Section 2.

1, In the political field I could report that the idea of a German
or European federation is shaping up and that the work in cur zone opens the
possibility in either direction, A similar optimistie report cannot be given in
regard to economic desentralization, whose failure may have serious repercussions
on the process of politieal decentralization. It is the old but bad recipe to
establish new agencies whenever in substance an actual plen cannot be found. As
already &iamasedfn.outside of the operating Industry Divisfon a specisl agency
dealing with all cartels and & board dealing with one ecubine (I.G, Farben)
have been esteblished., The I.G. Farben board, in its inter-gone relations,
hed the bitter experience that a Psteering committee™ on 1.G., Farben organized
by the feur ocoupying powers, n;ver would operate successfully. I had a very
pleasant contaot with some of the lawyers of the 1,G. Farben control board
(Major Lene; Major Bechter and Major Donald McLaren, (British) to vhom, on
their reguest, I gave & copy of my paper on “Techq}qneﬂ'pf Disestablishment
of Combines®, From them I learned of the problamsarising out of the mttempt
to deal with corporation issues before the poli'ciégﬂig;bgﬁomre and the form
of general economic orgunization within which theca%:&?aticn hus to operate,
are clariéied. It ie not possible to come to a eensiﬁ;alz polution with re-
gard to combines befére the market conditions im tﬁe&;%inoipal producte
have been clarified, It is also not possible to deal with "one® combine unless
th? basie principles of a pelioy in regard to mbﬁeg*in gonersl sre establisghed,
However the finding of general rules agaln depends on & previous solution of

the general political snd economic problems, wherefore the success of a law

drafted by the Legal Division of Military Government providing for general

Fn’ Gonpate Ghlpto XI, 863. ]i'



provisions on the dissolution of combines is subject to :ubstuntial doubt, .

The existing division of cartels and external assets may find work im a study
of the historicel material, It is to be expected that some unknown material out
of the pre-war or war period can be obtained, although in this point the investi~
gation of I.G, Farben's documenis, which took plsce under the very efficient
leadership of Ritchin, was disappointing, However the curtel agency cannot in-
fluence the future development if it remains outside of the socope of the economic
braneh, In my routine work as German sgency officer during the relatively short
time of my presance in (ermany, I could learn a great deal sbout the certel and
combine poliecy. I come closest to the problem in connection with the following
parts of my assignmenti

1. Applestance to the expert and import gection,

2, Substitution of the dissolved *Wirtachaftegruppen®.

3. Reguest of the Bawarian government for protection against combines.

4., Assistence to 1.G, Farben control board,

In these activities 1 found a number of basic trends vhieh in the following
are going to be explained on the basis of some cuses, each exemplifying ons of
the trends, ;

1, Attempt to save monopolistic position of one combine (exemplified by the
Zeiss case). The %eiss Endowment and its most important enterprises, Carl Zeiss
snd Schott & Uenosnen, sxercised a complete control over optical glags and over
a very importent part of optical instruments. dJena, where the principal plaunis

Fn. The material in each case included in this discucsion is attached in specisl
memoranda covering sach of the cages.



were sitauated, was ocoupied by the Ameriecans between the end of May to July,
1945, when it was taken over by the Russians. Although the Russiane up to now
have not removed the Zelss and Bchott plants from the Rumslan zone the Zeiss
people consider their plant as loct. 8ince there is no inter-sone trade between
the Rupgien and other zones, the western sones appesr as econocmic entities, In
the western Zones there were political competitors of Zeiss in the optical glass
fields Steinheil & Sohne and Rodenstook. Furthermore, there were potential com-
petitors in the optical instrument and camera fieldt Steinheil and Leitz, During
the war Zeiss begsnto build up optical glase plants outeide of the sastern zone,
They ostabllshaéﬁfﬁij;ﬁ\?aroinigta Farbenglaswerke Zweiseel ahd Hensold in Witsler, .-
The Zeiss peoplé?&é‘v ¢ very much embarragsed sbout the possibility of the develop-

ment of ¢ompséitors ih the western wone.

to establish a rgsea}oh undertaking in the works of Steinheil & Sobne under the

menagemént of the Zélss inventors, Thereby they came in contuct with 8teinheil
and reached the following working agreement:
a, 8teinheil will not produoe optical glass,

b, Steinheil will bring out similsr cameras snd optical instrumonts
under the Zelse trademarks.

