June 4, 1946
iSO RANDUM

On Marech 31, 1946 the Allied Control Coumncil with the obvious approml
of some one in the Btate Department, published the plan for the future atruc-
ture of Qerman industry. It ie a plan against productive capscity end for am
utterly restricted totalitarian economy with the complete regulation of pro-
duction and consumption. It is & plan which pre-supposes the reestablishment
of the Hazi economy or of a commmistic system in Germany, It 1s a plan which
not only compels Gédrmany to follow this roed but which detormines the totali-
terian future of &ll of Europe. Is that our wer eim? Ie that the promised
"release from restrictions?® Is this sacrifiee of all our ideas necessary to
accomplish disarmagent of Germany?

The drafters of economic "plans® have a véry semfortsble position. Public
opinion does not like to bo bothered with figures and boring economis dis-
cussiens, and therefore eagily taken by their "plans”. Should it not be
posaible to bresk through this wall of figures and deseribe what they mean?
Should not a few instances be enough to make publis opinion understand on
vhich road we actually are?

The anly sensible test for the examination of an econamic plan for a
country is its confrontation with the aectusl needs of such country. Every one
can understand that production of Germany has to be sufficients

1. To rebuild destroyed oities to the extent absolutely necassary to
house 73,000,000 pecple in the same territory where 58 million lived before.
The British government very cleverly excused itself from amy responeibility
for the plen by making the reservation that England ehall only be bound by



the plan if not more tham 66.5 million people live im the territory remain-
ing Germsn after separation of the eastern territories ceded to Russies and
Poland — while 3 million Sudeten Germans, 800,000 other Volks Deutsche,
1.7 million Germana from Danszig and Poland proper, and 5 to 8 million from
"new Poland" are already on the way to Germany to imcremse the population
beyond the flgure sssumed by the British ss the maximum,

2. To feed these people from the frults of the country which lest 25
to 33% (different in different fields of food stuffs) of its egricultural
basis. What cannot be produced in Germany has to be imported and paid for by
Germen industrial production.

3. To clothe and traunsport these people.

4 To exporl what 1s necessary for the payment of imports.

5. To produce m.chinery necessary to take oare of 1=4e

The planners determine that 55¢ of the pre-war Germem productive capacity
(not including building meteriel industry) will be sufficlent. This figure is
alleged aot to be arbitrary but "scientific”., It is based em the 1932 sctual
German production. Why is tnis figure of 1932, a year which brought Hitler to
porer, 2 year with 11 million unemployed and widespread starvation, the basis?
The "planning scholers" ceme to the donclusion that Gormany's standard of 1liv-
ing of 1932 was equul to the standard of livimg of the rest of Barope of
1930-38. Therefore they sllege the decreape of German productive capacity to
the 1932 ectual production would bring Germany and the rest of Europe on the
same standard of living as demanded by the Potsdam Declaration. Up to now we
have only had experience with plans of an economic upward trend. The Russlans
successfully planned their way from a technologically backward nation to a
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a disarmed nation to a completely armed soclety. Histakes in those placs

could mean delay in the upward trend, mistakes in minimum plans mesn misery
beyond the prescribed minimum. The Young and Paweps Committee tried to determine
on the bagis of indiees how much taxes could be cellected in Germany to pay
reparations without meking life impossible. The attempt to bring a society
downward and to keep it down on the lowest possible level is something entire-
1y different. The previous plans were preperad by sovereign powers who could
change the plan whenever they considered it to their advantage. The new plan
is imposed by foreign nations. It cannot be changed by peaceful means, even
if the lmpossipility ol the plan becomes evident, unless the four laading
powers agree. Assuming that the plan can work — the London Times of May 6,
1946 seemed to eonsgider that the most horrifying possibility — Germany would
besome the first minimum scciety without the right fer social improvement.

On the basis of the 1932 experienoe such minimum would mean: either the killing
of about 1/4 of the working populatien to enable the others to improve the
standard of 1ife or the giving of an equal minimum guota in consumption.
Russia never made the step o equal consumpiion, the step from a secialistic
to a communistic society., Germany, by the plan agreed to by us, is called on
to do this step or to establish & living condition of one part of the pepula~-
tion at the expense of amother part. Such a gystem can only be sustained by
terror. How could we imagine that a productive cepseity decreesed o 55% could
produce enough for the payment of increased imports of food stuffe not pro-

duced in Germany any more? How could 1932 production be sufficient in a soclety



which has not the gtocks of 1932, vhen Germany, after three years of orisis
on the world market, had the largest stocks in its history? How could 1932
Production be sufficient in a soclety which has lost not only a large part

