow were set aside for suppliers, and this intention had been an-
nounced in order to keep up supply chains — which were increas-
ingly shaped by bartering — for indispensable materials. However,
the factory management had been forced to make use of British
materials in its civil manufacturing as neither the supplies to pro-
duce vehicles for German mining nor those for the German market
had been delivered. Making matters even worse was the fact that
weeks sometimes passed between steel arriving at the mill and
the delivery of the plates, depending on how busy the companies
were and the number of power shortages, which continued to
increase.?*® At the beginning of May, the VAW was informed of

the present danger of a material gap. Bridging it would be difficult
because getting the authority to do so would take a lot of time.
Wenk ordered the Purchasing Department to procure plates by

means of a one-time initiative and promised his full support.2°°
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Meanwhile, the British had put a stop to the delivery of the fifty cars
to suppliers. The Military Government retained possession of them
and planned to keep them until materials to produce cars for the
German market had arrived. Hirst severely criticized the factory
managers for having acted on their own authority. In a meeting in
early June 1947, he reminded them that the shape of the produc-
tion program and the release of all vehicles were to be discussed
and decided “at this conference table.” Neither German nor exter-
nal British agencies had the authority to give orders, he said. More-
over, Hirst made it clear that vehicles for the German market or for
export were only to be manufactured after the plates and materials
for them had been supplied. Any and all use of British materials

for this was strictly prohibited. But even with all this criticism, the
Board of Control was interested in increasing the production plan
above 1,000-vehicles-a-month and in using rations allotted by the
VAW with the proviso that production overflow would also be avail-
able to the military, and that they would not have to settle things
with those entitled to the rations until their materials had arrived
at the factory.?%*

The “Landwirtschaftsamt Niedersachsen” (Department of Agricul-
ture of Lower Saxony) then added another order for 1,580 cars to
the mining commission. This meant that the Volkswagen plant had
consumers for 2,180 vehicles over the number it was obligated to
manufacture, although this number vastly exceeded its capacity.
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During a discussion in June 1947, Wenk called for binding figures
for monthly production through the end of the year after the
Volkswagen plant had to reduce its anticipated production overflow
from 4,000 to 2,300 vehicles. General Manager Miinch, however,
did not believe that he was in a position to provide reliable figures
on the progress of production, pointing out, among other things,
the acute workers shortage brought about by the sudden departure
of 300 Latvian laborers. In consideration of these conditions, Wenk
regarded orders at the Volkswagen factory as untenable and threat-
ened to direct all consumer contingents to the Daimler-Benz and
Opel companies.?¢?

The Volkswagen factory certainly did not need to complain about a
lack of orders in mid-1947. But the rising demand coincided with
worsening material supplies. Reduced distributions of raw materi-
als and power shortages — which amounted to 40 percent of the
time at the mill on average — made themselves felt among the sup-
pliers as well, seriously disrupting the renewal of supplies. The
situation for the Purchasing Department became more severe
because suppliers refused to hand over their wares without com-
pensation. Because the company could not keep its promises, the
suppliers engaged in a noticeable “passive resistance.” Some of
them demanded the vehicles they had been promised daily. The
nearer currency reform came, the more the overvalued Reichs-
mark degenerated into mere paper. A barter economy spread, and
many scarce materials could then only be procured by barter trans-
actions.



Through a quiet agreement made with the “Hauptverwaltung
Strafien und Verkehr” (Head Office of the Streets and Traffic
Department) in Bielefeld, automakers like Daimler-Benz, Opel,
Ford, and Biissing were allowed to pass five percent of what they
produced on to their supply companies. This counted for more than
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the Volkswagen factory’s “mandatory priority,” which had even less
of an impact on suppliers. The VAW announced that it could not al-
locate raw materials because no more were available. Besides that,
the priority rating did not apply to the manufacturing industry nor
was it sufficient for the steel industry to have any special consider-
ation. For example, for the allocation of textiles, acceptance of the
priority rating was tied to the number of pieces to be produced, the
entire material value of which the Military Government set in dol-
lars. But the Military Government refused to pay for it because not

all of the produced vehicles were intended for its own use.?®?

Barter transactions were not highly regarded by the CCG, although
the Volkswagen was a very desirable object that could be exchanged
for up to 150 tons of cement or 200,000 bricks. The CCG merely
tolerated these half-legal practices against its will, although it was
also swayed by the justified fear that the vehicles intended for trade
would be manufactured from the materials meant for the occupa-
tion program. After several vain attempts, the factory management
renewed its demand at the end of July 1947 to set a certain percent-
age of its production aside for the suppliers. The shortage of con-
struction materials for winterizing the factory called for the great-
est haste.?®* Pressured by the material crisis, Hirst approved the

management’s suggestion and gave the order in early August 1947
for used parts to be utilized to make 30 second-hand vehicles for
suppliers as quickly as possible. Hirst simply had to accept the fact
that new parts would have to be manufactured as well .26®

The factory officer reacted in a much less conciliatory way to a re-
minder about the British quota for the third quarter. Paulsen said
that, if it was not met in a short period of time and the Military
Government nonetheless insisted on the delivery of 1,000 vehicles,
then the contingents set aside for the mining company and the Ger-
man economy would have to be used. Hirst replied tersely that the
situation looked “serious for mining and the German economy.”2%¢
Miinch pointed out the mining company’s right to take its vehicles,
which Hirst parried with the threat that the cars could be comman-

deered.

Meanwhile, the steel supply was severely depleted. In July 1947,
the plant had managed with great effort to produce 1,025 cars in
the third quarter. This allowed it at least to supply the mining com-
pany with 25 cars for the allocated rations. As every last bit of some
steel plates had to be processed in order to achieve this, different
car body assembly lines had run out of supplies and stood still for
several days at the beginning of August. This provoked the Senior
Resident Officer to issue sharp reproaches and brought up the
question of why production had not been slowed down sooner. In
fact, the factory managers had firmly relied on new materials being
supplied. But because there was no material buffer, the unexpected
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and severe power outages of the last weeks had a noticeable im-
pact.?®’ The steel mills of Eichen and Ohle were among those affect-
ed by this, which, having received orders for the Soviet and French
zones, had to rescind their commitment to Volkswagen. Because
the development of raw material and energy provisions could not
be predicted, Kemmler came to the conclusion that “any reason-
able planning for increasing production in the next months” was
out of the question.?®® As Kemmler recommended, production was
slowed down to 800 vehicles in August 1947.

This did not impair the delivery to the mining company. At the start
of September, the British freed up 25 vehicles for each of the sup-
ply companies and to the mining company. But the distribution
system once again caused complications. On this point, Hirst
explained that the distribution of contingents via the mining com-
pany had not worked properly and would henceforth be centrally
managed by the “Landwirtschaftsamt”.?¢° In this tug of war, those
at the supply center of the German mining company gradually lost
their patience. At the end of September 1947, Miinch approached
them in order to prevent them from transferring the orders to
Opel, as they had threatened, since the mining company was an im-
portant client for the future. To meet Volkswagen’s obligations to
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the mining company, he instructed Steinmeier to exceed the mar-
gin of 1,000 vehicles if possible as early as October 1947.27° But ob-
viously, Miinch had “not properly interpreted the situation,” and
Hirst implied that all back orders of the mandatory program had to
be fulfilled before anyone else could get a car. In addition, the Brit-
ish officer criticized the autonomous promises made to the mining
company and put the factory management in its place. What the
Volkswagen factory produced, he pointed out, was divided up by
agencies of the Allies; the company management did not have the
authority to enter into negotiations with other institutions.?”*

Production Costs and Car Price

In addition to the difficulty providing cars to German mining that
had to be overcome, the company management was also plagued
by poor cost structure. Thus, Wenk had already remarked on the
overly high price of the car several times and asked critically why
the German people should pay for what the Volkswagen plant
produced at too high a cost. Even Technical Director Steinmeier
admitted that the Volkswagen was too expensive compared to the
Opel and should cost no more than 3,500 RM.?”2 This problem be-
came acute when in August 1947 the pricing office of the Economic



Ministry of Lower Saxony set the price at 3,600 RM without dis-
cussing it with the Volkswagen plant. This “random price setting”
was even too much for the British with their similar push to lower
the cost, and Neal promised to personally take care of the situation.
Yet the British Military Government had limited options for inter-
vening as it had transferred the authority for price determination
to the German agencies itself. With the support of the custodians,
the German management succeeded at the final negotiations at the
end of October 1947 in setting the price for the car coming straight
from the factory at 3,910 RM. Wholesalers added a 15 percent
margin so that the Volkswagen Beetle cost 4,600 RM retroactively
to August 1.%273

Even this regulation, measured by the October calculation of
charging 4,270 RM for a car, required that the factory reduce its
manufacturing costs by 360 RM per vehicle. To master this task,
Chief Financial Officer Hiemenz issued a broad bundle of mea-
sures that aimed to reduce overhead: in transportation, storage,
purchasing, inspection, and research, as well as in the production
plant where Hiemenz spied opportunities to save, above all, on
various overhead costs like non-production wages, salaries, repair
materials, tool usage, and travel costs. Hiemenz expected the new

organizational structure planned for January 1, 1948, to lower ad-
ministrative and sales overhead by 10 percent. He also regarded
cuts as necessary to reduce the company’s energy consumption and
to improve the cost-effectiveness of the power plant — it charged the
offices 13 Pfennig per kilowatt-hour, almost twice as much as aver-
age in other branches of industry. Cutting the presumed profit,
which, including investment returns, amounted to 8 percent, was
out of the question for Hiemenz because the Volkswagen plant had
to finance its extraordinary expenditures.?”

The newly set car price made it urgently necessary to implement
the cost reduction program. Otherwise, the factory would have

to reckon with the ongoing depletion of its assets. But even when
savings goals were reached, Hiemenz still believed that the greatest
structural cost problem had not been solved. He felt that, in setting
the car’s price, the depreciation of the factory’s capacity had been
“taken so excessively into consideration” that production would
have to be increased to at least 1,500 cars to prevent losses.?””
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But there were limits to how much the plant’s capacity utilization
could be increased due to the economy of scarcity. Moreover, the
experiences of the preceding months did not particularly raise
hopes that rapid change would ensue. At least there was some im-
provement in the supply of vendor parts because the British had
pragmatically adapted their restrictive stance on bartering to the
economic reality. In mid-November 1947, on the condition that
production for the Allies not be impaired, the Board of Control per-
mitted a limited number of vehicles to be delivered to the supply
companies to maintain good relations between them and the
Volkswagen factory. As Type 11 could not be delivered, the Board
considered providing them with used cars, display and test cars, as
well as with vehicles assembled from the auto bodies and chassis
rejected in inspection. Before handing them over, the factory man-
agement had to obtain final authorization from the Board of Con-
trol and provide it with a monthly report on these sorts of sales.?’®

1947 was a difficult year. Material and worker shortages kept pro-
duction at the level of the previous year, far below what the civilian
demand and quotas would have made possible. Only 583 vehicles
flowed into the domestic market. Of the 600 vehicles commis-
sioned by German mining, only a small portion was delivered by
the end of the year. The Reichspost (the German Imperial Post Of-
fice) and the Reichsbahn, which had received a total of 300 cars the
year before, got none in 1947.?77 Nonetheless, these major clients
stuck with the Volkswagen factory as the competitors did not start
up their production of personal vehicles until 1947/48.

The production disruptions in the second half of 1947 marked the
most difficult stretch for the Volkswagen plant, after which the
company continued to develop, as it had begun to do in 1946, into a
commercial enterprise. Despite the material and worker shortag-
es, it had managed to reorder production according to efficiency
criteria and to reform its organizational structure. The British
management had supported this process in word and deed, yet it
had largely left it up to the German factory management to decide
how to make these changes, even though Hirst had influenced the
organizational structure established in 1946. The British also held
on to the reins wherever the key areas required for the company’s
development into a commercial enterprise were concerned: prod-
ucts and clients. They focused on improving product quality and de-
veloping sales and customer service organizations for the domestic
situation, that is, on precisely those areas in which the German
management did not have much experience and where the British
could direct the developmental impetus. However, they undoubted-
ly assigned the greatest importance to the export of the Volkswagen
Beetle, which is why opening new channels of distribution in the
not yet reconstructed European markets became the main objec-
tive of the entrepreneurs in uniform.
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4. Courses Set by the British




4.1 Paths to the Customers

The Volkswagen factory was supported by only a rudimentary
customer service structure when the Military Government placed
the production order for 20,000 Beetles in August 1945. But the
British set other priorities at that time. At the beginning of Octo-
ber, Hirst ordered the customer service repair shop in the factory
to be closed, thus bringing repairs on civilian cars to a halt. Local
repair shops were to take over the service for these vehicles, and
the department “Kraftwagenpark” (Automobile Fleet) was to take
care of repairs to the factory’s own fleet. The Customer Service
Department was instructed to make a list of spare parts for 100
Beetles because an order for the production of spare parts would be
placed when serial production began. Hirst postponed appointing
dealers or reopening the customer service repair shops to a later
time, “when vehicles are made available for the civil demand.”?”®
Thus oriented toward the start-up of serial production, the Custom-
er Service Department at first concentrated on coordinating the
manufacture and supply of spare parts while the Customer Service
Training Center instructed the Reichspost employees in the main-
tenance and repair of Volkswagens. In October 1945, Hirst ap-
pointed Karl Feuereissen to be the department manager — he had
previously worked for the Auto Union and Porsche.?”® The REME
repair shop supported the department as it maintained a customer
service center for the British army.?%

The starting signal for the development of a sales and service orga-
nization sounded in the summer of 1946 when the production
increase demanded by the British also suggested that civilian sales
would begin soon. Customer Service and the supply of spare parts
were especially important to the custodians in view of the Beetle’s
market rollout. The German management, on the other hand,
according to Hirst, had “very different ideas about Kundendienst
[Customer Service] because they’d never operated a car compa-

ny. 2281

The prospect of civilian sales triggered a hectic hustle and bustle in
the Volkswagen factory. Under Feuereissen’s leadership, the orga-
nizational preparations for the rapid development of a sales and
customer service organization started up so that the Volkswagen
itself would not fall into disrepute on account of poor service.?*?

In order to be able to name main distributors and distributors for
certain, firmly circumscribed areas in accordance with the terms
of the Highways and Highway Transport Branch, the first thing
needed was a thorough consolidation and reparceling of tasks. At
the start of 1939, the German Labor Front had begun to develop a
repair shop network. Up to 1943, contracts for customer care as
well as the sale of spare parts were entered into with 243 central
repair shops and 843 smaller ones. However, these shops, which
were integrated into the Customer Service Department for Wehr-
macht vehicles, were unable to fulfill their function because they
lacked civilian vehicles for this task.?®? In the summer of 1946, the
Volkswagen factory canceled the remaining shop contracts. This
was supposed to prevent contractual partners who no longer satis-

fied the requirements from acting as Volkswagen dealers.?®*
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Development of the Dealership Structure

In contrast to Daimler-Benz and the Auto Union, the organization-
al structure of Volkswagen dealerships followed the hierarchical
system of central and smaller repair shops, applying it to the sales
structure — particularly since the British favored the integration of
awholesale level.?®* The concept Feuereissen presented mandated
the appointment of specific area representatives (main distribu-
tors) and subsidiaries that were to work as independent contrac-
tors. Because the volume of civilian sales was, at first, small, the
customer service manager recommended that the sales network
not be cast too narrowly to guarantee the livelihood of individual
dealers. The Volkswagen Company was only to maintain direct
business contact with the area representatives who would be re-
sponsible for delivery, customer service, and spare parts sales. The
dealers were appointed jointly by the company and the area repre-

sentatives who would supply, advise, and supervise the dealerships.

