
June 4, l94
MOi1NDUM

On i4arch 31, 1946 the Allied Control owwil with the obvious approval

of some one in the 8tate bepartaent, published the plan for the future truc—

ture &‘ German industry. It is a plan against productive capacity end for an

utterly restricted totalitarian economy with the complete regulation of pro

duction and consumption. It is a plan which pro—supposes the reeatablishnent

of the kaz1 economy or of a communistic yatee In Gcrnany. It is a plan which

not only compels Uermsny to follow this road but which determines the totali—

tai-inn future of all of Europ.. Is that our wer aim? Is that the promised

“release from rat.rictions? Is this sacrifice of all our ideas necessary to

acoomplien disar en(, of ieruany?

The drafters of econotai’. bo1nstt have a very comfortable position. Public

opinion does not like to be bothered with figures arid boring ccononiis dis—

cuesiens, and therefore easily taken by their Uplanra. Should ib not be

possible to break through this wall of figures and describe what they mean?

Should not a Lea ins tanoea be enough to makes ublic opinion understund on

which road we actually are?

Ihe only aunnibie teb .ior the e.amination of an econoraic plan for a

country is is confrontation si th the actual needs of such country. every one

can understand that production of Germany has to be suffioientt

I. To rebuild destroyed cities to the extent absolutely neceaay to

house 73,000,000 people in the sjme territory where 58 million lived beiore.

The British government very- cleverly excused itself from any- responsibility

for the plan by making the reservation that &igland shall only be bound by



the plan if not more than 66.5 million people live in the territory remain—

ing German after separation of the eastern territories ceded to Russia and

Polani —— while 3 million Sudeten Germans, 800,000 other Yolks Deutsche,

1.7 i1lioa mans from Danzig and bland proper, and 5 to million from

HnEw PolandH aro already u toe to Germany to increase the oopulation

beyond the fIgure assumed by the British ss the maximum.

2. To feed those people from the fruits of the country which lost 25

to 33 (different in different fie1d of food stuffs) of itr eriu1t.ural

basis. 1Thit cirinot b prouct in Gerrnany to be imported and paid for by

Uersn iaus ia1 pro.uc tjori,

3. To clothe and traasport theoe people.

4. To eAport what ir aecenry for tho puynen of imports.

. T0 proc1uc rchinery necesry to take care of 1—4.

ha i1 .rire dernine hit 55 of the pro—war German Drodnctive cs3acity

(not inciLading bni1din material industry) will be sufficient. Thi’ figure is

alleged not to be rbiLrary but cientific. It is based on the 1932 actual

Getuian production. Why is this iigure of 1932, a year wtich brought Hitler to

pover, a year with II million unemployed and widespread starvation, the basis?

The ‘thnning scholars” c.ne to the eonciuion that ernany’ r sturiderd of liv—

mc of 1932 sas sa.1 to the stathrd oi living ol: the rct o. urope of

1930—38. Therefore they u.llege the decrease of erinan productive capacity to

the 1932 actual production would bring ormany and the reat of Europe an the

same standard of living as demanded by the Potsdam Declaration. Un to now we

have only had experience with plans of an economic upward trend. The Russians

successfully planned their way irom a tecbnoloicaiiy nacicward nation to a



a disarmed nation to a completely armed socIety. Mistakes in those placa

could mean delay in the upward trend, mistakes in minimum plans mean misery

beyond the prescribed mini.uz. The Young and Dawe Committee tried to determine

on the baie of indico how much taxes could be collected in Germany to pay

reperalons -,iithout iaking li±e impossible. Th attept to bring a society

downiard and to keep it down on the lowest possible level is sometbin entire—

ly different. Th Drevicas plans were prepared by sovereign powe’s who could

change the plan whenever they considered it to their a.dvantiae. The new plan

is imposed by foreigii nitiokls. it cannot be changeu by peuceru.l mew-Ls, even

if the imporiility of tlie pica uecoma evident, unless the four le1ing

powers agree. Asumin that ne plan can wor. —— the London Times cl May 6,

1946 seemed to consider that the most horrifying oossibility — Germany would

beconie the first thiiaum society without the ri.ht for social. improvement.

On the basis of the l9J exprience SUOlI aininnum uoiid man: either the killing

of about 1/4 of the working populution to enable the others to improve the

standard ot Lii o’ the giving oi am qui minimum uo ta in oosumption.

