
L.. 1iv

Section 2. Cartel. ad pzabine (Decentralization of Loonomic Structurel.

1. In the political field I could report that the idea of a German

or European ratiom is shaping up and that the work in our zone opens the

ooeibilit in. either directions. A similer optimistic report cannot be given in

regard to economic decentralization, whose failure may hkve eeriouø repercussions

on the process of political decentralization. It is the old but be.d recipe to

est!iblish new agencies whenever in ubtance an ictual plan cennot be found. As
FE’.

already’ sauaaed, outside of the operating industry Division a peoial agency

c1eaLinj with al]. oartelm and a boi-d dealing with one combine (I.G. iarben)

have been established. The I.G. Firben board, in its inter—zone relation,

had i’e bitter •zperience that a ‘steering committe on 1.G. Firben organized

by the four occupyin- powers, never wou1c operate euccesfully. I had a very’

pleasant contact with some of the lawyers of the I.G. Farben control board

(Major Lane, Mejor Bechter and Major Donald MoL&reBritish) to whom, on

their request, I gave a copy of my paper on Technique of isetblithment

of Combines’. From them I learned of the problems arising out of the attempt

to deal with corporation issues before the political structure and the form

of general economic orgnization within ehich the eorportion has to oprste,

are clarified. It is not ooLsihle to come to a sensible solution with N—

gard to co.abine before the m rtet co”iditious in the orinoipal wucts
I

have been clarified. It is lo not ,oa,ib.Le to deal with “oi& combine imles

the basic principles of a policy in regard to mbinec in gener. re estLblithed.

i,wev’er the finding of general rules again depends on a rviou solution of

the en;ra1 political rnd economic ?rohi., wnerefore the success of a lw

drafted by the Legal iivision of M.ilit’ry Government rovidinj: for gene1

Fn. Compare Chapt. II, Soc. 1.
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provisions on tlio dissolution of oombine is subject to !ustatisa doubt.

The extbin division of cartels &nd exterual set may- find work in a atudy

of the historical material. it i& to be expected thzt some unknon nvterial out

of the .re—war or war nod cn be obtained, although in this point the invoti-..

gation of 1.0. ftrben1s document3, which took place under the very fficiont

icadorhip of itchiri, was disa:pointing. ioever the cartel agency cennot in—

finance the future evelopnwnt if it remains outside at the scope of the economic

branch. In my routine work as German agency officer during the relatively short

ttita or my presence in Germany, I could learn a great deal about the ctrto1 and

combine policy. I came closest to the problem in connection with he following

parts of my at anti

1. Asistance to the export and import section.

2. Substitution of the dissolved *Wirtachattegruppe&z.

3. Request at’ ae óvonian povernntent for protection &ginet combines.

4. kistnce to I.G. arben control board.

In tiee nctivities 1. found a number of basic trends w)ich in t,h: oiLo’irtg

to be expl.%ined on the basis of some ce.ses, each exemplifying one of

trends.

1. Attempt to 5TC monopoliatic position of one coubine (exemplified by the

Zeiss cuse) • The Zeiss ndowuent and its most important enterprisac, Carl Zeiss

•nd Schott & )enossen1 exercised a complete control over optical gise and over

a very important part of optical iristrument. Jent, where the principal piint

Pa. The matorial in each case included in this discuion i attached in upecitl
memoranda covrin erach of the oases.



were aituated, was occupied by the Americans between the end of Mey to July

19L5, when it ‘c taken over by the Rujsiaus. Although the Russiins u to now

have not removed the Zeiss chott plants from th Lus1.an zone tnü Zoi

oeopl consider their plmnt as lost. Since there is no inter—’one trade beeen

the uian end other aons, the western zones appear a ‘iconomic entities. In

the west2rn one there were ?oiitlc1 eomp’.titors of Zeiss in the optical girss

field: Steinheil Sohne and iodeostook. hirthermore, thore wore potential coin—

petitore in the optical instrument end camera field: Steinheil. rind Leits. )uring

the war ?eiea begen to build up optical glaae plants outside of the .strn zone.