The company reserved the right to deploy roaming inspectors to
check up on them and influence the development of sales struc-
tures in line with its own expectations. On October 28, 1946, the
Highways and Highway Transport Branch appointed 10 wholesal-
ers and 28 subsidiaries for the British zone. In addition, an area
representative was appointed for Berlin in early December 1946
that the Customer Service Department selected from three compa-
nies Hirst had named.?%®
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The Volkswagen factory quickly took up contact with these largely
new distributors, who numbered 46 by the end of 1946. The tech-
nical equipment, financial soundness, and reputation of these
firms, including some unknown to Wolfsburg, were systematically
scrutinized at the sites.?®” In August 1946, a mobile service unit
was established that took over this task. Consisting of two engi-
neers, who also trained the workshop personnel on site, they main-
tained contact with the British agencies and the German dealers.
They not only advised the dealers in issues of maintenance and re-
pair but also subjected them to strict quality controls. The early re-
ports on visits to the dealers painted a picture of a rather provision-
al structure. The inspectors severely criticized the consequences
of the economy of scarcity that made themselves felt in this context
as well. Essen wholesaler Gottfried Schultz found this out the hard
way in late April 1947: With suitable facilities, good machinery,
and 160 to 180 vehicles to repair each month, his company held
the leading position among the wholesalers. However, the inspec-
tion report indicated that “the work performed there could hardly
be judged as average” and did not meet Volkswagen’s require-
ments. This was attributed primarily to a lack of a qualified man-
agement for technical operations as well as insufficient supervision
of the assembly on the part of the master mechanics and the fore-
men, respectively. Consequently, the inspector made small chang-
es to the organizational structure and suggested reassignments
within the workforce.?8®



The company Hiilpert & Miiller in Dortmund provided another
example of insufficient organization. According to the inspectors’
report, it failed to fulfill its role as a wholesaler — the entire district
lacked “the most primitive requirements like spare parts lists, a
sketch for making an advertising sign, technical and general com-
munications, as well as newsletters about the factory, special tools,
and spare parts supplies.” The report named only one distributor
as fulfilling the requirements in a way that would be workable with
self-help and factory support. The summary was disheartening:
“The company Hiilpert & Miiller in no way works in the manner we
intend and foster. The demonstrated approaches virtually force the
distributors to strive for independence. As this work method can be
discerned among other central distributors, it seems to follow that
involving the central distributors in caring for our brand is more

obstructive than useful.”?®°

Development of the Customer Service Department

Just like this external structure, the internal company structure
shifted in anticipation of civil business. The Finance Department,
which had been subordinated to sales up to this point, was annexed
to the main division, Customer Service, at the end of 1946, and was
moved to new offices. Customer Service was now subdivided into
the Spare Parts Department, the Technical Department, and the
Customer Service Training Center, which had inaugurated train-
ing programs in February 1946. In a large repair shop and training
space in the lower level of Hall 1, there were training courses for
Britons and Germans, namely, for employees of the Reichspost
and the Reichsbahn, as well as for assemblymen of the contracted
workshops. Due to increasing use, the customer service training
center was moved to the “Stiidrandbau” (southern perimeter) and
expanded in 1947.2%°
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The Technical Department informed the contract repair shops
about improvements that had been made and sent a total of 24
“Customer Service Letters” in 1946. These outlined the technical
and design changes along with repair tips. The Repair Handbook
produced in 1947 provided a systematic guide to repair work that
the Technical Department used to support customer care in the re-
pair shops. For customers less versed in technology, the Technical
Department developed an instruction manual of a new type that
presented information exclusively in pictures: “Der sichere VW-
Fahrer” (The Expert VW Driver). Probably the most important ad-
vance in customer service was the extensive fault catalog compiled
from a monthly analysis of the warranty cases, as well as the con-
sumer and customer service reports, which was available starting
in 1947. Of the approximately 3,300 faults registered in the first
half of the year, all the important ones were reported to the Techni-
cal Management in order to remedy them. A new service provided
to the customers was a free customer service check of all new vehi-
cles at the factory.?**

The chronic undersupply of replacement parts gave the spare parts
depot almost strategic importance. This was due, not least, to its
manager, Schulz, who had run a repair shop during the war and
was very familiar with situations of scarcity. His initiative was indis-
pensable to the logistical development of the spare parts depot.
Schulz put together a new edition of the spare parts catalog in Ger-
man and English, 16,000 copies of which were printed and distrib-
uted in February 1946. He also introduced exchange components

against Feuereissen’s will. The number of tasks of the depot grew
with production, already requiring greater differentiation in the
following year. In 1947, two new subsections were added: the
“Export-Verkaufsabteilung” (Export Sales Department) and the
“Altteile-Aufbereitung” (Used Parts Processing Unit). In order to
meet the rising demand for spare parts as quickly as possible, an
assembly line for packaging and an electrical loading device for
components were set up. These measures helped to make ware-
house management more efficient. Yet even though spare parts
deliveries to the customer service department doubled to 50,000

amonth in 1947, these continued to be in short supply.2*?

The internal organizational structure for sales and service was
completed with a customer service repair shop that resumed oper-
ation at the beginning of 1947. After initially finding it difficult to
clearly delimit its tasks concerning vehicle repair and testing, it
managed to close a significant gap and compensated for the insuf-
ficient customer service provided by some dealers. However, the
factory’s own repair shop was visited more often than the manage-
ment liked. In one case, when a private vehicle was there getting a
new engine, Miinch asked the production managers why the cus-
tomer did not go to the repair shop in Brunswick where he actually
belonged. As such cases added up, Hirst struck a different tone in
early December 1947: Every repair on a private vehicle at the facto-
ry, the British officer ordered, would lead in the future to investi-
gations into whether the relevant dealer had fulfilled his obliga-
tions.???
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Customer Service Training Center, 1950

As a countermove, the Volkswagen factory allowed its dealers to ex-
press their criticism so that a communicative exchange developed
that benefited both sides. In a managerial meeting in mid-July
1947, General Manager Miinch explained that the Volkswagen
would have to hold its ground against competitors in the fore-
seeable future, so it was important to listen to the opinions of
Volkswagen dealers concerning product sales. Wholesaler Schultz
in Essen presented a list of spare parts that his company had com-
pletely run out of, including connecting rods, crankshafts, round
bolts, steering gears, stub-axle bolts, and shift levers. On account
of these unavailable spare parts, half of the Volkswagens at the
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Reichspost in Diisseldorf and Hanover were not running. Schultz
presented various complaints from experiences in his repair shop.
Each of his suggestions for improvement were discussed and

passed on to the Technical Management.?**

By mid-1947, the preliminary difficulties, such as those that arose
in dividing up the sales areas, had been overcome, and the review
of the wholesalers and their subsidiaries in the British zone had
been completed. During this same period, the Volkswagen factory
intensified contact with its dealers: On the one hand, it held regu-
lar meetings with them, providing information about current busi-



ness developments; on the other, itimplemented district inspec-
tions in the British and French zones that the repair shops, as

the direct contacts, supervised on site. Both of these measures
contributed to the development of a trusting partnership between
the wholesalers and the carmaker.?%®

Sales Channels in the American and French Zones

The forthcoming fusion of the zones prompted a rapid expansion
of the sales structure to the U.S. zone. The British advanced in this
direction when they met with Captain Phillips of the U.S. Army
Exchange on October 18, 1946, and proposed that a sales network
be developed in Frankfurt and the surrounding area. U.S. officers

concurred and requested the names of the authorized distributors.

However, the U.S. Military Government did not grant permission
for the establishment of a sales system until 1947. Feuereissen
stressed the urgency of this sort of measure by noting that Opel
and Daimler-Benz were actively pursuing the development of
their sales networks in the U.S. zone. Therefore, the Volkswagen
factory needed to rapidly find good dealers before they entered
into binding contracts with the competition.??

In this context, Miinch recommended the Volkswagen factory to
maintain high expectations for the quality of the dealerships. After
all, as Miinch pointed out, customers judge the manufacturer and
his product principally on the basis of how the dealer represents
the company and maintains the vehicles. In order to stay on top of
the business policies of the dealers and to check their balance
sheets, Miinch wanted to create a new control structure. He sug-
gested the company to found its own sales affiliates in some cities
in Germany, which would serve as a sort of trial and simultaneously
as a model for the development of the sales system. The General
Manager referred to the large automobile manufacturers Opel,
Daimler-Benz, and Adler, which had worked with this sort of
branch system before the war. He considered the necessary invest-
ment small compared to the yield. As Frankfurt was already show-
ing signs of developing into a “metropolis of traffic and trade,”
Miinch voted for it to be the site of the first “Volkswagen Dealer

Organisation.”?’
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Delivering Vehicles in

the French Zone

Developing a sales network in the French zone caused the greatest
difficulties. In 1946, with the agreement of the British custodians,
the French military administration had transferred the general
representation of the Volkswagen Company as well as the distribu-
tion of the vehicles to the Oberrheinische Automobil AG (ORAG, the
Upper Rhine Automobile Corporation). In contrast, contract repair
shops of the Daimler-Benz Corporation took over the repair of
Volkswagens. This was after a former Porsche employee’s plan to
develop a Volkswagen customer service center shortly after the war
under the direction of a French officer had come to nothing. In
Baden-Baden alone, about 300 cars a month were dealt with in the
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repair shops by May 1947. But while the repair jobs mounted,
the supply of spare parts to the repair shops rapidly diminished.
After ORAG had taken over a spare parts depot of a French unit in
Muggensturm, Daimler-Benz received the order to produce spare
parts for Volkswagen itself. The company expressed reservations
about manufacturing company-external components and invited
General Manager Miinch to Gaggenau for a discussion to clarify
the issue. During the talk, Manager Gutter privately related that
Daimler-Benz had no interest in the business of Volkswagen re-
pair. However, it had no objection to Volkswagen entering into
repair contracts with the contract shops of Daimler-Benz.??®



This temporary solution, however, was not sufficient to guarantee
customer service care for the growing number of Volkswagens in
the French sector. In December 1947, the Military Government
there asked whether its vehicles could be repaired in Wolfsburg.
Hirst refused to provide direct help because there were 800 vehi-
cles awaiting updates, which meant that personnel and space were
already being utilized to full capacity. Instead, he promised to sup-
port the French or the ORAG in developing a repair shop by provid-
ing practical and technical tips. As business with Volkswagen com-
prised an ever greater portion of the German economy, the French
Military Government in February 1948 informed the British custo-
dians at the Volkswagen factory that they had decided to have a
sales network organized in the French zone. The supervising agen-
cy that distributed steel rations and controlled their use assured
the Volkswagen factory that the supplies of raw materials would im-
prove and that the distribution would be fair. The cars and spare
parts were to be distributed to the dealers — who were to be care-
fully selected — once the customer base had begun to emerge with-
out regard to the area being served.?*® At the end of 1948, these
arrangements began to bear fruit: The Volkswagen factory an-
nounced that the French occupation zone had been incorporated
into the sales network with the company represented by a general
agency, ten wholesalers, five subsidiaries, and three repair

shops.3°

The successful development of a sales network in the three Western
occupation zones could be statistically verified by the end of 1948.
The Volkswagen factory sold 19,593 vehicles through its sales net-
work comprised of 234 dealers and repair shops. After the curren-
cy reform, deliveries to the Allies rapidly declined, with sales to the
private market, agencies, and public institutions making up the
core business. However, even after the currency shift, civilian sales
were still hampered by the ration cards and qualification certifi-
cates arising from rationing, whose holders were preferentially
supplied. In early October, there were still 3,600 qualification cer-
tificates; the rations for 1,700 of these were supplied by the end of
the year.3°* Nonetheless, the Volkswagen factory carried out the
transition from rationed distribution to selling its product on the
market and began to get its dealers to commit to the new tasks asso-
ciated with this, as well as to engaging actively in customer rela-
tions.3%?
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This shift in perspective was reflected in adaptations in the organi-
zational structure and in improved coordination of the external
organization. The new group “Marktbeobachtung und Statistik”
(Market Observation and Statistics) collected information about
Volkswagen buyers that it passed on to the trade organization in
publications like the “VW Informationsdienst.” Instructions for
developing a spare parts depot and for efficient repair shop opera-
tions with professional accounting helped the dealers and repair
shops to get better organized. The establishment of a construction
consulting office for dealers in the Wolfsburg Customer Service
Department at the end of 1948, likewise, was directed toward
setting quality standards. The increasing number of deliveries
spurred many of the facilities used by the Volkswagen representa-
tives to expand, so the construction consulting office was intended
to save the dealers from “later disappointments and possible re-
peated renovations” as they formed their construction plans. It
was also supposed to provide model construction ideas and help
dealers design the interior decoration for their showrooms.3?
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When the delivery obligations for the occupation powers ceased in
1949, the organizational structures for sales and customer service
expanded even more rapidly. By the end of the year, there were 59
wholesalers, 164 subsidiaries, and 213 contract repair shops that
transacted the sale and support of the 37,580 Volkswagens that had
been sold in West Germany. Eight percent of these were sold to Ger-
man agencies, 10 percent to public institutions, and 80 percent to
the private market. Sales to industry comprised the greatest portion
of domestic sales with 27 percent; trade and commerce comprised
14 percent, as did freelance professions.3** Only now did the devel-
opment of the sales structure — which the British and German man-
agement had pushed since October 1946 — pay off. Within a few
years, the company had succeeded in casting a sufficiently tight
network of dealers across the Western occupation zones, thus
eliminating a serious disadvantage it had had in relation to its
competitors.



4.2 Struggling to Achieve Quality

“Too ugly and too loud” - this was the judgment SMMT President
Rootes passed on the version of the Volkswagen Beetle manufac-
tured during the war, further adding his grim prognosis: “An
automobile like this will remain popular for two to three years, if
at all.”3% But Rootes was mistaken about its future development.
In the 1950s, the Volkswagen pulled German society out of its
deep automotive slumber and, as the “rolling economic miracle,”
came to embody the new German self-confidence.3°® The Beetle
turned into an export hit, breaking Ford’s record success with its
“Tin Lizzy” by selling 15,007,043 models in 1972. Its symbolic
power and later reputation sometimes lead us to forget that the
Volkswagen manufactured in the initial occupation years did not,
in some respects, satisfy the standards of English or French auto-
mobiles. The postwar version and the Volkswagen of the economic
miracle lay, if not worlds apart, then on opposite ends of a broad
field of substantial improvements. The British and German man-
agement’s work to achieve this qualitative leap forward in the first
postwar years was never-ending. Given the adverse conditions of
these years, setbacks followed advances again and again. After all,
with workers who were poorly nourished and accommodated, a
dearth of skilled laborers, an irregular production process charac-
terized by improvisation, as well as poor material quality and insuf-
ficient supplies, the Volkswagen factory was hardly in a position to
manufacture a quality product.

