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Introduction

When the Tietz/Zwillenberg family had to give up their department store group at
the end of 1934, it was the largest of the ever-increasing “Aryanizations” at that
time. The name “Hermann Tietz,” one of the most prestigious in German retail,
was ostracized by the National Socialists and disappeared from cities, commercial
registers and later also from historical memory. The department stores that were
sold continued to function; they now belonged to Hertie Waren- und Kaufhaus
GmbH, whose name indicated the origin of their assets. But this was no longer an
issue, not even when it would have been possible again to inquire about it after
the country was liberated. With the takeover by the managing director Georg
Karg, who was appointed in 1933, Hertie had become the concern of another fam-
ily, and in West Germany during the “economic miracle” of the 1950s and 1960s,
this name stood for a new consumer world just as naturally as Hermann Tietz
had done in earlier times. After Hertie concluded a settlement with the Tietz/Zwil-
lenberg family in 1949, questions about past injustice no longer seemed to be per-
missible.

At Hertie, people acknowledged the tradition that was associated with the
previous name. However, there was no talk of “Aryanization”, and since its condi-
tions remained unknown, Hertie was able to present it unchallenged in a euphe-
mistic narrative: the Hermann Tietz Group had perished in the global economic
crisis of the early 1930s and was therefore taken over in a strictly non-politically
motivated rehabilitation. The Tietz/Zwillenberg family had left the country with a
generous severance payment and was also treated extremely favorably in the set-
tlement with the Hertie Group. Since the 1990s at the latest, source-based studies
have left no doubt that the Tietz/Zwillenberg family had lost their department
store group due to “Aryanization” carried out by Hertie. However, a comprehen-
sive reappraisal was still pending, and the subsequent story of the Wiedergutma-
chung (compensation) remained completely obscure. It has now been almost 90
years since the “Aryanization Agreement” and more than 70 years since the set-
tlement.

Why has the reappraisal not happened until now? The period of time is too
long to be accounted for by the collective repression of the brown past in post-
war German society. Even later, when the role of companies during the Nazi era
was critically perceived and widely examined, the department store companies
received little attention. It is now known that this industry was affected like no
other by “Aryanization” and that the careers of almost all the post-war goods and
mail-order entrepreneurs were based on it. It is all the more astonishing that,
with few exceptions, such as the reports on the Schocken and Wertheim depart-
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2 = Introduction

ment store groups that appeared in the 1990s, there has hardly been any aca-
demic analysis on the fate of the Jewish department stores under National
Socialism."

Contributing no doubt to this lack of critical attention is the fact that in the
case of Hertie the firm no longer existed when the persistent silence of the com-
panies in question about their role during the National Socialism era was first
criticized on a broad societal basis around the mid-1990s. After the takeover of
Hertie by Karstadt in 1994, there was a lack of structure and sensitivity for shared
historical remembrance. Company anniversaries no longer provided an opportu-
nity for self-reflection, and critical inquiries from international business partners,
which provided necessary food for thought in many still-viable companies, also
disappeared. Nevertheless, several institutions, such as the non-profit Hertie
Foundation (Gemeinntitzige Hertie-Stiftung), the Karg Family Foundation (Karg™-
sche Familienstiftung), and the Karg Foundation (Karg-Stiftung), still operated in
the Hertie company’s tradition. However, in the day-to-day work of these founda-
tions, which were founded only in the Federal Republic, the history of the depart-
ment store did not come into focus; this was most likely also because there was
no personal connection to the company. In the meantime, there were apparently
considerations about conducting research into the history of Hertie and prepar-
ing a biography of the foundation’s founder. However, the projects remained
stalled in the concept phase. There are no personal documents, writings, or corre-
spondence relating to Georg Karg in particular that would make him sufficiently
visible historically. To date, only a few subchapters in Simone Ladwig-Winters’
study on Wertheim, published in 1997, have offered source-based explanations
for the “Aryanization” of the Hermann Tietz company.?

The fact that a comprehensive study of the Nazi history of Hertie and the dis-
continued Hermann Tietz OHG is now being published is due to a change in
thinking, which, however, had to be actively initiated. The impulse goes back to a
group of students and alumni from the Berlin Hertie School who came together
in 2018 to form the Her.Tietz initiative. They called on the Hertie Foundation, as
the sponsor of the educational institution, not only to teach democracy, but also
to assume civil responsibility for the National Socialist past. Their critical inqui-
ries into the origins of Hertie’s name and assets as well as the fate of the Jewish
owner families gained momentum in the German press and ultimately prompted
the foundation’s board of directors to take up the issue. Since then, the Hertie
Foundation has shown itself to be seriously involved in researching the burdens
of its past. In 2020, the board commissioned the Gesellschaft fiir Unternehmensge-
schichte in Frankfurt to identify independent historians to undertake a source-
based analysis and assessment of the history of Tietz and Hertie during the Nazi
era. As a result, the foundation granted the authors unrestricted access to all rele-
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vant documents and complete freedom in evaluating and formulating their find-
ings. This study represents the first independent investigation into the corporate
history of the department store group and its Jewish and non-Jewish owners dur-
ing the period of National Socialism.

The scope of the investigation, however, is not limited to the years 1933 to
1945 and thus to the loss of the Tietz family’s commercial and private assets in the
context of “Aryanization” and state confiscation. The perspective expands beyond
the epochal threshold of the end of the war to the disputes that occurred in the
Federal Republic over potential Wiedergutmachung for the injustice. An analytical
arc is drawn to trace the history of the encounter between those responsible for
Hertie and the Tietz family during the historically tense period between appropri-
ation and reappraisal, dictatorship and youthful democracy.

The study itself is divided into six sub-chapters, which are grouped along the
main themes. The first chapter describes the beginnings of Hermann Tietz OHG
and the company’s almost unbridled rise until the global economic crisis of 1929.
It is important to clarify whether and to what extent the department store group
actually ran into a liquidity crisis before the Nazis came to power. Had Hermann
Tietz OHG actually become a case for restructuring due to the urge to expand too
quickly, as was rumored in 1933 and also in the post-war period?

The second section follows directly on this question by assessing the conse-
quences of the anti-Jewish boycotts and then tracing in detail the individual steps
of the “Aryanization” of the company in 1933 and 1934. The focus is not only on
reconstructing the circle of those involved, but also on asking to what extent the
new Hertie management worked with banks, state and party authorities to force
the Tietz family out of the company. What role did Georg Karg play, who ad-
vanced from purchasing manager to managing director? The financial details of
the transfer of ownership are also unclear; what was the value of the group’s nu-
merous operating department stores and real estate companies, how were they
assessed, and how were the claims and obligations between the OHG, the family,
and Hertie dealt with?

The ensuing third chapter explains how Georg Karg managed to gain com-
plete ownership of Hertie GmbH over the course of the 1930s. What motivated
him to take this step? Where did his capital come from to buy out the banks’
shares, and why did the banks ultimately release the department store group into
his control?

While the focus of the study up to this point has been primarily on an analy-
sis of buyer behavior, the perspective changes in chapter four to the fate of the
Tietz family after the sale of their company. It shows how the individual branches
of the family tried to protect themselves and their assets from the Nazi regime.
The scope of their lives and work eventually narrowed in line with the radicaliz-
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ing Nazi Jewish policy to such an extent that by 1938 at the latest there was hardly
any real alternative but emigration. In this context, the study addresses the ruth-
less confiscation and exploitation of all property values, private real estate, and
the personal belongings of the Tietz family remaining in Germany by the Nazi
state and its numerous accomplices.

The four major chapters dealing with the period of National Socialism are fol-
lowed by two sections that first look at the reconstruction and reorganization of
Hertie in the immediate post-war period and finally problematize the scope and
practices of private restitution and state compensation. The study documents that
a private settlement between Georg Karg and the Tietz family came about quite
quickly, as early as 1949, in which the parties faced each other in changed roles:
as those liable for restitution and those entitled to restitution. Here too, the aim
of the investigation is to reconstruct the financial compensation regulations in de-
tail. As with the analysis of the “Aryanization processes”, the particular focus is
on a critical examination of the motives, interests, and patterns of action of those
involved. The study is thus able to show how the parties managed to find com-
mon ground for negotiations about restitution, despite their relationships being
heavily burdened by the past.

It is, therefore, equally economic, political, and social categories of structure
and action that characterize our methodological approach to this case study and
our attempt to overcome the classic determinism between structuralism and inten-
tionalism in Nazi research.? In the meantime, extensive economic history research
has very clearly elaborated that the Nazi system created numerous incentives and
enabling structures for German entrepreneurs to become actively involved in the
process of “Aryanization” or, in the absence of business options, to willingly allow
themselves to be involved in the accompanying activities.* The Hertie case is un-
doubtedly one of the very early “Aryanization cases” in National Socialism. It
comes at a time when repressive measures of the state were particularly noticeable
in the department store industry, but the requirements for the transfer of owner-
ship had not yet been systematically determined.’ There was still scope for private
negotiation concerning the takeover conditions. What was even more important
for the development of “Aryanization” was the behavior of the acquirer towards
the Jewish “business partners.” In his groundbreaking studies more than twenty
years ago, the historian Frank Bajohr called for differences in the behavior patterns
of buyers to be taken seriously. Henceforth it becomes important to take into ac-
count to what extent the loss of moral and civilizational standards of behavior,
which was evident early on in politics and society, also resulted in an erosion of
traditional commercial etiquette in the field of business.®
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Our study follows this microhistorical approach by not only reconstructing
the business techniques of the “Aryanization transfer”, but at the same time
working out the motives and forms of action of the people involved. So where
can Georg Karg’s actions be placed in the broad spectrum of possible motives,
which ranges from ideological drives to unscrupulous financial enrichment to
passive benefit from the other person’s predicament? Was Karg simply climbing
aboard the attacks already launched against the Tietz family, or was he an active
driver of the process? Similar questions regarding incentives and intentions can
be formulated for the banks involved in “Aryanization”. By just determining the
purchase price for a company that was presumably deeply affected by the eco-
nomic crisis and the anti-Jewish boycotts, the tension between commercial moral-
ity and business calculations can be determined. However, the question of the
fairness of the purchase price and the profits of the “Ariseur,” which is more than
understandable from today’s perspective, remains extremely difficult to answer
historically. The investigative basket of solid evidence is only sparsely filled with
circumstantial evidence.” However, a reconstruction of the negotiation processes
and the controversies inherent in them that are as detailed as possible can at
least clarify the framework for action and the principles of evaluation. It is thus
important to take a close look at the process of “Aryanization” in order to work
out the peculiarities of the Hertie case, uncover the practices of appropriation,
and assess the intensity of the interaction with anti-Jewish repressive measures.
This is the highest level of historical transparency that can be achieved to not
only analyze decision-making processes, but also to make visible the perceptions,
values, and attitudes behind them in conducting business under a dictatorial
regime.

Since there is no cohesive archive of records pertaining to Hertie, the task of
this project was to use all available sources that could be accessed through exten-
sive research. The program had to be carried out with some delay, due to archive
access and travel restrictions during the pandemic. In addition to the relevant
holdings in public archives, especially the Federal Archives in Berlin, the State
Archives in Berlin, and the State Archives in Munich, files from the archives of
Commerzbank AG and the Warburg Foundation proved to be productive. The in-
ventory of historical documents at the Karg Family Foundation, files from the
Berlin Compensation Board (Berliner Entschadigungshehoérde), and the files from
the Liechtenstein State Archives in Vaduz relating to the emigration of the Tietz
family were also accessible. What proved to be particularly valuable were the
documents recorded by the daughter of Georg Tietz, Rosli (Roe) Jasen, and his
grandchildren June and Henry Jasen. With the much-appreciated support of the
family, these documents were evaluated at the Leo Baeck Institute (LBI) in
New York. The editors are also indebted to Charlotte Knobloch for a contempo-
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rary witness interview and an instructive insight into documents from the law
firm of her father Fritz Neuland, who represented the Tietz/Zwillenberg family in
the restitution proceedings against Hertie. On the other hand, Hugo Zwillenberg’s
estate, which was handed over to the Zwillenberg Foundation (Berne) within
Helga Zwillenberg’s estate, could not be used because it is locked until the
planned handover to the Leo Baeck Institute branch in the Jewish Museum
Berlin.

The history of a family business is always the history of a family. The “Arya-
nization” of the Hermann Tietz company by Hertie, the settlement agreed upon
between both sides, and the respective consequences are the story of two en-
trepreneurial families — on the one hand the Tietz/Zwillenberg/Jasen family, on
the other the Karg family. In the case of the former, the history runs through
three generations: from Betty Tietz, who had already witnessed the founding of
the Hermann Tietz company in 1882 by her future husbhand Oscar and her foster
father Hermann, through the generation of the owners Georg and Martin Tietz
and Hugo Zwillenberg, who were forced out of their company, emigrated and set-
tled with Hertie in 1949, until the next generation including Rosli (Roe) Jasen,
Hans Herrmann Tietz, Lutz Oscar and Helga Zwillenberg, who emigrated in their
youth and later had to deal with the Hertie Group concerning the restitution of
assets. On the Karg family side, only Georg Karg took on an active role, initially as
managing director of Hertie, then from 1937 as head of the group, which he effec-
tively led until his death in 1972.

The forced displacement of the Tietz family from their company stands like
no other example of the early “Aryanizations” in the Nazi era, the significance of
which was underestimated for a long time. Nevertheless, it cannot be considered
a model.? In this book, it becomes clear that the process of the Tietz family’s “Ar-
yanization-related” asset losses spanned a period of over nine years and varied in
form from the loss of company assets, to fiscal plunder, to the confiscation of pri-
vate collections. This investigation thus expands the recently improved level of
knowledge regarding the destruction of the so laudable Jewish department store
entrepreneurship.’

It remains to be hoped that this book will encourage further research into
the history of department stores in Germany and finally give the legacy of their
owners and their families, who were persecuted during the Nazi era, a perma-
nent place in German economic history and culture of remembrance.



1 “The Largest Privately-owned Department
Store Group in Europe”: The Hermann Tietz
OHG 1882 to 1932

The Rise from a Linens Store to a Department Store Empire

On November 30, 1926, Georg Tietz, Martin Tietz and Hugo Zwillenberg, the man-
aging owners of Hermann Tietz OHG, recorded their greatest success. On
that day, they managed to take over the department store chain A. Jandorf & Co.,
which included six large Berlin department stores, including the sophisticated
Kaufhaus des Westens (KaDeWe). A few weeks earlier, the M. Conitzer and S6hne
Group had joined Hermann Tietz’s purchasing group. The group of companies,
which also included numerous real estate, trading, and manufacturing compa-
nies, was already described in the press as “The largest department store group
in Europe” (Vossische Zeitung).! That was a bit of an exaggeration, but in the vi-
brant department store metropolis of Berlin, Hermann Tietz OHG now ranked in
first place and in second place throughout Germany.

It was the culmination of a success story that had begun on March 1, 1882. At
that time, Oscar Tietz opened a yarn, button, trimmings, white goods and wool
goods shop in Gera. Tietz, who had previously worked in his older brother Leon-
hard’s trading business in Stralsund and was a furniture salesman in Berlin, was
unable to finance the founding from his own resources. His uncle Hermann Tietz
provided him with start-up capital of 1,000 marks, and Oscar thanked him by
naming the business after him.?

The Tietz family came from Birnbaum (since 1919 Miedzychdd), a small town
in what was then the Prussian province of Posen, where their ancestors had set-
tled during the time of Frederick the Great. As members of a liberal Jewish com-
munity, several generations of the family worked there in trade and transporta-
tion. The town of Birnbaum has gone down in economic history as the “cradle of
department stores” because it produced four founding families of department
stores and two additional families came from the surrounding area.® Several de-
partment store chains were founded by one branch of the Tietz family alone. In
addition to Oscar Tietz, these pioneers included his older brother Leonhard,
whose company existed for over 140 years — most recently under the name Gale-
ria Kaufthof GmbH -, his uncle Julius and his brothers Markus and Karl, the
founders of the H & C Tietz department store.* The first generation of the family,
Hermann Tietz and three of his brothers, left Birnbaum and lived in the USA for
a long time, Hermann as a farmer in Tennessee, among other activities. After
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Fig. 1: Oscar Tietz, undated.

their return during the Franco-Prussian War of 1870/71, the brothers founded a
trading business in Prenzlau; in the next generation, Hermann’s nephews Leon-
hard and Oscar decided to start their own businesses.

The brothers’ unprecedented rise in German retail was based on new busi-
ness models. Oscar relied on a program of “large selection and low prices,”
which was still viewed as an impractical strategy at the time. Low-priced wares
were considered junk goods with no profit to be made. Tietz, for his part, recog-
nized that the profit was made in acquiring merchandise from the source, and he
purchased the goods directly from the manufacturers, bypassing wholesalers,
and secured liquidity for his business by only selling for cash. For customers, this
had the advantage of being able to shop more economically and not being tied to
a specific store by buying on credit, as was usual in speciality stores at the time.
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Twelve years after founding the Hermann Tietz company, Oscar Tietz was
able to open a department store in Munich. In the converted Imperial Office
Building (later “PINI House”) on the Stachus, and behind large shop windows on
five floors, Tietz offered linens, confectionery, groceries, household items, porce-
lain tableware, furniture fabrics, outerwear, and toys. He is said to have decided
to set up this large, multi-divisional store as a makeshift solution, because after
he purchased the property there was anti-Semitic agitation and the tenants had
moved out of the building, which was decried as the “Jud Tietz Palace.”® The dif-
ference between retail stores and department stores as a new operating form was
made binding for the first time a few years later, when a department store tax
was introduced in Bavaria (1899) and Prussia (1900). A department store was now
considered to be a business that traded in more than one product group and
achieved an annual turnover of more than 400,000 marks.” The characteristics of
a department store are now described more comprehensively in consumer his-
tory research:

While retail stores, as large businesses, are characterized by a single main product range,
department stores have a broader range of goods, ranging from food and textiles to furni-
ture, household goods and luxury items. At the same time, they have more extensive options
for bulk purchasing, advertising, mass sales, and are able to sell their goods at lower prices
in buildings of, to some extent, more representative and magnificent architecture.®

The department stores founded at this time were based on the model of Le Bon
Marché, which was opened in Paris in 1852 by Aristide Boucicaut. A short time
later, other grands magazins of this type were created in Paris and Macy’s opened
its doors in New York. By the 1880s, most European cities were already adorned
with impressive consumer palaces, but there were still no department stores in
Germany. This only changed in 1894 with Oscar Tietz in Munich and Georg Wer-
theim in Berlin.

Oscar Tietz divided the market with his no less successful brother Leonhard
in order not to compete with each other. The Leonhard Tietz company set up
branches in the Rhineland and Belgium. Cologne became their headquarters,
where Leonhard had opened his first department store in 1895.° Oscar expanded
the Hermann Tietz company to include a department store in Hamburg and es-
tablished operations in Berlin in the fall of 1900 with a much-admired “Glass
Front Palace.” The rapidly growing capital now became the department store me-
tropolis of the Empire and, within a decade, also the showcase of German retail
commerce. Traditional Berlin department stores such as N. Israel, Rudolph Hert-
zog, and Herrmann Gerson were overtaken by the expanding department store
companies Wertheim and Hermann Tietz, which competed with each other with
spectacular consumer temples. In 1897, Wertheim began building a large depart-
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Fig. 2: The Hermann Tietz department store on Leipziger Strale, Berlin, around 1900.

ment store in cosmopolitan format on Leipziger Straf8e, then the shopping thor-
oughfare of Berlin’s city center.'” Oscar Tietz placed his Berlin flagship depart-
ment store not far away on Leipziger Straffe, and both companies expanded their
impressive buildings in the following years. In addition, both used the globe as a
company symbol to convey the promise of being able to experience the whole
world in their department stores.

The department stores took advantage of the technical innovations of this
time with large-scale illuminated advertising and curtain facades such as those in
the windowed front side of the Tietz department store on Leipziger Strafde. What
was crucial to the great success of this form of business in the Belle Epoque was
that it led to the development of new forms of consumption, into which Emile
Zola’s novel, published in 1884 with the much-quoted title “The Ladies' Paradise,”
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provided some insight for the first time." One didn’t have to go to Tietz and Wert-
heim to take care of necessary errands — like in the “mom and pop shops.” Visit-
ing the department stores could be enjoyed as a leisure experience, marveling at
new products, artistic decorations, and eye-catching architecture. The special in-
centives soon included the “White Weeks,” which Oscar Tietz introduced based
on the French model to stimulate business with special offers in the week of low
sales at the beginning of February.

Among the department stores that were rapidly expanding in Germany, the
luxurious temples of consumption were the focus of attention, but they were not
representative. This type of emporium was available virtually only in Berlin, Ham-
burg — where Oscar Tietz opened another flagship on Jungfernstieg in 1912 - Mu-
nich, and Cologne. The majority of department stores were designed more modestly
and were geared to the needs of broad sections of the population, including the
working classes.”? The Hermann Tietz company opened department stores in Berlin
in densely populated parts of the city, as on Alexanderplatz and on Frankfurter
Allee, and advertised them in the Berliner Volksblatt from the Social Democratic
Vorwirts. In the provinces, most branches remained large retail stores and did not
develop into department stores. The department store founder, Adolf Jandorf, how-
ever, specialized in “people’s department stores” in Berlin’s working-class districts,
but was also the first in the industry to recognize the market potential of the rap-
idly growing suburbs in the west of the city. In 1907, he opened the premier depart-
ment store Kaufhaus des Westens (KaDeWe) on Wittenbergplatz, which was then
still part of Charlottenburg, an independent city adjacent to Berlin.”®

From the beginning, there was no shortage of violent protests against depart-
ment stores in Germany. Associations of small traders and middle-class politicians
from all conservative parties fought against them as an existential threat, not only
to the existing market order, but also to society and the state, even though this new
form of business only accounted for a small share of retail trade. Since the depart-
ment stores had no lobby, their opponents were able to exert some influence on
legislation. A department store tax was enacted in Bavaria and Prussia at the turn
of the century’® and a committee of department store entrepreneurs, which in-
cluded Hermann and Leonhard Tietz, then took the initiative to set up an interest
group, the association founded in April 1903 and headed by Oscar Tietz, Verband
Deutscher Waren- und Kaufh4user (Association of German Department Stores).”
The department store companies expanded rapidly even after the introduction of
the special tax, because their position was strengthened by the tax laws since their
type of business was now officially recognized. Department stores had also become
indispensable in Germany, on the one hand for suppliers and consumers, but also
as employers, and because of their importance for urban development.
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The Entrepreneurial Family after the Death of Oscar Tietz

In 1886, Oscar Tietz married his cousin Rebecca (Betty), née Graupe, who had sup-
ported him since he founded the trading business in Gera. After the couple had
two sons, Georg and Martin, and a daughter, Elise, it was clear to Oscar that his
company would one day be a family business that should be carried on in the
hands of his descendants. Even when the company grew into a corporation, he
strictly refused to convert it into a stock corporation. When Deutsche Bank
pushed hard and threatened to cancel a loan, the Hermann Tietz company
switched to another major Berlin bank, the Disconto-Gesellschaft.'® The company
continued to use the legal form of a partnership in the 1920s, which was unusual
for a company of this size and unique among the country’s leading department
store groups. The company founded by Leonhard Tietz was converted into a stock
corporation in 1905, and Wertheim four years later.

Oscar’s sons Georg and Martin joined their father’s company after studying at
the Berlin Commercial College (Berliner Handelshochschule) and Georg became a
partner in 1917 at the age of 28, having already proven himself in management po-
sitions. However, Oscar did not want to address the question of succession accord-
ing to the crown prince principle. After his daughter Elise married the lawyer Dr.
Hugo Zwillenberg, he drafted a partnership agreement dated December 22, 1919,
admitting his younger son Martin and his son-in-law into the general partnership
as personally liable partners on the same terms as Georg."” According to the con-
ventions of the time, Elise, as a woman, was not considered as a potential partner.
It was not particularly usual for Zwillenberg, as a son-in-law, to be included in the
management when two of the company founder’s sons were already available to
manage the company. However, Oscar Tietz was obviously very keen to integrate
his son-in-law, who came from the judicial service, into the management of the
company appropriately.

After Oscar Tietz had died on January 17, 1923 at the age of 64, Georg Tietz,
Martin Tietz and Hugo Zwillenberg jointly managed the company, while Betty
Tietz and Elise Zwillenberg were silent partners in the firm. Georg wrote in his
posthumously published history of the Tietz family and their department stores
that he and his brother Martin had complemented each other and “worked to-
gether with devotion.” Martin was particularly interested in accounting and the
finance department, to which Georg apparently was not drawn.’® His brother-in-
law Hugo Zwillenberg, on the other hand, is not even mentioned by name in
Georg’s recollections, only as a “young lawyer.”"

And yet the two brothers took quite different paths in their development. In
1919, befitting his social status, Georg married Edith Griinfeld, who came from a
respected Jewish business family. Her father co-owned the linen shop and linen
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weaving mill in Berlin F. V. Griinfeld, and opened a large store on Leipziger
Strafle. The couple blessed the Tietz family with a son named Hans Herrmann
(1920-2007) and their daughter Rosli (1924-2025, Roe Jasen since 1945), named
after Betty’s mother. In the following years, Georg had a stately villa built in a
prime location at Koenigsallee 71 in the prominent Grunewald district. His state-
ments in the family history he wrote leave no doubt that he saw himself as his
father’s primary successor, and that is probably how he was seen in the Berlin
business world.

Martin was not able to work in corporate management under his father for as
long as his brother. Unlike Georg, he was not working in the company during the
First World War and after the war he gained experience living abroad in New York.
After his father’s death, he lived as a bachelor in his parents’ villa in Wilmersdorf,
Kaiserallee 184/185 (today Bundesallee). He remained unmarried for a long time and
had no children even after his wedding to Anni Boning from Berlin.

By contrast, Elise and Hugo Zwillenberg were able to start a family after get-
ting married. Their first child, son Lutz Oscar (1925-2011), was followed five years
later by daughter Helga Henriette Linde (1930-2013). In addition to the family
home in Berlin-Dahlem, Hohenzollerndamm 100/101, Zwillenberg acquired the
Dominium Linde estate (today Markisch Luch) in Westhavelland.

The investigations concerning “Aryanization” and the distribution of the
Tietz/Zwillenberg family’s assets revealed that Oscar’s widow Betty had larger
and more valuable holdings than her sons and daughter. The family’s wealth was
based on the group’s real estate companies and Betty held 97.63 percent of the
shares in the most important of these real estate companies, Deutsche Boden AG,
and 50 percent of the shares in the similarly important Brandenburgische Grund-
wert AG.”® In total, she held 79 percent of all family-owned shares in real estate,
trading, and manufacturing companies.” Whether these assets had been trans-
ferred to her by Oscar during his lifetime or whether they were part of an inheri-
tance, can no longer be determined. One reason for this distribution of family
property could have been that Betty, as a silent partner, was not liable for the
company with her private assets. After her hushand’s death, she did not appoint
one of her sons, but rather her son-in-law Hugo Zwillenberg as her authorized
representative.” Now Zwillenberg was not only the personally liable partner of
the Hermann Tietz company, but also the authorized representative for the larg-
est collection of assets in the family.

Rebecca (Betty) Tietz, née Graupe (1864-1947) was the daughter of Hermann
Tietz’s sister who emigrated to the USA. She was born in Washington, D.C., but
after just a few years, her uncle Hermann moved with her back to Germany. She
grew up with him as a foster child and was therefore connected to her cousin
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Oscar Tietz from childhood on. In Germany she was mistakenly given the maiden
name Meyer, which she later accepted without objection.”® After the founding of
the textile store in Gera, she ran the business together with Oscar and Hermann.
By using her savings, she made it possible to bridge an early liquidity bottleneck.
In 1886, Betty and Oscar married, and Betty apparently gave up her American citi-
zenship, which she reclaimed in 1938. Overall, their importance to the family and
the company was in many respects greater than was perceived from the outside.

Fig. 4: Georg Tietz, 1932.

Georg Tietz (1889-1953) was born in Gera as the eldest son of Oscar and Betty
and grew up with his family, following the company’s development, first in Mu-
nich and later in Berlin. At the Tietz company he first had to prove himself as a
salesman of women’s hats. After studying at the Berlin Business School, he was
entrusted with setting up an export and import business in Paris. In 1911, an “ap-
prenticeship” period followed in the USA where he also worked as a securities
trader and cotton broker.** After his return, his father gave him increasingly
managerial tasks and he was therefore released from military service during the
First World War. In 1917 he became a partner in Hermann Tietz OHG, and two
years later he married Edith Griinfeld (1894-1984).

Martin Tietz (1895-1965) was born in Munich, went to school in Berlin after the
family moved there, then attended the Ecole de Commerce in Neuchatel, Switzer-
land, and completed a business degree at the Berlin Commercial College. After his
first job at the Hermann Tietz company in the Gera branch, he registered in 1914
as a wartime volunteer. Due to an illness, he was transferred in 1916 to the Weap-
ons and Ammunition Division and became the head of the Reich Clothing Ware-
house. After the war, he worked as the manager of a trading company in
New York in which the Tietz company was involved. In 1919 he was accepted as a
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Fig. 5: Martin Tietz, 1932.

partner in his father’s company, but only returned from the USA two years later.
In 1933 he married Rosa Anna (Anni) née Boning, former married name Kldsel
(1906-1957), a Christian who converted to Judaism upon marriage.”

Fig. 6: Hugo Zwillenberg, 1932.

Elise Zwillenberg, née Tietz (1896-1986) and Hugo Zwillenberg (1885-1966)
were married on November 18, 1919. Elise, who was born in Munich and grew up
in Berlin, was able to attend a boarding school in Paris before the First World War.
During the war she was employed as an assistant in the Berlin Jewish Hospital.?®
Hugo came from Lyck in East Prussia, studied law in Erlangen, received his doctor-
ate there in 1912, passed his second state examination in March 1914, and was then
employed as a court assessor in the Prussian judicial service. Since he was active in
the military throughout the First World War, he was denied a promotion in the
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judiciary. Zwillenberg may also have known that as a Jew he would hardly have
been able to maintain a career in the judicial service. When he met Elise after the
war, he took a leave of absence so that he could work for the Hermann Tietz com-
pany. Six months after the marriage, his request to be released from judicial ser-
vice was granted.?’

“A World of Its Own”: The Hermann Tietz Group

Hermann Tietz OHG never published precise information on the development of
its sales and number of employees, and as a partnership, it did not have to dis-
close its balance sheets. Only those real estate, trading, and manufacturing com-
panies in the group that were managed as stock corporations were obliged to do
so. But finding out which companies belonged to the Hermann Tietz Group was
not easy. This also applied to the banks, since the Tietz company had no supervi-
sory board. Even the Dresdner Bank, one of the large creditors of Hermann Tietz
OHG, could only obtain such information from the press.?® The shareholding rela-
tionships were completely opaque, since the family did not consider it appropri-
ate to strictly separate between their privately held shares and those of their com-
pany in the group of companies. Since Hermann Tietz OHG was entirely owned
by the family, there were no concerns about capitalizing private property such as
Georg and Edith Tietz’s villa at Koenigsallee 71 in Berlin Grunewald as a group
company in the company’s balance sheet. A similar procedure was followed with
investments held by Betty Tietz, who as a silent partner was not liable for the
company.?

The chronicle of Hermann Tietz OHG, published for the company’s 50th anni-
versary in 1932, shows that sales in the previous year, i.e. 1931, were 300 million
Reichsmarks (RM), which would correspond to a share of one-thousandth of the
sales of all German department stores.>® A retrospective calculation from 1935
showed a different picture: Sales would, according to this calculation, therefore
have been 268 million RM in 1929 and 246 million RM in 1931.%' The workforce of
Hermann Tietz OHG is mentioned in the aforementioned anniversary publication
from 1932 as “a group of almost 20,000 employees,” which can be considered as
clearly inflated.* In a commission report written in 1934, the number of employ-
ees at the Hermann Tietz company in 1930 was given as 16,458.% This probably
corresponded roughly to the level reached with the takeover of the Jandorf
Group. The Frankfurter Zeitung reported in December 1926 that the number of
employees at the Hermann Tietz company would increase to 16-18,000, of which
13-14,000 were at the companies in Berlin. The area of the Hermann Tietz depart-
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ment stores is estimated in this source at 83,000 square meters, of which 53,000
were in Berlin. 3

Although the information is quite vague, what has been recorded in the form
of comparisons between the leading German department store companies shows
that Hermann Tietz OHG was larger than Leonhard Tietz AG, but was trailing Ru-
dolph Karstadt AG in terms of sales and number of employees.® In 1917, Hermann
Tietz was still in first place but then fell back due to the strong expansion of Kar-
stadt AG.>® The company now advertised itself with the motto “Largest self-owned
department store group in Europe.”®” This ranking was undisputed for Hermann
Tietz, because Karstadt was no longer “self-owned.”3®

Compared to the other two large department store groups, Hermann Tietz ad-
hered more closely to its traditional profile. In the fastest growing segment of re-
tail, the low-price stores with uniform pricing (uniform price stores), the Her-
mann Tietz Group was not represented with its own chain, but only with uniform
price departments within the stores. The owners had apparently decided to do
this out of consideration for the relationships with Leonhard Tietz AG and its uni-
form price trading company (Ehapa).®® In-house production was less pronounced
at Hermann Tietz than at Karstadt; here they were content with the classic form
of expansion for department store groups, vertical concentration through the
takeover of competitors.
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Since moving to Berlin in the fall of 1900, the “central administration” of the Her-
mann Tietz Group was located at Krausenstrafie 46—49, in the immediate vicinity
of the department store area on Leipziger Strafie, separated from it only by Don-
hoffplatz (today Marion-Grafin-Dénhoff-Platz). Most of the group’s real estate and
trading companies were based there, including some that were named after other
regions or locations.

According to the Berlin Commercial Register, Hermann Tietz OHG had three
general authorized representatives in 1928, each of whom managed their own
areas under the three managing owners: Nathan Miiller, David Lowenberger and
Michaelis Birnbaum. In 1929, Adolf Adler and Georg Karg joined the management.*
In purchasing, Miiller was the senior manager of the entire central purchasing de-
partment. Karg, who later became “Herr von Hertie,” was head of central textile
purchasing and only joined Hermann Tietz when the Jandorf takeover took place.**
Lowenberger, the head of accounting, obviously occupied a special position. On the
occasion of his 40th service anniversary in October 1929, he was described in the
press as a “friend and confidant” of the company owners. He also had the full trust
of Oscar and Hermann Tietz.** Lowenberger had started as an office clerk at the
Tietz company in Munich at the age of 24. He had previously been an accountant
and statistician at a cannery in San Francisco. There, he learned new methods of
preliminary calculation, which he had introduced at the Hermann Tietz company.**
The authorized representatives earned brilliantly because they were indispensable
to the company; Miller and Lowenberger received salaries of 40-50,000 RM/
month.* Karg, in turn, is said to have turned down an offer in 1931 to take on a
board position at Karstadt with an annual salary of 500,000 RM.*® His previous sal-
ary was probably in this range.

Due to the takeover of A. Jandorf & Co. and the previous acquisition of a de-
partment store on Berlin’s Chausseestrafle, the number of department stores at
Hermann Tietz OHG increased from 11 to 18, and in Berlin from three to ten. In
the following years, department stores were acquired in Dresden and Magdeburg,
but the group was now much more focused on Berlin than before.*’

The group’s economic importance was also based on the fact that together
with a large number of so-called affiliated houses throughout the empire, they
were part of a purchasing association that already existed. These included the 22
department stores of the M. Conitzer & Sohne group, the well-known Rémischer
Kaiser department store in Erfurt, and the department stores of H. & C. Tietz in
Chemnitz and Bamberg.*®

On the occasion of the company’s 50th anniversary in 1932, the Hermann
Tietz Group was described in the press as “a world of its own.”** Hermann Tietz’s
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Tab. 1: Hermann Tietz OHG Retail and Department Stores, as of 1932 (compiled from the relevant
literature and reference works).

City Location Founding/ Take- Previous Owner
New Building over Year
Berlin Leipziger StralRe 46-50a 1900
(Donhoffplatz)
Berlin Alexanderplatz 3 1905
Berlin Frankfurter Allee 5-7 1908 Max Mannheim
Berlin ChausseestraRe 70/71 1926 Warenhaus Stein
Berlin Kaufhaus des Westens, 1926 A.Jandorf & Co.
Tauentzienstrale 21
Berlin Andreasstralie 46 (GroRe 1926 A.Jandorf & Co.
Frankfurter StraRBe 113)
Berlin Belle-Alliance-StraRe 1-3 1926 A.Jandorf & Co.
Berlin BrunnenstraRBe 19-21 1926 A.Jandorf & Co.
Berlin Kottbusser Damm 1/2 1926 A.Jandorf & Co.
Berlin Wilmersdorfer StraBe 118/119 1926 A.Jandorf & Co.
Gera Sorge 23 1882/1912
Weimar Marktstral3e 2 1887/1905
Karlsruhe KaiserstraBRe 92 1888
Munich Bahnhofplatz 7 1889/1905
Hamburg Jungfernstieg 16-20 1896/1912
Plauen Postplatz 5/6 1905 Julius Tietz
Stuttgart KonigstraRe 27 1905
Dresden Webergasse 39/ WallstralRe 32 1928 Hermann Mihlberg
Magdeburg  Breiter Weg 41 1931 Siegfried Cohn/

Raphael Wittkowski*

*merged after the takeover.

large department stores not only included food departments, which were noted in
the early 1930s at seven and twelve percent of sales, but also hairdressing and
beauty salons, restaurants, lending libraries, and an entire fleet of trucks.*® The
group was an important customer for agriculture; in 1931, the Tietz department
stores purchased 15,000 cattle and 32,000 calves, 101,000 pigs, 13,000 mutton,
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9 million eggs, 3.8 million kg of cheese, 16.3 million kg of vegetables, and 11.6 million
kg of fruit.>!

Fig. 8: KaDeWe food department, 1932.

In addition to the department stores, the “world” of the Hermann Tietz Group in-
cluded a whole network of real estate, trading, and manufacturing companies
that could hardly be comprehended from the outside. The group’s capital was
largely in the real estate companies’ holdings. According to a financial statement
drawn up in the spring of 1933 by Hermann Tietz’s auditor, Wilhelm Graetz, they
accounted for around two thirds of the group’s assets.>* Oscar Tietz had founded
his own real estate companies for the properties of many department stores. The
buildings of the Leipziger Strafle department store, as well as the neighboring ad-
ministration complex of the group on Krausenstrafie, belonged to Brandenburgi-
sche Grundwert AG. Further real estate companies had been created for commer-
cial and residential buildings that had been acquired for the planned construction
of department stores that had not or not yet come to fruition. This was true for the
most important “non-department store” real estate company of Hermann Tietz,
Deutsche Boden AG, and AG Ost fiir Textilhandel, which was in reality a real estate
company. The Hermann Tietz Group had originally planned to build large depart-
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ment stores in the west of Berlin in order to block its competitor Jandorf from en-
tering this area, and to do this, it systematically bought up properties in prime loca-
tions on the corner of Kurfiirstendamm/Joachimsthaler Strafie and on Kaiserdamm.
With the takeover of the Jandorf Group, these plans were no longer necessary, as
the Hermann Tietz company was now well positioned with two department stores
(KaDeWe, Wilmersdorfer Strafie) in the west of Berlin. Deutsche Boden AG also
held another valuable property: the large Hamburg department store at Jungfern-
stieg 16-20, a building that had not been taken into its own real estate company.

Tab. 2: Real Estate, Trading, and Manufacturing Companies in the Hermann
Tietz Group* (as of the end of 1933).53

Real Estate Companies

AG Ost fiir Textilhandel, Berlin

AG West fir Textilhandel, Berlin

Badische Grundwert AG, Karlsruhe (F)

Brandenburgische Grundwert AG, Berlin (F)

Centrum Berlinische Bodenbesitz GmbH, Berlin (F)

Charlottenburger Grundstiicks-Verkehrs-GmbH, Berlin

Deutsche Boden AG, Berlin (F)

Grundbesitz GmbH, Munich (F)

Grundstlicks AG BeuBelturm, Berlin

Grundsticksgesellschaft Koenigsallee 71, Berlin (F)
Grundstuicksgesellschaft Nordost mbH, Berlin
Grundstlicksgesellschaft Wittenbergplatz AG, Berlin

Grundwert AG Kaiserdamm, Berlin

Handels- und Grundbesitz GmbH, Berlin (F)

Handelsstatte Gera AG, Berlin (F)

Immobilien-Verkehrs-Gesellschaft, Stuttgart (F)

Magdeburgische Grundwert AG (prior to Nov. 1933: Bayern Textil AG)
Merkur Treuhand- und Grundstucksverwaltung AG, Wuppertal-Elberfeld
Sachsische Grundwert AG, Berlin

Trading Companies

AG fur rituellen Bedarf, Berlin (F)
Bekleidungs-Handels AG, Berlin

Bergische Textil GmbH, Berlin

Einfuhr- und GroBhandels AG, Berlin

Kaufkredit GmbH, Berlin

Offenbacher Handels- und Industrie GmbH, Berlin
Sachsische Textil GmbH, Berlin (F)

Vogtlandische Textil GmbH (F)
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Tab. 2 (continued)

Manufacturing Companies

Berlin Essen Gubener Hutmanufaktur GmbH
Conrad Steinecke GmbH, Berlin (F)

Mechanische Feinweberei Adlershof GmbH, Berlin
Paschka & Ornstein GmbH, Berlin (F)
Textilfabrikation GmbH (F)

*(F) with significant private participation from the Tietz/Zwillenberg family.

Compared to the real estate companies, the trading and manufacturing compa-
nies of the Hermann Tietz Group were of secondary importance. The trading com-
panies were all department stores limited to the textile trade and, even in this
area, were not the only source of supply for the department stores. An exception
was Kaufkredit GmbH, founded in 1926, with which the Hermann Tietz company
followed the trend at the time towards partial payments and offered such services
through a company in Zurich, Switzerland. After just a few years, this business
had to be discontinued due to the global economic crisis.>* One specialty was the
joint stock company for ritual supplies owned by the Tietz family, a specialist
shop for kosher prepared foods in several Berlin department stores, which was
under the supervision of the Kashrut Commission of the Rabbinate.®> Analogous
to the operation of the trading companies, the manufacturing companies were all
active in textile production. Paschka & Ornstein GmbH gained a reputation as a
specialized manufacturer of hats from which the department stores benefited.
The Mechanische Feinweberei Adlershof GmbH, which was created from a
merger in 1923, had specialized in textile finishing. A residential complex de-
signed and built by Georg Jacobowitz was constructed next to the factory prem-
ises for the employees. Following the model founded by Oscar Tietz, the real es-
tate, trading, and manufacturing companies were managed on the side by owners
and authorized representatives of Hermann Tietz OHG as a staff unit, which had
definite limitations considering the size and complexity of this group of compa-
nies. And thus, Lowenberger and Adler were also board members of Brandenbur-
gische Grundwert AG, Deutsche Boden AG, and KaDeWe GmbH, a subsidiary of
Tietz; Lowenberger and Karg were also managing directors of Handelsstatte Gera
AG and Séchsische Textil GmbH and board members of Bayern Textil AG.*®

Of the institutions created by Oscar Tietz, which also represented the Her-
mann Tietz Group’s own preserve, only those considered to be exemplary, such
as the Fachschule fiir Lehrmédchen und Verkduferinnen (Technical School for In-
structing Girls and Saleswomen), the company health insurance fund and the
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Oscar and Betty Tietz Foundation for the Support of Employees (Oscar- und-Betty-
Tietz-Stiftung zur Unterstiitzung von Mitarbeitenden), are mentioned here.

The Beginning of the End? The “Payment Slump” in the Great
Depression

With the costly takeover of the Jandorf Group in December 1926, the Hermann
Tietz company had taken on a high mortgage. The purchase price was never dis-
closed; in the press, it was estimated at 30 to 40 million RM, sometimes even over
50 million RM.>” All that was known was that the payment of the purchase price
had been agreed upon over a longer period of time and that the Berliner GrofSbank
Disconto-Gesellschaft which the bank confirmed in its annual report without giving
any figures, played an important role in financing this transaction.”® Also the Am-
sterdam bank Proehl & Gutmann - a limited partner of Dresdner Bank — and the
London bank J. Henry Schréder & Co. were named as lenders.” According to the
Dresdner Bank’s loan files, a consortium led by Proehl & Gutmann granted the Her-
mann Tietz company an advance of 2.38 million US dollars (the equivalent of
around 10 million RM) in January 1927, which was backed by a mortgage on the
Leipziger Strafle department store, and secured by the Brandenburgische Grund-
wert AG.®° Mortgage loans from Adolf Jandorf and Max Emden, the Hamburg “de-
partment store king” who was involved in KaDeWe until the sale, for 4.05 and
1.39 million RM, respectively, are also documented.®* Overall, the Jandorf takeover
was likely to have been financed to a significant extent by mortgages on the Her-
mann Tietz Group’s previously relatively unencumbered real estate holdings.

The debt increased accordingly. As stated by information from the Dresdner
Bank, the Hermann Tietz Group was burdened with bank debts of 42.1 million RM
and mortgages of 44.6 million RM in the balance sheet of December 31, 1929.%*
Due to this high level of debt on the eve of the global economic crisis, which arose
in the wake of the stock market crash on Wall Street in October 1929 and reached
Germany in the winter of 1929/30, the company was extremely ill-equipped to
withstand such a depression.

Looking back, it seems very risky and reckless to take on such a large amount of
debt. From the perspective at the time, however, there were of course good reasons
for this move. At that time, the large department store groups were engaged in cut-
throat competition, in which the Hermann Tietz company threatened to fall by the
wayside if it failed to execute the necessary takeovers. Between 1924 and 1929, Her-
mann Tietz OHG only acquired seven department stores, including the six belonging
to the Jandorf Group. During this same period, Karstadt AG took over 41 stores, in-
cluding the 19 branches of the Max Emden chain acquired in November 1926, in-
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cluding the renowned Munich department store Oberpollinger.% Karstadt also began
to expand massively in Berlin by relocating its headquarters — from Hamburg to Ber-
lin-Mitte and with the construction of a gigantic department store in Berlin-Neukélln.
In addition, the American department store chain F. W. Woolworth founded a Ger-
man subsidiary in November 1926 and launched a year later its first retail store in
Berlin.% Initially, they also seemed to be keen on the development of the German
market. 1927 turned out economically to be the most favorable year of the Weimar
period.

In June 1929, Karstadt opened the largest and most modern department store
in Europe on Hermannplatz in Neukdlln, a building complex in New York format
with escalators and a subway connection. In the same year, the group merged
with Lindemann & Co. AG, which brought in 14 branches, including four in Berlin
and a well-known department store in Potsdam.®® In Berlin-Mitte, Karstadt al-
ready had acquired an area with 30 residential buildings on Neue Kénigstrafie in
1928 for the planned construction of its new headquarters.®® The Hermann Tietz
company also set about further expanding its position in Berlin. The new flagship
department store KaDeWe was increased from five to seven floors, with a “snack
hall” on the top sales floor, and another eight-story department store was to be
built on the main street in Berlin-Friedenau - supposedly financed from the com-
pany’s own sources.?’

After the beginning of the global economic crisis, the big time of expansion for
department stores came to an end. According to Dresdner Bank, Hermann Tietz
OHG suffered a loss of 21 million RM in 1930,%® and based on retrospective statistics,
the group was able to increase sales slightly that year to the previous high of
272 million RM, while at Karstadt there was a decline of around five percent.*® This
development corresponds to the fact that the bank and mortgage debts of the Her-
mann Tietz company rose from 87.7 to 101.6 million RM over the course of the year,
but at Karstadt by the end of 1930 it was almost twice as high (191 million RM).”
The best performer among the large department store chains was Leonhard Tietz
AG, with a profit of three million RM in 1930 and a burden of bank and mortgage
debts amounting to 82 million RM (January 1931).”*

Hermann Tietz now put on hold costly projects such as the construction of
additional department stores in Berlin-Friedenau and Konigsberg. Only one new
branch was added in Magdeburg.”* Overall, department store sales declined in
1931 by 14.7 percent, which was less than the decline in industrial production
(25 percent), but this slump often led to liquidity problems.” The department
stores tried to counteract this with frequent special sales campaigns, but at the
same time they were not able to use supplier credit for their business purchases,
which could no longer be deducted from sales income. According to the Dresdner
Bank, the goods and cash of the Hermann Tietz company only covered around
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50 percent of their short-term obligations.” The liquidity of the Hermann Tietz
and Karstadt companies also suffered from the fact that a large part of the sur-
pluses had been used for partly speculative real estate purchases in Berlin. Dur-
ing the global economic crisis, the market for commercial and residential build-
ings collapsed and rental income fell sharply.”

Starting from the spring of 1931, the industry was in the shadow of the Kar-
stadt crisis, into which the largest German department store company had fallen,
due to the debt from the expansion of the previous years and a fatal price guaran-
tee for the shares sold in the merger with Lindemann. Karstadt was forced to use
up its reserves with extraordinary depreciation totaling 25 million RM, and also
to sell some of its real estate and equity investments.”® Unlike Karstadt, Hermann
Tietz OHG was not in need of restructuring, but it found itself in an increasingly
critical situation. Since the group, unlike the stock corporations Karstadt and
Leonhard Tietz, did not publish a balance sheet, the press could not even specu-
late on how high the losses were.

When the number of registered unemployed people in Germany rose to over
six million in the winter of 1931/32, the Hermann Tietz company found itself in
financial distress. Since, as a general partnership, it was not obliged to publish
the balance sheets and balance sheet documents from this period have not sur-
vived, the developments in the crisis year of 1932 are only shown in later reports
and statements. These documents must be considered a problematic source be-
cause they are either in connection with “Aryanization” or as part of the restitu-
tion proceedings after the war.

Representatives and lawyers for the Tietz/Zwillenberg family tried at the
time to avoid shedding light on the company’s critical situation before 1933. The
banks and the Hertie management were in turn keen to highlight the alleged in-
solvency of the Hermann Tietz company before 1933 in order to present the “Ar-
yanization” as a restructuring based exclusively on economic factors.

The management of Hermann Tietz OHG obviously underestimated the
drama of the downturn in 1932, the lowest point of the global economic crisis in
Germany. Already during the “White Week” at the beginning of February, the in-
come fell short of expectations — as also did the expenditures for the ordered
goods.”” At the 25th anniversary of KaDeWe on March 21, 1932, according to an
official announcement from the company, the staff refrained from celebrations
“in consideration of the difficult economic conditions.””® They made do with a
company publication written by the renowned art critic and publicist Max
Osborn.” In May of the following year, during the 50th anniversary of the Her-
mann Tietz company, the management took the opportunity to expand the special
sales campaigns, which had hardly decreased, and outdo them with a large-scale
anniversary sale. Purchases of whole sale goods were made with high expecta-
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Anlage VI

Verkaufsveranstaltungen des Warenhauses Hermann Tietz-Gera

im Kalenderjahr 1931
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2 Saisonausverkauf 10.7.=23+7+ 12+3 Beila-~
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Z Serientage 24,2.fF 9 + Beil.
"Billigc Hosentage" 12.3. 1
9 Volkstiimlicher Ostexrverkauf 205« 2T 8
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Sonnabend Reste 2w 2k
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13 95 Pfg.Tage Das grosstc BEreignis :
d.Jalrcs T5.4.16.4.£F 10
14 Donnerstag 5 — 6 Billige Stunde 22.4., 1
(wihrend 95 Pfg.Tage)
15 Volkstiiml.Pfingstverkauf 7e5.Tf 5
16 3 8xtra billige Konserven Tage 12.54 1
(wahrend Pfingstverkauf)
17 3. Feivrtag Waschstoff-Verkauf z. 2%.5.26.5. 3
‘"’VEIEstUml.Preiscn 29.5.
18 Reste u.Abschnitte 2.volkstiiml. 27455 1
Einheitspreise
19 Geschirrmarkt b.Tietz (4 Waggons) ig.g.ﬁ? 10+§+ Beil.
20 Volkstage «be "
21 7 Tage %uxs Xind (wéhrend)d.Volks- 22.6. it
tage
22 Grossverkauf Reste 26.6.ff 2
23 Rillige Stundc ca, 1 200 Paar Da-
menstrimpfe a Rii 1.~ Freitag 5-6 3047 1k
24 Werbetage 6.8.ff 1242 7
25.

Fig. 9: Sales events at the Gera branch, 1931.
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tions, but there was no corresponding demand, given the great economic need in
the country. A portion of the anniversary sale merchandise could only be sold
with high losses. Hermann Tietz OHG then ran into payment difficulties. The
Deutsche Bank, which had become the “main bank” and the company’s largest
creditor through its merger with the Disconto-Gesellschaft in 1929, nevertheless
granted an additional overdraft line of credit. When the company also exhausted
this reserve capacity, the bank is said to have become suspicious, according to
later statements from a director at its Berlin branch office headquarters at the
time, Hermann Wieland. The Tietz Group was now also “discussed” among suppli-
ers because of its poor payment practices.** This finding corresponds to state-
ments made at a meeting at Hertie in the fall of 1933, in which there was talk of a
“payment slump in 1932” that had shaken the trust of suppliers.®!

Fig. 10: “White Week” at KaDeWe, 1932.

The entire retail business sector in Germany had reached a new low in the spring
of 1932. Department store sales in May were almost 27 percent below the same
month in the previous year. In Berlin, the long-standing department store Herr-
mann Gerson became insolvent, and sales departments in many department
stores, including Wertheim, were closed down.® By the summer of 1932, the Kar-
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stadt drama reached a new juncture: the restructuring measures that had been
initiated proved to be inadequate, and the company needed a loan worth millions
since the losses could no longer be covered by reserves. In October 1931, Karstadt
had already sold its subsidiary Epa single-price chain to a banking consortium to
obtain a loan of 15 million RM. Now, only the Akzeptbank was able to step in, an
institution that had been founded by the Reich and the major banks during the
banking crisis of 1931 to provide insolvent banks with liquidity and which was
now also allowed to support other companies.®® The fact that the Akzeptbank sup-
ported Karstadt with a 25 million RM loan was seen as “Reich aid” for a depart-
ment store group that was in dire straits, and this further upset the small retailers
hit hard by the crisis. The Hauptgemeinschaft des Deutschen Einzelhandels (Main
Association of German Retailers) protested sharply against “this particularly wor-
rying case of state subsidies.”®*

In the fall of 1932, after the Deutsche Bank (then Deutsche Bank und Disconto-
Gesellschaft) had become cautious due to obvious liquidity problems within the Her-
mann Tietz Group, its board member Theodor Frank asked the owners of the com-
pany to provide information about their business situation, which, according to the
practices at the time, was tantamount to a final warning.®® The bank now discovered
that the department store company was trying to conceal its financial difficulties in
questionable ways. The accounts were notoriously overdrawn, payments were con-
stantly delayed and bad checks were being submitted.®® This was partly due to the
chaos in the accounting system for which Léwenberger was responsible, and which
a contemporary compared to “a labyrinthine magic garden.”®’ It later turned out
that the accounting of the central administration in Krausenstrafie sometimes used a
special form of “double-entry bookkeeping.” Invoices due were recorded as paid in
the books, but were not passed on to the cashier with payment instructions.®® Such
practices were not uncommon at the time. It was only after spectacular economic
scandals surfaced that compulsory audits for stock corporations were introduced
in September 1931. General partnerships such as the Hermann Tietz company still
did not have to disclose their books, and there was no supervisory board over which
the banks could have exercised a control function. The creditor banks had to rely on
obtaining information from the company, and the Hermann Tietz firm apparently
was not very cooperative. Doubts arose about the soundness of the management,
and only Zwillenberg, who was the preferred contact for the banks, was exempt
from these doubts.*’

The lack of transparency at Hermann Tietz OHG and the lessons learned
from the Karstadt disaster caused Deutsche Bank to assume a worst-case scenario.
By all accounts, it imposed a credit freeze on the Hermann Tietz Group in the fall
of 1932. In a statement written by Wieland after the war, it reads as follows: “We
made the acceptance of new credit requests dependent on the balance sheet at
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the end of 1932 and gave Tietz the responsibility to accept credit offers allegedly
made to the company by others.”®® After the firm’s Christmas business in 1932 did
not bring the hoped-for turnaround, although an end to the depression began to
appear in the German economy, the Dresdner Bank and other creditors did not
want to wait any longer,”* and the banks coordinated their actions. According to
a later statement by Hertie managing director Trabart von der Tann, he was ap-
pointed in February 1933 at the suggestion of Dresdner Bank’s supervisory board
chairman, Fritz Andreae, and “commissioned as a representative of the consor-
tium of creditors.”®* At this point in time, when Hitler had only been in power for
a few days, there could hardly have been any talk of “Aryanization”. The banks
would have assumed a scenario like that practiced at Karstadt AG. There, the
chairman of the board, Hermann Schéndorff, resigned in May 1931 “according to
a suggestion from the finance committee” of the supervisory board, and a former
member of the board of Commerzbank (then Commerz- und Privat-Bank) was ap-
pointed chief financial officer.*?

After the war, Karg explained that the Hermann Tietz Group had been
transferred into other hands solely for economic reasons. In a statement
from March 1946, he explained “that the takeover of the department stores
that previously belonged to the Tietz family was not an Aryanization, but
rather that the Tietz family’s departure was due to the economic difficulties
that arose in the years before 1933.”%* This same assertion was also later to be
seen in a much-quoted article by business journalist Hans Otto Eglau about Karg:

For Hermann Tietz, whose stores, in contrast to Wertheim, were mainly frequented by cus-
tomers from lower income groups, the onset of mass unemployment had a particularly
damaging effect. From 1930 to 1933 alone, Tietz’s sales fell by 46 percent. The three Tietz
heirs found themselves increasingly under the worried scrutiny of the big bankers whose
institutions they had become heavily indebted to. After Hitler’s seizure of power, they
agreed to a restructuring plan that stipulated that the company would be taken over by a
banking consortium led by Dresdner Bank.®

Karg supported his statement quoted above with data on the debt of the Hermann
Tietz company. At the beginning of 1933, the goods debts amounted to around
40 million RM, the bank loans amounted to 45 million RM, and this debt burden
was only offset by a warehouse worth 27 million RM.% The figures are not exag-
gerated when one considers that the Dresdner Bank was already covering bank
debts of the Hermann Tietz Group amounting to 42.1 million RM at the end of
1929, and the already mentioned group financial status calculated by the Tietz au-
ditor Wilhelm Graetz and revealed bank debts of around 48.4 million RM, as
of May 31, 1933. Unlike Karg’s quoted statement, the balance sheet prepared by
Graetz also lists real estate assets of almost 117 million RM and capital (equity) of
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around 38 million RM.%” It should be taken into account that the real estate com-
panies’ properties included in the group financial status were largely encum-
bered with mortgages and, according to the banks’ assessment, had been listed on
the balance sheet with inflated values.®® But unlike Karstadt, the Hermann Tietz
company came through the global economic crisis without a single double-digit
million-dollar loan and was able to overcome the “payment slump” on its own.
Also, not all banks viewed the Hermann Tietz company’s situation at the time as
critically as it appeared in Karg’s and Wieland’s later statements. At the renowned
Hamburg bank M. M. Warburg & Co., Zwillenberg was believed when he, together
with Léwenberger, visited their Berlin branch at the beginning of December 1932
and explained that the “temporary shortage of liquidity and the poor method of
payment” were mainly caused by the unsatisfactory anniversary sale. Zwillenberg
swore at that time of “never wanting to hold anniversary events again.”*® Warburg
extended for another year a syndicated loan in January 1933 of 150,000 British
pounds (the equivalent of three million RM) against a repayment of 25,000 British
pounds made by the Hermann Tietz company.'®

Tab. 3: Sales of the leading German department store companies from 1926 to 1933 in million
RM*.101

Year  Hermann 1929=100 Leonhard 1929=100 Rudolph 1929 = 100
Tietz OHG Tietz AG Karstadt AG™™*
1926 128.23 48 100.76 53 174.68 53
1927 224.77 84 127.75 67 260.93 79
1928 241.13 90 157.50 74 296.83 91
1929 268.96 100 190.00 100 327.83 100
1930 272.67 101 205.60 108 310.60 95
1931 246.66 92 178.60 94 247.20 75
1932 200.63 75 147.00 77 207.20 63
1933 145.69 54 105.30 55 186.50 57

*based on a retrospective calculation from 1935.
**from 1929 including the acquired companies of the Emden Group and Lindemann & Co AG.

The effects of the global economic crisis on the business of the Hermann Tietz
department stores can also be seen in sales statistics that were created retroac-
tively in 1935 for the three leading department store companies. According to
these statistics, the sales of the Hermann Tietz department stores in 1931, despite
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a decline, almost reached the level of the market leader Karstadt, which had
fallen into difficulties. Overall, Hermann Tietz’s sales fell by 46 percent between
1929 and 1933, which corresponds exactly to the number mentioned by Eglau. But
he did not mention that of the 46, only 25 percent came from the years 1929 to
1932. At the end of 1932, when Germany had already passed through the bottom
of the global economic crisis, the sales of Hermann Tietz OHG were 75 percent of
the 1929 level. Then there was a slump of 21 percent in the following year, which
was no longer due to the global economic crisis or accounting problems, but can
only be explained by the department store crisis brought about by the National
Socialists. Sales at the more solidly positioned Leonhard Tietz AG fell in 1933 in a
similar way to that at Hermann Tietz OHG, while the “non-Jewish” Karstadt AG
now showed better performance.

Despite the decline in sales and the liquidity crunch of 1932, none of the Her-
mann Tietz department stores were closed during the global economic crisis. How-
ever, the few remaining employment figures show that the crisis resulted in mass
layoffs on a scale previously unknown. Between 1930 and 1933, the number of em-
ployees at Hermann Tietz decreased from16,458 to 13,989.1%2 This decline occurred
largely during the period from 1930 to 1932, but also, to a smaller extent, was due to
the dismissals of Jewish employees that began at the end of July 1933.13
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The “Aryanization” 1933/34

The “Department Store Question” and Anti-Semitic Agitation

In Germany, a broad political debate about department stores arose in the 1920s,
which became increasingly heated. Under the slogan of “protecting retail,” a
growing number of medium-sized associations represented demands that ranged
from the reintroduction of the department store tax, which had been abolished in
1919, to the expropriation and break-up of the large department store companies.
The NSDAP also tried to make a name for itself in this milieu. Its first party pro-
gram, announced by Hitler in the Munich Hofbrauhaus on February 24, 1920, con-
tained a separate point on this issue, the 16th in a total of 25 points:

We demand the creation and preservation of a healthy Mittelstand. Immediate municipali-
zation of the large department stores and their leasing at cheap prices to small traders, the
strictest consideration of all small traders when making deliveries to the nation, the states
or municipalities.!

This passage in the party program, attributed to the National Socialist economic
ideologue Gottfried Feder, did not differ very much from the demands of other
department store opponents and can almost be assigned to the “tradition of the
political right.”

More effective at first were the campaigns of the Wirtschaftspartei des deut-
schen Mittelstandes (Economic Party of the German Mittelstand, from 1925: Reich-
spartei des deutschen Mittelstandes, Reich Party of the German Mittelstand), which
achieved some electoral success under the impact of the shock of hyperinflation in
1923. With initiatives in the Reichstag and rallies of the Reich Cartel of the National
Mittelstand, which this party had founded, it was able to mobilize a protest poten-
tial for its members who felt ignored by the major parties. The attacks by depart-
ment store opponents subsequently also focused on the uniform price stores that
had emerged since 1926, which, following the example of the American department
store giant Woolworth, offered a limited range of low-quality mass-produced goods
at uniformly low prices. In response to Woolworth’s expansion into Germany, two
department store companies enlarged their groups to include subsidiaries for uni-
form price stores: Karstadt AG founded Einheitspreis AG (Epa), and Leonhard Tietz
AG founded Einheitspreis-Handelsgesellschaft (Ehapa). These companies were
hated by the small traders because of supposedly “unfair” price competition. The
battle against the consumer associations (consumer cooperatives) was no less fierce
than the fight against the department stores and the uniform price shops, which
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were also able to offer cheaper prices than the small retailers, purchased goods
through joint bulk purchases, had their own production facilities and were commit-
ted to the principle of cash payment for goods.?

When thousands of retail businesses went bankrupt during the global eco-
nomic crisis, the call for special laws to protect retailers from department stores
and one-size-fits-all stores became louder. Reich Chancellor Heinrich Briining re-
sponded to this in April 1930 by introducing a new department store tax.* In
March 1932, the Reich President’s emergency decree to protect the economy
banned the establishment of uniform price stores for a period of two years.’
There were also strong efforts to introduce a concession requirement for depart-
ment stores and uniform price stores. They failed because of a report from the
Provisional Reich Economic Council (Vorldufiger Reichswirtschaftsrat) that was
obtained by the Reich government, in which it was shown that the department
stores would not harm retail shops and that a restriction on this form of business
would only affect consumers. In the meantime, studies had been carried out
which showed that department stores and uniform price stores did not have such
a large impact on retail commerce, as the critics had claimed. The share of depart-
ment stores in total retail trade was between 3.8 percent (Institut fiir Konjunktur-
forschung: Institute for Economic Research) and 4.5 percent (Forschungsstelle fir
den Handel: Research Center for Retail) in 1931, while the share of single-price
stores was one percent. However, significantly higher proportions were found for
Berlin and Stuttgart, the cities with the highest department store sales per capita
of the population. In an international comparison, the proportion of department
stores in Germany was somewhat lower than in France and Great Britain and
much lower than in the United States.”

From the end of the 1920s onwards, department stores were increasingly af-
fected by anti-Semitic campaigns from the National Socialists. The agitation was
directed against all “Jewish” stores, but anti-Semitic stereotypes were particularly
easy to project onto the large department store companies because most of them
had Jewish founders and owners whose names were generally known: Tietz, Wer-
theim, Jandorf, Schocken, Alsberg, Wronker, Gerson. The anti-Semitic actions
were not organized by the party leadership, which for a long time paid little at-
tention to the “department store question,” but they did provide a field of activity
for activists in the provinces. As early as 1927, the NSDAP began to organize hoy-
cotts against “Jewish” department stores in the form of “enlightenment cam-
paigns” in the run-up to the Christmas sales season.” The attacks on Jewish de-
partment stores and consumer cooperatives, instigated by the Gauleiter of East
Prussia, are a particularly striking example. Harsh slogans such as “Smash the
world’s enemy department store!” linked the Mittelstand ideology with anti-
Semitic propaganda.®
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The boycott campaigns against Jewish-owned businesses spread out and be-
came increasingly aggressive after the NSDAP’s election victory in September 1930.
With the “Kampfgemeinschaft gegen Warenhaus und Konsumverein” (Combat
Group Against Department Stores and Consumer Associations) and the “Nationalso-
zialistischer Kampfbund fiir den gewerblichen Mittelstand” (National Socialist
Fighting League for Small and Medium-Sized Businesses, hereafter Kampfbund),
Nazi organizations emerged that carried out such actions systematically. With slo-
gans such as “Don’t buy from Jews” they encouraged party members to join the
boycott. In Munich NSDAP members were threatened with expulsion from the
party if they visited “Jewish” department stores; in Dresden the local party group
monitored the shopping behavior of its members with entry stamps.’ The party
leadership avoided calls for a boycott, especially since there were a growing num-
ber of NSDAP supporters among the department store employees. The party news-
papers constantly advertised a boycott of “Jewish” businesses, while the NSDAP
press publisher was not prepared to forego advertisements by Tietz and Wool-
worth in the party organ Vélkischer Beobachter.'°
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Fig. 11: Summons of the Combat Group Against Department Stores and Consumer Associations.
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Before Christmas 1932, many Jewish businessmen again had to suffer through Na-
tional Socialist boycott campaigns.™ For the time being, however, there were no
violent riots against the Berlin Tietz department stores. This may have been be-
cause the owners were already expecting such actions and protected themselves
by paying protection money to the NSDAP and it must have been in larger sums.
On April 16, 1932, the head of the Reich Chancellery, State Secretary Hermann
Plinder stated in a note on the financing of the NSDAP that a significant portion
of the donations from businesses were provided as “so-called terror defense bo-
nuses.” Piinder cited the Hermann Tietz department store group as an example.'