of its homes but of every artlicle needed in = civilised household? Theoretic-
ally, evary minimum cen be distributed equally or otherwise. Every productive
capacity cen be limited end controlled in every step. Where consumpticn, dls-
tribution end production are fixed downward there is a commmistic gociety
without the hope which lets commmism live — the faith in the future presper-
ity for all. This society envisaged for Germany by the plammers, is the society
of 8 well-organized jail. Only people who like to decsive themselvey can
iragine decentralized economic entities in wsuch & soclety. What 1s 1eft has

to utilize most radical methods of centralization to make the most oyt of

the remsining 55,

The wostorn European economy, in spite of all borderlines, tariss walls,
etc., 1s one ins¢parable structure. A "Ja1l" economy in Germeny siakes full and
free exploitation of productive capacity in Prance, Hollang, Belging, Italy,
etc. impoosible. They have to forgst about exports to Uermany beyond the
minioum figurs, vhile after the first post-war years they have to flnd in the
overseas market the results of industrial self-gufficiency of the Dominions
and Latin Americe and of increased export interest in the United Stateg and
Great Britsin. The Buropean countries surrounding Germany, intereatsg more than
any one else in Buropean pease, have to make space in their market for German
imports by vhich imports into Germany are paid for. That can only s gocom—

plished by quota cartels, and other restrictive measures. It never happened



before that destruction of one economy proved to be a definite advantage to

other nationa. The reader of the S8tate Department "Proposals for Extension

of World Trade and Employment® must doubt whether its drafters had evsr heard

of the prepuvation of the plan for Germemy. There we readt

"Seience and technology have snormously increased the preductive

powera of man, Limits upon humen welfare are imposed today met by
the ultimate poverty of nature’s resources, but by failure to use
human powers to the full. Amomg the factore mhich obstruct our
march towsrd the goel of freedom from want are exceesive restric-
tione on exchange and distribution. Progress requires release
from these restrictione,

The Allied plen makes free and expansive economy in Burope impessible.

The drafters of & minimum plan under which = deteated country is supposed
to live for many years assume a terrific responsibility, since their mistakes
are bound to lead 1o & sub-minimum society. That means permenent starvation,
1t is shocking to realize very sericus mistskes in the Allied Conprol Council
plan. Again a few references are enough to show the points the whole balancs
of the plan is bused on & need for about 13 billiom dollars worth of food stuffs.
Thie figure indirectly determines the most lmportant famctor of the export
necessary for the puyment of the imported ioed stuffs. [Farthermore, Luds
figure indirectly provides for the quantity of the production, since production
and export are inseparable.

In 1936 Germeny imported 1,485,000,000 dollars worth of food stuffs. In
1936 Germany had, as slready pointea out, sbout one-third more agricultural
territory than it has noﬂ; even il no change of the western frontier takes
place. Germsny has a population very substeantially lawger tham it had in 1936,

The remeining German soil is depply affectea oy lack of fertilizer, especially
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natural phosphate, which cennet be substituted by any synthetic prodmct.
The suetaining of the 1936 import figure pre-supposed keeping the Germans
on a continuous level of less than 2,000 calories per person per day. The
adopted plan makes starvation the rule rather than the exception, which
tragic irony is to be seen in the fact that now we substentially restrict
the food supply of our owmn nation to heet the demands of sterving people in
Europe, while at the same time we are participating in a plan to make sterva-
tion a permenent institution, on the principle that Germany's capacity has to
be limited to the amount of the actual production of 1932, Most of the figures
are based on the prices of 1932. In fact the 1932 prices were ths lowest
prices Germeny ever experienced. Therefore the effect of the plam will bring
Germany on a productive capacity even below the 1932 production. I have al-
ready mentioned the faet that the 1932 productien can only be considered as
a fastor of the determination of the quantity of products available for Germenm
consumption if considered together with the German stocks existing in 1932,
If that would be done even the 1932 figures would look quite different tham
they loek now.

The actual permitted steel production in Germany is determined to be
5.8 million tons while the productive capacity shall be 7.5 million tons.
The actual production of steel will be about 50% of the pre-war figure. The
plan does not bring this steel figure in correspondence with the provision of
the plan that production of building materisl and agricultural machinery
shall be fostered. The steel production is absolutely the cornerstone of
the restricted miniwum economy. Therefore it determines the ectusl eutcome

of the entire plan.