British Quality Policies

A high number of faults and a variety of complaints made up a daily
part of the business from the beginning of serial production of the
Beetle. For example, in May 1946, 200 of 231 cars produced in a
three-day period needed extensive repairs. Bryce, the head of the
British factory inspection division, considered the fact that the
faults were found at all a success. On the other hand, the manufac-
tured faults indicated that the inspection of vehicles during the in-
dividual production stages was inadequate.?®” This was why Hirst
had already taken up the cause of developing a quality control sys-
tem at the start of 1946. For want of skilled German workers, he en-
trusted this task to a small team of non-commissioned officers that
the British army had sent to the Volkswagen factory at his request.
This included Bryce, a metallurgist who, as an inspection officer
for army vehicles, had ample experience in this area. He, above all
the others, contributed good ideas for improving quality and, to-
gether with Hirst, developed a fault response system. The inspec-
tion unit was to be subordinated to the German factory manage-
ment as soon as a suitable specialist could be found.?°® However,
more than a year passed before Helmut Orlich, who had worked for
Opel in Riisselsheim, took up the position of Chief Inspector.3®
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The to-do list for the officers responsible for improving quality was
long. “Customer Service Letter No. 13,” for example, reported ini-
tial success in an attempt to reduce engine noise. For this purpose,
the back part of the roof panel had been filled with cotton batting,
jute felts had been pasted to the floor of the trunk by the rear panel
as well as the trunk lid, and then a covering had been affixed to the
trunk floor. The still very high noise level was reduced further the
next year with a soundproofing compound.?'° The “colorful en-
gines” that were installed until the spring of 1947 were aesthetical-
ly displeasing: they had dark yellow air filters, green cover plates,
and black and green tubing. While these flaws could be fixed rela-
tively easily by making all the colors uniform, some technical defi-
ciencies could not at first be taken care of. Consequently, Bryce
recommended that Customer Service be informed of the sluggish
steering, the clutch noises, and the tires that rubbed on the bum-
per bolts so that they could suggest to Volkswagen “users” that they
solve these problems themselves.?* Another cardinal problem that
proved to be complex and difficult to solve was perfect paint jobs.
As the Sales Department reported in December 1946, a portion of
the vehicles delivered in the preceding month had been covered in
a thick layer of dust, which had left visible damage on the outer-
most layer of paint. This could only be fixed with a new paint job.
Most vehicles were also beginning to show signs of rust on the
door hinges, on the seams of the front and back aprons, and on
the rain futters. When vehicles were handed over to the U.S. Army,
the flawed paint jobs and the emerging rust prompted inspectors
there to send 20 to 25 percent of them back on average.

Causes of the Quality Problems

Insufficient space for parking the new vehicles was partly to blame
for the paint and rust damages. The storage space made available
for sales in the foundry turned out to be unsuitable because the
roof panels were sometimes badly damaged and had not yet been
sealed even though the Design Department had been reminded
several times to do so. Rainy and snowy weather had left so many
calcium deposits on the auto bodies that almost all the vehicles to
be delivered had to be partially or completely repainted. As a result,
the Sales Department announced in December 1946 that it would
not accept the vehicles in the future.'? While space issues im-
proved, the car paint problems remained. In June, 1947, 220
vehicles had to be repainted. Three months later, factory inspec-
tors reported that the green auto bodies for the American Army
had quickly become unsightly because of “signs of corrosion be-
tween the putty and paint layers” and so could not be delivered.
For the same reason, a series of gray cars for the French and green
ones for the British army had to be repainted.
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Beetles in front of a Bombed Out Hall

In order not to “endanger the reputation of the Volkswagen through
neglect,” the Inspection Department demanded that the quality of
materials used be improved right away. The laboratory had to be
equipped properly so that it could test the supplied paint, putty, and
paint thinner, the Department said. Moreover, the factory needed
an expert familiar with the latest paint production processes who
could bring the paint shop up from its “primitive handicraft level”
to a “modern operation.”3!* Measures taken to protect the vehicles
from corrosion did alleviate the problem somewhat but did not
eliminate it completely. Only in January of 1948, when an expert
was appointed to improve the painting process at Volkswagen, was
asolution initiated.?*
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Other deficiencies in the appearance of the Volkswagen sprang
from a manufacturing process that was seriously disrupted by poor
material quality, a lack of tools, wear and tear to machines, and
worker shortages — all of which made improvisation more or less
the rule. In addition, the poor diet severely impaired workers’ per-
formance and motivation so that they were more likely to be impre-
cise in manufacturing parts and assembling the vehicles: the doors
and hoods did not close properly, the glove compartment lining
curled up, and the lenses on the headlights and on the inside lights
popped off due to excessive tension even when the cars were not
moving at all. The factory management had no illusions about the
aesthetic impression of the Volkswagen. At the production meeting
inJune 1946, everyone present agreed that the car’s appearance
and assembly had to be drastically improved.?**



Even Josef Kales, the manager of the design office, added salt to
this wound when, in December 1946, he pointed out that the
execution of the Volkswagen Beetle was objectionable on several
points. In his view, small details in the parts manufacturing and
assembly were endangering the reputation of the “Volkswagen,
which was still marching on the frontline in technology.” He ex-
pressed mild criticism of the British production plans in remarking
that the manufacturing had its eye more on quantity than quality.
Kales warned that the requirements for the finish quality could not
be disregarded, for example, that a part “rather than being caulked
oil-tight only gets a few chisel strikes or that a cylinder has any oth-
er shape besides cylindrical.” The chief designer felt that in large-
scale production, “proper and conscientious preparation” was the
most important prerequisite, starting with the quality of the mate-
rials, including the good functioning of the equipment and ma-

chines, all the way to the precise assembly of every single part.3!®

The custodians and management derived their confidence that the
Volkswagen did not need to fear the competition despite the poor
manufacturing at this point in time from their trustin its design. Its
now famous robustness was an asset that the company could use to
grow. Visibly impressed by this, Berryman demonstrated the struc-
tural stability of the Beetle to three Ford engineers by driving over
streets riddled with potholes behind the factory. Except for rattling
doors, the car survived the tortuous stretch without a scratch.?*’ In
any case, in Kales’s view, the Volkswagen made a positive impres-
sion at the first international automobile exhibition in Paris. Even

though its design was 10 years old, it measured up in every way

to the new creations of the French, Kales emphasized, despite
displaying a few weaknesses. However, since the production was
set up for this particular execution of the model, the company
would have to stick to it out of commercial considerations. The
steering design, for example, proved to be not at all satisfactory
because metal sheets rather than castiron were used for the steer-
ing gear housing and the required high precision in production
could hardly be maintained. Consequently, the steering was
sluggish and shaky.?'® Aside from these things, the air-cooled,
noisy engine, the lack of synchromesh transmission, as well as the
cable brakes were hardly marks of modern automotive technology.

The list of apparent deficiencies remained long. For example, a
loud “ticking” noise in the valve tappet on the right side of the
engine generated many complaints. Neither in vehicle testing nor
in post-production adjusting could the problem be resolved. Leaky
fuel cocks counted among the most unpleasant flaws since they
did not become apparent until after the tank had been filled. In
May 1947, ten fuel tanks had to be expanded and sealed , and in
June, 15 fuel cocks had to be replaced. Karl Martens, who worked
in the Sales Department, suspected that the cause lay in the “im-
pact of the steering track rods” and prompted the Design Depart-
ment to find an immediate solution. The carburetor became a per-
sistent problem area as it often appeared dirty even before delivery.
When it was cleaned, a “brown-black emery-like mass” became
visible in the fuel bowl and clogged the nozzles. For this reason,
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twenty of the vehicles transported to Hamburg in April 1947 wound
up stuck along the way. In addition, it was difficult to find the cor-
rect setting for the carburetor. The manager of the repair shop at
the wholesale company Schultz complained when the cars were
transferred that the carburetors had no transition so that when the
gas pedal was suddenly pushed hard, they would “choke.” Damage
to transmissions, broken camshafts and steering that would not
rightitself to “straight ahead” after a curve rounded out the rest of
the drawbacks of the model.?*?
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Problems in the Factory Inspection Department

The Sales Department had repeatedly called for a more thorough
final inspection process so that the deficiencies could be found
and taken care of before the cars were delivered. Arranged with the
Inspection Department, new, stricter conditions for transfer went
into effect on March 20, 1947, after which the number of com-
plaints dropped considerably. In May 1947, a review showed initial
successes: in comparison to the previous year, the tolerances of the
engine parts turned out lower. For the cylinders, in particular, the
material and finish quality as well as the exactness of measurement
had improved. The greater manufacturing precision reduced the
running noise of the gears in the transmission and the rear axle.



By means of various alterations and the more precise design of the
carburetor, it was possible to make the cars idle smoothly and to
shift while accelerating, as well as to reduce fuel consumption
while engine performance was raised by 2 to 3 horsepower.>?° In
July 1947, Martens was able to give the positive report that, with
the exception of the leaky fuel cocks, the earlier deficiencies had
not reappeared.??*

The Inspection Department noticed a drastic drop in the quality

at the same time rapidly dampened spirits, particularly since the
factory would soon be exporting cars, which increased the pressure
to achieve progress in quality immensely. In this situation, Hirst
resolutely and systematically pushed forward the quality policy in
order to make the Volkswagen fit for its debut in the European au-
tomobile markets. At the management meeting at the end of July
1947, he announced a three-phase program for the further devel-
opment of the vehicle. Phase one involved attempts to acquire
better materials and to maintain precision in manufacturing. The
second phase aimed to eliminate faults and improve the car and the
equipment without making changes to the design. In phase three,
which the Board of Control later postponed, a new automobile
design was to be pursued.?*

The German management pulled together on this when it held
discussions concerning the quality degradation that had begun in
mid-1947. These discussions, lasting for several weeks and involv-
ing a number of departments, revealed that the quality issues de-

rived from organizational deficits.>?* As Paulsen, the head of the
Purchasing Department, explained, ordered materials often

sat for four to eight weeks before inspectors for incoming goods
checked them. In addition, the responsible departments had failed
several times to pass on desires for change and modified technical
drawings in a timely fashion. As a result, too much time passed un-
necessarily between the identification and elimination of a quality
problem.3??* The halting pace of production took its toll on product
quality and also made it even more difficult to coordinate person-
nel assignments. Absences among skilled workers resulted in a
higher percentage of faulty and rejected products.>?® Moreover, the
“general indifference of the workforce caused by the diet and lack
of prospects” left little room to hope that workers would become

enthusiastic about trying to improve quality.32®

Although no one in the management denied the need for quality
to rapidly be improved, the Inspection Department was by no
means properly equipped nor sufficiently supported to effect this.
As Orlich pointed out once again in October 1947, the appropriate
instruments and trained personnel were entirely lacking, and as
the Department paid less than production departments, it was
even more difficult to hire skilled workers.??” Aside from this, the
Inspection Department continued to be an unloved child within
the factory because of its task. Given the poor material and work-
force conditions and the compromises associated with these
circumstances, it was difficult to maintain an appropriate quality
standard. Inadequacies in production were more the rule than
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the exception, and the production departments were surely not
very interested in having their faults continuously held up to view.
Thus, the Inspection Department really did not enjoy widespread
acceptance. Its decisions were constantly played down and often
also disregarded. Hirst had driven some cars straight off the as-
sembly line at the beginning of October 1947 and was not satisfied
with the work that had been done, as he informed General Manag-
er Miinch in writing. The management needed to urge all depart-
ment heads to improve quality, he wrote, because the current
production was in no way competitive. Hirst judged the lack of
sufficient oversight in the manufacture of auto bodies and the
Mechanical Workshop, which was certainly the most impaired by
building damage, to be the sources of the problems. In these areas,
he concluded, “substandard work” was passed on all levels.??®
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Hirst’s suspicion that the production departments were ignoring
the inspection results was not incorrect. Only a few days later, a
complaint from one of the inspection managers landed on Miinch’s
desk. In the press and hardening shops, Orlich wrote, the foremen
had flouted the decisions of the inspector in “the most frivolous
way,” and had sent the crown gears on to production without hav-
ing passed the inspection station.??° This was not a singular occur-
rence and thus proved that the work of the Inspection Department
was still largely unappreciated, particularly in its importance for
establishing competitive serial production. The managers in In-
spection were not prepared to put up with such infringements and
demanded that the guilty parties be held accountable. Miinch did
not take this complaint lightly; rather, he demanded a fundamental
clarification in order to avoid any further unpleasant surprises.



Just a short while earlier, the control arms of four vehicles had
broken off because of poor material quality, leading the company
management to negotiate a possible trade. As the fault could not
easily be removed, Hirst had procured a detector from the British
army that would be used in the future to test all-important steering
parts magnetically for flaws.33°

It was the very first Volkswagens allocated for export that demon-
strated how long the road to manufacturing technologically and
qualitatively flawless vehicles continued to be. Although these cars
had just been manufactured with “select structural components,”
all the serious flaws were present. This was all the more embarrass-
ing for the Volkswagen factory in that the faults were discovered not
by the factory’s inspectors but by representatives of the Pon’s Auto-
mobielhandel, a Dutch importer. The Dutch noticed non-function-
ing blinkers, a faulty hood lock, a handle for the heater that was not
attached, sluggish gear shifting, dented hubcaps, a bumper that
was poorly chrome-plated, a stain on the back rest, and steering
column tubes that were imprecisely installed. It was clear to the
German factory management that such objections could not come
up again in the interest of developing a successful exporting busi-
ness.?3!

Progress in Product Quality

Despite this slightly unfortunate premiere in exports, Miinch was
able to point to favorable results by the end of 1947. A felt air filter
was developed and a screen was added to the cooling fan, which
took care of the heavy soiling and undercooling of the engine. This
had a positive effect on the life span of the cylinder, whose quality
was improved by adjusting the alloy parts and changing the pro-
cessing. After the cylinders and pistons had been lengthened, the
Volkswagen ran more quietly. By adjusting the production line,
greater precision could be achieved in manufacturing crankshafts.
Improved riveting eliminated the loosening of the camshaft sprock-
et. Noises that frequently cropped up in the crown and bevel gears
disappeared thanks to a new device that made it possible to align
them more precisely. In the transmission, the dimensional accura-
cy and surface finish quality were raised in the gears, moving parts,
and bearing seats. To check the running noise of the differential
and the transmission, a new test station for listening to the trans-
mission was built. The rattling in the front axle had disappeared;
the steering functioned well. In the assembly of the sheet metal
parts, various corrections had resulted in doors and hoods that
closed properly.3?
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One important new development was only in the design stage.

At the beginning of September 1947, Kales began to pursue the
installation of a hydraulic brake made by Teves.**? However, it was
expected to take two years for the new brake system to be ready for
serial production. Nonetheless, the Beetle had undergone a sort of
metamorphosis since production had begun, which Hirst demon-
strated retrospectively using steering as an example: “We began
with a car that had wobbly steering. I said, okay, change the shock
absorbers, balance the tires; that was done. Exchange the steering
gear housing; it was done. Trade out the front axle; it was done.
And we had a different car (...).”**

4.3 Exporting to Europe

Exporting German goods was an existential issue for the shattered
British national budget. Although the British had emerged from the
war victorious, administering the largely industrial British zone,
which was overflowing with refugees, was becoming a financial
burden, with food imports from other countries comprising a large
part ofthe occupation costs. Under this financial pressure, the
British unilaterally raised the production level in their zone in
order to reduce occupation costs by increasing export income.?*
Ataround the same time, the Volkswagen factory’s Board of Control
put the exportissue on its agenda. After the monthly production at
the plant had stabilized at the level of 1,000 vehicles a month, the
British aimed to raise production to 2,500 vehicles a month by the

end of the year with 1,500 of these intended for export.>3¢
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In order to convey this idea to the British government, Leslie
Barber of the Property Control Branch traveled to London in June
1946, where he explained the plans at a meeting of the Control Of-
fice for Germany and Austria. Against the intention of dismantling
the plant, he argued that the inhabitants of Wolfsburg were depen-
dent on the Volkswagen factory as their employer because there
were not enough other job opportunities. Barber considered it ir-
responsible to deprive these workers of their jobs and to allow their
housing to deteriorate. Instead, he suggested that production be
raised to 2,500 vehicles a month with 1,000 for the British Military
Government, 1,000 for export, and 500 for German domestic con-
sumption.