The “Anti-Jewish Boycotts” after the National Socialist
Takeover

A few weeks after Hitler was appointed Chancellor, a continuous series of boy-
cotts and attacks against the businesses of Jewish merchants began. These were
not controlled actions specifically initiated by the new regime, but rather, a latent
willingness to use violence that had already become apparent in the boycotts of
the past few years was now spreading unchecked. The riots began immediately
after the Reichstag election on March 5, 1933, against a backdrop of the abolition
of fundamental rights, the beginning of persecution and the establishment of the
Nazi dictatorship in the states. The perpetrators could now be sure of the complic-
ity of a “coordinated” police force, which had been expanded to include “auxiliary
police officers” from the ranks of the SA. Starting from the first actions in the
Ruhr area, the wave of boycotts and violence spread quickly. On March 8th, a
boycott was called for in front of the Hermann Tietz department stores on Leip-
ziger Strafle and Alexanderplatz in Berlin; on March 9th, employees of an Epa
branch were mistreated in Magdeburg and shop windows were broken in Neu-
miinster; on March 11th, Braunschweig experienced a “department store storm”
in which a crowd of people in pogrom mood smashed the shop windows of the
local department stores “in a ringing frolic.”™® In Hamburg, the Hermann Tietz
department store on Jungfernstieg had to be closed on the same day because of
the riots, and in Breslau “Jewish” department stores were occupied by SA troops.**
The police did not intervene, in fact, their new chief employer in Prussia, the acting
Interior Minister Hermann Goring, called for further riots by denying department
stores any protection in a speech in Essen on March 10, 1933: “Don’t buy from Jews,
buy from the German people. I will use the police ruthlessly where anyone dares to
harm the German people. But I reject the idea that the police are a protective force
for Jewish department stores.””
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The day before, Hitler had called on party members, SA and SS members to
maintain discipline, and on March 14, Reich Interior Minister Wilhelm Frick
(NSDAP) called on the state governments in a circular to prevent “arbitrary ac-
tions” against department stores, yet the riots continued unchecked.'® The Reich
government was particularly concerned not to be associated with the attacks that
were being registered with concern abroad and in business circles. As long as Hit-
ler could not be held responsible for this, he did not want to take action against
the activists. This is also probably how his appeal was understood by the party
base. On March 13™, there were riots in front of department stores in Frankfurt
am Main, and in Karlsruhe, department stores had to be closed. On March 19th/
20th, in Pirmasens, Rhineland-Palitinate shop windows were smashed and stock
from a single-price store was set on fire."” In his study on the displacement of
Jews, Helmut Genschel cites 14 examples of department store boycotts and four of
violent riots during the period from March 6 to 27, 1933.8

At the same time, the “Jewish” department store companies saw themselves ex-
posed to smear campaigns by the NSDAP press. On March 9, this went so far that
the Hermann Tietz company was accused in the Berlin supplement to the party
organ Volkischer Beobachter of having supported the KPD [Kommunistische Partei
Deutschlands] with donations. The NS newspaper presented a forged letter from a
“cash register” belonging to the Hermann Tietz company on Leipziger Strafie —
which did not even exist at that location — to the Central Committee of the KPD, in
which it referred to a large donation from the company to the election campaign
fund (“Jewish capitalists as financiers of the K.P.D.”)."® The forgery was so clumsy
that it was exposed and became public knowledge on the same day.? It can also be
seen from the Vélkischer Beobachter article that the publication before the upcom-
ing local elections was primarily directed against the KPD. However, the accusation
was extremely dangerous for the Hermann Tietz owners, as practically anyone
who was associated with the KPD could now expect to be arrested.

Against this background of numerous “anti-Jewish boycotts” in March 1933, Hit-
ler and Goebbels decided to schedule a boycott of “Jewish” shops throughout the
Reich for April 1st to 3rd. The Reich government once again stayed out of the public
eye; Hitler left it to the Reich leadership of the NSDAP to call for the hoycott, which
the regime’s propaganda presented as a “defensive action against international Jew-
ish inflammatory propaganda.” The Jewish entrepreneurs were unable to defend
themselves against the expected terror. The Verband Deutscher Waren- und Kauf-
héuser recommended that all affected members close their stores from April 1st, a
Saturday, to April 3rd.* Even within this professional association, firms like Wer-
theim and the Tietz companies could not count on much solidarity. Rudolph Karstadt
AG, which had no major Jewish shareholder but had many employees of Jewish ori-
gin, preferred to “buy” its way out of the boycott at the expense of these employees.
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Fig. 12: Tumult in front of the Alexanderplatz department store, March 1933.

The Karstadt board assured the NSDAP leadership that the Jewish employees would
be fired and in return their stores remained open and sales were continued undis-
turbed on April 1st.%

The Hermann Tietz department stores in Berlin, however, stayed closed
on April 1st. SA guards paraded in front of their entrances with pre-made posters:
“Germans! Defend yourselves! Don’t buy from Jews!”, and activists from the Na-
tional Socialist Kampfbund covered the facades with anti-Jewish graffiti. As a re-
sult of the false report in the Vélkischer Beobachter, posters with the slogan “Tietz
supports the murdering Reds” were hung on tram poles in the streets around the
KaDeWe on Wittenbergplatz.”® A report in the Frankfurter Zeitung gives a clear
impression of the events in Berlin:

At Alexanderplatz, in Konigstrafie, at the town hall and further up to the north, the traffic is
difficult to manage in places. There are so many people out and about here. In these areas,
protestors have supplemented the official boycott text. “Juda perish” and swastikas are
painted brown on the large windows of the (closed) Hermann Tietz branches. “Attention,
danger to life, Judas out, attention Itzig, off to Palestine, Jews out or to Jerusalem.” “Death to
the Jewish agitation” also appears occasionally.?*
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On the big stage in the center of Berlin, under the eyes of the foreign press and
many photographers, the boycott day took place largely according to the party
leadership’s instructions without any attacks. Propaganda Minister Goebbels
joined the Nationalsozialistische Betriebszellen (National Socialist Factory Cells),
including those from the Tietz department stores, at a rally in Berlin’s Lustgarten.
Elsewhere exhibition windows were smashed, 600 shops were allegedly occupied
in Munich, and 107 Jewish businessmen were taken into “protective custody” in
Regensburg.”® In Hamburg, the large Tietz department store on Jungfernstieg was
kept open, but customers stayed away, even though there was only a single SA
man with a sign standing in front of the entrance.?

Although the boycott was not followed everywhere and was broken off after
just one day, the Nazi leadership’s action was useful in several ways. It had an
integrating effect within the party; the activists in the SA, the Nationalsozialisti-
sche Betriebszellenorganisation (National Socialist Factory Cell Organization),
NSBO) and the Kampfbund felt understood by the party leadership. An even
more important result was the certainty that the public acknowledged the stigma-
tization of Jews without objection and that audiences in large cities saw it as a
spectacle that they did not want to miss. Last but not least, it succeeded in spread-
ing intimidation and uncertainty, which corresponded to the classic practices of a
dictatorship.

The long-standing National Socialist operating cells of the Hermann Tietz depart-
ment stores also received a boost from the boycotts. In March, NSBO activists moved
to suddenly replace works councils with arbitrarily appointed commissioners* — sev-
eral weeks before the abolition of freely elected works councils was officially regu-
lated in the law on works councils and economic associations of April 4, 1934. Parallel
to the “anti-Jewish boycotts,” the cells organized work stoppages in the department
stores that were passed off as solidarity actions. The salespeople appeared at work
but did not serve the customers. Many apparently bowed to pressure from the NSBO,
even though it was clear to them that their jobs would also be lost along with the
customers. On May 11, 1933, Zwillenberg reported to the head of the Berlin branch of
the Warburg Bank that the conditions in the company were “very disturbing.” The
owners had already turned to the NSDAP party leadership for help because of the
cells’ activities. From there they were assigned a party comrade as a commissioner
who was now trying to get the employees back to work.”® Such efforts were later
described differently by two lawyers for the Tietz family in restitution proceedings
before the Berlin regional court. According to their reports, the owners of the Her-
mann Tietz company commissioned an officer, Lieutenant Colonel Sichler, to prevent
attacks by the National Socialist cells in the branches.” Why Sichler seemed suitable
for this task remains an open question, as there is no information about him in the
archives. A heavy burden for the Hermann Tietz owners, as well as for all depart-
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Fig. 13 and 14: “anti-Jewish boycott,” April 1, 1933 in front of the KaDeWe (upper photo) and in front
of the Leipziger StraRe department store (lower photo).
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ment store entrepreneurs, was that the future of this form of business appeared ex-
tremely uncertain. The associations and fighting groups of department store oppo-
nents were able to count as a success the law passed on March 12, 1933 to protect
medium-sized businesses. The law completely banned the operation of single-price
shops and prescribed a ban on the establishment of retail shops, which was initially
limited to November 6, 1933, but was later extended and finally became a general
concession requirement. The department stores were now also forbidden from oper-
ating craft workshops, their popular restaurants (“taverns and restaurants”) were
only allowed to operate in exceptional cases, and the special sales that had previously
taken place frequently were only permitted on a few fixed dates.*® The press in-
dulged now in the question “What will become of the department stores?”, the Main
Association of German Retailers demanded the conversion of the department stores
into “large specialty stores”, the Reich Finance Ministry was working on the introduc-
tion of another department store tax, and the “wild” boycott actions were most likely
to continue.™

Edging towards Collapse: The Hermann Tietz Group
in the Department Store Crisis of Spring 1933

This uncertainty was a catastrophe for department store companies. The boycotts
of previous years had no impact on sales because participation was too low. Even
the closure of the department stores during the “anti-Jewish boycott” on April 1st
did not in itself have a decisive impact on business development. But now busi-
ness dropped off dramatically. At the Hermann Tietz company, sales fell by 43 per-
cent in April 1933, most significantly in the branch stores in Dresden, Gera and
Weimar.* A decline of a similar magnitude followed in May; overall, sales in Ger-
man department stores were now 19.7 percent below the already low level of the
previous year, and in the food departments they were down by 26 percent. The
published comparisons with specialist retail stores show how much this decline
was caused by the National Socialist campaigns. When it comes to clothing and
textiles, department stores experienced a decline in sales of 18.3 percent, while
specialist textile stores only recorded a decline of 4.2 percent. Even the press
could only explain these figures by saying that department store sales were
“under pressure from special circumstances.”*® The downturn continued in June,
even though the German economy was emerging from the global economic crisis
and unemployment was gradually falling. Sales at department stores were now
22.2 percent below the previous year’s level overall, and 19.8 percent lower for
textiles.>*
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Apparently, a significant proportion of department store customers had
changed their shopping behavior under the influence of the boycotts. This would
have been particularly true for NSDAP members, whose number jumped to
2.5 million in the spring of 1933. They were forbidden by their local groups from
entering department stores. Many others may have stopped shopping in depart-
ment stores out of pure opportunism, others because they feared they would suf-
fer disadvantages if they were registered or denounced as department store cus-
tomers. It was of little use to Karstadt that the company was able to present itself
as a “German company” after the mass layoffs of Jewish employees on April 1st.
Sales also fell here because all department stores had apparently lost their previ-
ous popularity due to the boycotts.

In March 1933, Hermann Tietz OHG was still able to pay in full the mortgage
interest due.* But due to the decline in sales in the following months, the already
struggling company ran into massive payment difficulties. The economic policy
magazine Der deutsche Volkswirt explained this fatal development in a review of
the Hermann Tietz Group’s second quarter of 1933:

The Hermann Tietz company has suffered the most serious loss of financial mobility in the
last few months. A department store purchases goods based on a preliminary budget:
around January, April’s sales are estimated and orders are placed based on these expected
sales. In the event of a significant, unexpected decline in sales, such as the one caused by
the boycott movement, the goods debts suddenly increase and there are no funds available
from sales to pay them.*®

Hermann Tietz OHG was now no longer able to pay the suppliers’ invoices or
could only pay them with large arrears, and many suppliers stopped deliveries or
insisted on payment in advance, which led to further liquidity problems and a
“catastrophic shortage of goods” for Hermann Tietz OHG.>” Because of the decline
in income, there was a risk of running out of funds for salaries and wages. In
order to save the company from collapse, Betty Tietz pledged a large part of her
private equity holdings to Deutsche Bank on May 30, 1933: shares in Badische
Grundwert AG, Bekleidungs-Handels AG, Brandenburgische Grundwert AG, Han-
delsstatte AG and Deutsche Boden AG. She was not forced to do this since as a
silent partner she was not liable for the company’s debts.® However, according
to Deutsche Bank, Betty Tietz could not avoid this step because there were shares
on the OHG balance sheet that, as the property of a silent partner, were not liable
capital.:“9 With this pledge of securities, Oscar Tietz’s widow was, in a sense, risk-
ing the family’s silverware in this business gamble. These pledged securities in-
cluded the shares of Brandenburgische Grundwert AG, which owned the build-
ings of the Leipziger Strafie department store and the corporate headquarters.
Also included were the shares of Deutsche Boden AG, which owned a real estate
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area on Kurfiirstendamm. On June 8, 1933, Betty Tietz also pledged her assets as a
silent partner. Her daughter Elise Zwillenberg joined in and made a similar com-
mitment regarding her silent contribution.*’

Fig. 15: Hermann Tietz company cell of the NSBO, May 1, 1934.

Through these pledges it was possible to keep the suppliers quiet for the time
being. However, the banks now considered the Hermann Tietz Group’s situation
to be “extraordinarily precarious.”* It was obvious that the company could not
hold out much longer. In June 1933, the Hermann Tietz company was on the brink
of illiquidity and could only be saved with a double-digit million loan to pay back
suppliers. The owners had already turned in vain to the Deutsche Bank for this
loan.*” The fact that the bank refused was not surprising given the credit freeze
that had apparently been in place for a long time, and the Tietz owners were able
to calculate that they would not have received this required loan from any other
major German bank. But the credit freeze was not for the usual reasons in bank-
ing, but rather because the banks were no longer willing to stand behind Jewish
department store entrepreneurs. Jewish publishers were no different. The Rudolf
Mosse Foundation of the Lachmann-Mosse publishing family learned in June 1933
that they could only receive a bridging loan from the Dresdner Bank with the con-
sent of the Reich government.*?
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The banks readily met the expectations of the state and party leadership, but
at the same time were caught in the new political framework. As long as the fu-
ture of the department stores in the Nazi state was completely uncertain and fur-
ther boycotts against “stores run by Jewish owners” had to be expected on a daily
basis, a million-dollar loan to a “Jewish” department store group represented an
incalculable risk for the banks involved. The only way to limit the risk was
through political connections. Because of the changed jurisprudence of the Reich
Court, the banks had little leeway in these matters. According to the principle of
creditor liability introduced in a decision by the Reich Court, loans to “companies
that are already at risk” were considered a delay in bankruptcy and made the
bank liable to recourse against other creditors. Even with sufficient collateral,
such loans were not permissible as “bank loans.”** A large company as “endan-
gered” as Hermann Tietz OHG simply could not obtain the required million-mark
loan without political approval.

The Tietz owners’ good connections to foreign banks were also of little use in
this situation. Banks in Amsterdam and Zurich, the Transandine Handel Mij. and
Blankart & Cie. were prepared to step in with a bridging loan of 7.5 million RM,
but did not receive the necessary approval from the German authorities.* The
Hermann Tietz owners now turned to the Akzeptbank, which a year earlier had
saved Karstadt AG from bankruptcy with the aforementioned 25 million RM loan.
This financial institution was founded by the Reich during the banking crisis of
1931 as a backup bank (“Bad Bank”) for twelve banks, including all of Berlin’s
major banks. The Reich held a share of 80 million in the share capital of
200 million RM, and the Reichsbank subsidiary Deutsche Golddiskontbank and
Deutsche Bank each held 20 million RM. With a rediscount commitment from the
Reichsbank, the Akzeptbank granted loans that were not permitted by the
Reichsbank.*® The considerable influence of the Reichsbank and the Reich gov-
ernment was no obstacle to the Karstadt loan from the Akzeptbank. The Briining
government had stayed out of the proceedings at the time, but now it was about a
major loan for a “Jewish” department store company during the Nazi govern-
ment. The case was so sensitive that the Reichsbank, which was behind the Ak-
zeptbank, did not want to leave the decision to the Reich Ministry of Economics;
rather, its Ministerial Director Reichardt was asked to obtain the consent of the
Reich Cabinet. This made the loan a high-level political issue; the decision would
rest with Hitler.

There was strong support from the business community and the Reich Minis-
try of Economics for the Tietz owners’ loan application to the Akzeptbank. People
there were firmly convinced that the department store group was only in tempo-
rary payment difficulties and could be saved. However, dropping the application
would have unmistakable consequences for the entire German economy. The
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“system relevance” (too big to fail) of the Hermann Tietz department stores, on
which around 20,000 mainly medium-sized suppliers depended, was not the only
argument. For informed observers, there was no doubt that this company had
come to the brink of insolvency not because of the high level of debt, but because
of the political campaigns against “Jewish” department stores, and that this was
different from what had happened before with Karstadt — it was a temporary cri-
sis that could be overcome with the backing of the loan applied for. The Frank-
furter Zeitung wrote on July 15, 1933: “According to the conviction of well-
informed sources, the tense situation into which the Hermann Tietz group had
found itself is essentially to be viewed as a result of the special crisis affecting
department stores in general and some large corporations in particular for sev-
eral months.”*’

This was also the conviction in the Reich Economics Ministry. When the
Reich Cabinet discussed an “intervention in favor of the Hermann Tietz depart-
ment store group” outside the agenda on June 23, Ministerial Director Reichardt
commented on the status of the company: “The business turnover has fallen
sharply. The supplier debts can not be paid and orders to the industry will not be
placed. The company’s balance sheet is healthy and its assets exceed its liabilities.
The company is only in temporary difficulties.”*® Reichardt campaigned with
great vigor to save the Hermann Tietz Group with a loan of eleven million RM to
pay off supplier debts. The Akzeptbank was willing to do this with the help of the
Reichsbank, sufficient security was provided, but the Reichshank wanted to know
“whether the Reich government agreed to this loan.”*’

Reich Economics Minister Alfred Hugenberg (DVP, German National People’s
Party) supported Reichardt and explained that the expansion of department
stores had to be prevented, but that breaking up existing companies would dam-
age the German economy. Hitler was not impressed by this reasoning. He be-
lieved it was pointless to support department store groups; they were “not
viable.” Measures like the proposed loan “would only serve the purpose of post-
poning the catastrophe.”® The cabinet then made no decision. On the same day,
Reichsbank President Hjalmar Schacht made it clear in a letter to the State Secre-
tary of the Reich Chancellery that the Reichsbank could only intervene in the Her-
mann Tietz Group once “secure economic foundations for granting loans have
been created.” By this he meant that the “Mittelstand issue of the department
store problem with the complications that have arisen from a national perspec-
tive” would be clarified “positively.”*" The Reichsbank President thus made it
clear that the Akzeptbank would only support the Hermann Tietz Group when
the future operation of department stores was politically secure.

But there wasn’t that much time left. The supplier debts had now risen to
around 32 million RM, the bank debts to 50 million RM, the mortgage debts to
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52 million RM, and the Tietz family could not pledge an unlimited amount of pri-
vately owned securities in order to hold off the creditors. The banks expected
that the Hermann Tietz company would have to stop payments on June 30th if it
did not receive a loan.** To prevent the worst from happening, the Akzeptbank
stepped in with a bridging loan of 1.5 million RM against mortgage collateral.>®

The Path to Hertie: The Banks’ Conversion Plans
and the Political Framework

The Reich-wide “anti-Jewish boycott” of April 1st turned out to be an overture to
the “Aryanization” of department stores, which now began under the slogan of
“Gleichschaltung” [enforced alignment]. In the following, “Aryanization” is under-
stood to mean the transfer of values from the property of Jews to non-Jews during
the National Socialist era, including processes aimed at this result.>* Since it is a
term from National Socialist terminology, its use is problematic. Nevertheless,
this term is used worldwide in specialist literature because there is no similarly
apt term.” This special context is expressed by writing the term in quotation
marks. The use of the contemporary term “Gleichschaltung” also requires expla-
nation. In the case of the Hermann Tietz Group, it seems appropriate to differenti-
ate between the first stage of “Aryanization” in the spring and summer of 1933,
which led to the Tietz family being pushed out of their company, and the family’s
forced renunciation of their company assets a year later. For the first phase, the
contemporary term “Gleichschaltung” is therefore also used, which, in the sense
of a uniform alignment, was introduced by the Nazi state and in the spring of
1933 quickly became a synonym for the exclusion of Jews and politically unpopu-
lar people from administrative bodies, companies, associations, and clubs.

Along with publishers, department stores were among the sectors of the pri-
vate economy that were included in the “Gleichschaltung” at an early stage. Un-
like in the public sector, the dismissal of Jews in private companies and associa-
tions took place in the early years of the regime without any legal basis. The
“Aryanization” of property values in this sector was also based on private law
contracts and orders from individual authorities until 1938. Through boycotts, the
withdrawal of orders, targeted incitement and open terror, it was possible to de-
stroy the economic existence of Jewish business owners just as much as through
laws. In the large retail sector, the ouster of Jewish owners and the dismissal of
Jewish employees were the subject of a political campaign in the spring of 1933,
with which the banks aligned themselves. After Karstadt fired its Jewish employ-
ees on April 1, 1933, the Jewish board members of one of Germany’s largest de-
partment store companies had to resign on the day of the boycott. On that day,
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Alfred Leonhard Tietz was forced to hand over management of Leonhard Tietz
AG, in which his family still held 53 percent of the capital. The eldest son of the
company founder, a cousin of Georg and Martin Tietz, feared for the existence of
the company. In the run-up to April 1, he brought his wife and children to the
Netherlands out of concern for their safety. He then negotiated together with
board member Franz Levy in Berlin with representatives of the financial world,
the government and the NSDAP. He was promised that the company would be
preserved on the condition that all Jewish members of the supervisory board and
executive board resigned from their positions. After Alfred Leonhard Tietz and
the other Jewish board members resigned on April 1, the Jewish supervisory
board members announced their resignation two days later at a meeting in Deut-
sche Bank’s offices in Berlin. Finally, two Jewish board members were allowed to
stay temporarily and Alfred Leonhard Tietz was allowed to move to the supervi-
sory board. To confirm the new board, the company had to obtain approval from
the NSDAP leadership. It was granted on the condition that the descendants of
Leonhard Tietz sold their majority shareholding to non-Jews (“Aryans”). The
shares were acquired at a bargain price of ten to eleven percent of the nominal
value by a consortium of banks, led by the Commerzbank (then Commerz- und
Privat-Bank).>

It could not have been demonstrated more clearly that the banks were now
following the guidelines of the Nazi regime. They were unable to assert any eco-
nomic reasons for the “Aryanization” of Leonhard Tietz AG. The company was
solidly positioned and did not rely on a loan worth millions, but was only threat-
ened by attacks from the National Socialists and by political pressure. The banks
also had no economic incentive for such involvement in the department store in-
dustry. All department stores had suffered from the global economic crisis, and
their future was an open question after the National Socialists came to power. In
view of the propaganda of the Fighting Leagues for Small and Medium-Sized Busi-
nesses and the constant “anti-Jewish boycotts,” no one could guarantee the con-
tinued existence of this form of operation. From this point of view, it was a high
risk for the banks to invest in a department store group. In general, financial in-
stitutions entered into such investments out of commercial obligation because no
other buyer could be found. But now they acted primarily out of political expedi-
ency. By placing themselves in the service of “Gleichschaltung,” they took on a
role expected by those in power that did not correspond to the traditional princi-
ples of the industry. It was not part of a banker’s business to restructure corpo-
rate clients’ boards of directors according to political guidelines and to intervene
in ownership structures; even state banks had not previously seen this as their
task. It was certainly not appropriate for a respectable businessman to base his



48 =—— 2 From Hermann Tietz to Hertie

behavior on the religion of the respective business partner and to take advantage
of the no-fault plight of a long-standing corporate customer.”’

The behavior of the creditor banks towards the company Hermann Tietz
changed accordingly. As already mentioned, when the first considerations sur-
faced in February 1933 of intervening in the management of the company with a
representative of the consortium, probably no one was thinking about “Aryaniza-
tion”. Presumably the creditor banks had an eye on changes in the corporate
management similar to those at Karstadt AG, where the chairman of the board
Hermann Schondorff in May 1931, “following a suggestion from the finance com-
mittee” of the supervisory board, had the board resign and a bank trustee, Paul
Spethmann, appointed as CFO.>® But Schéndorff had to resign solely because of
the firm’s high losses, not because of his Jewish origins, and, similarly, the re-
spected, 76-year-old (non-Jewish) company founder Rudolph Karstadt was moved
from the board of directors to the supervisory board in 1932 for age-related
reasons.”

After the Tietz family was forced out of Leonhard Tietz AG, there could be no
doubt that politicians and the banks would also push for “Aryanization” at Her-
mann Tietz OHG and that this would no longer just be a matter of economically
justified restructuring. Although the company ran into increasing financial diffi-
culties, the banks had no plan to make this move until early June 1933. It was only
when the loan application was submitted to the Akzeptbank that they began to
develop concrete ideas. This is documented in detail in the minutes of the meet-
ings at the Berlin branch of the bank M. M. Warburg & Co., whose head, Spiegel-
berg, regularly exchanged ideas with Zwillenberg. According to the minutes of
the meeting on June 7th, from that point on, the banks discussed whether the Her-
mann Tietz company “could be transformed into a German company.”® The
banks were faced with the problem “that it was a private company operating
with 100 % Jewish capital.”®! The owners Georg Tietz, Martin Tietz and Hugo Zwil-
lenberg were personally liable partners and therefore could not resign like the
Jewish board members of the stock corporation Leonhard Tietz. If a personally
liable partner left, he had to be released from liability in accordance with the
then still valid legal provisions. However, the owners of Hermann Tietz OHG
were liable for the entire debt burden of the company with their private assets.
The banks did not want to release them from this obligation without an analysis
of their assets, and who would have been prepared to assume liability in their
place for debts of this magnitude?

There were considerations about leasing the Hermann Tietz Group in its en-
tirety to Rudolph Karstadt AG or Leonhard Tietz AG, which could then be consid-
ered a “German company”, as well. However, the formation of such a gigantic de-
partment store group was regarded to be unreasonable.®” When intensive
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negotiations were held in mid-June about a large loan from the Akzeptbank for
the Hermann Tietz company, the creditor banks willingly gave the Akzeptbank
the lead.®® This only changed when it became clear that the Akzeptbank loan
would not be possible and Hermann Tietz OHG would collapse on June 30th.
Now, due to the Hermann Tietz case, the entire “department store question” sud-
denly came back onto the agenda of the government and the NSDAP party leader-
ship. The head of the NSDAP’s main economic policy office, Otto Wagener,
commissioned his party comrade Bjérnsen Schaar to take care of the department
store problem.®* This could not have been good news for the banks. Schaar had
already been discussed as commissioner for private banks in May 1933. In the
meeting minutes of the Berlin management of M. M. Warburg & Co. he was intro-
duced as “a National Socialist who is mentioned here very often” and who had
previously been a temporary representative of the US company Field, Glore
& C0.%

A meeting was scheduled for June 26th at the Akzeptbank with the heads of
the creditor banks of the Hermann Tietz Group. The chairman of the supervisory
board of Akzepthank, Bernhard Dernburg, a man who had always been highly
respected in the financial world and the ministerial bureaucracy, announced at
this meeting that his bank had provided the Hermann Tietz company with a loan
of 1.5 million RM, so that the company did not have to stop payments at the end
of the month.®® Dernburg had apparently succeeded in convincing Reichsbank
President Schacht to agree to a bridging loan of this amount. He now made it un-
equivocally clear to the representatives of the creditor banks that the Akzeptbank
would meet the further credit requirements of the Hermann Tietz company,
which he estimated at 15 million RM, but “only with a guarantee from the banks
and the consent of the government.” According to the report from M. M. Warburg
& Co., the bank representatives present then declared that “the first prerequisite
for the loan is that the boycott against the department stores ends.”®’

At the close of the meeting, a committee was formed from the three largest
creditors — Deutsche Bank, the Dresdner Bank Group and the Mendelssohn & Co.
bank - with top-notch members, including board members Theodor Frank and
Fritz Wintermantel (both Deutsche Bank), Siegmund Bodenheimer (Dresdner
Bank) as well as the private bankers Charly Hartung (Hardy & Co.) and Rudolf
Lob (Mendelssohn & Co.).%® It should be noted that four of these five bankers
were of Jewish origin, and thus Frank and Bodenheimer had to leave their banks
a few months later, and that Hartung and Lob also had to leave their positions
and then emigrated a few years later.

In the meeting at the Akzeptbank on June 26, it was also announced that the
owners of the Hermann Tietz company were “in principle prepared to submit to
a process of ‘Gleichschaltung.””®® However, this was not a voluntary readiness, as
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the family was not willing to negotiate its departure from the company. Unlike
Alfred Leonhard Tietz, Georg Tietz, Martin Tietz, and Hugo Zwillenberg did not
feel personally threatened, and as personally liable partners, they saw themselves
in a comparatively secure position. Without their signature, the company’s an-
nual financial statements were not legally binding.”

How the Tietz family’s resistance was broken cannot be proven beyond
doubt and leaves a lot of room for speculation. The Tietz lawyers Hans Aldenhoff
and Walter Schmidt stated in a restitution procedure before the Berlin Regional
Court that the Hermann Tietz owners had been put under pressure by depriving
them of their liberty and confiscating their passports. They relied on affidavits
from Georg and Martin Tietz, which are no longer available.” Since the extortion
is neither contemporary nor mentioned in other documents from the numerous
restitution proceedings, the description by the lawyers Aldenhoff and Schmidt
from 1950 is a problematic source. But it is entirely possible that the Tietz family
was forced by such methods to agree to the “Gleichschaltung” of their company.
The lawyers’ statements are therefore reproduced below with reservations.

Georg Tietz, Martin Tietz and Hugo Zwillenberg went to the luxury Adlon
Hotel on June 22, 1933 for a discussion about measures to be taken against the Na-
tional Socialist company cells. After the company owners were led into a room, it
turned out that it was a trap. Hermann Goring’s cousin Herbert unexpectedly ar-
rived and explained “that serious accusations were being made against them.” Gor-
ing asked the company owners to “view themselves as his guests at their own ex-
pense and not to leave the room until they had agreed in principle to the inclusion
of a GmbH to be formed by the banks as a “Gleichschaltung” partner in the com-
pany and to the dismissal of the head of central purchasing, Nathan Miiller.””* At
the same time, Georg Tietz, Martin Tietz, and Hugo Zwillenberg had their passports
confiscated.” But they did not let this intimidate them. Despite the hopeless situa-
tion, they only agreed to these terms after ten hours of deliberation.”

The aforementioned names and details would seem to substantiate a valid
core to this description of events. Herbert Goring later became general advisor in
the Reich Ministry of Economics and was a member of numerous supervisory
boards.” It is unlikely that he was sent by a bank; it is more likely that it was an
action initiated by the Reich Ministry of Economics or a special mission on behalf
of Hermann Goring. Coercion of this type was not uncommon at the time. It was
almost common practice for a “man in charge” to take over if Jewish entrepre-
neurs did not want to conform to a “Gleichschaltung” process. For example, a
man appeared at the Rudolf Mosse Foundation who claimed to be a state commis-
sioner for special assignments and department head of a state police office, de-
claring that he had been commissioned by the Prussian Prime Minister Goring “to
settle the matter on his own.””®
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If the extortion in the Adlon Hotel took place on June 22nd, 1933 as Aldenhoff
and Schmidt stated — which is not ironclad because its declaration contains obvi-
ous dating errors — then it is obvious to assume a connection with the scheduling
of the bank meeting on June 26th and the bridging loan granted by the Akzept-
bank in those days.”’ Seen from this point of view, the group would have stopped
payments on June 30th without the forced consent of the owners to accept
“Gleichschaltung.” Perhaps the knowledge of this and the banks’ credit freeze
were enough to move the Tietz family to agree.

What is certain, however, is that even before the meeting of the bankers at
the Akzeptbank on June 26th, there had been considerations about the “Gleich-
schaltung” of the Hermann Tietz company by establishing a limited liability com-
pany (GmbH). The underlying idea is easy to understand. By engaging a GmbH as
the personally liable partner of the general partnership Hermann Tietz company,
control over the management could be gained without having to be liable for the
large debt amount.

At the Warburg Bank, this plan was known as “Dr. Spiegelberg’s suggestion,”
since it could then be traced back to a Jewish private banker.”® However, Spiegel-
berg’s suggestion can only be found in the minutes of a meeting on June 30th, in
which he reported about the bank meeting on June 26th. If the plan had been
completely new at the time, Herbert Goring would not have known about it when
he blackmailed the company owners in the Adlon Hotel. In fact, Spiegelberg only
summarized in his “proposal” the status of the talks, in which many parties were
now involved: the creditor banks, the Akzeptbank, the Reich Ministry of Econom-
ics, Wagener’s special representative Schaar and, last but not least, the Tietz fam-
ily. Spiegelberg, together with the department store entrepreneur Salman
Schocken, persuaded Schaar to stop the boycotts against department stores. The
concern that the department stores would not survive their opponents’ cam-
paigns led Spiegelberg to see “Gleichschaltung” as the lesser evil. Not willingly,
but out of necessity, he was focused urgently on “finding the minimum formula
for ‘Gleichschaltung’ in the Tietz case, since without it the government cannot
find a way to terminate the boycott movement.””

With the caveat that “if a ‘Gleichschaltung’ was necessary,” Spiegelberg rec-
ommended “as the simplest formula” the following:

It will be a G.m.b.H. or AG. This G.m.b.H. or AG., whose capital is taken over by the two
major banks involved with the corresponding conversion of loans into shares, joins the gen-
eral partnership Hermann Tietz as a personally liable partner. The general partnership Her-
mann Tietz then has to change its name and legal form to G.m.b.H. or AG. And becomes, for
example, “Deutsches Kaufhaus AG.” [. . .] At the moment, this proposal is at the forefront of
the discussion compared to all other conversion plans. Bjérnsen Schaar described it as prob-
ably acceptable to the party and the Tietz owners also found it to be the most acceptable.®’
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The proposals for the “Gleichschaltung” of the Hermann Tietz company through
the involvement of a GmbH or AG were pursued after the bank meeting
on June 26th, but they only made sense if the company received the large loan it
needed from the Akzeptbank and remained solvent. Of the two conditions that
Dernburg, chairman of the Akzeptbank Supervisory Board, had set for this move,
“a guarantee from the banks” and “the consent of the government,” this first one
was considered to have been fulfilled after the banking meeting at Acceptbank
and the constitution of the Banking Committee. The government’s consent — and
that was to be equated with Hitler’s consent — was still pending.

The discussions in the Reich Cabinet about the attitude concerning the Ak-
zeptbank loan applied for by the Hermann Tietz department store group would
probably have dragged on even longer if Reich Economics Minister Hugenberg
had not resigned on June 27, 1933 because of a scandalous speech at the London
World Economic Conference. Kurt Schmitt, the previous general director of Al-
lianz Versicherung (then Allianz and Stuttgarter Verein Versicherungs AG), was
appointed as his successor. He had only been a member of the NSDAP for a few
months, but was Goring’s preferred candidate, who thus prevailed with Hitler.
After Hugenberg, who was loathed in the industry, Géring wanted to see a busi-
ness representative in this position.®!

On July 4, 1933, the cabinet, with its changed composition, again discussed a
large loan from the Akzeptbank for the Hermann Tietz company, this time in con-
nection with a loan for the “Jewish” Mosse Group, which was also up for a deci-
sion. The new Reich Economics Minister pointed out that there was a threat of
illiquidity and that this would affect 30-40,000 livelihoods. He suggested “that the
banks should be allowed to restructure these businesses in an economically justi-
fiable manner, unless there are particular political reasons against this.” Of all
people, the new State Secretary of the Reich Ministry of Economics, the Nazi eco-
nomic ideologist Gottfried Feder, who played a key role in writing the party pro-
gram of 1920, jumped to the minister’s side. He pointed out that a large number
of medium-sized suppliers depended on the Hermann Tietz Group. Hitler now
had no objections. In summary, at the end of the meeting Feder stated that there
were no concerns raised about a successful restructuring. It remained up to the
banks to check whether they believed they could carry out a restructuring.®*

Twenty years later Elmar Michel, former high ranked officer for retail mat-
ters, stated in an interview with Heinrich Ulig, journalist and author of the book
Warenhduser im Dritten Reich [Department Stores in the Third Reich], that he had
learned more from Minister Schmitt and State Secretary Posse. Based on Michel’s
recollections, Uhlig wrote: “Hitler, of course, indignantly rejected the restoration
of a non-Aryan department store using Reich loans. Schmitt then presented him
with statements from industrial circles and food processing companies as well as
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the documents about the business connections of the Hermann Tietz Group. After
two hours of heated arguments, Hitler capitulated.”®® One can assume that Mi-
chel, who was now working as a minister in the Federal Ministry of Economics
and was controversial because of his Nazi past, wanted to see his former minister
properly honored.® It was not Hitler’s manner to capitulate to a minister. But it
is clear from the course of the decision-making process that Schmitt must have
played a significant role. Hitler changed his attitude to the Akzeptbank’s Tietz
loan between June 23 and July 4, 1933, and Schmitt took office on June 30th. The
deciding factor was probably not just Schmitt’s arguments, but also a change of
course in the regime’s economic policy, which was linked to Schmitt’s ap-
pointment.

Goring had offered Schmitt the position of Reich Economics Minister and
promised the politically inexperienced Allianz General Director his and Hitler’s
support.® It had previously been expected that Otto Wagener, Hitler’s long-time
confidant on economic issues, would be appointed Reich Economics Minister. Wa-
gener had strong support in the party apparatus, was an “old fighter” of the
NSDAP and was close to the Kampfbund. In the corporations he had made few
friends with the brutal “Gleichschaltung” of the business associations, including
the Association of German Department Stores.*® When a number of NSDAP offi-
cials advocated Wagener’s appointment as Reich Minister for Economics and
when a campaign against the “capitalist” Schmitt arose in the party, Hitler sensed
that opposition to the party leadership was brewing and took firm action: Wage-
ner was stripped of all his offices.®” Against this background, Hitler could hardly
resist Schmitt’s insistence on a Tietz loan.

Feder’s vote probably also had some weight in the Cabinet meeting
on July 4th, which so far has been seen as something of a curiosity.*® Appar-
ently the Kampfbund had backed down in the negotiations with the Akzept-
bank in order not to risk the collapse of the department store groups. Those
involved did not want to take responsibility for the consequences of their own
actions.?? Feder, like Schmitt, had also received stacks of mail from very con-
cerned medium-sized Tietz suppliers.

However, Hitler’s about-face in the case of the Tietz loan was not just about
preserving the second largest German department store group. The approval of
this loan was also a litmus test for the change in direction in economic policy
initiated by Schmitt’s appointment. On July 6th, Hitler declared the National So-
cialist “revolution” complete in front of an audience of Reich governors,® and
on July 7th, his deputy in the NSDAP, Rudolf Hess, issued a decree prohibiting
the party members’ actions against department stores:
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The attitude of the NSDAP to the ‘department store question’ is fundamentally still un-
changed. Its solution will come at an appropriate time in accordance with the Nazi program.
With regard to the general economic situation, the party leadership does not consider it nec-
essary for the time being to take an active approach with the aim of bringing department
stores and department store-like businesses to a standstill. At a time when the Nazi govern-
ment sees its main task in helping as many unemployed people as possible to find work and
bread, the Nazi movement must not counteract this by denying jobs to hundreds of thou-
sands of workers and employees in the department stores and the companies dependent on
them. The divisions of the NSDAP will therefore be forbidden to take actions against depart-
ment stores and department store-like businesses until further notice. Alternatively, NSDAP
members are forbidden from advertising for department stores.”

The Hess decree was a shock for the Kampfbund, but it was also clear from the
wording that the “solution to the department store question” had only been post-
poned, not put to rest. The decree was not only deliberately made this way out of
consideration for the department store opponents in the party. Hitler was not
prepared to guarantee the existence of the department stores; he still considered
them harmful. For him, the shift in economic policy only had a tactical meaning;
it was situational and reversible at any time. The public understood the decree in
this way, which ultimately meant that the uncertainty remained, and this dam-
aged the business of the department stores.

The Founding of Hertie and the Beginning of the
“Aryanization” of the Hermann Tietz Company

With Hitler’s approval of the Akzeptbank loan and the ban on department store
boycotts, the political conditions were in place to support the Hermann Tietz com-
pany. The Reichsbank’s conditions for the million-dollar loan from Akzeptbank
that the company applied for were also met. In a letter to Hjalmar Schacht
dated July 10, 1933, Reich Economics Minister Schmitt gave the Reich govern-
ment’s assurance that the department stores were no longer at political risk and
asked the Reichsbank President to release the loan funds.*

The press had not yet reported on the critical situation of the Hermann Tietz
Group, the negotiations for a loan, and the banks’ plans. On July 15th, Hardy & Co.
went public with a press release: “In the last few days, consultations have taken
place with the institutes and banks that are primarily interested in the Hermann
Tietz company. As a result of these discussions, it can be announced that after the
company has been reorganized, the continuation of the business on an economic
basis is secured.”®® Four days earlier, the general meeting of Leonhard Tietz AG
had decided to rename the company as Westdeutsche Kaufhof AG. The new chair-
man of the board, Otto Baier, had explained that through the “conversion” of the
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company and the boycott ban issued by Hess, it was hoped that it would now be
possible for the firm to win back customers.**

In the meantime, the committee of creditor banks of the Hermann Tietz
Group was wrestling over the personnel details of the planned GmbH. The Dresd-
ner Bank had in February already appointed Trabart von der Tann, whose full
surname was Reichsfreiherr von und zu der Tann-Rathsamhausen, as representa-
tive for the Hermann Tietz case. Presumably the Dresdner Bank supervisory
board chairman and former Hardy managing director Andreae had chosen him
for this task.”® Since the Dresdner Bank and its related private bank Hardy & Co.
were together the largest lenders to the Hermann Tietz company, this group was
entitled to chair the planned GmbH. On July 10, it seemed to be clear that Georg
Karg, the representative authorized by Tietz, would become one of the two man-
aging directors from whom Tann received the chairmanship of the advisory
board that acted as a supervisory board, and besides him, Charly Hartung, a part-
ner in the Hardy & Co. bank, and Bjornsen Schaar would also belong to the advi-
sory board.”® At the beginning of July, Schaar is said to have been tasked by the
NSDAP party leadership with the “Gleichschaltung” of the Hermann Tietz Group.®’
But there was then strong resistance to von der Tanns’ appointment. Schaar ex-
plained that a titled aristocrat was unacceptable to the NSDAP and brought into
play Paul Spethmann, whom the banks had appointed as Karstadt’s financial di-
rector in 1931.”® Now one could imagine a management consisting of Karg and
Spethmann, but the latter was not was willing to defer to von der Tann and pre-
ferred to remain on the Wertheim Supervisory Board. Soon afterwards he became
financial director of Aschinger AG, where he had an inglorious career as an
“ariseur.” Schaar disappeared into obscurity after Hitler rejected his mentor
Wagener, while von der Tann continued to enjoy support at the Dresdner Bank.
The Berlin management of M. M. Warburg complained “that the Dresdner Bank
wanted to accommodate von der Tann under all circumstances in this case, al-
though his suitability for the position is extremely problematic and his demands
are incredibly high (RM 90,000 p.a.).”*°° Support for von der Tann’s candidacy for
chairmanship of the advisory board was, however, lacking. The committee of
creditor banks agreed to give Hartung von Hardy & Co. the chairmanship and to
move von der Tann together with Karg into the company’s management. In this
merry-go-round of personnel changes, Karg was the only constant; everyone on
the management side considered him an indispensable expert.

On July 24, 1933, the “GmbH” of the creditor banks of the Hermann Tietz
Group was given a name: Hertie Kaufhaus- und Beteiligungs GmbH [Hertie Retail
and Holding Company], whereby a reference to the term “Warenhaus” [depart-
ment store] was very consciously omitted. The name “Hertie” most likely went
back to a suggestion by Karg, who later advocated sticking to this portmanteau of
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the company name Hermann Tietz. Artificially constructed names like “Deutsche
Kaufhaus AG” and “Westdeutsche Kaufhof AG,” which no doubt seemed appropri-
ate to the creditor banks, were probably a horror for the “department store man”
Karg. “Hertie,” on the other hand, was a piece of the tradition of the Hermann
Tietz department stores. Even before the First World War, the name had been
introduced as a name for the company’s own brand; customers had long been fa-
miliar with it in connection with products such as “Hertie” tableware or “Hertie”
stockings.

When Hertie Kaufhaus-Beteiligungs GmbH [hereafter Hertie] was founded
on July 24, 1933 on the premises of Hardy & Co. at Markgrafenstrafie 36, Karg and
the businessman Helmut Friedel were registered as partners, having paid the
share capital of 100,000 RM in equal shares, and the object of the company was
defined as “participation as partners in the general partnership of the Hermann
Tietz company in Berlin.” The contract also provided for an advisory board of at
least three people to be elected at the shareholders’ meeting, and the quite un-
usual provision that a member of the advisory board could also be delegated to
the management. The two shareholders finally stated that Karg would be ap-
pointed managing director.*™

As partner and managing director of Hertie, Karg moved into a new role that
meant he would change loyalties. The authorized representative of the Hermann
Tietz OHG now managed the business of a company that had to carry out the
“Gleichschaltung” and “Aryanization” of this group. He shared the management
with von der Tann, who held a prominent position as delegate to the advisory
board. Since he came from the financial industry, he was supposed to comple-
ment the department store expert Karg. His co-partner Friedel, who unlike him
did not become managing director, was an employee from the corporate adminis-
tration who always remained in Karg’s shadow and probably saw himself as his
follower. He most likely became a partner in Hertie only because they needed
someone else besides Karg. Friedel was then registered as a partner in several
group companies, and in January 1935 he was promoted to authorized representa-
tive and soon afterwards moved to Weimar as manager of the branch there.'%?
No further information about him was available.'®® The only thing certain is that
he was not — as had already been claimed — an employee of the Hardy & Co.
bank.'*

Through his new position, Karg had gained more influence, but his standing
should not be overestimated. At that time, Hertie was not much more than a
“committee of creditors,” as Karg later aptly remarked.'® The advisory board pro-
vided by the banks had the say, and Karg had no closer connections to the finan-
cial world before founding Hertie; he was considered a department store special-
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ist and was appointed managing director, not as a protégé of the banks like von
der Tann was.'°® The partners Karg and Friedel were not the owners of Hertie.
They had paid the capital deposits as trustees of the creditor banks, which made
this capital available to them. Hardy & Co. had advanced the amount and then
collected it proportionally from the other banks."”” The auditing firm Treuhand-
Vereinigung AG, which belonged to the Dresdner Bank Group, was later recorded
in notarized documents as the owner of the core deposits.®® The Hertie manage-
ment office was in the Leipziger Strafse department store, and the advisory board
meetings took place at Hardy & Co.

Already at the first meeting of the advisory board on July 29, 1933, Karg was
obliged to provide weekly reports on the business situation, which was not to be
understood as a vote of confidence.'® According to Hertie’s statutes, the advisory
board was also authorized to supervise the management’s activities and obtain its
approval — a humiliating requirement for a self-confident managing director.™
Karg’s position was also constrained by the deployment of the advisory board
member von der Tann as a member of management. A file note from Dresdner
Bank documents that von der Tann came to the management as a “trustee for us
and for the Deutsche Bank und Diskonto-Gesellschaft.”'"! This statement can be un-
derstood to mean that von der Tann was placed at Karg’s side not only as a col-
league, but also as a supervisor.

In contrast to other board members, when von der Tann was mentioned in
the files of the Hertie advisory board, he was never assigned to a company and
was apparently not employed by a bank or trust company at the time. The previ-
ous activity of the Doctor of Law from an old Franconian noble family is also
obscure.™ At Hertie GmbH he was sponsored by the Dresdner Bank board mem-
ber Hans Pilder, who was chairman of the Supervisory Board of the Trust Associ-
ation (Treuhand-Vereinigung AG)." In a more recent publication von der Tann is
mentioned in connection with his role in the “Aryanization” of the porcelain man-
ufacturer Ph. Rosenthal AG as director of the Nuremberg branch of the Dresdner
Bank." However, a branch director from another region would hardly have
been able to carry out the dual role that he took on at Hertie as an advisory
board member and managing director on the side. It is more likely that he was
released from Dresdner Bank for this mission. In the fall of 1934, von der Tann
was involved in ousting the Rosenthal family from their company in Selb, Upper
Franconia. Three years later in Munich, he negotiated to take over the Heinrich
Uhlfelder department store, whose Jewish owner Max Uhlfelder was forced to
sell.™

Of the seven members of the first Hertie advisory board, only three had al-
ready belonged to the committee formed on June 26 from which Hertie emerged.
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Tab. 4: Members of the administrative advisory board of Hertie Kaufhaus-Beteiligungs
GmbH/Hertie Waren- und Kaufhaus GmbH 1933-1935."°

July 1933 September 1935

Charly Hartung, Hardy & Co., chairman Erich H. von Berger, chairman

Kurt Hamann, Victoria Versicherung Kurt Hamann, Victoria Versicherung
Alfred Hélling, Dresdner Bank Charly Hartung, Hardy & Co.

Rudolf Léb (from August 1933 Alfred Dresel), Alfred Holling, Dresdner Bank

Mendelssohn & Co.

Reinhold Quaatz, Dresdner Bank Ernst Karding, Deutsche
Centralbodenkredit AG

Trabart von der Tann Hans Paschke, Deutsche Bank

Fritz Wintermantel, Deutsche Bank Hans Pilder, Dresdner Bank

Fritz Wintermantel, Deutsche Bank

The Dresdner Bank Group, to which Hardy & Co. belonged, was now significantly
better represented as the largest creditor with four out of seven members (Hartung,
Holling, Quaatz, von der Tann) than in the previous committee. The mortgage cred-
itors were represented by Kurt Hamann, who was then a board member of Victoria
zu Berlin Allgemeine Versicherungs-AG and who became general director of the
three Berlin Victoria companies in the fall of 1935. The proportion of Jewish bankers
was no longer quite as high as in the committee, but it is noteworthy that several
members of Hertie’s first administrative advisory board were later themselves af-
fected by the Nazis’ racial madness. The Mendelssohn & Co. partner Rudolf Lob had
to emigrate to Argentina in 1939 because of his Jewish origins. Mendelssohn’s general
counsel Alfred Dresel, who had replaced Lob on the Hertie advisory board after the
first meeting, emigrated to Great Britain in 1938.""7 Reinhold Quaatz was dismissed
from the Dresdner Bank as a “half-Jew” already at the end of November 1933.*® The
first chairman of the advisory board, Charly Hartung, was also considered a “half-
Jew” according to the National Socialist racial categories. He was pushed out as a
partner at Hardy & Co. in 1935 and had to leave a year later."

Hertie’s administrative advisory board was obviously not appointed under
the pressure of political influence. Things would have looked different if — as tem-
porarily planned — Wagener’s Adlatus Bjérnsen Schaar had been appointed to the
advisory board. The men who came together to “Aryanize” the Hermann Tietz
Group included not a single NSDAP member, and the managing director Karg was
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not a member of the party either.’?® Most of them were bankers who would have
been good business partners for the Tietz owners under other conditions. It re-
mains to be seen whether there were any scruples in this circle about depriving
the family of their company; such statements would not have been included in
the minutes of the advisory board meetings. Only Dresel, the representative of
the “Jewish” private bank Mendelssohn & Co., clearly had reservations. In the fall
of 1933, at an advisory board meeting, he pointed out that “the banks’ money was
not provided for “Gleichschaltung” and also not for the opposite.”**! Hertie GmbH
was founded exclusively to exercise “Gleichschaltung” in the Hermann Tietz
company.

The mandates on the advisory board were distributed according to the quotas
in the creditor consortium. Von der Tann was a special case because of his role as
representative of the advisory board in the management, but there must also
have been special reasons for the decision to give the chairmanship of the advi-
sory board not to a director of Dresdner Bank, but to Hardy & Co.’s managing di-
rector Hartung. The Hardy & Co. bank not only provided the first chairman of the
advisory board, but also played a key role in the following years as trustee of the
consortium of creditors.

One explanation may be that Dresdner Bank brought Hardy & Co., which was
closely aligned to it and in which it held a 26 percent stake at the time, into busi-
ness during “Aryanizations” specifically to help stabilize this bank after the bank-
ing crisis and its losses in the global economy. Particularly in the “Aryanization”
of the important Berlin business of the private bank Gebr. Arnhold and
S. Bleichrdder, Hardy & Co. was a leading participant.’® There could also have
been other reasons why Hardy & Co. was given the lead in the Hertie consortium.
The bank had worked closely with the Tietz family for decades. During the eco-
nomic crisis of 1900/01, Hardy & Co. saved the Hermann Tietz company with a
loan of one million marks, for which Oscar Tietz always remained grateful. When
the department store company’s credit needs grew to a different level, a private
bank like Hardy & Co. could no longer keep up. As Georg Tietz later reported, the
family remained connected to partners of Hardy & Co. not only through business
but also through personal friendships, “as long as the then owners Hardy, Pohl
and Andreae had something to say in this bank.”’*® In the 1920s, Richard Pohl and
Fritz Andreae had run Hardy & Co. After the banking crisis, Andreae had to re-
sign from the management, but retained the supervisory chairmanship of Dresd-
ner Bank, which he had held since 1926. He remained in this office until 1936,
even though he had been discredited by the National Socialists, since, like Har-
tung, he was a “half-Jew” and, as the brother-in-law of the former “President of
the AEG” (AEG: Allgemeine Elektricitats-Gesellschaft, General Electricity Com-
pany) and then Foreign Minister Walter Rathenau, who was murdered by right-
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wing extremists in 1922. It is possible that Hardy & Co. was given leadership of
the consortium of creditors because of its long-standing ties to the Tietz family. It
may have been bitter for the family to witness that their company was “Aryan-
ized” under the leadership of this bank and the Dresdner Bank, which Andreae
supervised.

Just five days after Hertie GmbH was founded, the owners of Hermann Tietz
OHG signed an amendment to the partnership agreement, as a result of which
they lost control of the group. The contract dated July 29, 1933, which came into
force retroactively on July 15, 1933, stipulated that Hugo Zwillenberg was replaced
as a personally liable partner by Hertie Kaufhaus-Beteiligung GmbH, and had to
switch to the status of a silent partner. Since Georg and Martin Tietz remained,
the family retained a majority among the personally liable partners, but they
were disempowered in the management by representatives of the new third per-
sonally liable partner, Hertie GmbH. Since partners could only dispose of the
company’s assets with the consent of the others (§ 719 BGB), Georg and Martin
Tietz were now also dependent on Hertie in this respect.’* In the preamble to the
contract of July 29, the “assumption of power ” by Hertie at the Hermann Tietz
Group was bluntly justified: “For the purpose of the ‘Gleichschaltung’ of this com-
pany, i.e. for the purpose of creating an Aryan predominance in the management
and for the purpose of obtaining a larger long-term loan.”*®

The forced changes were associated with an adjustment of the company
name, which was expanded to Hermann Tietz & Co. The addition stood for the
new, non-family shareholder. The creditor banks had opted for this solution as a
transitional form until the Tietz/Zwillenberg family was completely removed, be-
cause it meant that their members would initially remain liable for the company’s
debts. With this in mind, it should also be explained why Hugo Zwillenberg was
the first of the three family members and personally liable partners to be forced
out of the company. With the change to the status of a silent partner, he was still
liable for the debts that had accumulated so far, but no longer for any further
debts of the company. The liable capital did not decrease significantly as a result,
since Zwillenberg’s share of the company’s assets was much smaller than that of
his brothers-in-law. The equity investments in group companies that Elise Zwil-
lenberg had inherited from her father Oscar Tietz were not allocated to her hus-
band’s liable assets, but remained with her, and she had always been a silent
partner.’?®

The fact that Hertie became a personally liable partner in Hermann Tietz &
Co. as a limited liability company was an obvious contradiction. Hertie also joined
Hermann Tietz OHG in a form that would hardly have been permissible under
other circumstances. According to the partnership agreement, Hertie did not
make any capital contribution and its partners were practically not liable for the
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OHG’s debts, as their liability was limited to the capital contribution paid into the
GmbH. The capital contributions made by Karg and Friedel when Hertie was
founded were each 50,000 RM, an amount that was most likely deliberately set
low.**’
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Fig. 16: Newspaper advertisement for the “change of the firm’s name,” August 27, 1933.

Although Hertie GmbH did not participate in the capital investment, in the con-
tract dated July 29th, it was given the majority in the management. Karg and von
der Tann replaced Zwillenberg in the management, which now consisted of four
men, the owners Georg and Martin Tietz and the two managing directors of Her-
tie. Formally, everyone had one vote, but in the event of a tie, the decision was
made by von der Tann, the bank’s representative, according to Section 6 of the
contract.'”® Georg and Martin Tietz’s hands were tied by such provisions. From
then on, they received a salary set by Hertie’s administrative advisory board,
which amounted to further humiliation for the owners.

The contract dated July 29th also stipulated that the profits and losses would
not be distributed according to the number of personally liable partners or the
shareholding in the share capital, but rather according to a politically opportune
ratio. Hertie GmbH would account for 60 percent of the profits, Georg and Martin
Tietz for 40 percent."”® The fact that Hertie had to cover 60 percent of the losses
due to this regulation was accepted. What mattered more was that this ratio al-
lowed Hermann Tietz & Co. to be presented as a company with an “Aryan” major-
ity, even though two of the three personally liable partners were Jews. Even be-
fore the contract was signed, the company placed large advertisements in the
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press announcing its new name and Zwillenberg’s departure as a personally lia-
ble partner. It said that Hertie Kaufhaus-Beteiligungs GmbH had “entered with a
60 % stake” and had been “founded by our major creditors in agreement with the
Reich Ministry of Economic Affairs.” Contractual agreements would ensure the
“predominant Aryan influence in our company,” which is what the new name
Hermann Tietz & Co. was to stand for.”*°

The contract of July 29th committed Hertie and with it the creditor banks to
provide the Hermann Tietz company with a loan of 14.5 million RM."* It was ap-
proved and paid out practically on the same day, and retroactively to July 15th.
Strictly speaking, there were two loans totaling 14,466,780 RM. The first loan
(Loan D) in the amount of 5,758,000 RM was granted by the Akzeptbank with a
rediscount commitment from the Reichshank, and a bridging loan of 1.4 million
RM granted at the end of June calculated on this amount, the second (Loan II),
8,741,780 RM, was provided by a consortium of creditor banks. The warehouse of
the Hermann Tietz company with a total value of around 22 million RM, the in-
ventory of the department stores, unspecified basic securities and a default guar-
antee from the mortgage banks for two million RM served as security."** The file
note on this loan transaction drawn up at Dresdner Bank left no doubt that the
loans were tied to the “Gleichschaltung” agreement of July 29th: “The prerequisite
for the granting of the loans was the “Gleichschaltung” of the company.”**

Previously, the involved mortgage banks and credit banks had disputed their
respective participation in the loan volume. It was originally stipulated that one
third of the entire loan would be allocated to the Akzeptbank, the credit banks,
and the mortgage banks."* Since the mortgage banks categorically rejected direct
participation because they had only granted loans on non-department store prop-
erties, the credit banks had to take a share of around 60 percent. The chairman of
the Supervisory Board of Akzeptbank, Dernburg, had pointed out in vain how en-
gaged the mortgage banks should be in supporting the department store group. If
the mortgages granted to the Hermann Tietz companies — at Deutsche Centralbo-
denkredit AG alone they amounted to around ten million RM — were to “slip,” this
would lead to a shock to the entire bond market."*®> The mortgage banks finally
agreed to provide a counter-guarantee of two million RM, although, in the opin-
ion of the Reich Ministry of Economic Affairs, this was not compatible with the
Hypothekenbankgesetz (Mortgage Banking Act).”*® In coordination between Dern-
burg, the Reich Ministry of Economics and the Reich Commissioner for the Bank-
ing Industry (from 1935: Reich Commissioner for Credit), the participation of the
mortgage banks was permitted as an exceptional case under the supervision of
the Reich Commissioner."’

At the beginning of August 1933, the commercial banks involved in the loan
signed a standstill agreement with the mortgage creditors — these were 17 mort-
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gage banks, insurance companies, trading companies and private individuals, in-
cluding the Jandorf heirs and Max Emden — with a term of up to March 31, 1935,
in order to protect Hermann Tietz & Co. from repayments during this period and
to relieve the company by deferring interest and repayments.’*® According to the
Dresdner Bank, mortgage debts of 44 million RM fell under the standstill agree-
ment together with domestic bank debts of around 33 million RM."*°

Eleven banks were involved in the consortium for Loan II, primarily the
Dresdner Bank Group with the consortium leader Hardy & Co. and Deutsche
Bank, i.e. the banks that were significantly represented on the Hertie advisory
board. The quota of banks within the consortium was based on their respective
share of the domestic bank debts of Hermann Tietz & Co. Of the other financial
institutions, only Mendelssohn & Co. was represented with a larger proportion
and, accordingly, a mandate on the Hertie advisory board. The consortium in-
cluded a total of four private banks with Jewish owners (Mendelssohn & Co.,
M. M. Warburg & Co., Simon Hirschland, Jacquier & Securius) with a total share
of around 16 percent of the loan. They were included because they were part of
the Tietz family’s bank connections.

Tab. 5: Participation of the banks in the syndicated loan (Loan II) for Hermann
Tietz & Co. in RM, July 1933.™°

Bank Bank liability Standstill loans
(Loan II) (previous loans)
Deutsche Bank und Disconto- 3,307,973 12,474,592
Gesellschaft
Dresdner Bank einschl. Proehl & 2,659,316 10,029,452
Gutmann
Hardy & Co. 986,972 3,720,945
Mendelssohn & Co. 959,872 3,620,347
Simon Hirschland 236,908 893,025
Bayerische Vereinsbank 168,72 637,725
Adca Chemnitz 166,972 631,36
M. M. Warburg & Co. 152,111 573,645
Commerz- und Privatbank Plauen 69,946 261,788
Jacquier & Securius 33,2 123,97

total 8,741,780 32,966,849




64 =—— 2 From Hermann Tietz to Hertie

After the “Gleichschaltung” agreement of July 29, 1933, the new managing direc-
tors began to address the Tietz family’s early departure from the company. The
involvement of Hertie was designed to ensure that the next step would be the sep-
aration between Hermann Tietz & Co. and the family in the form of a severance
agreement. Von der Tann made this sternly clear to Georg and Martin Tietz
in December.'* Because of the pressure of political expectations, they never con-
sidered leaving family members in the company. However, von der Tann pursued
their departure with a rigor that not all members of the advisory board under-
stood. In a note preserved in the Deutsche Bank files, the author — presumably
Hans Paschke — criticized Tanns’ “constant speeches regarding the alleged opin-
ion of the Reich Minister for Economic Affairs about the necessity of removing
the two Tietz family members from the company.”*** The assumption arose that
the managing director was pursuing his own goals, as he planned to convert Her-
tie into a stock corporation and was supported therein by Dresdner Bank board
member Pilder. Such considerations were not realistic, however, because the
company would not have received approval for a “company formation on the
basis of contribution in kind” due to a lack of liquidity."*?

Immediately after the Tietz owners were disempowered, Karg and von der
Tann began to lay off Jewish employees en masse. After just eight days, the Hertie
advisory board was able to see from the first management report that 278 em-
ployees had received their notice of termination. Layoffs are necessary “for eco-
nomic reasons,” and with this “opportunity,” in accordance with the wishes of the
NSBO, “a significant percentage of Jewish employees” were fired.'** Now, too, the
company’s difficult economic situation was used to further promote the “Gleich-
schaltung.” Karg and von der Tann were not forced to do this because the law to
restore the professional civil service, passed on April 7, stipulated the dismissal of
Jewish employees for the public service and state-owned companies, but not for
private companies. At Hermann Tietz & Co., the heavy debt burden had about the
same effect as the purge law in public companies. The managing directors saw
the mass layoffs of Jewish employees as an effective means of combining two
goals: reducing costs (“economic reasons”) and the change to an “Aryan” com-
pany. Although they were pressured to do so by the National Socialist company
cells, they could have resisted their demands if they had wanted to.

In August 1933, the managing director in Magdeburg and the branch manager
in Munich were fired, and the manager of the Leipziger Strafle department store
also had to resign.'*® Some names of dismissed Jewish employees have come
down to us from statements in restitution proceedings. Those mentioned here in-
clude: the branch managers Larlam, Hesslein and Rosenthal, the Gera branch
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manager, Hermann Sklow, the employees Sally Weinstein, Oliven, Praser and
Petzall.'®

As early as August 30, 1933, Karg was able to inform the advisory board: “A
total of around 500 non-Aryan employees were fired.” Previously, a false report
from Moscow that the Hermann Tietz Group had fired 5,000 Jews had caused
quite a stir.'*” Karg was able to deny this rumor, stating that on August 1, 1933,
there were only around 1,000 employees of Jewish origin, which would have cor-
responded to a workforce share of 7.2 percent, almost ten times higher than the
proportion of religious Jews in the Reich.*® The number given by Karg may have
been underestimated. At Warburg, at the beginning of July 1933, it was assumed
that the proportion of Jewish employees in the Hermann Tietz company’s work-
force was between ten and twelve percent."*? In his report from August 30, Karg
attached importance to the statement that the dismissals had been coordinated
with the representatives of the National Socialist company cells. This made it pos-
sible to retain “non-Aryan employees who we cannot do without for operational
reasons.” In order to accommodate the Berliner SA, the management agreed to
“employ its members in suitable positions in our particular houses.”*°

Of course, the SA could not offer an equivalent number of replacements for
such a large number of laid-off employees. Even for a smaller number of new
hires, there were not enough retail-trained non-Jews on the job market. Karg had
to complain that at Karstadt, where the mass layoffs of Jewish employees had al-
ready started at the end of March 1933, they had “gotten into line more quickly”
and therefore “hired suitable personnel.”**! The layoffs led to a disruption of op-
erations and a loss of quality in the Hermann Tietz department stores. There was
a risk of further declines in sales because customers were unlikely to seek advice
from semi-skilled SA members when shopping.

