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Purposes of the Civil Affairs Handhook.

The basic objectives of civil affairs officers are (1) to assist the
Commanding Geueral by quickly establishing those orderly conditions which
will contribuie most effectively to the conduct of military operations,
(2) to reduce to a minimum the human suffering and the material damage
resulting from disorder, and (3) to create the conditions whick will make
it possitle for civilisn agencies {0 function effectively.

The preparation of Civil Affairs Handbooks is a part of the effort
to carry out these responsibilities as efficiently and humanely as possible.
The Handbocks do rot deal with plans or policies (which will depend upen
chanzing and unpredictable developments). It should be clearly understood
that they do not imply any given official program of action. They are
rather ready reference rsource books containing the basic factual information
needed for planning and policy making.

Economic Controls in Nazi Germany.

This handbook on Economic Controls in Nazi Germany - M 356 - 27 1is
not a part of the handbook series entitled, "German Military Government
over Purope.,” It is concerned with Germany proper and deals with in-
ternal economic controls in all fields exceczi labor, public finance and
foreign trade, Tuis study may be read with advantage in connection with

the Civil Affaire Handbook M 356 - 2, Germany - Government and Adwministration,
to be published soon,
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INTRODUCTION,AND‘SUMMARY

The economic policy of National Socialism may be divided into the
following stages:

a) the initial stage

b) Schacht's New Plan of 1934

c¢) the emergence of the war economy in 1939

d) the reorgenization of German economy in the spring of 1942

"e) the transfer of power to Speers! Ministry for Armements and
War Production.

In the initial phase, Nazi economic policy was not much different
from any other anti-depression policy. The Nazis endeavoured to overcome
unemployment and stimulate private enterprise by extending the make=work
policy of the previous democratic and semi-dictatorial periods. On Dec-.
ember 24, 1934, Schacht's New Plan came into operation. Under this plen,
preparedness economy wag introduced. Its primary aim was to control the
flow of raw materials and to devise a system of raw material allocation.

The Four Year Plan of 1936 initiated the adaptation of Germany's
economy to imperialist war.

The outbreak of the war did not produce many changes in the policy,
although such changes had been planned. The "Blitzkrieg" made them un-
necessary to the Nazi regime.

The strain of the war was fully felt for the first time in the fall
and winter of 1941, leading to serious cracks in the control system. In
the spring of 1842, a complete overhaul of German war economy was under-
taken. The effect of the reform may be summarized as follows: The
bureaucratic controls of the economy were thought to be inadequate. Bu-
reaucratic interference led to such complications that red tape tended to
stifle economic activity. The reform of the spring of 1942 attempted to
utilize the initiative of the entrepreneurs by delegating considerable
powers to business organizations. .

It would be wrong to believe that Germany has successfully solved
the administrative problems created by the wer. She has undoubtedly done
well, because she has accepted three principles: ’

1. "The World Viear has demonstrated the great significance of

'material' and has thereby shown that modern war is & war
-of factories.”



2. "The war has further shown that one of the most important
elements of victory not to be purchased by money, is time.
It tekes a great deal of time for war production to come to
full operation.

3. "The development since the World Was has shown a perpetual
rise of armaments with equally growing mechanisation and
motorization of the armed forces. A coming war may, there-
fore, require a huge amount of material and may be drawn
out to such an extent that the capabilities of the national
economy must be strained to the limit." 1/

These principles have been applied in Germsny since 1934---fully
since 1936. It is primarily the time factor that has given Germany her
economic strength, and not the superiority of her economic organizatlon,_
which is as complicated as that of any other country. :

- The major difficulties of any war econony arise, of course, from .
the fact that a number of agencies compete and will continue to compete:
for lsbor, raw materials and machinery. No system can be devised which'"
fully reconciles these competing claims. The difficulties are, besides, -
enhanced by conflicets within the ruling groups. Though such antagonisms
may be publicly aired, it does not mean that they do not exist.’ Their
existence becomes obvious at the moment the controls are changed. In
order to justify the changes, the previous organizational pattern is in-
dicated and a number of economic chiefs (like Schacht, Darre, Wagner)
‘simply disappear or like Funk, are demoted.