¢s The optical ingtrument people of Zeise will be employed by 8teinheil,
The Zéiss people furthermore succeeded in obtaining complete freedom of
movement through the country. S8ince Pr. Kuppenbender and Br. Heinrichs opemated
méei' the protection of the Air Force their party membersghip was no csuse for
their exelusien from business. They enccespfully threatened Leitz und other firms



-

in our gone end in the British sone, that any attempt to go on the optical
glease market will bs puniehed by boyecott in regard to other artioles.gn.

The Zeiss cmse, as any other monopolistic case, has internatienal implications,
Since non-German firms which have patent or other agreements with Zeiss are afraid
that any development of competitive forces in Uermany may in the end disturb the
existing balance of powet they may have an interest in helping the Zeiga people in
susteining their power in Germany, Under the present conditions the Zeiss people
are smceessful, If the Jena plant should definitely not be taken out snd if the
Russian zone snd the western zone should agein be gombined the ‘previous condition
will be reestablighed. If Jens should be taken out or the esstern sone not be re-
connected wibh the western zone, the present set-up of Zelss in the western szone
is sufficient to reestablish the monopolistic position for western Europe.yn-

The Bavarisn government ie quite concerned about tramssctions such zs that
between Zelms and Steinheil, eince they believe that those transactlons will
finally bring about the failure of the political decentalisation. They realise

that political decentralisation isg impossib%_9§=;gf§ptzt@ most importent parts of

Bavarien economy are under the centrol of pedpls principally intevested in terrie
Rnte

tory outside of Bavaria, They have express
conference in Hoechat.
2, Reestablishment of mnopolistic Po.«féio V.' '"V e ;

arman bulb market was under the
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firhe belonging to the Phoebus cartel), In 19 basic patents come to

Fn, The doouments on which these statements a.re bas‘

i;‘-’s ‘Viheluded in specisl

regorts sutmitted in each ocase,

Frie« Urgent patent problems arose in this cunneetian "shioh aro discussed in ths
chapter on "Research and Patents®, ,



&n end competition began to develop, which undersold the cartel, Howsever the
politicel influence of the cartel succeeded in compelling all producers to join
8 "Cemeinschaftselectrischeldmpen® under which rules only the former cartel firme
could produce standard bulbe while newcomers were limitsd to the production of
certain special produets. The manager of this "Gemeinschaft® was en employe of
Voight & Heeffner (subsidiary of Continentale Dessau Gas 4,G.), When the Buro=
pean war broke out in 1939 the Phoebus cartel wes declared interrupted for the
time of the war and substituted by "Buropeeische Abrechnungsstelle® to which the
former German Phoebus members, as well as Hungarian Tungsrsm end the Austrian
group belongs. Philips (Holland) did net join officially.

The whole Buropeen system was only a part of the world bulb aystem in which
Genersl Bleotric wag lesding, The problem at the end of hostilities wes whether
this balance of powsr within the cartel can be reestablished, The Military Governw
ment was very much interested in the production of btulbs not only becsuse it was
congidered one of the obligations of Military Government to take care of the 1light
needs of the population, especially of hoepitals, but alee for reesons of security.
The Russians took ocut of the Berlin district the Osram and Pintsch plants which
procuced a very large percent of the totdl German production., Because Military
Government hed no governmental channel to bring up suoch questions, an advisory
sommittee of industry was appointed by the electricszl section of the Industry
Division of Military Uovernment, in which we find the pepresentatives of A.E.G,,
8iemens, Brown-Boverl, Braun & Hoffmann and Veight & Haeffper, In this meeting
the A,BE.Gu~Elemens group took the view that mothing eszu'd bs dome %o relieve the
severe bulb shortage. After this view was expressed 1 took up contact with the