Against this backdrop, Karg declared the “changeover” to be finished after
four weeks. Following his accommodating the NSBO with the wave of layoffs
in August, he believed he could “reject the original demand to lay off all non-
Aryan employees first.”">* Now more non-Jewish employees were laid off and the
department store in Dresden was closed.™ At the meeting of the Hertie advisory
board on November 21, 1933, Karg announced that “the management of the com-
panies from the purchasing department on down was still 80 % Jewish,” and was
determined to stick to this ratio. The “Gleichschaltung” had been so expensive
that it could not be continued; otherwise additional costs of 500,000 RM could be
expected in the next six months.”* Karg did not act out of consideration for Jew-
ish employees, but rather as a sober, calculating businessman; for political rea-
sons, he did not want to burden the company with further costs, especially since
the advisory board did not agree on this issue. Fritz Wintermantel, a board mem-
ber of Deutsche Bank, complained that there were still 150 “non-Aryans” in senior
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positions, and maintained that they must be deprived of their management tasks
and, if necessary, employed unofficially. Mendelssohn’s Counsel, Alfred Dresel,
objected that the National Socialists’ “struggle” would “not actually be directed
against Jewish employees, but against the department store.””*® The former was
certainly not true, but the latter was. Simply by pushing out the Jews, the depart-
ment stores did not remove themselves from the line of fire coming from the
Nazi activists, and lost customers could not be won back as a result.

In view of the concerns about attracting young talent, the training system
contracts with Jewish apprentices were upheld until 1935. In November 1934,
the department store on Berlin’s Alexanderplatz even hired one “non-Aryan”
director.”®® In a statement written in 1947 by Hertie’s managing director von der
Tann, he says that “the reduction of the very high percentage of Jewish employ-
ees in the company took a very long time and, as far as I know, was only com-
pleted in 1938.”%7

Karg’s change of course on the dismissal of Jewish employees clearly shows
that he was always guided by business interests on this issue. When political pres-
sure threatened to become an obstacle to business, he had no scruples about im-
posing strict layoffs, and when the business threatened to suffer as a result of the
layoffs, he just as resolutely ignored the demands of the National Socialist com-
pany cells and shop stewards. In both cases, the fate of those affected did not in-
fluence him, and there is also no indication that he helped a persecuted Jewish
employee or business partner, for which there would have been ample opportu-
nity within his sphere of influence. However, he stuck to contractually agreed
promises to deserving Jewish colleagues, even if he could have acted differently.

This is clearly demonstrated by the way pension entitlements were handled
for the long-time authorized representatives Lowenberger, Miller and Adler. They
were forced out due to “Gleichschaltung” requirements because of their Jewish ori-
gins, but were not dismissed without notice and did not lose their pension rights,
as was the case in comparable instances in some other companies. David Lowen-
berger emigrated to the Netherlands at the beginning of August 1933, still without
notice. His salary was initially “credited to the company’s books.” From Holland, he
asked for his pension entitlement of 20,000 RM per year to be settled with a one-off
payment of 100,000 RM. Karg and von der Tann wanted to work toward this, but it
is not known whether the payment was actually made.””® Nathan Miiller, who in
particular had long suffered from attacks by the National Socialists, was released at
the insistence of the NSBO and, in compliance with the agreed upon date, was ter-
minated by the deadline of December 31, 1934. He suggested that his pension enti-
tlements of 20,000 RM/year be paid in a one-off payment of 150,000 RM and to con-
tinue to provide him the life insurance that the company had once given him as a
token of appreciation. In this case it is no longer possible to determine whether
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payment was made. However, it is documented that Miiller received a loan of
75,000 RM in October 1933 to set up a new professional business abroad. Karg may
have taken into account that two years earlier, in a difficult situation, during the
banking crisis of July 1931, the Hermann Tietz company had received a loan of over
100,000 RM from the private savings of Miiller and his daughter.”*® Adolf Adler had
to resign on October 1, 1933, with continued salary payment until March 31, 1934.
He suggested settling his pension claims with a payment of 75,000 RM and asked
for his life insurance policy to be handed over. The administrative advisory board
made a promise, but in this case too, it is not recorded whether it was kept.160 This
information on the pension entitlements of the three dismissed authorized repre-
sentatives is provided through reports that Hitler’s economic advisor Wilhelm Kep-
pler demanded from the managing directors. Keppler had received a denunciation
with very detailed information about the severance payments for Léwenberger,
Miiller, Adler and the long-retired former Tietz notary Dzjaloszynski, which could
only have come from the central administration in Krausenstrafie, but also circu-
lated in the branch offices where it caused some unrest. The informer pointed out
that Hermann Tietz & Co. was wasting money on Jews: “Almost 580,000 RM for 4
Jews are put on the table in one fell swoop, while on the other hand, negotiations
with the Dresdner Bank are conducted for further subsidies of several million.”**!
The information turned out to be exaggerated, and Keppler was apparently satis-
fied after the managing directors had assured him that they were only taking into
account contractually agreed upon employment claims. Von der Tann, who was re-
sponsible for pension regulations in the management, also informed the Fiihrer’s
economic representative on this occasion “that, with a few exceptions, pensions
would only be paid in individual cases in the area of the Munich branch and to a
large number of low-level employees.”*®* This situation in Munich had probably
come about because long-standing employees of Jewish origin had also been dis-
missed with the first wave of layoffs.'®

Hertie hoped that the “change in our group” would help to overcome the pub-
lic stigmatization of the Tietz name and win back lost customers. However, it
soon became apparent that such a minor change in the company name and the
dismissal of 500 Jewish employees were not enough. The press reports about the
“reorganization” at Tietz were hardly noticed by the general public, and for many
of the customers, Hermann Tietz & Co. remained Tietz. In many places, Nazi acti-
vists continued to agitate against the “department store Jews,” and the customers
who had been lost in the spring avoided Tietz department stores even without
“anti-Jewish boycotts.” The managing directors of Hertie gained an impression of
this when they took a tour of the branches outside Berlin in August 1933. Von der
Tann then reported at a meeting of the advisory board: “The party’s battle in the
provinces, especially in Thuringia, is considerably stronger than in Berlin with a
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correspondingly detrimental effect.”’®* After the trip, von der Tann went to the
Reich Ministry of Economics, where he had been promised that he would be able
to inform Hitler’s deputy, Hess, and instruct the press.'®® At the beginning
of September, the Hertie management received a certificate from the Reich Minis-
try of Economics enabling them to obtain the designation “German business.”%

However, Hertie’s management was no longer satisfied with such posters.
Hermann Tietz & Co.’s business figures were too negative, even though the suppli-
ers were no longer holding back. After the 14.5 million loan was paid out, the
debts to suppliers were quickly reduced and fell from 12.5 million RM to 4 million
RM within four weeks. Nevertheless, Karg expected a loss for August 1933 of
580,000 RM, for September of even 920,000 RM, and for the entire financial year
(02/01/1933-01/31/1934) of 2.7 million RM."’

The advisory board openly considered another “company change.” A pro-
posal from von der Tann to establish affiliated companies under different names
in the “provinces” was approved.'®® A proposal by Karg to transfer the particu-
larly weakened food departments to a cooperative, which would continue to oper-
ate as a tenant in the department stores, was considered but not decided upon.'®®

As a first act, a branch in critically affected Thuringia was “switched over”:
the department store in Weimar from then on operated under the name “Hans
Kroger am Markt GmbH, Weimar”. From the press releases about the “reorgani-
zation” one could conclude that the owner had changed. But that was not the
case. Hans Kroger am Markt GmbH was nothing more than a branch operation
that was fully integrated into Hermann Tietz & Co. as an affiliated company. It
was named after an employee of the Berlin headquarters who, along with Helmut
Friedel, was also one of the newly appointed managing directors of the subsidiary
Conrad Steinecke GmbH and was promoted to authorized signatory in 1935.7°
Kréger may have held a stake, but was not even managing director of the depart-
ment store named after him."”* “Hans Kréger at the market” — it sounded as if the
shop belonged to a long-established retailer with a name that even the fanatical
Weimar Gauleiter Fritz Sauckel could not object to, had been taken over.'’* This
camouflage, which was actually not permitted under commercial law, quickly
paid off. In November 1933, Karg was able to report to the Hertie advisory board
that Hans Kroger’s revenue (“solution”) on the market was only 16 to 17 percent
below the previous year’s level, while Hermann Tietz & Co.’s overall revenue was
26 to 27 percent below the previous year’s level.'”

The department store in Magdeburg, which was only taken over in 1931
and still operated under the old name Siegfried Cohn, continued to operate as
Tezet Textilhaus Zentrum Webereiwaren GmbH.""* August Lewecke GmbH was
founded as a branch for the Stuttgart affiliate, which, as in Weimar, was given
the name of a Berlin employee. Lewecke at least became one of the sharehold-
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ers and one of three managing directors.” Since the authorities here, unlike in
Weimar, were not prepared to register the business under this name as a
branch of the parent company, the Stuttgart department store initially contin-
ued to operate under the name Hermann Tietz & Co.'”®

Early on, the management used the “switching” of department stores under
a different name to implement a new concept. The Berlin department stores
Brunnenstrafle, Frankfurter Allee and Kottbusser Damm were transferred
in February 1934 to a new subsidiary called “Union Vereinigte Kaufstdtten
GmbH,” which offered a flat range of inexpensive mass-produced products
based on the model of Karzentra, which had been created at Karstadt two years
earlier.'”” The Union department stores thus contributed to cost reductions and
competed with uniform price stores. As already mentioned, since 1932 new single-
price stores were no longer allowed to be opened. However, it was not forbidden to
convert an existing department store to another type of retail business, following a
similar concept. As early as March 13, 1934, Karg was able to report to the advisory
board “that the customers were very satisfied with the switch to Union because
they no longer considered them to be Tietz. The previous decrease in sales of 25 %
has turned into an increase of 20 % since the changeover.”178 In fact, this success,
which Karg attributed to renaming, can be explained primarily by the inexpensive
range of merchandise offered. All three Union department stores were located in
working-class districts of Berlin, where they had once been built by Jandorf as
“people’s department stores.” The spin-off into Union Vereinigte Kaufstatten GmbH
was therefore less a camouflage than a diversification of the business form.

The measures taken by the new managing directors did not change anything,
which meant that Hermann Tietz & Co. remained in a difficult situation. The
14.5 million loan received at the end of July 1933 was largely used up within a year
by overdue repayments. In late autumn 1934, the management had to apply for an-
other loan of five million RM, which was not approved until January 1935 and then
only half of it.”® The businesses suffered from the debt-burden and low sales, but
also due to the operational changes that lasted around a year. The reorganization
of the accounting department lasted until the end of 1934, and only then could the
profitability of the central departments and branch operations be realistically as-
sessed. A further burden was the uncertainty about the conditions of the family’s
departure from the firm."®® Other department store companies also did not manage
to overcome the setbacks they had suffered, despite the improving economy and
falling unemployment figures. Overall, sales in department stores for textiles and
clothing increased compared to the catastrophic slump in the first half of 1933, but
did not even reach the level of the already critical year of 1932. According to the
Institute for Economic Research, sales in department stores for textiles and clothing
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were flat in June 1934 at seven percent below the level of June 1932, while the sales
of textile specialist shops rose by 17 percent above the earlier level.'®!

Hermann Tietz & Co. lagged behind even in comparison with the other lead-
ing department store groups, which was probably also due to the uncertainties of
the protracted “Aryanization process”. While in 1934 sales at Karstadt AG in-
creased by twelve percent and at Westdeutsche Kaufhof AG (formerly Leonhard
Tietz AG) by four percent, Hermann Tietz & Co. recorded an albeit slight decline
in sales of 0.5 percent. With a turnover of 144 million RM, the company had now
fallen far behind Karstadt (210 million RM)."®* The negotiations between the man-
aging directors and the Tietz family regarding a settlement agreement had not
made any significant progress in the spring of 1934. In March, the Hertie advisory
board rejected the family’s demands as unrealizable. This was followed by fur-
ther, tough rounds of negotiations. When there were still no signs of a contract
being concluded in July, the Reich Ministry of Economics did not want to wait any
longer. In a letter to the family’s lawyers dated July 25, 1934, State Secretary Hans
Posse urged “with all determination” that “a conclusion that is binding for both
parties be achieved,” and added: “If, contrary to expectations, the agreement pre-
pared so far cannot be concluded in this way, I would have to regret this result
and the further measures that would necessarily result from it, even more so
now since, in my opinion, the chairman of the advisory board has in fact so far
genuinely endeavored to bring about a voluntary agreement on a private-sector
basis.”*® Despite the bureaucratic semantics, the threat was clear: if the negotia-
tions were not concluded quickly, “measures” would be taken. The Tietz family
would then have to leave the company without a “voluntary agreement.” It can-
not be ruled out that the letter was ordered by the banks in the Reich Ministry of
Economic Affairs, as it also contains a clear statement about the provisions of the
contract, namely that “the compensation paid to the Tietz family members from
the partition agreement should be economically viable for the firm.”'®* There was
now no more room for maneuvering in the negotiations; two and a half weeks
later, on August 13, 1934, the contract was signed.

The “Aryanization” of the Group Assets in the Partition
Agreement of 1934

When the “Aryanization” of Hermann Tietz & Co. was a good two months in
the past, Hertie’s management felt compelled to summarize and justify the
transfer of the group’s assets in a “motivation report.” This key document,
dated October 30, 1934 and most likely written by Karg, also reflected the opin-
ion of the advisory board, was sent to the Reich Ministry of Economic Affairs
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and served as security on all sides.'®® It was important to record that the Tietz/
Zwillenberg family was dealing with a “voluntarily agreed upon separation” —
“change of position” was eliminated, which the family would hardly have seen
as such, but from the management’s point of view, it was a justification — not
because of the expulsion of the family from the firm, but because of the waiver
of an even more cost-effective solution at the expense of the family.

The motivation report explains how the alternative to one “voluntarily agreed
upon” “Aryanization” of the department store group would have looked: “The path
that initially seems to be the most obvious would have been for claims against the
individual family members to be made due and then the values seized by them by
way of execution would have been taken over.”®*® According to the motivation re-
port, this option would have been rejected because of the commercial law obstacles
and the economic consequences. Since the personally liable partners were liable as
“secondary debtors” alongside Hermann Tietz OHG, the enforcement would also
have had to be carried out against the company, which would inevitably have re-
sulted in the company’s bankruptcy. The trade credits amounting to approximately
15 million RM would then have become due at once.'’

According to this reasoning, the creditors would have been saved from fore-
closure only through such considerations, but not through scruples. In fact, the
question never arose because the creditor banks did not even consider foreclo-
sure; it was a course of action too far-fetched because of the obvious consequen-
ces. In a statement written after the war, Karg explained that the Reich govern-
ment could have forced bankruptcy at any time “through the normal legal
process” in order to “make their demands due” by emphasizing their order for
the family to leave the company by “accepting the bank affiliated with the
Reich.”'®® The Reich government could have proceeded in this way, but did not
want to. After all, the Reich Ministry of Economic Affairs had steadily worked
very hard to prevent the Hermann Tietz Group from collapsing. The “measures”
threatened in the letter from the Reich Ministry of Economics dated July 25, 1934
cannot therefore be interpreted as a threat of compulsory enforcement. For the
managing directors of Hertie, as expressed in their motivation report, it was obvi-
ously important to retrospectively make foreclosure appear as an alternative, in
order to underline the supposedly “voluntary” form of the Tietz family’s exit
from the firm, and to justify the associated expenses for their “severance
payment.”

The process initiated with the founding of Hertie through the “Aryanization”
of the Hermann Tietz company could not lead to a purchase agreement, because
both sides were partners in the company. Formally speaking, it was not a matter
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of a sale, but rather of the withdrawal of two personally liable and three silent
partners from the partnership agreement. In such a case, the liable owners had to
be released from liability and compensated with the part of the company’s assets
that they would have received if the company had been dissolved. However, ac-
cording to the legal provisions, it would not have been permissible to let the
shareholders leave empty-handed (§ 738 BGB)."*® With this in mind, it is easy to
understand why the managing directors used compulsory enforcement as a refer-
ence scenario in their motivation report. In the settlement agreement, the family
was to receive not much more than a person leaving an over-indebted company
that had gone into foreclosure would have received. This guideline was then also
adhered to when evaluating some of the company’s assets in the balance sheets,
which will be discussed later.

The auditing firms Treuhand Association (Dresdner Bank Group) and Treu-
verkehr (closely aligned with Deutsche Bank) had, after the signing of the “Gleich-
schaltung” agreement of July 29, 1933, received the order to determine the com-
pany’s assets as of July 15, 1933, so that on this basis the family’s capital
contributions could be determined.®® At the same time, the advisory board
checked whether the family partners had made major transactions abroad.'™" It
was a great deal of hard work for the auditors to prepare balance sheets from the
available documents. They found themselves faced with a web of claims between
more than 20 group companies with opaque ownership structures. A note from
the Berlin headquarters of Deutsche Bank, where the unclear conditions in the
Hermann Tietz Group had long been criticized, conveys this state of affairs:

In terms of its construction, the Tietz Group is built completely arbitrarily and without a
system. The distribution of the capital of the numerous companies between the general
partnership, the personally liable partners and the silent partners is different for almost all
companies. Through mutual indebtedness and guarantees, the interconnections have be-
come so extensive that it must be completely impossible even for the company’s senior man-
agement to get a precise overview. In addition, in the majority of cases the same people
have been appointed as managing directors or board members at the more important com-
panies (e.g. formerly Lowenberger, now Karg) who are not in a position to fulfill this area of
activity."

A particular challenge was the valuation of the extensive real estate holdings, on
which - as in every Hermann Tietz balance sheet — the valuation of the entire
group depended. There was practically no market for buildings designed for a
specific purpose, such as department stores, especially not when they were as
heavily mortgaged as the Hermann Tietz Group’s department stores. The auditors
of the trust companies also had to discover that properties in the company’s
books had been valued inconsistently without any comprehensible criterion,
sometimes with half the standard value that was determined by the tax authori-
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ties at regular intervals as the assessment basis for property taxes on the multiple
unit value. The trust companies then made do by calculating operating values for
the department stores from sales and rent levels. As was to be expected with the
crisis in the department store business, these estimates were so significantly
below the book values that additional provisions had to be made in the balance
sheets.

In the balance sheet of Hermann Tietz OHG as of July 15, 1933, the over-
indebtedness of four million RM as determined by the trust companies increased
by between 10 and 20 million RM, depending on the evaluation.®® When the trust
companies submitted their audit report on November 11, 1933 with the prepared
balance sheets, their assignment ended in disaster. The Tietz/Zwillenberg family
refused to negotiate a settlement agreement based on such assessments. Hertie
then also did not recognize the balance sheets and ordered the preparation of a
balance sheet for January 31, 1934.%*

On this basis, the modalities of the settlement agreement were negotiated in
the spring of 1934. Hertie was represented by the managing director von der
Tann and the lawyers Richard Carl Wolff and Hans-Heinz Steffani, the family by
the lawyers Wilhelm Beutner and Walter Berend, the auditor Wilhelm Graetz and
the economics expert Rossi.’> The negotiations were more difficult than ex-
pected, and the advisory board later complained about “extraordinarily lengthy
partition negotiations.”**® The fact that it was not about a purchase price, but
about the evaluation of claims, did not make the negotiations any easier. Von der
Tann and Hertie’s lawyers were faced with the task of, on the one hand, keeping
concessions to the family to a minimum so that they could not be accused of dam-
aging the company’s assets, and on the other hand, responding to demands to
such an extent that the family would agree to sign the settlement agreement.

It was now clear to the family that they could no longer prevent their exit
and that they would lose the company. They were now primarily concerned with
regulations that would facilitate their emigration: a complete release from liabil-
ity while taking part of their company assets with them, an exemption from the
Reich flight tax, and capital to set up businesses abroad.'®’ The family refused an
offer from the negotiators to tie them to the company through a severance pay-
ment with participation certificates, preferring a “one-off, definitive settlement.”
The Hertie advisory board was then only willing to offer some “property of a
non-administrative nature” as compensation.'*®

Under the pressure of the already mentioned intervention of the Reich Minis-
try of Economics on July 25, 1934, the family’s lawyers no longer had any leeway,
which had a detrimental effect on their clients. Now all that was left to do was to
quickly draw up the partition agreement, which was signed on August 13, 1934 in
the Nobel Hotel Esplanade in Berlin by the Tietz/Zwillenberg family and Hertie’s
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management director Karg.'®® The procedure was set up in such a way that Georg

Tietz and Hugo Zwillenberg, the two members of the family present with powers

of attorney, presented the contract to Hertie as an offer. Nobody was to be able to

say later that it was not a voluntary agreement.

The settlement agreement determined the ownership of the “dividing mass,”
which included the entire company’s assets and the family’s private assets, with
the exception of purely privately used items. What formally took the appearance
of a division was, in material terms, an almost complete transfer of the firm to
Hertie. The preamble stated that the family’s departure was “termed as necessary
in the public interest” — a notable contrast to Karg’s later assertion that it was
“not a matter of Aryanization, but rather that the departure of the Tietz family
was caused by the economic difficulties that arose before 1933.”2%° In the follow-
ing, only the most important provisions of this complex contract, which even
without appendices has a length of 44 pages, can be summarized. The transfer of
Tietz’s assets was regulated in the first two paragraphs:

— The members of the family had to agree to leave the general partnership Her-
mann Tietz under the agreed conditions (§ 1).

— Al of the family’s shares in the group’s real estate, trading and manufactur-
ing companies were to be transferred to Hertie GmbH. In addition, two prop-
erties that were privately owned by Betty Tietz — a building in Berlin,
Krausenstrafie 52, and a warehouse in Altona — were to be transferred to Her-
tie (§ 2).

Furthermore, Georg Tietz, Martin Tietz and Hugo Zwillenberg were to be assigned
to Hertie their securities (“private stocks and bonds”) held in deposits at the Swiss
Bank Association (Section 7). In order for Hertie to repay loans and real estate
charges incurred by the Tietz/Zwillenberg family, including real estate charges on
the family’s villas totaling 610,000 RM taken out from Akzeptbank, the family was
to provide securities from their deposits at three Berlin banks (§ 5, § 9).

The settlement agreement also contained beneficial provisions for the family.
Hertie’s negotiators could not get around this because of the legal provisions for
the asset division between shareholders, and of course the Tietz family also had
to be prepared to sign the contract. However, contrary to some later representa-
tions, these promises remained limited to the legally required release of liability
for departing personally liable partners, the transfer of private villas and some
real estate from the company’s assets, as well as special regulations for a group
company to remain with the family and to generate a restricted amount of for-
eign currency to fund their emigration:

— The family’s most urgent concern, the declaration of release from liability,
was contained in § 10 of the contract: “Hertie waives all claims against the
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members of the Tietz family and guarantees that the OHG and the following
group companies are liable for all claims against the Tietz family.” Official
declarations of release from liability then had to be formally obtained.

— The following was to remain with the family: the group companies Konigs-
berger Grundwert AG, real estate company Koenigsallee 71 GmbH (private
villa Edith and Georg Tietz) and Siiddeutsche Kinematographen GmbH, Mu-
nich (with an apartment owned by Betty Tietz), as well as the Berlin proper-
ties at Markgrafenstrafie 28, Kaiserallee 184/185 (private villa Betty Tietz) and
Hohenzollerndamm 100/101 (private villa Elise and Hugo Zwillenberg) in Ber-
lin (§ 10/11).

- Betty Tietz was to receive four houses in Berlin (Graudenzer Str. 14 and 15,
Gubener Str. 60 and 61) from Deutsche Boden AG and two houses in Karls-
ruhe (Herrenstrafie 11 and 13) from Badische Grundwert AG, Georg and
Martin Tietz were to acquire the properties at Kaiserdamm 77-79 and
Brettschneiderstrafie 17/18 from Grundwert AG Kaiserdamm offered for
sale in Berlin-Charlottenburg (§ 4). Hertie undertook to pay the “purchase
price portions to be paid in cash” in this deal, a procedure that presumably
had tax implications.

— The family and the purchasing companies it founded after leaving were to
continue their membership in the group’s purchasing group for a period of
five years, up to September 1, 1938 at the latest, with so-called affiliation
agreements. Hertie also agreed to provide the family with office space for the
business of such affiliated companies (§ 14).

— In Section 6, a special regulation for the group company “Mefa” Bleichereli,
Férberei und Apparatur Textilhandels AG in Berlin-Adlershof AG (formerly
Mechanische Feinweberei Adlershof) was agreed upon and which will be dis-
cussed in more detail elsewhere.””" Hertie assured that this company would
keep its land, buildings, factory facilities and warehouse, including its claims
from deliveries of goods, which would be transferred to Georg and Martin
Tietz. In return, the brothers had to take over the goods debts. For these ar-
rangements, Hertie provided the family with an amount of 1.5 million RM.

Finally, Hertie committed to removing the name “Hermann Tietz” or “Tietz” from
the name of the OHG after a period of six months (§ 16). The contract was only to
come into force after the approvals required for implementation had been
granted by the State Tax Office, the Reich Finance Ministry and the Reich Office
for Foreign Exchange Management (Reichsstelle fiir Devisenbewirtschaftung).
What was particularly important for the family was that they were exempt from
capital flight tax and were approved for the transfer of foreign currency through
additional export transactions (§ 19). The contract not only entailed negotiations
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Tab. 6: Group companies surrendered from
the Tietz/Zwillenberg family to Hertie.?*

Badische Grundwert AG
Bekleidungs-Handels AG
Brandenburgische Grundwert AG
Deutsche Boden AG
Handelsstatte Gera AG
Magdeburgische Grundwert AG
Sachsische Grundwert AG
Grundwert AG Kaiserdamm
Aktiengesellschaft fir rituellen Bedarf i. L.
Centrum Berlinische Bodenbesitz GmbH
Grundbesitz GmbH

Handels- und Grundbesitz GmbH
Lebensmittel-Import GmbH
Immobilien-Verkehrs GmbH
Sadchsische Teil GmbH
Textil-Fabrikation GmbH

Conrad Steinecke GmbH

Paschke & Ornstein GmbH
Siegfried Cohn™*

Raphael Wittkowski*

Hermann Muhlberg*

A. Jandorfi. L.*

*special regulation for individual shares.

with the financial authorities, but also with the Swiss Bank Association, which ob-
jected to the agreements regarding the family’s securities in the bank’s depots.
The property settlement was not fully completed until December 1934.2%

The partition agreement came into force on December 31st. The family offi-
cially parted from the company that day and Hertie became the sole owner of
Hermann Tietz & Co.2°* In the press rather brief articles appeared on the
“change of ownership at Hermann Tietz.”**® Large advertisements such as those
in July 1933 announcing a “predominantly Aryan influence” were eschewed by
the company. It was not necessary, because now no one could doubt that the
Hermann Tietz Group had become a “German business.”

The “Aryanization” of the Hermann Tietz Group can only be approximately
captured in terms of assets, since there was no purchase price, but claims were
evaluated. The usual procedure for a contract for division between shareholders
was also omitted: a balance sheet signed by both parties was used as a basis. In
Section 1 of the contract, it was agreed:
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The oHG will not prepare a balance sheet of partition due to the departure of the Tietz fam-
ily from the oHG. The balance sheet as of January 31, 1934 will not be drawn up until it is
certain whether this contract will come into force. The parties agree that the provisions of
this partition settlement should not be based on numerical values of the status of the oHG
and its group. With the services and considerations agreed upon in this contract, all claims
of the Tietz family on the one hand and of Hertie and the oHG on the other hand should be
equably resolved.’®

However, when assessing the claims, one could not do without a basis for calcula-
tion, and so Hertie’s negotiators relied on the aforementioned balance sheet of
Hermann Tietz OHG as of January 31, 1934, which was only published by Hartung
a week after the signing of the agreement. The partition agreement was sent to
the other members of the advisory board (hereafter: the partition balance sheet).
In the motivation report of October 30, 1934, which has already been mentioned
several times, the management explained the calculations made on the basis of
this balance sheet. The balance sheet was attached to the motivation report as
Appendix I, as well as comments on the balance sheet as Appendix IV.%” Since
the statements in the motivation report were written from a retrospective view to
justify and secure the management, it is a problematic source. However, in con-
junction with the appendices, they provide an insight into the assessments under-
lying the partition agreement like no other surviving document.

The balance sheet presented as of January 31, 1934 was obviously created
with the division in mind. It showed a capital deficit of around 28.9 million RM —
an item that did not appear in the trust company’s balance sheet drawn up
on July 15, 1933 and signed by the Tietz family. A comparison between these bal-
ance sheets shows significant differences. For example, the goodwill shown in the
previous balance sheet at around five million RM was missing from the partition
balance sheet, although this was legally required in a partition balance sheet. The
group’s investments were valued at around 6.5 million RM lower, the bank debts
were reported at around eleven million higher, due to loans received from the
Akzeptbank and the banking consortium at the end of July 1933. In addition, pro-
visions amounting to 14.5 million RM were included in the balance sheet
of January 31, 1934 for debts of the subsidiaries.”’® As can be seen from an appen-
dix to the motivation report, this asset loss of the corporate companies resulted
from claims of the OHG and from “special depreciation” on real estate owned by
real estate companies, for which the Tietz family now also had to pay.?°® Although
the valuation of the real estate companies was based on the standard values de-
termined in 1931, the depreciation resulted in a sum that was below the already
quite low operating values that the trust companies had calculated in the
previous year.*'
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How far such write-offs could reach can be seen from a statement written by
Karg after the war, most likely for the restitution negotiations:

That is why in the negotiations that took place on the Hertie side, things were viewed in
such a way that on the one hand they were prepared to grant the Tietz family property val-
ued as high as could be justified to the creditors, and that, on the other hand, one did not
consider a valuation to be acceptable that was below what would have been expected in the
case of compulsory realization, i.e. in bankruptcy or in a compulsory auction. In practice,
this was 7/10ths of the standard value, which at least in the generally applicable legal provi-
sions for compulsory auctions had to be credited to the debtor.™

Since Georg and Martin Tietz were personally liable partners and Hugo Zwillen-
berg was jointly liable for the debts that had accumulated up until his departure,
the capital shortfall of 29 million RM calculated in this way was deducted from
the family’s recorded assets in the partition balance sheet. According to the distri-
bution plan laid down in the partnership agreement of July 1933, Hertie would
have had to cover 60 percent of the losses at Hermann Tietz & Co., but of course
they were not prepared to do that. Karg refused to participate on the grounds
that the debts arose before Hertie entered into the partnership agreement and
that the partition balance applied to Hermann Tietz OHG, not to Hermann Tietz &
CO.ZlZ

According to the motivation report, Hertie was initially unsure whether the
family would be able to cover the capital shortfall. But the family actually wanted
this result in order to be released from liability. Betty Tietz, the wealthiest mem-
ber of the family, agreed — probably through her representative Zwillenberg — to
hand over all of her private shares to Hertie. The widow was a silent partner and
was not liable for the company’s debts with her private assets. Although she had
already pledged a large part of the private assets in May 1933 to prevent the com-
pany from collapsing, she had made this commitment to the banks, not to Hertie.
The fact that she now brought shares with a total value of around 40 RM million
into the settlement accounts, commanded respect from the banks, especially since
these included considerable holdings that were not pledged, such as those shares
in the Grundgenossenschaft GmbH, Munich, valued at 1.5 million RM, and the
shares in the company Immobilien-Verkehrs GmbH, Stuttgart, valued at
1.5 million RM.** Betty Tietz could have sold these shares, unlike those that were
pledged, to an investor at a higher price. However, she must have been more in-
terested in getting her sons and son-in-law released from liability than in the se-
curities, and that this release would be secured by including her privately held
shares in the balance sheet of the asset division. She herself received no benefits
from the promises made to the family in the settlement agreement.
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The trust companies assessed the assets transferred to Hertie from the family
at 47 million RM, with by far the largest part undoubtedly being shares in the real
estate companies.”»* The balance sheet no longer showed a capital deficit of
around 29 million RM, but a surplus of 18 million RM. Even if one took into ac-
count that the company’s assets were reduced by around 2.5 million as a result of
the promises to the family contained in the partition agreement, there was still
an impressive surplus. In order to settle claims amounting to 15.5 million RM, Her-
tie would have had to leave the family a correspondingly larger portion of its lia-
ble assets. But they were not ready to make that decision. Advised by their law-
yers and the trust companies, those responsible decided on a different solution:
the amount of 15.5 million RM to which the family was entitled was taken without
any equivalent and was to be considered “Aryanization profits”. The motivation
report shows that Hertie had doubts about the permissibility of this approach:

So, if you talk about the valuation of the trust companies for the items in question, invest-
ments, etc., one must come to the conclusion that the family has not only covered the capital
shortfall, but has also done something that is practically uncountable and the further discus-
sion will first have to deal with whether the acceptance of such a performance towards the
family can be justified. In our opinion, this is the case because the possibilities for utiliza-
tion of the items in question are limited and therefore the family had to expect their use
value to be significantly lower than their intrinsic value.

If the calculation of the capital shortfall did not correspond to commercial princi-
ples in some respects, this assessment crossed the line into unjust enrichment. As
a result of the global economic crisis, the market prices for real estate had fallen
since the last determination of the standard values at the beginning of 1931. In the
next evaluation, carried out in 1935, the total for the Hertie department store
properties was around 28 percent below the values for 1931.2'° It should also be
taken into account that department store properties burdened with high real es-
tate charges and mortgages could only be sold at discounts, but the properties
given by Betty Tietz to Hertie also included commercial and residential buildings
in prime locations. Deutsche Boden AG, which was almost 100 percent owned by
the widow, sold ten commercial and residential buildings in the “Kurfiirsten-
damm-Block” to Victora Insurance (Victoria Versicherung) for 8.4 million RM just
two months after the partition agreement, a price that was more than 70 percent
higher than the standard value in 1935 Karg later claimed he could no longer
remember the way he handled the surplus of 15.5 million RM as described in the
motivation report. In a statement written in March 1946, he took the position that
in the contract for division Hertie “only received what was necessary to cover the
liabilities he had taken over, so that there was no gain in the partition.”*®
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In the overall balance, when the Tietz/Zwillenberg family was forced out of the
company, they lost on paper a group asset whose valuations at the time fluctuated
between approximately 150 and 170 million RM. Most of this was lost due to the
group’s high debt, which was around 130 million RM in mid-1933. The liable mem-
bers of the family had to pay for these debts, which was not arbitrarily decreed but
resulted from the rules of a general partnership. However, this also meant that the
family was burdened with the company’s debts, which had arisen as a result of the
deparment store crisis brought about by the National Socialists. Further asset losses
estimated at 15 to 20 million RM resulted from the described “Aryanization gain” in
the settlement balance sheet.?"® The provisions of the settlement agreement, known
as “severance pay,” which were helpful for the Tietz/Zwillenberg family, were val-
ued by Hertie at around 2.5 million RM.*° Of course, promises, which were not re-
flected in the balance sheet, were more important for the family: the release from
liability and the exemption from the Reich flight tax.

The balance sheet presented by the chairman of the Hertie advisory board at
the meeting on August 28, 1935 was structured differently. Accordingly, the trans-
fer of business shares from the Tietz family resulted in an increase in assets of
24.4 RM million, and after offsetting the loss assumed and the accompanying pro-
visions, a book profit of around 6.4 RM million resulted, an outcome that could
still be described as “quite favorable for the Hertie Group in terms of balance
sheets.”””! The basis for the valuation of this balance sheet cannot be deduced,
unlike the partition criteria explained in the motivation report. There were also
voices that viewed the outcome of the partition agreement as a success for the
Tietz/Zwillenberg family. Even a private banker with Jewish origins like Ernst
Spiegelberg (M. M. Warburg & Co.) was of the opinion that the family had “done
well” because they would be released from liability, had freed up properties and
securities worth four million RM, and would be exempt from the Reich flight tax
if they emigrated.”” To the outside world, these regulations of the partition agree-
ment must have seemed advantageous, since they were not common during the
“Aryanization” process. Anyone who knew the underlying balance sheet, how-
ever, knew the price the family had paid for these promises. A note in the files of
advisory board member Hans Paschke (Deutsche Bank) states: “In our opinion,
the outcome appears appropriate.” The promises to the family, which, according
to this source, led to a reduction in the group’s assets by around 3.3 RM million,
would have to be accounted for in the overall result:

On the other hand, the Tietz family has completely waived their right to make any claims to
what remained after the partition agreement: group assets worth between 15 and
20 million. Furthermore, it should be pointed out in particular that, from a legal point of
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view, Ms. Betty Tietz is giving away assets of approximately 40 million to the general part-
nership, namely corporate effects that belong to her personally, without receiving any sig-
nificant consideration.”®

Georg Karg: Profiteer with Ambitions

When Georg Karg became managing director of Hertie in July 1933, he was consid-
ered a talented buyer who had had a flourishing career at A. Jandorf & Co. and had
been promoted to chief buyer for textiles with the rank of authorized representa-
tive at Hermann Tietz. Nothing more could be found out about him. The most fa-
mous of his quotes — “I wasn’t born in a department store, but I lived in one the
rest of the time” — probably has a kernel of truth. Outside the world of department
stores, Karg is reported to have only been active on his approximately 50-hectare
country estate in Briest in West Havelland, which he had acquired in 1926. He was
only interested in politics when it affected his business; he never joined a party
and after 1933 he only belonged to the German Labor Front (Deutsche Arbeitsfront)
and the Reichsjigerbund [Imperial Hunters Association].**

The seventh of ten children of a small cloth manufacturer, Karg was born
on August 2, 1888 in Friedeberg in the Neumark, in the easternmost corner of
what was then the province of Brandenburg, which, oddly enough, was not far
from Birnbaum, the homeland of the Tietz family, and considered to be the “cra-
dle of department stores.””* Since his father was a manufacturer for a long time
and then had to close his business and switch to the textile trade, it can be as-
sumed that Karg grew up in well-off, but not wealthy circumstances. After gradu-
ating from secondary school, at the age of 15 he began an apprenticeship at the
F. R. Knothe department store in nearby Meseritz. The principal recognized the
young man’s commercial talent, supported him and hired him after his appren-
ticeship. At the age of 20, Karg moved with an inheritance from his deceased em-
ployer to Berlin to try his luck in the department store metropolis. There he
started as a salesman in a Jandorf Group department store and within a year rose
to the prestigious position of buyer. In 1914, at the age of 25, he advanced to be-
come manager of the Wilmersdorfer Strafie department store in Charlottenburg,
which Jandorf had taken over from the Graff & Heyn company at the time - a
sensational career move that Karg owed not only to his skills, but also to the sup-
port of the company boss, with whose family he remained friendly.”® His biogra-
pher Eglau does not mention where Karg experienced the First World War. Pri-
vate events suggest that as department store director he was exempt from
military service. Karg married Kéathe Schroder in 1915, a year later the couple had
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their first child, a daughter Brigitte, followed in 1921 by their son Hans Georg. The
family’s life was secure, and Karg was probably able to count on his chances of
being accepted as a partner in A. Jandorf & Co. when Adolf Jandorf agreed over-
night in November 1926 to sell his company to the Hermann Tietz owners.

Karg’s skills were also soon recognized and appreciated at the Tietz company.
As the only manager from the acquired Jandorf department stores, he was pro-
moted to general authorized representative in 1929 and was seamlessly integrated
into the top management of the group. If Karg had been an anti-Semite, he would
not have been so close to the Jandorf family, and at the Hermann Tietz company,
the owners would hardly have accepted him into the inner circle of management,
since not only their family, but also all the other authorized representatives were
of Jewish origin. Only his age and the number of years he had been in business
made the “newcomer” Karg very clearly different from the other authorized rep-
resentatives who were among Tietz’s veterans. David Lowenberger had worked
in the company since 1892, Adolf Adler since 1902, Nathan Miiller since 1905, and
Michaelis Birnbaum was probably also one of the company’s long-time employees
who was close to the Tietz family.??’

The fact that in 1933 he was chosen by the banks for the position of managing
director, Karg, in retrospect, attributed it to his non-Jewish origins:

“I was far and away the only one who was safe from attacks based on racial
motives.”??® In fact, for this reason, none of the other authorized representatives
would have been considered, and this position could not be filled with a manager
from outside, because at least one of the Hertie managing directors had to be fa-
miliar with the Hermann Tietz Group. However, in his already mentioned state-
ment from 1947, von der Tann stated that before his nomination as representative
of the creditor banks by the Dresdner Bank Supervisory Board chairman Andreae
in February 1933, he had met with Karg for a meeting in the rooms of the Men-
delssohn & Co. bank.”* It is unlikely that the personnel for the planned interven-
tion by the banks at the Hermann Tietz company was selected at this point, ac-
cording to the National Socialist racial ideology, especially since Andreae was
closely linked to Jewish members of the economic elite, was later himself stigma-
tized as “Half-Jew” and that the meetings of these bankers were at the time taking
place at Mendelssohn & Co., a bank that belonged to a prominent Jewish family.
Seen in this light, there is more evidence to suggest that Karg was chosen because,
as by far the youngest manager in the Hermann Tietz Group, he appeared to be
the most suitable person to implement the desired restructering.

Karg was not the driving force behind the ouster of the Tietz family and the
“Aryanization” of their company. This role was later attributed to him on various
occasions, which overestimates his influence at the time.?*° In 1933 he was not an
influential networker, but chief buyer for fabrics, linen and haberdashery, no
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less, but also no more. In this position he could speculate on a rise to the top of
the company, but he lacked the prerequisites for taking over a large, heavily in-
debted department store group. Karg could not think of this until he was able to
get the banks involved a few years later. In 1933 he was not appropriately posi-
tioned in the firm. He was only appointed managing director of Hertie because
there was a need for a man with his expertise. The offer undoubtedly came in
handy for Karg; he must have recognized the opportunities that it opened up for
him and he knew how to take advantage of them, but the banks were in charge,
in close coordination with the Reich Ministry of Economic Affairs.

After Karg also took on the managing directorship of Hermann Tietz OHG
through the “Gleichschaltung” agreement of July 29, 1933, he became the domi-
nant figure in the firm’s management. He soon overshadowed his colleague von
der Tann, who as a lawyer with a banking career in the retail business was
completely inexperienced in department store management; Karg also used the
new appointments that occurred as a result of “Aryanization” to build up his own
power base within the company. He adopted the system developed by Oscar Tietz
of assembling a staff of confidants in the company management such as Helmut
Friedel and Wilhelm Hermsdorff, who were also employed as shareholders,
board members and managing directors in several group companies, which se-
cured them considerable additional income.

In the spring of 1933, Karg began to acquire department stores as personal
property, in addition to his work at the Hermann Tietz company. Hertie’s admin-
istrative advisory board repeatedly attempted to obtain an overview of the man-
aging director’s activities.”*' Apparently this effort was not successful, as no such
overview can be found in the files. The always well-informed Berlin management
of M. M. Warburg & Co. assumed in June 1935 that Karg owned three of his own
department stores.*? This corresponds to the results of the research behind the
following statements, although no definitive findings can be claimed. All three
privately held department stores were sold to Karg by Jewish owners. Two of
these “Aryanizations” were so-called affiliated companies that had long been as-
sociated with the Hermann Tietz Group as members of the purchasing group.
When the owners felt forced to sell, they probably contacted the group adminis-
tration in search of a buyer; they would have been interested in keeping the de-
partment stores in question in the purchasing group and not handing it over to a
competitor. As the non-Jewish head of central textile purchasing, Karg could have
intervened in the purchase, because a “Jewish” department store group was not
considered as a buyer.

One of the companies Karg took into personal ownership was the Mendel de-
partment store in the East Prussian town of Ortelsburg. The fact that the owner
Samuel Mendel had affiliated his business to the Hermann Tietz Group before
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Fig. 17: Georg Karg (left) with unknown person, 1938.

1933 can be seen from a surviving report from the city administration. Mendel
had repeated conflicts with the Tietz Group because Tietz supplied him with neon
signs and advertising flags in Berlin format, which were criticized as defacing the
streetscape in this remote corner of Masuria.”** Although Mendel lived in Berlin,
he was severely disadvantaged because of the environment in Ortelshurg which
suffered under National Socialist terror. The NSDAP achieved a 76.9 percent
share of the vote in this district in the Reichstag elections in July 1932. In the
spring of 1933 Mendel gave up, and emigrated to Palestine with his wife. The
price which Karg paid him for his business is unknown; the only evidence of the
sale is that the Mendel department store continued to operate as the Karg depart-
ment store starting in May 1933.2*

Against a similar background, in May 1933 Karg acquired the Wolff Krimmer
Nachf. department store in Guben in Lower Lusatia, which specialized in wom-
en’s clothing and, known as the “Anschlusshaus,” had long been part of the Her-
mann Tietz Group’s purchasing group.>® The managing owner Julius Cohn (also
Chon) was affected by the attacks on “Jewish” department stores, which were also
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more violent here than in Berlin. The Wolff Krimmer Nachf. department store, a
family business that had been well established in Guben for decades, was occu-
pied by SA and SS troops in March 1933.%¢ Julius Cohn was forced to emigrate
and sold to Karg for an unknown price. The Gubener Zeitung reported on this
on May 26, 1933:

The owners of the company Wolff Krimmer Nachf. have sold their business, which has been
run by the family for 49 years, to Mr. G. Karg, Berlin, who will run the company under the
name Kaufhaus Karg. The takeover took place on June 1, 1933. This means that the largest
textile specialist store, known far beyond the borders of our city, has been transferred to
Christian ownership. The positions of senior employees will also be “gleichgeschaltet.”’

So, after the takeover, Karg fired the Jewish employees and Jews were banned
from shopping in the “Modehaus Georg Karg,” as the department store at Gub-
ener Herrenstrafie 1 was now called. For Karg, this investment, like the one in
Ortelsburg, had no particular significance. After a few years he sold the depart-
ment store in Guben to the businessman Richard Ladeburg; in the city’s residents’
register from 1939 it is recorded as “Modehaus Richard Ladeburg” *#

The “Aryanization” of the Berlin department store company Paul Held Nachf.
GmbH, on the other hand, gave Karg a company that became very important to
him and to which he held on to permanently. In 1934, the Jewish businessman
Hugo Aufrichtig, who had decided to emigrate, offered him his 51 percent stake in
this company and Karg took it. According to his own statements, he acquired the
shares privately because Aufrichtig was not prepared to sell to a corporation.”*
The Paul Held textile department store at Invalidenstrafie 162-164 was an inter-
esting property for Karg because it was in the immediate vicinity of the Hermann
Tietz and Hertie department stores located at Brunnenstrafse 19-20, separated
from it by only one street intersection. The two department stores had been stalk-
ing each other for a long time and engaged in fierce price competition. Karg
would have found out directly that Aufrichtig was looking for a buyer. Aufrichtig’s
shares in Paul Held Nachf. GmbH were transferred to Karg on August 1, 1934 for
around 355,000 RM.>*

Karg knew that he could get into trouble at Hertie because of the takeover of
a privately owned competitor. Especially if it became known that he had financed
almost half of the purchase, with an amount of 175,000 RM, from the company’s
treasury.”** He therefore put forward his older brother Walter Karg, who acted as
a partner. In a partnership agreement signed on July 27, 1934, a new company
was set up, the name of which was identical to that of the previous one. The ob-
ject of the new “Kaufhaus Paul Held Nachf. Gesellschaft mit beschrankter Haf-
tung” was entered in the contract as “the takeover and continued operation of the
retail business previously operated under the company Kaufhaus Paul Held
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Nachf. Gesellschaft mit beschrankter Haftung” — a peculiarity, albeit a permissible
one, that made it possible to disguise the purchase in the commercial register.?*>
The shareholders of the new company were Walter Karg with a 51 percent share,
Rosa Joel, the widow of the former co-owner Max Joel, with her previous share of
37 percent and the long-time authorized representative Richard Ladeburg with
his previous share of twelve percent. The share capital was unchanged at 500,000
RM.2*# Georg Karg did not appear in the partnership agreement, however, in an
additional agreement concluded on the same day, he was granted the right to
make decisions that actually required a three-quarters majority with a majority
of only 51 percent. At the same time, the contractual partners, which now also
included Georg Karg, established a mutual right of first refusal.***

Karg had informed only the chairman of Hertie’s Advisory Board about the
purchase and the confidential modalities, but Hartung spilled the matter after a
few weeks in a meeting that was also attended by representatives of Deutsche
Bank. Now Karg was facing some trouble. Deutsche Bank demanded an explanation
from him, and the advisory board asked him to account for the details of the deal.***
Karg complied with this request in a two-page note in which he disclosed the financ-
ing and took credit for now placing the competition at the corner of Brunnenstrafe
and InvalidenstraRe under his control.**® The reactions of the advisory board mem-
bers show how much Karg had now become indispensable for Hertie. Wintermantel
and Paschke (both Deutsche Bank) suggested making the 175,000 RM that Karg had
“borrowed” from Hertie to buy the 51 percent stake in the Paul Held company avail-
able to him in exchange for pledging these shares.”*’ Dresel (Mendelssohn & Co.)
noted that it was “undoubtedly a very unusual phenomenon that a leader of the
Tietz Group is competing with his own company,” but suggested they find an ar-
rangement within the framework of an “overall understanding” with Karg and also
agreeing with him on a longer commitment to the group. The advisory board’s
hopes for an upswing of the group now rested on the managing director. Dresel
wrote, “I believe that everyone involved agrees that his work is of considerable im-
portance for the company’s prosperity.”**® In December 1934, the advisory board fi-
nally agreed to contractually oblige Karg to separate his own interests as an entre-
preneur from those as Hertie’s managing director.”*°

After Karg received the consent of the Hertie Advisory Board he also officially
appeared as the majority shareholder of Paul Held Nachf. GmbH; the business
was run by Walter Karg and Richard Ladeburg.*® The Karg brothers did not try
to force Joel out of the company. They probably calculated that the Jewish widow
would emigrate in the not too distant future. In the spring of 1937, Mrs. Joel de-
cided to emigrate and sold her 37 percent stake in Paul Held Nachf. GmbH and
two properties to Georg Karg for 330,000 RM.*" Karg paid a higher price per
share than three years earlier for the shares of Aufrichtig, but the price also in-
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cluded Joel’s share in the properties at Brunnenstrafie 178 and 179, which Aufrich-
tig and Max Joel had once acquired together. Aufrichtig’s interest in these proper-
ties only passed to Karg a year later.®? Karg was now interested in obtaining full
control of Paul Held Nachf. GmbH. In order to retain the minority stake of the
third shareholder, the managing director Ladeburg, he agreed on an exchange of
assets with him. In a contract dated May 14, 1937, Ladeburg transferred his shares
to Karg and received in return the department store in Guben, which had been
“Aryanized” by Karg.>®

In 1939/40, Karg made some efforts to gain access to “Aryanized” department
stores in the de facto annexed areas of Czechoslovakia (“Reich Protectorate of Bo-
hemia and Moravia”). The Bohemian Escompte Bank, which had been taken over
by Dresdner Bank, tried to make available for him the ARA and Jepa department
stores in Prague and the Textilia and Rix department stores in Moravian Ostrava.
In all cases, Karg came away empty-handed because others had offered better
connections.”* In the occupied Netherlands, thanks to the support of Dresdner
Bank, Karg initially had a good chance of being awarded the takeover contract
for the “Aryanization” of the leading department store group De Bijenkorf. Here,
too, he was ultimately passed over because the Reich Economics Ministry pre-
ferred the Koster Group, which was favored by the Commerzbank.”*

After the war, Karg had to answer the question on a form from the Ham-
burger denazification commissioner: “Have you or an immediate relative ever ac-
quired property that was confiscated from other people for political, racial or re-
ligious reasons or that was confiscated in the course of the occupation of other
countries?” He entered on this form: “not applicable.”*® That was not wrong, be-
cause he had not been successful in the annexed territories and occupied coun-
tries and Mendel, Cohn and Joel had sold their company property to him in pri-
vate law contracts and had not relinquished it through officially ordered “asset
confiscation.” But it wasn’t the whole truth either.

Later, when Karg became the “department store king” of the West German
economic miracle, there was no shortage of admirers of his abilities, even if he
kept a lower profile in public than any other company boss of the time. Looking
back, Adolf Jandorf’s son Harry, who had once completed an apprenticeship with
Karg in the Wilmersdorfer Strafse department store, called him “a business
genius.”®’ For the business journalist Hans Otto Eglau, who gave Karg his first
interview in 1970 at the age of 82, he was a “skilled tactician” and a “commanding
leader.”® At the time in question, the image of him in the industry was not so
brilliant. When Karg was in the process of taking over Hertie Waren- und Kaufhaus
GmbH from the banks in 1937, the Dresdner Bank received a report about Karg
from a “special researcher” in its credit agencies that was close to a warning:
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K. is said to be a clever, cunning man, but one who does not have the character qualities
required for a position like the one he currently holds and will hold in the future. What he
has too much of in the way of farmer’s cleverness, he supposedly lacks in character and
sagacity, i.e. agreements with him are difficult to make and it is very difficult for him to
keep his word. In industry circles, the danger that one day his temperament could lead to
unpleasant situations is not at all ruled out.”°

This did not stop Dresdner Bank from putting one of Germany’s largest depart-
ment store groups into the hands of Karg. His undeniable professional expertise
outweighed any possible doubts.



3 From the Banks to Karg. The Hertie Waren-
und Kaufhaus GmbH 1935 to 1937/40

The Next Crisis

When the settlement agreement came into force on December 31, 1934, Hertie
Kaufhaus-Beteiligungs GmbH became the sole owner of Hermann Tietz & Co. At
the same time, it took over the former Tietz family company with all assets and
liabilities. A corresponding new version of the statute was decided on at the advi-
sory board meeting on January 24, 1935 and entered into the partnership agree-
ment. Since a type of creditors’ committee had become a corporation, Hertie
could no longer operate under its previous name. The advisory board, which now
met as the advisory board of Hermann Tietz & Co., decided to change the name to
Hertie Waren- und Kaufhaus GmbH. Karg had advocated for the advisory board
to stick to the name “Hertie” because, as already mentioned, it was firmly estab-
lished as a product designation.' Until then, “Hertie” had apparently not been
viewed as a future company name, only as a label for the company, needed to
indicate the “Aryanization” of the group. After Hertie took over the entire busi-
ness, Hermann Tietz & Co. remained a shell for a short time, and then the name
“Hermann Tietz” disappeared from the commercial register, as agreed upon in
the settlement agreement.

With the takeover of Hermann Tietz & Co., an increase in Hertie’s share capi-
tal also became unavoidable. Until now, this capital had only consisted of the con-
tributions of the two shareholders Karg and Friedel of 50,000 RM each. The man-
agement had already announced a capital requirement of 2.5 million RM in the
motivation report of October 1934, which they cleverly agreed to, based on the
reduction in the company’s assets due to the “severance payment” for the Tietz
family.” A capital increase could only be carried out by the Dresdner Bank subsid-
iary Treuhand-Vereinigung AG, which, as trustee of the banking consortium, had
also taken over the previous share capital raised by Karg and Friedel. The banks
had no interest in raising additional capital for a stake in Hertie GmbH, but
agreed to convert the company’s bank debts amounting to 2.4 RM million into share
capital. As part of the new version of the partnership agreement of January 24, 1935,
Hertie’s capital was increased from 2.4 million RM to 2.5 million RM through a fur-
ther contribution from the Trust Association. The majority of this involved a loan
claim from Deutsche Bank of around 1.14 million RM and a loan claim from Dresd-
ner Bank of around 914,000 RM.? The Treuhand Association — and thus the banking
consortium — remained the sole owner of Hertie, and was now openly listed as
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such. The fact that Hertie’s share capital consisted almost entirely of claims from
banks was soon to become extremely important.

The new version of the partnership agreement in January 1935, was accompa-
nied by an expansion of the management level in the central administration. The
managing directors Karg and von der Tann were given two deputies, Erich Lau-
penmiihlen for finances and the Munich employee Max Friedland for the goods
business. Nine managers were promoted to authorized signatories: Paul Dyckerh-
off, Karl Friankel, Helmut Friedel, Hans Heilemann, Wilhelm Hermsdorff, Hans
Kroger, Karl Reuter, Wilhelm Seemann and Arnold Simon.* The positions in the
Group companies that had become vacant due to the dismissal of the veteran
Tietz authorized representatives Adler, Birnbaum, Léwenberger and Miiller were
now filled. For example, Hermsdorff and Laupenmiihlen were appointed manag-
ing directors of Kaufhaus des Westens GmbH and board members of Deutsche
Boden AG, Handelsstitte Gera AG and Sichsische Grundwert AG.> Several of the
newly appointed authorized officers moved from this status in the course of 1935
because they were given the management of a company branch.

Most of the new authorized representatives were probably Karg’s confidants;
this can be considered certain for Friedel, Hermsdorff, Kroger and Seemann. Von
der Tann was unable to build up comparable internal power because, as a banker
delegated to Hertie, he lacked the appropriate contacts within the administration
and to the managers of the department stores. In order to compensate for this, at
the beginning of 1934, von der Tann had pushed for two more managing directors
to be appointed and suggested his secretary Laupenmiihlen for one of these
positions.® With the decision to appoint deputy managing directors, the advisory
board complied with this request, and at the same time promoted managers from
Karg’s circle of contacts to authorized signatories. The most serious gap in Her-
tie’s management still remained. Hartung had already complained in August 1933
that “the real financier was still missing” and asked the banks to make
suggestions.” But neither the Dresdner Bank nor the Deutsche Bank managed to
find a suitable candidate who would be willing to participate in changing the Her-
tie management structure.® So Hertie remained a company in a banking consor-
tium without a “financier.” Despite his professional background as a banker, von
der Tann was unable to fill this gap in the management due to other demands,
and his protégé Laupenmiihlen had to resign in July 1936 for embezzlement. A
special audit by Treuverkehr Deutsche Treuhand AG had revealed a deficit of
around 50,000 RM in its secret “administrative accounting.”9

Overall, after converting into a department store group, Hertie retained the
provisional form of a “creditors’ committee” in which it was created at its found-
ing. There was no plan for restructuring and therefore no concept for the future
structure of the group. Until the partition agreement was resolved, the advisory
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board and management were completely focused on this goal. It had been sup-
pressed that the high level of debt, the liquidity problems and the unfavorable
market situation would remain after the Tietz family left. On August 28, 1934, im-
mediately after the settlement agreement was signed, the advisory board began
to address these questions. Hartung and the managing directors advocated in-
creasing the share capital to ten million RM by converting the claims of the banks
and group companies, but it turned out that the creditors were not ready to take
this step. The Akzeptbank declined, the mortgage banks and Victoria Insurance
also strongly refused, and Mendelssohn and Warburg were again not interested
because their loans were well secured.’’ The banks’ attention was not on the de-
velopment of the company, but on future repayment to Hermann Tietz/Hertie of
borrowed money. After the tour de force of the syndicated loan in July 1933, in
which the mortgage banks did not want to participate, neither the Dresdner Bank
Group nor Deutsche Bank were prepared to invest further capital in the group,
which was on shaky ground and carried a political risk. It was now becoming a
growing burden for the company that its owners did not see themselves as invest-
ors, but as creditors.

Since the share capital, even after the increase to 2.5 million RM, was set far
too low — Karstadt had share capital of 28.85 million RM at the time — Hertie con-
tinued to operate with constant liquidity problems.” The management addressed
this problem by selling “non-department store” real estate belonging to the group
companies. Immediately after signing the partition agreement, von der Tann sug-
gested such a deal to Kurt Hamann, who, as a board member of Victoria Insur-
ance, represented the mortgage creditors on the Hertie advisory board. Deutsche
Boden AG had taken out a mortgage loan of five million RM from Victoria in 1929/
30 on the commercial and residential buildings in the “Kurfiirstendamm-Block.”
These were some of the most valuable properties that Betty Tietz had given to
Hertie.

Von der Tann offered this area to Victoria for purchase, less to repay the
loan, which was covered by the standstill agreement, than to obtain liquidity for
Hertie. It was a lucrative offer for Victoria; the mortgage loan would be paid off
in full, which was not required at that point, and a building complex in such an
attractive location would not otherwise come onto the market. In any case, the
insurance group did not pass up the opportunity and on October 11, 1934, ac-
quired the properties at Joachimsthalerstrafse 5-7/8, Kantstrafse 158-160, and Kur-
firstendamm 18/19-23, referred to in their files as the “Tietz-Block,” for 8.4 million
RM. Deutsche Boden needed the majority of the proceeds to pay off the mortgage,
but still had 3.4 million RM left."* Since other creditors waived their claims in con-
nection with this transaction, the real estate company received a further 1.8 million
RM." In a statement from 1950, Hamann stated that the houses were in need of
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renovation and had not produced any returns. He was only interested in making a
contribution to improving Hertie’s liquidity, and he also obtained the consent of
the Tietz family for the purchase.* In October 1934, Victoria would have seen it
differently, because the purchase price that it paid for this piece of property was
around 74 percent above the standard value of 1935."

While the sales at German department stores in the fall of 1934 seemed to
indicate a recovery, a downturn occurred again in the spring of 1935, and
by August sales were already around ten percent below the previous year.!®
Again there was talk of a “department store crisis.””’” The slump stood in stark
contrast to the growth of the German economy at the time, which was on the
verge of an arms boom after recovering from the global economic crisis. In 1935,
industrial production returned to the level of 1929, and the number of registered
unemployed fell to an annual average of 2.15 million, after it had been around
five million in 1933.'®

There was, nevertheless, no sign of a “German economic miracle” — the title
of a book by the émigré business journalist Hans Erich Priester — in the depart-
ment stores at the time.'® Overall consumption suffered because the purchasing
power of private households did not correspond to the growth of the economy,
but department store sales remained significantly lower than other retail sectors.
Between 1934 and 1935, department store sales fell from 83.6 to 79.1 percent of
1932 levels, while overall retail sales increased from 109.6 to 113.9 percent of 1932
levels over the same period.”’ It was therefore a department store crisis that can
only be explained by specific factors related to this type of retail business.

First and foremost are the campaigns of National Socialist hostility against the
department stores, which experienced a revival in 1935. They had never come to a
standstill, but now seemed to be the right time for many department store oppo-
nents to remember the implementation of Article 16 of the first party program and
to no longer align themselves with the ban on boycotts issued in July 1933, which
was generally never seen as a lasting measure. At the spring fair in the cathedral
city, the Cologne Gauleiter Josef Grohé called for people to avoid department stores:
“It would be a betrayal of the German economy if purchases were still made in a
department store today.”®" Banners above the most important ones in Cologne
shopping streets then read: “Anyone who buys from a Jew is a traitor.””* The Reich
Association of German Civil Servants (Reichsbund der Deutschen Beamten) issued
a decree for their members as early as February 1935 in the form of a general shop-
ping ban against department stores and uniform price stores. The fact that the
NSDAP party leadership declared the ban to be “inadmissible” did not seem to have
any effect on it.® When department stores were legally banned from having dining
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Fig. 18: Graphic illustration from the Berlin NSDAP organ Der Angriff, July 3, 1935.

establishments (“refreshment rooms”) in May 1935, political directives had to
change course on the “department store question.”*

Inspired by the Nuremberg racial laws, another wave of terror against de-
partment stores followed in the fall of 1935. Shop windows were defaced, boycott
posts were set up, and there were violent attacks against staff and customers in
the Karstadt department store in Hanover.” The radical activists of the National
Socialist craft, trade and business organizations (NS Hago), into which the Kampf-
bund had merged, could not be stopped by the signs proclaiming “German busi-
ness.” Despite the numerous “Aryanizations”, “department stores” and “Jews” re-
mained synonymous, and not just in the perception of these groups.

In addition to propaganda and intimidation, patterns of consumer behavior
that could be explained in social psychological terms also had an impact on depart-
ment store sales. Since consumers tend to imitate the behavior of other consumers
(“bandwagon effect”), the public turned away from department stores in a way that
had followed the similar trend in the mid-1920s. While department stores had previ-
ously received much admiration as a symbol of a new consumer world, they were
now seen as a relic of a bygone era. In his memoirs, “mail order king” Josef Necker-
mann reports on the “general animosity against the department store business
model” at the time and also on the dismay of his mother when he had his inheri-
tance paid out in October 1935 in order to take over the Wiirzburg department store
Siegmund Ruschkewitz, whose Jewish owner had been blocked by the Dresdner
Bank from obtaining the purchasing credit (“Department stores, I beg you!”).%
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Hertie had already registered five branches in the commercial registry
under other names in March 1935 to disguise their affiliation with a department
store group. Names that spoke of local culture and ethnicity seemed particularly
suitable for this strategy. The luxury department store in Hamburg was given
the name “Alsterhaus” and the branch in Stuttgart was named “Haus Schwa-
ben,” each with the addition “Branch office of the Hertie Waren- und Kaufhaus
GmbH.” The “Haus Badenia” (Karlsruhe), the “Haus Osterland” (Gera) and the
“Haus Vogtland” (Plauen) were also entered as branches. A branch without a
brand name was set up only in Munich.?” Unlike the renaming of the depart-
ment store in Weimar in December 1933, the aim was not to suppress the name
Tietz, which had been ostracized by the National Socialists. The new names
would not have been necessary for this, as the group had already been renamed
Hertie two months earlier. At least in Hamburg, this is how the new name was
perceived by the public. The luxurious consumer temple on Jungfernstieg had
until then probably been called Tietz and the connection with the “Aryaniza-
tion” of the company was quite obvious. “Only the Nazis said ‘Alsterhaus’,” a
contemporary witness reports, and everyone else continued to call the re-
nowned department store “Tietz.”*®

It was actually not permissible under commercial law for branch operations
to be run under a different name than the parent company. This practice had
not been objected to in Weimar, but in Gera the East Thuringian Chamber of
Industry and Commerce had now lodged a complaint with the registry court
against the registration of the new name: It is likely to “cause confusion about
the nature or scope of the business.”® In Gera, not only retailers were outraged
by the renaming campaign, the city council also protested: the name “Osterland”
was “sacred to the National Socialists,” must be reserved for the SA standard
and must not be misused for business purposes.** Hertie finally had to give in
and had the entry “Haus Osterland” deleted from the commercial register
in October 1935.%

The new names did not last in Stuttgart and Karlsruhe either, as the branch
stores could not be registered as branches of Hertie under these names. The de-
partment stores there and in Gera were then assigned to the new Hertie affiliated
company Union Vereinigte Kaufstidtten GmbH.** “Alsterhaus” turned out to be the
only permanent name introduced by the Hertie management in March 1935. In
Hamburg, this name has been retained to this day, although it is attributed to the
Hermann Tietz “Aryanization”. Even though the name was only introduced after
the renaming of the group and was intended to replace Hertie, not Hermann
Tietz, it is rightly considered to be tainted by the Nazis.** The renaming on Jung-
fernstieg could only remain in place because the authorities and party offices of
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the Hanseatic city were behind it. Unlike in Gera, Stuttgart and Karlsruhe, there
were no objections in Hamburg.