Gibson, the chairman of the National Savings Committee, made

a move in this same direction when he sounded out the possibility
of expanding Volkswagen’s production for overseas sales. In July
1946, he presented to British Minister of the Treasury, Hugh
Dalton, the idea of exporting Volkswagens for a limited period of
two years to Switzerland and Sweden under British control. In the
meantime, Gibson thought, the British automobile industry could
adjust to the demand for cars in Europe while the export of the
Volkswagen would prevent U.S. manufacturers from filling the
gaps in the European market. To make the project appealing to
the Chancellor of the Exchequer, Gibson projected foreign earn-

ings of 7 million pounds.?*”



Conflict among the Ministries about Exporting the Volkswagen
This was a smashing argument for Dalton, who, for his part, was
pressing for reductions in occupation costs in order to relieve state
coffers. To finance the war, Great Britain had needed to sell most of
its foreign holdings, and now it was pumping its dwindling dollar
reserves into the purchase of food and raw materials for the British
zone while its own population was subjected to food rationing. The
gap in the budget was, after all, one of the reasons that the British
government favored the fusion of the zones, which made the occu-
pation apparatus smaller and reduced occupation costs. The Minis-
try of the Treasury thus advocated that the administered enterprise
in Wolfsburg raise its share of income and foreign currency, if
necessary by exporting the Volkswagen. Together with the Foreign
Ministry and the Military Government, it formed a united front on
the export question. The Military Government had already been
recommending for some time that no opportunity to export goods
from Germany be missed.

Both the Trade and the Supply Ministry fought the plans as protect-
ing the domestic automobile industry was their top priority. Both
feared — and not without cause — that any production increase for
the purpose of export would lead to a revision of the plan for the
level of industry, and thus to a growing number of cars being pro-
duced. That would take away the steel supplies not only from the
domestic automobile industry, which needed them for economic
recovery, but also from the German companies that were of direct
importance for the English economy. In the summer of 1946, the
Trade and the Supply Ministries achieved a preliminary victory,
and the case for exporting Volkswagens was temporarily closed.33®

Nonetheless, a provisional compromise did allow the cars
Volkswagen produced beyond the 1,000 mark to be handed over
to members of the British and American Military Government for
100 pounds. This discount price was supposed to compensate for
the fact that the Volkswagen could not be resold outside Germany.
Yet, in the end, the negotiations for fusing the zones brought down
the prohibition since the Americans voted to allow unlimited sales
atareasonable price. As aresult of the pressure the Americans
exerted, a resolution was drafted in October 1946 to sell the
Volkswagen to the personnel of both Military Governments, the
military missions, and the United Nations at the full export price
of 160 pounds. As reselling was allowed, the British had now per-
mitted the first indirect exports of Volkswagens.>3°
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The Failed Export Project

The negotiations for establishing the bizone that the British and
the Americans began in July 1946, finally paved the way for the ex-
port of the Volkswagen. Against the opposition of the British auto-
mobile industry and the Supply Ministry, the Military Government
suspended the idea of dismantling the Volkswagen factory for a
further four years.?*° In March 1947, the Bipartite Control Office
revised the plan for the level of industry so that, once production
started up again, the British Military Government could begin to
set a course for the export of the Volkswagen.?*! The following
month, the British plans for export began to take concrete shape.
The Belgian government had expressed interest in importing un-
assembled Volkswagens in order to stimulate employment in its
domestic automobile industry. A discussion between British and
Belgian representatives resulted in the suggestion that 5,500
Volkswagen vehicles be exported to Belgium. Of these, 500 were
to be delivered as auto bodies and 5,000 as sheet metal plates

with engines, transmission, and axles, for which the Belgian auto-
mobile industry would undertake the assembly, as well as equip
them with glass, upholstery, batteries, etc.3*? The director of the
Mechanical Engineering Branch in Minden, E. Harle, regarded
this as a lucrative deal because the government in Brussels had
promised to supply high-grade sheet steel and the press shop at
the Volkswagen factory would have unutilized capacities.
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To get this export business going, Harle made the suggestion to the
Head of the Industry Division in the Berlin headquarters that pro-
duction at the Volkswagen factory be raised up to the limit on the
basis of the available steel in order to satisfy the various interested
parties. Every month, 1,000 cars were to be made for the Military
Government, as well as another 1,000 for the export business, and
everything that was produced beyond that was to be made available
to the German market.>** Although the Supply Ministry objected,
warning that the steel resources were rather scarce, the die for
exporting the Volkwagen Beetle had been cast. In June 1947, the
British clinched a deal with the Belgian import company Electrobel
to supply 350 vehicles at the price of 160 pounds each. As the steel
sheets necessary for this were supposed to be delivered, the Supply
and Trade Ministries set aside their reservations.?**

The factory management was very interested in the idea of export-
ing the Volkswagen not as a complete vehicle but broken down into
components. The advantages of this sort of deal, which Sales Direc-
tor Kemmler enumerated in a note to Hirst in the middle of June
1947, were obvious. As the Volkswagen factory could circumvent
problems in acquiring scarce materials, the export business could
get started much sooner than if complete vehicles had to be sup-
plied. Foreign currency would flow more quickly this way into Brit-
ish import funds, which the Military Government used to pay for
food and raw materials from other countries. A part of the export
proceeds would benefit the Volkswagen factory directly as a freely
disposable export bonus that was urgently needed to import scarce



materials. By getting the sheet steel and doing without the other
equipment, the factory would be able to get the contract through
production much more rapidly, and the supply of materials by the
importer would only comprise a small part of the export revenue.
In Kemmler’s view, what was decisive in judging this deal was the
foreign currency gains that could be realized.?*® But the scarcity
of steel in Europe caused the deal with Electrobel to fall through.
When the British factory officers visited the Belgian steel mills
together with representatives of the import company, it turned
out that the mills were working at their maximum capacity for the
British automobile industry and would not be able to send any
sheet steel to Wolfsburg.34¢

Despite such setbacks, the British Military Government stuck to

its decision — which London had blessed - to sell the Volkswagen
Beetle in foreign markets, particularly since it expected its trans-
portation needs to drop by the end of 1947. The vehicle production
that this would free up was to be divided equally for export and the
German market, although the delivery for the British government
including the REME would have priority. The Board of Control,
however, strictly prohibited sales on the international black mar-
ket, where the Volkswagen broughtin RM 20,000 to 30,000. Hirst
warned the factory management that while those sorts of deals did
show promise of great dollar rates, they would take their revenge
in time. In the eyes of the custodians, only by exporting via repre-
sentative importers “according to healthy business principles with,
however, lower currency proceeds,” could they guarantee a stable

and sustainable foreign business. To ensure that this path was
maintained, the British and the Americans founded the Joint Ex-
port Import Agency (JEIA) in December 1946 in Frankfurt. Once
the bizone was established, the agency took up its task to promote
the export of German goods and to use the proceeds to finance
the import of desperately needed food and scarce materials. The
JETA, which was also responsible for overseeing the export of
Volkswagens, was prepared to purchase foreign materials in order
to raise the quality standard in painting and upholstery. To what
extent the export bonus of 10 percent was to be utilized for this
purpose remained undecided. By restricting the use of imported
materials to vehicles intended for export, the British Military
Government took the objections of the Trade and Supply Ministry
into account.?¥’
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COURSES SET BY THE BRITISH

The First General Importer

The starting gun for the export of the Volkswagen sounded on Au-
gust 8, 1947, at the first Hanover Trade Fair, which was symbolic of
the economic growth in the British zone.3*® With the custodians’
permission, the Volkswagen factory and the Dutch company “Pon’s
Automobielhandel” of Amersfoort signed the first importer agree-
ment.*° The Pon brothers had planned patiently for this day for
months and, during this time, as Hirst remembers it, had suggest-
ed an unconventional swap to the British. On one of his visits to the
Volkswagen plant, Ben Pon had stopped in at the headquarters in
Minden to discuss the import of Volkswagen cars into the Nether-
lands with Colonel Radclyffe. When Radclyffe found out that Pon
had previously worked in the automobile industry, he offered to
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Signing the First Export Agreement

at the Hanover Trade Show

give him Volkswagens in exchange for sheet steel. Instead, Pon of-
fered masses of herring for the factory kitchen. As herring had too
much fat to conform to the nutritional guidelines and so could not
be given to the workforce, Radclyffe had to decline the offer.?*°

Once the first official export agreement had been made, it became
necessary to specify the design of the export model more precisely
and to set a standard. A committee made up of Feuereissen,
Paulsen, and Striebig that formed in June of 1947 was responsible
for adapting the Volkswagen to the demands of foreign buyers in its
equipment and appearance.>** On the basis of the Beetles intended
for the Netherlands, Feuereissen and export manager Peter J. Kock
set the specifications for the future export model: it should have



Delivering the First Export Vehicle
in October 1947 to Ben Pon:
Karl Feuereissen, Karl Schmiicker,

Ben Pon, Karl Martens, Frank Novotny,

Peter Kock (from left to right)

better paint without gloss, corduroy for the upholstery and for lin-
ing the floor of the trunk and back panel, bumpers, hubcaps, door
handles, hood handles, an embedded horn and chrome headlight
rings, as well as low-noise engines and rear axles.?>?

In early October 1947, the first five Volkswagens were delivered to
Ben Pon - the sixth did not pass the inspection - generating a lot of
buzz in the press, which appropriately savored this “historic mo-
ment” as the rebirth of the German automobile export business.?*?
Still in the same month, the Volkswagen passed its first interna-
tional comparative test at the Auto Salon in Paris, which empha-
sized the model’s favorable price-quality ratio compared to other
manufacturers. Accompanied by Radclyffe, Hirst had visited the

COURSES SET BY THE BRITISH

first international auto exhibition of the postwar period in order to
set an appropriate price for the export Beetle. The market analysis
revealed that the Volkswagen was comparable to the Skoda, which

was supposed to be the benchmark.3%*

Nonetheless, there could hardly have been a worse time to start up
the export of the Volkswagen. In August 1947, the material supply
crisis became so acute that production dropped to 800 cars for the
month and the mandatory order for 1,000 vehicles a month had
to be extended for another half year. Consequently, the British
backed off their overly optimistic plans, adjusting them to the eco-
nomic circumstances. The new schedule arranged in agreement
with the JEIA and the VAW Planning Division postponed the pro-
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duction increase to 2,500 vehicles a month to the following year.
Until then, the occupation needs were to be reduced to 300 cars a
month to make the rest available for export and the German mar-
ket. General Manager Miinch recommended that the ordered pro-
gram be somewhat lowered and the deficit be made up later so that
some vehicles could already be exported. Hirst rejected this idea,
arguing that firm resolutions had already been drafted concerning
these issues.?*

Regardless of the material problems, the British custodians began
to arrange further paths to export to European countries as the
Beetle had found potential new buyers at the Hanover Trade Fair.
With a view to the expected export volume of 6,000 Volkswagens for
1948, the “Export Sub-Committee” of the Board of Control decided
in October 1947 to export the vehicles to the Netherlands, Belgium,
Switzerland, and Scandinavia — places that had hard currency to
spend. In order to take advantage of the automobile exhibition that
was to take place in February 1948 in Brussels and to find a suitable
importer quickly, the British presented the Volkswagen at the end
of October to a number of companies in Brussels.*® For this, they
had ordered a model car manufactured with special care; it had the
same design as the vehicles delivered to Holland: black paint, wine-
red upholstery, matching tires and trim strips with chrome-plated
bumpers, wheel trim caps, door and hood handles. To make the ex-
port model not only aesthetically but also technologically impres-
sive, the chassis of Hirst’s car was to be used.**” Three more export
vehicles were ready by November 1 for a presentation in Switzer-
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land.3*8 Yet, in light of the material supply problems, the British
initiative did not yet lead to new export agreements.

In December 1947, a shortfall of 3,350 tons of steel emerged in the
rationing of raw materials for export and civilian enterprises. One
reason for this lay in the decision to preferentially distribute steel
rations for export when signed contracts were already in hand. On
the other hand, the VfW only advanced small amounts of steel for
planned deliveries, and Radclyffe’s efforts to acquire the missing
quantity of steel were unsuccessful.>*® For want of sufficient steel
rations for expanding the production volume, the Bipartite Control
Office in Frankfurt prohibited further export licenses from being
issued. Until 1948, all manufactured export vehicles were to be
delivered exclusively to the Dutch general importer.3¢°

For the time being, the great expectations that the British, above
all, had placed in the emerging foreign trade were not fulfilled.
With 56 vehicles exported to the Netherlands in 1947, this trade
hardly brought in any foreign currency. The custodians achieved
considerably higher dollar proceeds in 1947 by selling cars that
were included in the export business for accounting purposes prin-
cipally to British families and the foreign press — in June alone
there were 126 such sales.?** More importantly, however, in the
conflict of the London ministries, the export issue had been decid-
ed in the Military Government’s terms. This provided the political
as well as the economic conditions to begin expanding the export
business the next year.



Setting the Course for the European Market

There was no shortage of potential buyers from foreign countries:
at the beginning of 1948, numerous applications had arrived in the
Export Department at the Volkswagen factory, especially from Eu-
ropean countries including Switzerland, Belgium, Sweden, Den-
mark, and Norway. In the end, it was the British who decided which
companies were suited to be general importers and promoters for
the Volkswagen Beetle’s debut on the European market. However,
with Directive Number 1 of April 11, 1947, the JEIA had trans-
ferred the management of foreign trade to the foreign trade offices
of the VIW and had established a two-step licensing procedure. Ac-
cording to this, the foreign trade offices of the state administra-
tions were in charge of checking export options and, when an ex-
port agreement was approved, of obtaining the final license from
the JEIA, which participated as a party to agreements made with
foreign companies as the representative of bizone enterprises.

The new General Manager, Nordhoff, did not at all like this bureau-
cratic regulation, particularly since the British custodians gave him
arelatively free hand in other areas. In the case of appointing gen-
eral importers, on the other hand, they only granted the company
management the right to participate in discussions and to make
suggestions. Nordhoff made use of this in January 1948, suggesting
the “Titan AG” for exporting to Switzerland. Yet the foreign trade
office of Lower Saxony harbored doubts about the company’s suit-
ability — it had lost the general agency for General Motors “on ac-

count of apparent business shortcomings” — and requested an ex-
planation.?*? Nordhoff, who strove to expand his decision-making
powers, ignored this objection and defied the prescribed chain of
command by entering into the second export agreement with Titan
AG on February 10, 1948, and rapidly submitting it to the JEIA for
approval.?® The delegation then dispatched to Switzerland, which
was made up of JEIA and VfW representatives, decided that the ap-
pointed general importer was not suitable and initiated an agree-
ment with the Neue Amag AG in Ziirich instead.3%*

Outraged, Nordhoff was informed by the foreign trade office of
Lower Saxony that he “apparently did not clearly understand the
tasks and powers of the foreign trade offices.” For expanding and
consolidating German export business, he noted, and especially for
the export of automobiles, only first-rate companies that possessed
all the requirements for stable development could be considered.
Provided the Volkswagen factory took these criteria into consider-
ation, it should, of course, be allowed to select a general importer.
Otherwise, it would be “inevitable” that the German agencies
would have to intervene “for reasons of general economic inter-
est.”®® When the agreement was signed on April 29, 1948, the
Neue Amag AG took over the task of importing the Volkswagen to
Switzerland and selling it through its network of dealerships.3¢®
That the British JEIA representative vetoed Nordhoff’s preference
suggests that the custodians had already taken up contact with
Neue Amag in November 1947 when the model car was brought
into Switzerland.
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COURSES SET BY THE BRITISH

Cars for Export to Switzerland

At first after this conflict, the task of concluding export agreements
continued to be a matter for the responsible agencies, although
they took a company representative into negotiations. In this way,
Kock, the export manager at the factory, joined the delegation to
Belgium and participated in the discussions with the applicants
there in March 1948.3%7 The agreement, which added the company
Anciens Etablissements D’Ieteren Fréres to the team of Volkswagen
general importers, went into effect after the JEIA approved it on
March 16, 1948.

