Cambridge University Press & Assessment

978-0-521-10119-6 — German Industry and Global Enterprise

Werner Abelshauser, Wolfgang von Hippel, Jeffrey Allan Johnson, Raymond G. Stokes
Frontmatter

More Information

German Industry and Global Enterprise
BASF: The History of a Company

The corporate history of BASF spans an era of German and international eco-
nomic history that began with the rise of the “new industries” as of the late
nineteenth century and continues today in their confrontation with the new
economy. This book examines BASF’s corporate governance, financial system,
industrial relations, system of qualification, and relation to other companies. A
corporate history of BASF promises more than an insight into the functioning of
an industrial organization. It also reveals the reasons for the extraordinary eco-
nomic dynamics of the German empire and the enormous expansion of the world
economy before World War I. BASF’s history stands at the center of Germany’s
wartime economy during two world wars and highlights both its strengths and
weaknesses. Just as the IG Farben trust helped support Germany’s course of
politicoeconomic autarky after 1933, so it was that BASF helped facilitate West
Germany’s startlingly quick return to the world market. BASF has since been
among the transnational companies whose efforts at the leading edge of eco-
nomic and technological progress are paradigmatic for Germany’s entry into the
new economy of the twenty-first century.
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Introduction by the Editor

1. FROM NEW INDUSTRY TO THE NEW ECONOMY

The corporate history of BASF (Badische Anilin- & Soda-Fabrik, founded in
1865), spans an era of German and international economic history that began
with the rise of the “new industries” as of the late nineteenth century and con-
tinues today in their confrontation with the new economy. BASF is one of the
pioneers of that “second economic revolution,” whose significance in the eyes
of Douglass C. North, a founding father of New Institutional Economics,
far surpasses that of other economic turning points such as the Industrial
Revolution. Ever since BASF was created in the midst of this revolutionary
upheaval, it has had a hand in actively laying the groundwork and shaping
the conditions of this stage of western economic life. The company embod-
ies a special symbiosis between business and scientific research, one that has
constituted the essence of economic value-added — and not only at BASF —
from the outset but also increasingly in the economy at large.

The new industries of the late nineteenth century long ago became main-
stays of the German economy. They now determine the tempo of growth,
sustain the labor market, and influence what happens on the stock market.
They are responsible for the leading role of exports as well. It is certainly
no exaggeration to say that the future of the German economy (and many
others) in the postindustrial age depends on the fate of these industries and
on their competitiveness on the world market. That link makes the history
of a company that is now nearly 140 years old an important chapter in a still
unfinished epoch of economic history. Like most companies of new industry,
BASF is among the pioneers of expanding global and transnational mar-
ket relations. This expansion started in the first decades of the company’s
existence. By the outbreak of World War I, the dimensions and dynamics
of the world market had already developed to a level not achieved again
until the second half of the twentieth century. Though the process known
today as globalization was repeatedly interrupted by two world wars and the
Great Depression, its intrinsic coherence remained intact. This point becomes
clearer from the company’s history than from a macroeconomic perspective.
BASF developed at the forefront of the process but was also drawn deep into
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2 Introduction by the Editor

the accompanying twentieth-century crises that characterized the economic
and political development of that period.

The corporate history of BASF therefore promises more than only a
glimpse into the functioning of an industrial organization that has held its
own on the market since 1865. It reveals a good deal about the reasons for
the extraordinary economic dynamics of the German empire and the enor-
mous expansion of the world economy before World War L. It permits one to
probe the origins and spread of the knowledge society, in which science and
research-based innovation have become the key determinants of economic
growth and social development. By the same token, BASF’s history stands
at the center of Germany’s wartime economy during two world wars and
highlights both its strengths and weaknesses.

BASF’s history also includes the era of IG Farbenindustrie AG, the trust
formed in the complex 1925 merger of the chief German manufacturers of
chemicals, pharmaceuticals, and dyestuffs. It was regarded as a pillar of Na-
tional Socialist arms policy and a key factor in the Nazi party’s push for
autarky after 193 3. For the interval from 1925 to 1945, it is not a matter of
seeing the story of IG Farben as a surrogate for BASF’s discontinuous corpo-
rate history. Such substitution is impossible for the very fact that BASF did
not exist as an actor in those years. The Upper Rhine works group that sub-
sumed its core factories had neither a managing board nor any other legally
relevant body to exercise discretionary authority within IG Farben. More-
over, BASF was split as a business unit because the corporate structure of IG
Farben drew a sharp line between Ludwigshafen and Oppau, a boundary
formed by two largely independent and, in some ways, even competing divi-
sions. Instead, the idea is to reconstruct BASF’s history within the greater
context of the corporate group. The way in which the corporate culture of
BASF emerged and developed through institutional competition within IG
Farben, especially in light of the politicoeconomic circumstances after 1933,
underscores that culture’s persistence, vitality, and ability to survive.