The formation of the Union Vereinige Kaufstiatten GmbH and the renaming of
the department stores in Hamburg and Weimar did little to help Hertie confront
the “department store crisis” that began in the spring of 1935. The group was par-
ticularly vulnerable to fluctuations in the economy due to a lack of capital, high
debt and the lack of restructuring measures to combat declining sales. The fact
that the bookkeeping and accounting had now been reorganized did not change
this. The management’s tough austerity measures and the associated job cuts also
did not solve the problems as long as the banks resisted raising further capital. It
did not make the group’s situation any easier that the standstill agreement be-
tween the creditors agreed upon in August 1933 expired on March 31, and could
only be extended after a delay of a few months. Already in May, Hertie had to
obtain a further loan in the amount of 750,000 RM from the creditor banks in
order to strengthen its working capital.**

Tab. 7: Number of Employees at Hertie Waren- und Kaufhaus GmbH
by Sales Outlets 1934 to 1936 (as of August, each year).®

1934 1935 1936
KaDeWe 2,378 2,135 2,180
Leipziger Strale 1,576 1,460 1,475
Alexanderplatz 1,489 1,406 1,420
Frankfurter Allee 528 444 437
Belle-Alliance-StraRRe 649 610 598
Wilmersdorfer StraRe 698 626 632
Chausseestralle 460 417 432
BrunnenstraRe 349 293 290
Kottbusser Damm 353 307 314
AndreasstraRe 256 249 243
Munich 997 938 864
Hamburg 885 736 705
Stuttgart 640 586 560
Karlsruhe 446 440 446
Gera 394 365 338
Plauen 381 359 322
Magdeburg 138 130 134
Weimar 96 81 83
Tempelhof and Head Office 430 358 353

total 13,143 11,940 11,826




96 —— 3 From the Banks to Karg

Nevertheless, in June 1935 the company ran into liquidity problems that were not
much different than before. There were overdue supplier receivables of around
six million RM, and due to the unreliable method of payment, the group again
had a poor reputation among suppliers; some had even stopped deliveries alto-
gether, which led to the warehouse being “under supplied.”*® In order to secure
liquidity, the Akzeptbank considered a further loan of seven to 13 million RM
necessary.>’ At the deadline for the extension due on June 30th, it then turned out
that Hertie was not in a position to raise the interest, commission and discount
amounts that were due.®® At the Warburg bank, after two years of support for
Hertie, a bitter conclusion was drawn: “Apart from the fact that they . . . Owners
Georg and Martin Tietz and Dr. Zwillenberg were eliminated from their company,
no restructuring work appears to have been accomplished.”*’

Hertie’s consortium of creditors was now forced to act. Under pressure from
the banks, Hartung had to resign as chairman of the advisory board on June 30.*°
The fact that he would soon have to leave the management of Hardy & Co. be-
cause his status as a “half-Jew” under the Nuremberg racial laws may not have
been a decisive factor. The banks made him a scapegoat for the company’s critical
situation and the advisory board’s failures, for which they were partly responsi-
ble. Deutsche Bank managed to persuade the experienced restructuring expert
Erich H. von Berger to take over as chairman.*!

Berger, a former board member of the bank Disconto-Gesellschaft, had been
a board member of the German Financing Institute AG (Defina) and the Redemp-
tion Fund for Commercial Credit (Tilka) since the end of 1932, two restructuring
institutes to which ailing banks could sell claims against commercial companies.
In 1929 he had already proven himself in the restructuring of the Berlin company
Gebr. Simon Textil AG.** With his election, the course was set for the long-
overdue creation of a restructuring concept.

Berger tackled this task quickly and already on August 28 presented a report
on the situation at Hertie in 1933. By evaluating 25 reports from the Trust Associa-
tion and the Treuverkehr Deutsche Treuhand AG, he had come to the conclusion
“that in terms of liquidity the group is in practical terms exactly where it was two
years ago.”*® A reconstruction would be necessary, but could be limited to a “capital
reconstruction” to capitalize and secure liquidity, since the group would in other
respects still be viable. Berger calculated that the loans totaling 17.75 million RM
provided by the banks since July 1933 had largely been used up by the repayments
totaling 16.25 million RM. Citing the audit report of the trust companies for the an-
nual accounts of January 31, 1935, he considered an increase in the company capital
to 25 million RM necessary to keep the firm afloat.**

Berger tried in vain to get the banks to grant another million-dollar loan to
the Hertie Group. He also asked suppliers for loans and only received rejections,
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especially since most of them did not have the necessary capital.** In order to
gain time, Berger now wanted to obtain an extension for the standstill agreement
between Hertie’s creditors, which was expiring at the end of September. In a bank-
ing meeting with the Reich Commissioner for the Credit Industry on September 13,
1935, a standstill until March 31, 1936 was agreed upon.*® The non-party Reich Com-
missioner Friedrich Ernst, who had been in office since 1931, was, as described
above, already involved in the regulation of the Hertie Group’s debts, because of the
special directive for the participation of the mortgage banks in the syndicated loan.
Ernst, for his part, now pushed for a restructuring of Hertie in order to overcome
the obvious disproportion between the bank and mortgage debts of 96 million RM
and the equity capital of 2.5 million RM.*’

At Hertie, Berger set up planning offices in September 1935 in order to accu-
rately evaluate the available statistical material and, among other things, to deter-
mine the profitability of the individual departments. He sought advice from the
former Schocken board member Georg Manasse and the former Leonhard Tietz
board member Franz Levy, who apparently had some experience in this area,
and then suggested that Irene Witte, the most qualified rationalization expert in
Berlin’s wholesale retail sector, be given the management of the planning office
at Hertie. There were strong reservations in the advisory board about filling such
an influential and well-paid position with a woman, but ultimately the more im-
portant factor was that Witte was not Jewish and no non-Jewish expert could oth-
erwise be found for this task.*® Witte, who until then had headed the exemplary
planning office of the Nathan Israel department store, moved to Hertie at the end
of 1935 and continued to work for her former employer at the same time.*’

Since Hertie did not receive any further credit or share capital from the
banks during the crisis of 1935, the department store group had to get by with a
standstill, an even more rigid cost reduction and the sale of further properties.
The goods debts were reduced from around 7.8 to around 2.6 million RM by the
end of the year, mainly through the sale of real estate and investments, which
brought in a total of 5.78 million RM.>

On January 18, 1936, Berger presented his long-awaited “Proposal for the Cap-
ital Reconstruction of the Hertie Group.” Essentially, his plan envisaged convert-
ing bank claims into liable equity capital of 25 million RM, preferably within the
framework of a stock corporation under the name “Deutsche Waren- und Kauf-
haus Aktiengesellschaft,” into which the real estate companies for the department
store properties would also be transferred. Berger suggested classifying the cred-
itors into four classes and using the second, third and fourth tier loans according
to a certain key, with a capital waiver of 20 percent for the third tier (not fully
secured) and 50 percent for the fourth-tier (unsecured) claims.” Berger specifi-
cally demanded that Akzeptbank waive part of the three million RM loan it had
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granted to Hertie. As the Reich’s own financial institution, it was supposed to en-
sure that “the damage suffered by the Hertie Group was mainly caused by public
intervention” — a remarkable justification that the Reich Ministry of Finance
termed “not valid.”*

At the same time, Berger admitted in his proposal that the restructuring
could not be tackled quickly because there were still major political uncertainties
and time was needed to classify the creditors. A further extension of the standstill
agreement for the subordinated claims was therefore urgent. A complete defer-
ment had to end, according to the agreements reached in September 1935. In his
final remark, Berger emphatically pointed out that all plans for the renovation of
Hertie depended crucially on political imponderables: “The success of any recon-
struction will depend on the way in which the ‘department store question’ finds
its legal regulation, and how the party will finally respond to it.”**

Berger’s proposal led to extensive consultations between the banks. Since
lengthy disputes were to be expected over the classification, a commission was
set up to draft guidelines for this procedure at a meeting with representatives of
13 credit and mortgage banks at the Reich Commissioner for Credit on March 25,
1936.>* Ultimately, the banks only agreed to extend the standstill agreement and
postpone the reconstruction until a later date. None of the creditors wanted to
waive their claims, least of all the Akzeptbank, which categorically rejected the
proposed waiver of claims amounting to three million RM.> The Dresdner Bank
advocated a postponement of the reconstruction and readily took up Berger’s
point that the department store question was politically unresolved.*® Berger’s
suggestion was also misused by the banks to refuse loans to Hertie: after Hertie
had received a special loan of one million RM for its Christmas business in 1935,
the Dresdner Bank and Hardy & Co. were no longer willing to take part in a new
loan of 500,000 RM as long as the questions of reconstruction and deferral were
not clarified.”’

Tab. 8: Data on the debt of the Hermann Tietz/Hertie Group 1933 to 1937 (in RM).58

June 30, 1933 January 31, 1935 August 1, 1935 April 30, 1937

Bank debts 50,000,000 43,252,000 49,800,000 42,083,000
Mortgages payable 52,000,000 44,580,000 40,500,000 34,809,000

On January 13, 1936, Hertie had already asked the Reich Ministry of Economics in a
petition to support a waiver by the tax authorities for the taxes due upon conver-
sion of the company into a stock corporation.”® Three months later, on April 21,
1936, the in-house Hertie lawyer Steffani informed the Berlin State Tax Office that
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the application for tax relief would no longer be pursued until further notice.*
Hertie was now considering whether to obtain the necessary capital by selling Ka-
DeWe to Deutsche Bank and Dresdner Bank and the Munich department store to
Hardy & Co. and Bayerische Vereinsbank.®* From Berger’s ambitious restructuring
plan, only the proposal to extend the standstill agreement remained, the terms of
which were negotiated through to the fall of 1936. Berger himself resigned from
Hertie’s Advisory Board in November. The new standstill agreement he initiated
was of utmost importance for the company, as it could hardly survive without a
deferral, but Hertie Waren- und Kaufhaus GmbH still had no real perspective for
the future.

How Georg Karg Took Over the Hertie Group

In June 1936, in a two-and-a-half-page exposé entitled “Draft,” Karg suggested sell-
ing the majority of Hertie to himself. In the files of the Dresdner Bank there is a
copy of this “Draft,” which he — against the will of, or possibly simply bypassing
the Hertie Advisory Board - handed over to the chairman of the Dresdner Bank
Supervisory Board, Carl Goetz, on June 16, 1936, “with reference” to our verbal
consultation.”®* Karg brought himself into the conversation as a buyer with great
self-confidence but also understandable arguments. The “draft” is divided into
two parts. On the first page, Karg critically examines the existing form of the com-
pany and then presents his proposal in eight points in the second part.

Karg initially justified his proposal by linking a crucial inventory of the firm
with the model that corresponded to his ideas:

The current administrative structure of the Hertie Group is hindering its economic develop-
ment in many respects. [. . .] even today the structure is similar to that of a company that is
governed by a committee of creditors in settlement or bankruptcy proceedings. This hinders
the individual activity that is absolutely necessary today. In my opinion, it is necessary for
the management of the group to be in the hands of a responsible entrepreneur who, due to
his expertise and experience, has the trust of the shareholders and all creditors.®®

The advisory board chairman Berger had already complained a year earlier in
his “Report on the Current Situation of the Hertie Group” that Hertie had not
made any progress under the banking regime. Nobody who was familiar with the
matter would have contradicted this. But Karg drew different conclusions than
Berger. Since the time of the Empire, for a large company with more than 10,000
employees, the stock corporation was considered the most efficient form of com-
pany structure because of its advantages in covering high capital requirements
and the limitation of liability on the company’s assets. The Leonhard Tietz com-
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pany was therefore converted into a stock corporation in 1905, Wertheim in 1909
and Karstadt in 1920. Accordingly, in his proposal for the “capital reconstruction”
of Hertie, Berger had recommended the conversion into a stock corporation in
conjunction with a significant capital increase. According to the status of the
stock corporation law reform discussion at the time, which was incorporated into
the Stock Corporation Act of January 30, 1937, Hertie would have lost the features
of a “committee of creditors” even with just this solution. The powers of the advi-
sory board (supervisory board) would have been limited to the control function,
and the management or board of directors would have been given the right to
manage the company under their own responsibility.5*

Karg’s proposal was aimed not only at emancipating management from the
shackles that the banks had placed on it in the Hertie statute. He argued that the
department store group needed a responsible, entrepreneurial owner, which
seemed plausible given the experience with the “creditors’ committee,” and an
owner who was not called into question by the banks. Ultimately, it was about
turning Hertie back into an owner-operated company, an archaic corporate form
for a company of this size. As Karg’s further plans would show, he was driven by
a personal mission to become sole ruler of a large department store group, which
he could pass on to his children as a family business. In this respect he was simi-
lar to Oscar Tietz, who had vehemently refused to convert his company into a
stock corporation. The fact that the Tietz family had had bitter experiences stem-
ming from the personal liability of owners in a general partnership did not stop
Karg from pursuing a similar model. It appears that this type of entrepreneur re-
mained more common in large retail than in other industries, since similar entre-
preneurs are also found at Horten, Neckermann, and others, whose careers were
based on the “Aryanization” of department stores.®

With the phrase “the individual activity that is absolutely necessary today”
Karg’s suggestion alluded at the same time to the National Socialist corporate
model, in which ownership and responsibility were not separated as in a stock
corporation, and the company was managed by the owner according to the leader
principle.

The fact that a consortium under the direction of large joint-stock companies
of finance capital ran a department store group in the “Third Reich” must have
appeared to National Socialist ideologists as a kind of fall from grace. This affinity
did not make Karg’s arguments into National Socialist ideas, but he knew that his
proposal would be viewed with favor in the party and in the ministries, and the
banks knew this too.

In the second part of his “draft,” Karg detailed the implementation of his sug-
gestion. Apparently for tax reasons, he wanted to settle for 51 percent of Hertie’s
shares and buy these shares “at par”, i.e. at their nominal value, with a five-year
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option. He would give the sellers a ten percent share of the net profit attributable
to these shares for a few years.

The highlight of his plan, however, was the proposal to obtain a loan from
Dresdner Bank of one million RM for the purchase of the shares, which would
initially be available to Hertie as a loan and then be offset against the purchase
price. According to this model, shares in Hertie with a nominal value of up to
one million RM could be acquired by repaying a loan, which provided Hertie with
liquidity and earned Dresdner Bank interest.

The “draft” contained further suggestions that resulted from the transaction.
Karg would have to be appointed as the sole managing director of Hertie, and the
advisory board would lose its authority to appoint the managing directors and
subject them to an approval requirement. Last but not least, Karg made his pro-
posal dependent on the banks concluding a new standstill agreement for a period
of five years.*®

Karg’s suggestion was welcomed at Dresdner Bank. In the relevant file there
is a note inserted into his “draft” with the handwritten note “Idea is not unappeal-
ing,” which may have come from Goetz, who had replaced Andreae as chairman
of the supervisory board, but in this position still acted as the top manager of the
business of Dresdner Bank.®’ In the coming weeks, Karg’s plan was checked and
altered at Dresdner Bank and Deutsche Bank. Karg, for his part, proceeded to re-
vise the “draft.” He must have learned that Hertie’s shares in the books were not
valued “at par” but at 50 percent “below par,” because they were converted bank
debts that could not be considered secured. Karg now wanted to purchase the
Hertie shares at a price of 20 percent of the nominal value, but the banks insisted
on the book value of 50 percent.® However you calculate it, the estimated pur-
chase price was exceptionally low. Karg took advantage of the fact that the share
capital of Hertie GmbH remained at an extremely low level. The creditor banks
had only made deposits worth a total of 2.5 million RM through the Trust Associa-
tion, while the share capital of Karstadt AG and of Westdeutsche Kaufthof AG (for-
merly Leonhard Tietz AG) was at that time roughly 29 million RM each.®® If the
capital increase to 25 million RM proposed by Berger had been carried out at Her-
tie in 1935, Karg would have had no chance of acquiring the majority of the com-
pany. With a share capital of 2.5 million RM, however, and a purchase price of
50 percent of the nominal value, it was possible to obtain 51 percent of the shares
for 637,000 RM.

The business deal was not that inexpensive after all, since Karg expanded his
proposal to a reorganization plan for Hertie, which also provided for an increase
in the share capital to 7.5 million RM and was tied to a new four-year standstill
agreement. When he presented his reorganization plan to the Reich Commis-
sioner in a meeting with bankers of the main creditors on August 27, 1936, the
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participants unanimously agreed. As Karding (Deutsche Centralbodenkredit AG)
noted in a note about this meeting, it was expressly welcomed that “Karg, as the
main expert, was entering into the matter with the largest part of his assets.”
Reich Commissioner Ernst estimated that Karg would have to raise cash capital of
7-800,000 RM for this move.”

It was also agreed that this was “a first step towards restructuring.””* With
Karg’s reorganization plan, which basically just consisted of converting part of
the bank debt into equity, the sale of a further part to the managing director and
a further deferral of the major part of the debt, but did not provide for a waiver
of claims, it was believed that they had found the key to the restructuring of Her-
tie GmbH.

In the fall, Karg succeeded in obtaining approval from the large number of
Hertie creditors for a new standstill agreement for the period from May 31, 1937
to April 30, 1941. This fulfilled an essential condition for the implementation of
his plan. In a banking meeting with Reich Commissioner Ernst on November 12,
1936, the agreement was approved by the creditors, and the agreed upon loan
from the Dresdner Bank to Karg and Hertie for one million RM was included in
the agreement.’”” Four days later in a formal letter to Hardy & Co., Karg made
commitments regarding the composition of the board of directors on the condi-
tion that he “immediately after the conclusion of the shareholders’ meeting to be
called in accordance with the standstill agreement, can acquire 51 % of the shares
in the share capital increased to 7.5 RM million under the conditions agreed upon
between you, Dresdner Bank and me.””?

The shareholders’ meeting took place on November 30" in the rooms of
Hardy & Co., and the partnership agreement of Hertie GmbH was amended and
redrafted in accordance with the restructering plan. The share capital was in-
creased by five million to 7.5 million RM by converting bank debts; Dresdner
Bank contributed three million RM and Hardy & Co. contributed two million RM;
the new shares, like the previous ones, were held by Treuhand-Vereinigung AG. A
new composition of the advisory board and the expanded powers of the manage-
ment, which Karg had requested, were also decided upon.”

The old advisory board had collectively resigned to give Karg a free hand.
Heinrich Lippert, the general manager of the Reich Insurance Association, be-
came the new chairman, meaning that the banks gave up this position. Additional
members were added based on an agreement between Karg and the shareholders
Ernst Karding (Deutsche Centralbodenkredit AG), Karl Rasche (Dresdner Bank),
Hugo Ratzmann (Hardy & Co.), Fritz Wintermantel (Deutsche Bank) and Trabart
von der Tann.”” Wintermantel was the only member of the first advisory board
of July 1933, who continued to be a member of the committee. In contrast to the
first years, there were no longer any bankers of Jewish origin represented on the
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advisory board, but instead two bankers, Rasche and Ratzmann, who were ex-
tremely close to the regime.”

There were also personnel changes in the management. Wilhelm Hermsdorff,
who had been one of Karg’s confidants for a long time and had already become
deputy managing director after Laupenmiihlen left, was appointed second man-
aging director. Max Friedland left because he had become an entrepreneur him-
self in the course of the “Aryanization” of the H. Joseph & Co. department store in
Berlin-Neukélln, and Trabart von der Tann left the management to rejoin the ad-
visory board, which he had only left in 1935.”” Karg had stipulated that the baron
would receive three voting rights on the advisory board “as his representative.”
Von der Tann was now subordinate to Karg and, in reversal of his previous role,
was supposed to act as the managing director’s confidant on the advisory board.
At the same time, Karg had promised that later, when he would own the majority
of the company, von der Tann would always vote with the representatives of the
banks until the standstill agreement expired.”®

Around the turn of the year 1936/37, the agreed upon transaction between
Dresdner Bank and Karg was concluded. In a letter dated January 2, 1937, Gustav
Overbeck, the head of the lending business at Dresdner Bank, promised Karg the
transfer of Hertie shares worth 1.8 million RM and confirmed the loan of 900,000
RM that had already been offered, with which Karg was able to purchase shares
at the book price of 900,000 RM that was due upon conclusion of the contract. In
return, Karg agreed to allow Dresdner Bank to share in Hertie’s profits attribut-
able to his shares in an amount of up to 900,000 RM during the term of the ac-
cepted standstill agreement. The bank could expect that the purchase price would
rise through this clause up to the nominal value of the shares sold.”

Excerpt from the letter from Gustav Overbeck to Georg Karg
dated January 2, 1937

On the occasion of the capital increase carried out at the above company, it has been agreed
that you or a company to be named by you will acquire 51 % of the share capital of Hertie
Waren- und Kaufhaus G.m.b.H. In order to make this possible for you, we agree to transfer
to you or a company named by you

nom. RM 1,800,000 — Shares

The purchase price would have to be documented as follows:

1) RM 900,000. — must be paid in cash upon conclusion of the notarial purchase contract.
To obtain this RM 900,000. — We have offered you a loan for the same amount accord-
ing to our letter of December 31, 1936, to which — including its security — the conditions
to be specified would apply.
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2)  Up to an additional amount of 900,000 RM - you undertake to make an additional pay-
ment on the purchase price in such a way that 10 % of the profit attributable to the
shares sold is to be paid to us annually. For the duration of the standstill, this 10 %
profit share would of course only be paid out to us once this amount has been distrib-
uted to you by Hertie.®

Not all banks in the consortium of creditors agreed with this transaction, but no
one wanted to stand in the way and jeopardize the standstill agreement. At Deut-
sche Bank people are said to have been very critical.®! The head of the Warburg
Bank Berlin branch Ernst Spiegelberg even stated that “the whole plan was diffi-
cult to understand from the point of view of those primarily involved.” When he
was personally informed about the planned agreements with Karg by the Reich
Commissioner for Credit at the end of August, Spiegelberg was utterly stunned:

Of course, Karg is a capable department store manager, but he has not yet demonstrated
that he is so capable that they sould give him all power over the company with just a 51 %
share, by only making a very small contribution - if any at all. If the company’s foundation
is sound and there is a prospect of recovery, the banks could not sacrifice all their opportu-
nities after all these years. In any case, if we were somehow significantly involved in Hertie,
we probably wouldn’t take this path [. . .].%

It actually seems incomprehensible that Dresdner Bank and Hardy & Co. were
prepared to sell the Hertie Group to Karg at a bargain price and also make the
purchase easier for him with a loan and a multi-year option. If one looks for ex-
planations, then it is important to remember that Hertie GmbH’s share capital
consisted almost entirely of converted bank debts. For the creditors, Karg’s plan
was to buy claims from them that had to be considered dubiously secured.

At this time, Hertie had debts to the Dresdner Bank totaling around ten million
RM, 7.46 million directly and 2.6 million RM as part of the syndicated loan (Loan II)
from July 1933.% The prospect of not having to write off this amount was more im-
portant to the bank than maintaining control over Hertie. The resulting strategy is
documented in a report by Wilhelm Schaeffler, who at the time was working as an
auditor at the Dresdner Bank, and later took over an “Aryanized” carpet factory
and, after the war, rose to fame with a group of companies manufacturing indus-
trial equipment.®* In a report dated August 18th, including an overview of the re-
sults of the audit reports on the Hertie balance sheets as of January 31, 1936, Schaef-
fler came to this conclusion:

We ourselves can only have one interest in postponing all restructuring issues, since within
the context of the overall group we and Hardy have to make the first sacrifices based on the
developments in the restructuring discussions so far. But if a new structure is to take shape,
the following line of action seems appropriate for us:
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a) no discount under any circumstances (depreciation unnecessary - the balance sheet
covers all debts);

b) Rather, conversion into shares, the realization of which may appear to be possible
more quickly than bank claims, and is certainly easier to realize than the majority of
mortgage and bank creditors believe, so that larger interest and standstill commit-
ments can be achieved from them at the same time.*®

The package for the restructering of Hertie put together at the end of August 1936
corresponded almost exactly to the Dresdner Bank’s intentions. Due to the new
standstill agreement, the restructuring was postponed until the spring of 1941.
With the capital increase, claims of the Dresdner Bank and the Hardy & Co. bank
on Hertie amounting to five million RM were converted into company shares,
and they already had one buyer in the person of Karg, and his loan allowed him
to earn interest beyond the standstill agreements.

At Dresdner Bank, Schaeffler was also able to report favorable developments
at Hertie. After an operating loss of 1.47 million RM in the 1935/36 financial year,
the result improved significantly in the first half of 1936/37; the income was
one million RM above the previous year’s level, and wage costs fell by
nine percent.®® According to the trust companies’ assessment, “the situation at Her-
tie is excellent;” in August 1936 alone, sales increased by 25 percent, and it was ex-
pected that Hertie would meet all obligations at the next payment date at the end
of January 1937.%” According to the unanimous verdict of observers, the “depart-
ment store crisis” of the previous year had been overcome and a strong economic
recovery was beginning to emerge. The Gauzeitung of the Berlin NSDAP had to re-
port in October 1936 that there was a mood of alarm in specialist retail stores be-
cause sales in department stores and large retail stores had been rising continu-
ously since the beginning of the year.?® Although the department stores were still
not able to expand the sale of food, which was particularly criticized by their oppo-
nents, they were able to achieve significant increases in sales of textiles, clothing
and “other goods.” A peak in this division was recorded in August 1936 with an in-
crease in department store sales of 22 to 23 percent. In the press, the boom was
attributed to the “Olympic business,” in which small items and textiles were in par-
ticular demand.® The Olympic tourists had apparently flocked to the Berlin depart-
ment stores, which were able to offer a broader range of items for sport fans than
the specialist shops, and the NS Hago did not even try to stop them. From the signs
of an upswing in department stores sales, the Dresdner Bank was able to draw
hope that the Hertie Group would one day pay off its debts if it was given enough
time to do so and was left in the hands of a capable specialist.

There were other reasons for the Dresdner Bank to rely on Karg’s plan. The bank
had been on the verge of collapse in the banking crisis of July 1931 and was saved by
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a bailout from the Reich. After the merger with the failed Darmstadt and National
Bank (Danat Bank), which had been forced by the Reich government, the Reich and
the Reichsbhank subsidiary Deutsche Golddiskontbank held 91 percent of the share
capital of the Dresdner Bank. When the banking business began to make profits again
for the first time in 1936, the long-planned re-privatization of the shares taken over by
the Reich moved closer. The Commerzbank, in which the Reich and the Reichsbank
had also taken over the majority holdings in 1931, was able to begin selling blocks of
shares to private investors through a banking consortium in October 1936. The Dresd-
ner Bank followed suit in September 1937.% Reprivatization was facilitated by remov-
ing loans with a risk of default from the books and a commitment of 10 million RM
to one loss-making department store group had to be one of them. Dresdner
Bank was also already heavily involved with Westdeutsche Kaufhof AG and the
Karstadt consortium. Since 1931, Dresdner Bank had held a stake in the former
Karstadt subsidiary Epa, now called Kepa, worth around 6.3 million RM
(37.54 percent), which was sold back to Karstadt AG in November 1937, reducing
the loan amount by 2 million RM.”* The Hertie loans were a far greater burden
for Hardy & Co. than for Dresdner Bank. In 1936, the supervisory board ordered
the bank to undergo a rigorous restructuring by consolidating its capital from 15
to 3 million RM. Of the loans granted, which amounted to four and a half times the
equity, the loans to Hertie, including bills of exchange and bills of exchange liabili-
ties, amounted to 4.6 RM million and were the largest single item among the loans
for which collateral was completely or partially missing.”* Loan provisions amount-
ing to 250,000 RM had to be set aside for the investment in Hertie GmbH, which
amounted to 352,070 RM. After sales negotiations with Karg began, the auditors did
not consider any further value adjustments to be necessary.”

Akzeptbank AG was facing liquidation in the fall of 1936 because the Reichsbank
and Reich government no longer considered such a “bad bank” necessary after the
financial sector had been stabilized. As a Reich-owned financial institution, Akzept-
bank was not involved in the standstill agreement between Hertie’s creditors — the
Reich had taken over the majority of the capital in June 1934. The processing of
some large loans now caused considerable difficulties, including, first and foremost,
the Hertie loans, which accounted for the largest commitment at 12.9 million RM.**
Karg did not take over 51 percent of the Hertie shares immediately after the agree-
ment with Dresdner Bank. The promised acquisition of the majority stake was a
framework that he could exploit in installments, but which was also linked to the
standstill agreement that came into force on May 31, 1937. First of all, Karg had the
Dresdner Bank loan for the purchase of shares amounting to 900,000 RM trans-
ferred to Paul Held Nachf. GmbH in which — unlike Hertie — he already held 51 per-
cent of the shares and could make decisions on his own terms.” When the standstill
agreement came into force in May 1937, he acquired Hertie shares with a nominal
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value of 2,025,000 RM from Hardy & Co. through the Trust Association AG. These
were the shares that Hardy & Co. had contributed from converted debts as part of
the capital increase in November 1936.% In September 1937, Paul Held Nachf. GmbH
bought Hertie shares with a nominal value of 1,800,000 RM from Hardy & Co., using
the loan from Dresdner Bank.”” Karg now held direct and indirect shares through
Paul Held Nachf.,, amounting to a 51 percent majority in Hertie. He could have fi-
nanced the purchase of the shares acquired from Hardy & Co., for which a loan
would have been difficult, by selling other “non-department store” properties. This is
exactly what he did: on December 7th, 1936, Wohnungs AG BeufSelturm sold a piece
of land in Berlin-Moabit and Grundwert AG Kaiserdamm sold four pieces of land in
Berlin-Charlottenburg to Victoria Insurance on January 26th, 1937.%
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Graphic 1: Georg Karg’s shareholding in percent of the share capital of Hertie GmbH
from 1937 to 1940.%°

Karg was, however, not satisfied with 51 percent. He bought additional shares
through Paul Held Nachf. GmbH during 1938 and in March 1939. At the beginning
of April 1939 shares valuing only 1,950,000 (26 percent of Hertie’s share capital) were
apportioned to the consortium of creditors managed by Hardy & Co.!® On the 14th
of June 1940, these shares were finally sold by the Treuhand Association to Deutsche
Boden AG for a price of 2.5 million RM.'™ Hertie was now 100 percent in the hands
of Karg. In his plan from June 1936, Karg had relied on the supposition that the de-
partment stores would recover from the hostilities and crises they were experienc-
ing, and that Hertie could regain its good reputation. He turned out to be right;
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there was a lot of good fortune involved, but also a profound knowledge of the poten-
tial of this form of business. At the beginning of March 1936, Hertie carried an exces-
sive indebtedness of around 10.5 million RM; by the beginning of February 1938, it
had a net worth of 10.97 million RM."**

Since Hertie was now making considerable profits, in which Karg had held a
51 percent stake since September 1937, he was able to easily finance the purchase
of the additional 49 percent of Hertie shares from this income. However, the pur-
chase of Hertie shares became more expensive over time, because their valuation
in Hardy & Co.’s books was based on the group’s earnings situation. Karg came in
as a buyer in 1937 at a book price of 50 percent of the nominal value, and
in June 1940 he and Deutsche Boden AG paid a price of 2.5 million RM for shares
with a nominal value of 1,950,000 RM.**®

Tab. 9: Sales of Hertie Waren- und Kaufhaus
GmbH 1932 to 1938/39."%*

Year Sales in RM
1932 200,630,000
1935/36 140,152,000
1936/37 152,661,000
1937/38 162,714,000
1938/39 187,000,000

As early as April 1939, when Karg owned “only” 74 percent of Hertie’s share capital,
he took the next step in his personal program: converting the company into a sole
proprietorship that would form an economic entity with himself. At that time, Her-
tie’s legal department, presumably through counsel Steffani, informed the responsi-
ble officer at the office of the Berlin Finance President that the company and its
subsidiaries should be dissolved in such a way that all of their assets would be
transferred to Karg. According to this source, upon dissolution, Karg would receive
the group’s net assets of 6,963,373.13 RM, which would roughly correspond to the
amount that he had spent on purchasing the shares he had previously acquired
and that he would still have to spend on purchasing the remaining shares.'®> How-
ever, after lengthy negotiations, Karg had to back out of this plan because the Reich
Ministry of Finance did not respond to the requested amount of allowed tax reduc-
tions. The conversion would then have been too expensive with an estimated cor-
porate tax of 3.9 RM million and a property transfer tax of three million RM.'%
Consequently, Hertie remained a GmbH that formally and presumably for
tax reasons had three shareholders: Georg Karg, Paul Held Nachf. GmbH and
Deutsche Boden AG. The shares of Paul Held Nachf. GmbH were owned 100 per-
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Tab. 10: Shareholders of Hertie Waren- und Kaufhaus GmbH, 1937 to 1940."”

January 1937 Holding Holding December 1940 Holding Holding

in RM in percent inRM in percent
Dresdner Bank 3,945,400 52 Georg Karg 2,020,000 27
Hardy & Co. 2,378,000 32 Paul Held Nachf. 1,800,000 24
Deutsche Bank 1,176,000 16 Deutsche Boden 3,675,000 49
total 7,500,000 100 7,500,000 100

cent by Karg, Deutsche Boden AG was owned almost 100 percent by Hertie
GmbH,'®® and the shareholdings of both companies in Hertie GmbH, together
with Karg’s personal shareholding, resulted in a total of 100 percent.

Fig. 19: Georg Karg at the Hertie Christmas party in 1938.
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Fig. 20 and 21: Hertie’s Christmas party in 1938 in the Deutschlandhalle in Berlin.
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Karg, Neckermann and the Zentrallagergemeinschaft
fiir Bekleidung, ZLG (1942-1944): A Digression

The development of Hertie Waren- und Kaufhaus GmbH during the war is not
documented in the archives. However, it has long been known that the group was
involved in the Zentrallagergemeinschaft fiir Bekleidung (ZLG, Central Store-
house Association for Clothing), founded at the beginning of 1942, which devel-
oped into a monopoly for the supply of official clothing for special campaigns.
Since this commitment is the only one that can be recorded for the Hertie Group
in the context of the Nazi war and plundering economy, it will be discussed in
summary in the following excursus based on the little information available. To
classify it, it is essential to take into account the changing role of department
stores in the war economy and the development of the ZLG.

The start of the war resulted in a drop in sales and profound changes in the
retail business, as private consumption was restricted by rationing. The depart-
ment stores were particularly affected by the introduction of textile management;
after all, around 60 percent of their sales still came from fabrics and clothing.
Customers could now only purchase these by presenting ration vouchers or the
Reich clothing card introduced in November 1939.'% At the same time, the staffing
level became thinner due to Wehrmacht call-ups and transfers to companies that
were important to the war effort. The department store companies were never-
theless able to cope with the transition to the war economy better than small re-
tail stores. Parallel with sales, the costs for wages, salaries, packaging and adver-
tising also fell. The department store companies were also no longer under
attack; they were now seen as indispensable pillars of supply; furthermore, the
department store tax was abolished on April 1, 1940,

During the war, no information on sales and number of employees in depart-
ment store companies was published. According to press reports, sales remained
quite stable after the decline at the start of the war. According to one estimate,
sales at the Westdeutsche Kaufhof AG in 1940 were around 15 percent below the
level in 1939.™ In keeping with the logic of a scarcity economy, the department
stores resorted to hoarding. Inventories increased because regular deliveries
were not guaranteed; “shortage goods” were no longer placed on the display ta-
bles because otherwise they would have “disappeared” immediately."

The longer the war lasted, the clearer the advantages of department stores over
specialist shops became, as the Neues Wiener Tagblatt described them in June 1943:
“The buyers, especially the working woman and the often overworked housewife,
are able to shop at the department store and to make several purchases at the
same time on one shopping day and thus save time.'™® Nevertheless, department
stores were still closed down as a result of the wartime economic rationalization.
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According to a decree issued by the Reich Ministry of Economics at the end
of January 1943, retail outlets could be merged and shut down by official orders. In
June 1943, 20 percent of the approximately 740 department stores and uniform
price stores were already affected by closures."™*

The Reich Office for Clothing and Related Products, an authority subordinate
to the Reich Ministry of Economic Affairs, was responsible for controlling and di-
recting the civilian textile supply. Under the leadership of the former ministerial
director Werner Hagemann, the Reichsstelle hired Josef Neckermann, owner of a
textile mail order company, as a volunteer consultant at the beginning of 1941,
since their management system, which had come under much criticism, required
the expertise of practitioners from the retail sector. In a dual position as entrepre-
neur and civil servant, Neckermann was able to establish a key position within the
economic system, from which his own company benefited."™® The founder of this
company, Karl Amson Joel, was forced to sell his successful textile mail order com-
pany far below its value in 1938 because of his Jewish origins, and to hand it over
to Neckermann."®

As the work activity in the occupied territories in the East increased sharply
after the attack on the Soviet Union, disputes over the supply of clothing to these
workers arose. With the support of the influential head of the Reich Trade Group
Franz Hayler, an “old fighter of the NSDAP” and high-ranking SS officer, the Reich
Clothing Office was able to assert itself against the desires of the German Labor
Front and the Reich Labor Service. At the Reichsstelle, it fell to Neckermann to set
up a private company, with the participation of his company, to handle these or-
ders. To avoid leaving him with a monopoly, he was required to participate in the
founding of another company.™

In his memoirs, which must be viewed as a problematic source, Neckermann
describes how Georg Karg’s involvement in the ZLG came about.® According to
his account, Neckermann initially looked in vain for partners in the mail order
business. His competitors lacked capital, and the project overall was considered
inauspicious in the industry.™™ Finally, the Hertie Group was persuaded to invest
one million RM in the share capital of the ZLG. This commitment probably did
not come about entirely by chance, because Hertie, like no other private com-
pany, could offer something that Neckermann did not have: a larger number of
professionally equipped warehouses in the Reich capital.

Karg was not enthusiastic about Neckermann’s plans. “All right, we’ll give
a million, but otherwise leave me alone,” he is said to have replied to him."** Karg
probably did not like the fact that the ZLG would have access to the warehouses
of the Hertie department stores, but he will also have known that Hertie’s partici-
pation in the ZLG offered great advantages within the field of textile management
and protected the group against attacks by the authorities. According to Necker-
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mann’s Erinnerungen, the deciding factor for Karg could have been “the fact that
shortly beforehand he had succeeded only with great difficulty in averting the
threat of confiscation of some of his department stores by the state.”'*

On January 12, 1942, the ZLG was founded as a company under civil law, with
share capital of two million RM, divided equally by the Josef Neckermann Textil-
Versandhaus laundry and clothing factory and the Hertie subsidiary Bekleidungs-
Handels AG.”?? Neckermann financed his investment with bank loans; the Hertie
Group no doubt proceeded similarly.’® The fact that both partners took on a con-
siderable risk by founding ZLG in the form of a partnership without limitation of
liability can only be explained by the support from the Reichsstelle, which
amounted to guaranteed liability. Bekleidungs-Handels AG, a company of the Her-
tie Group founded in 1923 for “purchasing, selling and manufacturing all kinds of
clothing items,” had a share capital of only 100,000 RM.'**

The few surviving files on the ZLG confirm what Neckermann wrote in his
memoirs about Karg’s role: “He remained reserved the whole time.” It was a
stroke of luck if we managed to meet him or at least have a telephone conversa-
tion with him.'® Neckermann readily respected his partner’s wish to leave him
“in peace.” The board of directors, led by Hagemann and later by the manufac-
turer Herbert Tengelmann, a multi-function official in the Nazi textile industry,
also gave him a free hand. As the sole managing director of the ZLG and special
representative of the Reichsstelle, Neckermann was able to expand this company
unhindered into a monopoly company with public-private status, a “Neckermann
central storehouse association,” which he controlled completely. The ZLG had its
office at the Josef Neckermann laundry and clothing factory at Utrechter Strafe
25-27 in Berlin-Wedding. The Reich Office passed on the requests from the users
of the service to this office, and Neckermann then awarded the orders to the man-
ufacturers. The profits of the ZLG are said to have gone to the Reichsstelle.

Under Neckermann’s direction, the ZLG was soon entrusted with the task of
carrying out further large-scale orders, for which delivery points were set up
throughout the Reich and “purchasing offices” were established in occupied coun-
tries. The ZLG was commissioned by the general representative for labor deploy-
ment to supply foreign forced laborers with workwear from old clothing
collections.”® The Wehrmacht was supplied by the ZLG with winter-proof uni-
forms for the Eastern Front, and bombed-out persons in German cities were sup-
plied with linen and outer clothing."’

At the same time, Neckermann moved to have a laundry and clothing factory
constructed on a large scale in the L6dZ ghetto (then Litzmannstadt) in Poland.
With around 30,000 Jewish inmates who had to work to survive, what was proba-
bly the largest clothing factory in Europe was established there.® Unlike Necker-
mann, Karstadt and Tengelmann’s company Heinrich Leineweber, Hertie did not
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give any orders to the ghetto’s textile department, especially since the corporation
did not have much relevant production in this sector. The Hertie department
stores did, however, order outerwear from that source. This has been docu-
mented for the Alsterhaus, and it was certainly not an isolated case.'*

In the summer of 1943, ZLG’s business had reached a size that made it neces-
sary to limit the shareholders’ liability. ZLG GbR, a civil law partnership, was
taken over by ZLG GmbH, a limited liability company, which was founded
on August 13th by the previous shareholders. The company’s managing directors,
Wilhelm Hermsdorff and Hans Heilemann, signed the articles of association for
Bekleidungs-Handels AG."*° Two months later, ZLG received a loan of 60 million
RM from a consortium led by Dresdner Bank, with which it was able cover the
costs of warehousing and advance payments to the manufacturers.” As its busi-
ness became increasingly difficult due to the damage caused by allied bombing
and transport problems, the ZLG received further loans totaling 95 million RM by
the end of the war."** Hertie and her Bekleidungs-Handels AG were not involved
in the management of ZLG. But the company was not a silent partner either. Re-
ports and notes on bombing damage show that the warehouses of the Berlin Her-
tie department stores on ChausseestrafSe and Frankfurter Allee were used by the
ZLG."® Such warehouses were also of utmost importance to the ZLG as security for
the bank loans it received. As Neckermann reports in his memoirs, Karg had the
Hertie Group’s shares in ZLG transferred to himself personally in September 1944."**
There is, obviously, no contemporary evidence of this.

As a final note, Karg did not expose himself to the Nazi war economy and
showed a restraint that does not seem to fit with his behavior between 1933 and
1939. However, it should be taken into account that, as already described, he had
failed in his efforts to take over “Aryanized” department stores in Prague, Mora-
vian Ostrava and Amsterdam.” His plans to profit from the expansion of the
Hertie Group under occupation rule were also not realized. Karg was not inter-
ested in the business of Reich offices and the activities of economic groups. Al-
though he had not sought a stake in ZLG, as a co-owner with a share of 50 percent,
he also shared responsibility for this company’s morally reprehensible business
activities.



4 Emigrated and Plundered. The Tietz Family
after the “Aryanization” of the Company

The Affiliated Companies and the Legends about a “Severance
Payment”

In the partition agreement of August 13, 1934, the Tietz family received the prom-
ise that one group company would be exempt from “Aryanization”. It was the
Mechanische Feinweberei Adlershof AG, a Berlin textile company that had not
previously been given any particular importance by either the Tietz family or
Hertie. In Section 6 of the partition agreement, Georg and Martin Tietz received
the assurance that they would be able to acquire this small part of the group’s
assets as private property. The transfer was to take place in the form that the
brothers would take over the Mechanische Feinweberei Adlershof with all assets
and liabilities, i.e. including the buildings, equipment, warehouses, receivables
from suppliers and obligations to creditors. For this purpose, Hertie provided the
Tietz family with an amount of 1.5 million RM. It also undertook to grant the com-
pany in Adlershof the benefits of a purchasing group affiliation for a period of
five years.!

The agreement reached relating to the Mechanische Feinweberei was not
only materially the most important promise that the family had received based
on the contract for division, but also the only one that was not specifically de-
signed to make emigration easier. The residential and commercial buildings left
to the family were chosen specifically so that they could be easily sold when emi-
grating, and with the accompanying approval of foreign exchange transactions
and the exemption from the Reich flight tax, which will be described later in
more detail, the connection to emigration is still ocbvious. Only the time limit of
five years reveals that the arrangement for the firm in Adlershof was not in-
tended to be permanent.

In a chain of contracts, the Mechanische Feinweberei was initially renamed
“Mefa” Bleicherei, Farberei, Apparatur und Textilhandels AG (hereafter Mefa Blei-
cherei), based on the name of the company Berliner Bleicherei, Farberei & Druck-
erei GmbH, with which it had been merged in 1923. The renaming was apparently
intended to differentiate it from the founding by the brothers Georg and Martin
Tietz of a new trading company operating under a similar name, and thus the re-
naming process made sense. The Mefa Bleicherei was founded on November 9,
1934. The Tietz brothers founded Mefa Textilhandels GmbH (hereafter Mefa Textil-
handel) with a share capital of 20,000 RM, initially together with Mefa Bleicherei,
which was represented by the Hertie staff members Hermsdorff and Steffani. On
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the same day, the Mefa Bleicherei shares were transferred to Georg and Martin
Tietz, who thus became the sole shareholders of Mefa Textilhandel. They acquired
the Mefa Bleicherei business property for 450,000 RM in further contracts and
leased this site to Mefa Bleicherei.® The former Mechanische Feinweberei was sub-
sequently transformed from a commercial operation into a trading company. The
Tietz brothers appointed their former chief secretary Charlotte Eigner (later
Kiicher-Eigner) as managing director in Adlershof.* She had the family’s full trust.

Georg and Martin Tietz founded two other companies for foreign trade pur-
poses that — as stipulated in Section 14 of the partition agreement — would be al-
lowed to belong to the purchasing group of the Hermann Tietz or Hertie Group as
affiliated companies. There was a bit of a stir surrounding the founding of Tietz
Connection and Export GmbH (Anschluss- und Export GmbH) in December 1934,
which was already recognizable from its name as an affiliate of the department
store group. Since this company was founded and entered into the commercial
register almost at the same time as the brothers were forced out of Hermann
Tietz & Co., speculation arose. Did the two of them continue to work in the group
under different flags? Was their departure just a cover-up? The press was almost
more interested in such news than in the long-awaited news of the family’s depar-
ture. The Hertie management protested against the name and distanced itself
from the new Tietz company in a press release. It was “a personal founding by
Messrs. Georg and Martin Tietz, which has nothing to do with the business opera-
tions of Hermann Tietz & Co.” The brothers were now “complete strangers” to the
Tietz Group. However, Hertie had to admit that the Tietz family’s new company
belonged to the firm’s purchasing group.’

Georg and Martin Tietz founded another affiliated company for export busi-
ness in London under the name Tietz Ltd. With the approval of the Berlin Foreign
Exchange Office, they were able to raise the share capital of 10,000 British pounds
through a loan from a Belgian financier.® Tietz Ltd. was managed by the two
brothers together with the British merchant Arthur Vandyk and the Dutchman
Erik Emmer.” Within Tietz’s export business, the roles were probably distributed
in such a way that Tietz Ltd. in London acquired orders for deliveries from Ger-
many and Tietz Connection- und Export GmbH then concluded contracts with
German manufacturers from Berlin. For such transactions, loans were essential,
since the Tietz companies had to pay the German manufacturer before receiving
payment from the client.

For the export business described above, Georg and Martin Tietz thus re-
ceived a special permit from the Reich Office for Foreign Exchange Management
on September 28, 1934. At this time, the Reich’s chronic foreign exchange shortage
was exacerbated by the increasing trade deficit. The beginning of an upswing in
the domestic economy after the global economic crisis led to an increase in im-
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ports, while exports stagnated. The new Reich Economics Minister Hjalmar
Schacht, who replaced the ailing Schmitt in July 1934, responded to this situation
as part of his “New Plan” by expanding the management system to include the
entire foreign trade administration.®

It was in accordance with this policy that the Reich Office for Foreign Ex-
change Management was persuaded to use the Tietz family’s connections to im-
prove the foreign trade balance. On October 9, 1934, Georg, Martin and Betty Tietz
received approval from the foreign exchange bureau of the State Tax Office in
Berlin, in reference to the mentioned decree from the Reich Office, “to grant
loans to two trading companies you set up abroad to sell department store items
for the purpose of generating additional funds to purchase goods in Germany
worth up to RM 9,000,000 (Reichsmark Nine Million).”®

At first glance, this approval of the Foreign Exchange Office appeared to be
an extraordinary benefit that only a few Jewish entrepreneurs were granted to
support their emigration, similar to the exemption from the Reich flight tax prom-
ised in the partition agreement. The Tietz family was faced with the problem of
not being able to convert their remaining assets into foreign currency when they
emigrated. According to the then current regulations, their assets, including the
proceeds from the sale of the remaining properties, would have remained in
blocked accounts in the country. It therefore sounded promising when the For-
eign Exchange Office assured the Tietz family in its decision of October 9, 1934
that it would be allowed to use freely the foreign exchange proceeds from the ap-
proved export transactions.'

In this decision, the Foreign Exchange Office also stipulated that a total of
50 percent of the foreign exchange proceeds had to be paid to the tax authorities.
The earned foreign currency was to be distributed between the Tietz family and
the state according to a fixed key that varied with the amount. For example, with
foreign exchange proceeds equivalent to 1 million RM, only 35 percent had to be
delivered to the State Tax Office; if the business reached a volume equivalent to
seven million RM, then 80 percent was to be paid out to the tax office. The export
business of Tietz Anschluss- und Export GmbH and Tietz Ltd. was also subject to
restrictive requirements from the Foreign Exchange Office: these transactions
had to be orders from foreign companies that had not previously purchased in
Germany and goods that were primarily made from German raw materials."

Only a small amount of data has survived regarding the business of Tietz’s
affiliated companies, especially since Georg and Martin Tietz refused to keep pro-
fessional accounting, because they only saw themselves as representatives of the
companies and not as owners in the sense of a general partnership.'? The surviv-
ing report, however, an audit carried out by the Foreign Exchange Office
in June 1937, clearly shows that the Tietz brothers’ export business remained on a
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very manageable scale. Within a year and a half, Tietz Anschluss- und Export
GmbH and Tietz Ltd. had acquired only three larger orders; two other cases, an
intended trade in Siemens teleprinters and an export contract to deliver coal to
France, did not materialize.®

One of the orders received was from Robert Cassel & Co. Ltd. in Port Eliza-
beth, South Africa for the establishment of a perfum factory. In order to pay the
German manufacturer, Tietz’s export companies had claimed the approved loan
of 30,000 RM. Payment, however, could only be expected in the course of 1938.
Another deal was a contract to deliver an order of machines worth six million
dinars to Serbian Mining and Metallurgy Ltd. (Serbische Berg- und Hittenin- dus-
trie AG). Georg and Martin Tietz’s affiliated companies had placed orders for the
contract in Germany worth 473,000 RM and paid 429,000 RM of this amount with
bonds. The third larger deal was a contract with the Drach Mitteleuropdische Hol-
zaktiengesellschaft in Vaduz/Liechtenstein, an international sawmill group, for
the delivery of wood processing machines at a price of 5,250 British pounds.* The
Tietz companies had already paid the manufacturer, the Fleck company in Berlin-
Reinickendorf, 122,950 RM. Later some difficulties arose in this transaction be-
cause the Mitteleuropéische Holzaktiengesellschaft could no longer pay for the
order.”®

It remains open as to whether Georg and Martin Tietz had high expectations
regarding this export business. After emigrating, they were not dependent on the
foreign exchange proceeds, since they had long had sizable deposits at banks in
Switzerland and the Netherlands. Although the company owners’ securities ac-
count with the Swiss Bank Association was included in the partition agreement,
the securities account with the Zurich bank Blankart & Cie. had been left with
them, and likewise their deposits with the Amsterdam bank N.V. Transandine
Handel Mij. They were able to keep these accounts secret from the German au-
thorities, the first one worth around 500,000 Dutch guilders, and the second
around one million Swiss francs.'®

It is reasonable to assume that Georg and Martin Tietz saw the affiliated com-
panies as more than just a basis for a future professional existence abroad. The
regulations on export transactions were nevertheless important because they en-
abled them in a transition period to sell their villas and to transfer other assets
abroad. It also turned out to be important that the brothers were able to continue
to act as company owners, which proved to be particularly advantageous abroad.
German entrepreneurs who carried out business with the approval of the Reich
authorities had an easier time outside Germany than emigrants whose citizenship
had been revoked.”” Expanding the Mefa Textilhandel in Adlershof may also have
nourished the hope that conditions in the Reich would change again in the fore-
seeable future.
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Two years after the partition agreement had been signed, this hope was gone.
The Tietz family decided to emigrate despite the ongoing business of their affili-
ated companies. As the persecution of the Jews became more and more radical
over the course of the year, the agreements made in the settlement agreement
became worthless. Hertie terminated the affiliation contract with Tietz Connec-
tion and Export GmbH five days after the pogrom night of November 9, 1938 with
immediate effect: “Since you are undoubtedly a Jewish company, we can no lon-
ger be expected to maintain the current business relationship with you that we
had to enter into at the time in connection with the severance package for Georg
and Martin Tietz.”'®

According to later information from Tietz’s lawyer, Aldenhoff, Mefa Textil-
handel’s business is said to have developed well."” The assurances contained in
the partition agreement were also broken here. In May 1939, on the instructions
of a liquidator appointed by the Treptow district in Berlin, Mefa Textilhandel as a
“Jewish company” was forced to close down. The remaining assets were forcibly
auctioned off at bargain prices.?’ Since the Tietz family had already emigrated,
they were spared the worst. The Zwillenberg family, however, had not joined
them. After being forced out of the Hermann Tietz Group, Hugo Zwillenberg had
no plans to emigrate and did not participate in the affiliated companies. In vain
he relied on the promise that Jewish front-line fighters in the First World War
like him would be spared from persecution.

In the restitution proceedings initiated after the war, Karg explained: “The
Tietz family received assets amounting to around 6 million Reichsmarks, most of
which, as far as is known, they were able to transfer abroad under favorable
conditions.”® In 1970, after an interview and subsequent biographical sketch of
“Herr von Hertie,” written by Eglau about Karg, the amount had already doubled:
“Oscar Tietz’s heirs emigrated with a severance payment of twelve million
marks.”” These claims were repeatedly accepted without question, even though
it has long been known that no evidence of such a “compensation” can be found.”
The research for this study has also confirmed that it is a legend from the post-
war period. The suggested impression that the Tietz family had received an ap-
propriate price to freely dispose of during the “Aryanization” of their firm thus
corresponded fully to the requirements that the restitution legislation placed on
proof of legal acquisition.”* Against this background, Karg now wanted to see the
settlement agreement recognized as “a generous and decent settlement for the
Tietz family.”®

The legend of a “compensation” of this amount may have alluded to the
credit line of nine million RM that the Berlin Foreign Exchange Office approved
for Georg and Martin Tietz in October 1934. However, this was by no means a pay-
ment to the Tietz family, but rather a trade credit that the two brothers’ affiliated
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companies were allowed to use to pay the manufacturers until payment from the
client was received. Even later Karg would have known this exactly, especially
since he is said to have had an almost photographic memory.

The approval of the Foreign Exchange Office for Georg and Martin Tietz was
nevertheless unusual; with later “Aryanizations” such an agreement between the
authorities and the expropriated Jewish entrepreneurs was no longer conceiv-
able. If it had been possible to fully utilize the credit limit approved by the For-
eign Exchange Office, then the Tietz family would actually have been able to
transfer assets of 4.5 million RM abroad. But that did not happen. Because of the
Foreign Exchange Office’s requirements for the brothers’ export business, no sig-
nificant foreign exchange earnings were achieved until the family emigrated.

The other promises stipulated in the partition agreement also did not put the
family in a position to transfer millions of Reichsmarks abroad. In total, these as-
surances were valued at 2.5 million RM in the Hertie management’s motivation
report from October 1934, but a large part of this was attributable to costs arising
from the Mefa contracts.?® Incidentally, neither the transfer of the business in
Adlershof nor the transfer of individual properties stipulated in the partition
agreement can be considered as “compensation” for the Tietz family. Ultimately,
these values came from the company’s assets, which the family had to forego in
favor of Hertie.

Overall, as will be described below, the Tietz family was only able to transfer
a portion of their domestic assets abroad, because the radicalization of persecu-
tion caught up with them when they sold their properties.

The Costly Farewell to Germany

The Tietz and Zwillenberg families already had suffered multiple experiences of
discrimination and persecution in the early years of the Nazi regime. They had to
watch as their Jewish employees were harassed every morning by SA thugs dur-
ing the April boycott to deny them access to the service entrances of the depart-
ment stores.”’ Furthermore, the owners were personally in the crosshairs of the
smear campaigns of the National Socialist press, which translated into violence
on the streets and visible defamatory graffiti on their business premises. As
shown, the anti-Semitic pressure from the party base complemented itself in a
more formal, but by no means less aggressive, guise in the coercion of the Reich
authorities and banks to exclude the family from their company. With the grad-
ual “Aryanization” of their commercial property, by 1934 at the latest, the family
members were faced with the question of whether life would continue to be pos-
sible in Germany, and if so, under what circumstances. Weighing up this question
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rationally was extremely difficult, as numerous aspects had to be taken into con-
sideration amidst great uncertainty about the path that German politics, the econ-
omy and society would take.

On an economic level, this included the extent to which the former highly re-
spected department store owners would be able to find a new professional liveli-
hood after the loss of the family business. In 1934, Georg and Martin Tietz as well
as Hugo Zwillenberg shared the hope that by withdrawing from the department
store group they would also remove themselves from the crosshairs of anti-
Semitic hostility, but could continue to be entrepreneurially active in the back-
ground. The Tietz brothers had therefore specifically pushed in the “Aryanization
negotiations” to take over the majority share in the “Mefa” Textilhandel plant.
The company could, they hoped, become the new platform for their business
engagement.”® With similar ulterior motives, Hugo Zwillenberg largely moved to
his Dominium Linde estate in West Havelland from 1933 onwards, where he be-
lieved himself and his relatives were in greater safety from the everyday hostili-
ties in the Reich’s capital. He spent most of his time as a farmer managing his
estate. At the same time, he founded several smaller, unspecified manufacturing
companies in the surrounding area, in which he remained involved until 1938.2°

The behavior of all three former Tietz owners reflected not only an unbroken
entrepreneurial spirit, but also the quiet confidence that conditions in their
homeland would perhaps stabilize again after what was hopefully a short period
of radical upheaval. However, this hope, which was always filled with concern
due to early experiences of persecution, was in no way combined with innocence.
As previously described, Georg and Martin Tietz had only signed the settlement
agreement in 1934 on the condition that they would be exempt from the Reich
flight tax in the event of their emigration and could transfer their capital abroad
at preferential conditions. This was an agreement officially agreed to by the Ber-
lin State Tax Office, allowing the former owners to make provisions to be able to
leave the country with as little loss of assets as possible.*® The fact that the broth-
ers were still able to negotiate such special conditions in 1934 testifies to the
prominent position that Tietz’s “Aryanization” was given at the highest govern-
ment level. At the same time, it becomes clear that the corset of state deprivation
for Jewish persecutees had not yet fully developed at this point in time. The Nazi
state still resorted primarily to an emergency decree that had already been issued
in the wake of the global economic crisis in 1931: the Reich flight tax was origi-
nally intended to prevent foreign exchange controls from being undermined
through arbitrary capital transfers abroad. When emigration due to persecution
increased as the Nazis came to power, this measure was easily exploited by the
Nazi regime in a pseudo-legal manner as a special anti-Jewish tax. Accordingly,
the exemption limits were reduced in May 1934 and the search for foreign ex-
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change was intensified. From that point on, Jews willing to emigrate were crimi-
nalized solely on the pretext of potential tax evasion. Their assets could be
blocked and ultimately confiscated by means of official security orders.3! Georg
and Martin Tietz were probably very aware of this increasing tax persecution,
discrimination and discrediting during the negotiations in the summer of 1934, so
that they were already steering towards a ruling in advance of their departure
that would address the tax concerns for their possible emigration.**

The economic consequences were only part of the considerations on the basis
of which the Tietz and Zwillenberg families had to consider the pros and cons of
their emigration. The everyday discrimination that they, like all Jewish fellow citi-
zens, were exposed to in the early years of the regime did have an impact. Harass-
ment was increasing everywhere, even before the so-called Nuremberg Laws
were passed in 1935. The extensive exclusion from social life, the ban on using
theatres, cinemas, swimming pools or parks, or even being treated by “Aryan”
doctors, were just some of the experiences of discrimination that made those af-
fected people feel demoted to the status of second-class citizens. With a heavy
heart, the family had to witness how long-standing employees of their company,
as well as personal friends and acquaintances, lost their jobs and faced an uncer-
tain future.®

The sociologist and historian Wolfgang Seibel explains that in the 1930s, the
persecution situation gradually became more and more stressful due to an inter-
play between formal ideologically radicalizing state persecution structures and
an anti-Semitic attitude climate that spread informally in society, which ensured
that the scope for moral behavior available in everyday life became increasingly
disadvantageous for ethno-religious, social and political fringe groups.>* This
image aptly describes the joint effect of state disenfranchisement and limitation
of everyday personal life, in which discrimination became a largely accepted so-
cial practice.

Unfortunately, there are no concrete sources that would provide insight into
how the Tietz and Zwillenberg families dealt with these experiences. It is all the
more valuable that Roe Jasen, the daughter of Edith and Georg Tietz, born in
1924, was available for a contemporary witness interview in which she shared
some of her memories with the authors. According to her accounts, she saw her-
self — the nine-year-old Rosli Tietz — from 1933 onwards confronted with prohibi-
tions and new rules of behavior that her parents were hardly able to explain to
her. Above all, what remains in her mind are the numerous school changes that
she had to experience.*® While her uncle Martin Tietz had been abroad frequently
since the Nazis came to power, her parents were initially hesitant about taking
their school-age children Rosli and her three years older brother Hans Herrmann
abroad. While their son was already attending high school in 1933, their daughter
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went to a bourgeois public elementary school in Berlin-Grunewald, where she
was exposed to increasing harassment from teachers and classmates. When it
was time to move to a secondary school in 1934, the entrepreneur’s daughter was
denied access to almost all educational institutions in Berlin.*® Her parents only
found a place for her in the Dahlem Ursuline School, a former convent school run
by Catholic sisters with secular teachers who were known for their religious liber-
ality and who continued to teach students of Jewish origin. Rosli remained in this
enclave until 1936.% There are already indications here that the individual family
branches of the Tietz owners left Germany at different times for familial, emo-
tional, but often also very pragmatic reasons. As it turned out, her future fate was
to be largely linked to this decision.

Until the mid-1930s, the Tietz family owned modern business-owner villas in
Berlin. Betty Tietz, her son Martin and his wife Anni lived in the above-
mentioned house at Kaiserallee 184/185, built around 1900 and surrounded by
large parks, which the company’s founder, Oscar Tietz, had acquired before the
First World War and expanded into a family home. By means of a purchase
agreement dated December 28, 1936,%® Betty Tietz sold this villa, presumably
under duress, to the Kingdom of Bulgaria, which set up its embassy office there.
The purchase price amounted to 286,500 RM.*° In the following months she her-
self rented a guesthouse at Piicklerstrafie 2 in Dahlem. Martin and Anni Tietz
probably also moved from the villa to an apartment on Gelfertstrafse in Berlin-
Dahlem in 1936. It was within walking distance of the mother’s accommodation.*’

Edith and Georg Tietz lived in a representative city villa at Koenigsallee 71 in
the prominent Grunewald district, very close to the villa of Walther Rathenau,
the Reich Foreign Minister who was murdered by right-wing radicals in 1922. The
upper-class terraced building with two side wings and guest bungalows is embed-
ded in a spacious green area with a tea temple and access to the lake.*! As was
usual with their commercial property, the private property holdings were also
grouped together in a separate management company called Grundstiicksgesell-
schaft Koenigsallee 71 mbH. In addition to the approximately 4,800 square meter
site, the company managed an adjacent waterfront property on Hundekehlsee
and an area at Gustav-Freytag-Strafle 17. Edith and Georg Tietz made use of the
latter in 1928 to expand their domicile by around another 5,000 square meters;
they had purchased it at a price of 125,000 gold marks.**

After their emigration, the couple sold their house with a contract dated July 19,
1938 to the up-and-coming Berlin manufacturer Willy Vogel, who had set up his own
business for central lubrication systems in 1929. The deal was arranged through the
real estate agent Kurt Niinnike. The “Aryanization” of the private property took place
with all adjacent properties, including part of the inventory, which encompassed nu-
merous built-in furniture and furnishings, such as: high-quality desk ensembles, car-
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pets, lighting fixtures, but also gymnastics equipment, a rowing shell and a pool
table.*”® A flat rate of 233,000 RM was set for the “Aryanization” of the entire property.
The purchase price of 139,520 RM estimated for the property at Koenigsallee 71 alone
was still significantly below the standard value of 157,000 RM. The property was still
recorded in the balance sheet of the Koenigsallee real estate company at the end of
1936 with a value of 183,300 RM.** The secondary properties were sold for 76,700 RM
(Gustav-Freytag-Str.) and 6,700 RM (water property) at the standard value. The inven-
tory, valued at an extremely small amount of 10,000 RM, was included in the total
price.*

In concert with the numerous approval authorities that were involved in the
assessment of the “Aryanization procedures”, the takeover took place subject to
the approval of the Berlin district economic advisor and the responsible foreign
exchange and price control office of the chief finance president. Consequently,
the purchase price never reached the direct hands of the sellers, who were
treated by the authorities as “non-Aryan” foreign currency holders. Instead of
being paid out, the purchase money went into an escrow account with the notary
Oswald Freisler and was blocked for payment of the resulting Reich flight tax. As
early as July 1937, as part of their emigration, the Tietz couple was forced by the
Foreign Exchange Office to deposit a security mortgage on their property in the
amount of 220,000 RM at the responsible Tax Office in Wilmersdorf-Siid.*® In this
way the Nazi tax administration sought to guarantee in advance their access to
the assets of the former department store owners. It was certainly no coincidence
that the sales price estimated later corresponded almost exactly to this security
amount.”’ The buyer of the property took advantage of the Jewish owners’ predic-
ament created by the authorities to sell their property as quickly as possible and
at a minimum price equal to the tax obligations. This type of interaction between
the Nazi state and private buyers of the property of the persecuted was also com-
mon practice.

