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It is widely believed that it was armament minister Albert Speer who caused the sudden upswing of the German armament production after 1941 by introducing several rationalization measures and, probably most important, by replacing cost-plus contracts with fixed-price contracts. We question this view by exploring a new set of firm-level data. In this paper, we mainly concentrate on seven German aircraft producers which were engaged in the production of the Ju 88 and Ju 87 aircraft, and which represented about the half of the German aircraft producers. For six of these firms (Arado, ATG, Heinkel, Junkers, Siebel, Weser) audit reports of the Deutsche Revisions- und Treuhand AG are available in the Federal Archives in Berlin, covering most of the war years. For Henschel we added data from company files which partly survived in the archives of Zahnradfabrik Friedrichshafen (ZF). The development of factor endowment, production, productivity, costs and prices of these seven firms during the war suggests, that in the aircraft industry, which accounts for about 40 percent of German armament production, the crucial political changes occurred not in 1942 but already before World War II started. In spring 1937, the aviation department chose to rely on fixed-priced contracts in order to give the aircraft producers the incentive to reduce costs. In summer 1938, it decided that the aircraft producers had to concentrate on a few different types or components so they could run larger production series. What followed was a predictable path of industrial development, not a sudden production miracle. Moving down the learning curve the managers of the aircraft producers learned how to deploy the workers more efficiently. As a result, in the period before 1942 the growth rate of value added per blue-collar worker was considerably higher than under Speer’s reign. It came to 17.3 % both in 1938 and in 1939, to 9.2 % in 1940, to 6 % in 1941, and only to 3.5 % and 3.7 % in 1942 and 1943 respectively. After 1941, it was primarily the ongoing growth of the capital and labour endowment combined with a higher capacity utilization that enabled aircraft producers to raise their monthly production continually until summer 1944. We will have to analyze other war industries in greater detail before we can prove our hypothesis that this result is not an industry-specific exception. But these data from a crucial segment of the military-industrial complex are enough to cast serious doubt on the conventional characterization of Speer’s armaments miracle.