They •etab1isked the Voreinigte Farbeuglae Lk weisei nd Ll:i in Witzler,

The eiss people w-eve very much embarrassed about the poasibility of the develop

ment of como itors in the wetrn zone.

They succeeded in persuading members of the Air Force (especiLtliy r. Tate

and Col. Hubbrrd) to tike the leading Zeiss inventors out of the uaaisn zone end

to e$ti4blih a reseeroh undertaicin in the works of teinheil & $ohne under the

management of the Zeiss inventors. Thereby they came in oontct ith .Dtetnhil

and retched the following woricingagreemerit:

a. Lteinheil till not produce optical glar.

b. Steinheil will bring out similar cameras and optici instruments
under the Zeiss tradems.rk.

c. The optics]. instrument peoplc of Zeiss will be p1oyed by Stoinheil,

The Zeiss people furthermore succeeded in obtaining compite freedom of

moveaent through the country. Since Dr. Kuppenbender and Dr. Heinriche opewated

uncer the proteotton o the Air Force their prty ahership wa no otiuse ;or

their exclusion from bine. they suceesofully thretoneo Leits and othor firms

I



in our zone and in the Liritish zone, thet any etteapt to o on the optical
Fzi.

glaF market will be unised by boycott in regard to other articles.

The Zeiss eec., as any other monopolistic case, has internatlonai. inulivitions.

Since no’man firms which have patent or other agreements with Zeiss are afraid

that any revelopment of coatptitive forces in Cerrnany may in the end disturb the

existing balance of power they may have an intret in helping the Zeiss people in

wataining their power in Germany. Under the present conditions the Zeiss people

are uccstul. If the Jane pinnt should definitoly not be tekn out nd if the

ugeian tone trnd the western zone should ain bc combined thc previous condition

will be reestablitheri. If Jena ehould be taken out or the eastern zone not be re—

oonaected. wLb the weatern zone, thi precont set—up of Zek in the w tcrn zone
1n.

is sufficient to reestablish the monopolistic position for western Europe.

The varisn government is nite concerned sbout trensactione such u that

betwerm Zi rind ‘tain.wil, since they believe that those transactions will

finally bring about the failure of the political decentralization. ly reLLize

that politieel decentralization is mpoasib1e if th most important oarts of

haverian eoonorny are unth,r the control of people rincipa1iy interested in terri

tory outside of 3avaria. They !wve expressed this view, espeoiUy in the Laender

conference in Hoecbt.

2. Reesteblishment of monopoliitic position c.roied by a numbr of combines

sxem,lifiod in the ease of bulbs, Before 1936 the German bulb market was under the

oortrol of the firms boionginc to the Phoebu cartel, esnecisily Ocram G,m.h.iij,G.

(A.G., Pintech, Siemens, 3ergmann and General Electric, all uhsidi•rtns of

firms belonging to the Phoebus cartel). In 1938 rhon the’ basic atent. came to

Fn. The documents on which these statements are based are included in special
reports submitted in each e.

Fn. Urgent patent problems arose in this connection vhioh arc discussed in the
chart;. r on wRasearch and Pate’nt&’.



en end competition began to develop, which undersold the cartel. However the

political influence of the cartel succeeded in compelling all producers to join

a “Gesieinschftselectriachelampen under which rules only the former cartel firms

could roiice standard bulbs while newcomers were limited to the production of

certain special products. The manager of thic Gemeinaczaft” was an employs of

Voight & Haeffndr (subsidiary of Uontin8ntale Deseau Gas A.’..). hen the &xro—

pean war broke out in 1939 the Phoebue cartel was declared interrupted for the

time of the war and eubtituted by “Europesiacho Abrechnungsstell&’ to which the

former rrnan Phoebus members, as well as Hungarian Tungaram uci the Austrian

group belongs. Philips (Holland) did not join officially.