Such antagonisms exist within the Nazi government. The requirements
of the military and civilian sectors must be reconciled. The finance com-
npissioner desires higher revenue, the minister of economics desires to
-grant industry more cepital for accumulation, while the price commisgsioner

wants lower prices. The foreign minister wants to export machinery, while

the armament minister wants it curtailed. Himmler wants artisans for the
East, while Sauckel desires them for German industry.. There are antago-
nisms between industry and agriculture mainly caused by the different
price levels. Within industry, the raw material extracting industries
are opposed to the processors. The old and new industries have different
policles. Small business demands security. There is, above all, the ii=
tense class antagonism between labor and the regime, leading to ever more.
stringent measures of oppression.

1/ Institut Fur Konjunkturforschung Industrielle Mobilmachung, Hamburg

1936, p. 8.
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All these conflicts were intensified in the course of 1942 and
1943 and led finally to the concentration of full powers in the hands
of Albert Speer, paralleling the appointment of Heinrich Himmler as
Minister of the Interior and member of the Ministerial Council for the
Defense of the Reich.
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THE REORGANIZATION OF THE GERMAN ECONOMY

IN SEPTEMBER 1943

1., The Decree

The text of the following report indicates that the reorgani- .
zation of the spring of 1942, especially the expansion of Speer's
power over the economy, led to a split in the system, namely a
competition between the Funk and the Speer. This split beceme
especially apparent in the raw material allocation. While Speer
was responsible for armsment production, Funk remained responsible for
raw material allocation, primarily through the various Reichsvereini-
gungen, the Spheres of Steering, and the other government and self~r
government agencies within them. As a consequence of this competition,
stockpiles began to accumulate in some enterprises, while others were
in need of raw materiels and machinery.

To remedy this situation, Hitler on September 21, 1943, issued
the following directivet

"The contingencies of war necessitate the further concentration
and unification of the control and orgenization of the war economy,
in order to utilize even more effectively than hitherto the economic
strength of the Germen people for war purposes. :

Total productive cepacity and manpower in the future must be
used to an even greater extent and more intensively to achieve an
increase of armament production, To this end, German war production
must be directed from one place, scording to uniform direction.®

The decree by the Fuehrer of Sept. 2, 1943, "Concerning Con-
centration of the Var Zconomy", put the Reichminister for Armaments and
Munitions in control of total German production for the duration of
the war, and mede the Reich Minister of Economics responsible for the
general economic policy, for supplying the population with consumers
goods, for monetary policy, for foreign trade questions in the frame-
work of the foreign trade policy of the Reich, and for financing of

the economy as well as for production. The authority of the Reich

Minister of Economics in these spheres has been extended.

L)
~ To insure the execution of these tasks, the Reich Marshal for
the Greater German Reich in his capacity as Delegate for the Four-
Year-Plan, has appointed the Reich-Minister of Economics, Dr. Walther-
Funk, to be a member of the Central Planning Board.

-1-
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Simultaneously, the Reich Marshal has extended the suthority
of the Relch Minister Speer Commissioner General for Armement Tasks
in the Four-Year-Plan to the whole war production.

The Commissioner-General Reich Marshal has ordered the setting
up of a Planning Office with the GommissionerbGenerel for Armament
Tasks and War Production.

This measure brings into line the various plenning authorities
of the War Industry.

The Jurisdiction of the Reich Marshal of the Greater German
Reich, in his capacity as Delegate for the Four-Year-Plan, is not
affected by this new arrangement. Nor is the jurisdiection of the
Reich Minister of Foreign Affairs for the foreign trade policy of the
Reich and for preparing and conducting foreign trade negotiations
affected.

2. Changes in Personnel

The title of the Speer Ministry was in consequence changed into
the Ministry for Armaments and Yar Production and a number of personnel.
changes were made, The most important of these are!

1, “Hans Kehrl, the chief of Main Department Mo, II in the
Ministry of Economics was transferred from this ministry into the
Speer Ministry and put in charge of Speer's new office for raw
materizls,

2. Dr. Friederich Welter Landfried, Secl'y of State in the
Ministry of Economics was relieved of his duties in Dec. 1943 and was
succeeded by Dr. Franz Heyler, the leader of the ¥ational Group Trade.