Georg Tietz and his wife had no way to resist these machinations, on the con-
trary: as can be seen from internal letters between Edith Tietz and her represen-
tatives Charlotte Eigner (later Kiicher-Eigner) and Bruno Bley, who handled the
sale in Germany for them, they had to accept all conditions in order not only to
ensure a rapid transaction and to enable a quick payment of their tax liability,
but also to protect those family members remaining in Germany from feared re-
pression. Bley wrote shortly after the purchase contract was concluded:

It is naturally unavoidable that the handover of the property brings or will bring with it a
certain amount of unrest, etc. [. . .] On the other hand, you must always keep in mind that
we are very happy that the property has been sold and that we have the greatest interest in
a smooth transaction; [. . .] We also have to keep in mind that if this smooth process is not
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successful, the difficulties that have already existed could become much greater, including
for your mother and Thea. Based on the negotiations I have conducted so far with the au-
thorities involved in the purchase matter, I would rule out the possibility that they would
try to block the resolution of the sale. Nevertheless, we are also dependent on the buyer,
who could perhaps - if he wants to — create difficulties (although I don’t think he wants to
cause us any trouble).*®

The degree to which the Tietz family was taken advantage of in the course of this
“Aryanization” is revealed a little later in a report from the pricing office of the
district mayor of Wilmersdorf, which was prepared after the purchase contract
was presented. In this case, the office accused Willy Vogel of having made excessive
“de-Jewification profits” when purchasing the Tietz Villa, since only the standard
value was taken into account, but not the significantly higher market value. In par-
ticular after the numerous forced sales of Jewish property following November 9,
1938, intensive debates developed among the Nazi authorities as to the extent to
which the German real estate market could be protected from collapsing prices
and personal enrichment.*® The pricing offices were tasked with monitoring such
negative developments and also taking regulatory action in individual cases.
Hence, in the Tietz case, it only approved the purchase agreement on the condition
that the purchaser paid a further 51,000 RM to the Reich Treasury in order to skim
off the excess profits from “Aryanization” for the benefit of the regime. For the Jew-
ish owners, this process only showed how badly they were robbed of their assets.>

Since the much smaller apartments of Betty, Martin and Anni Tietz in Dahlem
hardly offered enough space and the entire family initially had no new home
after emigrating, they stored their household items, which they had put together
over the years with effort and a great deal of art appreciation, at Spedition
A. Schéfer in Berlin-Wilmersdorf. In addition to all the furniture, which ranged
from high-quality furnishings to garden seating, the interim storage facility also
included from their belongings a valuable library and a collection of historical
paintings.> There was still the faint hope that at least parts of the collections
would later be released to them from Germany.>

The First Stage of Emigration and the Financial Naturalization
of the Tietz Family in Liechtenstein

The Tietz family did not emigrate in one step, but gradually, initially while still
maintaining their residence in Berlin. In January 1937, the couples Georg and
Edith Tietz and Martin and Anni Tietz registered a second home in Budapest.>® It
cannot be determined whether a move there was planned, but it must be viewed
as unlikely since already in the spring of 1937 signs of a plan for emigration to
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Switzerland began to appear. At that time, Georg and Edith Tietz placed their chil-
dren in Swiss boarding schools.>* On this occasion, they will have made some con-
tacts and found out about financial naturalization in the Principality of Liechten-
stein, which at that time helped a growing number of emigrants from the
German economic elite to obtain new citizenship.

As early as March 28, 1937, Georg Tietz applied for membership in the citi-
zens’ association of the municipality of Triesen for himself and his family in the
Principality of Liechtenstein.>® His brother and sister-in-law followed this move
in August 1937.%¢ Georg and Edith Tietz left Germany permanently after selling
their villa at Koenigsallee 71 in June 1938. Six months later, Betty Tietz also moved
to Switzerland, to a guesthouse in Lucerne. The Berlin tax authorities dated their
emigration to December 15, 1938.%

In the 1920s, in order to consolidate its finances, the Principality of Liechten-
stein expanded financial naturalization, through which people without residence
in the Principality and without family connections to Liechtenstein could obtain
citizenship in return for paying a tax. This procedure, which was initially prac-
ticed by the communities, was now used by the princely government as a source
of money for the budget by issuing its own tax. In Vaduz it was hoped that this
would also attract investors, which the area, still largely agricultural at the time,
desperately needed. The principality’s finances were shattered by the effects of
the First World War and inflation in the protective power Austria, with which
there had been a currency alliance. The principality therefore concluded a cus-
toms treaty with Switzerland in 1923, introduced the Swiss franc as its currency
and from then on was represented diplomatically by Switzerland. Due to pressure
from abroad, financial naturalization was reorganized in 1934; new citizens were
now subject to a three-year residency requirement in Liechtenstein, which could
only be waived in exceptional cases. The tax rate for naturalization was subse-
quently increased to 15,000 Swiss francs for the respective municipality and 7,500
Swiss francs for the state, then at the end of 1936 to 20,000 Swiss francs for the
municipality and 10,000 Swiss francs for the principality.>®

Applicants for financial naturalization in Liechtenstein were almost all weal-
thy entrepreneurs or aristocrats from Central and Eastern Europe. In 1931, a tem-
porary high of 36 financial naturalizations was reached due to the introduction of
the Reich flight tax in Germany. After 1933, an increasing number of emigrants
from Germany’s Jewish business elite applied for financial naturalization; those
naturalized included the major industrialist Paul Silverberg (1936), the entrepre-
neur Alfred Merton (1937) as well as the bankers Siegfried Bieber (1937) and Her-
bert James Beit von Speyer (1939) and Georg Solmssen (1939). The number of fi-
nancial naturalizations of German emigrants rose to 30 in 1937.%°



The First Stage of Emigration = 129

When the Vaduz lawyer Ludwig Hasler submitted the naturalization applica-
tion for Georg Tietz in March 1937, he praised his client highly. The applicant had
paid taxes on assets of 1.4 million RM in Berlin, was also a “co-owner of Tietz Li-
mited in London,” had large assets abroad and was “in complete compliance with
the German authorities.” Tietz had a dual residence, Hasler explained, and would
maintain his residence in Berlin until his business there is wound up. As support-
ing evidence, he enclosed a tax assessment, certificates of reputation for the cou-
ple from Budapest and a copy of the assessment from the Berlin Foreign Ex-
change Office for Georg and Martin Tietz.*°

Hasler’s statements must have impressed the community meeting in Triesen.
The community, which had around 1,100 inhabitants at the time, was under
heavy strain due to the construction of an inland canal along the Rhine and the
improvement of the community’s land in the Rhine Valley, which also served to
create jobs. The naturalization tax of a wealthy entrepreneur from Tietz Ltd. Lon-
don was very welcome. Although there were also critical voices regarding finan-
cial citizenship in Triesen and the conservative Fatherland Union was strongly
represented here, the community citizens’ assembly voted on April 11, 1937 for
the naturalization of Georg, Edith, Hans Herrmann and Roésli Tietz with 115 yes
votes, 69 no votes, and 18 abstentions.®

Now the request had to be approved by the state parliament and the prince.
The princely government obtained information about Georg Tietz from the fam-
ily’s banks in Amsterdam and Zurich. Transandine Handel Mij., whose owner
Samuel Siegfried Fritz Hochheimer was a former Leonhard Tietz employee, certi-
fied that Tietz had assets of more than one million Swiss francs.®* The bank Blan-
kart & Cie. confirmed that he had been known “for many years as a worthy, weal-
thy merchant.”®® Impressed by this information, the state parliament attempted
to secure from the “applicant” a naturalization tax of 30,000 instead of the usual
20,000 Swiss francs, but Georg Tietz did not want to agree to that demand. On
May 7, 1937, the state parliament voted on his case. The Vice President had previ-
ously warned the opposition not to reject this proposal and not to make the — ap-
parently common — accusation that “we would buy every Jew.” A majority, never-
theless, rejected the application. According to the ensuing debate, this was
intended to set an example against the naturalization of Jews. The vote result was
a disaster for the Triesen community. Its leader Ferdinand Heidegger (Fatherland
Union), who was also a member of the state parliament, immediately pointed out
the consequences: “The community of Triesen is in dire need, and now we’ll have
to stop working. We have already taken an advance on this expected tax.” He was
accused of “blackmail” because of this clarification, but the well-being of the com-
munity of Triesen outweighed this maneuver. A “reconsideration of the decision”
was requested, and the MPs now voted for the motion with two abstentions.5*
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Georg, Edith, Hans Herrmann and Rosli Tietz were accepted on the 14th
of May 1937, “with the highest resolution of His Serene Highness the Sovereign
Prince,” into the Liechtenstein State Citizens’ Association and were granted the
civil rights of the municipality of Triesen.®® Taxes and fees totaling 32,600 Swiss
francs had to be paid for this — an amount equivalent to four times the annual
salary of the head of Liechtenstein’s government. In addition, a security deposit
worth 30,000 Swiss francs was established.®

In August 1937, the lawyer Hasler submitted an application for the naturaliza-
tion of Martin and Anni Tietz to the Triesen municipal council. He claimed that
the applicant “can still stay in Berlin without being harassed and has also re-
ceived permission from the German Reich to transfer part of his assets.”®” Again
he was able to obtain certificates from the banks N. V. Transandine Handel Mij.
and Blankart & Cie. and the fact that the couple had no children was also consid-
ered an advantage, as in this case the Principality did not have any obligations
for the next generation.®® The Triesen community assembly approved with 110
votes to 41, and the application was routinely passed in the state parliament
on October 26, 1937, as one of seven naturalizations, including that of the banker
Hans Arnhold, his wife and daughter.69 Three days later, Martin and Anni Tietz
were granted the citizenship of the principality at the same price as Georg and
Edith.”

Georg and Edith Tietz never actually planned to move to Liechtenstein. They
fulfilled the residency requirement that had in fact existed in the first years of
citizenship by staying in hotels and a guesthouse in Vaduz for longer periods.”
However, no other permanent address can be determined in the surviving corre-
spondence from 1937 to 1939. The couple apparently lived in hotels, alternating
between Zurich, Liechtenstein and France.

The Tietz family initially did not inform the German authorities of their new
nationality. Only after the German consulate in Zurich found out about this in the
spring of 1938 and inquired with the princely government in Vaduz did they re-
turn their German passports.”” How useful the new citizenship turned out to be
was to be was shown when the mayor of the Treptow district in Berlin
in December 1938 threatened to close the Mefa Textilhandel as a “Jewish com-
pany.” Hertie had previously terminated the company’s connection rights prom-
ised in the partition agreement for the same reasons. Georg and Martin Tietz
asked the Princely Government for diplomatic representation through the Vaduz
lawyer Alois Ritter and hoped to be able to prevent the closure by transferring
the company to the non-Jewish managing director Charlotte Eigner and a Swiss
businessman.” Although the Swiss embassy in Berlin considered the matter to be
unpromising, it intervened with the German authorities. As a result, Theo Frei-
muth, the liquidator employed in Adlershof, was recalled and the ordered closure
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was revoked.”* When the district mayor then again appointed the commercial
judge Freimuth as liquidator and he closed the company on May 6, 1939, the Tietz
brothers’ new citizenship was no longer of any use. The Swiss embassy in Berlin
informed Bern that a new intervention would be utterly hopeless because these
were German emigrants.”

Georg Tietz and his family were released from the Liechtenstein state associa-
tion on March 31, 1947 at their own request because they had now received Ameri-
can citizenship.”® Martin and Anni Tietz did not emigrate to the USA and therefore
developed a stronger bond with Liechtenstein, and Martin retained citizenship of
the principality until his death. In a letter to the princely embassy in Bern
dated September 7, 1949, he stated that he had lived in Triesen since his naturaliza-
tion and assured the embassy that he would not move back to Germany.”’ Never-
theless, he would never have lived permanently in Triesen. He wrote a letter
dated July 1938 with the address “Zurich, new castle,” and, according to a certificate
from the Liechtenstein government dated December 2, 1938, the couple lived in Zur-
ich, Leonhardstrafe 1.8 After the war, Martin Tietz was involved in the restitution
proceedings and his place of residence was consistently listed as Havana, even
though he assured the Liechtenstein authorities in 1949 that this address in Cuba
was merely a second residence, where he “stays” for three to four months
every year.” Later residences in Locarno and Munich were added, but one cannot
deny that Martin Tietz had a personal connection to Liechtenstein: In 1951 he pur-
chased a house in the Ebenholz district of Vaduz, and his legacy later gave rise to
the Martin Tietz Foundation for Educational and Family Counseling in Vaduz.*

When they emigrated, the Tietz families parted ways with the Zwillenbergs
permanently. The Tietz brothers were still close during the transition phase of the
time they spent in Switzerland and Liechtenstein, but they were unable to establish
a new home for the family there. And they were unable to build a new professional
life in any country after emigrating, even though both were in their prime in 1938,
aged 47 and 42 respectively. Tietz Ltd. in London still existed, but with the termina-
tion of its affiliation status, it lost its basis for business operations.81 The forced “Ar-
yanization” of the department store group and their expulsion from Germany led
to the Tietz family being completely uprooted.

Presumably shortly before the outhreak of the Second World War, Georg
Tietz and his family fled to England for a few months before setting off on an
almost year-long odyssey in 1940 to finally reach the USA via Cuba.®* Due to her
American citizenship, which had been reinstated at the end of 1938, Betty Tietz
was probably the first of their family to emigrate to the USA. According to the
correspondence of her Berlin general representative Walter Bernhard, she was
already living in New York at the beginning of January 1941.2 While Georg, Edith,
Hans Herrmann and Rosli Tietz followed her there, Martin and Anni stayed in
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Cuba, which at that time was one of the few countries still open to Jewish emi-
grants. The couple settled in Havana, where it was almost impossible for Martin
to find professional employment commensurate with his previous experience,
but their lives were at least secure.®*

From Camp to Camp: The Emigration of the Zwillenberg
Family

Hugo Zwillenberg, his wife Elise and their two young children Lutz Oscar and
Helga Henriette Linde were not blessed with this luck. The former co-owner of
the department store group, who had fought for Germany in the First World War,
did not want to give up his homeland and especially his estate, which he had
built up as a farmer with great meticulousness over the years. His hope that his
largely secluded life at Dominium Linde could protect him from repression was
dashed at the latest with the brutal riots of the night of November 9, 1938. During
the pogrom, Hugo Zwillenberg was arrested in his Berlin office, where he wanted
to protect his business documents from the mob. His work rooms were
completely vandalized and looted. On that same day he was taken to the Sachsen-
hausen concentration camp in the north of Berlin. While in prison, he was pres-
sured into selling both his residential property on Berlin’s Hohenzollerndamm
100/101 and his estate in Westhavelland. Only when he agreed to a sale and also
paid a little more than 50,000 RM in so-called smithers money for the damage
that the Nazi henchmen had caused to his business premises, was he released
again on November 26, 1938 after more than two weeks of imprisonment.®
Forced to sell his private real estate, Zwillenberg had to part with the Domi-
nium Linde on January 20, 1939 at a purchase price of 268,000 RM. The rural es-
tate, including the country residence and 1,500 hectares of fields and forests, was
valued at around 640,000 RM in 1933.2% A little more than a month earlier, the
family had already lost possession of their modern home on Hohenzollerndamm
in Berlin. On December 9th, the “Aryanization Contract” was signed directly by
the Reich Treasury in the person of Chief Paymaster Friedrich Gebert. He, in turn,
acted on behalf of the Wehrmacht High Command, which set up a new Site Ad-
ministration II on the property under the direction of General Hoepner.?” The
Zwillenberg House was taken over along with all of its furnishings. Gebert dic-
tated the purchase price for both the property and the furniture. He presented
the family with an inventory list “with approved prices” and pointed out that
there was no scope for negotiations. Gebert’s listing came to a purchase price of
31,077 RM, with the real value of the furniture alone being 93,000 RM, i.e. it was
estimated to be more than three times as much as the purchase price.®® Not all
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the money from the sale was made freely available to the Jewish owners, but
rather was immediately offset against the burden of taxes and compulsory contri-
butions in a blocked account.®

Under constant fear of being forced into camp detention again, Zwillenberg
and his family emigrated to the Netherlands on March 3, 1939. When they arrived
in Rotterdam, he immediately started working as an entrepreneur again. He ac-
quired the majority shareholding of N. V. Eerste Nederlandsche Snaren- en Cat-
gutfabriek, which manufactured and sold internationally natural strings for
string instruments. The contact with the long-established company and its Hak-
kert family, which was also Jewish, probably went back to his passion for classical
music, which he had already pursued in the 1920s as a committed supporter of
the Society of Music Friends of Berlin.”® In the same year, 1939 Zwillenberg was
also appointed Honorary Consul of the Republic of Nicaragua in Rotterdam. This
diplomatic position came with a certain level of protection when the Netherlands
was occupied by German troops in May 1940. Constantly harassed by the Security
Service (SD) and the Reich Commissioner for the Netherlands, the radical anti-
Semite Arthur Seyf3-Inquart, Zwillenberg was able to avoid being arrested again
for almost three years. At the end of October 1943, however, he and his relatives
were arrested and taken to the notorious Kamp Westerbork transit camp, from
where they were to be deported to one of the extermination camps.

The family only escaped this fate through an intervention by the Swiss em-
bassy at the Berlin Foreign Office. Instead, in March 1944, Hugo, Elise and the chil-
dren were transferred to an internment camp for so-called privileged prisoners
in Vittel, France.”® “Vitell too,” Hugo Zwillenberg later reported, “was a German
camp with a German camp commandant, guarded by the German Military with
Gestapo surveillance over the Jewish captives and similar prisoners. The Gestapo
also arranged for their removal from the camp, which was ordered by SS officers.
Before this transport, around 40 people and families had been transported from
the Vitell camp to an extermination camp, a process that led to considerable dis-
tress and suicides among those affected.’”

In May 1944 the Zwillenberg family was finally loaded onto a freight train,
initially with a destination that was unclear to them. How great the relief must
have been when they were finally exchanged for German prisoners of war near
Barcelona.”® Having now been made a citizen of the country of Nicaragua by an
emergency decision of the President, Hugo Zwillenberg found passage for himself
and his family on the Swedish passenger ship Gripsholm, which was supposed to
bring diplomats and wounded soldiers to New York.>*

But this was not the last stop on their difficult escape route. During a stopover
in Algiers, the ship was intercepted by the British Navy and all passengers were
subjected to a check of their origins and political reliability. While Elise Zwillenberg
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Fig. 24: “Boulevard des Miséres” of the Westerbork camp in the Netherlands, around 1943.

and her almost 14-year-old daughter were briefly housed in a hospital, Hugo Zwil-
lenberg and his son were interned for a few days in the POW 203 Fort de ’Eau
prisoner of war camp. When the identity check was finally completed, the family
discovered that their transport ship had already set off for the USA. The Zwillen-
bergs laboriously searched for other travel opportunities, and on June 30, 1944,
they only managed to reach Lyauty near Casablanca, where they lived in emer-
gency accommodations provided by the United Nations until November 15, 1944,
before finally moving to another, now French, camp of the United Nations Relief
and Rehabilitation Administration near Philippeville.

On August 26, 1945, the family returned together to the now liberated Nether-
lands and Hugo Zwillenberg took over the management of the Nicaraguan consul-
ate in Rotterdam.’® The family finally found some peace after years of torture
and various imprisonments and internments. Ultimately, they too had survived
and had managed to escape the Shoah several times at the last minute. However,
the Nazi state had appropriated a large part of their assets in the course of their
escape and emigration.
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Fig. 25: The Swedish diplomatic ship Gripsholm anchors with emigrants in Algiers, May 20, 1944.

Robbed and Expropriated: The Confiscation of Family Property

In addition to the private profiteers from the “Aryanization” of commercial enter-
prises, real estate and land, by 1936 at the latest the Nazi state moved into the
position of enriching itself from the assets of the persecuted. The starting point
for the confiscatory access was formally the abandonment of the domestic resi-
dences of the Jewish emigrants, later of the deportees. The monitoring of the pay-
ment of the Reich flight tax was further tightened. With the entry into force of the
notorious Paragraph 37a of the Foreign Exchange Act, from the end of 1936 on-
wards a security order could not only be imposed on the tax debt incurred, but
the entire assets of suspected emigrants could be transferred to blocked accounts
and withdrawn from the control of the owners. Whereas up to that point, at least
a suspicion - often fabricated by the financial or police authorities — was re-
quired to initiate the harassing tax collection, from the spring of 1938 onwards
the Nazi regime had discarded any restraint it had previously exercised out of
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consideration for possible foreign trade consequences. The state expanded its
confiscatory toolbox with new tax and property control rules, such as the anti-
Jewish compulsory levies and stricter requirements for the transfer of goods and
capital.”® In April 1938, a collective reporting and blocking obligation was issued
for Jewish assets, which were now systematically recorded and prepared for state
access.”” A few weeks later, a decree was issued that officially registered all Jew-
ish businesses and their shareholders. This also included the real estate compa-
nies that remained in the possession of the Tietz family after the department
store “Aryanization”: Mefa, Kénigsberger Grundwert AG and Grundstiicksgesell-
schaft Koenigsallee 71 GmbH as real estate companies.”®

After the November pogrom, the registration step was followed by suppres-
sion and robbery. On the same day, November 12, 1938, the closure of the remain-
ing Jewish commercial, trade and industrial companies was legally decreed and
all Jewish citizens were subject to a special levy totaling collectively one billion
RM. In order to achieve this “contribution sum,” the state demanded 20 percent
of the respective assets of each Jewish taxpayer, initially payable in quarterly
installments starting on December 15, 1938. In the summer of 1939, a further
five percent of the Jewish asset levy (Judenvermdgensabgabe) was collected by
the chief finance presidents of the State Tax Offices, so that a total of 25 percent
of Jewish assets went into the public purse.®® Even if the Jewish asset owners
had ultimately managed to cope with this approximately 50 percent tax and
levy burden, the Nazi regime again seized their property when transferring the
assets. Similar to the Reich flight tax, the state here also instrumentalized for-
eign exchange management to hide special levies. As part of the foreign ex-
change controls, every foreign transaction involving cash or securities was sub-
ject to registration and approval by the Reichsbank. Payments had to be
processed through its subsidiary, Deutsche Golddiskontbank (Dego). For this
purpose, the assets were parked in so-called emigrant blocked accounts at spe-
cially approved foreign exchange banks, from where they could be exchanged
for convertible currencies, so-called free Reichsmarks. For this exchange, Dego
demanded an ever-increasing discount on Jewish assets. While “Aryan emi-
grants” were offered a constant exchange rate of around two blocked marks to
one free RM, the rate for the persecuted fell from 100:30 (1935) to 100:13 (Janu-
ary 1938) to just 100:4 (September 1939).2° In the three-step process of the Reich
flight tax, the Jewish asset levy and transfer deductions, the persecuted Jewish
citizens were financially plundered on a comprehensive basis. If assets were
still held in German blocked accounts, they were ultimately deemed to have
been forfeited to the Reich under the Eleventh Executive Order to the Reich Citi-
zenship Law of November 25, 1941.°" In this rough outline of the instruments of
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confiscation, it becomes clear that the intensity of the confiscatory action was
also closely linked to the time of emigration.

This also applied to the Tietz and Zwillenberg families, who, after losing their
family business, were now directly robbed of large parts of their assets.

Tab. 11: Confiscation of the Tietz family’s private assets, 1936-1942."%2

Assets Reich Jewish asset  Transfer Confiscated property/
1936 flight tax levy loss enemy property
Zwillenberg, Hugo 1,058,500  267,208* 312,250 247,898 unknown

& Elise

Tietz, Georg & Edith 1,384,067 325,180 nottaxedasa unknown 180,000
foreigner

Tietz, Martin & Anni 997,795 249,449 nottaxedasa unknown 200,000
foreigner

Tietz, Betty 1,760,200 440,050 352,041 158,905 370,000

*calculated from information provided

Table 11 shows the asset losses of the four Tietz family branches in the course of
the repressive tax and levy collection by the National Socialist tax authorities. It
reveals the enormous, but unfortunately quite typical, level of state enrichment.
It should be noted that the table only offers an incomplete insight into the actual
confiscation measures, due to the still incomplete sources. Nevertheless, it may at
least help to orient oneself on the types and intensity of confiscation.

The starting point for the tax assessment for all family members was the
wealth tax notices from the summer of 1936. According to these notices, the assets
of the family group totaled just over 5.2 million RM. Betty Tietz recorded the high-
est individual assets of around 1.7 million RM, followed by Georg Tietz, the last
senior partner of Hermann Tietz OHG, who was assessed together with his wife
at 1.38 million RM.'®®

It is striking that all branches of the family were fully subject to the Reich
flight tax. The special tax treatment in the case of emigration promised by the
ministry in 1934 was ignored by the responsible tax authorities barely three years
later. One of the central demands of the Tietz owners was not met and simply
ignored in the increasingly radical climate of discrimination and enrichment.'**
Georg and Martin Tietz were forced to pay the Reich flight tax on a quarter of
their assets immediately after their official emigration on November 5, 1937
and January 1, 1938.'%°
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Betty Tietz and the Zwillenberg couple, who remained in Germany until after
the November pogrom of 1938, had to pay the confiscatory combination of the
Reich flight tax, Jewish net assets levy, and transfer disagio. In the months follow-
ing their emigration, they lost around 50 percent of their assets to the tax authori-
ties. In addition, there were transfer losses when exchanging the remaining as-
sets, which, at least in the case of Betty Tietz, can only be partially reconstructed
today.

The confiscation steps in the case of Hugo Zwillenberg and his wife were
much more closely documented. In February 1939, the family assets were valued
at 1,058,500 RM on the basis of a tax assessment that was now almost three years
old. This sum included cash assets of 707,161 RM, fixed-interest Reichsbahn bonds
worth 350,000 RM and an undeclared gift of 1,339 RM.'%” The first four install-
ments of the Jewish asset levy were demanded in December 1938, and then a fur-
ther quarter of the remaining assets were collected for the Reich flight tax. In-
cluding the fifth installment of the special tax, known in Nazi jargon as the
“atonement levy,” which was later applied, the confiscated value amounted to
around 515,000 RM.'® The contemporary calculation did not include additional
arbitrary demands, which Hugo Zwillenberg had already agreed to under the
pressure of his imprisonment in the autumn of 1938. His assets according to the
assessment status of 1936 had already been noticeably reduced by these demands.
In detail, this involved an emigration tax of a further 20,000 RM and the obliga-
tion to make a so-called Helldorf donation of 65,032 RM.'*° This was a compulsory
tax declared to be voluntary, but was legally completely illegitimate. It was im-
posed on wealthy Jewish citizens in Berlin by the police chief Wolf-Heinrich Hell-
dorf. The city of Berlin had confiscated Hugo Zwillenberg’s passport during his
imprisonment, and the donation served as a trigger to retrieve the documents.
The money was supposed to go into an emergency fund for Jewish welfare recipi-
ents, according to Helldorff’s claim. In fact, the board of the Jewish community
was forced to issue a receipt labeling the donation as an “extraordinary contribu-
tion (emigration tax).”"'® In reality, the police chief paid the money directly to the
Reich Ministry of Economics."™

Added to these losses was the loss incurred when the remaining private as-
sets were transferred from blocked mark accounts to free Reichsmarks. The Zwil-
lenberg family participated in a special procedure with the Netherlands under
the so-called Rheinmetall-Borsig transfer agreement, which was arranged for Jew-
ish emigrants by the N. V. Hollandsche Koopmannshank. In order to obtain per-
mission to take assets to the Netherlands, the German Foreign Exchange Offices
demanded an exchange fee of 80 percent. The Zwillenberg family declared a total
of around 310,000 RM for the foreign exchange transfer, which meant that the
Nazi financial administration alone withheld around 248,000 RM. The 61,975.68
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RM remaining after the transfer deduction was to be transferred to the applicant
in 4,200 British pounds.™ However, after the German occupation of the neighbor-
ing country, this agreed-upon payment never took place. Ultimately, the family
emigrated to the Netherlands with very little cash. In January 1940, Hugo Zwillen-
berg was finally given a tax clearance certificate from the Wilmersdorf-Siid Tax
Office. This confirmed that all existing and future claims of the Reich were cov-
ered by retained funds and secured blocked accounts.

Unfortunately, there is no information about the amount of Zwillenberg’s as-
sets that remained in Germany after 1940. However, it can be assumed that the
rest of his property also fell to the Reich in full in accordance with the Eleventh
Executive Order at the end of 1941. Hugo and Elise Zwillenberg still had German
citizenship in the Netherlands at this time, which now served as leverage for the
Nazi regime. The family was stripped of their citizenship, and their blocked assets
were confiscated. In principle, the “forfeited assets of the Jews,” the law stated,
“should be used to promote all purposes related to the solution of the Jewish
question.”™*

In the cases of Georg and Martin Tietz, it was more difficult for the Nazi state
to enforce its confiscatory intentions directly. Both were already citizens of Liech-
tenstein in the autumn of 1938 and for this reason, as foreigners, they could not
be required to pay the anti-Jewish property tax. The Berlin Finance Office levied
the first four installments of the fine that had been introduced shortly before
against Betty Tietz, who renewed her US citizenship in December 1938. Around
a year later, the legal basis for a notice to pay the fifth installment was lacking, as
the Reich Finance Ministry determined after a thorough examination of an objec-
tion by Konrad Breyer, Betty Tietz’s legal representative in Germany." The ap-
parent legalism of the Nazi tax authorities in dealing with the assets of the now
foreign emigrants only slowed down their fiscal access, while their greed dimin-
ished hardly at all. In the context of the preparation of the Eleventh Executive
Order, a lively exchange developed as early as the summer of 1941 between the
Reich ministries, the Gestapo and the financial administration on how the gaps in
the confiscation laws could be closed and thus the assets of the three branches of
the family, whose accounts were registered and blocked in several foreign and
emigration accounts — including at the Dresdner Bank, Hardy & Co. in Berlin and
the Bankhaus Seiler & Co. in Munich - could be appropriated for the Reich. It is
evident that the police apparatus in particular urged the responsible Berlin Tax
Offices to expropriate the property. The Chief Finance Presidium initially rejected
this request, arguing that it was not possible to denaturalize foreign citizens on
the basis of the Eleventh Executive Order and thus allow their assets to be
forfeited.™® However, the legal alternative already existed for declaring Tietz’s
property as so-called assets hostile to the people and the state. The basis for this
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legal pretext was a law passed in the summer of 1933, which originally focused on
limiting undesirable domestic political activities.""” With the so-called Enemy As-
sets Ordinance of January 1940, the scope of the law had already been extended
shortly after the invasion of Poland to include the properties of warring states,
their citizens or persons classified as enemies of the Reich per se, all of which
could be placed under compulsory administration. From May 1941, a direct
Flhrer decree regulated the responsibilities for the administrative process, in
which, in addition to the office of the newly created Reich Commissioner for the
Treatment of Enemy Assets, the Ministry of Finance, the Ministry of Economics
and the Interior and their sub-organizations were also involved."®

In the specific cases in question, the domestic assets of Betty, Georg and Mar-
tin Tietz were probably confiscated at the same time on June 27, 1942 by individ-
ual orders from the Gestapo headquarters in Berlin."*® For further administration,
the immovable and movable property was from then on under the control of the
Reich Commissioner and trustees appointed by him and by the court, who had to
approve each account movement individually in close cooperation with the For-
eign Exchange Office of the Chief Finance President.'”® It is striking that the con-
fiscated “enemy assets” of the Tietz family were apparently not liquidated to the
advantage of the state by the end of the war. This corresponded to a basic guide-
line of the Nazi government in dealing with cash assets, real estate and company
property owned by foreigners still in Germany. The Foreign Office in particular
intervened strongly against open exploitation, as, based on the experiences from
the First World War, there was a fear that German assets abroad would be expro-
priated just as ruthlessly in response.’! With regard to the property of Jewish em-
igrants, this legalistic logic led the Nazi regime to resort to comprehensive “forced
Aryanization” and fiscal confiscation until the property in question was declared
enemy property in 1942. From that point on, the state continued to manage real
estate, securities, cash, and even patents and copyright claims in trust. Access was
only to be granted after the war had been won, when there was no longer any
need to exercise consideration. In practice, however, these boundaries became
blurred. It was still possible to circumvent or abuse the trusteeship if individuals,
party officials or authorities expressed a particular interest in the sale or squan-
dering of the property of Jewish citizens of so called “enemy countries.”'*

The Tietz family had only residual assets, which were placed under compul-
sory administration in 1942. In a later compensation procedure, Martin Tietz esti-
mated that by 1942 he had private assets of around 200,000 RM left in Germany.'*
Georg Tietz’s assets were roughly the same, at around 180,200 RM, and consisted
of a balance of around 60,200 RM in a blocked account at the Hardy & Co. bank
and around 120,000 RM in a Mefa GmbH escrow account at the Dresdner Bank.'**
The assets of the two Tietz brothers had thus essentially been reduced to their
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Fig. 27: Notice of the confiscation of Martin Tietz’s assets, August 17, 1942.

former company assets, which had, however, been almost completely used up
after various sales of real estate, equipment and warehouses between 1938 and
1942. The company remained in the ownership of the former department store
owners during the Hertie division negotiations in 1934 and was managed by Char-
lotte Kiicher-Eigner on their behalf. After the ban on Jewish businesses, the man-
aging director was replaced in 1939 by the Berlin tax authorities without the con-
sent of the owners by the party-compliant commercial judge Theo Freimuth, who
immediately took the company into liquidation. The liquidator gradually sold off
the inventory and the properties belonging to the business, “without taking into
account the true value. Despite the lack of flawless and acceptable goods at the
time, the large inventory was not even sold at the purchase price, but rather al-
most entirely squandered at less than that.”'* In a compensation procedure in
1963, the Tietz family estimated the loss from the forced sale of Mefa’s equipment
and warehouse at 150,000 DM."?® In fact, when the company was deleted from the
commercial register on December 23, 1941, Freimuth noted that only around
13,300 RM was transferred to the blocked accounts for Georg and Martin Tietz as
the remainder of the share calpital.127 In the list, the official liquidator also re-
corded loan repayments and interest worth around 105,000 RM for Georg Tietz
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and 263,000 RM for Martin Tietz, which had already been distributed. The
amounts in other accounts, including the assets stored in the Dresdner Bank’s
“Dep. K 64” account were confiscated by the OFD’s asset realization office
on July 7, 1942 (Georg Tietz) and August 11, 1942 (Martin Tietz), and the accounts
were later closed.’® Overall, the company was thus liquidated well below its
value, and the two Tietz families had to use the funds released to cover the re-
gime’s flight tax demands.’®® Their property had thus already been largely plun-
dered before it was declared “hostile to the Reich.”

A similar observation can be made for Betty Tietz’s assets, which, according
to a list from 1944, amounted to around 371,000 RM. This involved cash assets of
around 36,000 RM, which were stored in blocked accounts at the Dresdner Bank,
Hardy & Co. and Seiler & Co. Rental income, maintenance costs and property
taxes for four remaining properties in Berlin (Graudenzer Str. 15, Gubener Str. 60
and 61) and Munich (Schiitzenstr. 1a) were also carried in these accounts. Betty
Tietz’s greatest asset, however, was the entire share capital of 300,000 RM of Ko-
nigsherger Grundwert AG."*° At that time, however, this enterprise was also only
a kind of rump company, since significant parts of the extensive private property
holdings had already been “Aryanized” under pressure since 1938 in order to free
up money for paying taxes and compulsory contributions.

As already described, Kénigsbherger Grundwert AG, founded in 1923, also re-
mained with the family in the course of the partition in 1934, more precisely in
the hands of Betty Tietz. For several years, the company initially remained largely
untouched and managed six properties in Kénigsberg."*! In the company register
of the Berlin Chamber of Industry and Commerce, the legal consultant Dr. Kurt
Jacobsohn'* from Kénigsberg and the former Danat bank official Hermann Ra-
chelmann from Berlin were still listed as board members. Both were long-time
confidants of the family, to whom Betty Tietz had entrusted the management of
the real estate company. The supervisory board was chaired by her son Martin
Tietz, now living in Zurich, as well as the lawyers and bankers Walther Bernhard,
Dr. Hans Rosenkotter and Franz Benezet from Berlin, and Dr. Alfred Mosler from
London.”*

The first attempted seizure by the Nazi regime took place in October 1940. It
was the Chamber of Industry and Commerce that classified Konigsberger Grund-
wert AG as “not worth preserving” at the request of the Berlin police chief. The
Chamber recommended that the owner be ordered to sell all of the properties.’**
Accordingly, the Gestapo requested the forced closure and confiscation of all as-
sets, citing the Ordinance on the Use of Jewish Assets. The Reich Ministry of Eco-
nomics intervened against what it called a “forced de-Jewification procedure”
and justified its decision by saying that it had to take into account the American
citizenship of the sole owner.'® After the USA entered the war, the Reich Commis-
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sioner for the Treatment of Enemy Assets finally initiated compulsory trust ad-
ministration in May 1942."%® On his orders, Konrad Breyer, who had been acting
as legal representative and foreign exchange advisor for the emigrated Betty
Tietz since 1938, was appointed as enemy asset administrator.®” He was suc-
ceeded in the autumn of 1943 by the former Senate President Dr. Kurt Nowomiej-
ski from Berlin-Nikolassee, who from then on kept the company’s books, pre-
pared the annual financial statements and handled all foreign exchange matters.
On October 25, 1944, Nowomiejski reported that all six Kénigsherg properties had
been bombed and the building structure destroyed. The value of the buildings
brought into the company, around 210,000 RM, had thus been lost; the annual
rental income of 42,500 RM was likewise lost. With a balance sheet total of
385,000 RM and a remaining property value of around 100,000 DM, which was
burdened with over 20,000 RM annually in taxes and mortgages, he now classi-
fied the company as financially distressed."®® After the end of the Second World
War, the asset manager handed over the property and all company documents to
an Allied trustee. The Konigsherger Grundwert AG was presumably treated as
American foreign assets to the benefit of Betty Tietz."*

In addition to the large property company, Betty Tietz could no longer control
the individual properties in her private possession, let alone benefit from the
rental income to which she was entitled, which was strictly booked to blocked
special accounts."® Documents are only available for the properties on Grau-
denzer Strafie and Markgrafenstrafie in Berlin. When she emigrated, Betty Tietz
placed the residential building at Graudenzer Strafle No. 15 in the hands of the
property manager Auguste Rachelmann, the non-Jewish wife of the chairman of
the board of Grundwert AG. The monthly rental income amounted to around
3,750 RM.*! In contrast, she sold house No. 14 in September 1938 to the master
plumber Wilhelm Bock from Berlin and the businessman Robert Déhler from
Reichenbach in Vogtland. The amount of the purchase price is not known.'*?
Betty Tietz presumably used almost all of the proceeds from the sale of the house
and the rental income that had accumulated in the now-frozen emigrant account
to help finance the compulsory contributions that had to be made. There seems to
be no other explanation for the fact that as of August 31, 1939, there were only
9,600 RM left in the relevant account. Upon application to the Foreign Exchange
Office, Betty Tietz was allowed to transfer 9,000 RM of this to the conversion fund
for German foreign debts in Lucerne. However, this did not mean that the funds
were at her free disposal. The payments to which she was entitled from rent, in-
terest and repayments were simply transferred to interest-bearing Reichsmark
bonds of the German Reich, so-called funding bonds, and were subject to further
high transfer discounts.'*®
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In a particularly perfidious way, the Berlin financial authorities ensured at
the end of 1938 that the emigrant’s assets, which were tied up in the property on
Markgrafenstrafie, were included in the fiscal plunder. The residential and com-
mercial building with a lucrative monthly income was rented out to two families
and the textile trading company Hielscher & Co."** In order to cover the anti-
Jewish taxes and compulsory levies, the persecution authorities pressured Betty
Tietz to sell her property just two days before she was due to leave for Switzer-
land. In order to speed up the process, the German Reich, represented by the
Reich Finance Ministry, acted as an “Aryanizer” itself. On December 13, 1938, the
takeover contract was concluded on the basis of a purchase price of 460,000 RM.
These proceeds went directly into a Dresdner Bank escrow account, from where
357,400 RM were transferred to the Berlin-Zehlendorf Tax Office and a further
11,500 RM to a property management company commissioned by the Reich, Wil-
helm Droste & Co.'** The remaining funds were used in 1939 for the additional
“atonement levy” and the last remainder was finally placed under enemy prop-
erty administration in 1942. These reconstructable cases of the Tietz family alone
show how closely “Aryanization” asset freezes and fiscal plundering went hand
in hand and how public and private beneficiaries enriched themselves equally
from them. Particularly painful for the Tietz family was the loss of their private
homes and personal belongings, which they had to leave behind when they fled
Germany.

The Callous Exploitation of Household Goods and Collections

In the course of his rushed flight from Germany, Hugo Zwillenberg had no choice
but to leave behind many of the art objects in his private house on Hohenzollern-
damm. These included several paintings by Konstantin Cretius, Paul Meyerheim
and Eduard Hildebrandt, among others, as well as a bronze animal sculpture by
the well-known sculptor August Gaul, which alone was valued at 14,000 gold
marks.'*® These art treasures were placed in the care of the Army High Command
on the basis of a commission confirmation that was not worth the paper it was
written on.

Some paintings were presumably distributed to various army officers’ messes
between 1939 and 1941, where they were later destroyed in air raids or had previ-
ously passed into unknown hands. After the Zwillenberg couple’s assets were de-
clared forfeited to the state on the basis of the Eleventh Executive Order, the Army
High Command filed a claim with the Reich Finance Minister to four paintings and
Gaul’s elephant sculpture from the estate. “To simplify” the process, the claimant
wrote under the heading “Transfer of former Jewish property” in January 1943,
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“the Army High Command requests that the aforementioned paintings and the
bronze cast [. . .] be transferred free of charge.”147 The Asset Management Office of
the Chief Finance President of Berlin-Brandenburg then began examining the appli-
cation. It commissioned the art appraiser Ludwig Schmidt-Bangel, whom it often
consulted, to evaluate the objects and brought in the special representative for the
construction of a Fiihrer Museum in Linz, Hermann Voss. The latter classified the
art objects as particularly valuable and thus took over the sale of the Zwillenberg
collection under Fithrer reservation.'*® However, the trail of the works of art goes
missing here. All that is known is that Gaul’s bronze sculpture was taken to a mon-
astery near Hohenfurth in Austria. It was apparently intended to be part of the
Fithrer Museum, which was largely made up of looted art objects, but which was
never realized."*

A similar fate ultimately befell the goods to be moved and the art collections
of Martin and Georg Tietz. After their property was declared “hostile to the
Reich” in the late summer of 1942, the Berlin tax authority’s asset realization of-
fice set about selling the objects at auctions and direct sales, but not without first
securing the state and its cultural institutions’ access to particularly valuable
pieces. Historical provenance research has already described this pillage of the
Tietz collections, in which a large number of public institutions and private bene-
ficiaries were involved, with many details for individual objects, so that the com-
plex processes will only be roughly outlined here."”® In May 1940, Charlotte
Kiuicher-Eigner commissioned Schmidt-Bangel, who also worked for the tax au-
thorities, to re-record and evaluate the goods to be moved on behalf of the Tietz
brothers. His report was intended to replace the rough inventory of the moving
company and provide the basis for an application by the owners to be allowed to
transfer the objects abroad, which never happened. The expert listed a total of 94
art objects from Georg Tietz’s collection. He estimated the total value at 105,680
RM.™ In addition to a few ornate carpets, the majority of the items were oil paint-
ings, but above all an extensive portfolio with hundreds of etchings, graphics and
designs by the prominent Berlin engraver Daniel Nikolaus Chodowiecki (1721-
1801), as well as twelve early drawings by Vincent van Gogh (1853-1890) and
works by Max Liebermann (1847-1935)."% The high quality of the pieces aroused
rapacity. Schmidt-Bangel urged that at least six of the paintings be classified as
national cultural assets and that German museums or collectors should be able to
acquire them."® At the same time, the director of the Berlin Print Cabinet, Frie-
drich Winkler, had been urging the immediate acquisition of the Chodowiecki
works since 1941, in order to free them from the poor storage conditions at the
shipping company. In fact, the six prints were finally sold in early 1943 to an exhi-
bition house at the list price.”*
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This sale was in a way the start of a veritable race to sell the items. The re-
gional finance office sold the pieces to the highest bidders, interested art collec-
tors and antique dealers who came from all over Germany and even from the
then “Axis power” Italy. In most cases, the list prices set in 1940 were significantly
exceeded in such individual sales of paintings and arts and crafts objects. The
same applied to collective auctions in which the property of both Georg and Mar-
tin Tietz was offered. The latter had had an almost equally extensive collection of
paintings, fine tableware, porcelain and arts and crafts from his parents’ villa in
the shipping company’s depot, which was now being liquidated. In the process of
selling the items, a clear distinction between the collections was increasingly lost,
so that the brothers’ property was often sold off without any further classifica-
tion. In addition, the art and antique dealers ensured that Jewish property was
distributed further and its origins were often concealed beyond recognition.”

As early as 1942, the realization office of the Regional Finance Directorate
also worked directly with auction houses. For example, the authority transferred
19 paintings to the Berlin auction house Hans W. Lange, which itself had emerged
from the “Aryanization” of Paul Graupe’s long-established business. The auctions
proved to be very profitable for both sides, as the works of Dutch masters owned
by Tietz often fetched prices twice or several times higher than the original esti-
mate. In the opening bids, the auction house had already added more than 50 per-
cent to the original value of the picture collection, which had been estimated at
around 25,500 RM.'5¢

Just like the art collections, Georg Tietz’s extensive book collection was also
systematically disposed of. In the autumn of 1943, the Regional Finance Office
commissioned the sworn expert Max Niederlechner to evaluate the library. The
expert reported shortly afterwards that he had seen one of the most beautiful col-
lections he had ever had the privilege of examining, and particularly highlighted
the density of rare editions of novels, writings on economics, almanacs and vari-
ous historical works from the 18th and 19th centuries. He estimated the value at
around 20,000 RM and recommended that the book collection be transferred to
the Reich Exchange Office (Reichstauschstelle), i.e. to the procurement office of
German libraries. Individual valuable pieces were subsequently sold to collectors
or auctioned off at the Munich art antiquarian bookshop Karl and Faber; the ma-
jority of the library, however, remained in a depot at the Reich Exchange Office
in Bautzen and was incorporated into the local city library after 1945."

Overall, it should be noted that after the forced surrender of their company,
the Tietz family gradually lost the vast majority of their private assets through
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the “Aryanization” of their real estate and, in the last of the interlocking stages,
through state confiscation. The example of the moving goods in particular illus-
trates once again how much not only the Nazi regime, but also a large number of
silent partners and open profiteers in the German population profited from this
robbery, for which all attempts at so-called Wiedergutmachung could in no way
compensate. Only the fact that no member of the closest circle of the business
family fell victim to the Shoah may have outweighed the material losses and seri-
ous emotional effects of the persecution.



5 Rebuilding and Safeguarding. The Hertie
Waren- und Kaufhaus GmbH in the Post-war
Period 1945 to 1974

Loss and New Beginnings

After the end of the Second World War, Georg Karg and Hertie GmbH began a rocky
reconstruction process. Most of the company’s department stores and warehouses
had suffered major damage in the bombardment phase of war due to their promi-
nent location in city centers. The Berlin flagship stores were largely destroyed. In No-
vember 1943, an Allied fighter plane crashed into the famous atrium of the KaDeWe
and set the entire building on fire. The magnificent buildings with their monumental
facades, built around 1900 on Leipziger Strafe and on Alexanderplatz, lay in ruins.
This meant that an important part of the legacy of the builder and founder Hermann
Tietz, literally carved in stone, had disappeared from the Berlin cityscape.'
Unfortunately, the surviving sources tell very little about these first post-war
years. Georg Karg apparently began selling merchandise in the autumn of 1945 in
hastily restored sales areas in Berlin. The same was true for the Union branch in
Stuttgart, which was already reporting small sales for the third quarter of 1945. The
rare reports from the Allied property offices, which supervised and partially man-
aged the Hertie business in a fiduciary capacity, are only available for this branch.*
Like all companies, the department store group was subject to the control laws of
the Allied and Soviet occupation administrations after the end of the war in order
to identify the entanglements between the German economy and the Nazi regime
during the war with its plundering financial system.> The management of the Her-
tie companies remained for around four years under the supervision of trustees
appointed by the property control authorities. Only after the Tietz family’s restitu-
tion claims had been settled by means of an agreement in October 1949 was Hertie
released, at least in the western zones, from the so-called property control.*
However, these measures did not mean that sales stopped. When the guns
fell silent, retail stores and department stores in the western zones and sectors
were given permission to reopen their doors in order to ensure supplies for the
suffering population. Hertie branches therefore began to sell food, clothing and
shoes in particular to customers with ration coupons. Karg was able to draw on
his contacts with suppliers and his own stocks to procure these goods. Every
evening, goods were delivered to Berlin in the company’s own trucks from the
often-distant production and storage facilities. In 1945, Karg commissioned his
son Hans Georg to get the Hertie department store in Munich up and running
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Fig. 29: The war-torn Hertie department store on Berlin Alexanderplatz, around 1945.

again. The group’s second largest branch in terms of floor space had served as
soldiers’ quarters during the war. Here, too, sales began before the turn of
the year under provisional conditions. The department stores developed into cen-
tral distribution points for essential needs goods, especially since the retail trade
was recovering very slowly and there was a lack of skilled tailors, hat makers,
etc.’ In Stuttgart alone, the branch in the city center achieved a turnover of
1.4 million RM in the second half of 1945. In 1946, goods worth around 7.2 million
RM were sold over the whole year. This was a sure indication of the high demand
and the slow but steady resumption of the consumption of essential goods.®

The biggest burden on the new beginning of business was the massive loss of
company substance due to the division of Germany. A look at the organizational
chart of Hertie Waren- und Kaufhaus GmbH makes it clear that the group had
previously concentrated its activities in Berlin and eastern Germany. In the au-
tumn of 1945, the group structure was divided into a total of eleven operating
companies under the umbrella of the Hertie GmbH central administration in Ber-
lin. Seven of these were regional companies of Union Vereinigte Kaufstatten
GmbH, whose department stores in turn were subordinate to a Union head office
as a direct subsidiary of Hertie GmbH. In addition, there were two purchasing
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centers in Chemnitz and Plauen, the Saxon and Vogtland Textilgesellschaft, with
particular proximity to suppliers in this central production area (Fig. 30).
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Fig. 30: Organizational structure of the Hertie Group, November 1945.
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In comparison to the pre-war organization of the Hertie Group, a crucial innova-
tion can be discovered in this organizational chart: The Union Vereinigte Kauf-
statten GmbH in Berlin had previously functioned simply as a so-called name
company in order to allow the branches to operate under the established brand
label. On January 1, 1945, however, Georg Karg had arranged for the Union de-
partment stores to become independent. The regional companies were then con-
sidered independent companies with their own management and accounting
under the Hertie umbrella. This was a targeted defensive measure to protect the
stores from complete access in view of the foreseeable end of the war, in the
worst case, by the Soviet troops in Berlin.’

On this organizational basis, Hertie GmbH operated four department stores
in the Allied western zones: the Alsterhaus in Hamburg, the Hertie department
store in Munich and two Union stores in Karlsruhe and Stuttgart. In the Soviet
occupation zone (SBZ), department stores existed in Gera, Magdeburg, Weimar
and Plauen, among others. The clear regional focus of the group, however, was
the total of eleven department stores in Berlin. The vast majority of these were
now also in the eastern sector, including the large commercial buildings on Alex-
anderplatz and Leipziger Strafle. The same applied to the main administration in
KrausenstraRe.®

In October 1945, the Hertie subsidiaries in the East were sequestered by
Order 124 of the Soviet Military Administration (SMAD). The occupation authori-
ties justified this step by stating that the Hertie Group was owned 25 percent by
“the war criminal von Papen” and had financed the NSDAP’s election campaign
in 1932 with seven million RM. It was also argued that there was a financial con-
nection to the warmongering Astrad Group in the Rhineland. These accusations
turned out to be completely fabricated, especially since no company with the
name Astrad could be identified in West Germany.’ In the spring of 1946, the offi-
cial confiscation of Hertie’s assets in East Berlin was initially lifted, out of consid-
eration for the supply shortage. However, the Economic Office made it clear that
the flawed justification for expropriation could be “canceled due to Aryanization”
at any time."

This transitional phase ended in 1948/49 with expropriation without compen-
sation. All of Hertie’s assets were transferred to state-owned resources, with the
seizure not only of the shares but also of the real estate. The management of the
property in the Soviet occupation zone and East Berlin was, as is traditional in
the department store business, separated from the department store operating
companies. They were in the hands of a total of four subsidiaries: Brandenburgi-
sche Grundwert AG, Handelsstatte Gera AG, Magdeburgische Grundwert AG and
Deutsche Boden und Kaufhaus Verwaltungsgesellschaft mbH, all based in Berlin.
According to a later statement by the group in the context of the Equalization of
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Burdens Act (Lastenausgleichsgesetz), the loss from expropriation alone
amounted to an estimated value of the land totaling 22.3 million RM. In addition,
there were also lost inventory values of around 10.1 million RM." The loss hit the
company hard. The hope of being able to regain possession of the Eastern compa-
nies at some point played a strong role in Georg Karg’s future considerations, es-
pecially at the end of the 1940s and the beginning of the 1950s. At times, he even
planned to rebuild the Alexanderplatz building in order to have a head start
when the situation returned to normal. Meanwhile, in the immediate post-war
years, he even worked with the Soviet occupying forces, sometimes profitably.
Plans for the construction of two Russian department stores in Karlshorst were
apparently in the drawer.” With the division of Germany and the deepening of
the political divide during the Cold War, however, this confidence increasingly
faded, without completely disappearing from his future plans.

In practice, however, the Hertie boss had to face the reality that he had to
start the reconstruction of the group with a clear competitive disadvantage. The
major competitors Karstadt, Kaufhof and Horten had already occupied the prime
locations in central city centers in most West German cities. Hertie was only cen-
trally represented in Hamburg and with its three branches in southern Germany,
although the latter were still subject to the retention of title for the pending resti-
tution claims of the Hermann Tietz family. Karg addressed this dilemma by — as
will be shown - quickly pushing for a solution to the restitution issue and at the
same time, putting the company on a course of strong expansion.

As early as 1948, Georg Karg moved to Hamburg and relocated the head office
of Hertie GmbH to the Alsterhaus in order to coordinate the urgently needed ex-
pansion of the sales areas in West Germany. Barely a year later, Hertie began to
take over smaller competitors. It acquired the “Kaufstitten fiir Alle” (KfA)" in
Stuttgart, which had only opened in 1945, from the young founders. With the
“Volkswarenhaus”'* in Wieshaden and the “Warenhaus Joh. Biebler”” in Ham-
burg-Bergedorf, two established department stores were added, which were lo-
cated in the suburbs or outskirts. The most important factor here was the land on
which modern Hertie representative offices were to be built in the following
years. In addition to so-called 1b locations, the new openings of Hertie or Union
stores were concentrated in medium-sized towns and medium-sized cities in
order to avoid direct competition with the big players in the industry.'® The first
new Hertie building after the war opened in 1951 in Neumiinster, a city with an
original population of around 40,000, to which almost twice as many displaced
persons had now been added. Karg specifically recognized consumer potential in
this situation.”” In 1951 and 1952 alone, further takeovers and new openings took
place in Braunschweig, Wuppertal-Elberfeld, Bamberg and Landshut, as well as
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the “Ringkaufhaus” in Bamberg and Goppingen. Locations in Hameln, Detmold
and Salzgitter followed shortly afterwards.’®

Integration of Hansa AG and AWAG-Wertheim Holding:
A Digression

Hertie’s two most important expansion steps finally took place in 1952 with the
takeover of Frankfurt’s Hansa AG and the Berlin-based Wertheim Group. Both
were formerly Jewish companies in whose “Aryanization” Georg Karg and Hertie
were not involved. In the course of restructuring, not least in the context of the
restitution proceedings, the opportunity arose at the beginning of the 1950s to
bring both traditional department store companies under the umbrella of the
Hertie Group.

Hansa AG was founded by Hermann Wronker (1867-1942), a nephew of the
brothers Oscar and Leonard Tietz. In 1887 he opened textile department stores
under the name S. Wronker & Co. initially in Mannheim, and a little later also in
Pforzheim, Nuremberg and Hanau. However, the department store that opened
in 1891 on the Zeil in Frankfurt am Main became the largest branch and soon also
the headquarters. While the Frankfurt properties were owned by the non-Jewish
Winterhelt family of entrepreneurs from the Odenwald, the Wronker operating
company was converted into a stock corporation in 1921 and experienced rapid
growth for several years."? By 1929, the company was already in an existential cri-
sis and, as a result, sold off the smaller branches. A makeshift restructuring was
only possible with massive support from the Dresdner Bank, the company’s long-
standing main bank. After the Nazis came to power, Hermann and his son Max
(1892-1966) were easily forced out of the company due to the high debt burden;
they left in November 1933. With a company capital of 978,000 RM, almost
800,000 RM were owned by the Dresdner Bank or were mortgaged to it. The re-
maining shares were widely held or deposited as loan collateral. The bank took
over all the shares and renamed the department store Hansa AG.”® The depart-
ment store was now run solely by the non-Jewish director Walter Sack. He had
been a member of the company’s board of directors since 1931, alongside Max
Wronker. Trabart Reichsfreiherr von und zu der Tann-Rathsamhausen served as
deputy supervisory board member of Hansa AG in the following years. This con-
nection meant that there was at least a loose contact with Hertie. In 1943, the de-
partment store in Frankfurt’s Zeil had to be closed due to persistent indebtedness.
The business was concentrated entirely in the Hanau and Mannheim branches,
with moderate success.”!
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In 1949, the Wronker family tried in vain to have the company’s shares resti-
tuted. Due to the high level of debt, the company was already considered to be no
longer in their possession before 1933. Instead, the Rhein-Main-Bank, one of the
successor institutions to the Dresdner Bank, began looking for a buyer for its ma-
jority stake in the department store chain in 1952. According to an internal memo,
Hertie’s competitors were also interested in Hansa AG. Karg then privately sought
a conversation with bank director Hugo Zinsser, put an appropriate wad of
money on the table and quickly reached an agreement. In the same year, Hertie
thus acquired 91 percent of the shares in Hansa AG with its valuable branches on
Frankfurt’s Zeil, in Hanau and Mannheim.?

The historical background of the Wertheim Group was a particularly spectac-
ular and complex “Aryanization” in which Georg Karg was initially only an inter-
ested spectator in the 1930s. The Wertheim case has already been dealt with in
detail in the existing research literature. Since hardly any sources and findings
on the processes of “Aryanization” and Wiedergutmachung have been added in
the course of our research, this case will only be outlined briefly in this excursus.
Even bhefore 1932, Wertheim AG for trading interests had the structure of a hold-
ing company, in which the real estate of the eight department stores, most of
which were based in Berlin, and the company shares were incorporated. The
share capital of twelve million RM was divided 95 percent between the three
brothers Georg, Wilhelm and Franz Wertheim, who had also played a key role in
the rise of their parents’ company, which had been founded in 1852. Like all other
department stores, the Wertheims were confronted with the boycott measures of
the Nazi regime after 1933, but in contrast to Hermann Tietz or S. Wronker, they
were considered to be largely economically stable. The Wertheim brothers turned
in confidence to Deutsche Bank und Disconto-Gesellschaft as their main bank, as
they knew about the banks’ good party contacts, particularly of the board mem-
ber Emil Georg von Stauss. The aim was to develop a strategy to protect them-
selves from the Nazi smear campaigns by downplaying the presence of the Jewish
owners. From 1934 onwards, the path was taken to transfer more and more com-
pany shares into the hands of non-Jewish family members. More and more shares
went to Georg Wertheim’s wife Ursula in particular. They were managed by a
trust commission chaired by the Deutsche Bank director, who soon also person-
ally took over a ten percent share package. The entire restructuring process was
already being overseen at this point by Arthur Lindgens, head of Wertheim’s
legal department. At the beginning of 1937, the family was completely pushed out
of the company, which was now renamed “Allgemeine Warenhausgesellschaft AG
fir Handelsbeteiligungen” with the abbreviation AWAG, based on the old name
of A. Wertheim AG. In 1939 under perfidious promises, Georg Wertheim was fi-
nally forced to divorce his wife, who by then held the majority of shares. This
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severed the last ties between the company and the founding family. Arthur Lindg-
ens became chairman of the AWAG trustee board and ultimately successfully
sought the hand of the ex-wife of his former senior boss. The marriage took place
in 1941. Ownership of the holding company had thus shifted completely into the
hands of the former “advisors.”*

Lindgens played an equally dubious role in the restitution proceedings from
1950 onwards. Giinther, Franz and Klaus Wertheim, some of the heirs of the next
generation, submitted restitution claims on time. Now a Swedish citizen, Lindgens
began to negotiate with the individual branches of the family, Jewish and non-
Jewish shareholders in the USA and Great Britain, and also with the heirs of
Stauss about the fate of their shares in AWAG. He managed to buy these shares
and claims from them - underlining the difficult situation in Germany and the
confiscation of further parts of the Wertheim assets by the SMAD in 1949. In No-
vember 1951, during the ongoing restitution proceedings, he finally reached a set-
tlement in which the applicants were satisfied with a payment of 40,000 DM or
9,000 US dollars. At this point, Lindgens had already conducted negotiations with
Georg Karg in the background about taking over the former Wertheim holding
and had established the conditions in a preliminary agreement. In the end, the
majority shares of Ursula and Arthur Lindgens, the shares transferred to them by
Ursula Froeb (she was one of Georg Wertheim’s children, along with Albrecht
Wertheim), the estate of Emil Georg von Stauss and the shares of other smaller
owners became the property of Karg and Hertie GmbH. The only information
available about the agreed upon purchase price is that of Olaf Ossmann, Klaus
Wertheim’s legal advisor in the 1990s. As the takeover contract, which was appar-
ently handwritten, is not available as a historical source, the agreements cannot
be verified at this point. We can only assume that Georg Karg paid 100,000 DM
for the shares deposited over 20 years. In addition, there were annual dividend
obligations of 24,000 to 60,000 DM and later pension payments to Ursula Lindgens
and her children of 48,000 and 18,900 DM respectively. At the same time, Karg
promised to employ the descendants of the Lindgens and Froeb families in suit-
able positions at Hertie. Joachim Lindgens, Arthur’s son from his first marriage,
ultimately headed up, among other activities, the Hertie department stores in Ber-
lin until 1984.**

The board of the holding company, which was now operating again under
the name “Wertheim AG fiir Handelsbeteiligungen” introduced in 1922, was made
up of the Hertie representative Hans Heilemann and Elisabeth Zirpel from the
Wertheim subsidiary Globus Bank AG. In addition to Arthur Lindgens, the super-
visory board included Douglas Froeb from New York and Albrecht Wertheim, as
well as Hans-Georg Karg and his brother-in-law Count Norman. Hertie managing
director Guido Schell was deputy head of the board.”
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It should be noted that the former Wertheim Group, as a result of a similarly
east-oriented expansion of its business activities as Hertie GmbH, lost the major-
ity of its department stores in the course of expropriation by the SMAD. The so-
called eastern assets were therefore unusable for an indefinite period. Neverthe-
less, in negotiations with members of the Lindgens and Wertheim-Froeb families,
Hertie was assured that their potential claims would be transferred to the new
owner. This at least gave them the option of later restitution. But there were also
other important reasons for Georg Karg’s interest in the property of the former
competitor. AWAG still owned some very valuable properties in West Berlin,
which - like the rights to the still resounding name Wertheim — were useful for
Hertie’s new start. In the “economic miracle years,” new Wertheim department
stores owned by Hertie opened in Berlin-Steglitz, Bochum, Essen and Kaiserslau-
tern, among other sites.?

Growth and First Signs of Crisis

In the course of the takeovers, the Hertie Group consolidated itself and continu-
ously expanded its competitive position. The rapid expansion of the sales areas
was motivated by Georg Karg’s plan, pursued with great personal ambition, to
bring Hertie back into the ranks of the big three German department store
groups, Karstadt, Kaufhof and Horten, as quickly as possible. In the new depart-
ment store boom of the 1950s, the company was to be positioned at the forefront
of the department store movement again, where it had already had its standing
in the “Golden Twenties” as Hermann Tietz.?” The impetus for the expansion of-
fensive, in which Hertie opened almost twice as many branches as its competitors
every year until the mid-1950s, did not come solely from external acquisitions.
Hertie also grew from within. After the basic needs of the population had been
met, the department store group focused on continuously expanding its product
range. In the central area of clothing and home textiles, high-quality and luxury
goods were now offered alongside highly practical off-the-shelf products made
with better materials. Small and large household appliances, electronics and
lamps, sporting goods, jewelry and accessories rounded out the selection with a
high level of depth and breadth. In this way, department stores followed the
trend of mass consumption, becoming more differentiated and moving into
higher quality and price segments.”®

In order to round off the product portfolio in the lower price segments along-
side the large full-range stores, Hertie founded its own low-price chain in 1952
under the name “bilka” — an acronym of the terms “billig” [cheap] and “Kauf-
haus” [large store]. The compact branches usually had only one sales floor and
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were specifically designed for suburbs, and small and medium-sized towns in
order to win over customers directly on site and at the grassroots level. With this
concept, the Hertie subsidiary Kaufhaus bilka GmbH, managed by Hans-Georg
Karg, soon found itself competing for the best locations with similar low-cost de-
partment store chains such as Kaufhalle (Kaufhof), Kepa (Karstadt), DeFaKa —
Deutsches Familienkaufhaus (Horten) and Woolworth. Hertie also relied on quick
action in this market area. Since the opening of the first branch in Berlin in 1952,
the group built a further eight bilka branches within three years.*

Fig. 31: Festival atmosphere at the opening of a Hertie branch in Dortmund, June 22, 1955.