Brown-Boverl group, which waa the only possible competitor of the A.E,G-Siemens



group, Mr, Hechel of Brom-Boveri, & very efficient and active technician,
immediately declared his willingmess to prcduce bulbs, He had no doubt they

would be able to produce all requirements needed for the western sone; however,

he declsred that this production could not come under way until General Electrie
gives & license to Brown<Boverli for the manufasture cad use of "Clagkalbepmaschine®,
Thig ptatoment wus ral*:t-aci to the A.E.G.-Siemens groupe with & quite surprising
effect, Only a week later iir, Buecher, genersl manager of A.E.C., one of the most
poverful leaders of the Osrem group, appeared in Hoescht and informed the iilitary
Government that, surprisingly, mschines of every kind huve been found in the
American zene and the &nnual production of 20 to 25 milllem bulbs sufficient to
cover the needs of the U.S8, zone could begin im & very short time. g

It is obvious that this development heg internationsl implications. I asked
#r. Rechel of Brosa-overi and Dr. Siemens vhether Philips in sny way appesred
in this situation. I was told that Philips has made no attempts to contect any
of the Germen I’ir:ms. To what extont other firms interested in the sustalning of
the tulb eoatrol huve interfered is not known now, end should be investignted.

3. Utilisetion of militery power for strengthening of world monopolies,
exemplified in the cese of Henkel & Co. - Unllever,

The only competitor of Unilever (England) and Proster & Gamble (U.5,) is Hen-
kel & Co, operating under the trademark "Perail®, Henkel & Co. had a very effie
clent mensgement and eurned consideruble profits. The profits were invested in
the soquisition of 2 atrong participstion in the Degusa (Deutsche Gold und Bilber
Schiedemnstalt) snd the Metallgesellschait. In technological respect the Heankel

firm concentrated on the menufacturing of soap and laundry material. In connection

Fn, The case ip steted in full, with all documents in s special report.



with this production an extensive rosearch took place, which had importsnt
results not only in the soap eénd military field but also in the pharmaceuticul
field, Henkel hus o general agreement with I.G. Farben in accordance to which
these firms do not compets, They consider their fields of operaticn ae divided,
and the pharmsceutical developments of the Henkel research were given to I.G.
The ehairmen of the board of supervisors of Henkel & Co., Dr. Ernst Petereen,
related the following situstions

s, For yesrs Unilever hes tried to get control of "Poreil”, They
oven muceceedsd in getting the trademerk “Persil" in Frunce by an exploitution
of & mistske of Henkel!s trademsrk lawyer. All in all, Henkel wap anxious to
keep its independence ap well as the indegondencs:af the "Persll" cubsidiaries
sbroed, In this fight Henkel wus supporﬁed by its informetion exchinge agreement
with Proctor & Gamble, sith which frieadly relsticae exlsted until 1940,

Now the British Hilitarf Gavernment srrested the Henkel mansgement and
urged the transfer of the Henkel intereste everywhere to Unilever, Proctor &
GCemble did not make au sppeerance sad did noi raige any objection, and Dr. Peter-
gen is afraid an sgreement between Proctor & Gemble and Unilever has been resached
about the division of markets,

b, Petersen suggests dissclution of the Henkel combine. All finsaclal
snvestaente such #s Deuteche Cold und Silber Schisdenptalt are to be ssplgned
to an Allled Control Beards snd under the supervision of the Allied governments
the independent position of Henkel in the sosp and lzundry field ig reestzblighed.

There is no doubt that we have a very substantial interest in this cease,
whick sffects nct only the British wone im which, by ucoldent, the headcuarters

are located, but the entire Germun econcuy &s woll sg the internctional warkets



Therefore, I suggest the establishment of an Anglo-Americen committee to handle
thig osse in cooperation.