However, the process of selecting and approving importers, made
difficult by the participation of various offices, delayed the rapid
expansion of the export business as did the unclarified responsibil-
ities between the Military Government and the German institu-
tions.3® A change was initiated after the Allied Control Council
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passed a regulation stipulating that recipients had to pay for

all German exports in U.S. dollars, which negatively impacted
Volkswagen exports. A shortage of foreign currency limited exports
to the Netherlands, and the Belgian government restricted dollar
purchases. Under these circumstances, the JEIA and the VIW put
the opening up of new export markets on the agenda.?*° On May 20,
1948, Vollrath von Maltzan of the VW Main Department of Foreign
Trade asked Nordhoff to look into sales possibilities in Egypt, as
well as North, Central, and South Africa, and to submit suggestions
for establishing Volkswagen proxy agencies. In addition, he thought
it prudent to appoint a general importer for Sweden, even though
the export of Volkswagens had not been adopted in the German-
Swedish Trade Agreement. Binding negotiations with potential
companies, however, were not to be undertaken to avoid provoking
differences of opinion once again with the occupation powers.>”°



Nordhoff tried to take advantage of this situation when, a few days
later, he asked Radclyffe to support him in his quest to gain autono-
my: “Iwould like to request with all possible urgency to be entitled
to handle export business, the nomination of agencies and the han-
dling of daily business within my own responsibility (...).”3"* In early
June 1948, accompanied by a representative of the JETA and the
VIW, Nordhoff traveled to Sweden and Denmark, where he led ne-
gotiations with companies under consideration. His suggestions
coincided with the firms favored by the Bipartite Control Office, so
that the export agreements made with the Danish Skandinavisk
Motor Co. A/S on July 1, 1948, and with the Swedish company A/B
Scania Vabis were approved by the JEIA without any problems.??
After this arrangement had successfully been made, the Military
Government was ready to make concessions. The procedure set in
June 1948 gave the Volkswagen factory the power to lead negotia-
tions with future general importers without the JEIA’s involvement.
The allied export agency nonetheless reserved the right - like the
VIW — to have a representative present at these sorts of meetings.?”?
Thus, a pragmatic arrangement had been found that was accept-
able to both sides.

Until the currency reform, the British had laid a broad foundation
for the future export business, which the Volkswagen factory man-
agement could build upon. The export volume of the five contracts
amounted to 15,280 vehicles. The growth in production combined
with the reduced quota for the Allies — which dropped from about
35 percentin the first half of 1948 to 7 percent in the second half -
established the necessary production conditions for expanding the
export business.>”* The British regarded this as a necessary step
toward ensuring sales in the medium term, “when the internal
market, considering the permitted number of cars in the Western
zones, has been saturated.””* Although in a different context, this
is how the representative of the Property Control Branch formulat-
ed the core of the company’s future strategy, which was shaped in
advance by the enormous capacities of the Volkswagen plant and
the product designed for mass production. For, in light of the inter-
nal market’s weakness, it would not be possible to achieve capacity
utilization of the factory without an export market. The British had
set the course to the European marketin 1947/48.
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COURSES SET BY THE BRITISH
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Exports after the Currency Reform

The expectations of the Military Government and the company
management that the currency reform would release the export
market from its shackles were not immediately fulfilled. Despite

a growing demand in foreign markets for the highly coveted
Volkswagen, the export business did not meet expectations.
Although exports soared compared to the previous year from 56 to
4,464 Volkswagens, it was not enough to keep up with the general
growth in production because exports were subject to two major re-
strictions: on the one hand, the currency shortage in the European
countries hampered the expansion of the export business because
the JEIA only permitted exports in exchange for dollars. This so-
called dollar clause formed the backbone of the American concep-
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tions of reorganization with the goal of integrating West Germany
into a multilateral trade system by tying its foreign trade to convert-
ible hard currencies. On the other hand, the JEIA set the exchange
rate at 30 cents for 1 DM and assessed the export price of the Beetle
at 800 dollars according to British wishes so that the Volkswagen
could compete with other small cars internationally.>’® After the
new exchange rate was established, the export price converted to
2,667 DM. However, the production costs per vehicle amounted to
4,263 DM, which would have resulted in a loss per exported car of
1,596 DM.?”7 A company report noted that the coercion to pay in
dollars and the existing exchange rate “almost completely choked
off the export opportunities.”?"®



Against this backdrop, Nordhoff dramatically announced “the
final death” of the export business when the existing contracts ex-
pired.?”° But the Volkswagen factory was spared the effects of the
dollar clause due to existing special regulations. The JEIA rules
allowed for all export contracts concluded before July 25, 1948, to

be billed at the valid domestic maximum price of 4,505 DM per car.

By this deadline, the company had an order volume of over 15,000
Volkswagens, of which 4,464 were delivered by the end of the year.
This situation gave the company a significant lead over its competi-
tors Opel, Daimler-Benz, and Ford, which together only registered
a third as many exports as Volkswagen. When production figures
rose after the currency reform, this improved capacity utilization
and enabled the management to reduce the gross price of the stan-
dard Beetle in July 1949 from 5,300 to 4,800 DM and the price of
the export model from 800 to 650 dollars.?®°

At the wholesalers’ convention in January 1949, Nordhoff was able
to draw a positive balance. By then, the Volkswagen factory had
exported about 2,000 cars to the Netherlands, 1,500 to Switzer-
land, 1,050 to Belgium, and 100 to Luxembourg. Counting the offi-
cial licenses entered the day before, Volkswagen ranked number
one in Switzerland with 155 cars followed by the British standard
model “Vanguard” with 120. Opel had a whole 12 cars. The General
Manager thus asked its dealers for their understanding when the
company had to deprive the domestic market of another 700 to
1,000 cars for the export business. For it would have been irrespon-
sible “if we didn’t try to take advantage of this unheard of opportu-

Hlty 381
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5. The Last Step Before Taking the Pole Position




5.1 The New General Manager

For the custodians, forming the company management in August
1947 was tied to taking care of an important personnel matter
before they could begin the arranged withdrawal. As the British ex-
pected the vehicle needs of the Allies to drop significantly in 1948,
and, at the same time strove to increase production, there were, in
purely mathematical terms, considerable capacities available for
expanding exports and supplying the domestic market. This placed
growing demands on the company management, which called for

a “first class technical General Manager,” as Radclyffe explained
in aletter from mid-October 1947.3®2 Miinch, who had been a com-
mercial lawyer, was not up to the new task from the British point of
view. A good General Manager in legal and financial matters, he
possessed, according to Hirst, too little technical expertise to be
able to manage the problems of a large automobile company. Hirst
had recommended that the Board of Control look for a technically
versed expert to support the General Manager.3®

This was the hour of Heinrich Nordhoff, who not only had leader-
ship qualities but also experience in the mass production of auto-
mobiles. Born in 1899 and raised in a middle-class, Catholic fami-
ly, the trained mechanical engineer belonged to the generation of
scientifically trained managers who had worked their way up to the
leadership of companies during the Weimar Republic. As the man-
ager of the Technical Department of Customer Service, Nordhoff
took up employmentin 1929 at Adam Opel AG in Riisselsheim, a
subsidiary of General Motors. There, he rose to become the techni-
cal advisor in sales management before he was appointed the man-
ager of the truck factory in Brandenburg. As head of the Opel’s

agency office in Berlin and as the chairman of a special commis-
sion for three-ton vehicles in the central committee for motor
vehicles, Nordhoff had contacts with the decision-makers in politi-
cal parties, the Wehrmacht, and in ministries. As Nordhoff had
achieved the rank of a “Wehrwirtschaftsfithrer” (War Industry
Leader) , he was dismissed in accordance with the denazification
guidelines in effect in the American occupation zone, even though

he had not been a member of the Nazi Party.?%*

Unemployed from the end of 1946, Nordhoff took a position as the
manager of customer service at the general agency for Opel, Dello
& Co., in Hamburg. It was probably through the former Opel dealer
Eduard Winter that contact with Hirst was established; Hirst invit-
ed Nordhoff to Wolfsburg for an interview. Visibly impressed by
Nordhoff’s appearance, Hirst abandoned his original plan and
suggested the Opel man to become the General Manager. After
conversing with Radclyffe, Nordhoff had won himself a second
admirer who, together with Hirst, prepared Miinch’s dismissal.
On November 7, 1947, the Board of Control appointed Nordhoff
as the General Manager with the request to take up his position as
soon as possible.?®®

At first, Miinch heard nothing of this decision. He had introduced
the new man to the company and had fostered a “friendly and har-
monious cooperation” during this time. With a view to the future
organization of the company, both had agreed to form a manage-
ment team consisting of Miinch, Nordhoff, and Steinmeier and

later to adjust the division of labor according to practical needs.?®®
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Heinrich Nordhoff

Thus, Miinch’s disappointment was all the greater when, on
November 25, 1947, he was informed of his dismissal as the
General Manager in a meeting with Hirst, Control Officer Neal,
and Nordhoff. Just the evening before, Nordhoff had been a guest
in Miinch’s home, although Nordhoff claimed that he had been
prevented from saying anything about the British decision.
Whether Miinch believed this version remains an open question.
In any case, his letter to Nordhoff sounded a bitter note when he
demanded “that nothing sticks to my good name, the only thing
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that is left to me, and (...) that the accusation not be made that I
failed here at a great and important task.”*®” In fact, Nordhoff
might not have voted for a triumvirate as he had made the guaran-
tee that he would have “complete autonomy of action,” vis-a-vis the
British, a condition for accepting the position.?® Miinch would not
be able to overcome his bitterness about the lack of recognition for
his achievements. In April 1948, he would also quit as a custodian.
Dr. Hermann Knott assumed his position on May 1, 1948.38°



The Board of Control’s personnel decision is remarkable in that it
placed the profitability of the company above loyalty to the General
Manager. Miinch’s achievements were indisputable. He had not
only introduced cost-cutting measures but had also advanced the
democratization of work relations with his good rapport with the
Workers® Council and by implementing the Allied Works Council
Law in a progressive works council agreement. All the same, the
British did not hesitate to replace the commercial lawyer when he
was no longer useful for an enterprise that stood on the threshold
of entering the market and whose product, in 1948, needed to as-
sertitselfin the European and domestic markets. This situation
placed new demands on the cost structure of the Volkswagen facto-
ry. No doubt, the British management’s efforts to take advantage
of the good export opportunities and to increase dollar proceeds
influenced this personnel decision. For that, the plant’s efficiency
had to be increased.?*°

The Centralized Company Structure

After the change in leadership on January 1, 1948, the British
factory management retreated into the background and, for the
most part, gave the new General Manager free reign in running
the company. Nordhoff used this gain in autonomy to implement
arestructuring of the company, which had been discussed since
the fall of 1947 and was long overdue, according to his own ideas.

The urgency of this measure was once again made apparent in an
internal paper that Hunecke, the manager of the Chassis Design
Department presented to Nordhoff in late February 1948. In it,
Hunecke frankly criticized the managers of the company who op-
posed any innovations. Whereas some of them made themselves
“into sole rulers of the firm,” he wrote, others were “bound hand

and foot by the inadequate organization and cannot develop.”3

In this context, Hunecke pointed out the promise that had not yet
been kept to transfer the spatial and machine planning for manu-
facturing the chassis to him. His department, therefore, had been
forced to manufacture a vast number of gadgets and tools for a car
model that had been built for over two years. The machine repair
unit, which normally participated in the planning, was completely
isolated in the company’s organizational structure, just as the
so-called auxiliary operations — the Design Department, Electrical
Department, and Tubing Installation Department — were poorly
integrated into the organizational structure with the consequence
that the Machine Repair and Tubing Installation Departments
performed similar sheet metal work. Hunecke mentioned the orga-
nizational structure at Opel as exemplary: there, factory mainte-
nance united the auxiliary operations firmly in one pair of hands.
Hunecke summarized his critical remarks by concluding that a
sensible organizational plan with precise definitions of rights and
responsibilities could help to “somewhat relieve the operational
muddle” and lay the foundation for harmonious teamwork.
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Assembling the Chassis

Nordhoff was the right man to address these organizational defi-
cits. Equipped with the self-image of an entrepreneur, he procured
the necessary authority on the leadership team and the support of
the British custodians with his appearance and his earlier post at
Opel, as all were aware of his previous post. In addition, he pos-
sessed the required claim to power for eliminating internal trench
warfare by instituting tight organizational structures, and he knew
how to prevail against opposition to these changes.?*> Running the
Volkswagen factory in a collegial fashion, as Miinch strove to do,
was, in the eyes of the former Opel manager, artificial and ineffi-
cient. Instead, he preferred the strictly hierarchical mechanistic
structure based on the General Motors model, which matched his
somewhat autocratic leadership style. The restructuring approved
by the British in May 1948 centralized the decision-making powers
in the hands of the company’s general manager. Subordinate to
him were seven main division heads who were in charge of pro-
curement for the following divisions: Production, Personnel, Pur-
chasing, Sales, Technical Development, Finances, and Inspection.
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The chief custodian responsible for asset management reported di-
rectly to the British supervisory boards. With this, the Volkswagen
factory obtained a modern, functional organizational structure,
which marked an important step toward cost reduction.

Hirst, above all, who helped in his controlling role to take care of
the material problems that continued to crop up, was made to feel
that the new General Manager was of a different caliber in his lead-
ership style. Accountable to the leading factory officer, Nordhoff
managed to arrange the discussions in such a way that Hirst felt
like he had to report to him. The experienced manager rapidly
gathered all the authority for himself and elbowed his rivals out of
business operations probably more quickly than they had expected.
The British found this acceptable and functional in that, in 1948,
they were able to retreat successively from managing the company,
and because Nordhoff fully met the expectations they had set in
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Nordhoff with Steinmeier, 1952

Once the mechanistic, top-down management principle had been
introduced, some of the responsibilities of the various main divi-
sions were rearranged. The Technical Development Department,
especially, which had comprised the Design Office and the experi-
mental facility before, emerged from the organizational restructur-
ing stronger and more powerful. The new department head Alfred
Haesner, who assumed his position on April 1st, made sure of this,
combining the various technical development divisions of the com-
pany into one. The first step involved subdividing the Design Office
into three units — Design Oversight, New Design Development, and
the Standards Office, which was responsible for revising general
standards and setting standards for tools. After three months of
preparation, the testing center was removed from the experimental
facility and reconfigured with new personnel by October 1, 1948.