3. Hans Kehrl's place in the Minisiry of Zconomics was filled by
Otto Ohlendorf, the chief manager of the Hational Group Trade.

These changes indicate even better than the wording of the Hitler
Decree the meaning and the effect of the organizational changes! the com-
plete decline of Funk and the rise of Speer to the control of all
German economic controls. Landfried was responsible for 21l major
economic decisions within the Funk Ministry, He is the author of most
of the economic legislation since 1934, His replacement by Hayler
signifies that Speer is not only satisfied with subduing Funi, butb

e 2
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that Speer desires his own representative in the Funk Ministry.

Hayler is a SS Brigadefuhrer and is the owner of the Munich retall fimm
F, Silberbamer. He is the bearer of the Blcod Order of the Nazi party,
which indicates that he participated in the November Putsch of 1923,

He is leader of the National Group Trade, and is responsibdle for the
sconomic exploitation of eastern occupied territories. He runs most
of the trade corporations and assoclations set up in the two eastern
¢ommissariats, Ee has, by a decree of Nov. 1941, been given the iono-
poly for the supply of consumers! goods to all Germans within the
Reich Commissariats. He organized for Speer the Arbeitsgemeinschaft

Rustungshandel, (the organization of the armament trade,) that has

now received the power and Jurisdiction of a Main Committee,

Hayler is the ideal type of the Nazi-businessman, who will exe-
cute all orders that come from Speer.

. Fank himself, born in 1892, was a newspaper editor of the Berliner
Borgen-Zeitung, the newspaper belonging to the family of Von Stuelpnagel.

He has, during the first World War and after the first World War, re-
presented exclusively interests of the German heavy industry..

Funk i1s a reactionary who Jjoined the party in order to promote
his interests as well as those of the group behind him, Speer, on the
other hand, is the gemiine Nazi enjoying the full confidence of Hitler
and is Hitler's favorite city builder. EHe has worked to convert the
German heavy industry and mey be considered a technocratic monomaniac.

3. The Meaning of the Changes

The meaning of the changes in organization can be defined in the
following ways

There is no question that Funk has been demoted and that Funk has
been kicked upstairs to the so-called Central Planning Board which
obviously has very limited functions. He has been compensated by more
power in the finance and trade policy, so that the Minister of Finance
now comes under his jurisdiction. Count Schwerinrosig and his
Secretary of State, ¥, Reinhardt have thus been fully subordinated to
Funk. This increase in power means very little because the financing
of the German war economy is today not a problem of major political
importance, It is true of course, the power of the 'bg.nks has increased
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considerably, end that inflationary problems have made financial
considerations more important, but power over the economy still
rests with that egency which controls the allocation of materials,
machinery, power, transportation and lsbor. All these powers are
concentrated in Speer'!s hands.

4. The Structure of the Central Gbntrols

a. Under Goring as Delegate for the Four Year Plan, a Central
Planning Office exixts (Zentrale Planung). It is composed oft

Goring as the Delegate

Paul Korner, Secretary of State in the Four Year Plan Office

Erhard Milch, Secretary of State in the Air Ministry and
Field Marshal

Walther Funk, Minister of Economics

Albvert Speer, Minister for Armaments and War Production.

The functions of this committee will continue to be very circumseribed.
Long-range planning is hardly possible in a period where economic
decisions are.forced upon Germany and speed is the essence of admini-
stration., Still it may be assumed that basic decisions (i.e. transfer
of whole industries, etc.) may be reached in the Central Planning.

b. Speer, spart from other functions, operates in a dusl capaecity.

Ag Minister for Armaments and War Production, he is in charge of
those factorles and installations engaged in war production. The
German newspapers asserted that Funk controlled 95,000, and Speer 90,000
egtablishments, though even the Funk-controlled sector was actually
working for armaments production. 1/.