4+ Prohibition of "German participatiom® in international certels ic ine
sufficient, exemplified by the Brown-Boverl case. In the antitrust investigation
in the field of electrical machinery it slwsys romained en open guestion how the
Bromn-Boveri A,G, Mannheim (and subsidiaries) production wap affestsd by the
existing ugreements. The relations between the Swise Brown-Boveri :md the Cermen
Brom-Boveri remained dark. The German Brown-Beoveri (General Monager Dr,
Schnetgler) end Mr, Rechel are fully aware of the fsct thet Germanmy has to export
sufficient to pay off .t.he coete of import of food, ete. In this commection they
themselves brought up the question of their relation to the Swiss Browm-Boverti,
I have pubmitted in .detail a desoription of the documents of this cage in a
special report. In thls connection, however, it may be s2:id that the Garman
Brom-Boveri, in consideration for the technicel information obtainsd from the
- Bwiss Browm-Boveri, promlsed not to export any product msnufsctured by Rrowmn-
Boveri in Swltserland, That includes the entire electrical field with the only
exception of insulation materisl., All patents mcguired by the Germen Brown-
Boveri (with the exception of insulation materiazl) huve to be assigmed to the
Swiss Brom-Boveri, The Swies did not inform, and had no reason to inform
the German Browm-Boveri to what extent they made agreements with othsr firms in
regard to the fields under Swiss control, However, Rechel hap no doubt that
Brown-Hoverl entered sgreements in the fields of dynamoes, generators, turbines,
CORPresgors, ote,, under which Brown-Boveri obtained a etrong participation in
exports to Rusela, the Fur Eapt, Scutheastern Europe, Spain and South Ameriea,
AE.G, and 8iemens continuously objected tc the Brown«Boveri Germanye-Brown.-

Boveri Owitserlund agreement,



It i suggested to consider whether the enactment of statutory rules in
Germany relating to contracte with forelgn firas &rs“ﬁgéaasarygyn.

5. The reesteblishment of combinse intarrngte&xﬁ&:ﬁﬁenﬁﬁééian removal
policy is exemplified by the Siemens cnse, Fhile Germmny is decla"ed to bts =n
seonomic unit there is no connection between the Rnaaian and the woatern zones.
The electrical combine hms its headguarters in Berlin. The aentaet between the
siddsriss ap? the hésdguarters is completely interruntea. It im cbvious whut
that mesns in regard to powers of attorney, fineneisl : inetruotiena, ebC.

Onder the Potsdum Declaration the Bussisns are eg@i&}pd to remove from their

gone any oapitsl equipment in which they have an inteégfviﬁfhat has been done to

the extreme in vegurd to the electrical industry, 1nc§néf§§ Slemenc, A E.l.,
Osrem and Telefunken. This removal of capital e%ﬂipﬂad%;fhéﬁavmr doee not dig-

solve the legal aﬁtitias which owm, vesides this capi%alﬁequipmant, shares,

patents, tvademarﬁs, oto, of the combine structure. Tha subsidiariea in the
wostern gone are in coniinuous doubt how this legal powap pmbodipd in the Berlin
headquarters msy one day be utilised againet their acti@&?i@pﬁaﬁ&;ggninst their
very existeonce. i Sl

Confronted with tlits situstion the general mmnagoers of the Borlin hoad-
quarters of Sismens ond A.E.G, leoft Berlin, #hile A.E.G. hag only & relatively
ingignificent foothold in the Rusmian done Slemens-Holsko und Elemenp-Schuckert
have pubstantisl planta there.

in observing the activities of A.E,U, snd Siemens we have to heep in mind
the general finsnsial liguidiiy of all these conceras, only limited by their

present difficulty of discounting wer bonds. The policy during the wir supported

n. The repert on Brown-Boveri conisins iantsresting materisl on the gensral re~
latlions between Brown-Boveri, A,E.G, and Siemens, Referencs iy furthermore made
%o the memo on Siemens-Bchuckert of Uct. 11, 1945, releting to cartels.