The whole European system was only a part of the world bulb sytem in which

Generel 1eotric wac le’4ing. The problem at the end of hoatiiitic ws whether

this balance of power within the cartel cin be reestablished. The Military Govern

ment was very- much interested in the production of ulbs not only because it was

oonidered one of the ob1istion of $i1itary Government to take care of the li:ht

needs of the population, especially of hotpit&Ls, but also for reaaon of security.

The Ruian took out of the &rlin cistrict the Osram and Piritsch 1nt which

produced a very- large percent of the total German production. because1ilitry

Government had no governmental chennel to bring up such question, an edvisory

committee of industry was appointed by the eIectric.l section of the industry

Division of Military overnment in which we find the representatives of A.E.G.,

Siemens, brown-Boveri, raun 4 Roffmann and Voignt & aaeffner. Li thin m,’tin

the A.LG.—biemene group took the view that nothing oe 3crte to relieve the

severe bulb shortage. After this view was expreeed I took up contact with the

Browa—Boveri group, which was the only poaibie competitor of the A.i



group. r. Rachel of Brown.Joveri, a very efficient and activ, technician1

immediately declered hie wUhinnesi to produce bulbe. Lie hnd no Loubt they

would be able to roIuce all reciiireaent, needed for the weetern zone however,

he declared that thia production could not corie under wiy until General !1cctrIc

ivat3 a lieena to ñrown—ov:ri for th manufacture d u of Clrkalbebine’.

1hj et&tameat roid to the C.—it’e grupe with . quite ctirpriing

efect. OrJ.y a week litter Mr. Bueoher, enerl m r.jer of one of the nost

: riu1 1’dar6 of the Oaraai rjtr, peare ii ewht Iifnsd th

Governren, , eurpriingly, chinee of eve!7 kind htve seen found in the

Amerioz gone *nd the uriual n-oduction of 20 to 2 rnillion bulbs Euff1int to
yn.

cover the needs of the acne :‘:.L begin in a very short tjio,

It is ebviou thnt thie development has internationa]. imp1ition.. I asked

Mr. Rachel of ron—ovari and Dr. E’ieoent whether Philips in xy way a2pred

in this dtuetion. I was told that Philips hae made no attempt.s to ccmtek ny

of the (rrnn.ir. T what extent other irm intereeted in the ustaiin of

the bulb ccrntrol htve interferac is not known now, rid thi1d be inveetiated.

3. .itiization of military power for strengthening of world nonopolie,

exemplified ifl the cao of Henkel & Co. — Un1liver.

Th only cometitor of Unilever (nind) irii Proctor & :bL (U.s.) i ken—

kel & Go. opraiin under the trademark ?rsil’. Rene1 & Co. hed ‘ery efi—

dent oiont and eriei conidrabl€ profite. The profite were invested in

tkz. acquisition of a .itrong ;nrticipa..ion in the Degusa (iJeuteeho Gold und ilber

hdeannt,Lt) nd the Metaileel1ioh’ t. In technaloéical respect the iienktl

firm concentrated cn the a.nufacturing of sow’ nd ].aunry attoria1. in onnecUon

Fri. Th case is stated in t’ull, with ll documents in a special report.



with this production en extensive research took olnee, which hd tmportrnt

reu1tu not only in the soip nd ü1itry field but a1o in the oh’msceuticil

I’icL1. inkel hs enerJ. greenent with I.G. ?rbn in ccor:ce to ihich

the f’irm do iot copet. They consider their fields of oprti:n di’ided,

nd the th.r ceuticrL.1 developments of the Rcnki rarcb were iven to I.G.