Mr. Ernest Bevin, whose expert knowledge no one can deny, in the House
of Commons discussion of June 4, 1946, pointed outs

“Germany should be allowed to produce 11 million tons of steel
for rehabilitation and as a yardstick for determining the level
of her industry. I believe that was the unanimous decision among
us, after months snd months of weary study., We were first offer-
ed 5,800,000 tons of steael (by whom?), That smount produced in
Germany would mean 100 million pounds expenditure on our budget
subeidising Germany, because the steel production determines

the level of practically all other industries of the country.

Therefore I hed to fight very hard and finally it wis settled
at 7,500,000 tons steel capacity. I accepted this with great

misgivings.®
The best experts in planning among the Allies, the Russians, seem to

consider the plan as an impossibility. That can be seen from the following
indications. While the plen prohibits every production of synthetic gasoline
and oil in Germany, the Russien Military Government on July 28, 1945 gave a
continuous order to Leuna for the supply of synthetic gasoline, The production
inoreased from month to month,

The d&destruction of 54% of the industrial capacity of Germany is supposed
to take place partly by the removal of German industry into other countrieg.
For this purprse the Russlans were entitled under the P;tsdan agreement, to
request a certain percentage of productive capacity in the western sone. The
Russtans were given the right to determine the removal of the famous Schwein-
furt ball bearing plant, S.K.F. and Kugel-Fischer. Ia accordance to British
newspaper reports the Russisns have teken thege plants out of our sene end re-
built them in their sone, where these plants are reported to be in full opsra-
tion. The British further expressed their dielike for the plan. Is it not so



that we have been talked into the adoption of an impossible plen which was
supposed to lead to anarchy in our zone, while a resurreotion in the Russian
sone induces the Germsns to adopt a pro-Russian line?

There ean be no doubt:s the plan of the Allied Control Counoil for the
future Gorman industriel capacity is to be revoked. A complete change of policy
is necessary if we want to serve the peace., The first step in this dirsction
may be the temporary interruption of the transfer of industry from the western
Zone to Ruesia but that is not more than a very first step. GCertainly whoever
darsg to attack a plan of such magnitude has to make positive and constructive
suggestions what should be done. As & matter of fact, final economic decisions
are impossible and worthless as long es the basic political position of the
future of Europe, especially of weatera Europe, are not reached. Under the
present conditicns any positive suggestion depends on whether continuance of
the Bismarck Reich as an economic entity will prove to be possible or not. For
the time being our adherence to the idea of a German economic entity is beyond
doubt. XIf it remains so no one knows. So much can be saids if the political
organization of the present UGermasny should remain in existence the necessary
transformation of the wer-like Germany into a peaceful Germamy should follow
the following lines: Germany shall be prohibited from bmilding weapons and air-
planes. In addition thereto we may agree on a few strategic materials without
which war cannot be prepared for. The production of these few strategic mater-
ials may be excluded. A sound aconomic balance cannot be built up if the country
is not permitted to make asluminum, nitrogen end all the other articlee which
may be used for war, since under the new technological conditions everything is

of some strateglc importance. But it is enough to agree that certain products,
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for instance, aluminum, magnesium end nitrogen (other then caleium nitrogen)
shall not be produced, while in every other respect producticn is free, Such
a decision would be consistent with the basiec prinoiples of American poliocy:
the protection of human industrial capacity. Hand in hand with this process
of & sensible disarmament, dissolution of the artificial Geormen measures for
the building up of an unjustified high industrial capacity should be under-
taken. While Allied adoption of Naszi philosophy suggested by the Gontrol plan
is to be considered untenable, just as untenable is the sustainment of German
measures which had a gimilar effect on the economies of othef countries. In
this line we find certain aspects of german tariff, tax, cartel and corpora-
tion practios., A very fine Swiss economist suggested that the decisive astep
in the direction of a German disarmament ig the ioposing of an actuael open
trade on Germany. Such a policy would permit a decentralisetion of the eonom~
ic and political monopolistic position. It would enable the German independent
buginess men to reesteblish a basis on which a democracy can exist,

In the American legul periodicals there is & discuseion going on to what
oxtent the President can bind the United States by exasutive agreement without
the advice or consent of the Senate. The machinery of the Allied Control Coun-
¢il iz binding our country far beyond anything ever considered ae a posesible
part of an executive agreement. It is high time that the Senate begins to lock
into the activities of the Allied Control Council and eur representative there.
Plans such as the plan in issue here arec not of temporary significance, They
are the actual basie of the peace treaty with Germany or her suacessor states,

Begides the plen as suggested here usual peace treaty provisions ere nothing



but formalities without subatance. Let us hope that the Forelgn Affairs
Committes of the Senate during the gpummer vacation of the Senate finds time
to meke a thorough investigation of this outrageous plan.