the big combines in every possible respect, From the files of the Deuteche
Bank in Prankfurt, where I studled the development of the Metallgesellschaft
and other metal firms, I learned not only that the average profit of Germen metal
and electrical concerns amounted to 33.26f% of the stock capital in 1940 or 335%
of the sctunl investments; but the war profit tex leglalation taxed away profite
made in excess of the amount mede in 1938 with the unleratending that sll eorpora-
tions belonging to @ combine sre to be considered as one tex entity. The big firme
merged into themselves weaker enterprises which hed lost money before snd during
1938, with the affect of saving war profit texes. Mr, Buecher arrived in Bavaria
with 150 million marks in cagh which he immedimtely invested by buying up small
enterpriges,

8{emens-Halske A.3, and Siemens~Schuckert 4.8, cstablished temporary heade
quarters - Siemens~Schuckert in Erlengen with Pirector Scharowsly snd Ernst von
Siemene in contrel; Siemens-Halske in Munich with Eerast von Siemens in controls

1 am going to submit speclal memorande with documents of Siemens-Sohuckert and
Biemens-alske which reports ' "

a, 7The pregent set-up of the mtireSiamenaconcom in the western sone,

b. The supply sources of the concd¥ns:

6. The production in each of thai;‘-t’; plantsas &
employeea ond the managers. | '
Fyrthermore, the report on foreigm agrmamts ofhhasiamens soncern by =hich
export is affected will be submitted, Dr, vdﬂfS:Eem‘}adB andﬁr. Beharowsky tole me
the bussians, ¥y detailed veport on the Siemena '_"aa‘iseliij glves: ot.her i’ni"ormation in

the ssme direction,

These instances should be sufficlent to show the trend and pattern which the



development threatens to take, The Germsn local governments, fully aware of the
cartel snd combine problem, repeatedly complain about the fuct that #ilitery
Government, especially the Finsnce Division, rather supports the combine develop-
ment than hinders it. They refer to ths following factt in Bavarie the Bavarian
government hes asked at least five times for permiesion to enact legislstion by
virtue of which the gale of businesas enterprises, blocks of shares, etecs shall

be prohibited unless licensed, They have never received an enswer and therefore
had to remein absolutely psssive in spite of the dangeroue developmente in
Bavarie described in the Zelss &nd Siemane cares. The two eoonomic representa-
tives of the Bavarisn government in Hoechst, Dr., Liermann end Dr. von Scharpenberg,
agked to bring this point in the minutes of the conference, which was done, They
cooperated closely with Frans Doehm, the excellent leader of the German snti-
trust movement, who was unofficially present at the conference. Frans Boebm
submitted a statement in regard tc a German anti-monopoly legisletion., Thin
statement of Frans Boehm hes an important histery, Under the Hazi system, after

1939, Dr, Boerdeler, the chief of the revolt q;i?,“&glm—.l@&.&, built up a German

group willing and prepared to take over the go’*’/ Hnt. One of the plans of

this group wag dissolution of cartels and combinea._ Franza Boehm was reporter

to the committee to which the very brave nrofea ‘cken, Bietzs, Lampe,

Ritter and Erwin von Bsekarath belenged, Hi‘th f.he excevtion of wvon Beckarath
Fn.,

ané Boehm all thsge gentlemen were members of. the Frieburg faoulty.

This enti~cartsl and combine thinking ia not.limited to this liberal group
but is very strong in the Christien Social movemsnt which bsyend any doubt, in

spite of the opinions exoressed by newspaper correspondents, has the majority in

Fn, Frens Boehm who was professor in Jena until 1936, was. fired without any
compensation, Ho was declared unworthy of having sny position. becguae of his
anti-Hesl setivities, After the Hazl breakdown he was mede ragtor of the Univer-
sity of Prisburg and is now Minister of Education of Hessen,. He was with me for
about two weeks of my work in Germany.