Having started in the west with four department stores, by the end of the 1950s
the company had 34 Hertie department stores and 14 bilka branches. According
to a contemporary estimate, the workforce was over 20,000 employees. Annual
sales increases of over ten percent were the norm well into the next decade.*
The group’s growth was thus significantly above the average for the entire retail
sector, which received a significant boost after the market was freed from all
state management measures and under moderate competition and price control
regulations, growing by an average of around eight percent annually.®! In gen-
eral, the four leading department store companies, now again the most promi-
nent ones nation-wide, profited particularly intensively from the waves of con-
sumption in the 1950s and early 1960s. Their production and sales concept was
simply best adapted to the universal flood of demand in the first years of prosper-
ity and the flow of consumers into the newly rebuilt inner cities. Between 1950
and 1959, the market share of the large corporations in the entire retail market
rose from 3.3 to 7.7 percent.* In this second boom period for department stores,
the share was even higher than the values of the interwar period, when the cor-



160 —— 5 Rebuilding and Safeguarding

porations traditionally had four to five percent of the market share. In some prod-
uct groups — such as women’s fashion, fabrics and home textiles — up to a third of
all goods sold came from department stores.*

Hertie senior boss Georg Karg and his son Hans-Georg, together with man-
aging director Dr. Guido Schell, steadfastly stuck to their expansion course. In
1956, Hertie’s head office moved from the Alsterhaus in Hamburg back to Berlin,
and there were always considerations of making further changes. With the con-
struction of the Berlin Wall in 1961, at the latest, the old concerns about being
too close and spatially restricted in Berlin to the heart of the political conflicts
that had now escalated into the Cold War seem to have resurfaced. Hertie
moved its headquarters again. This time to Frankfurt am Main in the Zeil street,
later to a new building in the Niederrad district, in order to take advantage of
better transport links.>* With the founding of Hertie Italiana S. r. L. in Milan and
the acquisition of the majority shares in the two Viennese department store
companies, A. Gerngross AG and A. Hermansky AG, the first steps into neighbor-
ing countries were taken in 1957. Above all, the branches scattered throughout
Germany, which Georg Karg regularly visited by car or private plane, were now
easier to reach from southern Hesse.’> And here too, the expansion of the
branch network continued. Shortly before Karg’s death in 1972, the hundredth
department store of the group of Hertie and bilka opened. The entire company,
with a sales area of 760,000 square meters and up to 60,000 employees, re-
corded an estimated annual turnover of around five billion DM.*®

Against this background, the investment sums that the group has raised since
its new beginning in 1944 just for the construction and expansion of its depart-
ment stores must have been enormous. When it came to financing this mammoth
task, Hertie, as a family business, had a structural advantage. Unlike its competi-
tors, who were run as corporations, the group was not under pressure to pay out
annual dividends. As far as can be seen, the family reinvested the annual profits
almost exclusively in the interests of their company, so that the expenses could
be financed largely from their own resources.*’

More precise data that would allow a closer look at the balance sheets and
financing patterns of the Hertie Group between 1949 and 1974 are lacking. Even
the major banks seem to have lost track of the complex company structures by
the 1950s at the latest. In 1958, the economic department of the Dresdner Bank
made an exemplary effort to create a company profile in order to unravel the
internal connections within the group. After extensive efforts to gather more de-
tailed information, their verdict was: “German law makes it possible to conceal
financial results and financial transactions in the best possible way. The Karg
family makes extensive use of this.” It continued: “The management of HERTIE is
extremely hostile to publicity. It admits that quite openly.” The statement referred
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Fig. 32: bilka department store in Berlin, around 1956.

to several requests for basic corporate data, to which the company responded in
a friendly but firm manner, pointing out that it was a family business “in which
there is hardly any public interest.”*®

This attitude of Hertie’s management was and is by no means unusual.
Rather, it is generally applicable to the type of family business that relies on the
greatest possible entrepreneurial independence in ownership and management,
as well as on privacy in business and on the personal ties of the management.
Georg Karg fit the traditional image of a patriarch, which was a widespread cor-
porate model, especially in post-war Germany.* In the many descriptions of his
person and his management style, he was depicted as an entrepreneurial person-
ality of the “old school,” either as a person of respect or as a tireless patriarch
who subordinated his entire private life completely to the business. He was the
sole decision-maker and shied away from public appearances. Every morning, he
received the sales figures from the branches and responded promptly by calling
the responsible branch manager if the data did not meet his expectations.*

These often idealized and extremely subjective assessments certainly only
give a rough picture of Georg Karg as a person, who left behind hardly any per-
sonal documents that allow historians to take a closer look behind the curtain.
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Nevertheless, there is evidence that at least supports the style of his management.
The corporate headquarters was entirely tailored to the company director in a
hierarchical top-down model. There were only a few functional departments, for
example for finance, legal and real estate matters. There were no central depart-
ments for marketing, market research or public relations, which meant that
hardly any information was collected on consumer trends and buyer behavior
until the 1970s.*! The main focus was on the purchasing department, which was
directed by Hans-Georg Karg from the 1950s onwards on the basis of specialized
subsidiaries. When the head office moved to Frankfurt am Main, he also became
managing director of the Hertie Group.* Recommendations for sales and adver-
tising in the individual branches were also made from this office. The company
was thus managed largely from the perspective of goods procurement, which was
clearly tailored to the senior boss’s professional socialization experiences. The in-
formation from the branches converged in Georg Karg’s office itself. This is
where the strategic and operational decisions were made, with the patriarch con-
stantly ignoring the poorly defined areas of responsibility of the departments and
dealing with many detailed questions himself. For example, until Georg Karg’s
death, the group manager himself insisted on designing the layout of the sales
areas and the way the goods were presented in the newly opened department
stores.” This meant that his personal style was immediately recognizable when
visiting a Hertie department store. This created a certain recognition value and
unconsciously shaped the company’s image. At the same time, however, the inte-
rior design style, which was strongly based on the company owner’s individual
ideas, also entailed the long-term risk of not being flexible enough to adapt to the
changing preferences of consumers. By the mid-1960s if not sooner, the depart-
ment stores, which were equipped with high-quality fine wood parquet and large,
dark service counters, were considered conservative. Their appearance was remi-
niscent of the classic consumer temples of the 1930s, and they rarely used modern
sales instruments such as displays or shop-in-shop areas, and then only very late
in the game. Instead, for a long time they still had expansive fabric departments
for sewing at home on the best ground floor areas, just like in the early years of
the former textile buyer.** In the early 1970s, the business journalist Hans Otto
Eglau judged that Georg Karg ran the billion-dollar company “like a medium-
sized family business” with his own “specific style that the old department store
king had stamped on his trading empire.”*

This fixation on the person of the patriarch, who had been so successful dur-
ing the reconstruction years, was to reveal itself to be part of the problems that
affected the company in the 1970s. Under the changed overall economic condi-
tions of the stagflation crisis in 1972, the group’s sustained growth broke off for
the first time. With the population’s reluctance to spend in the context of the oil
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price shock in 1974/75, sales fell for the first time. Around a third of the branches
were now in the red. For the first time in its post-war history, Hertie reported a
negative operating result, but this was offset, at least for a certain period, by the
profits brought forward from the profitable previous years.*®

The reasons for this first shadow on the success story of the department store
group in the Federal Republic were manifold. One of the main sources was gover-
nance problems, which became clearly apparent after the death of Georg Karg.
The complexity of the group’s structure required a long overdue restructuring of
the organization, which would delegate responsibility for individual areas of busi-
ness more equably to specialized departments. Hans-Georg Karg also recognized
the strengthening of a consumer-oriented corporate culture through the integra-
tion of targeted marketing management as an important task. It replaced his fa-
ther’s one-sided focus on offerings and sales, which — very similar to the fate of
competitors Neckermann and Karstadt — had led to a neglect of cost control.*’

The need for internal modernization intensified due to a profound structural
change in the retail sector, which fundamentally challenged department stores.*®
The large corporations and “top dogs” in the inner cities faced new competition
on several levels. On the one hand, from around the mid-1960s onwards, large
chain stores emerged, revolutionizing the specialist trade, which had traditionally
been run by individual companies. First of all, new competitors appeared on the
scene with textile department stores from companies such as Peek & Cloppenburg
and C&A, which now positioned themselves in the city centers.** From the 1970s
onwards, specialist retailers copied this model in other product areas. Distinct
specialist stores such as Saturn-Hansa, Photo Porst, Juwelier Wempe, Christ and
Douglas emerged, for electronics, perfume and jewelry, among others. In addition
to the specialist stores, which often expanded according to the US franchise
model, retailers also increasingly joined together to form purchasing groups and
sales rings such as Intersport, Vedes or Expert. The department stores lost their
comparative cost advantages compared to these specialist stores and chain stores,
which now also had strong capital backing and operated in a coordinated man-
ner. On the other hand, there were the supermarkets and in particular the new
self-service department stores (Real, Allkauf, Massa or Globus) on suburban sites,
which offered a full range of products, including food and non-food items, over
large sales areas. The department stores lost market share, initially slowly, then
noticeably, to these new forms of operation, which were easier for motorized con-
sumers to reach, especially in the outskirts of cities.*® The challenges for the Her-
tie Group were exacerbated because the company had never been able to fully
compensate for its locational disadvantages despite massive expansion efforts.
This poor starting position now had a major impact again in the challenges posed
by the new competitors. As with all department store groups, Hertie also reacted
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with cost savings and a significant streamlining of the product range, while enter-
ing into a tough price war with the competition, using more and more special
offers. Under these changed circumstances, Georg Karg’s successors had to lead
the group through rough waters in which it had to assert itself not only against
the classic competition with the other department store groups, but also against
new competitors in an increasingly saturated and increasingly differentiated
market. The company consistently retained its family-oriented character as the
“silent giant”>? of the industry. When the Karg family finally withdrew from the
group in 1993 with the sale to Karstadt, the Hertie name was retained outside of
the department store trade. Georg Karg, a figure who shaped the company’s for-
tunes for over four decades, had already ensured this in 1953 by establishing a
foundation that initially served as a platform for the family to manage the com-
pany and protect it against outside interference. Under this cover, significant re-
structuring of the assets and shareholdings of the subsidiaries were carried out,
giving the foundation the character of a family-based holding company.

Reorganization as a Foundation-owned Company, 1953 to 1974

After the restitution settlement with the Tietz family was concluded in the au-
tumn of 1949 and important company acquisitions were made, Georg Karg turned
his attention to the legal and financial reorganization of his company. On Au-
gust 26, 1953, he established the Karg Family Foundation with headquarters in
Hamburg.>® The statutes stipulated that its purpose was to provide financial sup-
port to the founder, his wife and his descendants in securing their livelihood if
they should find themselves in financial difficulties through no fault of their own.
The foundation thus fulfilled the legal requirement to serve a social goal, even if
this task was expressly defined as private and limited to the family circle. How-
ever, the preamble already contained a passage that indicated a combined asset
arrangement for the family and the company. Georg Karg initially endowed the
family foundation with capital of 20,000 DM to enable it to acquire shares in the
seven purchasing companies of Hertie GmbH. The foundation’s assets were to be
supplied and increased from the business profits.>* In this connection, the family
and the company entered into a new institutional liaison, which today is consid-
ered a hybrid governance model of a company-affiliated foundation.>

Georg Karg was one of the first German family entrepreneurs to convert his
company into a foundation in this specific form. There were indeed well-known
historical role models, such as the much older Carl Zeiss Foundation. However,
the Hertie Foundation was characterized by the fact that the foundation itself be-
came the legal form of the company, merging the social and economic institu-
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tions. After long legal debates about whether such company structures were at all
compatible with the basic idea of a foundation’s charitable work, an amendment
to German foundation law in 1950 declared that the company’s purpose in itself
was no longer permissible if it was the sole reason for the foundation.>® Neverthe-
less, the legislature deliberately did not close all loopholes for entrepreneurs to
combine their companies with a foundation via auxiliary structures and continue
to assign operational functions to it. The company-affiliated family foundation
was one such model, which Georg Karg immediately resorted to. Contemporary
observers put forward a wide range of possible reasons that motivated entrepre-
neurs to take such a step. They either referred to idealistic goals of social welfare
and preserving the entrepreneur’s life’s work, or to mundane material interests
such as saving taxes or preserving business control.>” What is certain is that the
transfer of private company assets to a foundation is a radical change for both
the family and the company. In the continental European legal tradition, founda-
tions were subject to the so-called concept of perpetuity. This meant that their es-
tablishment created an independent, permanent legal personality. It ensured that
the purpose of the foundation was pursued indefinitely, even after the death of
the founder. The assets contributed were formally withdrawn from the family
and the company and depersonalized, but at the same time placed in the “pro-
tected hands” of the foundation. In this sense, the creation of a foundation has
and had a strong protective character. The company assets were protected from
external access, for example, in the course of takeover attempts by competitors.
In addition, internal family risks of fragmentation or withdrawal of operating
capital in the course of inheritance disputes or succession problems could also he
avoided. The founder himself regulated the company’s financial resources and
provided for the next generations of the family in a bequest that had long-term
impact.”®

This was also true from a tax perspective. Here, the foundation had the ad-
vantage of making the company’s assets immune to inheritance law in the long
term. A one-off and unavoidable gift or inheritance tax was indeed payable at the
moment of the transfer of assets. However, once the assets were in the hands of
the enduring legal figure, all further inheritances were cancelled. In this way, a
family foundation avoided the problem of many partnerships in which recurrent
inheritance disputes repeatedly posed the risk of liquidity being drained away.
Immunity from inheritance law was by no means the same as general tax exemp-
tion. The company’s income was still subject to corporate tax, and pension pay-
ments to the family were also taxed individually according to the half-income
method. Nevertheless, a foundation solution significantly reduced the tax burden,
which was further reinforced by the fact that a business asset allowance of at
least 35 percent could be claimed when transferring large holdings.>
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In addition to protecting and consolidating the property, the founder of a
foundation owned company also had the opportunity to allocate control and man-
agement rights over the long term. The most important instrument was the stat-
ute, which not only specified who would occupy the foundation’s administration
and take on management functions, but also which basic principles, values and
goals the management should be guided by. The founder was thus able to make
not only material and primarily business provisions, but also to establish an ideal
model for the preservation of his life’s work. Here, too, the creation of a founda-
tion had both conservation and design components. The challenge was that once
a foundation’s statute had been formulated, it was very difficult to change it
under the strict eyes of the public foundation supervision of the state authorities.
The specific design of the foundation therefore had to take into account its long-
term anchoring — and this without knowing what specific challenges would await
the company and the family in the next 20 or 50 years.5

We can only speculate about what motivated Georg Karg to establish the fam-
ily foundation. Personal documents that provide information on this do not seem
to have survived. Nevertheless, an attempt will be made to get closer to his inten-
tions using clues from the catalog shown below. The most important clues are
provided by the wording of the Karg Family Foundation’s statutes. In contrast to
many earlier or later “refounders” of a foundation held company, there are no
passages that attempt to formulate a mission statement for the Hertie Group.
Emotional elements that allude to the preservation of his life’s work and his en-
trepreneurial ideals are missing. This is certainly not enough to completely rule
out such motives, but they seem to have been of secondary importance, which
seems to correspond to Georg Karg’s pragmatic and business-focused behavior in
other contexts. The references to the family’s social security and thus the founda-
tion’s orientation towards the benefit of others or, in this case, the family, were
clearly formulated in accordance with the legal requirements. It is striking, how-
ever, that the foundation was only intended to act as an emergency fund if Karg’s
descendants were unable to support themselves due to unforeseen circumstances.
The promised support was not excessive, with a maximum sum of 1,000 DM.%"
The Hertie Foundation later also decided that there was little incentive to rely on
the foundation alone. It was clear between the lines of the statutes that Karg
firmly believed that his family members would finance their own lives and con-
tribute their work to the company.®* It is fitting in this context that Georg Karg
had already integrated his brothers Willy and Walter into the administration of
Hertie GmbH in the 1930s in the classic manner of a family business. After the
Second World War, at the latest, he put his son Hans-Georg in the position of his
designated successor. He gave him responsible tasks in the reconstruction of the
Munich department store, in the management of central purchasing, and later as
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one of two managing directors of the entire group. The founder was apparently
not faced with an immediate problem of finding new talent in the next gener-
ation.

Fig. 33: Georg Karg and his son around 1965.

First and foremost, Georg Karg nevertheless anchored his role as senior boss and
patriarch by making himself the only director of the foundation for the rest of his
life. It was his sole responsibility to choose his successor in the board function
and to expand the board to up to three people as he saw fit. Behind this clause lay
the option of integrating non-family experts into the management of the founda-
tion and thus into the steering of the company.®®

In addition to the executive board, a legally obligatory board of trustees was
established as the foundation’s second body. It is striking that the board of trust-
ees was to be formed immediately, but its “activities only begin after the founder
leaves the board of trustees.” Karg thus created the future organizational struc-
ture, but exempted himself from any third-party control during his own term of
office. None of the comprehensive regulations on the governance of the founda-
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tion and the company show more clearly how carefully Karg cemented his posi-
tion as sole decision-maker for life. Any kind of supervision or input was elimi-
nated and only deemed necessary for the next generation. Regardless of this,
however, Karg kept a close eye on the family ties within the foundation held com-
pany. After his departure, the foundation’s executive board joined the board of
trustees, which also had a maximum of three members. The other members of
the board of trustees were to be elected from the circle of those involved in the
foundation, i.e. the family, and to be appointed by the respective president of the
Hanseatic Higher Regional Court. Assuming that Hans-Georg Karg would take
over the board of the foundation from his father, he would also join the board of
trustees. Together with a relative, the family thus always had a 2:1 majority in
decisions made by the associated committee.®* The foundation’s control struc-
tures enabled the family to keep the company closely under their control in the
future. At the same time, the statutes also offered a kind of exit option for the
family. Hans-Georg Karg was free to offer the chairmanship of the board and the
seat on the board of trustees to a trusted external candidate. Overall, the founder
created a clearly family-oriented governance that nevertheless offered a wise de-
gree of flexibility in order to adapt to changing conditions.

If one considers the fact that Georg Karg had already tried in the 1930s to free
himself from the corset of a corporation imposed on him in 1934, it must be stated
that this step was finally successful with the establishment of the foundation
owned company in 1953. As the sole owner for many years, he freed himself from
the influence of banks, trustees or other interest groups that he had had to deal
with in the GmbH. The Karg family was also able to get rid of the constant report-
ing obligations and advance the reconstruction of their company under the cloak
of the significantly reduced publicity and transparency obligations of a founda-
tion. The foundation not only shielded the company from the outside world in
this respect, but also protected the material integrity of the company’s assets
against possible attempts to gain access. Hertie itself was the best example of an
offensive expansion strategy that was shared by many rivals in the competitive
department store industry. The extent to which the preservation and expansion
of the company’s capital was at the center of Georg Karg’s interest is shown by
the fact that the founder and his family members waived ongoing income from
their property from the time the foundation was established.®® In this way, they
made it possible for the company’s profits to flow directly back to the foundation
to the greatest possible extent, and to be used for investments.®® In return for
handing over their property to the foundation, the family was given the right to
have a say and to help shape the company’s fortunes. The Karg Family Founda-
tion was thus entirely in the tradition of the classic corporate foundation. The so-
cial private benefit only formed the legal bridge to an almost inseparable connec-
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tion between the foundation and the company, as a confidant of Hans-Georg Karg
later openly explained.®’

Against this background, it is clear that it was primarily business-pragmatic
reasons that prompted Georg Karg to place his company in the care of a founda-
tion. This impression is reinforced on the basis of the Hertie report of the Dresd-
ner Bank from 1958, which, as a newly discovered historical source, outlines the
process by which the company and the foundation merged. In contrast to the
dominant portrayal in previous literature that Georg Karg had transferred almost
all of Hertie GmbH’s ownership shares to the foundation immediately after the
foundation was established, the bank experts presented the transition as a cau-
tious and gradual process. The report stated that the main aim was to use the
foundation as an instrument for the internal reorganization of the fragmented
parts of the group. The focus in the years 1953 to 1957 was initially on the centrali-
zation of purchasing and thus the functional area of a department store company
in which the largest profit margins and rationalization potential lay. With the
transfer of the shares of Betex Bergische Textil-GmbH, Ohigs Offenbacher Han-
dels- und Industrie-GmbH and Bekleidungs- und Handels-GmbH, which was an-
chored in the original statutes, the purchasing companies were brought together
under the umbrella of Hertie-Zentraleinkauf Ges. mbH and at the same time
placed under the administration of the foundation. In October 1957, Hertie-
Zentraleinkauf Ges. mbH was finally liquidated. With this step, “the foundation
[. . .]is a fully commercial enterprise,” judged the Dresdner Bank report, adding
that since then it had openly but unofficially appeared with the addition “Karg
Family Foundation — Hertie Head Office.”*®

Parallel to the concentration of the purchasing companies, the Hertie owner
began to gradually merge the operating and property companies from the begin-
ning of the 1950s. The containers for this consolidation were Hertie Warenhaus-
und Kaufhaus-GmbH on the one hand, and Hertie Vereinigte Kaufstatten GmbH
on the other. The latter was founded in 1948 as a new property company for the
group in Hamburg under the name Nordhag Waren- und Kaufhaus-Verwaltungs-
Gesellschaft mbH. On January 7, 1950, the name change was entered in the com-
mercial register as Hertie Vereinigte Kaufstatten GmbH. Its share capital of
four million DM was divided 50 percent between the already established Union
Vereinigte Kaufstatten GmbH, and 24.5 percent of the company shares were each
held by Georg Karg’s two children, Hans-Georg and Brigitte Grafin von Norman.
The Hertie boss himself retained a stake of just one percent. In the following
years up to 1957, the real estate assets of all group companies that did not directly
own their business premises were gradually transferred to Hertie Vereinigte
Kaufstitten. The transaction was concluded with the renaming of the company,
now based in a prestigious new building on Berlin’s Wittenbergplatz, to Westber-
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liner Grundstiicksgesellschaft mbH. The second holding company, the actual Her-
tie Warenhaus- und Kaufhaus GmbH, brought the operating companies together.
In order to create the basis for this, the share capital was increased in two steps
in March 1955 and July 1956 from 2.5 to a total of 12 million DM. “One branch after
the other,” according to the major bank’s observation, “was transferred to Hertie
Waren- und Kaufhaus GmbH.”® By the summer of 1958, this included, among
others, the property company of the new department store in Dortmund, the
Kaufhaus des Westens Vermogensverwaltungsgesellschaft, the Centrum Berlini-
sche Boden GmbH, the Paul Held Nachf. Vermdgensverwertungs-GmbH and fi-
nally also the Union Vereinigte Kaufstitten GmbH. This merger of companies in
the hands of Hertie Waren- und Kaufhaus GmbH and Kaufstiatten GmbH or the
Westberliner Grundstiicksgesellschaft reshaped and consolidated the group
structures.”® As the diagram showing the breakdown of the Karg family’s assets
shows (Fig. 34), the company structure was by no means completely slackened.
The bilka and Wertheim complexes continued to form their own organizational
strands, which were interwoven through the foundation and the family. In addi-
tion, there were new foreign companies and commitments or the founding of de-
partment stores, which were set up in their own companies, but at the same time
had close capital and control ties to Hertie Warenhaus- und Kaufthaus GmbH.

The reorganization of the group ultimately paved the way for the decisive
step of transforming the Hertie Group into a foundation. Over the course of the
1950s, little by little, and partly in parallel with the reorganization, Georg Karg
and his children contributed 97.5 percent of the shares in Hertie Waren- und
Kaufhaus GmbH into the Karg Family Foundation. It thus became the decisive au-
thority in which capital, control and management came together in accordance
with the statutes. This development was aptly outlined in the portrait of the Her-
tie Group in the publication series Lebensbilder deutscher Stiftungen from 1986:
“The foundation and company assets were thus identical [. . .] and the foundation
always exercised a direct and significant influence on the economic activities of
the Hertie Group, which was expressed by the renaming of the ‘Karg Family
Foundation’ to ‘Hertie Foundation’ in 1971.””* The Hertie Foundation, like its pre-
decessor, remained privately owned. A change occurred only after the death of
Georg Karg, who was succeeded, as planned, as long-term chairman of the foun-
dation by his son. It was not until December 10, 1974 that the foundation broke
free from the constraints of the 1950s and, as the “Gemeinniitzige Hertie-Stiftung”
(“Charitable Hertie Foundation”), began to promote science, education, and gen-
eral and vocational training.”> Hundreds of millions of DM from the family foun-
dation were rededicated to charitable work. The founder’s business pragmatism
was replaced in the next generation by a much stronger commitment to social
responsibility.” Nevertheless, it was the changed legal framework that drove this
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step. With the reform of the inheritance tax and gift tax law in April 1974, the
legislature re-regulated the long-discussed so-called “dead hand problem” of the
permanent inheritance immunity of company-affiliated foundations. The tax ad-
vantages were largely withdrawn from all forms of non-charitable structures.”
The step into non-profit status was thus a viable way to continue to shield the
business assets and to continue the family-oriented corporate control over the
foundation.”

Overall, the Karg Family Foundation in its original form remained essentially
a clever instrument of the foundation’s founder to reposition the Hertie Group as
a family business and to protect it against internal and external challenges. From
the very beginning, his motives were primarily of a business-strategic nature —
an attitude that corresponded to Georg Karg’s constant search for the greatest
commercial benefit.



6 Wiederqutmachung: Complicated Issues

A Sketch of Special Laws and Rights

The history of the Tietz family under National Socialism shows how extensively
the Nazi regime and its accomplices accessed the commercial and private prop-
erty of those persecuted on “racial” grounds. The “Aryanization” of the depart-
ment store group in 1933 and 1934 was an essential, but ultimately by no means
the only, component of the persecution that the family had to endure in the con-
text of discrimination, persecution and robbery. This was followed by the loss of
private real estate, their own home and homeland, and not least the state confis-
cation of the remaining assets through taxes and compulsory levies. The constant
anti-Semitic discrimination and life in an environment of constant hostility — a
situation that ultimately led to flight and emigration — robbed the members of the
formerly respected business family in more than just material ways. The Nazi re-
gime deprived them of life opportunities, blocked career development paths and
restricted personal freedom, even to the point of threatening attacks on health
and life. The Tietz family’s example is ultimately just one case of the theft and
destruction of livelihoods on a million-fold scale. But it was precisely the vivid
impact of the Nazi regime and with it countless private profiteers intervining so
massively in the business landscape and property structures of the German econ-
omy and society that made the Allies consider how these property restructurings
could be reversed or compensated for during the last years of the Second World
War. The USA took on a pioneering role, not least on the initiative of the Jewish
interest groups that were most strongly organized there. In initial discussions
with the British and French allies, agreement was quickly reached that, in addi-
tion to collective reparations from the German state, which were already an-
chored in international law, a form of individual Wiedergutmachung, i.e. provi-
sions relating to financial compensation for National Socialist injustice, had to be
found. This was to enable confiscated property to be returned from the hands of
private beneficiaries to the rightful owners.! In addition to material restitution
(“Ruickerstattung”), personal financial compensation (“Entschiadigung”) payments
were also included in the considerations at an early stage, which were to give the
persecuted the opportunity to claim compulsory payments from the state, but
also compensation for the loss of freedom, health and life chances. With restitu-
tion and compensation, the field of so-called Wiedergutmachung thus acquired a
two-part structure.

The general term of Wiedergutmachung alone, which in a literal sense implies
being able to put things right through financial payments alone and then, in a
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sense, drawing a line under it, is seen as problematic in today’s historical re-
search and as a difficult but contemporary expression of the attempt to resolve a
burning moral issue. According to the Bochum historian Constantin Goschler,
from a moral point of view alone there is a “fundamental incongruity”* between
the quality of robbery, expulsion and murder and any form of financial compen-
sation. Nevertheless, “Aryanization” and restitution form an inseparable issue
and a necessarily strongly connected field of historical investigation. This applies
on the one hand to the fact that today we can often only gain decisive clues about
what happened during the Nazi era from studying the proceedings of Wiedergut-
machung. On the other hand, the sources provide historians with key clues about
how “Aryanization”, discrimination and persecution in the post-war period were
materially valued and morally assessed by the German authorities, but above all
by the perpetrators and victims, the profiteers and those affected. With this in
mind, it seems indispensable to follow the history of encounters between “Aryan-
izers” and “Aryanized” beyond the break at the end of the war and up to the time
of the Federal Republic, in which they faced each other in new roles as those lia-
ble and those entitled to make claims on the basis of the new restitution and com-
pensation laws. Here, too, it is important to look at the behavior of the actors on
both sides, their scope for action, motives and interests, in order to be able to his-
torically illuminate and classify the early attempts to come to terms with Nazi
history.

All of this also applies in particular to the negotiations between Georg Karg
and Hertie with the Tietz family and their descendants concerning the “Aryaniza-
tion” of their department store group. The special circumstances of the relatively
early “Gleichschaltung” of the company also gave rise to numerous areas of ten-
sion in the restitution process. The question of Georg Karg’s responsibility and
the role of the banks and Nazi authorities involved was overshadowed by long-
simmering suspicions that the Tietz group had already been on the brink of insol-
vency before the Nazis came to power. As will be shown, the fact of “Aryaniza-
tion” threatened to be undermined by the interpretation of a restructuring that
had only been made possible by the joint efforts of the financiers and the new
management in a business environment made difficult by anti-Semitic boycotts.
The responsibility for the elimination of the Jewish owners was also blatantly de-
personalized and addressed to the Nazi regime in general — a defensive attitude
that numerous “Aryanizers” displayed in post-war proceedings. Nevertheless, in
the Tietz case, after a few personal discussions, a settlement was reached between
Hertie and the family of the former owners as early as 1949. The path to this set-
tlement, the content and disputes, is outlined below. The focus is not only on the
question of the restitution of Tietz’s company property in the context of the reor-
ganization to form Hertie, but also on the procedures for the restitution of real
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estate and compensation for the state’s confiscation of assets. Before that can bhe
undertaken, however, it is important to briefly outline the development of the
legal framework for compensations within the complex Wiedergutmachung laws
in order to illustrate the behavior of the actors in these proceedings.

Shortly after the end of the war, intensive negotiations began on the initiative
of the US military administration with partners in the British and French occupa-
tion zones on the question of how to deal with the massive property-related dis-
ruptions that had emanated from the National Socialist regime and in the course
of which countless profiteers had made off with the assets of the persecuted. The
highest priority was given to developing a legal concept that would enable indi-
vidual restitution of stolen commercial property. This approach was motivated by
the urgent need to provide new legal certainty to the existing civil property order
without calling it into question. This point revealed the open confrontation with
the Soviet occupation zone, where the first state socialization measures quickly
aimed at completely overthrowing the property system and soon undermined
any form of private dispute over wealth and property issues.® Instead, the Allied
considerations were directed at orienting themselves on the property relation-
ships before the National Socialists came to power and, if possible, restoring a sta-
tus quo ante in terms of property law. With the entry into force of Military Law
No. 52 “Blocking and Control of Property” in July 1945, the US military administra-
tion had not only confiscated Reich and party assets, but also subjected bank ac-
counts and the operations of commercial enterprises to its control. Property as-
sets allegedly confiscated as part of “Aryanization” and confiscation were subject
to a registration requirement in all western occupation zones until the origin of
the assets and the economic or political involvement of the current owners with
the Nazi regime had been clarified.* Even if this requirement — as in the Hertie
case — did not necessarily mean that companies had to cease their business
completely, their actions were still subject to a retention clause concerning prop-
erty title. This in turn formed an essential prerequisite for the later enforcement
of individual restitution, since the “Aryanizers” in particular were put under
pressure to take action themselves. In their attempt to introduce the legal concept
of restitution into the German legal system on the basis of the existing property
order, the Allied negotiating partners encountered the problem that the tradi-
tional legal concepts of robbery or immorality were not sufficient to adequately
reflect the characteristics of “Aryanization”. In addition, there was the problem
that in the immediate post-war years it was difficult to predict when and to what
extent a German state of any kind would be able to deal with the claims of the
persecuted. The result was that the Allies decided to implement restitution on an
independent legal basis with new terminology and their own instances and proce-
dures in the German legal system.” While the military governments agreed on
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this basic path, a dilemma arose: they could not agree on all the defining details
of the claims and obligations involved. The more time passed and the more ur-
gent the restoration of legal certainty became in order not to endanger economic
recovery and thus Germany’s integration into the western alliance, the more in-
tensively the US military government pressed for solutions. Finally, they dared to
go it alone.

On November 10, 1947, Military Law No. 59 concerning the “Restitution of
Identifiable Assets to the Victims of National Socialist Repression Measures,”
USREG for short, came into force in the American ccupation zone.® While a regu-
lation that differed in essential points was issued in the French control area on
the same day, it was to take until May and July 1949, respectively, before corre-
sponding legal regulations were available for the British occupation zone and for
the western sectors of Berlin. However, the so-called BrREG (Law 59) and the Res-
titution Ordinance of the Allied High Command in Berlin (REAO), in their only
slightly simplified versions, were almost entirely based on the American model,
which thus had both pioneering and exemplary character.”

The Allied legislators placed all legal transactions between 1933 and 1945
“with persons persecuted on the grounds of race, religion, nationality, ideology or
political opposition” under a general presumption of confiscation. In doing so,
they deliberately avoided the term “Aryanization”. Instead, they defined a new
type of persecution offense of “giving away assets under pressure of persecution.”
On the basis of this legal formula, any legal transaction with persecuted persons
was labeled unlawful, and the discriminatory circumstances of the property
transfers were thus classified as sufficiently legally binding for a claim of restitu-
tion. This relieved the claimants in individual cases of the often difficult task of
proving that a sale or transfer had been made unlawfully. German legal experts
vehemently opposed this approach, as they did not want to rule out the possibility
that there had been fair legal transactions in accordance with common commer-
cial standards of conduct. The restitution regulations overrode this objection in
favor of those affected. They relieved the victims of the burden of proof by assum-
ing a causal chain between the situation of persecution and “Aryanization”. In-
stead, it was up to the purchasers to refute the legislators’ presumption of confis-
cation if they doubted the unlawful nature of a purchase transaction. The
requirements for such a claim were strictly regulated: in legal transactions con-
cluded before the Nuremberg Race Laws were passed in 1935, the purchasers had
to prove that they had paid an appropriate purchase price and that the proceeds
had actually been freely available to those affected. For transfers of ownership
concluded after 1935, the purchaser had to document that he had also tried to
actively and with special measures to protect the financial interests of his coun-
terpart. The hurdles for documenting a lawful acquisition were therefore high.?
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As compensation for the surrender of commercial, real estate or movable
property, all Allied laws and regulations provided for restitution in kind, on the
condition that the assets were still physically present and could, therefore, be re-
turned in their original form. This meant, at least in theory, that the victims
should ideally retain the company shares taken from them in order to restore the
original ownership situation with all rights and obligations during the period be-
fore 1933. Additionally, the former owners would be returned to their roles as
managing directors or shareholders. In practice, however, this idea was not with-
out its drawbacks: firstly, in this case, the claimants had to pay back the purchase
price paid during the “Aryanization” to the purchasers — a farce when you con-
sider that many members of the business families had been murdered, robbed or
had become destitute while fleeing and emigrating. Secondly, this step would
have generally meant a willingness to return to the country of the perpetrators in
order to do justice to the administration of the returned assets. Understandably,
this was out of the question for most victims, even just on purely emotional
grounds.” However, the USREG and the BrREG also provided for the determina-
tion of compensation by private settlement if the financial loss was irreversible
or if it was not the applicants’ wish to take over their businesses or residential
property in Germany again. The alternative was to calculate their claims as the
difference between the value of the property at the time of transfer and the pur-
chase price actually paid. This meant that the profits and losses, in particular any
war damage from the Nazi era, also went to the liable parties.

In order to assert claims, those affected had to comply with an application
deadline of June 30, 1950.'° Once a refund application had been received by one
of the registration authorities set up in all three western occupation zones, the
procedures followed a standardized process. First and foremost, compensation of-
fices (Entschadigungsdmter) were specially set up at the administrative district
level. Here, the applications were examined, statements requested, and evidence
collected. In addition, the offices were supposed to mediate between those enti-
tled and those liable in order to bring about a private settlement. However, the
restitution regulations failed to require the offices to conduct investigations on
behalf of the injured parties. With the aim of leading the proceedings to a private
settlement, the right to compensation remained part of the targeted procedural
code. Those affected, therefore, had to inform themselves or rely on lawyers who
supported them in the proceedings."* Only at the second level did three further,
actual judicial instances follow: special restitution chambers were also set up at
the regional courts and separate restitution senates at the higher regional courts.
While these two instances were embedded in German civil jurisdiction and oper-
ated with German judges, the highest restitution courts in the occupied zones —
the United States Court of Restitution Appeals of the Allied High Commission for



178 —— 6 Wiedergutmachung: Complicated Issues

Germany (CORA) in Nuremberg, the British Board of Review (BOR) in Herford
and the French Cour Supérieure pour les Restitutions (CSR) in Rastatt — were
headed exclusively by Allied judicial bodies until 1955.'

Despite the great effort made by the Allies to establish the new restitution
law, it literally reached its limits outside the western occupation zones. Notwith-
standing numerous supplementary provisions, which were expanded to include
the state confiscation of property by the Federal Restitution Act of July 19, 1957,
those affected could only make claims for the restitution of assets located in the
territory of the Federal Republic or the western occupation zones. A territorial
principle of the place of removal applied to all restitution cases. Due to that, ulti-
mately until the fall of the Berlin Wall in 1989/90, restitution for companies and
properties in the eastern part of the country was still pending. This meant a sig-
nificant restriction, particularly for the corporate property of the Tietz depart-
ment store, which had focused its activities particularly in the eastern regions,
and this fact was also repeatedly addressed in the restitution proceedings.

In parallel to the restitution laws, compensation law developed from 1947 on-
wards as a second area of Wiedergutmachung. In the immediate post-war years,
the introduction process was initially characterised by a great inconsistency of
various regulations issued by the states and occupation zones.”> However, they
had the common goal of giving those affected by National Socialist persecution
the opportunity as individuals to declare the attacks on their life and physical in-
tegrity on the one hand and interference with their property rights as a result of
persecution on the other. As with the restitution regulations, a draft from the US
military government also proved to be groundbreaking for the establishment of
compensation law. The “Compensation Act of the South German State Council”
(Gesetz zur Wiedergutmachung nationalsozialistischen Unrechts) of April 26, 1949
(USEG), developed jointly with the German regional authorities, structured the
complex field of experiences of persecution into three overarching categories of
damage. The first group was made up of “damage to life and limb,” for which
those affected or their relatives could claim compensation, for, among other
things, deprivation of liberty in camp imprisonment, for acts of violence and
even murder. The second category encompassed “damage to professional and
economic advancement.” This included the hindrance to free exercise of a profes-
sion, the loss of training opportunities or the restriction of earning potential. As a
third group, “damage to property and assets” was included in the compensation
law and further differentiated. On the one hand, losses of assets due to boycott
measures, destruction or looting, as well as the forced abandonment of money or
valuables during flight occurrences were considered to be eligible for compensa-
tion, and on the other hand, special levies or Reich flight taxes paid, also qualified
for compensation.* These “facts” were found from 1950 onwards in the first com-
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pensation regulations of the French occupation zone as well as in the “Law for
the Compensation of Victims of National Socialism” (Gesetz fiir die Entschadigung
der Opfer des Nationalsozialismus) for the western zones of Berlin, which was
announced on January 10, 1951, and enshrined shortly thereafter.”

In the negotiations leading to the Bonn Transition Treaty and the Hague
Agreements, the government of the young Federal Republic finally committed it-
self to the Western Allies, Israel, and the Jewish Claims Conference in 1952 to in-
corporate compensation into the German legal system and to standardize it na-
tionwide. Barely a year later, on 18 September 1953, the Bundestag passed a still
incomplete “Federal Supplementary Act on Compensation for Victims of National
Socialist Persecution” (BErgG),"® which in turn was replaced in 1956 by a now de-
tailed “Federal Act on Compensation for Victims of National Socialist Persecution”
(BEG)."” The new regulations stipulated that the claims of those affected should be
materially compensated either through monetary and capital compensation or
through pension-like benefits. The salary and pension tables of German civil ser-
vice law were used as a guideline for the amount of compensation, according to
which the benefit was paid in accordance with a comparable classification and at
a conversion rate of 10 RM to 2 DM."® In the case of income and property losses,
the state was liable up to a maximum of 75,000 DM. The various categories of
damage were continued from the first Allied regulations. The circle of those enti-
tled to make claims was necessarily limited to those persecuted who had a resi-
dence in West Berlin or in the area corresponding to the Federal Republic before
their emigration or deportation.”

For the Tietz family, the basic patterns of compensation and restitution law
outlined here formed the basis for asserting their claims against Hertie, the Ger-
man state, and numerous beneficiaries and second purchasers of their former
property from 1949 onwards. The claims they made were also individually dis-
tinct, in keeping with the different emigration histories and experiences of perse-
cution of the family members after the “Aryanization” of their company. The
focus of their efforts was clearly on an adequate settlement of their reimburse-
ment claims, which they brought forward together and which led to a very rapid
agreement by way of a settlement. However, even after this settlement, the his-
tory of their encounters with the former “Aryanizers,” and especially with the
German authorities, was not free of conflict and continued well into the 1960s.

Claims and Objections: Early Restitution Negotiations

After the war, the Tietz family was scattered across the world. Emigration meant
that their formerly close coexistence and daily exchange in Berlin were lost. After
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a veritable odyssey, Hugo Zwillenberg and his family were now living (again) in
Amsterdam. Martin Tietz had been living in Cuba with his wife Anni for several
years without being able to find an adequate professional position there, while
the house of Betty Tietz and her son Georg’s family in New York was now the
center of family life, where they met several times a year.*’

Fig. 35: Hertie department store in Munich in the 1930s.

Nevertheless, the family soon made contact with Germany again after the col-
lapse of the Nazi regime. In the summer of 1946, Rosli, born in 1924, traveled to
the now largely destroyed Berlin for the first time with her father Georg. A few
months earlier, on Christmas 1945, the daughter of the former department store
owner had married Kurt Jasen, who was stationed in Germany in the US military
and was helping to coordinate reconstruction efforts. Her husband’s family had
owned a successful construction company in the German capital under the name
Jacobowitz until 1937 and had also had to give it up. The two families, who were
good friends, met again in New York after their escape, and the Jakobowitz family
changed their name to Jasen, which was more easily understood there.” In 1948
and 1949, Rosli and Kurt Jasen spent several months in Germany and Switzerland.
Georg in particular, but also Martin Tietz, also travelled to Germany several times
during these years and explored the possibilities of making compensation claims
for their lost private and business property. Kurt Jasen, who had studied law in
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Germany and Switzerland before the war and received his doctorate in Basel, ad-
vised them on this undertaking.?

On July 23, 1948, the Tietz family submitted three applications for restitution
to the responsible Central Registration Office (Zentralmeldeamt) in Bad Nauheim
on the basis of the American Military Law 59 (USREG). The applicants were Georg
and Martin Tietz and Hugo Zwillenberg, and the New York lawyers Dr. Hans Ka-
liski and Dr. Fritz Moses acted as the executors of the estate of Betty Tietz, who
died in 1947. The subject of the restitution claims, each submitted separately, was
the return of the family’s assets located in Munich, Stuttgart and Karlsruhe.” The
applications focused explicitly on the real estate that was eligible for restitution
in kind and, therefore, seemed most likely to be returned. The claims were conse-
quently directed against both Hertie Waren- und Kauthaus GmbH and the corre-
sponding real estate companies, which managed this real estate as subsidiaries in
the complex Hertie corporate structure.?*

The fact that the family concentrated on the restitution of their assets in
southwest Germany was due to the still uncertain legal situation. The Hertie
stores were under the jurisdiction of US occupation law, which at that time was
the only one offering a binding framework for restitution and thus for a first step
towards Wiedergutmachung. Even though corresponding regulations were al-
ready being prepared for the British occupation zone and West Berlin, it was dif-
ficult to predict when they would be implemented. When the further restitution
laws were finally published in the summer of 1949, the family submitted further
applications in Berlin, Hamburg, Wuppertal, and subsequently in Frankfurt am
Main.”® The former owners thus consistently pursued their claims, which can be
interpreted as an indication of how much they considered the circumstances of
their withdrawal from their own company in 1933/34 to be persecution-related,
unlawful, and unfair. Nonetheless, the focus of the negotiations with Hertie re-
mained the dispute over the restitution of the assets in the three southwest Ger-
man cities, since it was in the mutual interest of the parties and the restitution
authorities to arrive at the most comprehensive overall solution possible, which
promised rapid financial compensation and legal certainty, rather than a lengthy
process involving numerous individual proceedings. However, the path to this
end proved to be rocky both procedurally and interpersonally.

In the autumn of 1948, the Central Registration Office duly forwarded the in-
dividual applications to the three responsible regional authorities. After months
of examining the claims filed, the restitution offices in Stuttgart, Karlsruhe, and
Munich agreed in March 1949 to merge the individual proceedings and transfer
them to the jurisdiction of the Upper Bavarian Restitution Authority (Wiedergut-
machungshehérde Oberbayern) in Munich. From a purely formal point of view,
this also seemed justified by the fact that immediately after the end of the war,
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Hertie GmbH was headquartered in Munich as well as in Berlin.?® Informally,
however, it also played a role that the applicants found a trustworthy environ-
ment around the Bavarian authorities in which to pursue their claims. This was
particularly due to the person of Dr. Philipp Auerbach, who was probably already
well known to them and who — himself an Auschwitz survivor — acted in Munich
as Attorney General for Wiedergutmachung and State Commissioner for those
persecuted for racial, religious, and political reasons.”” Auerbach supported the
ambitions of the Munich Restitution Authority to persuade the parties to reach a
settlement outside of court proceedings and acted as an intermediary between
the Tietz family and the representatives of Hertie GmbH. There was evidently an
intensive exchange from April 1949 onwards. In the background, the negotiations
were conducted by the Munich lawyers Fritz Neuland for the applicants and Dr.
Otto Lenz for the Hertie Group. Georg Karg and the Tietz brothers also contacted
each other directly, at least by telephone.?®

At this point, the two parties’ ideas about the basis for a possible agreement
were still very divergent. Georg and Martin Tietz demanded the return of all com-
mercial and private properties in the three cities and a one-off payment of 22 to
25 million DM to compensate for all losses of assets and lost purchase price pay-
ments suffered during the “Aryanization” of Hermann Tietz OHG.?’ However, the
family did not express any interest in returning permanently to Germany, the
country where they had experienced persecution and wartime destruction, nor
were they interested in again running a department store group themselves.*

For Georg Karg and Hertie, these demands must have seemed like another
major mortgage on top of reconstruction costs. There was little hope of regaining
ownership of their large commercial buildings in Berlin, Gera or Weimar, which
were now in the Soviet zone. This meant that all of the Hertie GmbH branches in
Karlsruhe, Stuttgart and Munich, which were run under the established brand
name “Union,” as well as the Alsterhaus in Hamburg, formed the core of the re-
maining business base. Still, a great deal of capital had to be invested in the re-
construction and repair of the in many instances badly damaged branches, while
consumption in the “collapsed society”** only began to pick up very slowly. The
demands for reimbursement therefore appeared difficult to meet, regardless of
any legal or moral considerations.

Against this background, the Hertie side showed a double face in dealing
with the restitution claims in the spring of 1949. While Georg Karg tried to have a
calm, personal exchange with the former owners, the lawyers launched a legal
frontal attack against the restitution applications. On May 25, 1949, Otto Lenz filed
an objection to the restitution claims on behalf of Hertie GmbH and rejected all
claims.® In a first step, he formally questioned the jurisdiction of the Upper Ba-
varian Restitution Authority, since it concerned the restitution of GmbH shares of
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Fig. 36: Union department store in Karlsruhe, 1958.

a company based in Berlin. This was a legally legitimate but, due to the prelimi-
nary negotiations, flimsy legal maneuver to move the applicants into a worse ne-
gotiating position. Much more important, however, were the substantive justifica-
tions presented in a second step, which downplayed the “Aryanization” with
stereotypical arguments claimiing that it was just restructuring and, at the same
time, shifting the company’s responsibility for every form of discrimination and
persecution of those affected entirely to the Nazi state and to unchangeable cir-
cumstances. According to an account by Hans Otto Eglau, Georg Karg shared this
view. In order to underpin it legally, he commissioned the lawyer Lenz, who
shortly afterwards rose to become State Secretary in the Chancellery in the Ad-
enauer government, to collect evidence for this view from the banks and authori-
ties involved at the time.**

“There is no claim for restitution,” Lenz ultimately ruled dryly in the objec-
tion letter.® In 1932, the Hermann Tietz company, Lenz claimed, had only been
able to put off its creditors and simply could no longer pay the bills that had
come in. The company had therefore been without liquidity even before the
Nazis came to power, which was particularly evident in the fact that it could no
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longer meet its repayment obligations to the banks with its total debt burden of
94.5 million RM.

“The applicants,” wrote Lenz, “also admit the ‘difficulties’ — or more accurately,
their insolvency — and merely claim that the Tietz family had been prevented from
creating their own credit, or that the Deutsche Bank und Disconto-Gesellschaft had
not granted a loan that had been promised in 1929. The claim that the Tietz family
was able to obtain credit for themselves is downright absurd for anyone who knows
the situation even slightly.”*® Even with the Jewish creditor banks, Mendelssohn,
Warburg, and Hirschland, all creditworthiness had already been lost by 1932, the Mu-
nich lawyer explained without any evidence. With this argument, he probably
wanted to underline that even the most well-intentioned creditors had turned away
from Hermann Tietz — without noticing that he was also carelessly repeating anti-
Semitic stereotypes from the Nazi era about the supposedly particularly close Jewish
financial networks. He was certain that — if Deutsche Bank had actually withdrawn
its loan agreement — Hertie GmbH could not be held responsible, because “this could
not possibly have had anything to do with persecution measures.”*’ The Hertie repre-
sentative carefully concealed the anti-Semitic resentment that had already started in
1933; the massive consequences of the boycott of department stores, which broke out
violently in 1933, or the direct interventions of government and party bodies to force
the Tietz family out of the company. In Lenz’s account, the banks, the Hertie manage-
ment and even the Reich Commissioner had made great efforts to restructure and
thus save the company, in the course of which “a new management structure was
implemented at the same time.”*®

In the end, Lenz went so far as to completely reverse the roles of the victims,
which was not uncommon among German company representatives who were
confronted with demands for reimbursement in the post-war years. The heavy
burden of restructuring and the achievement of the new managers in steering
the company through such a difficult time were emphasized. Lenz not only im-
plicitly, but quite openly suggested that without the Hertie solution, the Tietz fam-
ily would “certainly have lost all their assets.” It is therefore not surprising that
“the Tietz family themselves wanted to withdraw and leave the restructuring of
their group to the banks.” In return, the former owners received an extraordi-
narily high settlement of seven million RM, “if one takes into account that the re-
structuring of the company only had to be carried out after the departure of the
Titz family [sic!] and that the creditors were forced to make considerable sacrifi-
ces in the process.” Here the lawyer deviated from the facts or reinterpreted
them with the aim of justifying the behavior of the company and all those in-
volved in its “Aryanization”. After all, according to the letter of the USREG law, he
was concerned with documenting a passive role of Hertie GmbH, in which they
had treated the founding family of the department store group in a commercially
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fair way and within the bounds of a common business standard. In this context,
Lenz also mentioned that the new management of Hertie had campaigned for the
Tietz family to obtain special permits to transfer their assets abroad. Hertie was
not to blame for the fact that the official permits had not achieved “the desired
result.”*

Even if it cannot ultimately be clearly documented, it can be assumed that
the Tietz family was informed in detail about the relativizing content of the objec-
tion letter. It was not only the discrepancies in the perception of the events of
1933/34 and the different views, for example, on the amount of the purchase price
paid - the Tietz family assumed three million RM - that must have been per-
ceived as an affront by those entitled to restitution. Rather, it was the choice of
words and the sharp tone with which Lenz described the applicants literally as
“activists” for restitution that must have been perceived as disparaging and in-
sulting by those affected.*! With this in view, it is surprising that the negotiations
by no means stalled, but were quickly led to an out-of-court settlement. The com-
pensation board played a major role in this, signaling to Hertie’s representatives
at an early stage that their line of argument would not hold water in court.** Not
least in view of this circumstance, the parallel discussions at the level of the cur-
rent and former managing directors took place in a different, entirely objective,
and constructive atmosphere, according to a later statement by both sides.*®

On May 25, 1949, the same day that the objection was filed, Georg Karg met
personally with the Tietz brothers and Hugo Zwillenberg in the Munich office of
Attorney General Auerbach. Georg and Martin Tietz traveled from New York for
these talks and settled in the Bavarian metropolis for a few weeks in anticipation
of an expected marathon of negotiations.** At this meeting, Karg presented a very
specific settlement offer.

It was based on USREG No. 59, to which direct references were made. The
core of the offer was that the Hertie company would transfer the Union depart-
ment stores in Karlsruhe and Stuttgart in the US zone, as well as the Hertie de-
partment store in Munich, back to the Tietz heirs. The prerequisite was that all
mortgage charges on the commercial buildings were to be paid off by Hertie in
advance. Only the Munich branch was to be left with a burden that had already
been placed on it when it was taken over in 1933. This stipulation was to fulfill a
key point of the USREG, the restoration of ownership to the status quo before the
Nazis came to power.* The draft also provided for a settlement regarding com-
pensation for lost use of the commercial assets. Here, too, Georg Karg gave in by
acknowledging that the Tietz owners had not been able to continue running the
department stores due to the persecution measures. The compensation for this
so-called loss of use was not to be made in monetary terms. No additional pay-
ment was planned. Instead, all investments that had changed the asset value of
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the property over the past 15 years were added up. The construction investments
that had been made in the buildings in 1933 and 1948 were, in a sense, compared
with the reconstruction measures that Hertie had invested in the structural sub-
stance of the buildings in 1948/49. The Tietz representatives were, therefore, sup-
posed to acknowledge that Hertie GmbH had invested around 2 million RM in
modernization between 1934 and 1945 and at the same time declare their willing-
ness to compensate for these services by assuming around 1.25 million DM of the
recently incurred maintenance costs as the “new old” property and estate owners.*®
In this way, the so-called restitution clause of USREG No. 59 was seen to be imple-
mented, which provided for the return of identifiable assets in accordance with
their condition before seizure. At the same time, this stratagem was supposed to
allow the parties to take into account the asset value of the properties and the dif-
ference between the higher market value of the properties located directly in the
city center, which had not been measured in the “Aryanization process”. At the
same time, it was meant to offset the lost benefits of use of the old owners during
the regime years against the mortgage debts they were burdened with at the time
of transfer. This was an extremely pragmatic concept that spared the parties the
difficult task of retroactively assessing the value of each individual property unit.
For the Tietz family, such an approach also ensured that they would now receive
back their three commercial houses without any mortgages and in good overall
condition.”’

The actual core of the settlement proposal, however, was that the Tietz heirs
would lease the commercial buildings that had been restituted to them back to
the Hertie company immediately after the contract was signed. The basic idea
was that this would enable the department store group to continue using the
branches. At the same time, a long-term lease, calculated on the basis of a per-
centage share of sales, would allow the founding family to participate in the com-
pany’s future success and compensate them sequentially for the loss of their fam-
ily firm.*® Such a solution restored legal certainty and gave the Hertie Group time
to reduce its restitution obligations in installments, as it were, in view of the still
difficult economic situation.

On the basis of this settlement proposal, further consultations between the
parties took place over the next two days. The negotiations took place in the Mu-
nich office of Fritz Neuland, who had already run a successful law firm in the
1920s together with the later Bavarian Prime Minister Wilhelm Hoegner. During
the Nazi era, Neuland, like all Jewish lawyers, lost his license to practice, but con-
tinued to represent Jewish victims of persecution as a legal consultant. From 1942
onwards, he was forced to do several years of forced labor. Then, shortly before
the end of the war, he went into hiding with family and friends, and in the sum-
mer of 1945, he reopened a law firm that increasingly specialized in Wiedergut-
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machung cases.*® Thanks to a historical coincidence, we have access to a closer
look at the course of the negotiations concerning the Tietz claims at the end
of May 1949: Fritz Neuland’s daughter, Charlotte Knobloch (born 1932),>° took part
in the discussions as a 16-year-old listener. In a contemporary witness interview,
she reported that, among other things, long-time president of the Zentralrat der
Juden in Deutschland (Central Council of Jews in Germany) and the Israelitische
Kultusgemeinde Miinchen und Oberbayern (Israelite Religious Community of Mu-
nich and Upper Bavaria), in addition to Georg Tietz, Martin Tietz and Hugo Zwil-
lenberg, Charlotte Kiicher-Eigner and, on the side of those liable for restitution,
Georg Karg and presumably Guido Schell and Otto Lenz took part in the meetings.
From her memory she stated, that she was surprised and - given her immense
knowledge of the thousands of robberies and murders during the Nazi era — at
the same time annoyed at how friendly and conflict-free the negotiations were. It
was obvious that the parties had known each other personally for a long time
and were looking for a pragmatic solution together in a relatively agreeable atmo-
sphere. Georg Karg and the Hertie representatives no longer denied the legiti-
macy of the restitution claims at the large wooden negotiating table, but rather
cooperated in meeting the Tietz family’s demands. During the talks, they hardly
dealt with the past and the circumstances of “Aryanization” anymore, but instead
sought a mutually acceptable conclusion aimed at the future. On this construc-
tive basis, the negotiations were quickly successful. On the evening of May 27,
1949, Auerbach finally reported that the deal had been concluded. The parties
had agreed in principle to reach a settlement on the basis of Karg’s proposal. He
commented with relief: “I believe that we are providing our economy with a
great service by doing this.”**

Not only the mediator, but also the Tietz family welcomed the agreement.
This is evidenced by private letters from Georg Tietz in which he informed his
children about the progress. At the beginning of June, he reported that after long,
exhausting negotiations, “some calm had finally set in. The current status is that,
as requested, all of the properties of the department stores in Munich, Stuttgart
and Karlsruhe have been obtained, along with warehouses in the southwest and
two residential buildings each in Munich and Karlsruhe. To settle the claims relat-
ing to their displacement from Hermann Tietz OHG, Hertie will pay up to a sum
of 30 million DM. However, this will be in annual installments for twenty years,
which will be determined based on a percentage of the turnover from the current
business. In any case, I will get back between 12 and 17 million DM for my part,”**
commented Georg Tietz, who evidently felt that his financial expectations had
been fulfilled.

From the historian’s point of view, it is ultimately difficult to assess commer-
cially whether the payments and restitutions listed here actually corresponded to
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an adequate equivalent value of the losses suffered by the Jewish victims of the
“Aryanization process”. For such a calculation, the handling of the company as-
sets that have to be considered individually is too complex, and the number of
unknowns is too high. For example, the structural condition of properties, reno-
vation needs of buildings as well as regional market prices for the prime locations
would have to be considered. After such a long time, these are usually impossible
to reconstruct and cannot be identified from correspondence. But what we can
say is, that generally the purchase prices for Jewish companies or real estate
were — under pressure from the Nazi authorities — calculated on the basis of the
significantly lower net asset value after 1933. This meant that only the basic sub-
stance values from the company books were taken into account. The significantly
higher goodwill value, which would include the potential for future profit and a
fair market value, was not considered.** Obviously, the Tietz family and Hertie
refrained in the restitution process from a detailed calculation of what would
have been a “fair” price for pragmatic reasons, which would have lengthened
and complicated the process. In the practice of this restitution case, it was more
important to both parties to reach a solution in which both sides could find com-
mon ground and see their interests taken into account. This was reflected above
all in the respectful way they dealt with each other.

However, overall, Georg Karg and Hertie showed in this, ultimately ethical
aspect, both strengths and weaknesses. Reading the sources gives the impression
that both sides in the negotiations increasingly switched to a factual mixture of
distance and concession. For example, Georg Tietz reported in his private letters
how much the long negotiations and the stay in Germany had burdened him:
“We are all fed up with Munich and living too close together, and it takes all my
competence not only externally and towards Zwillenberg, but also internally to
keep us all on course, living together and doing productive work — when every-
thing is finished I will need a vacation.” The strenuous debates also caused ten-
sion within the Tietz and Zwillenberg families, which were ultimately also due to
their different experiences of persecution. Hugo Zwillenberg apparently left the
negotiating table at times because the discussions seemed like a burden to him.
The family members tried to appear confident and consistent towards the defend-
ants, acting in different roles as, literally, “the tough one” and at other times “the
lenient one” when it came to the still extremely difficult negotiation of “formula-
tion, details and secondary instruments, etc.”*®

Regarding his impressions from the meetings with Karg, Georg Tietz admitted
that he too had changed roles. At first, Lenz and the Hertie managing director
took a defensive stance. But then the discussions took place in a more pleasant
atmosphere, “since Karg has made every effort to be friendly towards us from the
moment of our substantive agreement, and we are also able to tolerate him.”%’
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Wherever common interests were touched upon in the negotiations, the par-
ties quickly found a forward-looking form of cooperation. This related, for example,
to a construction project in Berlin, about which Tietz remarked: “We have already
taken steps against the second purchaser at his [Karg’s] request in order to thwart
the construction of a commercial building on 2nd Kant-Joachimsthalerstrasse in
Berlin that Victoria wanted to build there.” The property was a former Tietz prop-
erty in an excellent location in West Berlin that Viktoria Versicherung had taken
over from Hertie following the group takeover. “Perhaps the new K.D.W. [Kaufthaus
des Westens] will be built on the second or third floor on this site,” said Georg
Tietz, describing the informal joint plans.”® Similarly, Tietz and Hertie found a com-
mon line regarding how to deal with any tax burdens that arose from the settle-
ment. On this point, it was easy to reach an agreement since potential taxation
undermined both Hertie’s efforts to rebuild the company and the idea of Wieder-
gutmachung: “[. . .] the Germans normally make amends by giving something with
their right hand and taking everything back with their left fiscal hand,” criticized
Tietz. In fact, the applicants were threatened with high tax burdens in Germany as
well as in the USA, since the benefits paid to them were subject to income and
wealth tax. A one-off payment was hardly feasible for the applicants in view of the
high tax burdens to be expected. Even dividing direct compensation payments into
installments would have only minimally reduced the tax amount. In contrast, the
idea put forward by Karg and his advisors of a “filigreed leasing scheme”® for the
restitution-related claims appeared to be significantly more advantageous in tax
terms. Ultimately, this solution was a clever tax maneuver by the two negotiating
parties, which is documented here for the first time and was specifically based on
the models of asset organization in the hands of separate operating and property
companies that are common in the department store industry. However, this spe-
cial approach required a legal review and the approval of the responsible Bavarian
tax authorities, since there was a need for further clarification in the context of the
lease regarding the handling of land, value improvement and related separation
tax obligations. As it turned out, the Bavarian state government was open to the
chosen alternative. With the support of Georg Karg, the family began negotiating
with an interministerial commission headed by Philipp Auerbach and the Bavarian
Minister of Finance, Hans Kraus,®! in the summer of 1949. Despite the complex na-
ture of the matter, both were willing to cooperate and were on friendly terms, as
evidenced by the fact that Georg Tietz referred to the members of the commission
in his correspondence as “friend Auerbach” and “friend Kraus.”®* From this per-
spective, he soon became optimistic that an amicable solution would be reached.

At the end of July of that year, a viable compromise proposal was finally
made: Hertie GmbH committed to paying an annual flat tax of 100,000 DM to the
Bavarian Ministry of Finance. This included the Tietz family’s share of tax of
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25,000 DM per year, which Karg was also to withhold in advance from the reve-
nue share for lease compensation to the previous owners. In total, the German
tax burden of the family members amounted to a moderate 500,000 DM over a
twenty-year lease period.%® Hertie GmbH, as the operating company, assumed
three quarters of the annual burden, i.e. the remainder of 75,000 DM per year,
and thus took on a proportionate share of the land charge and value adjustment
levies (Wertbesserungssteuer) of the Tietz family, who were now able to take
over their properties largely free of encumbrances.®* This approach consequently
concealed additional restitution payments from the group to the family amount-
ing to around 1.5 million DM.55 However, this concession also paid off for Hertie,
since in return it also received preferential tax treatment from the Bavarian tax
authorities. The latter agreed that Hertie could record the interest payable on the
capital value of the debts as well as property taxes and equalization levies as busi-
ness expenses and thus make them tax deductible. In addition, the value of the
Munich department store’s business equipment was permitted to be increased to
seven million DM and depreciated annually at ten percent. In this way, the resti-
tution payment was subsidized by the Bavarian state in terms of taxation in the
long term.*® The authorities involved actively worked to balance the claims and
obligations of those involved through this preferential treatment. However, it
would take until autumn 1949 until all the technical questions had been clarified
and the conditions for signing the settlement had been created.

The Settlement with Hertie in 1949: Restitution by Leasing

On October 10, 1949, Hertie GmbH and the Tietz family concluded the restitution
settlement before the Upper Bavarian Restitution Authority, which was compre-
hensively documented in the text of the contract and the minutes of the meeting.
Georg and Martin Tietz, their legal representative Siegfried Neuland and Fritz
Mosse for the estate of Betty Tietz attended the meeting on behalf of the appli-
cants. Hugo and Elise Zwillenberg were represented by their Diisseldorf lawyer
Walter Schmidt. Hertie was represented by Otto Lenz and Georg Karg as well as
his son Hans Georg, who had previously been involved in the negotiations at cer-
tain points.®’ In addition to Hertie GmbH and its eight real estate companies,
Union Vereinigte Kaufstdtten GmbH in Munich joined the proceedings. The com-
pany was specifically founded by Hertie before the contract was signed in order
to take over the processing of payments and the implementation of tax agree-
ments as a holding company based in Bavaria. Hertie GmbH - “Hertie East” —
also transferred its department store operations in Munich, Stuttgart and Karls-
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ruhe with all assets and liabilities to the Union GmbH - also referred to as “Hertie
West” in the contracts — in order to enable the settlement.%®

After a brief statement that they had reached a settlement on the requested
restitution claims, the participants enshrined one of the central points of their
agreement: the determination of the material, temporal, and spatial scope of ap-
plication. This gave the settlement a generalized character. In return for the set-
tlement of their claims, the Tietz representatives declared themselves willing to
waive all future claims within the scope of the current restitution legislation of
the western occupation zones and West Berlin.®® Such a clause was quite common
in the restitution proceedings for commercial assets in the 1950s and 1960s. On
the one hand, the general clause was intended to give those liable for restitution
legal certainty for the continued operation of their business. On the other, it was
often an indispensable way for applicants to speed up the proceedings and avoid
being forced into decades of legal disputes by the defendants.”® Accordingly, the
participants stipulated that the restitution authorities in Hamburg, Berlin, Frank-
furt am Main, and Wuppertal would also be informed of the settlement. The resti-
tution applications submitted in parallel in these other cities were thus deemed
invalid.”

At the same time, the parties unanimously requested that all property control
measures against Hertie be lifted, the accounts unfrozen, and the restitution notes
deleted from the land 1registers.72 However, both sides refrained from commenting
on the circumstances of the “Aryanization” and thus on the behavior of the defend-
ants under the conditions of the dictatorship. Consequently, there are repeated ex-
amples in the text of the settlement in which the parties asserted that the events
were solely due to the discriminatory political circumstances or “the tragic condi-
tions for Jews in Germany””® under the Nazi regime. However, exempting the pur-
chasers from moral responsibility in this way in order to reach an agreement was
apparently out of the question. In the settlement itself, the general stipulation was
simply stated: “The Tietz family guarantees that the subsidiaries that remain with
it or that were later founded by it will waive any kind of claims for reimbursement
against Hertie and its subsidiaries.”’* Proceedings against third parties that would
be brought based on the contracts of 1933 and 1934 were to be discussed in advance
with Union GmbH in Munich and approved by it. At this level, Hertie and the Tietz
family declared that they wanted to work together in the future not only as opera-
tors and tenants, but also on future issues of reversing ownership in the depart-
ment store sector. The joint approach in the Viktoria case was, therefore, to serve
as a model.

The parties found a similarly cooperative solution with regard to the still
open question of how to deal with the currently inaccessible property in the area
of the Soviet occupation zone. Due to the circumstances, they agreed in advance
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on a settlement solution based on the model of a land swap. In the course of this,
the Alexanderplatz property was to serve as compensation for all other Berlin
properties owned by Tietz, while the house and land on Frankfurter Allee in Ber-
lin were intended as restitution for all other claims in the greater region of the
so-called Eastern Zone. As soon as an option to regain these properties arose, they
agreed to inform each other and pursue their interests together.”