It comprised the working areas Engine Testing, Drive Testing, and
Measurement. After the repair division was split off, the experi-
mental facility was reorganized and, in August of 1948, reintegrat-

ed into the Technical Development Department as a prototyping
unit that concentrated on technical improvements of the Sedan
and constructing special vehicles. Lastly, in September 1948, a
patent office was added to it that was henceforth called upon for all
contractual matters and negotiations important for patent rights,
including with Porsche, Daimler-Benz, Fichtel & Sachs, Solex,
and Tatra.?*

Persistent Material Shortages

Under General Manager Nordhoff, as before, the procurement

of raw materials determined day-to-day business at the factory, par-
ticularly since the transition to a set global quota in early March,
1948 only conditionally met the company’s expectations. The new
process earmarked 10,000 tons of iron and steel a month for the
automobile industry and, at the same time, set forth the maximum
possible production of automobiles for 1948. Up to this limit, ac-
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cording to Wenk, the supply of spare parts and other materials was
guaranteed. Beyond this limit, however, one would have to expect
shortages, particularly of tires. The quota of 10,000 tons included
the production for the Allies, for the export business, as well as for
orders from quota bearers like the Reichsbahn or the Reichspost.
As no decision had yet been made concerning how to distribute the
global quota among the individual automobile manufacturers, the
Volkswagen factory was not able to make production plans for the
current year before the end of March, 1948. Thus, it was to be
feared that the provisions affected by purchasing would not be fully
covered by the global quota, and that part of the incoming raw ma-
terials for 1948 would, therefore, not be able to be processed in
production because other materials would come up short. But an
imbalanced stock harbored dangers in view of the upcoming cur-
rency reform. Aside from this, there was a fundamental disagree-
ment between the VfW and the Main Administration of Roads about

whether the quota was a global one or an advance.>*®

As had been feared, the new quota regulation did not fundamental-
ly improve the distribution of raw materials and spare parts, even
though the Volkswagen factory did register a slight rise in the
monthly production of vehicles in the first half of 1948. In March
1948, 1,200 cars left the assembly line — 100 fewer than planned.
The following month, 1,250 instead of 1,400 vehicles were built.
Production meetings in the first half of the year demonstrated that
difficulties in procuring materials persisted. Rubber door seals,
tires and tubes, rubber mats, gaskets, cardboard for the trunks,
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fuel lines, brake drums, and paint were either scarce or tempo-
rarily unavailable. The backlog of 68 auto bodies in mid-May 1948
was due to a shortage of rear side panels. At the end of June, the
upholstery line stood still because there were no spring cores for
the front seats. Although the Foreign Trade Office and the JEIA
had stepped up their efforts to import scarce materials, these
things were occasionally three times as expensive to buy from
foreign suppliers.?°¢

In mid-June 1948, Nordhoff complained about the inadequate
material supply to the VfW as the head of the “Fahrzeugbhau”
(Vehicle Design Division), Wenk, had agreed to increase the
rationed weight per vehicle from 850 to 1000 kg. Moreover, as
the allotted spare parts in no way covered the demand, Nordhoff
criticized the current regulation as insufficient. Wenk clarified, in
his defense, that he had tried to get a fifteen percent increase in
the rationed weight at the special section for economic planning.
But the responsible parties there did not wish to issue any new
regulations since the currency reform was imminent. At the same
time, this was the reason that the Volkswagen factory was literally
bombarded with ration cards as all the customers pushed to have
their vehicles delivered before the currency change. Because the
company could not meet the demand, it found itself accused of
intentionally withholding cars. Put out by this, Nordhoff told the
VIW that he seriously considered “stopping delivery altogether

as all the suppliers are doing to us.”3%’



Nordhoff at the Boiler of the Power Plant,

July 3,1950

Plans for Merging with Ford

In the months before the currency reform, the stagnating and
shrinking markets gave Nordhofflittle cause for optimism. On the
contrary, he was rather concerned about the long-term survival of
the company. Thus, he agreed with the Industry Division’s deliber-
ations to transfer the Volkswagen factory to the Ford Motor Compa-
ny and to concentrate the passenger car production of the Cologne
Ford factory in Wolfsburg. In this way, Nordhoff believed he would
be able to acquire the necessary capital reserves and to advance the
technological modernization of the factory. A merger with Ford,
moreover, seemed like an advantageous arrangement for clearing
away the foreign trade restrictions, and particularly the price fix-
ing. The U.S. manufacturer was open to these plans and, after visit-
ing the plantin March 1948, expressed its interest in a takeover.
Ford regarded the Beetle as a unique vehicle that, with a few im-
provements to its design, materials, and production, had a dazzling
future. That same month, Henry Ford II held exploratory talks with
Nordhoff while visiting Europe.

Ultimately, Nordhoff was the one who took the initiative, and in
April 1948, he once again put forth the question of a takeover in
aletter to Ford. The U.S. automobile manufacturer decided to ac-
quire a minor share of the Volkswagen Company in order to pre-
vent unpleasant reactions to the foreign takeover. The planned
merger met with a divided response among the relevant British
military agencies. The Industry Division welcomed the plan as one
way to improve the capacity utilization of the plant and to bring a
breath of fresh air into the management. The Property Control
Branch, on the other hand, had favored transforming the company
into a public enterprise and rejected any talk of a private sale. Its
veto must have played a role in preventing the marriage of the two
automobile manufacturers. While Nordhoff and Radclyffe cleaved
to the merger plans, Ford began to retreat in October 1948 because
the unresolved issue of ownership and the financing of the transac-
tion, meanwhile, had grown into insurmountable difficulties. After
the Berlin Blockade of 1948/49, Ford put its expansion plans for
Europe on ice for the time being.3%®
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Until the fall of 1948, the future of the Volkswagen factory as an
independent company hung by a thread. Its survival was probably
due to the differences between the British military agencies just
as much as the cowardly behavior of the U.S. manufacturer. That
Nordhoff did not switch over to Ford despite numerous invitations
would prove to be advantageous for the further development of the
Volkswagen factory in several ways. At Opel, Nordhoff claimed, he
had learned what good service meant. He brought his experiences
to bear on the development of the sales and customer service
organization, which was brought into a unified Volkswagen line.3%°
However, it was not only in this area that Nordhoff met the expec-
tations of the British custodians. Cost reduction, quality policy,
and product diversification were further fields of activity that he
systematically addressed in British terms. The currency reform
created an advantageous framework for this.
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5.2 Market Competition and Product Policy

Overnight, the display windows of retail stores filled with goods
that the average consumer had not seen for along time. Cooking
pots, toothbrushes, books, and other long-awaited commodities
came to light from hidden hoards, and consumers could now buy
them without ration cards. Theoretically, at least, a Volkswagen
could be delivered within 8 days for 5,300 DM. Even cows reacted
positively to the currency shift because the quantity of butter deliv-
ered rose significantly in the first week of the new DM.*°° The
psychological impact of the “display window effect” was lasting,
playing a role in the currency reform and becoming a core part of
the founding myth of the Federal Republic of Germany. Most con-
temporaries regarded not the proclamation of the “Grundgesetz”
on May 23, 1949, but the distribution of DM bills as the beginning
of anew epoch. If one image has embedded itselfin Germany’s
collective memory as an “icon” of a new beginning, then it is the
longlines in front of the bank counters where a bounty of 40 DM
was exchanged ata 1:1 ratio.**



The Boom after the Currency Reform

And at the Volkswagen factory? “Everything changed in Germany
like flowers in the desert after a strong rain. There was a new feel-
ing of optimism, and steel, etc., could now be delivered. Production
at Volkswagen increased.” This is how Hirst remembered the psy-
chological and economic effects of the currency reform.*°2 Its
short-term effect on production was, indeed, amazing. The volume
of deliveries grew from 3.7 million DM in June to 9.3 million DM
the following month: production rose from 1,135 Beetles in May
1948 to 1,806 in July, and 2,306 in December. This increase was
due, atleast in part, to the release of raw materials that had been
hoarded before and were only exchanged in barter deals.*°® This
was not only common practice among the suppliers but also in the
entire industrial economy, which had already hoarded away a sig-
nificant part of production in storage.** In the factory, as well, the
German and British management had sown important seeds for
the growth of production in 1947. The currency shift, however, was
a decisive prerequisite for harvesting the fruits of earlier efforts.

The currency reform, which was largely planned by the Americans,
eliminated the surplus of money that had developed during the war
and abruptly put a stop to black market trade. This once again es-
tablished a foundation for companies to be able to make reliable
cost calculations and conduct investment planning. The reform
also owed its success to the initiative of VIW Director Erhard, who
combined the introduction of the D-Mark with economic reforms
and, for the most part, revoked the rationing and price control

measures with the “Leitsitzegesetz” (the Guiding Principles Law)
of June 24, 1948, This meant that price-driven markets took up
their function practically overnight.*°® The currency and economic
reforms ended the economy of scarcity in West Germany and gave
the automobile industry, for which there was an enormous demand
in Europe on account of the war losses, the necessary growth spurt.
The Volkswagen factory would profit from this: in 1948, it was
utilizing only one tenth of its manufacturing capacity of 250,000

cars a year.*%

These reforms in the political and economic order created an ad-
vantageous framework for the tasks that the new leadership faced
as well. The D-Mark generated purchasing power and once again
set performance incentives for the workers while the food supply
began to normalize, increasing their physical capabilities and
reducing the number of absences. This diminished the quality
deficiencies caused by exhaustion or a disinclination to work.

In addition, the easing material situation made it possible for the
Volkswagen factory to carry out long overdue machine repairs
and to close gaps, particularly in the machine tools as the quality
of the materials and the vendor parts also successively improved.

The smooth currency transition, of course, did breed a short-term
liquidity problem because the Reichsmark assets of the company
were devalued at a ratio of 10:1, but the salaries and wages were
converted 1:1 into the new currency. The cash balance of 495,000
DM was faced with monthly wage payments of about 1.5 million
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DM. The company closed this financing gap with credits that it was
able to pay off in the fall thanks to the rapidly growing proceeds
from car sales.*%’

Even after the currency reform, the sale of the Beetle was at first re-
stricted in the domestic market by the qualification certificates that
were still circulating. The auto industry had pledged to the VfW that
it would preferentially supply cars to the holders of these certifi-
cates. Yet complaints that this agreement was not being upheld pro-
liferated, especially in regard to the Volkswagen factory. In fact, in
mid-August 1948, Nordhoff had instructed some dealers to put off
the holders of these certificates because, after the currency re-
form, many of these customers were not in a financial position to
take on a vehicle. Volkswagen thus turned to other delivery obliga-
tions, particularly since a significant number of buyers, including
doctors, industrial enterprises, and self-employed persons had re-
ceived nothing under vehicle rationing. Nordhoff responded to the
accusation of the VIW by saying that the Volkswagen factory would
have to be able to deliver a greater number of cars that “were not

burdened with a mortgage of the Economic Administration.”*%®
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Regardless of the difficulties, Volkswagen production experienced
an enormous boost and supplying the domestic market developed
into one of its main businesses. The currency reform marked the
beginning of a new epoch at the Volkswagen factory. For the first
time, the company gained a direct influence over the distribution
of its increasing automobile manufacturing. While the demands of
the occupying powers dropped to 8 percent of the deliveries in the
second half of 1948, production for the civil demand blossomed.
Free-market buyers rose to the top with 74 percent of sales, fol-
lowed by public establishments with 15.1 percent, the health sector

with 8 percent, and the energy and heat sector with 2.9 percent.**®

Quality Policy and Cost Reduction

With the currency reform, the Wolfsburg manufacturer entered
the competitive market — a sharp break and new territory for the
Volkswagen factory, which had been conceived of and established
under National Socialism as a Ford-style factory but not as a com-
mercial enterprise. Nordhoff perceived the Volkswagen factory as
an exceptional case in that “it never had to bear itself up against the
competition,” which is probably why even the management stem-
ming from the prewar period exhibited no well-developed cost
awareness. Nordhoff assessed the competitiveness of the Beetle

to be different on the domestic and export markets: Whereas he
considered the design “still unparalleled,” he demanded great care
in the workmanship in order to raise the product quality. His judg-
ment of the price of the car, however, was harsh and clear:
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not competitive. He considered the main cause for this to be the in-
sufficient utilization of the plant’s enormous capacity. In this, the
currency reform had a cost-reducing effect because it raised the
production volume within a very short time above the 1,500-cars-a-
month mark set by Nordhoff. The second factor that made the car’s
price too high was the low productivity: at 200 hours per car, the
production times for the Volkswagen Beetle were twice as high as
those of comparable competitors’ vehicles. Thus, the general man-
ager demanded the workers to reduce the production time by 140
hours and to mobilize all their reserve capacities.**°

These drastically necessary cost reductions were to be achieved by
raising productivity as well as by cutting the size of the administra-
tion and simplifying organizational procedures. Nordhoff was a
good choice for these tasks as he had “for years led the indisputably
most efficient European automobile factory,” as he told the work-
ers with typical self-promotion in a speech on May 25, 1948.4'* The
General Manager ended the phase of improvisation that had been
necessary during the economy of scarcity. In addition, he focused
on orienting product policy toward the coming competition: on the
one hand, by continuously increasing the quality of the Beetle, and,
on the other, by expanding the model palette, which consisted of

a single type of car. Nordhoff had fulfilled what was probably the
most decisive prerequisite for this when he restructured the Tech-
nical Development Department starting in April 1948. In 1949, an-
other important step followed the previous year’s expansion of the
Department. New machinery put the experimental facility in a posi-

tion to carry out new development without outside help.**?

131



Technical Development became the crux of Nordhoff’s product pol-
icy. Despite the quality gains achieved by the end of 1947, his wide-
ly circulated assessment of the Beetle — that it had more faults than
a dog has fleas — was no exaggeration. Many of the flaws taken care
ofin 1948/49 had been tackled before but had not been satisfacto-
rily resolved for the coming competition. Among these, for exam-
ple, was the Beetle’s difficulty starting cold, which Nordhoff attrib-
uted to the rather primitive carburetor production. The Technical
Development Department was asked to solve this problem with the
manufacturer Solex as quickly as possible since export to Scandina-
via was planned for the fall. Another rather small fault was easier

to fix but had a large and visible effect in Nordhoff’s eyes: “The
Volkswagen has the worst headlights of all German automobiles.
Consequently, no car is as unpleasantly blinding to oncoming
traffic as the Volkswagen.”*!* He suggested to the Technical Devel-
opment Department that the probable cause of this was the angled
position of the outer lenses, which elicited a bad reflective effect;
in addition, he pointed out that the headlights and Bilux bulbs were
possibly of poor quality.

Nordhoff made the further development of the Beetle a matter for
management. Pursuing a product strategy based in cost awareness
and market orientation, he transformed the Type 11 bit by bitinto
an internationally competitive vehicle. With an eye on the competi-
tion, he stopped the installation of new seats intended for the
standard model because he did not consider it necessary for the
Beetle’s seat quality to be better than that of the models that had
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established themselves in the middle class, the Opel Olympia and
the Mercedes 170 V. The already ordered material was to be used in
the Volkswagen’s export version. For the standard model, Nordhoff
envisioned a seat that would improve quality by being manufac-
tured with more care without raising costs.*** The previous month,
the General Manager had approved Technical Development De-
partment head Haesner’s suggestion to replace the safety glass in
the rear window — which was not required by law — with simple
plate glass. With the production quantity calculated for 1949, the
estimated savings of 2.43 DM per car added up to 100,000 DM.**

Cost neutral quality improvements, on the one hand, and savings
without visible quality reductions, on the other, were the compo-
nents of Nordhoff’s product strategy. At its core, however, Nord-
hoff’s product policy aimed to raise vehicle quality while also
reducing costs, which required extensive technological moderniza-
tion in some manufacturing areas. This was especially true of the
press shop, which Nordhoff described as “tin-smithing” after in-
specting it at the end of 1948. In his status report on the shop sent
to Steinmeier on December 23, the General Manager complained
of its lack of cooperation with the Planning, Purchasing and Con-
struction Departments. Aside from the poor lighting, the electrical
shop that resembled an “alchemist’s kitchen,” and the general lack
of order and cleanliness, Nordhoff regarded the fundamental
weakness of the press shop as the fact “that for tool-making too lit-
tle and for manual work too much is spent.” With the large quanti-
ties produced at the Volkswagen factory, top-quality equipment was



Grinding Auto Body Shells

cheaper, he said, “than always hiring new tin-smiths who try to
with arduous hammer strikes and grinding work to correct what a
proper facility could have falling ready-made from the presses.”**¢
Nordhoff anticipated savings in the millions if the factory succeed-
ed in transforming the tin-smithing characterized by an unwieldy
production process into an efficient auto body press shop. Two
things were needed for this in his view: more efficient toolmaking
with good designers, modern manufacturing methods, and high
quality standards, as well as true cooperation between the above-

mentioned departments.

For the coming year, he ordered the logistic link to the press shop
to be changed so that trains and trucks could reach it simultane-
ously. This was one of several instructions for improving the pro-
duction process that Nordhoff wanted production planners to take
into consideration for 1949. Moreover, he assigned the Technical

Management with the tasks of dividing the chassis into assembly
groups, of joining the final assembly of auto bodies and the paint
shop together in Hall 3, of moving auto body shell assembly to Hall
2, and of splitting the paint shop from the chrome shop since that

was the only way to achieve flawless paint jobs.*’

Even though Nordhoff pursued the further development of the
Beetle in a significantly more systematic and accelerated manner,
some quality issues still took too long to resolve. Above all, the de-
lays were caused by the Technical Development Department being
literally inundated with suggestions for change, as well as by the
overly broad experimental program, which prevented it from find-
ing quick solutions to the most urgent problems. In April 1949,
Nordhoff intervened, distinguishing the important from the unim-
portant changes, and reminding the department to give more con-
sideration to economic perspectives. This was why precalculation
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was soon to be implemented in the development process. Until
then, Nordhoff suggested to the manager of the Technical Develop-
ment Department that the unit “only change and test what is abso-
lutely necessary.” In addition to the bad brakes, the General Man-
ager regarded as “really burning issues” the exhaust valves that
would not stay on, which seriously jeopardized the reputation of
the Volkswagen, the rear axle that was not tight, the juddering
clutch, the poor quality of the clutch discs, the front axle that did
not perform well in the suspension, road-handling and directional
stability, the rear bumper, and the heater switch that did not work.