But the foremost advantage of writing the history of IG Farben from the
perspective of BASF is that the group’s entanglements in the Nazi regime’s
arms policy and pursuit of autarky — specifically in the system of forced labor
in Auschwitz — can be followed and understood more discerningly than hith-
erto possible. Without insight into the role of IG Farben in Ludwigshafen,
Oppau, and Leuna, one cannot decipher fundamental driving forces of the
Third Reich’s economy. Paradoxically, this assessment also applies to a quite
different episode of German history, the “economic miracle” after 1945, and
not only because of the dual-use structure of chemical production. Just as
it was the skills of IG Farben’s Upper Rhine operating group that enabled
the trust to support Germany’s course of politicoeconomic autarky by tech-
nical means after 1933, so it was that BASF soon stood again in the front
ranks of those who facilitated West Germany’s startlingly quick return to the
world market. BASF has since been among the transnational companies of
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From New Industry to the New Economy 3

German origin whose efforts to succeed at the leading edge of economic and
technological progress are paradigmatic for Germany’s entry into the new
economy of the twenty-first century.

To penetrate to the heart of BASF’s corporate history, however, one must
examine the way in which the company itself functions, must delve into
its corporate governance, financial system, industrial relations, system of
qualification, and relation to other companies in the same sector and to the
economy at large. What is the structure of BASF’s social system of produc-
tion and how is it changing? This question is central in each of this book’s
four sections, which divide the presentation of BASF’s corporate history into
phases of development. The answers in the “Farben period” (1865-1900) are
unlike those arrived at during the major syntheses (1900-1925) that molded
BASF’s high technical standard and technology-centered corporate culture.
The answers during the IG Farben period and its aftermath (1925-1952)
clearly differ from those given by the new BASF, which emerged in 1952-3
out of what was left of its operations in the IG Farben group. Equally im-
portant is the question about the decision-making processes involved. What
were the bases, methods, and results that together constitute the strategic
response the company makes to the development of its markets?

From the outset, we authors were aware of how difficult it would be to
address issues pertaining to specific epochs and still keep the whole picture
of BASF’s corporate history in focus. We therefore agreed that the unifying
element of our presentation would be the social system of production, of
which corporate culture can be considered the overall expression. The rules
and norms that shape how people think and behave in an organization —
those strengths and weaknesses acutely affecting a company’s success — are
not created by some abstract biological process of organizational aging but
rather mostly by incentives and rewards provided by the market. They also
determine the latitude for pursuing entrepreneurial strategies and limit the
discretionary freedom of top management. The separate eras in the history of
BASF have each helped bring about and shape the organization’s corporate
culture in a specific way, yet that culture’s abiding continuity allows the
company to transcend such temporal boundaries.

BASF’s interest in having independent historians analyze its corporate his-
tory ideally matched our desire to use BASF’s history in order to answer
pressing questions posed within the rapidly expanding field of corporate
history. They go far beyond the interest in the Nazi period that the public
has shown for some years now. The emergence of New Institutional Eco-
nomics as one of the most dynamic schools in the discipline of economics
has brought entrepreneurs and managers to acknowledge the significance of
institutions as cornerstones of corporate culture and as foundations for their
own scope of action. This perception is sharpening top management’s cog-
nizance of corporate history quite apart from anniversaries and memorials.
History matters!
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4 Introduction by the Editor

BASF not only funded the study of its corporate history, it also assisted
in any other way it could. The work is therefore based on a broad range of
sources. Of course, BASF’s own archive was the primary source consulted.
The organization granted our request for unrestricted access to all the mate-
rial. It even released files that had not yet been catalogued, mainly the minutes
of managing board meetings of BASF AG from 1953 to 1975, which furnish
a complete record of the decision-making process behind the organization’s
corporate policies. For subsequent years, BASF applied the rules governing
public archives, under which their documents remain closed for thirty years,
even for research purposes. The company facilitated our work by providing
the project with a competent and committed team of historians and archivists
directed by Dr. Lothar Meinzer. We sincerely thank him and his colleagues in
the archive: Dr. Susan Becker, Jutta Kissener, Dr. Christiane Pfanz-Sponagel,
Dr. Kristina Winzen, and Annette Wolpert. However, we authors alone are
responsible for the results of the work. We state unmistakably that BASF
is the subject of this study and was not itself involved in the scholarly in-
vestigation of its history. On the contrary, the company gave — and strictly
honored — its express pledge not to influence the work of the authors and the
editor. The present study is anything but self-aggrandizement on the part of
BASE. To suspect otherwise would be a gross misunderstanding.

The authors and the editor are also indebted to those outside BASF who
were involved in bringing about this work. We are grateful to Anne Stokes
(Glasgow) and David Antal (Berlin) for providing the English translations of
the contributions by Wolfgang von Hippel and Werner Abelshauser, respec-
tively. I have enjoyed working with the staff at Cambridge University Press
in New York, Dona Hightower Perkins read the manuscript, Michie Shaw
managed the production, and Frank Smith gave the project his full support.
At home, Matthias Band, Lars Heidemann, Christel Schwigon, and Frank
Werner fought the battle of indexing while managing the files making for
the corrections to various drafts of the manuscript. We express our sincere
appreciation to all of them.

Bielefeld, May 2003 Werner Abelshauser
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