Th ohairua..n of th board of iuprviors of nkel & Co., Dr. Eit Pctren,

related the iol1oiir iation:

. For years Jrit1ever bs tried to get control of “P:ri1’. Twy

even niceeeded in getting the traderrk Pcrsil” in Frie by an 1oit. tin

of & i:tke of Uenkel trademark 1wyer. AU in all0 Hksi to

kec its independence a w1l &s the indeivnd&.ce of the “Pereil -ub&tdiaris

abroad In this fight Henkel we.s uppoted by its inforrtto ehne ftre1et

with Proctor & mhIe, Uth which friendly re1tioa existed until 1940.

Now the british ilitry Grrrnent &rr.steri the 1enk.L ianaeent nd

urged the trinsfr of the henki intorests every*here to Uni1yer, Proctor &

Gaible did not it€ an sppttrence tnJ did not rie any objection, and Dr. etr—

then is afriid &i sgre*nent btweer Proctor & 0ab1e and Unilever hss been re&bed

about the division of irLrketØ.

b. Petiren uggegitti iitoiution of the li.nkal coibine. All fiicial

inven auch s Deitøche cold un ilber L.1: te, to be Lignsd

to an Allied Control rd nd under the suptriion of the allied governments

the indepencent position of {eake1 in the soip and luncry filt i rc€; b1ithed.

There is no doubt thst ?TO have a very subztnti1 irittiit in this e0

which i.ffeot c.niy the Eritith zone in ncb, by’ .oic!ent, the twrtnrs

&re iocted, but the entire Cnrinn ncry n az t1’’ irtern’tionaJ rket.



Therefore, I suggest the e iiahont of an knginAerican committee to hindie

this Ci35 in oopratton.
V

4. Prohibition of “Gerwn partioiption in internaUonnl ertel is in—

-.fficient, exemplified by • J.rown-$overi cee. in the antitrust invostiation

in the field of eieotriea. iachinry it nlays retained art open quetionhor

Brown.J3o’rerj A,L, annheiia (and ubsidiarios) procuction was ffoet by t.hc’

existing cgree’ierit. Th relations between the is ro’no’i- i nd the ( :rnrk

Bro-ovcri remained dark, £he irmen 1rown—13overj (dener’i Manaser Dr.

cantz1er) and Mr. Rachel are fully avare of the fact thrt Germany h to export

ufficleut to pay off the costs of import of food, etc. In this connetion they

themselves brought up the cuetion of their relation to the !1ee rom—i3ovri,

I have submitted in det,sll a desoriotion of the dociimnt’ of thie ‘e in a

special roport. In this connection, however, it may be acid that the G

BrownBoveri, in conoineration for the technical information oh in,l fro the

iwia 3rown—Boir.ri, proaied not to export any product msnuftcttirec! by irown-

Baveri in Switzerland. That includes the entire electrical field th the only

exception of insulation rntcrib.l, All patents ‘.uired by the German Brown—

I3ovri (with the excetion of rulation material) have to be a ii’nd to the

wis 3rown—lJoeri, The swiss diu not inform, had no reason to inform

the r&’.n bra z—overL to what extent they mede agreements with othar £iri in

regard Ia the fields under Swiss control. Rowevr, echei hae no doubt that

Browa_iovri entered Lgreements in the fields of dytwmoes, generators, turhina,

eoipreeror, sty., under which Browu—ioveri ohtained a stronp aartioip.tion i!

eccorta to usla, the ur aat, Southoastern urope, ain nd Louth 4mriea.

. ,E.Ci rno biemens coitinuously objected to the 3ro n4ovri Germnny..—.Brown—

i3overi witør].und agreement.



It te u.itr to ooniit2er whether the enctnont of etrttory in
Fn.

(ruany rel ting to ctrt with ein fir ra nry.

5. Ti of conbinee intrrupted by the ar removal

-olicy i exe;plified y the Siemezm hil Gern@ny ii declrc to be

cncic unit thire I.e no connection bet’eeen the auin an4 th weatrn

Th e1ctzioa1 cornbin h it h duLrtre in B€rU.n. 11w conti.ct btwe<iu tn

ubidirie ni the heathuarter L rIin. The contect bet,eti the ±b—

iiri& the h;rt- i orietky interrupted, it ir obv1.ou vht

thst rntans in rwerd to povcer of ttt.orney, fin rLc1 i truetion, te.