Even though Haesner was not directly responsible for all of these
points, he got the assignment of overseeing the implementation of
these changes and of coordinating the cooperation they required
in order to remedy these faults by July 1, 1949. Because: “We (...)
will be able to build the VW for a long time yet in its present form if
we eliminate these faults quickly and thoroughly. It would cost a
fraction of what new developments do and, moreover, has a better

result.”*®

The defects were eliminated on time and to Nordhoff’s satisfaction.

He test drove several cars from the last production cycle and char-
acterized them as “very well made.” However, he did notice a seri-
ous quality problem in all of the tested vehicles, “namely, that they
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had practically no brake action at all, so that I would describe the
cars as downright dangerous in traffic.” Compared to the Opel
Olympia, the Volkswagen had only 10 percent of the brake action,
according to Nordhoff. The Technical Development Department
was instructed to address the problem from three angles: by
achieving greater precision in production, procuring better brake

pads, and by making other design changes.**’

In September 1949, the Technical Development Department was
negotiating with two brake manufacturers, although it favored the
Teves design. The new brake system had already been tested and
was simpler to build than the Pleines Brake offered by the company
L. & C. Arnold, which required two brake cylinders on each front
wheel. The “Teves-Super-Bremse” (Teves Super Brake), on the oth-
er hand, with floating brake shoes, stood out because of its simplic-
ity and functional reliability; it made it possible to completely uti-
lize the active braking surfaces. In addition, Teves guaranteed that
their parts and their brake design would function flawlessly. In a
discussion with the brake manufacturer, the Technical Develop-
ment Department had already set the design details and had ar-
ranged for two hydraulic brake systems to soon be made available
to the Volkswagen factory and used experimentally on the export
model and on the almost completely developed van. Nordhoff ex-
pected a quick agreement with Teves and set March 1, 1950, as the
date for implementing the new brake system.*°



Plattenwagen

Expansion of the Model Range

The return of the market put both the further development of the
Beetle and the expansion of the array of products on the agenda.
Three new models — two convertibles and the transporter — had
been initiated after the currency reform when civilian demand
dictated the business. Only now did the company find itselfin a po-
sition to analyze the domestic demand more precisely with market
studies and to translate the market-driven requirements into its
model development. The sales organization, which worked closely
with customers, reported the demand for a small delivery vehicle in
German trade and commerce, while Europe’s reconstruction gave
this sort of vehicle considerable potential on the international
market as well. Preliminary ideas for the design of a small delivery
vehicle already existed. Inspired by the Plattenwagen built for in-
ternal transportation needs at the Volkswagen factory, the Dutch
general importer Ben Pon had drafted a sketch of a truck with a

loading capacity of 750 kg in a talk with Colonel Radclyffe in April
1947.%21 This sketch, in a way, marked the birth of the Type 2 mod-
el, although itis open to question whether this draft drawn with a
few strokes truly formed the conceptual foundation for the vehi-
cle’s development, which probably began in November 1948.4%2 In
any case, the styling of the new model followed the “modern design
tendencies” of foreign manufacturers, whose models exhibited the
following characteristics: the greatest possible utilization of the
vehicle floor space for loading and body structures tailored for mul-
tiple uses. Haesner named the Dodge Route Van or the Express
Delivery Van introduced by Chrysler in 1948 as exemplary models.
He was the right man for developing a small transport vehicle as

he had previously worked as the chief designer at the Saxon auto-
mobile manufacturer Phdnomen in Zittau, which had made light
trucks in addition to motorcycles.*?3
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From the point of view of costs, it made sense to use the technical
foundation of the Beetle in designing the Type 29; moreover, this
would shorten the development time. Thus, Haesner, Kales, and
Ringel agreed to develop an auto body shape that was as simple and
cost-effective to manufacture as possible and to place this on an
only slightly modified Beetle chassis. The first wind tunnel tests
carried out at the Technische Hochschule in Brunswick where the
first prototypes were sobering; with a drag coefficient of 0.75, the
designers needed to significantly improve the aerodynamics. But
this was the smaller problem: after 10,000 km of test-driving, the
first prototype revealed that the undercarriage adopted from the
Beetle could not withstand the heavier loads. So the Technical
Development Department had to go back to the drawing board.*?*

In March 1949, designers embarked on developing a new auto
body as well as a chassis, and they had to decide between two tech-
nical concepts: a unitized body or a frame construction. Looking at
what automakers in the U.S. were doing only helped somewhat.
There, both types could be found in the newest models, and experts
were divided on which was the better concept.*?® The Technical
Development Department elected to continue the model’s develop-
ment with a unitized body, even though the German automobile in-
dustry had little experience with this. This meant that the central
tubular platform frame of the Type 11 was replaced with a floor
assembly of sturdy frame sections. This design — with enlarged
brakes, a stronger front-wheel suspension, and larger bumpers, as
well as the countershaft transmission on the rear wheels that was
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used in the jeep — formed the undercarriage of the Type 29. The
main characteristic of the new body shape was the curved front end
that not only improved the aerodynamics but also made the car
more comfortable by enlarging the footwell.*?® It was indicative of
the Technical Development Department’s efficiency that a proto-
type almost ready for serial production was available in mid-Sep-
tember 1949. The new design helped lower the drag coefficient
from 0.75 to 0.44, which approached that of the Beetle (0.39). This
reduced fuel consumption and doubled the acceleration values.
“With this,” Haesner observed, “it seems that, on the Type 29, the
attainable optimum has been reached for a delivery vehicle with

the greatest utilization of space.”*?”

Whereas the Wolfsburg company developed the transporter on its
own, the convertibles resulted from a cooperative process that di-
vided the labor with the auto body firms Karmann and Hebmidiller.
Volkswagen supplied the chassis, body shells, components and
parts; the auto body makers designed and manufactured the body
structures in close coordination with the Technical Development
Department of the company. Open versions of the Beetle had been
built in small numbers even before the war, and the British factory
management, too, had expressed interest early on in this sort of
model. At the end of November 1946, Hirst sought information
about the delivered prototypes that, up to then, the auto body mak-
ers had been commissioned to produce, asking also what the unit
price would be for a small batch and how many the companies
could supply per month. By then, the auto body firm Karmann lo-



cated in Osnabriick had delivered two prototypes, and the auto
body plant Karl Deutsch GmbH had delivered one. The further de-
velopment of the company, which was struggling with worsening
material shortages after production had been shut down for three
months, made any thought of serial production obsolete. Instead, a
few more individual units were produced in 1947 when the British
custodians ordered them until Nordhoff took on the matter, pursu-
ing the systematic development of a convertible.

Nordhoff felt that the previously built prototypes were not suitable
for serial production, and he criticized the aimlessness of the de-
velopmental work that had already been done. Although he typical-
ly urged haste, on this issue, he did not wish to rush anything to
prevent “rings being run around a car in the workshop in the fash-
ion typical up to now, without anyone knowing which way he wants
to £0.7%?8 As he told Haesner in May 1948, there needed to be com-
plete clarity about a concept before the Volkswagen factory under-
took the manufacture of a convertible. The question of whether ma-
terials were even available for an open version of the Beetle would
have to be considered in the decision-making process.

The convertible project began at the end of 1948 with two parallel
developments: Karmann was commissioned to design a four-seat
vehicle, and Hebmiiller, an auto body maker in Wiilfrath, was com-
missioned to design a two-seater. This established competition be-
tween the two firms, which put Volkswagen in a good position for
negotiating prices and limited its risk of coming out of the deal
empty-handed if a company developed a bad design. Nonetheless,
Volkswagen hoped from the beginning that both development plans
would come to fruition, expanding the model range with two differ-
ent convertible designs.

Anumber of problems had to be addressed before these models
were ready for the market: For example, the test vehicle Hebmiiller
presented on March 21, 1949, had significant faults in the floor as-
sembly, the doors, the front and rear sections, as well as in the top
—all of which, “except for small details,” had been eliminated in
the second prototype. After this, Feuereissen requisitioned a third
prototype that matched the “future serial standard” including the
“final strengthening of the design without any deviation.”*?° On
June 9, 1949, Hebmiiller received an order “to manufacture 675
convertible body forms (...) according to the guidelines set by the
Technical Development Department of the Volkswagen factory and
to mount them on the chassis supplied by the Volkswagen facto-
ry.”*3® The Volkswagen factory made 200,000 available to the firm
to get set up with the necessary tools and equipment, as well as to
pay the design and development costs that had accrued since April.
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The Convertible Models by Karmann (front) and

Hebmuller (back)

Doubts about whether this cooperative arrangement could be sus-
tained cropped up when Chief Inspector Orlich went to Wiilfrath to
check the quality of the vehicles produced there and assessed it as
poor. In his view, the workers had not been adequately trained in
the manual tasks to produce a convertible that met Volkswagen’s
standards. In order to avoid difficulties with the dealers and cus-
tomers, Orlich recommended that the Volkswagen plant switch to
manufacturing the convertibles itself as quickly as possible. The
problems grew worse when a fire on June 23 damaged the Hebmiil-
ler factory so severely that the company could not meet its delivery
obligations. Up to this point, Hebmiiller had delivered 53 convert-
ibles and 236 police patrol cars. The parties to the contract agreed
to complete the production of the 43 semi-finished convertibles.
Forty of the 82 chassis from Volkswagen that had survived the fire
undamaged were transferred to Karmann for further process-

ing.*3!
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Volkswagen’s two-track development of the convertible now turned
out to be advantageous. In mid-April 1949, Karmann had present-
ed its four-seat prototype, which Nordhoffliked. The company was
then commissioned to build a convertible for the Testing Depart-
ment based on the new export model. The two prototypes delivered
in June 1949 bore defects in the doors, the tailpiece, and in the
canopy; Karmann fixed these faults, presenting a new prototype to
the Wolfsburg Testing Department that ran for 15,000 km without
any issues. On July 22, Karmann began production on 25 display
cars ordered by Volkswagen, and on August 1, 1949, it received

a contract to manufacture 1,000 convertibles at a net unit price

of 1,900 DM. Just like Hebmiiller, Karmann got an advance of
200,000 DM to make tools and equipment that was to be repaid
with a discount of 200 DM per auto body.*?



Assembling the Sedan, 1950

Aside from developing the new models, the Volkswagen factory
management focused in 1949 on reducing manufacturing costs.
Based on planned sales of 40,000 vehicles, it issued an extensive
cost plan for the first time that allocated firm budgets to individual
departments. With this, the company had a better overview and was
better able to control the internal expenditures — an indispensable
requirement for increasing its competitiveness on the domestic
and international markets. The new cost control system already
generated positive results by the end of the year: the manufacturing
costs of the standard Beetle dropped from January to December
1949 from 3,312 to 3,072 DM per vehicle, which made them nearly
200 DM cheaper than budgeted. The export model introduced in
July, too, with a decrease of 138 DM in the manufacturing costs,
cost less than had been budgeted for it through the end of the year.
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Under Nordhoff’s leadership, the Volkswagen factory had been
able to enter the domestic and European markets in 1948/49 suc-
cessfully. His appointment paid off for the British. Their interest in
exporting was integrated into a volume-oriented company strategy
that attached great importance to the foreign sales in light of the
weaknesses of the domestic market and of the available capaci-
ties.**3 In this respect, both actors worked in concert, even though
they did so for different reasons. In 1948/49, the Volkswagen
factory was the leading exporter among German automobile
manufacturers, which benefited the company and the custodians.
In addition, Nordhoff strengthened the company’s efficiency and
competitiveness, especially by implementing the functional organi-
zational structure, the measures to reduce costs, the product strat-
egy aiming to improve quality, and by enhancing the organization
of sales and customer service. In all of these areas, he was able to
tie in to work that which had already been done. The expansion of
the array of models, on the other hand, originated with Nordhoff,
contributing to the competitiveness of the company. In 1949, the
Volkswagen factory was able to upgrade its status in foreign mar-
kets and reinforce its leading position in the domestic market.
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In the home market, the Volkswagen Beetle already enjoyed great
popularity, even though only a relatively small number had been
sold to private customers. The Bielefeld market research institute
EMNID came to this conclusion based on its “Analysis of Public
Opinion on Questions of Automotive Engineering” conducted in
the summer of 1949, supporting the “perceived popularity of the
Volkswagen” with numbers. The key question the analysis had
asked of a wide circle of interested parties — principally car owners
and drivers, automotive mechanics and dealers — read as follows:
“Which personal vehicle being built again today do you consider,
independent of its size category, to be the best of its type?” Forty
percent of respondents chose the Volkswagen, 24.1 percent the
Mercedes, 21.7 percent the Opel. Ford with 7.6 percentand BMW
with 5.1 percent brought up the rear. In addition, the question of
which car line was the nicest, the answers to which were sorted by
job sector, indicated that the sedan “was certainly something like

a Volkswagen.”**

The export model (Type 11 A) that was presented in 1949 disclosed

the developmental potential that was hiding in the standard Beetle.

This model had upscale amenities and also technological innova-
tions. The same was true of the two convertibles, which upgraded
the product line with their sportiness and elegance and, along with
the export model, brought more glamor to the brand. In early July
1949, Volkswagen tested public response to the new models with
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special exhibitions — which doubled as opportunities for publicity -
on all of its wholesale lots. The convoys from the wholesale sites to
the dealerships, in any case, did not fail to make a splash, causing
orders to abruptly soar.**® An appraisal of the exhibitions in Essen
and Cologne determined that Volkswagen had underestimated the
demand for the export model. 70 to 80 percent of those attending
the exhibitions favored Type 11A, and more than half preferred the
car color green. For the standard version, respondents preferred
the color gray, whereas black had almost no appeal. In the case of
the black convertibles, as well, customer opinion indicated that the
color of hubcaps should be switched to ivory.**®

The special exhibitions and the Sales and Customer Service De-
partment assessment of them signaled that Volkswagen had cor-
rectly read the spirit of the times. Market competition placed new
demands on the company, which made various efforts to orient its
products to the customers and to become a brand that customers
associated with specific attributes. The structural differentiation of
the sales and customer service sector in the summer of 1948 served
this purpose. Two new departments were integrated, which were
in charge of advertising and “Sales Statistics and Market Analysis,”
respectively. The latter became increasingly important in 1949
because it provided the company and the sales organization with
detailed information about Volkswagen customers, competitors’
development, and the state of the domestic market.**”



Targeted product advertising was in no way necessary at this time
because the demand was growing and delivery times for the Beetle
stood at seven to ten months. Thus, the new units of the organiza-
tion created to support sales were preventive measures the compa-
ny used to arm itself for keener competition.**® But the Advertising
Department was not idle. It provided the growing sales structure
with the “Volkswagen Information Service,” with brochures, post-
ers, photos, and other means of advertising, including 2,185 signs
with the label “VW-Dienst” (VW Service), which constituted the
first step toward generating a uniform corporate image for the
brand. In addition, the Department organized 150 screenings of
the film “Kleiner Wagen — grofie Liebe” (Small Car — Big Love),
which advertised the Volkswagen Beetle in an entertaining way and
was a big hit according to the dealers.**? All of these efforts proved
that Volkswagen had truly entered the market.