Fn,
Bavaris snd & very strong position in the whole Western sone,

The Bavarian government, very much in favor of the anti-cartel and cembine
movement, is very much concerned about the ides that action has to be nostpeoned
until en egreement between all Allied governments can be reached, They sre sfraid
that the present sctusl trend to increase concentration described above will go
faster than the snactment, and eevecially the enforcemeut of a statute of the
Allled Control Counzil. They sre afraid thzt in the final end the Alliee will
come to an understending with thes cartel and combine powers which may offer some
advantages in regard to a centralized execution of the reparstion progrem, and
whioh have their private internutional connections with the local governments
vhich the mnti-Nazis do not have, They believe that they should be anthorited to
enact leglslation by virtue of which they can declare subsidieries of combinas
which in themselves are economically independent, sepurated from the combine
connection, They believe thet the compensation of the shareholderz may be prepared
by the sourte, whilch msy use their experiences in reeeiverships. They believe that
thie policy is necessary to mest the present dangorous condition of complete
separetion of the cpernting subsidieries from the chief mensgement, In the doechet
conference the Bavariane suggested that they will contact the secretarist of the
Laender within the Amerlcan zone established in Heldelberg, before action is taken,
provided that the Wilitery Uovernment permits eny actlon. The ldea was sxpressed
thet contact with the seoretariat of the Laender in the British gone may be erranged
and as soon ap possible 8 gimilsr contact with the Laender in the Rucsisn sone may

come up, However the Germen representatives in the Hoechst confarence did not see

Fo., 1t shall, however, not be overlooked that strong Socialist tendencies exist
in the Christian Social movement. The so-called Frankfurt orineiplss of the Chris-
tian Union (Catholic and Protestant) express themselves in favor of soclallism ae
the future eeonomic firm in Germeny.



any reagon why the disesteblishment of the mechine industry of Wurttemberg and the
chemical industry in Bavaria from combine mmg‘m‘gp ahould bs postponed.

In the interest of successful completmﬁ;;@t};l the .economie decentralisation pro-

gram it 1s necessary to open doors to svery posailile movement acting in the interest

ble to impose such a program

of an snti-combine and cartel program. It is mpoaai
on sny socioty. The program hag to be coardij}';tgé.égi% 'with every step of the economic
policy. 1 recommend thets A e

k. Legislation be enacted, if possiblabytheAllied Control Council, or if
that should be impossible, by the governments of the Laender, which authoriges the
government of each Laender, with the approval of Military Government, to take over
business enterprises which are cepable of opm;ating &8 independent entities, In
this operation the Lund governments should be free to aet, provided they act with
the approval of Military Government. Some of tho complexities of bresking up
industrisl conmcentrations of economic power are outlined in my paper on the
"Pechnique of Disestsblishment of German Combines”.

2, The Allied Control Counecil should enact legislation in accordande to
which nation-wide disestablishment of certein enumerated combines has to take
place within a period of six months, with the understending that Land governmenis
would be free to go on in eny case in which these enumerated combimes were not dis-
established within the period provided,

3, In the Bconomic Branch of Military Government an office of Economic
Docentralization should be established which represente U.S, Hilltary Government
in the Allied committess operating in the sconomic decentralisation fleld and
which within the American sone, exercises all righis under the supervision of the

chief commender of Military Government in this field,



4. In regard to the enumerated combines (No. 2 euprs) the Economic Branch,
gection on Economic Decentralization, may request the secretarlat of the Lrender
to prepare the plan of dissolution, in cooperstion with the secretariat of the
Laender in other sones, The finel decision on the basis of th1§ suggestion
should be made by the Economic Branch.

5, The Economic Branch, section of Economic Decentralisation should have
on the basis of a loan egreement, members of the siaff of the Antitrust Division
of the Department of Justice. This divieion shall be a;kod for ite opinion on
the effact of each disestablishment on the international, especially Huropean-
American trade relaetlions, .

6, The State Department through the Political Division of Hilitary Govem =
ment, should be informed contimucusly ebout the developments snd should, in co-
operation with the dntitrust Division, obssrve the effect of the development on
the American international trude policy.