Cinder th Potd: ec1rtion the iDweien re ertitied to remove florn their

on s.riy oaitr1 utpm’nt in which ihey hv4& en int;rot, That h been cow to

the extrene in regs,rd to the electrical inuuetry, including iemexw, i ,E.d

Obra nd Telefunken. Thi ot aspitsi tiiwnt, hoiovir, oe not ii—

rolve the legJ. entiLi?8 which own, beiIdes thi citrij euipment., th.ree,

p*tenta, tredenarki, eto. of the coL.in sticture. The ubsidiariee in Ue

ictrn one r in eoninuou doubt kw thie legal power embodied in te Serii

h’durtQri y one Iay be utiiied Rgdnt their cttvitiee ,md :ait their

very oxitence.

Confronted *it1h this tilLuUon the nrai r’ra of the 3t1rlth hcd

urter f’ eni and iJ.G. left 6rU. 4hilU h only . rltivety

1r.1 jc I Coo th.ol&L in the 1uiii ore Si n—l&.. -:ii

htve uetnt.t*i plnte 1era.

.IA iiz th ctii,io •oi ieic1 Lo i.eep ii nicL

tii Lihuoi. 1l;.ddiy oi LL Uie or.y Ii ii d tçi their

rent ifficu.i.ty of discounting bün&i;. Th oilcy •urLi: w .r uxrted
—a-

Fn. The reiort on Broa—ovri contin iitrtinr wt4riil on tht r1 re—
lations bet’eer Bron.-13overi, A.E.G. nd Siemene, Reference i furthermore
to the aemo on iewru—Lchuckert of Jot. U, 1945, re1tia to crtle.



the big conthines in every possible respect. From the files of the t)outschc

nk in Frinkfurt, where I studied the developmrnt of the eta1ige3eI1schaft

end other metal 1tr, I 1eerned not only that th average rofit of Geru eta1

and e1csctr1ciJ. concerns emonted to 33.26% ef the etock capital in 19h.O or 33%

of the actual invctmont, but the wr profit tax legilation taxed away rofit-s

made in exce of the acunt made in 1938 with the un ret.adinc thet all coroora—

tionS belonging to a combine are to be coneidered ar on t entity. The big firn

mirged into t meJo weaker eriterprices which r lost money tefore nicx ouzing

193, with the effect of saving r profit t. .es. Mr. Buecher arrived In B Rvtria

with 150 million iarki in cah which ho imniediatety invested by buying up smell

entCr?ries.

ieniens—Milake A.G. and Siemens—Schuokert AG• t.h1ished temporary head—

cuarters — Sieman—chuckrt in Erlani,en with irector Scharoweky .nd .rnet von

icmera in control; nrnen—Hsk in Munich witi mnt von Siemene in control,

am oin tr ubmit specel memoranda ith documents of iiiens—Schuckert and

-&lsks which report:

a. The present set—up of the entire iemen concern in the western zone,

b, The suply sources of the concern.

c. The production in each of their plants as weii as the nuniher of

employees *nd the menagers.

iurthermore, t.h’ report on ireign greem.ent of ihc ivnias .oacern by which

export is ffactod i1l be jubmitted, Dr. von irnen and Mr, Scharosky tole me

that this is the best evi4enco, cince the originel ooatrectc were tJen out by

the LL sianz3. r detailed report on the SLemer ease gives other information in

the rn- direction.