Tab. 12: Properties returned according to the settlement of October 10, 1949.7

Location Address Property type

Munich Bahnhofplatz 7 department store
LuitpoldstraRe 9 residential building
Luitpoldstralle 10 residential building

Stuttgart Konigstrale 27 department store
Konigstrale 29 department store
KonigstraRe 112 department store
Schmale Strale 6 residential and commercial building
Steiermdrker StraRe 5 warehouse

Karlsruhe KaiserstralRe 92 department store
Zahringerstralle 79 warehouse
HerrenstraRe 7 residential and office building
HerrenstraRe 9 residential and office building

The focus of the settlement was the detailed procedure for how the claims for res-
titution were to be fulfilled. As already stated in the preamble, this was done in
two steps: firstly, the return of the southwest German properties, and secondly,
the leasing back to Hertie GmbH.

In the course of the direct restitution transfer in kind, a total of twelve, par-
tially connected properties from the possession of Hertie-West were transferred
to the ownership of the Tietz family (Table 12).”’

Within the group of those entitled to reimbursement, the family agreed on a
distribution key according to which Georg and Martin Tietz each received 35 per-
cent and the Zwillenbergs 30 percent of the ownership shares. The land register
entries were made accordingly. In a memorandum signed on the same day as the
settlement, the family agreed to pursue and manage the claims and obligations
arising from the restitution agreement in a harmonious manner.” If it were nec-
essary for the family to make joint statements, claims, or approvals for the resti-
tution process, it would be sufficient for two authorized members or heirs from
the three family groups of the two brothers Tietz and Hugo Zwillenberg to give
their consent.” This was intended to make it easier to coordinate with one an-
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other and to act in unison towards Hertie. However, as will be shown later, this
well-intentioned arrangement was to cause problems as early as the 1950s. In
order to facilitate the financial settlement of the resolution contents, joint ac-
counts were set up for the most part at the Bayerische Vereinsbank. The former
secretary and trusted “right-hand woman” of Georg Tietz, Charlotte Kiicher-
Eigner, was to coordinate the implementation on-site in Munich and to receive
the necessary legal powers of attorney from the family.®

In a second step, the “new old” owners established a comprehensive usufruct
right over the returned properties in favor of Union Vereinigte Kaufstdtten GmbH
in Munich. The lease was anchored for a term of 20 years until June 30, 1970. On
the date of the settlement, Hertie committed itself to a one-off payment of 130,000
DM. The further restitution payments were made in the form of rent, staggered in
quarterly installments, which increased in two stages from July 1, 1950 to June 30,
1960 and from July 1, 1960 to the end of the contract term in 1970.%

The extent of the lease obligations was also divided into three categories
based on the type of use of the property. The highest lease rate was estimated for
the most valuable properties with department store development. Hertie paid the
Tietz family two percent of the turnover of the three department stores in the
first decade and 2.5 percent in the second decade for their continued use.®* All
parties to the settlement, including the tax authorities, made a rough estimate
that future annual turnover would be around 50 million DM with an interest rate
of up to seven percent. This calculation could at the time only be based on an
extremely poor forecast, to which Georg Karg had raised objection in advance.®*
In order to protect the Tietz family’s claims for reimbursement against loss of
sales, a clause was introduced that guaranteed them a minimum annual lease
payment of 600,000 DM in this negative case. Given the indeterminable entrepre-
neurial risk, it was agreed that the lower benefit limit would be twelve million
DM by 1970. In the positive case of prosperous consumer development, the scale
was open at the top.®*

The rents were lower in the second category of property, residential and com-
mercial buildings. The owners initially received a third of the turnover, i.e., the
rental income. For the corresponding Karlsruhe properties, they even waived
payments, as Hertie in return assumed all taxes, the costs of adequate building
insurance, and all applicable burden equalization payments. For the third group,
the warehouse properties, it was only stipulated that a local rent should be paid.
If agreement could not be reached on the amount, the Chamber of Commerce
was to be called in as an expert.®> While the family viewed their ownership of the
residential and warehouse properties as a long-term capital investment that
could be sold at a profit after the lease expired, the sales shares in the department
stores formed the actual basis of the refund as a largely tax-free and continuous
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property annuity. In order to ensure that their property retained its value over
the next 20 years and thus create the conditions for an increase in sales and con-
tinuous rent payments, the Tietz family contributed financially to the necessary
construction and maintenance costs. However, they left the practical implementa-
tion of these measures to the responsibility of the tenant. In the first phase, the
family waived half of the turnover-based rent. At the same time, Hertie committed
to investing this one percent of sales directly in modernization. The Tietz family
had to be informed of all construction measures that changed the value of the
houses and demanded that a concrete investment plan be submitted for approval.®
A clause on the exclusion of competition served as a further component to secure
the reimbursement payments. Hertie undertook not to operate any new depart-
ment stores in Munich, Stuttgart and Karlsruhe during the lease period without
first obtaining permission from the Tietz family. All subsidiaries in which Hertie
owned more than 50 percent were also to be subject to this requirement.®” The ban
protected the right to a share of sales because it prevented Hertie from relocating
its business from the traditional branches to specially founded competing compa-
nies and thus circumventing its obligations. In addition, this left the family open to
operate the department stores themselves again after the lease expired without en-
countering strong competitors in their immediate vicinity. The exclusion of compe-
tition thus guaranteed the preservation of the value of their properties and the op-
portunity to become active in the department store sector again.®® For Hertie,
which agreed to this clause quite unhesitatingly in 1949, the competition clause
would prove, sooner than expected, to be an obstacle to further growth and diversi-
fication of the group.

When the initial “small prosperity” in the Federal Republic of Germany in
the 1950s developed into a sustained drive towards a modern mass consumer so-
ciety, the department stores profited greatly. New department stores from com-
petitors were built everywhere. At the same time, low-price chains were winnig
new customers.”® From 1952, Hertie also planned to expand its retail space in the
major cities of southwest Germany with its low-price chain bilka. From the mid-
1950s onwards, this situation was to lead to growing dissonance with, and within
the Tietz family.

At first, however, the department store boom also had a very positive effect
on the Tietz family. The strong growth of the group was reflected in an increase
in sales of the leased Hertie department stores, which quickly exceeded expecta-
tions. The lease payments were correspondingly higher. The sales figures of the
three businesses in 1950, at around 47 million DM, were only roughly equivalent
to the 50 million DM range that had been used as a benchmark for comparison.
In 1951, total turnover was already over 80 million DM, and in 1954, it exceeded
the 100 million mark level for the first time.” In 1961, at the start of the second

89
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lease phase, turnover totalled 188.5 million DM. In one quarter alone, business
income reached the long-outdated assessment rate.’* As a result, the restitution
payments for the Tietz family also quadrupled. Around 4.5 million DM (1961)
were transferred to their joint accounts annually on the basis of the now 2.5 per-
cent shareholding. In addition to this, there was the rental income for the residen-
tial buildings and warehouses.” The family clearly benefited from the sharply in-
creasing sales during the years of the “economic miracle.” But Hertie also had no
problems paying off its now significantly increased compensation payments,
since they were easily financed from the growing profits.”*

Harmonies and Dissonances: The Implementation of the
Settlement

From 1955 onwards, the initially calm settlement was overshadowed by the first
conflicts, which moved increasingly from the relationship with Hertie into Tietz
family relations. The trigger and driver of the dissonances was the legitimate and
economically understandable interest of the department store group in clarifying
at an early stage what would happen to the Tietz family’s property after the leases
expired, and also from its urgent, growing desire to relax the competition clause
in order to adapt its sales areas to the increasing demand.

Georg Karg, now 67 years old, had been working intensively on key issues
concerning the future of his company since the early 1950s. After the settlement
had stabilized the uncertain legal situation of Hertie, and the inglorious past was
now to be put to rest, Karg implemented an aggressive expansion strategy by tak-
ing over the Wertheim Group, Hansa AG, and many other, mostly family-run de-
partment stores, in order to make his company more competitive in the growing
competition within the industry. The integration of the new parts of the group
urgently required a reorganization of the company structure. By establishing the
Karg Family Foundation in 1953, the Hertie boss cleverly combined this task with
the arrangements for his own estate and the upcoming succession. Under the um-
brella of the company-affiliated foundation, he reorganized the individual operat-
ing and real estate companies, directed the inflow and outflow of profits and capi-
tal, and secured the financial security of his family.”> Karg’s goal of addressing
the outstanding questions from the restitution agreement with the Tietz family
also fell within the context of these future plans.
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Preemption and Expansion: Future Plans in the Corset of Restitution

In the summer of 1954, Karg began negotiations with the Tietz family about the
implementation or mitigation of the two contract points. After the death of Georg
Tietz in 1953, however, he encountered a new, more complex structure of a com-
munity of heirs in which it was more difficult to coordinate common interests. As
part of the inheritance settlement of Georg Tietz’s estate, his wife Edith, his son
Herman, and his daughter Rosli (Roe) Jasen took over the 35 percent lease claims
of the family branch from the compensation settlement on March 16, 1955. Edith
received three-quarters of the inheritance share (26.25 percent), and the children
each received one-eighth (4.375 percent). Edith Tietz also disposed of her hus-
band’s estate as executor by power of attorney from her children.’® She thus be-
came Hertie’s contact person alongside Hugo Zwillenberg and Martin Tietz, who,
as the new “senior” of the family, was now increasingly taking the lead in the up-
coming negotiations with Hertie.”’

Only a short time after the Georg Tietz estate had been settled, Georg Karg
and Hertie managing director Dr. Guido Schell approached Edith Tietz and made
known their desire to agree as quickly as possible on a pre-emption right for Her-
tie addressing the southwest German properties. Karg had already had initial dis-
cussions in this direction with Martin Tietz and Hugo Zwillenberg, and there was
soon agreement that the restitution agreement had to remain untouched. Conse-
quently, the resolution could only be a precautionary arrangement regarding the
whereabouts of the ownership shares after the leases expired. The only viable so-
lution for such an undertaking turned out to be that the Tietz family would make
an early purchase offer, which Hertie could only legally accept by July 1, 1970.
Whether and under what conditions the three Tietz groups were prepared to
make such a sales offer had to be clarified individually with the respective con-
tact persons. This also applied to Georg Tietz’s community of heirs, which now
consisted of three so-called fractional owners. Since Edith Tietz had no objection
to an advanced settlement, the testamentary representative had the necessary
purchase offers prepared individually for her and her children. From a purely
technical point of view, the procedure was to be carried out via a preliminary
entry of transfer for Hertie in the land register and the entry of an owner’s mort-
gage. The deposited mortgage was, in turn, to be acquired in trust by the Hambur-
gische Kreditbank and paid out to the share owners.”® The drafts, which were
available at the end of March 1955, directed the purchase offer to the Westelbi-
sche Grundstiicksgesellschaft mbH, a Hamburg real estate subsidiary of the Her-
tie Group. With an estimated total value for all the properties of around
26 million DM, the agreed selling price for the three inheritance shares was
5.7 million DM. The purchase price was to be divided accordingly among the par-
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tial owners of the family branch. In addition, Hertie was to reimburse the pay-
ments that had been invested in the redesign of the commercial buildings up to
1955 at the expense of the Tietz family. This corresponded to a further equivalent
of around 1.5 million DM.*°

When it came time to actually finalize the pre-purchase agreements that were
ready to be signed, differences of opinion arose within the Tietz family as to how to
deal with Hertie’s request. Criticism and skepticism, particularly on the part of
Rosli Jasen, Herman Tietz, and their uncle Martin, were not so much directed at the
actual purchase option, but rather at a side agreement that Georg Karg had initi-
ated in individual discussions with Edith Tietz. The draft contracts of the Georg
Tietz heirs had already included a clause that would allow Hertie to use the adja-
cent properties of the southwest German department stores to expand the retail
space during the modernization process. The family was largely positive about this
plan, as larger sales areas would also lead to higher sales, from which they would
benefit directly. But now Karg also asked the family for permission to build an ad-
ditional department store in Munich under the label of Hertie’s own bilka brand.
Although such a store in terms of its low-price range was not in direct competition
with the much larger “all-round suppliers” under the Hertie name Union, the plan
clearly violated the exclusion of competition clause in the 1949 settlement.’®® Mar-
tin Tietz warned Georg Karg not to mix up these two central issues and to ensure a
consistent flow of information for all parties involved. Herman Tietz and his sister
even refused to cooperate on principle under these conditions.

Rosli Jasen, usually represented by her authorized husband Kurt, made her po-
sition clear by deliberately withholding her mortgage declarations, which had to be
deposited in order to conclude the pre-purchase agreement. The Hertie side reacted
angrily to this pressure. In particular, the sharply worded demands of the manag-
ing director Schell to sign the papers further poisoned the atmosphere. He wrote
in November 1955: “We hope that you will fulfill your obligations in the interests of
continued good cooperation, but we would like to leave no doubt that we will aban-
don our previously always accommodating attitude towards the relatives of Mr.
Georg Tietz if you do not keep the obligations you have entered into with us.”**!
Rosli Jasen then turned to Georg Karg personally. She made it clear that, given that
negotiations were being conducted using ultimatums, she was not prepared to con-
tinue to correspond on the matter: “This form may be successful for others, but
under these circumstances I refuse to make any statements, no matter how insig-
nificant. If you wish that the contracts concluded between me and the Westelbische
Grundstuecksgesellschaft m.b.H should be cancelled, I am happy to negotiate how
this can best be done.”’* Obviously personally hurt, she added: “I am the daughter
of Georg Tietz and the granddaughter of Oskar Tietz, the founder of the company
whose name Hertie you still bear with pride today.”'%?
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It is clear that Hertie, from the now self-confident position of a growing large
corporation, treated the Tietz family more and more as ordinary contractual part-
ners who were to be induced to act through pressure. This lack of sensitivity had
a degrading effect on those affected, whose memories of “Aryanization” and per-
secution were still very vivid.

At the same time, in the autumn/winter of 1955, Résli sought close contact
with her mother. In an extensive correspondence, she expressed her irritation at
their frankness in Hertie matters. In fact, Edith had just reported to her “dear
partners,” i.e. her brother-in-law Martin and Hugo Zwillenberg, that she had no
objections to new buildings being built in Munich, Stuttgart or Karlsruhe. The
only thing that still needed to be negotiated was how the Tietz community would
share in the turnover in this case.'®* At this point, the three representatives of the
family group had already received informal compensation offers from Georg
Karg. In them, he declared himself willing to give the Tietz family a one percent
share of future turnover.'® He rejected the accusation that his move was under-
mining the restitution settlement. Instead, he insisted on the relevant settlement
clause, which stated that the competition provision only applied to companies in
which Karg or other holders of Hertie shares owned more than half of the capital.
Since this was not the case with bilka, the company could not be assigned to
Hertie.'°® Rosli rejected the argument that bilka did not belong to the group —
quite rightly — as a clever ploy to mitigate the families’ claims and circumvent the
competition clause. In fact, a separate bilka company with appropriately adjusted
ownership structures was to be created in Munich. The Berlin-based holding com-
pany of the same name, however, was completely under the control of Hertie.'"’

With these developments in mind, Rdsli warned her mother against getting
too close to Karg and Schell. At the same time, she pointed out the potential finan-
cial consequences of being too lenient. Ultimately, she argued, it was not just
about appropriate compensation for the stolen assets, but more about preserving
the intellectual legacy that her ancestors had built up over the years before the
war. “Is the name Hertie or Union worth nothing?” she asked provocatively. If
you look at comparable cases, Rudolf Mosse, for example, received one million
DM and a 20 percent share of the profits just for the successor companies to be
allowed to continue using the name Rudolf Mosse Code for telegram encryption.
If they were to settle for no compensation or such a small one, “it would mean a
gift of many millions to Hertie.”'*® In all negotiations about expansions, it was as-
sumed that Hertie’s total turnover in the city in question would subsequently be
included in the calculation of the restitution payments. At the same time, she
asked her uncle Martin Tietz “to advise my mother with all her heart not to agree
to any changes to the original restitution contract drawn up by you and Daddy.”'*
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However, after intensive discussions within the family, Résli Jasen gave in
and finally signed the mortgage documents for the department store group’s pre-
emption offer in April 1956, a good six months after her mother. The purchase
price remained at 5.7 million DM, which was to be paid immediately, but only
half of this went to Edith Tietz and a quarter to each of the children, 1.425 million
DM.™ This deviation from the original distribution of the share ownership within
the community of heirs was not a concession to Herman Tietz and Rosli Jasen, as
might have been assumed at first glance. Rather, this branch of the family had
agreed in the inheritance settlement to raise the claims for the restituted estate
objects to the level of the German compulsory share.™

By giving in, the Jasen couple submitted to the majority wish of the family, at
least on this point. Overall, it proved to be a difficult task to balance the individual
interests and opinions of the six family members involved, along with their respec-
tive legal representatives in Germany and the USA. However, Martin Tietz was not
the only one who made every effort to act as a mediator, both internally and exter-
nally. Charlotte Kiicher-Eigner’s Munich “family office” became the secret hub,
where documents, drafts, and information were collected and distributed. This is
where the payment statements were prepared and posted, the monthly sales and
investment reports were received, and the numerous trips and telephone and per-
sonal meetings of the various family members with the Hertie management were
coordinated. As the at least partially preserved correspondence documents for
the second half of the 1950s show, the intensity of the dialogue within the family
and the frequency of the exchange with the Hertie Group was extremely high, espe-
cially during the heated phases of the negotiations. Personal consultations took
place monthly, sometimes weekly, to which the Tietz family traveled from their
homes in the USA, Switzerland, the Netherlands, or Berlin. In addition, contact was
maintained primarily through short letters, which Charlotte Kiicher-Eigner regu-
larly exchanged with Edith Tietz in New York, for example. The private secretary
was more than just a dutiful employee. For ‘Mr. Martin” and Messrs. Zwillenberg
and Jasen, she acted as an informal but distant contact person, for Rdsli Jasen and
especially Edith Tietz, as a close confidant and sometimes also a sounding board.™
Through this method of communication, the family initially managed to maintain
the goal it had agreed on in 1949, to act with a healthy degree of unity towards
Karg and Hertie and, as happened in this case, to have a collective disciplinary ef-
fect. However, this did not mean that the individual family groups did not also
come to their own agreements with the company in the negotiations. And thus,
shortly after Edith, Martin Tietz and Hugo Zwillenberg also came to an agreement
with Hertie about the future fate of their land shares after the lease. The Zwillen-
bergs likewise agreed to sell their properties to Hertie as a whole package for at
least 7.5 million DM."
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Martin Tietz chose a different path. On February 18, 1956, he made Georg and
Hans Georg Karg an offer to extend the usufruct provision until December 31,
1985. In return, the lessee, Union GmbH, would pay 1.1 percent of the annual turn-
over of the buildings, but at least 700,000 DM annually. Martin Tietz clearly
planned to keep this property in his own hands for himself and his heirs and to
continue working with the Hertie Group. This supposition is further supported by
the fact that he also obliged Hertie to offer him co-ownership as soon as the com-
pany expanded its business premises in the cities or opened new sales outlets."*

The emerging tensions from these critical decisions could only be calmed for
a short time. The reason was that Edith Tietz, in consultation with Martin Tietz
and Hugo Zwillenberg, decided to approve the controversial extension agreement
in Stuttgart. Karg’s primary concern was to open a restaurant area for the Union
department store in an adjacent commercial building."”® The Jasen couple inevita-
bly felt ignored. In their role as joint owners, they also demanded to be heard in
all negotiations and decisions. The conflicts thus led to an obvious weakness in
the restitution agreement: namely, a personal and thus uncertain regulation of
the powers of attorney for legal representation on the Tietz side. Edith Tietz, as
the executor of her husband’s will, saw herself as authorized to represent her
branch of the family in accordance with the settlement agreement together with
her brother-in-law and Hugo Zillenberg. It was stated there that the consent of
two of the three former owners of Hermann Tietz OHG was sufficient to make
joint statements. The Hertie management also followed this opinion, accepting its
important negotiating partner as the authorized representative and sole repre-
sentative of the community of heirs, certainly also for pragmatic reasons.™®

Rosli now fundamentally doubted this interpretation. In far-reaching deci-
sions that affected the interests of all owners, every member, she felt, should also
be able to exercise their right of consent. Legally, after Georg Tietz’s death, an
undivided community of heirs took his place. The decision-making rights were
therefore indivisible, and had to be exercised individually by the three heirs.""” In
her opinion, the executor’s authority only extended to the movable parts of Georg
Tietz’s estate still in Germany, but not to the immovable assets.™®

Despite this objection, the Jasen couple ultimately did not openly oppose the
Stuttgart project. Nevertheless, the different positions would prove to be a heavy
burden for the debates that would arise in the following years about the opening
of a bilka department store in Munich.
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Fig. 37: Union department store in Stuttgart 1954.

Frictions and Factions: The Battle over the Details of the Expansion Plans

In the summer of 1958, the Jasens again turned to Georg Karg. This time with the
message that they had learned from a third party that Hertie was continuing to
negotiate new department store openings behind their backs. They made it un-
mistakably clear that they would treat any kind of agreement without their ex-
press consent as a violation of the restitution agreement. Karg must have taken as
a threat the suggestion that in such a case the couple would also declare the pre-
purchase agreement concluded in 1955/56 null and void.™

In addition, Rosli Jasen rejected her mother’s offer to clarify the distribution
of rights and obligations within the community of heirs. She rejected the revised
draft of an inheritance settlement because Edith as the executor of the will of her
husband still wanted to take the lead in dealing with Hertie. The co-heirs were
only to be granted a limited right to information and consent. Instead, Rdsli Jasen
tried to have all the powers of representation that she had given her mother in
1955 revoked.'?® The Munich Regional Court, which intervened, followed her argu-
ment that there was a risk of overstretching these powers in the sense of a perma-
nent testamentary execution. However, the Stuttgart Land Registry rejected an
application to delete the note on the testamentary execution as unfounded.’*
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Due to this uncertain situation, Hertie began to enter into negotiations di-
rectly with the couple Jasen and Herman Tietz about the conditions under which
they would be prepared to give up the competition clause in general or in individ-
ual cases without violating the 1949 contract.’®® Both Karg and his legal advisors
were aware that the Jasens could permanently block all of his future plans. How-
ever, the mood in which the talks were held continued to deteriorate. When Her-
man Tietz repeated his expectation that in return for approval at the usual rates
they would receive a share of the group’s total urban turnover, he received the
flimsy answer from Guido Schell, “this is illogical because the existing houses are
the property of the Tietz family and the new houses to be built are the property
of Hertie or its subsidiaries.” If the company did not agree with the one percent
increase in sales remuneration offered by the group, he repeated his position,
“we would have no other option [. . .] than to set up a company in which Karg
would not have a stake of more than 50 percent.”'* This reaction from Hertie
showed less a willingness to respect the statutes of the restitution settlement in
the intended sense than to circumvent them."**

The community of heirs’ tone in dealing with each other also became sharper
in the winter of 1958. It should be noted that Edith Tietz and her children were in
fact able to separate business and private matters. In the substantial correspon-
dence there are many passages — familiar greetings, inquiries about their well-
being, or descriptions of everyday life — that suggest a friendly relationship. In
the matter at hand, however, the respective viewpoints were expressed in an un-
varnished manner. It is to be assumed that large parts of the legal texts were pre-
formulated by legal representatives or by Kurt Jasen. When asked about the con-
flicts in a personal interview by the authors of this book, Rosli Jasen confirmed
this assessment with the pragmatic statement: “Some had their own lawyers,
others had theirs. So we always came to a solution with Hertie and among
ourselves.”'® In this sense, the emotions were directed less at the family than at
Hertie’s behavior. Suspicion was completely foreign to her mother, according to
Rosli in 1959. The Hertie Group had exploited this leniency through its one-sided
negotiation:

It is my conviction that the real differences are not between my mother and me, but be-
tween your interests and mine. Since you have complete influence over my mother through
her advisors and lawyers, and since I refused to give my unconditional consent to all of
your measures, you have tried to negotiate exclusively with my mother and exclude me. As
you know, I have received various complaints about your accounts, and I drew your atten-
tion to them [. . .] Above all, however, I refused to give my consent to an agreement that
would give Hertie the right to open a new building in Munich without adequately protecting
the interests of the property owners of the existing buildings."®®
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The impression of Georg Tietz’s children was that Hertie, in the person of Guido
Schell, was trying to drive a wedge between the family members. Their mother did
not have enough business experience to be able to form her own opinion, espe-
cially in legal matters, said Résli Jasen.”?” Viewed differently, their mother, but also
Martin Tietz and Hugo Zwillenberg, had a good degree of trust in Georg Karg and
his advisors. This in turn suggests that, despite their difficult shared past, a respect-
ful closeness developed. In internal correspondence with Charlotte Kiicher-Eigner,
Edith Tietz confirmed this impression. She said that in the last difficult months she
had “constantly stood up for one thing: namely the inviolability of Karg and that of
my representatives.”*

Against this background, Edith Tietz felt compelled to take a step that would in
no way lead to a deescalation of the situation. On February 20, 1959, she informed
her children that she had decided to make use of her right as executor of her hus-
band’s will as a means to reach a settlement of her inheritance and the claims
against Hertie. “I will pay you out accordingly. [. . .] In the hope that all disagree-
ments between us have now been resolved, I am, with warm regards, your mom.”?
According to a valuation report by the Berlin Treuverkehr-Deutsche Treuhand AG,
she set a sum of 2.69 million DM as the settlement amount, half of which she trans-
ferred to the accounts of each of her co-heirs without being asked to do so. She had
received the money for this move as a loan from Georg Karg. The Treuhandverkehr
was selected on the recommendation of Guido Schell, and was therefore a closely
coordinated measure.™* This explanation of her actions is also supported by the fact
that Edith Tietz and Hertie had a new pre-purchase agreement notarized on the
same day. With this agreement, Edith Tietz, as the presumed sole owner of the
35 percent shareholding, transferred all remaining claims, rights and obligations
from the restitution settlement to Hertie as of July 1970. This step was also to be
carried out immediately in the event of her premature death.”' The aim was to
bring the long-stalled attempts to clarify the pending questions of subsequent own-
ership to an end.

Edith’s daughter initially reacted angrily to this move. She expressly declared
that she did not agree to the settlement of her current claims. There was no pas-
sage in her father’s will that would legitimize such a step. Instead of the stated
intention of reaching an amicable agreement, it was more likely that “I should be
kicked out.”**? She immediately returned the severance payment.'*

At the same time, Kurt Jasen also turned directly to his mother-in-law. His
criticism was well considered, and he was particularly concerned that Hertie and
a very obviously biased trust company were behind the action. Even if a one-off
payment were considered, the calculations of the severance payment were bi-
ased, since the claims still outstanding up to 1970 had only been calculated on the
basis of current sales; neither the expected increase in sales nor a potential ex-
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pansion of Hertie branches was taken into account.* These were arguments that
also hold up when looking back at a historical analysis, since an insufficiently
specified future component was added to the contemporary value of the claims at
the end of the 1950s.*> A more precise calculation would have put the individual
claim value of the fractional owner alone at around 2 to 2.3 million DM. With this
in mind, the Jasen couple were once again concerned that their mother and
mother-in-law were being taken in by Hertie. At the same time, however, the Ja-
sens were open to personal discussions so as not to place additional strain on
their private family ties.'*

Outside of Georg Tietz’s branch, the family did not initially appear to be per-
manently divided - on the contrary: Edith and Martin Tietz as well as Hugo Zwil-
lenberg now also apparently found a basis for reaching an agreement with Hertie
on the upcoming future issues. On April 9, 1959, they jointly approved Hertie’s
opening of an additional bilka branch in Munich. For this concession and as com-
pensation for possible loss of sales that could potentially arise in the local Hertie
department store due to competition within the group, Hertie paid the family an
annual sales commission of one percent of bilka’s revenue, which was expected
to add up to a minimum of another 100,000 DM per year. The only requirement
was that the sales area of the new department store be limited to 5,100 square
meters.”®” Legally, this agreement initially constituted an exemption from the
competition clause of the reimbursement settlement and thus had no precedent
for possible further expansion projects. Certainly, as Charlotte Kiicher-Eigner de-
scribed it, the negotiations were tough and, not least due to the disagreements
within the family, also put a strain on the health of Martin Tietz, who was trying
to moderate the negotiations. Nevertheless, an agreement acceptable to both
sides was reached (Fig. 38).%®

Behind the description of difficult conditions lay the fact that the conflicts be-
tween Hertie and the Jasens continued with unabated intensity in 1959. Hertie ap-
proached the Jasens and Herman Tietz with new offers of negotiation. Their aim
was above all to clarify the fundamental question of which of the heirs had the
legitimacy to exercise the rights and obligations of the settlement. Bruno Klein,
the Berlin-based legal representative of Hertie GmbH, was already in March 1959
no longer ruling out filing a declaratory action in order to resolve the simmering
conflicts of representation in a way that was legally sound.”*® The positions were
clear and hardened. Rosli Jasen continued to doubt her mother’s right to repre-
sent her, refused to accept the new inheritance settlement and considered any
expansion of the department store without her consent and an adequate 2.5 per-
cent share of the sales to be a breach of the law."° She, for her part, openly toyed
with the idea of taking legal action against the Hertie management. In prepara-
tion for this, she commissioned a comprehensive legal report from a Hamburg
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Zwlschen der Hertie Waren-und Xaufhaus GmbH und der Pamilie
Tietz wird hierdurch folgendes vereinbart:
Die Familie Tietz und zwar

l. Frau Edith Tictz
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Fig. 38: Approval contract for the construction of a bilka branch in Munich, April 9, 1959.

professor at the Max Planck Institute for Foreign and International Private Law,
Prof. Dr. Délle, to substantiate her position.'*! In doing so, she also had the assess-
ment basis and the practiced method of paying out the sales share via a joint ac-
count of the executor of the will, meaning Edith Tietz, examined. The background
to this was that with the initial payment from her mother that she had rejected,
no more payments from the settlement were made to her. What was to prove par-
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ticularly unfortunate for all those involved, however, was that the legal opinion
was followed by a new discussion of whether the settlement payments were actu-
ally legally lease payments or restitution payments. Simply by raising this ques-
tion, not only the implementation of the settlement was now in question, but also
the tax agreement with the Bavarian tax authorities."** Hertie, in the person of
Guido Schell, asked for restraint on this point, even if his company itself was not
affected by this tax issue:

However, as you yourself probably know, there is a very great danger for the Tietz family if
your opinion were to be accepted as correct, because then of course the tax benefits [. . .]
would, in our opinion, be retroactively cancelled and thus the members of the Tietz family
would have to pay taxes on all of these payments; the consequences that inevitably arise
with regard to foreign taxes should also not be overlooked.'*

Hertie now sought above all to calm all parties down so as not to lose the Jasens
at the negotiating table. The management repeatedly asserted that “we have no
reason to exclude you.”** In June 1959, the first cautious rapprochement began.
The Jasen couple indicated that they could imagine dropping their claims if the
compensation was recalculated and appropriately based on Hertie’s growth
potential.'*® Just when their diplomatic efforts were beginning to bear fruit, Her-
tie counteracted their efforts with a move that temporarily put a great strain on
relations with the entire family.

The trigger for the argument was a construction fence near the Stuttgart
train station. While traveling through Stuttgart on his way to Switzerland, Kurt
Jasen discovered a large construction site with a poster on the roadside indicating
that Hertie was the developer. The other family members were informed and
Charlotte Kiicher-Eigner was asked what this project was about. It turned out that
a new department store was being built for a “Kaufstatten flir Alle, Zweignieder-
lassung Hertie Waren- und Kaufhaus GmbH (KfA).” A single-storey branch of this
Hertie offshoot had already existed in Stuttgart before the settlement was con-
cluded, and was therefore not taken into account as an existing property by the
negotiating parties in 1949. The company had been founded in 1945 by two local
merchants and had initially been temporarily housed in the so-called Wilhelms-
bau from 1948 onwards. Shortly afterwards, the KfA was absorbed by Hertie. 4
Hertie managing director Schell had informed the Tietz family in passing, via
Charlotte Kiicher-Eigner, in mid-1959 that the KfA was planning to move to mod-
ern premises. But the family was now extremely surprised that “the small KfA”
had now been moved to a large, multi-story building in a central location.*’ In an
internal memo, their private secretary sensed the consequences: “One thing is
certain: something is now starting to happen again, the extent of which cannot be
foreseen. I am also under no illusions that terms such as ‘betrayed,” etc. will be



Harmonies and Dissonances: The Implementation of the Settlement =—— 207

immediately at hand; they are just waiting to pin something on us.”**® This subor-
dinate clause was primarily intended for Kurt Jasen, who had warned of this sce-
nario.

But this time he was not the only one who was outraged. Martin Tietz and
Hugo Zwillenberg demanded their consent to such a large project and indicated
that they were prepared to take legal action.'*® Edith Tietz felt exposed if “it is
now wrong or appears to be wrong”*® that she had always defended Georg Karg
as a reliable contractual partner. Legally, the Tietz family could hardly do any-
thing against the project, but they now showed much more distance to the Hertie
team and found a new sense of unity. This was especially true within the Georg
Tietz Group. On the initiative of Martin Tietz and Hugo Zwillenberg, the family
entered into initial talks with Georg Karg and the legal representatives of both
sides in the spring of 1960. This time, however, all authorized representatives and
also the fractional owners were to be included in the negotiations. Even if it was
ultimately not legally clarified whether the relocation of the KfA required such a
permit, Hertie agreed to the negotiations. The motivation was certainly that the
rights of representation were still unclear. In addition, the department store
group was very interested in not having to fight through each future investment
program individually in lengthy procedures. In the medium term, a blanket
agreement for all Hertie, KfA or bilka projects was the goal.

In June 1960, Director Schell presented the representatives of the opposing
party with a draft agreement on the KfA case. In accordance with the established
distribution key, they were to receive a share of the turnover of the department
store at Stuttgart Central Station in three stages: up to an annual turnover of
30 million DM, an amount of 100,000 DM, an additional two percent of turnover
exceeding the 30 million DM mark, and 2.5 percent annually above the 40 million
DM turnover.™

The agreement had been prepared in numerous direct negotiations in Berlin
and examined by the lawyers of the authorized representatives. As can be seen
from internal letters, the family’s requirement was that all other groups and indi-
vidual owners accepted the same arrangement. Martin Tietz and Hugo Zwillen-
berg viewed the signing of the oral agreement as a formality and signed it. Edith
Tietz hesitated and waited for the written consent of the Jasens. They initially
complained about the detailed wording and finally demanded that the KfA agree-
ment include their own, subsequent arrangement for their share of the sales for
the Munich bilka building.”®* This time, Edith showed solidarity with her children,
so as not to completely cut the ties in business matters. This, however, arroused
the displeasure of her two other relatives. Martin Tietz was disappointed that his
mediation efforts had apparently failed.
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“As senior boss, he has to experience that everything he does is meaningless
because Hertie is being put in a situation that rules out any further good coopera-
tion,” said Charlotte Kiicher-Eigner. “Conditions are being negotiated that bring in
ridiculous amounts, but a Bilka in Munich [. . .] will not be built for that. [. . .] I
openly admit that I no longer understand anything and now have only one wish,
andl that is not to be drawn into the dispute.””*® It could hardly be shown more
clearly how difficult it was to balance the interests of all those involved within a
complex family structure and how the family’s behavior varied between distance
and closeness to Hertie.

The reaction of the Hertie management was again rigorous and now also con-
frontational. In mid-September 1960, the director wrote directly to Rosli Jasen
that he felt compelled to withdraw from the agreement and compensation due to
her lack of consent. The newly opened department store in Stuttgart would no
longer be operated by the established Hertie branch “Kaufstatten fiir Alle” but by
a newly founded “KFA Warenhaus GmbH.” Georg Karg was no longer involved in
this company. The company’s capital, however, was held 50 percent each by
Hans-Georg Karg and Brigitte Grafin von Norman.™* It was obvious that this was
an extremely flimsy step, with which the department store group resorted to the
option it had already announced to the family several times, namely to eliminate
the competition clause in the restitution settlement by other means. The owners
of KfA Warenhaus were Karg’s children, his son worked for Hertie GmbH, and
both were beneficiaries of the Karg Family Foundation. “With these interlocking
provisions,” commented a lawyer for the Jasens, Hertie “still can not escape its
obligation under the competition ban in section F I; the intention to circumvent it
is too clear.”™ In retrospect, however, it can be assumed that this was precisely
the department store group’s intention, in order to confidently demonstrate its
legal tools in the long-simmering conflict.

This toolbox also included an injunction filed in March 1961 against Rosli
Jasen, who was then summoned to the Munich Palace of Justice. Barely 25 years
after her escape, the Tietz heiress was thus threatened with being brought hefore
a German court. The conflict over the implementation of the restitution settle-
ment had escalated.

From Legal Dispute to Consensus: Supplementary Agreements on Restitution

Hertie’s injunction was a sure signal that the negotiations over the representation
rights and expansion plans had reached a dead end. The Jasens were concerned
about their equal treatment and inclusion in the restitution settlement. Martin
and Edith Tietz made a sincere effort, in changing factions, to ensure that the
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stressful renegotiations with Hertie did not have a negative impact on their fam-
ily’s private life. They certainly had to demand their rights to information and
participation more often than they had expected from the company, which was
obliged to make restitution, but also eager to expand. Georg Karg and Hertie were
fundamentally keen to adapt the clauses of the settlement amicably to the chal-
lenges that they faced in the booming department store market. Nevertheless,
they did not shy away from defending their business interests by any means nec-
essary, when their expansion plans were threatened to be permanently handi-
caped. In the winter of 1960/61, Georg Karg and his son Hans-Georg, who managed
the Munich stores, were faced with a concrete dilemma. The start of construction
of the bilka building, which had been planned since 1955 with all building con-
tracts long since commissioned, was just around the corner. The Stuttgart KfA
business building had already opened. However, the Tietz family’s approval was
still pending, so the company had to push for a decision in order to achieve legal
certainty for both projects. Accordingly, the statement of claim accused the defen-
dant Rosli Jasen of deliberately blocking the opening of the bilka store, although
according to the restitution settlement two family branches had agreed to the
project. She was also obliged to refrain from opposing the relocation and expan-
sion of the department store company “Kaufstitten fiir Alle” in Stuttgart. As a
fractional owner, she was just as ineligible to demand immediate proportional
payments from the restitution settlement as she was to demand unilaterally in-
creased rents.”®

The Jasen side responded with a more than 30-page statement of defence and
applied to the Munich Regional Court to dismiss the case.”®” At the same time, the
defendant commissioned the respected Munich lawyer Rudolf Norr to represent
her and her husband in the dispute with Hertie. The first small success came
in July 1961. It was evidently in the ultimate interests of both parties not to let the
matter come to a final legal conclusion. It was therefore agreed to enter into per-
sonal negotiations with the Hertie management on July 4, 1961. The court date
scheduled for the following day was postponed until September in order to dis-
cuss the complex issues surrounding the right of representation, the construction
projects and the methods of invoicing the restitution payments as comprehen-
sively as possible. Guido Schell stressed that all those involved must now be con-
cerned with finally eliminating the ongoing dangers of objections in restitution
matters,”*® while Kurt Jasen noted in a letter to his legal representative that he
was prepared to reach a settlement primarily “because I do not want to further
worsen the relationships within the family.”*°

In the three months that followed, a veritable conference marathon developed
between the two negotiators, Jasen and Schell, during which Edith and Martin Tietz
as well as Georg and Hans-Georg Karg were also consulted personally. At the end
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of the meeting, there were several additional agreements to the restitution settle-
ment: firstly, two settlement agreements on the intra-family inheritance arrange-
ment, and secondly, interests of both parties not to agreement between Rosli Jasen
and Hertie. All of the papers were signed on the same day on October 26, 1961 — a
fact that once again shows the close connection between the problem areas.

The question of settling the Georg Tietz estate had already begun to move. Her-
man Tietz cashed out. He accepted the compensation offered to him two years pre-
viously for the outstanding lease payments and sold his shares in the department
store properties to Hertie for 3.925 million DM. The only exception to this was the
property used as a warehouse in Steierméarkerstrae, Stuttgart-Feuerbach.'®

In a first contract from October, Rosli Jasen assured Hertie that, on the basis
of a new inheritance settlement, her mother was now the only one authorized to
make statements in the context of the 1949 restitution agreement. At the same
time, the amount of her ongoing share of the sales turnover was modified by this
settlement. With regard to the pending legal dispute, it was noted in the agree-
ment process that their conflicts had primarily arisen from the previous form of
invoicing for the restitution payments.'®® Therefore, by mutual agreement, they
came to the understanding that the provision of services should be strictly simpli-
fied. With retroactive effect from October 1, 1961, Rdsli Jasen now received a flat
rate of five percent of all payments that Hertie made as rent to the other parties
to the contract. This rate was around 0.6 percent higher than before. This served
to cover future increases in performance, for example in the course of additional
building permits, and to guarantee a fair distribution within the Tietz family. No
one should be “worse off, but also not better off, than they were after the compen-
sation settlement,” was the credo.'® The payments due were now no longer to be
processed via the joint accounts, but paid directly to the Tietz heiress in order to
document her release in this way from the community of heirs.’®® In return for
this agreement, Hertie withdrew the lawsuit at the district court. The one-sided
focus of the settlement on these accounting practices had the advantage that both
contracting parties were not embarrassed to assess in legal or moral terms the
other party’s behavior in the various disputed points. This was a pragmatic ap-
proach, as had already been practiced in the negotiations of 1949. The introduc-
tion to the agreement concluded in parallel between Edith Tietz and Hertie
GmbH, in which the details of the updated inheritance settlement of the estate
community were notarized, now seemed much friendlier. The purpose of this
agreement, it was said somewhat euphemistically, was “that the harmonious co-
operation between the members of the Tietz family and Hertie involved in the
restitution settlement is maintained.” This was an expression of intent on which
future cooperation was to be based.'®



Harmonies and Dissonances: The Implementation of the Settlement =— 211

The core of the agreement was that Edith Tietz would in future be in charge
of all rights and obligations arising from her 35 percent share in the restitution
complex. She undertook not to sell her share until the settlement rule expired in
1970. If she died earlier or was unable to exercise these rights, they were to be
placed in the hands of her New York lawyer Richard C. Flesch, who was ap-
pointed trustee in consultation with Hertie and her daughter.’®® In this way, it
was documented that Rosli Jasen completely withdrew from the community of
heirs in this context. This step was also supported by the fact that she promised to
sell the property shares transferred to her to Hertie for a fee after the dispute
had taken place. This reduced the number of legitimate contacts for the depart-
ment store group to the already well-established circle of Hugo Zwillenberg and
Edith and Martin Tietz.'*®

The last component of this package of additional contracts to the original res-
titution settlement was the sale of Rosli Jasen’s share of the property to the com-
pany. In this case, it was not a purchase offer, but a concrete takeover contract
effective July 1, 1970. After Guido Schell had already declared the advance pur-
chase to be a basic requirement for an agreement in the first meeting in summer
1961, he presented the Jasen family with a price of 5 million DM as the upper limit
that Hertie was prepared to pay. The basis was an expert report prepared by
Treuhand AG for Trade and Industry (Treuhand AG fiir Handel und Industrie) in
Munich, which estimated the current market value of the southwest German
properties in question at a total of around 46 million. In relation to the seller’s
8.75 percent share, the proposed sales price was thus around a quarter higher in
order to take into account further increases in value, but also taxes, charges and
inflation."®” As with Herman Tietz, the ownership rights for the property in Stutt-
gart-Feuerbach and the option rights for the East property with Rosli Jasen were
to remain unaffected.'® Unlike her children, Edith Tietz consequently decided in
1961 to hand over the potential rights to the Berlin properties located in the GDR
to Hertie.'®®

Kurt Jasen personally prepared the first draft of a purchase agreement within
this framework. He demanded that Hertie take closer account of the tax issue, as
the capital gains tax potentially incurred in Germany and the USA on a one-off
payment represented a particular burden for him. After lengthy negotiations, the
parties were finally able to agree on an amicable settlement for both sides. Hertie
paid 4.15 million DM and also declared itself willing to assume the tax burden of
an expected 25-30 percent up to a further sum of 1.5 million DM."”® The purchase
price was also transferred in installments. The approximately 1.4 million DM
from the preliminary offer, which had been deposited as mortgages since 1956,
were also included in the calculation, as were two individual payments for the
years 1962 and 1963.77! In return, there was now another clause in the contract in
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Fig. 39: Rosli (Roe) and Kurt Jasen, around 1970.

which the Jasens waived all further claims and objections to the realization of the
bilka and KfA department stores. As a result, the most pressing problem facing
the Hertie Group management was solved and the interests balanced.

With the signing of these supplementary contracts, the obstacle to further in-
vestment plans by the Hertie Group also seems to have been resolved. Within the
next 15 months or so, up to February 1963, the Tietz siblings and the Zwillenbergs
concluded no fewer than eight further agreements in quick succession, which al-
lowed the company to expand its business premises or to create new ones. This
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included Edith Tietz’s still-missing approval for the relocation of the KfA in Stutt-
gart and the new bilka building in Munich. Hertie was now also allowed to mod-
ernize and expand its flagships, the Hertie department store in Munich and the
Union stores in Stuttgart and Karlsruhe. At the same time, in 1961 the Tietz family
immediately approved the opening of another Hertie branch in Munich-
Schwabing."”* Up to that point, the two parties had always handled these various
projects using project-based approvals, each of which was drawn up in three ver-
sions and mostly worded identically. In order to change this costly practice, which
involved a great deal of personal and bureaucratic effort for all involved, Georg
and Hans-Georg Karg finally asked them to consider whether a blanket arrange-
ment could be reached. The Tietz family immediately agreed to this new constella-
tion. From February 1963, general agreements were in place “for the acquisition,
construction and operation of new stores,” on the one hand for the large Hertie-
Union chain, and on the other for the smaller bilka department stores. The remu-
neration rates for the family were linked to the sales development of the respective
stores according to a new model. In the full-range department stores, the family
members received three quarters of a percent as compensation for annual sales of
up to 25 million DM. If sales rose to up to 35 million DM, they received 1 percent,
and above that 1.5 percent as annual rent. These tiered rates were to be accompa-
nied by fixed minimum contributions. In the case of bilka’s partial or reduced-
range stores, the rates were half to a full percentage point lower and ran along the
lines of ten and 20 million DM annual sales. Payments were made quarterly in ac-
cordance with the well-established distribution key from 1949, less a free invest-
ment allowance depending on the amount of the construction costs incurred.'”

On the basis of these common rules, the implementation of the restitution set-
tlement in the following years went smoothly. This was also ensured by Edith
Tietz appointing her long-time confidante Charlotte Kiicher-Eigner as her repre-
sentative for her property rights. The billing of the individual services was car-
ried out in a well-coordinated manner and the flow of information within the
family and with Hertie was smooth.

The restitution agreement expired on July 1, 1970. The department store
group exercised the purchase options that had already been deposited for the
properties in southwest Germany. Only Martin Tietz’s leasehold interest re-
mained in place until 1985. After his death in the same year, it was taken over by
his children, who continued to work with Hertie in this way. A few years later,
the Iron Curtain opened with German reunification, which created new chal-
lenges of restitution and compensation, particularly in the real estate sector —
and which have in many cases not been fully resolved to this day. These tasks
were now faced not only by a new generation of Tietz heirs, but also by new play-
ers on the company side in 1993 after Hertie was taken over by Karstadt.
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Duty or Charity:
The Restitution Case of Paul Held Nachf. 1953/54

In May 1953, a second restitution case was looming for Georg Karg and Hertie
GmbH. In terms of its potential legal and financial consequences, it was of a
much smaller dimension than the Tietz case. However, at that time and under the
political conditions of a divided Germany, the fact that it would be confronted at
all surprised those responsible at Hertie. It concerned claims arising from the
takeover of Paul Held Nachf. OHG between 1934 and 1938. The process undoubt-
edly had the character of “Aryanization”. However, the well-known textile re-
tailer’s business premises were located on Invalidenstrafie in Berlin and thus in
the now Soviet-occupied sector of the city. This meant that the assets were neither
physically tangible at the time, nor was there a restitution report in the Allied
registration offices."”*

Georg Karg had taken over the company in 1934 from the Jewish senior man-
ager Hugo Aufrichtig (1875-1953) and the silent partners Richard Ladeburg and
Rosa Joel, née Gumpertz. The gradual “Aryanization” was carried out according
to a similar pattern to the Tietz case: Paul Held Nachf. OHG, which was under
strong pressure from the anti-Jewish boycott, was converted into a GmbH with
the same name. In a first step, Georg Karg had secured 51 percent of the company
shares. The rest of the capital initially remained in the hands of Rosa Joels (37 per-
cent) and Richard Ladeburg (12 percent), while the company’s business and resi-
dential properties remained half owned by Aufrichtig and the widow of his busi-
ness partner Max Joel, who had died in 1930. In 1937, all shares and property
were finally acquired by Georg Karg. Even in 1945, his brother Walter was still
managing the textile department store, which had now been integrated into the
Hertie Group.'””

After the end of the Second World War, the company initially continued to
exist at its original headquarters on Invalidenstrafie. However, when it was con-
fiscated by the Soviet occupation zone magistrate in 1951 and placed under trust-
eeship, its headquarters were moved to Lehrter StrafSe 18-19 in West Berlin. Here
it operated under the name “Kaufhaus Paul Held Nachf. Vermégensverwaltungs-
Gesellschaft mbH.””® The residential and commercial buildings in the eastern
part seemed lost for the time being and therefore not eligible for restitution. The
company consequently began to build its first West German branches in Steglitz
and Gesundbrunnen.

The former Held owners Aufrichtig and Joel had been living in New York
since their emigration in 1935 and 1939 respectively. Hugo Aufrichtig in particular
had great difficulty finding his way in the USA personally and professionally. The
businessman, who was now of retirement age, was unable to find work for years.
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Without a steady income, he and his wife Hedwig (1893-1955) lived off what little
they had saved and lived in a small rented apartment.”’ Since they were aware
that their former property was now under the control of the Soviet occupation
authorities, they, like Rosa Joel, initially saw no chance of reclaiming in kind their
property in Germany under the existing restitution laws. Shortly after the first
compensation ordinance was passed in Berlin in January 1951, they submitted an
application for compensation for the restrictions they had suffered in their eco-
nomic advancement. The law firm Herbert Wendler, which specialized in pro-
ceedings of Wiedergutmachung, and the lawyer Hartmut Ruge took on the task of
bringing their claims against the public authorities - this too with only moderate
prospects of success.'”®

The case seemed to bypass Held Nachf. GmbH and thus Hertie for the time
being. This was to change in the spring of 1953, however. The Wendland law firm
became aware of the opening of a new Held department store in West Berlin via
radio and press advertising. The lawyers contacted Joel and the Aufrichtig couple
and advised them to pursue their restitution claims in light of this changed situation.
A short time later, in May, they contacted Guido Schell at Hertie headquarters.'”

The department store group was sure that there would be a suitable answer
to the two lawyers’ request. An internal report by Hertie’s Berlin legal representa-
tive Bruno Kohler pointed out that the deadline for filing claims for restitution
had long since expired at the end of 1950. In addition, restitution in kind simply
seemed impossible, since all of Held GmbH’s assets were located in the eastern
sector and thus outside the scope of Allied legislation. A message to Hertie’s man-
agement stated: “The question of the [. . .] claims for restitution presented can he
considered settled.”**

The opposing side’s legal representatives did not dispute these facts. Never-
theless, they managed to find arguments that brought Hertie to the negotiating
table. They reported on plans drawn up by the Allied Command to amend the
previous orders to the effect that claims for restitution could also be filed retro-
spectively within six months of the announcement of a relocation of operations
to the West. The company itself had deliberately sought private exchanges with
the group first. In this way, Hertie would be given the opportunity to prevent a
trustee from being appointed to the newly opened Held department store after an
official notification to the authorities. From the lawyers’ point of view, however,
it was important to clarify whether there were legal concerns about the naming
of the store, and whether it would not be better to find a solution to the question
of Held’s ownership in the Soviet occupation zone by means of an amicable settle-
ment, which would possibly arise soon or even in the distant future.'® This ap-
proach signaled determination to Hertie, but at the same time a willingness to
work together in a spirit of trust and in the interests of both parties.



216 —— 6 Wiedergutmachung: Complicated Issues

This message had an effect because Hertie management now also began to
have doubts about how watertight their legal position really was. On the one
hand, it was clear that according to the letter of the Allied restitution laws, the
seizure and transfer of the department store company’s shares and its land own-
ership had to be considered separately. While the properties were permanently
located in the eastern part of the city, the shares had already been moved to the
western part in 1948, thus before the Berlin Restitution Ordinance came into
force — when the GmbH’s headquarters were moved. Several internal letters
warned, on the one hand, that this could potentially lead to the accusation that
Hertie had not complied with its obligation to register confiscated company
assets.”®® On the other hand, Guido Schell and Georg Karg reflected in-depth on a
decision by the Federal Court of Justice that was relevant in this context. In the
spring of 1953, this court had upheld the claim of a person entitled to restitution
for compensation due to excessively long court proceedings and had informed
those liable for restitution of their obligation to declare confiscated assets. The
Supreme Chamber of Wiedergutmachung (Oberste Wiedergutmachungskammer)
had expressly stated that company assets outside the scope of the current laws
had to be registered in order to enable a later, potential treatment of restitution
claims in the Soviet occupation zone. Karg concluded that, independently of
“avoiding the assertion of claims by Mr. Hugo Aufrichtig,” a proactive way had to
be found of settling any claims arising from the obligation to pay damages under
the German Civil Code and the Berlin Laws.'®®

At this point it becomes clear that the legal requirements were effective at
least in the sense that they gave the purchasers of Jewish property little legal lee-
way to completely avoid confrontation with restitution claims. However, this did
not affect how they fulfilled their obligations in material and moral terms. While
Georg Karg and Hertie decided in the Tietz case, after an initial refusal, to act “on
an equal footing” with the founding family, they made it clear to the Aufrichtig
and Joel families, despite cooperative negotiations, that they were viewed more
as supplicants. It was in particular the weak position of the former Held manag-
ing director Hugo Aufrichtig, who was by no means legally without means, but
personally weak, that led them to take this stance. Like so many previously re-
spected and well-off Jewish emigrants, Aufrichtig was plagued by old age and fi-
nancial and health problems at the beginning of the 1950s. In September 1953, he
therefore asked his friend Martin Nachmann to represent him “in settling his af-
fairs with Mr. Karg.” Nachmann, who also lived in New York, was a businessman
and not a lawyer, although Aufrichtig openly justified his choice by saying that he
simply did not have the means to pay expensive lawyers in Berlin and New York
and to reduce the potential settlement amount even further with their fees. Ac-
cordingly, he had his friend inform the Hertie management that he “wants to
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avoid at all costs going to court against Mr. Karg and his lawyers and getting in-
volved in a lawsuit. On the contrary, he attaches the greatest importance to bring-
ing about this settlement in the most friendly way possible through a private
agreement.”'8*

As a result, the management of the department store group took the negotiat-
ing position that the assessment of the matter itself would remain with the simple
rejection of all claims. Regardless of the question of the deadline, they were cer-
tain that “the purchase transaction was handled quite fairly at the time.” Never-
theless, Guido Schell indicated in his reply to Nachmann that they were still will-
ing to hold personal discussions, but not for reasons of legal necessity, but purely
out of long-standing ties to the Held company: “If Mr. Aufrichtig’s financial cir-
cumstances were such that he had difficulty covering his living expenses, Mr.
Karg would be willing to help Mr. Aufrichtig.”'®® This attitude showed a certain
understanding for the situation of the Aufrichtig family, but at the same time de-
graded possible restitution payments to charitable alms. Hertie now had the
chance to clarify the claims for compensation that the Aufrichtig couple and Joel
might face in the future in the West and East, by “seeking an understanding
through a moderate sacrifice,”® as one of Hertie’s lawyers put it.

On this basis, negotiations with the Aufrichtig couple began quickly. They
were overshadowed by the death of Hugo Aufrichtig in December 1953 and ulti-
mately accelerated even further, as his childless heir Hedwig now pressed even
harder for a speedy settlement. At the end of the process there were two contracts
which, on closer historical examination, only allow the verdict that Hertie made
full use of its possibilities and simply “ripped off” the claiments.

In the first contract dated January 29, 1954, the parties reached an agreement
on possible and future claims for restitution. It was signed by Martin Nachmann
as authorized representative and by Willy Karg, another of Georg’s brothers, who
represented Kaufhaus Paul Held Nachf. GmbH as sole managing director. Hedwig
Aufrichtig received a one-off payment of 50,000 DM as well as a lifelong monthly
pension of 1,000 DM “in recognition of her current financial hardship.” In return,
she had to agree to waive all other current or future claims against Held GmbH.
This applied to all claims arising from shares and properties in the entire Berlin
area and also in the event that the restitution legislation changed in her favor.'®’

The second agreement, which was notarized a day later, was a purchase con-
tract for a piece of land. Hedwig Aufrichtig sold her property in East Berlin, Inva-
lidenstrafie 1, to Charlottenburger Grundstiicksverkehr GmbH, a real estate sub-
sidiary of the Hertie Group, which was now also to manage the land for the Held
department store. This inheritance was a piece of land that was her husband’s
private property, which he had also been forced to sell in 1938.1% It was within
earshot of the old Jandorf department store. Since there was currently no legal
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access to this property either, Hedwig Aufrichtig passed on her rights to a de-
ferred, future restitution to Hertie, in this case to Walter Karg as managing direc-
tor of Charlottenburger Grundstiicksverkehr. A purchase price was not agreed
upon. Hertie therefore made no further payments to the heiress, but merely com-
mitted itself to bearing the public charges on the property, which would have
fallen back to the seller in the event of restitution. In this shoddy way, the depart-
ment store group secured both the option on the three old company properties
and on another valuable property in the eastern part of the city.'® There was no
serious assessment of the value of the property as the basis for both contracts, as
the current unit values were considered to be impossible to determine. This was
therefore a fictitious restitution in two senses on a legally sound basis.'*°

Hedwig Aufrichtig did not recognize the large discrepancy between the settle-
ment amount and the actual value of her claims - or perhaps she did not want to
be aware of it. Her motives for agreeing to these contracts were obvious and
were also known to the Hertie representatives. She preferred that the contract
would provide immediate security for her retirement rather than waiting in un-
certainty for a chance to receive more later for the restitution complex. Her rep-
resentative Nachmann openly reported on conversations with his client in which
she always emphasized that she was, literally, “more fond of the sparrow in the
hand than the pigeon on the bush.”'®! Barely a year after the contract was signed,
Hedwig Aufrichtig was unfortunately to see her views confirmed. In January 1955,
in a very personal letter to Walter Karg, she reported on her own health problems
and the high costs associated with them in the USA. Since she had invested the
majority of the settlement sum in long-term investments, she asked Karg for an
advance from her current pension payments. The Held managing director and
Hertie immediately complied with this request.®? A few weeks later, on May 10,
1955, Hedwig Aufrichtig died. In his condolence message to Walter Karg, her es-
tate administrator wrote: “During the last years of her life Mrs. Aufrichtig repeat-
edly expressed her satisfaction and happiness about the amicable manner in
which the relations between her late hushand and you were settled.”’* Appar-
ently, despite the business negotiations of “Aryanization” and restitution, a good
personal relationship had developed.

Rosa Joel was not under such strong constraints as Hedwig Aufrichtig due to
her better life circumstances. She was therefore in a stronger position and chose
a more self-confident strategy to assert her claims. Held and Hertie also denied to
her that there were any assets in West Berlin that could be restituted, which
meant that no legal claims could be made at the moment.'* Nevertheless, they
wanted to ignore the legal safeguards and enter into an agreement, “because, in
view of Mr. Aufrichtig’s poor financial situation, a solution had to be found for
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him, and a differentiated treatment of the two contracting parties did not seem
appropriate.”%

This pretext was of no use to Joel. Her lawyers not only demanded a deferred
restitution settlement for the “Aryanized” properties, but also compensation for
lost usage and naming rights to the Held company.'® Against this background, it
was necessary to break down in detail the extent to which Joel had been ade-
quately compensated when she gave up her shares in the company and what
earning opportunities she had lost after she left. On this point, the private, so to
speak extra-official settlement talks combined elements from the compensation
and restitution legislation, both of which considered the loss of use for confis-
cated assets as grounds for a claim.’®’” Joel’s lawyers estimated the profits of Held
GmbH for the years from 1937 to 1944 at around 4.34 million RM and presented
the relevant tax documents for the period as the basis for their estimate. Since
Rosa Joel had held 37 percent of the company shares until she left, they calculated
a loss of use of 1.6 million RM. From this they deducted the purchase price of
330,000 RM paid by Georg Karg at the time and offset it against the profits for the
years from 1945 to the currency reform, which had not yet been determined in
detail. According to this calculation, which was optimistic, especially in the last
point, the prescribed ratio of 10:1 resulted in a sum of 1.5 million RM or 150,000
DM. Joel’s claim to be reinstated as a shareholder in the GmbH was still open in
this calculation. She offered to forego this step in return for a payment of a fur-
ther 100,000 DM, so that her total claim against Hertie amounted to 250,000
DM.198

The representatives of Hertie GmbH showed little understanding for these de-
mands, which they considered to be too high. They criticized the fact that, accord-
ing to established case law, when calculating compensation for lost use for corpo-
rations and GmbHs, the benchmark should not be profit, but net income, i.e. the
dividends paid. Since no Held shareholder, neither Georg nor Walter Karg, had
withdrawn any profits until 1945, Rosa Joel was obliged to pay them interest on
her share in the company and an appropriate compensation for the expenses of
the management. With this line of argument, Hertie itself left the legal framework
of the right to compensation.®® And at the same time, they retreated into the role
of victim: they lamented the new injustice that was happening to them with the
obligation to make restitution under the most difficult economic conditions for a
new reconstruction, and they speculated that if Joel had remained a shareholder,
she would most likely have had to accept the fate of being disenfranchised in East
Berlin today, like all large retail companies.2%°

The talks stalled, the positions of the lawyers on both sides seemed dead-
locked, and Rosa Joel asked Martin Nachmann to mediate the dispute. Ultimately,
it remains unclear whether the ever-increasing fees of the law firms commis-
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sioned or the success of the mediation in the Aufrichtig case were responsible for
this decision. However, it can be seen that the negotiations made progress again
in the already experienced constellation of people. In March 1954, Bruno Kéhler
submitted a first settlement offer to Hertie GmbH “of 30,000 DM as final sever-
ance payment,” but this was still too far from the original demand of 250,000 DM.
After another five months, they reached a settlement at about the middle of that
amount. 2

By the settlement date of July 7, 1954, the Held department store paid a sum
of 125,000 DM in four installments to cover all the restitution payments stemming
from the Held company complex, which Joel was currently and in the future enti-
tled to. It was important to the subsidiary, as in the Aufrichtig contract, to include
two descriptive clauses in the contract, in which their willingness to reach a pri-
vate settlement was declared. On the one hand, this made clear the doubts about
the legality of the claims with regard to the company assets that were currently
politically blocked. On the other hand, it was stated that the private settlement
was sought solely in order not to be guilty of violating the obligation to register
confiscated assets in accordance with the current case law of the Federal Court of
Justice.?%%

Nevertheless, it must be taken into account that at the end of the restitution
negotiations, the company itself secured the claims of the previous owners to a
potential return of the properties in the eastern part of the city. By making
amends for the past, more or less, it acquired a future option on assets that would
pay off commercially in the long term.?®® More than fifty years later, it was not
the previous owners but the heirs of the Karg family who applied for the return
of the Held property at Brunnenstrafie 178/9 and Invalidenstrafie 162/64. While
the property on Brunnenstrafie was finally transferred successfully in 1998, the
State Office for the Settlement of Open Assets (LAROV) refused to refund
the second property because it was no longer visibly restitutionable due to the
consequences of the war and numerous public building conversions.?®* One
might consider it a distant hint from a now legally settled past that the LAROV
finally determined in the course of the return process that the purchase price re-
corded in 1935 was actually around 50 percent below the standard value.?*

Overall, when looking at the Hertie restitution cases, it becomes clear that
the restitution legislation provided a binding, but very loose framework for the
disputes between those liable and those entitled to make claims. It ensured that
the surrender of business property had to be reported and negotiated. In the ne-
gotiations, which were conducted directly and personally, excluding the judicial
process, it was not just one’s own legal position that decided success or failure.
The lasting consequences of “Aryanization” continued to have an impact on many
of the persecuted well into their emigration. In the end, living conditions also de-
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termined how interests were shaped in the restitution proceedings in the immedi-
ate post-war period. This is evident in the case of the Aufrichtigs, who were in a
personal predicament and were also clearly poorly advised by their friend, a
legal layman. German restitution law left these applicants to their own devices
with their task of understanding the complex issues of restitution law and having
the strength to enforce them in negotiations, despite their age or personal circum-
stances.

The Tietz family was in a better position, at least in this respect. They were
able to obtain good advice and representation and had competence within their
own ranks. In the settlement proceedings, the Tietz and Karg families delegated
the negotiations primarily to specialized lawyers, but also sought personal contact
in order to find solutions in critical phases of the negotiations. Despite all the dis-
sonance that characterized the history of the encounters between “perpetrators”
and victims and often affected the Tietz family, for the most part a pragmatic ap-
proach was taken to dealing with the shared past. This is particularly true of the
unusually long period of validity of the settlement agreement in the Tietz case,
during which decisions had to be made on very significant future issues for the
company. The victims remained fundamentally skeptical, which testifies more to
a respectful and goal-oriented relationship than to a truly trusting one. Too often,
Hertie looked for ways around its obligations in order to balance its business
goals with its obligation to make compensations and restitutions. However, the
limits of law and decency were not exceeded, at least in the Tietz restitution pro-
cess. Nevertheless, a more attentive, responsible and sensitive examination of the
experiences of persecution of its counterparts would have been desirable.

Restitution of Real Estate and Land

According to a list compiled by the Wiedergutmachungsamt Berlin (Office of Wie-
dergutmachung) in the mid-1950s, the restitution settlement in the Tietz v. Hertie
case was followed by a further 29 restitution proceedings. They related to the
family’s real estate and property, which had come into the hands of various
buyers since 1934, either individually or from the association of real estate
companies.?’® The restitution cases are recorded in highly variable numbers and
quality, so that only a selection can be dealt with in more detail. Nevertheless, the
compilation shows that the legal framework for restitution in the 1950s was by no
means free of regulatory gaps and scope for interpretation, which led to contro-
versies between those entitled to make claims and those liable in practical imple-
mentation. While individual properties were returned quickly, the Tietz family
also had to experience cases in which they had to fight for their claims against
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resistance from the authorities and buyers. One example of this is the restitution
proceedings against Victoria Insurance.