Speer is, however, also Commissioner General for Armament Tasks
in the Four Year Plan, the title now being "for Armament Tasks and
Var Produetion." As such, as has been mentioned in the report, his
functions are to adapt the economy in sectors which are not directly
under his control to the reguirements of the war economy. 4s a

_I/ Xolniche Zeitung September 9, 1943 News Digest, No. 1252 B4,
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- consequence, all decrees and rulings of Speer concerning trade, the

BRegional Economic Offices, the Reichsvereinigungen, the Groups and
Chambers, etc., are issued in his cepacity as Commissioner General and
not as Minister.

It is for this office that Gé;.'ing created a Planning office
(Plamungsamt), The menagement of this office has been entrusted to
the above mentioned Kehri,

5. The organization of the Ministry for Armesments and War Production
economy. '

a. The Minlstry is divided in a more administrative sector
(comprising the Central Office, Armement office, and an office for
Economic and Financial matters), and the so-called Production Depart-
ments, A detalled breakdown of the Ministry's structure follows,
Generally the functions of the Ministry are said to revolve around
three things: coordination, production and liaison. Speer's liaison
officer with other agencies especially with the Ministry of Economics
is K, A, Hettlage of the Commerzbank,

The six production departments have been placed in charge of the
Trade Groups in the National Group Industry and of the Artisan Guilds.
The Groups become, though they remain under the administrative super-
vision of Funk, agents of the Speer Ministry.

But not only the Groups but also the regional organs of the
Economics and Food Ministries - namely the Reglonal Economic Offices
and the Regional Farmers' Association - are made subject to the Speer
Ministry which thug controls all organs in the regional level,

So are all organs concerned with raw material control, a fact
slready expressed in Kehrl's sppointment as chief of the department
Raw Mater}al. The Reichsvereinigung Coal has fully been put under
Speer. 1 o

bs On the Ministry's role in transportation control, see below,
PP 140 .

c. On the Ministry's role in the control of power, see below,
pp. 17.

1/ Deutsche Bergwerkszeitung Sept. 23, 1943,

L S
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d. On the Ministry's role in the control of btuilding construc-
tion see below pp. 13.

6. Speer has also assumed control of labor by the appointment
of a Reich Labor Supply Engineer (Reichsarbeitseinsatz Ingenieur),
G, Friedrich, of Reglonal Labor Supply Engineers and Labor Supply
Engineers for all plants employing 800 workers or more. A fuller
discussion of this appeintment will be found in the Chapter "Labor
Controls',

f., Hand in hand with the strengthening of the bureaucratic
controls in the Speer Ministry, went an expansion of its self-
governing sector. The Main Committees, divided into and composed
of Specisl Committees, and the Industrial Rings have assumed greater
powers and now completely overshadow the Groups and Chambers., A
case study on the operation of a Main Committee will be found on p. 13.
where the controls of the building economy are described.

2. The corporations in the Speer Ministry have also expended.
A description of their operation is to be found on pp.. of the report
end in the chapter on Generators (see below p. 15.)

6. The Organization on the Regional Level.

Quite important changes have been made and are being made on the
regional level. It becomes increasingly clear that the key political
unit for the control of the economy 1s the Rustungs-Bezirk, the arma~
ment inspection which, in turn, coincides with the Wehrkreis, the corps
area. An exception has been made for the regional Jjurisdiction of
the Labor Supply Engineers.

As a consequence, all regional agents of Speer in his capacity as
Minigter and Inspector Generel for Vater and Power, and Roads, operate
in and for the area of an armament inspection. It may be expected
that regional organs of the raw material allocation agencles will be
adapted to the armement inspection, and a beginning has already been
made in the Brick industry (see below 21.)

Since it is the production controls that are decisive in a war
economy, the Wehrkreis has emerged as the key political unit,

The regional structure of the German economy is thus in a state
of confusion.

34-68284ABCD
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The Gau principle operates in labor controls (Gau Labor Exchanges
and Gau Labor Supply Commissars) - but not fully since the Regional
Labor Supply Engineers do not use the Gau. It is not quite clear
how their regionsl Jurisdiction is determined. It is probable that
it is the Economic District (Virtschaftsbezirk).