These instances should a sufficient to :ho the trend nd pattern which the



development threten to take. The Germen 1ocl govrnmexit, fully are of the

cartel xid combine ob1em, repeatedly complain about the fct tht ilitry

Government, secia1ly th Finance DivisIon, rather aupports the combine develop—

sent than hiidera Lt. They refer to the fo1lowin fact: in Bavrrts the Bavarian

vcrrirnt h s skod at least five tiiics for permission to eiaot iegiiritioiL by

tu of nhtch th aJ of buineaa eiterorise, blocks of hare, etc. bhall

be prohibited unle’ l1naed. They have never received an enewer and therefore

had o renain .bsolut&y pcrive in spite of the drerous developments in

3avari .e riced in the Zeise and Si icris caec. The tw -coriomic repreenta—

tive of theI3rvuriFn governrrent in f1oecht, Liermenn end Dr. von Schrpenberg,

asked to briny this ooint in the minutes of the corereace, hieh was doro. They

coorated a1oe1y with Franz I3oehm, the excelie.vit leader of the Geruisn eriti—

Lru novement, who was unofficially prient at the •crfronce,. Frn Bo€i

submitted a st&tenienit in regard to a. Uerman rit.i—rnonooly legislation. Thic

t&teiect of’ Franz oehm has an important hitory. Under the flai sytin, after

1939, Dr. Goerdeler, the chief of the revolt of July, built. un a German

grouu ‘i1ling rind repared to tke ovor th government. One of the 1ans of

this group was ii53oll:tion of cartels rind coibinos Franz Boehm was oorter

to the ccmmitt’e to ‘thich the very brave oroieacrs Aucken, Bietze, Lampe,

ftittor end Yrwin v- rath belonged. With the oetion of vcn Bec;rth

and oehm ll thse eitinen wore rnembers of the Jriebur: facii t-

This ti—’.acti nn combine thinking i not liuited to th.1 iibral rup

hut i; very strong in Christi.n Sooia.L .t, thic broc- uy 1out,, in

zoite of the opiniorii. exressed by wi.’r corrsion,iet, has the majority in

Fri. Franz o ho was professor in Jena until 1936, :t fd lthcut arty
compentlorA, Ito ia.’ ?icJ :j.red unortr of hvn; rny position becsie of hi
aiti—14si &otivities, ftot the flazi breakuown he wars :e rector of the Univer—

y of ?“ir-burg and Is now Minister of Ethiction of esen. lie w with ie for

about two eeks of my ‘cork in G’rmuny.



Fri.
3verit d very tronori.tion in the whole Western flone,

The vrien ove’nent, very much i.’a favor ot’ tht anti—irtel ‘and combine

movemit, i very much concerrod about th ide& that et.ioa hi’ b t:oz:e

uitii n areeent het,en 1l L1.liead c.ovrniients c’in be re hed They r’e fredd

thit the rresent ctui1 trend to ineree nct.rttin de tted ftbove üli o

fter thri th enftctuit, ni eiecia.Liy the onforeement cf . ttut of the

4l1ier Control ouil. Thiy are &frajd th.t in the t’in1 rd the A Lja wU].

to m undertaziding i’dth th c’rtei :ird cDbine powers which ry o’f’r eorne

advit n rer to a centraiiiM cution of th” rnr-tion orogri, end

nhith have their private intrnt.i’mJ. nncttone with the local orneut

which the .i—Nzie co not have, They heite that they houi thori1ed to

enact ieil..tiofl - virtue of ieb they ctn d1r’ ub14iaies of cobir

thich in themsalvc are economicl.Ly ic:;ende, t rem th(t CftbIY.(J

coanett.ton. They believe tht thc cov.pn:.tion of th rh;-.rholdee my he ‘.pred

by the courte, wiob !y uee tho.r xperin.ü in rwceyerhiptj. They be1hw that

tbi policy it niv to neet the reent dcn rouz coniltr; of coio1@t€

er’tioi ci’ iho o:’ ting fc the chief ngeiient. in th Lioeohst

conference tw Bavarin, ri€ted t)it they will contc th c:creterit of the

Laener within the ierioin zoize attLiheii in Reide.Lber, before &ct1o ie

,rovjod that the i1itwy ovorncnt p€riit any twtion Thride. xrec

that contact with the icrthit ci the Lender in the hr1tith zor: aay h :rrknget1

es aeon poibie a eiilr contact ith the L: Lt; In th in zone riay

come UD, however tht Gtin 1 rLeJ.tir in the chit conferene dic not ee

kn. It ehall, owever not øc ovriookea that strong oeiati’t tdenci €Ist

in the Chratian ;oci]. movement. The o—e&llod irxdci’uct : iniple of thc Chris—

t.in briion (Catholic end ?rotetrt) express theulves in fo” f iJ.im a

the fntu: oui: fir in (rmany.