Ruasia never iade the step to eual consumption, the utep ros a socialistic

to a conumnitio society. Germany, by .he pl.n ared to by us, i ci1ed on

to do this step or to estabiieh a living condition oi one part f the popula

tion at the epenee of another nar. Such a. syst’m can only be utained by

terror. Mow could we imine that a rouuctire c:atua.oity ecr tO 55 could

produ:a enough for the a.yment of increaFed irnport of food stuffs not pro—

duced in Germany any more? how could 1932 production be suffici€iit in a society



which has not the stocks of 1932, wheiz Geraany, after three years of crisis

on the iiorld narket, had the largest. stoekø in ito hi3tory? fLow could 1932

pro:uctior be sufficient in a cjety which has lost not only a large part

of its ionie but of ev-ry irticle needed in a civilized houLehQiA? Theoretic—
lly, evry iaimum can be distributed equaliy or otherwise. iveuy prodi.ctive
capaci t. cen be limited and controlled ui evcry step. Where consumption, die—
tributios and production are fixed dovnward there is a oonm’uniotic 5ociety

without -the hepe th4 Jta 3omIuni.ic live — th faith in the tutre proaper—
it7 r a_li. TbI cicty eniicad for Gemw.iy by the 1aunets, L the society
of a eil—orgziu1zec jeil. Only :opl3 who like to i”e hmee1ve cn
iinaina deccntr-aijz cenonj.c entities in riCI a aocity. Thet is ieft has
to iti1ize most (‘1jcal thod of centraliz,.ticja to make the iost out o
the rminn: 55%.

The dc3tt’n 2uropean coiowy, in spite of ii horde rlinea, tarIff walls,
etc., ia one Zn.rable structure. A Hjaulhl eccnomy in G€rmany fail and
free ex)ioi:ticn of productive capacity in Fcance, Holland, Bulgiu, ltely,
etc impoocble. They hcve tc fort about zports to üetwny beyon the
mInimui flur, ;thi1 after thc i.irot pot.—ncr yearo they have to t’tnd in the
overceas market the results at indurtrial elf—cufficltncy of the jjcns
and Latin Ameriec d of increanod e:-port interest in he United Sttes and
Great t3rjt,’jn. The uropnn countries surrounding Germany, interested sore than
any one else in luropen peace, tiave to make space in their ntrket . German
import by th±ch imports i!to eeny arc paid £r. That can only b accon—
pushed by quota cartels, and other restrictive measures. It never kappened



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

other nations. The reader of the State Department “Proposair for Extension

of World Trade and Employment” must doubt whether its drafters hcd ever heard

of the prp.rarion of the plan for Cerinany. There e read:

toi.ne ariA tcimolor nave anorlnoue.Ly incceisen tha rouctive
powers of man. Limits upon human wel!tr are imposed tn not by
th ultimate poverty ol aaure’ a resourcea, but by failure to use
human powers to the fuil. inoni the factorc shich obstruct our
march toard Uie go&J. ci reedcm ‘cm snt re excoive rea.cic—
t1cn or exchane eriur uitribntioa. “greL; l’EQuir€-r releae
iro these restricti,rn.u

The llied plan nkes irse end expansive economy is 1.uropa iwposible.

The itei; ci a iiuizi plan under which a deiated eounty is supposed

to ii for many yara aure a t.eLriiic L’espouribitity, since their mistakes

are bounc to loud o a aub—uininum society. That means permanent atarv.tion.

It is rhncking to r*alize vrty cerious mi t_as in .ue Allied oat.rol Uouticil

plan. Again C iC referesces are anough to snow the point: the .hol celanes

of tee plan i i&ee orL a eeoc icr oout l illion cioUirs worth of i’cod stuffs.

Thj’ figure indireeLly •iettrmices tee maE;t important Itor 01 the export

ueoery for the iyment of the importeu food ‘tuT. 1urtherjr e Vie

fign* indirectly provinas for the quantity ot the production, sinca production

end export are inieparabie.

In l%3ó riIan, importeu l,4,uOu,uUO uo.Lws worw o... fooc stufie. In

1936 Germany hd, s alreauy pointa. aut, acout onu—thiri more agrieuitural

tarrithry than it h oven. if no cnsn•i cl the iarn frontier tJe

piece. Cermany has apopuiriioia very subetantla.Lly larger than it iad in 1936.

The rettiiniag Ganiae oil is neppiy aliectea uy lack of icr .j.iair, pucially



natural phosphate, which cannot be substituted tr any synthetic product.

The suetainlng of the 1936 import figure pre—aupposed keeping the Germans

on a continuous level of )*ss 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 substantially restrict

the food supply of our own nation to aoet the demands of starving people in

Europe, while at the sane time we are participating in a plan to make starva

tion a permanent institution, on the principle that Germany’s capacity ha to

be linlted 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 the lowest

prices Germany ever experienced. Therefore the effect of the plan will bring

Germany- on a productive capacity even below the 1932 production. I have al

ready mentioned the fact that the 1932 production can only be considered as

a factor of the determination of the quantity of products available for German

consumption if considered together with the German stocks existing in 1932.

If that would be done even the 1932 figures would look quite different than

they look now.