Restitution of Properties from Group Companies

In the spring of 1950, Georg and Martin Tietz and the Zwillenberg couple filed
claims for the return of a total of ten properties that had been acquired by the
insurance group as the “Kurfiirstendamm-Block.”**” The responsible Wiedergut-
machungsamt recommended that both parties reach an amicable agreement and,
in accordance with its legal mandate, offered to mediate the negotiation of a
settlement. 2%

It became clear early on, however, that this would be a difficult undertaking.
On April 15, 1950, Victoria zu Berlin Allgemeine Versicherungs-Actien-Gesellschaft, a
Berlin insurance company, lodged an objection to the claims for reimbursement.”’
Since November 1949, when the Tietz family’s application had not yet been submit-
ted, the company had already been considering internally how to respond to possi-
ble claims. Thus they expected the Tietz family to take action and collected back-
ground documents to defend themselves against it.*° In its objection, Victoria
consequently retreated to the position that it had not acquired the properties from
the Tietz family, but from the real estate company Deutsche Boden AG, which was
already in the hands of Hertie GmbH at the time the contract was signed.”" In addi-
tion, the transaction had taken place exclusively in the context of the restructuring
of the department store group and was therefore to be viewed as a purely economic
act, not one related to persecution.”?

As a result, disputes broke out between the legal representatives of both sides
over the question of how the ownership structure and, above all, the unlawful
nature of the transfer should be assessed. In fact, Victoria Insurance had acquired
the “Kurfiirstendamm-Block” on October 11, 1934, around eight weeks after the
signing of the settlement agreement between the Tietz family and Hertie
on August 13, 1934. The sale was intended to provide the ailing department store
group with liquid funds. The seller was Deutsche Boden AG, which bundled the
properties as a holding company and whose share capital was almost entirely in
the hands of Betty Tietz until the “Aryanization” in August.”*® In a reply to the
defendant’s objection, the Tietz family’s legal representative, Dr. Walter Schmidt,
in no way acknowledged these circumstances, but made it clear that Victoria In-
surance should also be held liable for restitution in its role as the so-called second
purchaser of the “Aryanized” family assets.?™

His argument referred to a basic principle of the Allied restitution laws,
which guaranteed the desired restitution in kind: not only the direct “Aryanizers”
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were obliged to return confiscated assets, but rather “whoever has rights of dis-
posal over the confiscated assets when this order comes into force or when a res-
titution order is issued [. . .],” as the Berlin REAO stated in exemplary fashion.”
For indirect purchasers who had taken possession of the property through a re-
sale, this meant that they remained liable. Since, according to the current legal
opinion, all unlawfully confiscated rights to the assets always remained with the
persecuted parties, second or third purchasers had acquired property that had
formally never been the property of the first purchaser, in this case Hertie. Only
when subsequent purchasers had unknowingly concluded purchase transactions
for Jewish property did the restitution regulations provide for exceptions in
order to cushion undue hardship. In these cases, they had the option of demand-
ing compensation from the previous purchasers after the property had been
returned.?’® However, the idea that Victoria could have acted in good faith when
taking over the property was absurd. The Tietz side rightly pointed out that “the
Victoria in Berlin was aware of all the processes leading to the Aryanization of
the Hermann Tietz company and the transfer of almost all of the Tietz family’s
assets, including those not belonging to the company’s assets [. . .].”"” The mere
fact that director Kurt Hamann was represented on the advisory board of Hertie
GmbH and was thus informed of all the steps, made it hopeless for Victoria to
deny its restitution obligations.

Faced with the Tietz family’s claims, the insurance group found itself under
pressure at the beginning of the 1950s due to its weak legal position, but also con-
sidering its strained business situation. This led it to try to fend off vehemently
possible restitution charges. Victoria’s defense strategy focused on three central
arguments:

Firstly, the defendant claimed that the transaction was carried out exclu-
sively in the context of the restructuring of the department store group and
should therefore be viewed as a necessary economic act, not as a persecution-
related act.*®® The Hermann Tietz company’s precarious situation had been
caused solely by excessive expansion efforts. Regardless of the political condi-
tions, the family would have had to give up its properties anyway in order to be
able to meet its obligations.?’® Kurt Hamann, who continued to hold the position
of chairman of the board of Victoria, went so far as to claim that the Tietz broth-
ers left the company voluntarily in 1934. As a creditor, he considered it his task at
the time to “find a solution to fulfill the wish of the Tietz brothers, who would
like to leave the company, but only on the condition that they were released from
all debts, which amounted to around 150 million RM [. . .].” In the same note, he
thought he remembered a message saying that “the Tietz family fully agreed and
would be grateful to us for our willingness.”**



224 — 6 Wiedergutmachung: Complicated Issues

Secondly, Victoria’s lawyers claimed that they had paid a reasonable pur-
chase price. For this reason alone, they were convinced that the suspicion of un-
justified confiscation was completely unfounded. This was particularly true be-
cause the sale took place before September 15, 1935 — the date from which the
legislature assumed that all legal transactions with Jewish owners were unlawful
confiscation. For acquisitions before this date, according to Victoria’s representa-
tives, it was sufficient that a fair purchase price had been agreed upon and trans-
ferred to the family.?! However, they tacitly ignored the fact that the Allied resti-
tution laws for West Berlin only provided for such a reduction in the burden of
proof if there were no other facts or evidence to support a transfer due to
persecution.?” Instead, the defendant tried primarily to justify the relatively low
sales price. In so doing, Victoria argued that two appraisals had been prepared at
the time, which were based on the standard value, the fire insurance value and
the expected rental income. These had led to no other conclusion than that the
dilapidated buildings were hardly suitable as “secure pension providers.””*® The
purchase had only been made in order to free the company from its fateful con-
nection with the department store.”** The insurance company, according to the
applicants, did not mention that the market value of the property complex in a
prime Berlin inner-city location between Joachimsthalerstrafie, Kantstrafie and
Kurfiirstendamm should have been assessed significantly higher. Tietz’s lawyers
did not accept the argument of their opponent that the assessment of the pur-
chase price paid at the time had to take into account significant price fluctuations
that had dampened the real estate market in 1934 in such a privileged location.
Instead, they pointed out that the Tietz family had received a purchase offer from
a third party in 1932 for 20 million RM. In addition, the insurance company had
only mortgaged the property for five million RM after the purchase. In their view,
this also indicated hidden profits from the transfer.

Thirdly, the insurance company stubbornly insisted that the properties were
owned by Deutsche Boden AG. During the preceding “Aryanization”, only the
shares in the holding company were transferred from the family to Hertie, but
not the land itself. However, since only the properties and not the majority of
Deutsche Boden AG’s shares were acquired, the assets were in no way identical
and formally there was thus no case of a second acquisition. With this in mind,
the defendant fundamentally doubted the applicants’ standing to sue.??® It in-
structed the latter to direct any claims for restitution, if at all, to the legal succes-
sor of Deutsche Boden AG, Deutsche Boden- und Kaufhausverwaltungs-GmbH,
which still existed as a shell company. In this interpretation, the insurance com-
pany continued to ignore the basic concept of restitution in kind and, with cunning
legal subtlety, circumvented the fact that at the time of the transfer, Deutsche
Boden AG’s only function had been to manage the family’s private properties.?*’
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For the former Jewish owners of the “Kurfirstendamm-Block”, each of the
three arguments put forward must have seemed an affront. From the perspective
of the persecuted, it was outrageous that Victoria Insurance, with its director Ha-
mann, who had already been involved in their elimination from their managerial
positions at the Hermann Tietz Co. in 1933/34, now denied that “Aryanization”
had taken place, and instead argued about a voluntary withdrawal from a self-
inflicted economic imbalance. Contrary to the reversal of the burden of proof
planned by the legislature, the persecuted found themselves under pressure to
justify themselves and to provide evidence of the injustice they had suffered. Ac-
cordingly, the Tietz family’s lawyers defended themselves against the defendant’s
statements in a determined but entirely objective manner and made it clear in
extensive statements that the crisis situation and the “Aryanization” of Hermann
Tietz GmbH were “based exclusively on the persecution and boycott of Jewish de-
partment stores and that the contract had only been concluded through personal
coercion [. . .] exerted directly against the owners of the Herman Tietz company.”*®
The family supported the discrimination and persecution measures with numerous
documentary evidence and sworn witness statements.?’

The positions of the two parties were far apart and appeared irreconcilable.
After the Restitution Office had presumably already stopped its attempts at medi-
ation in May/June 1950, the restitution case went to the next, now judicial, in-
stance. The 42nd Chamber of Wiedergutmachung of the Berlin Regional Court (42.
Wiedergutmachungskammer des Landgerichts Berlin) first asked the representa-
tives for their statements and scheduled a hearing for October 30, which the Tietz
brothers, General Director Hamann and his legal counsel Franke attended in per-
son. These talks also did not lead to an amicable agreement.”** The parties thus
left the decision on the restitution claims to a court order, which was finally is-
sued on December 1, 1950. To the Tietz family’s surprise, the Chamber rejected all
restitution applications.”" The civil chamber, which was made up of German
judges, followed the argument of the defendant that a formal legal distinction
had to be made between share ownership and property ownership. Referring to
Article 8 of the REAO,**? the judges pointed out that Betty Tietz’s heirs were not
entitled in persona to make a claim that must be reserved only for the legal entity
of the company. Since Deutsche Boden AG still existed under the name Deutsche
Boden- und Kaufhausverwaltungs-GmbH, the applicants’ substantive legitimacy
must be denied. This applied regardless of the question of who owned the proper-
ties before the “Aryanization” of the parent company. The court even rejected a
declaration submitted shortly before the court’s decision in which Deutsche
Boden- und Kaufhausverwaltung assigned its claims for reimbursement to the
Tietz family.”® Tietz’s lawyers immediately lodged an appeal against the decision.
On January 25, 1951, they justified their objection by arguing that the court had
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failed to recognize in its ruling that the sale of the Berlin properties was insepara-
bly linked to the “Aryanization” of the entire Tietz Group, in which no distinction
was ultimately made as to whether the confiscated assets came from the commer-
cial property of the OHG or the private property of the family members. The
properties were “split out of the confiscated assets, to which the assets of Deut-
sche Boden-AG helonged, for the benefit of Victoria, while Hertie-G.m.h.H. received
the rest.” If several “Aryanizers” had divided the Jewish family assets among them-
selves, then every profiteer must be obliged to make restitution, regardless of the
formal legal guise under which the confiscation took place.”** At the same time, the
Tietz family’s legal representatives complained that the Chamber had violated key
procedural principles in reaching its decision. On the one hand, it had not included
in its assessment some of the key documents submitted late by the applicants, such
as the motivation report of 1934, and on the other hand, it had not questioned
whether the properties had actually been sold at their true value, as Victoria
claimed.” After a further thorough examination of all the evidence, the 3rd Civil
Senate (Wiedergutmachungssenat) of the Higher Regional Court, as the next higher
appellate instance, overturned the decision of the Chamber at the end
of August 1951. The Senate also referred the case back to the Regional Court “for
further hearing and decision.” The Senate had evidently also coordinated with the
highest Allied Board of Review when dealing with this restitution case.”® In the au-
tumn and winter of 1951/52, new settlement talks began between the parties, which
were jointly moderated by the 42nd and 44th Chamber of Wiedergutmachung of
Berlin. On the basis of new settlement proposals drawn up by the courts, an agree-
ment in the dispute was reached in 1952. The private settlement stipulated that Vic-
toria would now pay one million DM if the claimants in return refrained from a
physical restitution of the land.**’ Since the DM assets of Victoria Insurance were
not sufficient to meet this obligation, the state of Berlin had to be called in to allo-
cate to the company sufficient compensation claims from the DM conversion calcu-
lation. Ultimately, the Berlin Senator for Finance informed the Wiedergutmachungs-
amt on March 30, 1953 that the city of Berlin would make 740,000 DM available for
the restitution liabilities. The insurance company liable for the claim assumed the
remaining 260,000 DM from its small business profits.”*

The “Kurfiirstendamm-Block” restitution case illustrates how difficult it was
for the restitution authorities after 1945 to understand and adequately assess the
complex asset and transfer structures resulting from “Aryanization”. Taking this
into consideration, it illustrates an effective means of convincing those liable and
those entitled to make a moderated settlement, if possible, in order to arrive at
pragmatic solutions. However, when the Chamber of Wiedergutmachung was
forced to make its own assessments due to the ongoing differences between the
parties, it seemed overwhelmed and retreated to a strictly legalistic approach.
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This was typical behavior for the German restitution authorities, and they ran the
risk of losing sight of the overall view of the interlocking persecution practices of
the Nazi era. This experience was frustrating for the Jewish claimants concerned,
who rightly expected the courts to protect their interests. Even more painful,
however, was having to deal with memory gaps and blatant attempts to distort
history on the part of the defendants in the private settlement negotiations. In
this respect, Victoria Insurance — in contrast to Hertie — set a very bad example,
against which the Tietz family’s legal representatives had to fight with great pa-
tience. What is particularly remarkable in the end is the amount of the compensa-
tion payment of one million DM. With a standard conversion mode of the restitu-
tion procedure of 1 DM: 10 RM, this sum corresponded to no less than ten million
RM and thus a tacit admission by the purchaser that they had acquired the Tietz
properties in 1934 for less than half of their realistic value.

If one compares further examples, it becomes clear that the Tietz family had
to struggle with problems, especially with the restitution of properties that had
originally been managed by the parent companies of Hermann Tietz OHG or later
by Hertie GmbH. Much depended on whether, when and in what way the proper-
ties had changed hands after 1934. In cases of property that had been resold only
several years after the transfer to Hertie, the restitution offices denied any direct
connection to persecution. They attributed such “distant” secondary acquisitions
merely to the transfer of company shares and considered the restitution of indi-
vidual real estate objects to be insufficiently legitimate.”*® If the properties re-
mained in the possession of the Hertie subsidiaries until after 1945, they also fell
under the 1949 settlement.

The situation was different in cases where properties had passed directly from
the private hands of family members into the possession of one of the Hertie
Group companies in the context of the “Aryanization” in 1934. For example, in the
autumn of 1934, Georg and Martin Tietz sold the properties at Kaiserdamm 73/79 in
Charlottenburg to Grundwert AG Kaiserdamm, which now belonged to Hertie, for a
purchase price of 430,000 RM — possibly in exchange for the neighboring property
at Kaiserdamm 77/79. In 1937, Hertie resold the property to Nordwestdeutscher
Rundfunk for a significantly higher price of 589,250 RM. Accordingly, the Tietz
brothers submitted an application for restitution in 1952. By means of a restitution
agreement dated May 14, 1955, an agreement was reached with the second pur-
chaser involving compensation of 120,000 DM. At the same time, the property re-
mained in the possession of Nordwestdeutscher Rundfunk and now also became its
property.24

Like confiscated property, lost rental, share or profit participation could also
be treated on the basis of the right of restitution. This is shown by a case in which
two already well-known protagonists, Kurt Jasen and Hertie GmbH, appeared. Kurt
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Jasen’s father, Georg Jacobowitz, had also carried out extensive modernization and
reconstruction work with his construction company in 1928 on Kaiserdamm, at the
corner of Frederica and Konigin-Elisabeth-Strafie. The client was the Tietz family
through AG West fiir Textilhandel, a real estate company of the Hermann Tietz
Group. The contracting parties had agreed that Jacobowitz would be paid for his
services in the joint project with a 50 percent share of the rental surplus. This
profit-sharing agreement was to run for twenty years, but could be redeemed on
the fixed dates of October 1, 1933 or October 1, 1935 for a one-off payment of
100,000 RM or 87,500 RM, respectively.*' According to Kurt Jasen, who managed
the estate of his father, who died in 1946, Hertie no longer was meeting its obliga-
tions under the partnership after it had taken over the department store group.
Instead of giving notice of termination within the agreed time, the company forced
the Jewish building contractor into a settlement on September 12, 1935. In the mean-
time, Hertie had accumulated obligations for outstanding rent payments and the
outstanding compensation amounting to around 150,000 RM. However, only 45,000
RM were paid out.

Accordingly, Kurt Jasen filed an application to declare the forced termination
of the participation agreement null and void and to order Hertie to make a back
payment.?*> The Restitution Office that was called in unbureaucratically for-
warded the quite unusual claim, which fell somewhere between the fields of res-
titution and compensation, to Hertie’s central administration. Just as immedi-
ately, the department store company declared itself willing to compensate the
applicant with a sum of 20,000 DM within two weeks. Hertie’s representatives ex-
pressly emphasized that the termination of the shareholding was not motivated
by anti-Semitic behavior, but merely by a difficult investigation into the high
mortgage debts that had burdened the property in 1934. Nevertheless, Hertie did
not hesitate to meet Kurt Jasen’s interests. This step was certainly also undertaken
in order not to strain the relationship with Résli’s husband in any way.**?

Restitution of Private Homes

A similarly mixed assessment can be drawn with regard to the attempted reversal
of the “Aryanized” private homes of the Tietz and Zwillenberg families. Here, too,
quick and cooperative reimbursements were more or less balanced with complex
and accordingly lengthy restitution processes. What was notable, however, was
that the claimants did not want to accept financial compensation, but rather
wanted to regain possession of their former homes through restitution in kind.
The restitution of their former residential property at Koenigsallee 69/71 and the
associated properties at Hundekehlsee and Gustav-Freytag-Str. 70 proved to be rather
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uncomplicated for Georg and Edith Tietz. They asserted their claim on July 27,
1949 They received their property back on September 15, 1951. The restitution was
preceded by constructive negotiations with the heirs of the factory owner Willy
Vogel, which ultimately resulted in a settlement. The Tietz couple took over their un-
damaged city villa, fully furnished and including some of the inventory that they had
had to leave behind in 1937. In return, they paid 28,000 DM to the Vogel family to
offset their interim expenses for value-preserving repairs, modernizations and pur-
chases of furnishings. In this way, the lost use of the Jewish owners was balanced out
with the expenses of the interim owners.* For Georg and Edith Tietz, however, re-
turning to Berlin was out of the question. Together with their representative Char-
lotte Kiicher-Eigner, the family initially considered an immediate resale. However, as
no good purchase price could be achieved on the Berlin real estate market at the
time, this plan was initially abandoned.”*® Instead, the family rented it to the Berlin
Senate starting in June 1954. In the years that followed, the property briefly flour-
ished as a guest house for the city of Berlin. Among other celebrities, it housed the
Bundesprésident Theodor Heuss, and others. He made the Tietz Villa his private resi-
dence when he was in Berlin.*’

Fig. 40: Villa Koenigsallee 71, 1954.24
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Since the end of the 1950s, however, the preservation of the property, which was
now in need of renovation, seemed increasingly uncertain. The rental contract
with the city ended and the family tried to sell the house, which had now again
been empty for months. After the inheritance dispute following Georg Tietz’s death,
Kurt Jasen was entrusted by his wife and mother-in-law with the task of bringing
about a sale.?*® In 1963, he negotiated for a long time but unsuccessfully with the
city of Berlin about an exchange deal for a plot of land on Kleiststrafie, at the cor-
ner of “An der Urania.”*" Jasen was disappointed by the failed talks, as he had ad-
vised the city government on many aspects of reconstruction and had, among
other things, enabled the establishment of a Hilton hotel.*" In 1965, the Historical
Commission of Berlin (Historische Kommission zu Berlin), which was based at the
Friedrich Meinecke Institute of the Free University, became interested in the villa.
With the support of the Volkswagen Foundation, it planned to create a prestigious
home for research, teaching and administration.** This attempt to sell the property
also failed, particularly because the structural condition continued to deteriorate
and a massive loss in value set in. Finally, the house and land, which Kurt Jasen
had estimated at around 400,000 DM in 1963, were sold to real estate investor Paul
A. Strauss on January 1, 1968 for around 300,000 DM. A short time later, the villa
was demolished and replaced by apartment blocks.

The department store family’s parents’ house, built by Oscar and Betty Tietz on
Kaiserallee, today Bundesallee 184/185, also did not survive. Some parts of the town
villa had already been destroyed during the war. However, reconstruction was im-
possible because the restitution proceedings initiated in 1949 by Betty Tietz’s heirs —
Georg and Martin and Elise Zwillenberg — were in limbo for a disproportionately
long time. This was partly due to the defendant Bulgaria, which was now integrated
into the Eastern Bloc as a People’s Republic. But also due to the fact that the German
restitution authorities did not initially classify the sale on January 1, 1936 as a result
of persecution, since the purchase price had been fully credited to Betty Tietz’s ac-
count in 1936.%* Unfortunately, the details of the proceedings are not known. What
is certain, however, is that the 142nd Chamber of Wiedergutmachung did not de-
clare the claim admissible in October 1953. More than a year later, on November 12,
1954, the 14th Senate for Wiedergutmachung (Wiedergutmachungssenat) overturned
the decision following an appeal by the Tietz family and referred the case back to
the regional court. As late as July 1957, Hans Aldenhoff officially complained to the
Compensation Board (Entschddigungsamt) Berlin on behalf of the Tietz family that
the restitution proceedings had still not been completed.”* It is believed that the
family was not awarded their property until the end of the 1950s.

At this point, the Tietz property was in an extremely dilapidated state, which
would worsen by the mid-1960s. The ruins of the house were overgrown with
trees and lay fallow.”® Nevertheless, the more than 6,000 square meter property
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in a central inner-city location continued to have a high value, as new construc-
tion and renovation plans were constantly being discussed. It was probably for
this reason that Rosli Jasen and her husband had the property transferred to
them in November 1963 as part of the inheritance dispute with her mother and
brother. At the same time, they paid out the other heirs, Martin Tietz and Elise
Zwillenberg. The two relatives each received 191,800 DM for the property, which
had a standard value of around 313,000 DM. In addition, the couple paid off a reg-
istered security mortgage from the People’s Republic of Bulgaria for a further
28,650 DM.?*” The sole owners then presumably transferred the property to the
real estate company “HoWo” — Hohenzollerdamm Wohnungs GmbH, in which
Kurt Jasen bundled his extensive involvement in the Berlin real estate market.
The clearing of the site began in 1968 after the property had been resold for an
unknown price. New construction began in 1970.®

The Zwillenberg couple had particularly ambivalent experiences with regard
to the restitution of their residential property. The Dominium Linde estate was
located in the territory of the GDR and was therefore not eligible for restitution in
the Bonn Republic. It was only after 1989 that her daughter got the property back
and set up a research station for scientific nature conservation there, which has
been supported by the non-profit Zwillenberg-Tietz Foundation since 2011.° The
Dahlem residential property at Hohenzollerndamm 100/101, on the other hand,
was returned on March 14, 1950 by the Federal Republic as the legal successor to
the Reich Treasury, for whose benefit the property had been extorted from the
family under duress in 1938.2%°

While the right of restitution only regulated the return of the physically still
existing properties, all other damages that had arisen with the confiscation of pri-
vate assets were treated in the context of compensation (Entschddigung). In this
field too, after 1945, legislators were faced with the challenge of classifying the
complex instruments of persecution and robbery used by the Nazi regime in a
legal and bureaucratic structure of Wiedergutmachung that attempted merely to
convert the experiences of those affected into financial benefits and could there-
fore never satisfy them.

Bureaucratic Compensation

The attempts to make amends by means of compensation are a lesson in past (fed-
eral) German policy in the 1950s and 1960s.%5" The state’s efforts to show responsi-
bility for the numerous forms of discrimination, persecution, robbery and mur-
der that the victims of the National Socialist dictatorship had to endure were
evident everywhere. In practice, however, the implementation of the legal con-
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cept of compensation suffered from three central deficiencies: Firstly, it took an
agonizingly long time for the legislature to create a binding legal framework in
several steps — from the early Allied regulations in 1949 to the first Berlin Com-
pensation Act (Berliner Entschadigungsgesetz), based on USEG in 1951/52, the Fed-
eral Supplementary Act (Bundesergdnzungsgesetz, BergG) of 1953 and finally the
uniform Federal Compensation Act (Bundesentschidigungsgesetz, BEG) of 1956.%
Like many applicants, the Tietz family sought to assert their claims as early as
possible. This meant, however, that the regulatory basis changed several times
during the ongoing proceedings, new partial claims had to be applied for again
and again, additional demands made, and each time forms and evidence had to
be submitted. Secondly, the processing of the proceedings suffered from a high
level of bureaucratic ballast. This arose from the legally necessary procedure of
classifying the complex range of persecution experiences into broad categories of
damage in order to be able to process them in a structured manner. The conse-
quence, however, was that a thicket of clauses, claim categories and complicated
calculations of material benefits arose, which was almost impossible for those ac-
tually affected to understand without the help of specialist lawyers. Thirdly, the
high level of formality and bureaucracy frequently resulted in processing times
lasting years, which made the in many cases elderly applicants doubt the serious-
ness of the authorities’ efforts to make amends.

The individual members of the Tietz and Zwillenberg families initially made
claims based on the Berlin Compensation Act for the confiscation of their private
assets as a result of state seizure. On the same day, January 11, 1951, Georg and
Edith as well as Martin and Anni Tietz submitted applications for compensation
payments for levies and special taxes as well as for the plundering and squander-
ing of their art collections and other belongings.”®® Around a year later,
on February 5 and 8, 1952, the Berlin Compensation Office received notification of
the financial losses for Betty Tietz, who died in 1947, and for Hugo Zwillenberg.?%*
The lawyer Dr. Hans Aldenhoff acted as legal representative for the entire family.
The authorites needed until February 1953 to examine the applications and to ar-
range a first meeting; thereafter Aldenhoff made it clear that “my clients wish to
complete the compensation proceedings as quickly as possible and are prepared
to reach a settlement of the compensation claims, just as in the [. . .] restitution
proceedings.”*%

The hope of a quick processing of their claim was, however, not fulfilled. The
Compensation Board acted slowly under the burden of the general flood of appli-
cations and initially dealt with the supposedly more easily manageable aspect of
the anti-Jewish compulsory levies. According to a uniform regulation, the confis-
cated funds in the compensation context were to be converted and paid out from
RM to DM at a ratio of 10:2. This meant that the exchange rate was better than for
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commercial restitution payments, which were per se converted at a rate of 10:1.
The background to this original Allied requirement was that the profound loss of
life, limb and freedom should also be compensated materially.®® In the summer
of 1953, Martin Tietz was awarded exemplary compensation of 50,660 DM for the
Reich flight tax of around 253,300 RM that he had been forced to pay in 1938.%%

However, it would later become clear that such standard procedures in the
Tietz/Zwillenberg compensation proceedings were the rule rather than the excep-
tion. This was also typical of the handling of compensation in general. Numerous
exceptions, special calculations and cross- and back-references to the restitution
proceedings complicated the processing. In the case of Georg Tietz, for example,
the compensation authority warned that only the Reich flight tax payments that
had been made in 1938 from private cash assets could be paid at a ratio of 10:2.
The share that the Jewish entrepreneur had paid from the proceeds of the sale of
his property, however, was only refundable according to the restitution rule at a
rate of 10:1.°°® The family’s lawyer objected to these administrative maneuvers,
emphasizing that since “the compensation law represents an exception that limits
legitimate claims [. . .] downwards to amounts that — as in the present case — are
clearly disproportionate to the damage actually incurred, there is no reason [. . .]
to reduce these compensation amounts even further to the lowest level.”**

It becomes clear what areas of tension arose between the legalistic adminis-
trative practice of the German caseworkers and the applicants’ experiences of
persecution. The potential for conflict was exacerbated by massive delays pro-
voked by the less than pragmatic approach. For example, in the compensation
case of Betty Tietz, Aldenhoff felt compelled to openly threaten the Berlin office
with a lawsuit for delayed processing at the end of 1956. The reason was that the
financial loss of around 863,000 RM, which had been claimed four years previ-
ously, had still not been decided, apart from a partial decision on the Jewish prop-
erty levy.””° The Compensation Board was obviously waiting for the outcome of a
pending restitution procedure. It was therefore not in a position to make the nec-
essary offsetting for funds that had been taken away or reused. It is no longer
clear from the available sources when exactly a corresponding decision was
made to the heirs.

The administrative coordination between compensation and restitution
claims in the Hugo Zwillenberg case took on almost bizarre features. He had sub-
mitted his asset losses totaling around 815,000 RM under the Berlin Compensation
Laws, including payments for the Reich flight tax of around 202,000 RM, for the
Jewish asset levy of around 247,900 RM, and the additional levies of around
125,000 RM extorted in the context of his imprisonment and escape.””* The Com-
pensation Board subsequently carried out a laborious investigation into which
partial amounts Zwillenberg had paid in 1938 from the sale of his Berlin home.
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Since the property on Hohenzollerndamm had already been reimbursed in kind
by the Federal Republic in 1950, the special levies paid from the purchase price of
218,250 RM were also considered to have already been paid. Accordingly, Zwillen-
berg was asked as an assignor to transfer the compensation claim for this sum to
the Berlin Senator for Finance.?’* As a result, in 1953 the public state authority
whose predecessor had confiscated the Jewish assets took over compensation
claims against the German state, which had previously acted as an “Aryanizer.”
The basic idea behind this formal legal step was to prevent double compensation
payments and to implement the primacy of restitution in kind. The same proce-
dure was followed with regard to refundable securities that Zwillenberg had
given to the Berlin Finance Authority in order to settle his tax debts.?”® For the
person concerned, however, this regulation not only meant an enormously longer
processing time, but also a high level of bureaucratic effort in order to provide
the authorities with detailed evidence of every financial transaction in 1938/39
and to fulfill all the formalities of the required assignment of his claims. It was
not until July 4, 1961 that a final compensation decision was issued, awarding
Zwillenberg around 119,500 DM for the remaining amount of the compulsory lev-
ies of 597,500 RM. The processing of the compensation for his asset losses alone
had thus taken more than nine years before it became legally binding.*"*

While these lengthy bureaucratic processes of compensation for the anti-
Jewish levies were already met at best with incomprehension from the family,
the processing of the other categories of damage triggered additional frustrating
conflicts at many points. This applied, for example, to the compensation for the
transfer losses suffered by the families of Georg and Martin Tietz. In the 1950s,
neither branch of the family had any conclusive documents that could have been
used to quantify the exact amount of the loss. This was partly because they had
long since lost control of their own assets since the end of the 1930s through ac-
count freezes and the law governing fiduciary management of enemy assets. In
addition, Georg Tietz died in 1953 and Martin Tietz was too ill after a stroke in the
same year to be able to provide the relevant information from memory. Hans Al-
denhoff could therefore only ask the authorities to estimate the amount of the
loss.””® He repeated this request several times. In 1963, the family finally had to
withdraw the transfer damage claim due to a lack of evidence.?’®

The comprehensive documentation requirement also forced the family to
provide page after page of explanations about their own persecution since the be-
ginning of the Nazi regime when justifying so-called damage to professional
advancement””” and when proving alleged boycott damage. The relevant letters
were drafted by the family lawyer Aldenhoff, who drew up a detailed picture of
the business and living situation of those affected.?’® Despite the cogent descrip-
tion of the well-known persecution situation in which Jewish department stores
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had found themselves due to the massive attacks by the Nazi party base, the au-
thorities entangled the family in pedantic discussions about whether each of the
owners of the largest family-run department store group at the time was actually
entitled to an individual payment of the maximum compensation sum of 75,000
DM. Ultimately, after more than two years of negotiations, the claimants agreed
that the maximum amount for boycott damages would only be paid out once for
the entire company and would be distributed equally among the former owners
and heirs of Hugo Zwillenberg, Georg and Martin Tietz.?”®

Ultimately, it is depressing in many respects to see from a historical perspec-
tive how little the official compensation practices succeeded in adequately re-
dressing the reality of the anti-Jewish confiscation measures. This is documented
in an exemplary manner in the handling of the squandering of commercial and
private property, which according to the law could be settled by means of mone-
tary compensation if the whereabouts of the goods were unknown and restitution
in kind was therefore not feasible.?®° With this mind, it was understandable that
Georg and Martin Tietz made claims for the squandering of the Mefa GmbH
warehouse.?®! The sale was carried out in 1938 by the state-appointed liquidator
Freimuth, who had valued the warehouse at around 150,000 RM below its value.
The compensation authorities did not accept the idea that this was an act of con-
fiscation by the Nazi regime. Instead, they insisted on the distinction that in 1938
the brothers had only owned Mefa shares. This was, however, not to be equated
with operational business ownership. The application for compensation was re-
jected in 1965 because the injured company, as a legal entity, had no standing
under the BEG. This was particularly true because Mefa’s headquarters were not
in the area of application of the Federal Republic of Germany or West Berlin.?**

Another example of this kind of practice is the way the authorities dealt with
claims for damages relating to private goods to be moved and art and book collec-
tions, the whereabouts of which could hardly be ascertained. From 1956 onwards,
the BEG stipulated that goods sold, auctioned or thrown away without consent
should be compensated by weighing up the material value at the time of the dam-
age and the current replacement value. The assessment was to be based on expert
opinions in a value ratio of 1:1 from RM to DM.?®* In February 1963, five and a
half years after the compensation application had been submitted by Georg
Tietz’s heirs in July 1957, the Berlin Compensation Board wrote to Aldenhoff that
“the necessary steps had already been taken” and that they were now simply
waiting for the results of the expert report on the exceptional Tietz library.?®* The
Tietz family and their lawyer Aldenhoff must have been very surprised when
they discovered who had been appointed as the expert by the authorities: it was
once again Max Niederlechner, who had already valued the collection for the
Nazi financial authorities in 1943 and had played a key role in the partial destruc-



236 —— 6 Wiedergutmachung: Complicated Issues

tion of the collection. While he had valued the collection at 20,000 RM at the time,
he recommended a compensation sum of only 16,000-18,000 DM to the office.”®
Aldenhoff objected to the low assessment and remarked, noticeably annoyed:
“When Mr. Niederlechner explains in his report that his work was made more
difficult by very imprecise and superficial information, Mr. Niederlechner has ev-
idently forgotten — which is understandable given the time that has passed since
then - that he had previously worked as an expert for the Reich Chamber of Lit-
erature on the book collection in question.” They would be happy, he goes on to
say, to negotiate personally with the expert so that “[. . .] questions that may be
asked can help Mr. Niederlechner to recall the events at the time in order to then
review the report that has already been submitted.””*® The lack of sensitivity and
morality in dealing with the claims of those persecuted by German authorities
can hardly be demonstrated more directly than in this case. Parallel to the nego-
tiations about the book collection, the Berlin Office of Wiedergutmachung had
a second appraisal prepared on the confiscated apartment inventory and Georg
Tietz’s art collection. The art expert Kurt Wittkowski estimated the total value of
the valuable paintings, graphics and arts and crafts furnishings at around 420,000
DM.?’ Due to the immense amount of property damage, the Berlin State Tax Of-
fice asked the lawyer for the claimants to negotiate a settlement. His clients Edith
and Hermann Tietz as well as Rosli Jasen ultimately accepted an out-of-court set-
tlement in order to finally reach a decision “[. . .] in the interest of a quick end to
the injustice committed a quarter of a century ago [. . .].”**® Understandably, the
family’s patience had run out. In June 1965, they finally accepted a settlement
offer of 275,000 DM for all of the lost items in question.”*

The compensation process in this form had long since degenerated into a
lengthy struggle by the family to have their legitimate claims recognized. As far
as compensation for material damage was concerned, Hans Aldenhoff clearly
acted as a filter that cushioned the emotional consequences of this treatment. The
experience must have been all the more personal and degrading for Hugo Zwil-
lenberg when the compensation authority questioned his family’s claims for com-
pensation for the deprivation of liberty suffered in the context of their escape.?%°
After Zwillenberg had extensively documented his family’s ordeal, the Berlin
Compensation Board only wanted to classify the imprisonment in Westerbork
until March 9, 1944 as deprivation of liberty. All further stays in the so-called
Front-Stalag in France, Algeria and Morocco were classified as “foreign police or
foreign and international measures”** and not considered to be due to persecu-
tion. Although Zwillenberg vividly described the terrible conditions of residence
behind barbed wire in the transit camps, the authorities initially rejected com-
pensation for this period of detention in their decision. For the applicants, this
approach was simply unacceptable, as Hugo Zwillenberg’s legal representative,



Bureaucratic Compensation = 237

Hermann Goétze, emphasized in July 1953. His judgment on the authorities’ behav-
ior in this individual case can be transferred to the entire compensation context:
“It becomes clear how quickly the causal connection between the events was
forgotten in the course of time, and how the links in the unfortunate chain are
now no longer recognized in their inseparable connection, and are even now
completely misunderstood.”**



Conclusion

There is no doubt that the takeover of the Hermann Tietz department store group
was one of the first and most spectacular “Aryanizations” of the Nazi era. As
early as the end of 1934, the Tietz family was deprived of their company property,
which included flagships of modern consumer culture such as the KaDeWe [Kauf-
haus des Westens, Berlin] or the department store cathedrals on Hamburg’s Jung-
fernstieg, Berlin’s Leipziger Strafle and Munich’s Bahnhofsplatz. The company,
initially passed into the possession of the creditor banks, was renamed Hertie
Waren- und Kaufhaus GmbH and a few years later was acquired by the managing
director Georg Karg, who had been appointed in 1933. With the abbreviation
“Hertie,” the new company consciously linked up with the good name of the pre-
decessor group. But there was no discussion of the fact that the world-famous de-
partment store company had been vulnerable for takeover only under the condi-
tions of the National Socialist persecution of the Jews.

The questions that have remained unanswered for many decades regarding
the “Aryanization” of the Hermann Tietz Group have been addressed for the first
time in this study on the basis of extensive research and the evaluation of many
previously unused sources: How was the Tietz family forced out of their company
and how was their property valued? What role did the banks play in the founding
of Hertie, and the appointment of managing director Georg Karg, who later took
over the group? What was the further fate of the Tietz family under the pressure
of the increasingly severe persecution measures and in their emigration? How
should the attempts of Wiedergutmachung for this injustice in the Federal Repub-
lic be evaluated? The study spans an analytical arc that for the first time provides
a multi-dimensional picture of the history of the company and its owners and
proprietors, ranging from the founding and prehistory to the historical burdens
from the Nazi era and the confrontation with the difficult past in the 1950s to
1970s.

Through innovative business methods, the linen goods store founded in 1882
by Oscar Tietz in Gera, East Thuringia, named after his uncle Hermann, became a
department store group. After the death of the company founder, the Hermann
Tietz company remained a general partnership, managed by Oscar Tietz’s two
sons and son-in-law, the personally liable partners Georg Tietz, Martin Tietz and
Dr. Hugo Zwillenberg. By 1932, the number of Hermann Tietz department stores
had increased to twenty, half of which were in Berlin. The group also included a
network of more than twenty real estate, trading and manufacturing companies.
The real estate companies alone accounted for around two thirds of the group’s
assets. The most valuable holdings were in the hands of Betty Tietz, the widow of
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the company’s founder, whose crucial importance was hardly noticed from the
outside.

At a time of rapid growth in the department store sector and increasing con-
centration within the industry, Hermann Tietz took over the Berlin-based
A. Jandorf Group at the end of 1926. However, this expansion, which was carried
out in good times, led to a significant rise in the company’s debt level. Like many
department store companies, the firm was therefore faced with considerable fi-
nancial burdens during the global economic crisis that began in the autumn of
1929. As part of the restitution proceedings, Hertie later claimed that the Tietz
family had sold their group because it had found itself in a hopeless situation dur-
ing the global economic crisis due to its high level of debt. In fact, Hermann Tietz
OHG was in financial difficulties in 1932, but they were able to overcome the
slump, later referred to as the “cash failure.” Thanks to the extensive real estate
holdings, their assets were still greater than the debts, which therefore continued
to be covered. Unlike Karstadt AG, which was even more heavily indebted, Her-
mann Tietz did not need to be supported during the global economic crisis. The
sources analyzed clearly show that the Hermann Tietz Group was only brought to
the brink of collapse by the department store crisis brought on by the National
Socialists in the spring of 1933. The attacks on “Jewish” businesses, especially
large department stores, which had already begun in the 1920s and which anti-
Semites regarded as a symbol of the supposedly negative influence of Judaism on
the economy and society, swelled into continuous terror after the National Social-
ists seized power. With the national “boycott of Jews” announced by the NSDAP
leadership on April 1, 1933, these attacks became the declared policy of the re-
gime. The fact that the future of the entire department store industry was now in
question hit the department store companies even harder than the short-term
consequences of the boycott campaign. At Hermann Tietz, sales fell by more than
40 percent in April 1933, and by 20 percent in the entire department store indus-
try in 1933. This politically induced crisis caused massive financial difficulties for
the Hermann Tietz Group.

The boycott on April 1 also marked the beginning of the “Aryanization” pro-
cess of the department store companies. Under pressure from the party and the
banks, Alfred Leonhard Tietz, a cousin of Georg and Martin Tietz, had to resign
from Leonhard Tietz AG on that day. It was now only a matter of time before pol-
iticians, with the support of the banks, would push for “Aryanization” of the Her-
mann Tietz Group. The owners refused to negotiate, but the increasing liquidity
problems into which their company had been driven by the National Socialist
campaigns made them vulnerable to blackmail. The banks were not prepared to
support Hermann Tietz with urgently needed millions in Reichsmark loans. They
can be blamed for consciously and prematurely yielding to the regime’s expecta-
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tions with this refusal. But the witch hunt against Hermann Tietz that was now
beginning can be attributed to those in power. From the point of view of the lend-
ers, the group could no longer offer reliable security because the continued exis-
tence of a “Jewish” department store company was politically endangered.

Although the liquidity crisis escalated dramatically in June 1933 and suppliers
could no longer be paid, the Tietz family initially resisted the pressure to “align”
[gleichschalten] their company. According to statements from the post-war pe-
riod, the personally liable partners Georg Tietz, Martin Tietz and Hugo Zwillen-
berg were then lured to the Berlin Adlon Hotel on June 22, 1933 under a pretext,
and locked in a room until they “agreed” to step down. The Reich Ministry of Eco-
nomics and the Akzeptbank, which was associated with the Reich, were prepared
to approve the rescue loan of millions on this condition. But Hitler’s approval was
required for this — it could hardly have been clearer how the granting of a loan
had become a political issue for Hermann Tietz. Hitler initially refused, but
on July 4, 1933, he gave in as part of a shift to a more business-oriented policy, as
advocated by the new Reich Minister of Economics, Kurt Schmitt. Only now did
the banks make their move.

The owners of the Hermann Tietz company, as personally liable partners of a
general partnership, could not be forced to resign like board members of a stock
corporation. Since they were liable for the company’s debts with their personal
assets under commercial law, they could only be ousted after a complex balanc-
ing of liabilities and were then released from liability for the company’s debts
after they left. In lengthy discussions, the banks of the creditor consortium, led by
the Dresdner Bank and the closely associated Bankhaus Hardy & Co., agreed to
carry out the “Aryanization” of the Hermann Tietz OHG by means of a limited
liability company (GmbH), which would enter the company as a personally liable
partner, expelling a member of the Tietz family. This strategy was implemented
on July 24, 1933 with the founding by the banking consortium of Hertie Kaufhaus-
Beteiligungs GmbH — a name that was chosen in reference to the “Hertie” private
brand that had long been sold by Hermann Tietz. The group’s authorized signa-
tory Georg Karg was appointed one of the two shareholders on behalf of the
banks and, together with Trabart von der Tann, who was designated as a trusted
representative of the banks, was also appointed managing director. However, the
decisive factor at Hertie GmbH was the administrative advisory board appointed
by the banking consortium, which had extensive powers over the management.
The composition of the advisory board gives a clear picture of how broad the cir-
cle of those involved was. Three of the seven members of the first Hertie advisory
board, including the chairman Charly Hartung (Hardy & Co.), were later perse-
cuted themselves as “non-Aryans.” No member of the advisory board belonged to
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the NSDAP, and the two managing directors Karg and von der Tann were also not
in the party and did not join later.

The creditor banks had agreed, in coordination with the Reich Ministry of
Economics, to proceed in two steps towards the “Aryanization” of Hermann Tietz
OHG. Just five days after Hertie was founded, the company owners had to sign an
amendment to the partnership agreement on July 29, 1933, which replaced Hugo
Zwillenberg as personally liable partner with Hertie GmbH. The company was
now called Hermann Tietz & Co., and the managing directors of Hertie joined Her-
mann Tietz’s management, where they could outvote the two remaining manag-
ing directors, Georg and Martin Tietz, at any time. Only after signing this “Gleich-
schaltung” agreement did Hermann Tietz receive the rescue loan of around
14.4 million RM, coupled with a moratorium on debt servicing. The Akzeptbank
contributed around 5.7 million RM to the loan, and the consortium of creditor
banks contributed around 8.7 million RM. In the consortium formed by ten
banks, including five private banks, under the leadership of Hardy & Co., the
Dresdner Bank Group and Deutsche Bank dominated, as did the Hertie adminis-
trative board.

The Jewish employees of Hermann Tietz & Co. immediately felt the effects of
the “Gleichschaltung.” According to Karg, around 1,000 of the 14,000 employees
were of Jewish origin, and 500 of them were dismissed in August 1933. The man-
agement was not forced to do this by legal regulations, but rather accommodated
the NSBO and the Berlin SA with the wave of dismissals. When business threat-
ened to suffer because no equivalent replacement for the missing staff could be
found, Karg held on to Jewish employees for a while, especially those in manage-
ment positions.

One year after being deprived of management positions, the Tietz family was
forced to give up their company assets in a settlement agreement. The preamble
to the agreement signed on August 13, 1934 stated that the family’s “exit” was “de-
scribed as necessary in the public interest.” It could not have been made clearer
that the family did not lose their company because of economic problems — as
was later claimed - but as a result of the persecution and robbery of Jewish en-
trepreneurs. It would have been no different if the Hermann Tietz company had
not been in debt.

The fact that the family was ousted by means of a settlement agreement was
a result of the company’s legal form as a general partnership and also followed
the strategy that the creditor banks had adopted in coordination with the Reich
Ministry of Economics. The owners could also have been robbed of their concern
by canceling the bank loans, but this would have forced the entire company into
foreclosure. The government and the banks wanted to avoid this at all costs be-
cause of the obvious economic consequences. The “Aryanization” of the com-
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pany’s assets could not be carried out by means of a simple purchase either, since
the acquiring company, Hertie GmbH, had already joined Hermann Tietz & Co. as
a personally liable partner. The forced removal of the Tietz family therefore had
to take place under commercial law as the departure of the personally liable part-
ners Georg and Martin Tietz through a settlement agreement with a new alloca-
tion of the “divisible assets.”

The Hertie management had no qualms about disclosing in a report written a
few months later how the company’s assets had been valued during the dispute
to the detriment of the Tietz family. In contrast to the balance sheets previously
prepared by the banks’ trust companies, a capital deficit of around 29 million RM
was reported due to the failure to take goodwill into account, high provisions for
debts of the group companies, “special write-offs” on real estate and the increased
bank debts. In order to ensure that the family was released from the company’s
debts, Betty Tietz, as the wealthiest family member, made up this deficit by con-
tributing her private shareholdings. It is important to note in this context that the
disposal of the private assets now resulted in a surplus of 15.5 million RM. Hertie
should have made up this amount, but received it without any equivalent pay-
ment. These obligations from the settlement agreement were offset by commit-
ments to the Tietz/Zwillenberg family, which, according to Hertie’s calculations,
amounted to a material value of around 2.5 million RM. Of course, the fact that
the family was released from liability and that they were allowed to continue
their commercial activities was more important to them.

In the overall balance sheet, the Tietz/Zwillenberg family lost the largest part
of the company’s assets due to the high level of debt of the group, which was esti-
mated at around 130 million RM in mid-1933. They were thus held liable not only
for the costs of expansion before 1929 and for the effects of the global economic
crisis, but also for the damage to the company’s assets caused by persecution and
Nazi terror. Added to this were the losses from Hertie’s described “Aryanization
profit” in the partition balance sheet.

After the family was forced to leave the company at the end of 1934, Hertie
took over the Hermann Tietz company which thus became the property of the
creditor banks. Anyone who had believed that the banks would set about opening
up a sustainable new perspective for the company, now known as Hertie Waren-
und Kaufhaus GmbH, was soon proven wrong. The consortium continued to see
itself as a creditor to Hertie and only increased the share capital to 2.5 million
RM, which in no way met the requirements of a department store group of this
size. Later explanations that the Tietz family’s removal was a financially neces-
sary restructuring measure turn out, on closer inspection, to be purely defensive
claims.
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Hertie managing director Georg Karg took advantage of the difficult situation
in the summer of 1936 to propose a plan to the banks that would enable him to
take over a majority stake in the company. His proposal was that, with the sup-
port of a loan from Dresdner Bank, he would acquire a majority of the shares at a
price of 50 percent of the nominal value and then pay off the loan with a
ten percent share of the profits. Karg took advantage of the fact that Hertie had a
share capital that was set far too low. Dresdner Bank, Hardy & Co. and the other
creditor banks were happy with Karg’s proposal, as the share capital consisted
almost entirely of converted bank debts. The creditors wanted to see this money
again and in view of the unfavorable business development of the department
store group they had to fear that this investment would be even more expensive
for them. Against this background, with the involvement of the Reich Commis-
sioner for the Credit Industry, the creditors agreed on a package that included an
increase in the share capital to 7.5 million RM by converting the bank debts, a
four-year standstill agreement and the sale of a 51 percent stake to Karg. By Sep-
tember 1937, Karg had a majority stake in Hertie. Since the department stores
were now experiencing a strong upturn, he was able to gradually increase the
stake from his share of the profits. In June 1940, he finally achieved his goal of
taking full ownership of Hertie.

Contrary to what is sometimes claimed, Karg did not take over the depart-
ment store group as an “Aryanizer,” but he profited from this “Aryanization” like
no other and also took Jewish-owned department stores in Guben, East Prussia
and Berlin into private ownership. Parallel to his rise as Hertie managing direc-
tor, he expanded the “Aryanized” Berlin department store Paul Held Nachf. into a
private business base.

The Tietz/Zwillenberg family stayed in Germany after losing their group and
tried to manage the assets they had left. They were able to rely on promises that
were unusual for an “Aryanization” and for which there had still been scope for
negotiation in the early years of the regime. The settlement agreement was still
based on commercial law provisions that provided for negotiations between the
shareholders and were further grounded on the idea of a division of assets. Tak-
ing these promises into account, Georg and Martin Tietz founded trading compa-
nies in Berlin and London that belonged to the Hertie Group’s purchasing group.
They were supported with a subsidy from their transferred company assets. They
were also exempted — at least temporarily — from the Reich flight tax, and with
official approval they were given the opportunity to finance foreign trade trans-
actions to generate foreign currency with loans of up to nine million RM.

With this background in mind, the legend later arose during the restitution
proceedings that the Tietz family had left Germany with a compensation of be-
tween six and twelve million RM. In reality, the special permit worth millions
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was a credit line for export transactions, which could then be carried out on a
much smaller scale than originally hoped. When one considers that the family
was left with less than two percent of the company’s assets in the settlement
agreement and also lost a large amount of privately held shares, then one cannot
speak of a “compensation” and certainly not of “fair treatment.”

The promises received proved useful nonetheless. They made it easier for the
Tietz family to transfer assets abroad before emigrating. Because they had long
invested parts of their assets in banks in Switzerland and the Netherlands, Georg
and Martin Tietz were able to acquire citizenship of the Principality of Liechten-
stein for themselves and their family after emigrating to Switzerland in 1937. Pro-
tected by this status, Georg and Edith Tietz managed to emigrate with their chil-
dren via England and Cuba to the USA. Martin and Anni stayed in Cuba. Betty
Tietz followed her sons to Switzerland and from there emigrated to her home
country, the USA.

The family of Hugo and Elise Zwillenberg had to take a much rockier path of
escape. They were drawn into the vortex of the merciless November Pogrom of
1938 and the head of their family, Hugo, was taken to the Sachsenhausen concen-
tration camp. Like many wealthy Jewish businessmen, Zwillenberg was forced to
sell all his real estate under the pressure of threats of violence. His emigration to
the Netherlands and a renewed arrest by Nazi occupation troops began a true od-
yssey that led him through numerous camps. The torture of persecution and es-
cape left the Tietz and Zwillenberg families torn apart, robbed and scattered
across the world.

For the Nazi regime, the emigration now provided the formal reason to seize
the family’s remaining assets in Germany. Although the range of confiscation in-
struments used here has long been known, it remains shocking how systemati-
cally and cunningly the state enriched itself at the expense of the entrepreneurial
family. Even more shocking, however, is the finding of how many different pri-
vate profiteers ruthlessly gained personal advantage in the slipstream of the re-
gime. It is clear that the desire for “Aryanization” and robbery represented a ho-
listic phenomenon of a society that had lost its compass of values. Evidence of
this can be found in the “Aryanization” of real estate, in which manufacturers,
small retailers, insurance companies and even the Wehrmacht itself participated.
A genuine race for wealth arose over the family’s valuable art and book collec-
tions. After these were confiscated or seized as enemy assets, the financial author-
ities set about appropriating the most valuable pieces, selling them at auction or
simply selling them off to individual interested parties. The loss of the family was
thus combined with irreparable damage to the German cultural landscape.

After the end of the Second World War, attempts to “make amends” for the
National Socialist injustice through private restitution and state compensation
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faced the difficult task of mapping the complex experiences of persecution in law-
ful normative structures in order to be able to process them legally at all. A par-
ticularly inglorious chapter in West Germany’s policy of dealing with the past
was the behavior of the German authorities in resolving the compensation claims.
When it came to financial compensation for confiscated and seized private assets,
the German caseworkers barricaded themselves behind legal regulations. In an
extremely bureaucratic manner, they burdened the applicants with documenta-
tion requirements, confronted them with incomprehensible calculations and
often delayed the proceedings for years. It must have seemed utterly shameful
when the Zwillenberg family’s interim stay in military internment camps was not
classified as a result of persecution. Such revisionist maneuvers undoubtedly
made those affected question the impartiality and honesty of the compensation
offices.

The restitution of their former department store and thus the inheritance of
their parents’ generation was of particular importance to the family. The narra-
tive of the encounter after the war between the Tietz family and Georg Karg and
Hertie took place under different circumstances. The Allied occupying powers
had placed the operating assets of the German companies under supervision. In
addition, the restitution regulations assessed all legal transactions concluded with
Jewish company owners since January 30, 1933 as illegal confiscation. This pre-
sumption reversed the burden of proof and put the purchasers under pressure. It
was hardly possible for Georg Karg to deny the “Aryanization” with conclusive
evidence. Nor could he afford to resort to delaying tactics in order to obtain legal
certainty for the continued operation of the department stores. This link between
reimbursement and the resumption of business activity had a particularly strong
effect in the Hertie case, as the group lost its branches in the eastern sector of
Berlin and in the Soviet occupation zone. If the company wanted to succeed in
West Germany against strong competitors, the new start could not be blocked by
pending reimbursement proceedings. These circumstances motivated Georg Karg
to strive for a quick clarification, which was of course also in the interests of the
claimants.

Starting from the summer of 1948, the Tietz family submitted almost a dozen
restitution applications against Hertie. Both parties were aware that clarifying
the complex claims through individual proceedings would be time-consuming
and not very productive. They therefore agreed to combine the proceedings and
to seek a universal settlement. This was the first strong signal that Georg Karg
and the Tietz family were adopting a pragmatic approach, because this decision
also meant that both sides refrained from individually evaluating and balancing
the confiscated assets — each piece of land or property, each warehouse or share
in a company. Instead, they sought a material settlement that was primarily
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based on the monetary viability of both parties. With this understanding, there
were no meticulous calculations of the “Aryanized” assets, so that the legitimate
questions about the amount of Hertie’s “Aryanization profit” can hardly be an-
swered from a historical perspective. However, this study clearly shows the point
in the restitution negotiations at which both sides considered their rights and ob-
ligations to be appropriately balanced.

The entire course of the restitution process reveals a picture that is already
familiar to informed researchers. Hertie saw itself as materially, but by no means
morally, guilty, as responsibility for the discrimination and persecution of Jewish
victims was shifted entirely onto the Nazi state. The only way to be able to con-
duct negotiations despite this attitude was for both sides to tacitly agree to stop
discussing past guilt and instead to concentrate entirely on balancing current and
future economic interests. An important prerequisite for this approach, which
can be seen in the sources, was that Georg Karg sought personal contact with the
Tietz family. They had known each other for years, even from their collaboration
before 1933, and this acquaintance evidently enabled an objective and construc-
tive atmosphere.

Similar to how the “Aryanization” took place under special conditions, the
restitution settlement also had a special character. In contrast to all previously
known cases, the parties did not agree on a one-off return or compensation pay-
ment. They entered into a long-term, business-like relationship. The Tietz family
received back the buildings and land of the department stores in Karlsruhe, Stutt-
gart and Munich, but immediately leased them back to Hertie for twenty years.
The rent was set at a fixed share of up to 2.5 percent of the department stores’
sales.

For Hertie, this meant that the company was not obliged to make a one-off
payment worth millions, which it could hardly have shouldered at the time. In-
stead, the services were provided in moderate quarterly lease payments, which
the group was able to finance from its profits. The Tietz family, on the other
hand, secured a significant portion of their still tangible property as well as a con-
tinuous source of income to provide for themselves and their heirs in the long
term. This settlement certainly entailed a certain business risk as to whether Her-
tie’s future sales could actually cover the restitution payments. However, this sift
to the future was to pay off for both parties to the settlement in view of the onset
of the “economic miracle” and the accompanying wave of consumption. Since an-
nual sales had exceeded the previously estimated level by far since the mid-1950s,
the restitution payments were also significantly higher than the original expect-
ations.

Shortly after the restitution settlement was concluded and Hertie began to
grow again, including through the takeover of the previously “Aryanized” depart-
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ment store companies Wertheim and Hansa, Georg Karg adapted the group’s or-
ganizational and ownership structures. He streamlined the complex capital en-
tanglements of the numerous group companies and finally placed Hertie GmbH
under the umbrella of a company-affiliated foundation, the Karg Family Founda-
tion. This hybrid governance model enabled him to shield his group assets from
the outside world in the style of a family business and to secure for himself and
his family the long-term control rights over the company’s assets, which were
now immune to inheritance laws.

Despite the market development being financially favorable for all sides, the
relationship between Hertie and the Tietz family was not free of conflict in the
years that followed. This was also due to Hertie’s rapid expansion, which Georg
Karg believed was slowed down by the competition clause anchored in the agree-
ment. From the mid-1950s onwards, the department store patriarch once again
pursued his commercial goals alone, but he tried to circumvent this clause of the
contract. When the debates about the local ban on opening further branches com-
bined with discussions about buyback offers, deep tensions arose that also af-
fected the family. Hertie behaved increasingly insensitively, even threatened indi-
vidual family members with lawsuits and, through a number of machinations,
came to be suspected of attempting to assert its interests over the heads of the
company’s heirs.

It is interesting to note that additionally these conflicts always remained on
two levels of negotiation. While the respective legal representatives of both parties
argued fiercely, the personal connection between Georg Karg and the former own-
ers remained intact. This was the only way the disputes could be settled in the
early 1960s. When the restitution settlement finally expired on July 1, 1970, Hertie
was able to fall back on some purchase options that had already been agreed upon
for the properties in Karlsruhe, Stuttgart and Munich. Martin Tietz and his heirs
even extended their leasehold for another 15 years and thus continued to work
with the department store company. At the end of the long restitution phase, how-
ever, almost all of the previously confiscated property was returned to Hertie. At
the same time, all other claims arising from the “Aryanization” were considered
legally settled.

If one sums up the history of the encounter between the former “Aryanizer”
and the victims of anti-Jewish persecution, who now faced each other in changed
roles as those entitled to make claims and those obliged to respond to these
claims, it must be stated that they found a relationship on equal footing, not least
due to the fact that Hertie was economically dependent on good relationships.
The Tietz family was in the fortunate position of being competently represented
in the extremely complex, detailed questions of restitution by experienced law-
yers, with Kurt Jasen even from their own ranks. As a result, they succeeded in
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satisfactorily realizing their claims. With their conduct in the Paul Held Nachf.
restitution proceedings, Hertie and Karg also provided a counterexample in how
coldly and calculatingly they enforced their business interests against those
claimants. Here they exploited the financial hardship and poor health of the Auf-
richtig couple in order to quickly placate the former department store owners
with a compensation that was far too low.

This once again confirms the double face of Hertie representatives in dealing
with their own past. Their greatest shortcoming was their lack of insight into the
need to take moral responsibility for their own involvement with the unjust re-
gime of National Socialism, regardless of any material or legal level. This was a
failure that continued well beyond the end of the restitution phase and the disso-
lution of Hertie, and into our recent past.
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Karg, Hans-Georg 157, 159-160, 162-163, 166,
168-169, 208-209, 213

Karg, Walter 85-86, 218-219

Karg, Willy 217

Keppler, Wilhelm 67

Knobloch, Charlotte neé Neuland 5, 187

Kohler, Bruno 215, 220

Kraus, Hans 189

Kréger, Hans 68, 90

Kiicher-Eigner, Charlotte 116, 126, 143, 147, 187,
193, 199, 203-204, 206, 208, 213, 229

Lachmann-Mosse (family) 43

Ladeburg, Richard 85-87, 214

Ladwig-Winters, Simone 2

Larlam (branch manager) 64

Laupenmuhlen, Erich 90, 103

Lenz, Otto 182-185, 187-188, 190

Levy, Franz 47,97

Lewecke, August 68

Liebermann, Max 147

Lindgens, Arthur 156-158

Lindgens, Joachim 157

Lindgens, Ursula (formerly Wertheim,
Ursula) 157

Lippert, Heinrich 102

Léb, Rudolf 49, 58

Léwenberger, David 19, 23, 29, 31, 66-67, 72,
82,90

Manasse, Georg 97

Mendel, Samuel 83-84, 87

Merton, Alfred 128

Meyerheim, Paul 146

Michel, ElImar 52-53

Moses, Fritz 181

Mosler, Alfred 144

Mosse, Fritz 190

Mosse, Rudolf 43, 50, 198

Miiller, Nathan 19, 50, 66-67, 82, 90

Nachmann, Martin 216-219
Neckermann, Josef 93,100-114
Neuland, Fritz 6, 182, 186-187
Niederlechner, Max 148, 235-236
Norman, Brigitte Grafin von neé Karg 169, 208
Norman, Roger Graf von 157
Nowomiejski, Kurt 145
Nunnike, Kurt 125

Oliven (branch manager) 65
Osborn, Max 26

Ossmann, Olaf 157
Overbeck, Gustav 103

Papen, Franz von 153
Paschke, Hans 58, 64, 80, 86



Petzall (employee of the Hermann Tietz
company) 65

Pilder, Hans 57-58, 64

Pohl, Richard 59

Posse, Hans 52,70

Praser (employee of the Hermann Tietz
company) 65

Priester, Hans Erich 92

Piinder, Hermann 36

Quaatz, Reinhold 58

Rachelmann, Auguste 145
Rachelmann, Hermann 144
Rasche, Karl 102-103
Rathenau, Walter 59, 125
Ratzmann, Hugo 102-103
Reichardt, Wolfgang 44-45
Reuter, Karl 90

Ritter, Alois 131

Rosenkétter, Hans 144
Rosenthal (branch manager) 64
Rosenthal (entrepreneurial family) 57
Rossi (economic expert) 73
Ruge, Hartmut 215

Sack, Walter 155

Sauckel, Fritz 68

Schaar, Bjornsen 49, 51, 55, 58

Schacht, Hjalmar 45, 54, 117

Schaeffler, Wilhelm 104-105

Schell, Guido 157, 160, 187, 196-198, 202-203,
206-207, 209, 211, 215-217

Schmidt, Walter 50, 190, 222

Schmidt-Bangel, Ludwig 147

Schmitt, Kurt - 52-54, 117, 240

Schocken, Salman 34, 51

Schocken (entrepreneurial family) 1, 34, 97

Schondorff, Hermann 30, 48

Schroder, Kathe 81

Seemann, Wilhelm 90

SeyR-Inquart, Arthur 134

Sichler (Lieutenant Colonel) 39

Silverberg, Paul 128

Simon, Arnold 90

Sklow, Hermann 65
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Solmssen, Georg 128

Spethmann, Paul 48, 55
Spiegelberg, Ernst 48, 51, 80, 104
Stauss, Emil Georg von 156-157
Steffani, Hans-Heinz 73, 98, 108, 115

Tann-Rathsamhausen, Trabart Reichsfreiherr
von und zu der --- 30, 55-59, 61, 64,
66-68, 73, 82-83, 90-91, 102-103, 155,
240-241

Tengelmann, Herbert 113

Tietz, Alfred Leonhard 47, 50, 239

Tietz, Anni - see Tietz, Rosa Anna (Anni) neé
Boning

Tietz, Betty - see Tietz, Rebecca (Betty)

Tietz, Edith neé Griinfeld 13, 15, 17, 75, 124-129,
131-132, 138, 149, 196-205, 207-211, 213,
229, 232, 236, 244

Tietz, Elise - see Zwillenberg, Elise neé Tietz

Tietz, Hans Herrmann - see Tietz, Herman

Tietz, Herman (formerly Tietz, Hans
Herrmann) 124,129, 131-132, 196-197, 199,
202, 204, 210-211, 225

Tietz, Hermann 6-8, 11, 14-15, 19, 238

Tietz, Julius 7, 20

Tietz, Karl 7

Tietz, Leonhard 7-9, 11, 13, 18, 25-26, 31-33,
47-48, 54, 70, 97, 99, 101, 129, 239

Tietz, Markus 7

Tietz, Oscar 6-11,13-15, 19, 21, 23-24, 42,
59-60, 83, 100, 121, 125, 155, 230, 238

Tietz, Rebecca (Betty) neé Graupe (Meyer) 6,
13-15, 17, 24, 42-43, 74-75, 78-79, 81, 91,
117, 125, 127-128, 132, 138-139, 141-142,
144-146, 180-181, 190, 222, 225, 230,
232-233, 238, 242, 244

Tietz, Rosli - see Jasen, Roe (Rosli)

Tietz, Rosa Anna (Anni) neé Boning 14, 16, 125,
127, 131-132, 138, 140, 180, 232, 244

Uhlfelder, Max 57
Uhlig, Heinrich 52

Vandyk, Arthur 116
Vogel (family) 229
Vogel, Willy 125, 127, 229
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Wagener, Otto 49, 51, 53, 55, 58

Weinstein, Sally 65

Wertheim/Wertheim-Froeb (family) 1-2, 9, 11,
13, 28, 30, 34, 37, 55, 100, 155-158, 170,
195, 247

Wendler, Herbert 215

Wertheim, Albrecht 157

Wertheim, Franz 156

Wertheim, Georg 9, 156-157

Wertheim, Klaus 157

Wertheim, Ursula - see Lindgens, Ursula

Wieland, Hermann 28-29, 31

Winkler, Friedrich 147

Wintermantel, Fritz 49, 58, 65, 86, 102

Witte, Irene 97

Wittkowski, Kurt 236

Wolff, Richard Carl 73

Wronker (merchant) 34, 155-156
Wronker, Hermann 155
Wronker, Max 155

Wronker, Simon 156

Zinsser, Hugo 156

Zirpel, Elisabeth 157

Zola, Emile 10

Zwillenberg, Elise neé Tietz 13-14, 16-17, 43, 60,
75, 133-134, 138, 141, 190, 230-231, 244

Zwillenberg, Helga Henriette Linde 6, 14,133

Zwillenberg, Lutz Oscar 6, 14,133
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