7. Military Government should appoint a number of American snd German ex-
perte who have to observe the effect of the economic policy in regard to incue-
triel disarmament, reparztions snd minimum standard of living, taxation and
currency and regulotion of research on the monopolistic conditions. The some
experts shall try to work out a program in which, in spite of the oxisting
gearcity and rationing system, a road to free enterprise can be found,

The following insteances best show the need for this policy. The guestion
was submitted to me how a market in agricultursl machinery, which is very socarce,
can be eptablighed without cartelization or government regulation covering every-
thing from production to consumption. On Auguet 20, 1945 I answered this question

to Colonel Martin, as followss



81t is very insdvisable, if not impossible, to establish prin-
ciples of production in the American zone without having revived the
operations of all those elements which ‘determine the actual needs of
the market., A successful exercise of produstion control depends upon
a decigion who shall determine reyuirements-and distribution in each
field of production. uld<be reached in cooperation
of our agency with all agencles in G-A"an;_ 845 interested in the
édconomic organisation,

It was decided that the produetion i’ ’fam machinery shall be
reasswmed with all poesible speed, While for the time being an order
has beem given to go ahead on the basis mgprcvious specifications,
the establighment of a new market orgaRizetion in this field cannot
be postponed, Otherwise the Germen industry. would practically return
to their old cartel practices end military government would have lost

ite chance to break monopolistic control 1a Germeny,

The following principleg--as a baais of discussion--are suggested:

The very subgtantial excess of demand for farm machinery over
snticipated produetion maks thé imxediato return to free trede impossible,
However, the basic elements of free traxia especially the determination
whieh types of machinery are needed by ﬁ%p congumer and the mathod of
nogotiations beiween consumer and maspuiieturer should be adopted, ma far
as possible under present conditions; ‘A1l artificisl restrictiona of
production, espscially in pursuance to any kind of contracts, should be
removed; For example, it is kmown the or: “tain farm machinery menufsctur-
erg have contracts with their material 'su pliers which prohibit the
suppliers from supplying any competit /e, enterprise with materials
a8 well ap prohibited the suppliers fr ‘m‘engaging m fam machinery
nanufacturing,

The machinery for determining require
resateblished if the local Germen District
to organisze purchaesing agencies in form of
posed of farmer-cooperatives or municip&l br
purchasers under Bouth German customs) for sagh col
ecorporations shall i{ry in regular business jp’i‘acti
orders for the next three years with the anufaoty]
ever, these orders cannot exceed the weigh :
the last three years, bocame practically unuseable

encouraged
’tpb“i-aﬂons, COm-
& (‘the potential
ty (Kreis These

"E“.o p]:aoe 'bheir

ageneiea ghall teke plece in a way vhich gnartmteea' t-hezt every producer
or every potential producer is given & chance., The- purchasing agencies
shall be responsible for a complete consideration of emch opportunity
to manufacture within their county:



"Phe offers shall be made on the basis of a price determined
by the price of iron or steel plus & pervcentage for coal, power,
labor and additional material and for overhead and profit, The
percentage for overhead and profit ghould be determined by indi-
viduel companies. Any conspivacy by companies to fim standard
overhead and profits should be gubject to severe punishment,

The purchaaing agencles are bound to submit the offers and
a oertificate which offer they would like to accept to the local
government which after consultation with Production Coentrol
finally approves the contract. The locel Goverament may suggest
to the purchaser to place their orders in whole or in part with
other manufacturers even if the price should be higher, provided
such difference is ressonable, They may suggest the purchase of
other types or lsas machinsry than planned by the purchasger, if
such changes would be helpful to the overell program, 1f the
suggastions of the local Governmente are rejeatad, the lecal
aupglier. Under this plan Production Goatrol would be limited
17 tha fbllowing activitiest ;

.- (1) To supervise the production, the supply of raw
material, power, coual, and labor to the manufacturers.

- () o essure full utilizatioh of all avsilable indus-
trial equipmant for the production of farm equipmant with respsch
to the needs of the market demands,
‘4, (3) The types of farm machinery produced, the distribu~
tion of orders and the preparation of conditions of ssles would be
administered by German suthorities under efficient supervision.®
This poliey on economic decentralisation has certainly to be clogely cor-
related with our program on control of imdustry through government, therefore

I refer to Chapter 1I, See. 3,