The Gam principle operates in the chember system — but the
chambers play but an insignificent role in the administration of
the economy.

The Wirtschaftsbezirk principle prevails with the regional orgens
of the Ministries of Economics, Food and Agriculture and Forestry and
that for the rationing of food and consumers goods. It operates still
in large sectors of raw material control.

The Armsment Inspection principle prevails in production controls
generally, in the whole of the building economy, transportatiomand
power and may extend into the sphere of raw materisl allocation. It
is not, however, clear whether the regionsl organization of the Main
Committees follows the Gaum or the Armement Inspection.

3qually unclear is the relation between the Armament Commissions
and the War Economy Staffs (see below pp. 97-102).
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7. Survey of the Reich Ministry for Armaments and Waxy Production

Ministers Albert Speer :
elso: Inspector Gemeral for Water and Power;
Ingpector General for Roads;
Commigsioner General for Armament Tasgke and
- ¥ar Production in the Four-Year-Plan;
Member of Control Planning Board;
Chief of the Organisation Todt.

Secretary of State: Schmlze-Fielitz

8. The Organization of the Ministry on the National Level

I. Bureamucratic Organization:
Central Office (Zentralamt) - Mayor of Nuremberg, Liebel
a) Office for the Orgenization of Transport
(Dienststelle fuer Transportordnung)
‘Ing. Hoffman; deputy Min. Dir, Dr. Ottman
b) Attached to it is research staff under Prof.
Tiessen
Armement Office (Ruestungssmt) - Lieut. Gen., Dr. ing. h.c. Waeger
a) Office for Production Instsllations

(Bewirt schaftungsatelle Fuer Ferti g
einrichtungen) - Willism Verner (Auto Union)

b) The Reich Labor Supply Engineer (Reichs
Arbeitseinsgatz Iggenieur) - Ing, G, Friedrich

¢) Department Motorization (Amtsgruppe Motorisierung)
Col, Holzhemer, Chief of the Division ¥Panzer
und Motorislerung in the Heereswaffenamt.

Zconomic and Finsncial Matters - Dr. K. A, Hettlage
(Commerzbank) ,

a) also lisison with Ministry of Economiecs and

Speer's deputy for finencial and manasgerial
matters.

24~88284ABCD
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The following six departments are the Production
Department s

Raw Materials (Rob-und Grundstoffe) - Hans Kehrl
(PHRIX combine)

Armement Supplies (Ruestungslieferungsamt) - Dr. Walther
Schieber (German Cellwood and Rayon Ring)
deputy - Williem Werner (Auto Union)

Ingineering in Relation to Finished Combat Materials
(Technik fuer Ruestungsendfertigung) - Seur

Production of Consumption Goods (Produktionssmt fuer
Verbranchsgueter)- Ing. Seebaner.

Building(Amt Bam)- Stobbe-Dethleffsen

Power Supply (Amt Energie) - Schmlze-Fielitz

2) coordinating section "Power" in Office of
Inspector General for Water and Power.

b) . Special Deputy for Saving of Power and
Director of the Office for Power (Sonderbeauf-

-tragter fuer Energieeinsparung und Teiter der
Energiestelle) possibly abolished. Ing., Seebauer

Self Government Sector

Main Committees (Hangtaussc}messe) 1/(divided into

Special Committees nderengschuesgse)

1.

<

2.

3e

Armed Forces and General Equipment (Wehrmacht
und Allgemeines Gerset) - Wilhelm Zangen (Mennesmann)

Armored Vehicles end Tractors (Panzerwagen und 2

meschinen) - Ing, Walter Rohland (Aug. Thyssen Huette)

cooperating with: Armored Vehicle Commission

(Penzerkommigsion) = Dr. Porsche and Guderian

Shipbuilding (Schiffsbam) - State Councillor
Rudolf Blohm (Blobm und Voss)

I/ Only those which could Ve ldentified are included.
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5.—

7.

8.
9.
10.
11.
12,
13.

14,

15,

16.
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a) Special Committee (Sondersusscimss) Merchsnt
Shipping = Ing. William Scholz (Deutsche
Werft).