*

any reason why the diesthiihment of the machine indutry of Wurtternbarg snd t;c

ohemicl induDtry in &varia from combine management should be postponed.

In the interest of auccessful completion of the economic decentraiiation pro

gram it is necessary to open doors to every possible movement actin in tkio intrreot

of en anti—combine end cartel program. it is imoossible to impose suii a rogra

on any society. The program he to be coordinated 1th every step of the economic

policy. I recommend that:

L. Legislation bo enacted, if possible by the i11ied Control council, or if

that should be impossible, by the governments of tht L?aender whici authorizes the

governrent of each Luender, hith the approval of Military4overnnent, tot;ik.e ovr

business enterprises which are capable of operating as independent sntiti&s. In

this operation the Land governments should be free to act, provided they act ‘ritb

the approval of Military uovornment. some of the compiexitie of bre&dn; up

industrial concentrations of economic power are ouined in my paper on the

“Technicue of Disestablishment of (f:rfflflfl Co,abines.

2. The Allied Control CouncU. should cnact ieislation in accordance to

which naUon—wide diestabltshment of certain enumerated combines bee to take

place within a Qeriod of six tonths, with the understanding that Land govornraents

wcu1d be free to go on in any case in which these enumerated cobis were not dis—

established i thin the nariod provided.

3. in the Lconomic Branch of Military eovernment an office of ?conom.ic

Doeentreiization should be estab.isbed which reprenentz U.s. 1ilit.ry overnment

in the Allied committees opart.1ap, in the economic decentr.liz,tion field end

hich within the Amrioari zonc L3ercises eli rights under the uprviaion of the

chief commander of Military Governrnent ira this field.



4 In regard to the enumerated cornbin (No. supra) the Sconosic 2ranch,

section on Economic Decentralization, may request the secre.rIt of the L’ender

to prepare the plen at disoiution, in cooprt.io Lth the secretariat of tha

Luender in. other sonos. The fini decision on the basis of this suggestion

ehould be nade by the Economic Branch.

5. The Economic £ranch, section of heonomic DecentrLization shoui have

on the basis of loan a:reement, members of the staff of the Antitrust D.visior

of the Department of Justice. This division shaLll be asked for its opinion on

the effect of each dIsestablishment on the internitional, csecirity3uropcan—

American trade relations.

6. The Stite Denartment through the Political Division of .ilitry ovani—

mont, should be informed continuously abcmt the deveiopmcnt nd &houl., in co

operation with the Antitrust biviion, ohrve the effect of the development on

the American international trade oliay.

7. Military Uavernment thouL e?point a. number of American and Grnn ex

perts who have to observe the effect of the economic oiiey in regard to inus—

trial die maent, repartIonia and niuimu.r standard of livin:, taxation and

currency and roguir tion of research on the monopoli tic cona I tions, The same

experts shall try to work out a ota in hich, in spite of the oxisting

scercity and raUonlra system, a road to Cree eatorpriso can be found.

The followin intmces best show the need for this policy. The ustion

was submitted to mc bow a market le agricilturai machinery, h.tch is very srce,

can be established without certelizition or ovenimont regulation covering evry—

thing from production to consumption. On u’uEt 20, 1945 I answered thih uestLon

to colonel Mrirtin, as follows:



H is very inrdvieabi., if not i osible, to eethit& prin—
ip.Ls of production in the American zone without hrving revived the
operations of all. those elements which doteriine th actual needs of
the market. successful exercise of production control depends upon
a decision who shell determine requirements and istr bution in each
field of production. Thi5 decision shouia be roached in cooperation
of our agency tith all aEenclea in —4 and i—5 interested in the
economic organisation.