5.3 Putting the Company in German Hands

Ata discussion at the Volkswagen factory on June 3, 1947, Property
Control Officer Neal broached the subject of the legal form the
company would take in the future. Shortly beforehand, he had gone
to the headquarters in Berlin and discovered that the British au-
thorities intended to put the factory in German hands. The sugges-
tion that he himself submitted provided for the factory manage-
ment to be transferred to a directorate of custodians. The company
management was to be accountable to a committee of representa-
tives from the highest governmental offices, the unions, the state
government, the banks, and local interested parties.**°

With this, Neal more or less reproduced the solution that the Prop-
erty Control Branch had sent notice of, although he took it a step
beyond this model preferred at the time by including the participa-
tion of banks and communal interests. The trust company that was
to be formed was to include representatives from the state and
federal governments, and the Board of Directors was to have repre-
sentatives from the union and the various state governments. The
Property Control Branch’s strict vote for a public company was
remarkable in that it constituted a certain continuation of the origi-
nal company form. However, the Property Control Branch’s effort
to make the Volkswagen factory an example of a democratically
controlled industrial enterprise was rejected by the Industry Divi-
sion, which did not agree with the socializing aspects of the idea.***
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It probably would have been easiest to follow the provisions of
Control Council Law No. 50, which had been passed in April 1947,
and to hand all the assets of the German Labor Front over to the
respective state governments, as long as they did not belong to a
union, cooperative association, or charitable organization. But the
Military Government expressly excluded the Volkswagen factory
from the directive and kept control of it for itself. One reason for
this was the rights to ownership that the German unions had re-
claimed. These rights were based upon the principal argument that
the German Labor Front, and with it, the Volkswagen factory, had
been built up with assets confiscated from the unions broken up

in 1933.%42 Although the Military Government did not share the
unions’ point of view and Directive 50 offered leverage on this
issue, it did not definitively reject the claim but left it unresolved.
Former participants of the KdF (Strength through Joy) savings

plan also made demands, seeking the delivery of a total of 267,000
Volkswagens or the return of their savings deposits, which

would have driven the Volkswagen factory into bankruptcy. The
“Volkswagensparer” (VW Savers) filed a class-action lawsuit in
May 1949, triggering a costly civil case that was settled by means of
a compromise only after 12 years. This case constituted a further
reason for the Military Government to maintain the status quo until
a German federal government that was about to be formed could
get the ball rolling on these issues.**?

In July 1949, the Property Control Branch offered the state of
Lower Saxony direct control of the Volkswagen factory. But the
incumbent coalition government under the Social Democratic
prime minister Hinrich Wilhelm Kopf declined on account of the
uncertain liabilities of the company. Instead, it preferred to take
on the role of a custodian under the auspices of the future federal
government.

Kopf’s stance changed after the parliamentary elections in Septem-
ber 1949, which brought a conservative administration under
Konrad Adenauer into office. This was because Social Democrats
feared that the control of the factory would be transferred to Feder-
al Minister of Economic Affairs Erhard, so thatit would be crushed
by liberal economic policy. The state government reclaimed re-
sponsibility for the factory, explaining that this would be a test case
for the division of authority between the federal and state govern-
ments. The British Military Government responded to this demand
with Decree 202, which transferred control of the factory to the
state of Lower Saxony on the condition that it be exercised together
with and under the direction of the federal government. With this,
the British Military Government had made a “masterpiece of ambi-
guity,”*** delegating the Volkswagen factory to two different author-
ities without making a clear decision about the question of owner-
ship.
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Transfer of the Volkswagen Factory to the

German Federal Government, October 1949
(from right to left: Erhard with Radclyffe,
Nordhoff, Haverbeck)

Conflicts between the Federal and State Governments

The first tussles about authority already cropped up in the run-up
to the official transfer. On September 27, 1949, the Hamburger
Abendblatt reported under the headline “Return of Reich Property
— the Volkswagen Factory in German Hands Again” that Minister of
Economic Affairs Erhard would take over the custodianship of the
Volkswagen factory on October 1.%*> As the Welt reported three days
later, government circles in Lower Saxony were estranged by not
having been invited to this event. Fearing that the state government
had been passed over, the Lower Saxon Minister of Finance, Chris-
tian Democrat Georg Stickrodt, demonstratively had the Lower
Saxon flag raised.**® These tensions marked the prelude to a ten-
year conflict of ownership between the federal and state govern-
ments, in which both sides laid claim to being the sole owners of
the Volkswagen factory. Whereas the one side relied on the legisla-
tive powers of the federal government and hoped to resolve the
ownership question in its favor after the legal framework had been
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clarified, the governing coalitions in Hanover invoked occupation
law. In their understanding of the law, Volkswagenwerk GmbH, as
a Nazi organization, had been dissolved and its assets had been
transferred to the state of Lower Saxony.**”

But not only was there conflict between federal and state govern-
ments on the eve of the company’s transfer: a controversy also
arose within the federal government between the Federal Ministry
of Economic Affairs and the Federal Ministry of Finance, which
would play an important role in the later debate about the privati-
zation of the Volkswagen company. Referring to the press releases,
Federal Finance Minister Fritz Schiffer expressly pointed out the
unclarified ownership issue at the Volkswagen factory to fellow
Minister Erhard on October 4, 1949, reminding him to respect the
regulatory authority of his ministry. Lack of communication be-
tween the two ministries had given Schéiffer the impression that
Erhard wished to effect the immediate takeover of the Volkswagen



factory as a federal property. The federal finance minister coun-
tered this, with reference to British Decree 202, by emphasizing
that the ownership question could only be resolved by a future fed-
eral law and that one should avoid giving the impression that the
federal government wished to make final decisions. Otherwise,
Schéffer expected there to be political attacks from the German
Confederation of Trade Unions, which asserted equal claims to the
former company of the German Labor Front. After discussing the
matter with his state counterpart Stickrodt, Schéiffer advocated that
the state of Lower Saxony should take over the company, and he ad-
vised against a minister or state secretary taking part in the official
event as a representative of the federal ministries involved.*®

But Erhard was not going to forego personally attending this oppor-
tunity for effective publicity, particularly since it was to take place
in his ministry. He and Lower Saxon Deputy Assistant Under-Secre-
tary Edgar Haverbeck were present when Colonel Radclyffe handed
the custodianship of the Volkswagen factory over to the federal
government on October 8, 1949. The federal government, in

turn, then transferred the administration of the company - to be
exercised under its authority — over to the state of Lower Saxony.

A CCG memorandum about the official act listed the assets of the
Volkswagen factory: with a workforce of about 10,000, monthly
production amounted to 4,000 to 5,000 vehicles; business pros-
pects were good; the cash reserve had accrued to above 30 million
DM since the currency reform and everything seemed to indicate
that the Volkswagen factory under Nordhoff’s leadership would
enrich the West German economy.**

Way Ahead of the Competition

The Volkswagen factory’s transformation into a commercial enter-
prise effected under British control gave the company a respectable
competitive edge: Opel only introduced the postwar Olympia in No-
vember 1947, Ford produced the first 571 autos of the Taunus type
in 1948, and Daimler-Benz reached the 1,000-vehicles-a-month
level in the production of its 1.7-liter model in February 1949.4%°
However, Volkswagen’s leading position was only partly due to its
own development. Rather, Ford and Opel lagged behind because
the parent companies in Detroit were reserved and undecided.
General Motors gauged the prospects of the German automobile
market rather pessimistically and, only reluctantly and without any
plans for investment, resumed control of Adam Opel AG. The Ford
Motor Company was equally skeptical about the market develop-
ment in Germany, and its wait-and-see attitude gambled away the
favorable starting conditions of its Ford factory in Cologne, which
were comparable to those of the Volkswagen factory. Consequently,
the bulk of the monetary assets that the German branch had ac-
crued fell victim to the currency reform, and the subsidiary did

not succeed in obtaining the necessary funds for expansion from
Detroit.**?
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Transporter Prototype, 1949

The postwar development at Volkswagen, Opel, and Ford was re-
flected in their respective market shares in 1949. The Volkswagen
factory more than doubled its sales from the previous year to
45,869 vehicles. While production for the Allies was discontinued,
the deliveries for the domestic market tripled to 38,698 cars, giving
the Wolfsburg company a market share of 45 percent, followed by
Opel with 22 percent, Daimler-Benz with 19 percent, and Ford with
13 percent. The competitors’ — and especially Opel’s — ability to
gain ground lay in the seven to ten-month waiting periods for the
Volkswagen Beetle. The Volkswagen Corporation carried about
31,000 sales orders over into the next year, including around 3,000
orders for the two convertibles. By the end of 1949, Hebmiiller had
only delivered 338 two-seat vehicles, and Karmann had supplied
only 363 four-seaters.**?
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With Volkswagen the only passenger car manufacturer in the early
occupation period, the fleet customer business more or less fell
into its lap. It became the preferred supplier for the Reichspost
and the Reichsbahn, and as the agencies were interested in a fleet
of uniform type, this promised to be an expanding business. In
addition, there were the special-purpose vehicles: the ambulance
as well as the police patrol car made in cooperation with Hebmiil-
ler.**3 In the export business, too, the Volkswagen factory played
the first fiddle for the British thanks to its role as procurer of for-
eign currency, even though the export quota for 1949 dropped to
16 percent on account of a dollar gap in European countries. In
absolute terms, however, the export figures rose to 7,128 vehicles.
Of these, 2,385 went to Belgium, 2,039 to the Netherlands, 1,876
to Switzerland, 376 to Sweden, 242 to Denmark, 145 to Luxem-
bourg, and 14 to Austria.***



Notyet reflected in these sales figures was the new Volkswagen
model, which was to significantly enrich the product line and tap
into a new market segment. But the transporter was ready and was
presented to the public in November 1949. Before this, Haesner
had listed the salient characteristics of the Type 29 for the Sales
and Customer Service Department in a thorough product descrip-
tion. These included a modern design, possibilities for a variety

of uses, a high hauling capacity, nimble and maneuverable in city
traffic, durable and fuel-efficient on long trips, economical to
maintain and care for, and reliable even on poor roads as well as in
the mountains: “All in all: A utility vehicle with universal practical
value for transporting any products to any place.”**> Even though
this summarizing assessment was rendered in advertising lan-
guage, the characteristics that Haesner emphasized were consis-
tent with the product. Conceptually, the transporter manufactured
from March 1950 was, in many respects, an innovative and trail-
blazing vehicle with which Volkswagen was able to position itself
well in the rapidly expanding market segment of small transporters
both at home and internationally.

Nordhoff had every reason to feel confident because “when
automobiles are discussed today in Germany, one means the
Volkswagen.”**® As an enterprise administered by the British, the
Volkswagen factory was rushed into a pole position from which it
took off in the emerging German automobile society to enjoy na-
tional as well as international success. Perhaps Volkswagen really
is, as the later CEO Carl H. Hahn said with an ironic wink, “the
most successful car company ever to have been founded by the
British.”*%”
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6. Outlook




Hahn’s Bonmot fittingly describes the further development of
Volkswagen. As the leading manufacturer in the German automo-
bile industry, the public company became the engine of the eco-
nomic miracle and the greatest foreign currency generator in the
country. Between 1949 and 1954, vehicle sales increased by a fac-
tor of six from about 46,000 to 246,000 vehicles. Around 44 per-
cent flowed primarily into the European export business.**® The
company’s rapidly increasing capacity utilization and profitability
formed the financial basis for its “Americanization,” which began
in 1954. With a technological restructuring oriented toward Ford-
ism, Nordhoff sought to gain access to the productivity of the U.S.
automobile industry. But the model was not copied 1:1, particularly
since the “Detroit automation,” as displayed in Ford’s new engine
factory in Cleveland, made more flexible production methods diffi-
cult to employ and was the focus of criticism in 1954. Rather, what
emerged at the Volkswagen factory was a typical German version
of Fordism. At its core, it was based on a symbiosis of American
methods and the dominant German model of diversified, quality
production, along with the historically developed system of labor
relations. This included cooperation between the management
and the workforce that divided the control over the work place.**°
Adapting Fordist technology and organizational structures and the
expansion of domestic capacities together provided the framework
for the company to make the necessary progress in production and
increase in quantity to continue to grow. Supported by exports, this
growth course allowed Volkswagen to succeed in the U.S. market.

By 1960, Volkswagen had taken on the structure of a multinational
corporation, selling nearly 890,000 vehicles that year. The export
ratio made up 57 percent: every second exported German vehicle
was a Volkswagen.*¢°

What part did the British play in this “Wolfsburg miracle?” Their
contribution should not be underestimated. The results of this
study indicate that the company’s “lane change” towards becoming
a commercial enterprise was fundamental, allowing it to take ad-
vantage of the igniting force of the currency reform and to embark
on alasting period of growth in 1949. Thanks to British initiative,
the sales and customer service network was enlarged, so that in
1948, the company could begin to use this to tap into the domestic
market. In addition, under adverse circumstances, Hirst estab-
lished a quality policy — one Nordhoff carried forth by other means
—that gave the Beetle a good reputation early on in the European
market. The British paved the way for this with their export policy,
to which Nordhoff was able to seamlessly tie in his world-market-
oriented growth strategy. It could be that the tremendous capaci-
ties, which derived from the founding principle of the company,
and the weakness of the domestic market made this sort of strategy
virtually inevitable. Yet implementing this strategy by means of
bilateral trade agreements and on a world market shaped by the
dollar gap would not have proceeded at the same pace if the British
had not been so interested in exports.
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The same is true of the development for serial production that hap-
pened under British control. By no means did this constitute mere-
ly reconstructing a modern production apparatus that was largely
intact at the end of the war. Rather, it involved regenerating an effi-
cient production process that had been handicapped by war dam-
age and the economy of scarcity. This entailed new construction
and required the fundamental reform of the company’s organiza-
tional structure, which had taken on a functional shape by the end
of 1947 despite all the difficulties. Nordhoff was able to build upon
the basis of these technological and organizational changes, and,
in 1954, to finally begin the conversion to Fordist technology. In his
public appearances, the General Manager liked to invoke the chaos
that he began to rein in, which fit with the foundational legend of
the Volkswagen factory. Yet it did not match the reality of the com-
pany at the beginning of 1948.%¢* The British encountered chaos
when they made the conversion of the former armaments factory
their task after placing the production order in August 1945. On
the other hand, the company that they entrusted to Nordhoff’s
leadership in 1948 was, for the most part, already viable on the
market and, as Hirst later reflected, probably would have become
successful under any other leadership as well.*¢?
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Last but not least, when one looks closely, it becomes apparent that
the industrial relations in this economic miracle company were
shaped in the British period. On the workforce side, Hirst’s con-
cepts of workplace democracy and Miinch’s cooperative leadership
style blazed the trail for consensus-oriented coordination of inter-
ests. This advanced the democratization of labor relations and was
reflected in the participatory company agreement of 1947. In terms
of a co-determination policy, the Nordhoff era represented a step
backwards, which the custodians unwillingly contributed to in that
their retreat from business operations more or less transferred au-
thority to Nordhoff. He then was able to fill this power vacuum with
a concept of leadership that was simultaneously social, paternal,
and autocratic. In doing so, he used the weak position of the Work-
ers’ Council among the workers as well as the continuity of the idea
of a company community. Only when Hugo Bork was elected chair-
man of the Workers’ Council in 1951 did the coordination of inter-
ests at the company once again take on the form that had crystal-
lized in the initial postwar years under Miinch.



The bottom line is that the developmental steps taken by the
British, either alone or in cooperation with the German factory
management, comprised a future-oriented contribution for the
Volkswagen factory’s rise in the 1950s. With regard to the British
roots of the quality policy and the cooperative work relations, in
any case, the “West German Fordism” at Volkswagen was not just a
German-American product, but also a Anglo-German one.*¢3
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