Munitions (Munition) - Prof., Dr. Albert Wolff
(Deutsche Weffen und Munitionsfabriken)

Aircraft Bulls (Flugzeugzellen) - Ing. Karl Frydag
(Henschel Flugzeugwerke A, G.,)

Alreraft Engines (Flugzeugtriebwerke) = ?
Aircraft Equipment (Flugzeugausruestung) = 1

Engines (Triebwerke) — Dr., William Yerner
(Auto Union)

Machines (Maschinen) - Karl lenge (Economic Group,
Machine Industry)

IMectrical Installations (Elektrotechnische
Anlagen) is also Industriering - Dr. lueschen
(Siemens combine)

Rail Vehicles (Schienenfahrzeuge) - Gerhard Degenkolb,

Wood Comstruction and Barracks (Holzkonstruiktion

und Barracken) - ?

Building Construction (Bau) Ing., Bruno Gaertner
(Weyss and FPreytag)

Power and Explosivés (Pulver und Sprengmaterial)

Committee for Armament Trade (Arbeitsgemeinschaft
Ruestungshandel) - with rights egual to those of
the Main Committees - Jonsul Hommel (Hommelwerke)
- Manager Dr. Dohrendorf

The Ha:uptring ¥Electro-Technical Products" is divided into

Sonderringe (specisl rings). These, in turn, are composed of

Arbeitsringen.

III Corporations

- Bustungskontor, limited liebili'y company.
mansger: Dr. Hettlage, (Commerzbanik)

24-.682384ABCD
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2. Generatorkraft A. @. - founded primarily by
1, but owned by the timber industry (50%),
the Reich (22.5%), the coal industry (10%),
the peat and o0il industry (17.5%).

3. Testkraftstoff A, G. - founded by 1 and 2.
4, Heeres - Ruestungsikredit A. G,

The Organization of the Ministry on the Regioq_al Level
‘I Bureemcratic Sector |
1. The Armement Inspectors (Bustungsingpekteure)
2, Corps Areas Deputies (131) (Wehrheisbewftragtej

3, Regionel or Gem Construction Deputise (Bezirks und
. Gembeauftragte) for area of armament inspection.

4. Power Deputies (13) (Beauftragte fuer Energiebezirke).

5. Reglonal labor Supply Engineers 30 (1) (Bezirksar-
beltseinsatzingenieure),

6. Tield Offices of the Armement Office (Aussenstellen
des Bustungsamtes) possibly merged with 1,

7. Trensport Main Commissions (32) (Transportheupt-
Kommigsionen) and Trensport Deputies with the Groups.

II Self Govemn;ent - Sector

1. Field offices of the Reichsvereinigung Iron at
. - Dusseldorf

Saarbruecken

Berlin

Gleiwitsz

Vienns

Prague

Cracow

2, Armement Chairmen (ﬁistu.ngi Obmaenner) of the
Main Committees for each area of en armament inspection.
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III From the Ministry of Economics
3. The Regional Economic offices (Landeswirtschaftsamter)

Regionsl Pessent Orgenization (Landesbanernschaften)
Gau Economic Chambers (Gauwirtscheftgkammern)
The regional orgesnization of the Groups

IV  Coordination in the BRegional Level
' The Armement Commissions (Bustungskommissionen)

24-AR2RSARED .
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Control of Building Construction

The increased powers given to engineers led to a complete re-
orgenization of the controls over Building Construction. The powers
of the Commissioner General under the Four-Year-Plan for Building
Construction (GBBAU) were severely curtailed and, as a consequence,
Speer resigned thie position, while those of the Main Committee Con-
struction were increased. As a further consequence the distinction
between industrial building entrepreneurs (organized in the Economie
Group Building) and the handicraft builders (orgenized in the Reich
Guild) became meaningless and the two organizations were transformed
into mere agents of the Main Committee.

The new structure is as yfollowss

Committees (Ai‘beitsaussclmesse) operate directly on each
larger construction project, supervising it and directing the

utilization of labor, machinery and materlals. These committees
are composed of experts who have knowledge of the local differences.