The actual permitted steel production in Germany is determined to be

5.8 million tons while the productive capacity shail be 7.5 million tons.

The actual production of steel wiil be about 50% of the pro—war figure. The

plan does not bring this steel figure in correspondence with the provision of

the plan that production of building material and agricultural machinery

shall be fostered. The steel production is absolutely the cornerstone of

the restricted minimum economy. Therefore it determines the Lctua1 outcome

of the entire plan.



lii. hrneat Bevin, whose expert knowledge no one can deny, in the Rouse

of Gommona aiscussion of June 4, 1946, pointed outs

U.zzy should be allowed to produce 11 million tons of steel
for rehabilitation and as a yardstick for determining the level
of her induetry. I believe that was the unanimous decision among
us, after months and months of weary study. We were first offer
ed 5,800,000 tone of steel (by whom?). That amount produced in
Germany would mean 100 mjfl i-on pounds expenditure on our budget
subsidizing Germany, because the steel production determines
the level of practically all other industries of the country.
Therefore I had to fight very hard and finally it was 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. hile the plan prohibits every production of synthetic gasoline

and oil in Germany, the Russian Military Government on July 28, 1945 gave a

continuous order to Leuna for the supply of synthetic gasoline. The production

increased from month to month.

The aestruetion of 54% of the inauatrial capacity of Germany is supposed

to take place partly by the removal of German industry into other countries.

For this purpc-’ the Russians were entitled under the Potadam agreement, to

request a certain percentage of productive capacity in the western zone. The

Russians were given the right to determine the removal, of the famous Schwein—

furt ball bearing plant, S.K.F. and Kugel—Fisoher. In accordance to British

newspaper reports the Russians have taken these plants out of our zone end re

built them in their zone, where these plants are reported to be in full op’ra—

tion. The British further expreased their dislike for the plan. Is it not so



that we hare been talked into the adoption of an impossible plan which was

supposed to lead to anarchy in our zone, while a resurrection in the Russian

zone induces the Germans to adopt a pro—Russian line?

There can be no doubti the plan of the Allied Control Council tar the

future German industrial capacity is to be revoked. A complete change of policy

is necessary if we want to serve the peace The firut step in this direction

may be the temporary interruption of the transfer of industry from the western

Zone to Russia but that is not more than a very first step. Certainly whoever

dares to attack a plan of such magnitude, ha to make positive constructive

suggestions what should be done. As a matter of fact, final economic decisions

are impossible and worthless as long as the basic political position of the

future of Europe, especially of western Europe, are not reached. Under the

present conditions 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. If it remains so no one knowe. So much can be said: if the political

organization of the present Germany øhould remain in existence the necessary

transformation of the war—like Germany into a peaceful Germany should follow

the following lines: Germany shall be prohibited from building weapons and air

planes. In addition thereto e may agree on a few strategic materiale without

which war cannot be prepared for. Tho production of these few strategic mater

ials may be exoluned. A sound economic balance cannot be built up if the country

is not permitted to nake aluminum, nitrogen and nil the other articles which

may be used for war, since under the new technological conditions everything is

of some strategic importance. But it is enough to agree that certain products,1



for instance, aluminum, magnesium and nitrogen (other than calcium nitrogen)

shall not be produced, while in every other respect production is free. Such

a decision would be oonistent with the basic principles of American policy:

the trotection of human industrial capacity. Rand in hand with this process

of a soueble diearmnmerit, dissolution of the artificial German measures for

the building up of an unjustified high industrial capacity should be under—

taken. While Allied adoption of Nazi philosophy suggested by the Control plan

is to be considered untenable just as untenable is the sustainment of German

measures which had a similar effect on the econemies of other countries. In

this line we find certain aspects of German tariff, tax, cartel and corpora

tion practice. A very fine Swiss economist suggested that the decisive stop

in the direction of a German disarmament is the imposing of an actual open

trade on Germany. Such a policy would permit a decentralization of the e,onom—

ic and political monopolistic position. It would enable the German independent

buairnss man to reeatablish a basis on which a democracy can exist.

In the American legal periodicals there is a discussion going on to what

extent the President can bind the United States by executive agreement without

the advice or consent of the Senate. The machinery of the Allied Control Coun

cil is binding our country far beyond anything ever considered as a possible

part of an executive agreement. It is high time that the senate begins to look

into the activities of the Allied Control Council and our representative tbere

Pls.ns such as the plan in issue hare are not of temporary significance. They

are the aetwa basis of the peace treaty with Germany or her successor states.

Besides the plan as suggested here usual peace treaty provisions are nothing



0

but to 1.jtjt, wjjout betgioe. Let u hope that the Foroii Affaira

Comittee of the Senate during the suer ?acation of the Senate finds time

to ke a thorough izivestigation of this outrgeoua p1an.