It was decided that the production of farm mchi’wy shall be
reserned ith all poecible speed. ?‘hile for the tirte being en ordoi’
has been given to go ahead on the bsi ot’ previous rpocifiet.ions,
the establ.ishment of a new market oranizet1on in this field cannot
be postponed. Othrise the (.iertaan industry would prscteaily return
to their old cartel practices nc’ ilttory government .‘ould have lost
it.e chnce to breek monopolistic control in Germany.

The following principles—-as a basis of discusion—ere suggested:

The vry- substantial excess of dearid for farm machinery over
anticipated production msk the immediate return to free trade impossible.
However, the basic elements of free tr’iiie especially the determination

ich pes of machinery are needed by tho consumr and the mothod of
negotiations between consumer snd mnucturr should be cdopted, a far
as possible under rssent conditions. All artificial restrictions of
production1 eecia1Iy in pursuance to any kind of contracts, should be
removed. For example, it is known that certain farm machinery manufectur—
eve have contrect with thoit materiel suppliers which prohibit the
auppliere from supplying any competitive entererise with ffin.tertala

as well as prohibited tha from engaging in frm rntchinry
manufacturing.

The machinery for determining requirement nd distribution is best
reestablished if the local German i)ietri’t Governments are encouraged
to organize purchasing agoncios in form of private aorportions, oem—
osod of far r—eoopertivs or iaunlcipai or niactions (the ?otantial
purchasers under South German customs) for each county (Krois). These
corpor?tiori shall try in regular buii prtctice to place their
ordo s for the next three years with tho manufacturers available, how.
avr, these orders cannot exceed the wei;ht of mt!chinery, ehieb, &ring
the last three years, became practically unuseable, plus a certain pr—
centage to be determined on the bøis of the probable ev.ilab’. raw
material and labor. The solicitation of offers by thc .urchesir
agencies shall take pleo in a way- ‘hich guarantees t.t. every producer
or every potential producer is given a chance. The purchasing agencies
shall be responsible for a complete consideration of each opportunity
to manufacture within their county.



“The offer shall be rade on the basis of a ptics dettind
by the price of iron or steel olu a percentage for coal, power,
lbor and additional taterial and for overhead and profit, The
percentage for overhead and profit hou1d be detrmirxad by mdi—
vidual companies. Any conpiracy by companies to fiz standard
overhead and profits should be subject to severe uniahment,

The purchasiu agencies are bound to submit the offers and
a c’tificnte whIch offer they ouid like to accept to local
zovernment which att’ir consul’ttion with ‘roduction Control
final].y approves the contract. Th local Lovernment aa:y- suggt3t
to the purchaser to place their orders in whole or in part. itb
other rnnufacturers even if the price ehould be higher, provided
uoh difference i reasonable. They may suggest the pureh.se of
other tyes or less machinery than planned by the purchaser, if
auch changes would be helpful to the overall program. if the
suggestions of the local overnrnent are rejected, ..ho local
Government may disapprove the contract between purchacer and
supplier. Under this plan Production Control would he limited
to the following ectivities:

(1) To supervise the production, the supply at raw
material, power, cod, end labor to the nanufactursrs.

(2) T0 assure full utilization of all avaj.Labie ‘iridiza—
trial euipmeut for the production of farm equipment with rcepect
to the needs oi’ thearket ands.

(3) The typee of farm chiner)r produced, the distribu
tion of orders and the preparation of conctitione of sales e’ouid be
administered by Gerian authorities under efficient vupervialon.”

This policy on economic decentralisation has certainly to be closely cor

related with our pro.ram on control at industry through government, therefore

I refer to Chapter 11, Sec. 3.