Above them stand the Confidential Agents (Bezirkliche
Vertrauensmaemer) for the area of each armement inspection

and for each quotaclaimant (i.e. the arny, airforece, Organization
Todt, railways, postal administration, etc.) if the quota claimant
has several projects in the area of the armament inspection. The
Confidential Agents coordinate the various projects of the quota
claimapts and supervise the work of the Cormittees.

The Confidential Agents are, in turn, supervised by the
Special Committees (Sondersusschuesse), centrally organized for _
the Beich territory and coordinated in the Main Committee Building.

This Main Committee consists of the directors of the Special
Committees and is operating through 16 offices (Arbeitsstabe)
dealing with General Questions, Machinery, Lavor Supply, Tech~
nology, Improvement of Production, Standardization, Transpor-
tation, Administration and Organizetion, Stone and Barth, Timber
Steel end Small Enterprises.

Reglonelly the Main Committee operates through Regional and
Gen Deputies (Bezirke-und-Gaubesuftragte) for the area of each
armament inspection, They also coordinate the activities of the
Confidential Agents under the Special Committeecs.
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The Hain Committee, the Special Committee and the regionsal
deputies use the existing machinery of the Economic Group and
of the Reich Guild so that the establiskment of a new machinery
is avoided. Research in the field of the building industry
is concentrated in a Building Commission (Baukommissionen).

The Office Building under Stobbe-Dethleffgen directs centrally
the bureauncratic and self-governing organization of the Speer
Ministry.

There is a clear-cut division of labor between the Main
Committee and Cormissioner Genersl Building (GBBau)., The latter
1ls the govermment Plenning Office which collects the requests
of the quots claimants, establishes priorities for their re-
quests and allocates raw materials to the quota claimants (global
quotes). All tasks of construction proper in the widest sense
are concentrated in the gelf-government organ, namely, the Main
Committee.

10, Transportation Controls

&. A Buresu for the Organization of Transport (Buro fuer
Transportordmng) was established in the Speer Ministry Jointly
by Speer, Funk and the Reich Transport Ministry and directed by
Dr. Doerr.

Speer! s increased power over production led by necessity
to a strengthening of his influence over the transportation
sector. The Bureau was tlms transformed into an Office for the
Organization of Transport (Dienststelle fuer Transportor ,
and was incorporated into the Ministry's Central Office 1
and cherged with organizing an Yeffective organization of
transportation. It is directed by the Ministry's transport
specialist Engineer Hoffmenn whose deputy is the ministerial
director and transport specialist in the Ministry of Economics,
Dr. Ottmann., Attached to it is a research staff (Arbeitsstad)
‘under Professor Tiessen who is in charge of graphic presentation
of most important supply routes.

The new Office operates through 32 Transport Main Com-
missions (Transporthauptkommissionen) 2/ organized after the
model of the Main Committees. They authoritatively fix
"marginal distances" (Crenzentfernugen) which must not be
exceeded. Such maximum trensport distances (Transporthoechst-
entfernungen) have already been fixed for all mejor commodities

IJ Koelnische Zeituns, Sept. 14, 1943,
2/ Deutsche Bergwerkszeitungy Oct. 8, 1943,

4 - 883R4ABCD
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on the basis of research done by Tiessen's staff, In the
Brewery industry, the Commission prohibited transport exceeding
a distence of 250 kilometers for beer deliveries.

Transport Deputies (Verkehrsbevollmaechtigte) for each
area of an armament inspection coordinate the activities of
the transport facilities.

b. The conversion of vehicles to solid fuels and producer
gas. , ,
Dr. Speer has endeavored for a long time to compel the
conversion of all liquid fuel vehicles to solid fuel or nroducer
gas. However, before compulsory conversion could be decreed,
adequate generators had to be designed, appropriate fuels had
to be developed, and a system of distribution for solid fuel and
producer gas had to be planned.

A Central Office for Generators (Zentralstelle fur Ceneratoren)
was establighed in the Four-Year-Plan Uffice under state councillor
Dr, Schieber (menager: von Hirschfeld) to fulfill the sbove-mentioned
tagks., A Speer decree, issued jJointly with the Ministry of Trans-
port, gave subsidies to owners of trucks and cars in order to
facilitate the conversion. 1/ In August, 1942, 2/ new traffic
regulations for generator vehicles were enccted. Research was
carried out to compare the efficiency of solid fuels with liquid
fuels. 3/

Since April 1, 1943, so0lid fuels were only delivered againsgt
cards (Festkraftstoffkarte) though no actual rationing was intro-
duced. 4/ The owner of such a card 5/ is entitled to purchase fuels,

On October 4, 1943 Speer as Commissioner General for Armament
Tagks in the Four-Year-Plan ordered the conversion of all ligquid
driven vehicles, 6/ He stated that compulsion was now practicable
for passenger cars because the weight of the generator had been
reduced to a mere 35 kilogrems.

1/ Hemburger Fremdenblatt February 11, 1942 A

2/ Decree of August 5, 1942, Reichsgesetzblatt, part I, P, 495

3/ See V. Gumz "Feste Kraftstoffe im Veriehrswesen in Der Vier-
jehresplan" 1942 NWo. 7 ) :

4/ Deutsche Allgemeine Zeitung, March 20 and 24, 1943

_5j Two existt ome for solid fuels rich in tars (timber, peat and
lignite) and one for solid fuels poor in tar (anthracite and coke).

6/ Manchner Neueste Nachrichten, October 20, 1942
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The production of generators is technically controlled by
the Genera.torkragt AG, a corporation under the Speer Ministry,
founded by the BRus skontor and owned by the timber industry
(50%); the Reich (22.5%), the cosl industry (10%) and the peat
and 0il industries (17.5%). Generators are, of course, pro-

duced by private industry and many industrial combines have
founded specisl corporations for their mamufecture. 1/

The production of solid fuels for generators is carried out
by meny corporations, most of which heve founded other special
corporations, 2/Control of production is entrusted to a Sphere
of Steering (Lenkungsbereich) directed by the Festkraftstoff
AG, a corporetion in the Speer Ministry, founded by its
Biistungskontor and the Generatorkraft.

This corporation has also organized the distributingvsystem:

A chain of ¥filling stations® has been set up in Germeny.
The Central Office for Gemerators continues to determine
a) the kind of generator to be installed,

b) the kind of solid fuel to be used.

1/ i.e. femag ﬁf‘ahrzeugwerke, GMBH, Berlin-Fzlkensee
Hugo Stinnes, Generator GMBH, Muhlheim

2/ namely: Inergit, Festtreibstoff GMBEH)
Oarbozit GMBH ) Berlin
Xylit " )
Prolignit AG, Cologne

Pressforschungs GMBH, Munich (Research)
Detog, Deutsche Torfverwertung GMBH, Berlin

.
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10. Power Plenning
The control of power is divided between:

1. The National Board for Blectrieity (Reichsstelle
Blektrizitat)

2. The Inspector Gemeral for Water and Power (Speer) and

3. The Office for Power (Amt fur Inergie) in the Speer Ministry.

Though two and three reteiln a nominal identity, they are practically
merged, and the chief of the Section "Power¥ in the Inepector

General’s Office is also the head of the corresponding department
in the Speer Ministry. '

The National Board Electricity, has since the decree of
September 3, 1939, 1/ the function of a Reichslastverteiler,
primarily engeged in expanding and improving the grid aystem,
To this have been added the repair of damasge to power stations

end the operation of old or shut-down power plants., The Reichslastverteller

operate through regional (Bezirks) and local (Orts) Lastverteiler.

The actual plenning of production and of consumption,
however, rests exclusively with the Inspector General 2/ end thus
with the Speer Ministry. He operates through the Office for the
Planning of Power, composed of outstanding experts in the field
of power, and the Main and Special Committees primarily engeged
in the production of power plantg and cebles.

For purposes of bureamcratic.control, Germany is divided
into Power Districts (Enerciebezirke): thirteen of these
exist and are directed by deputies (Beauftragte) 3/ The power deputies
have recently also assumed control of consumption of industrial gas by
factories, 4/ They are in turn coordinated by Speer's Special Deputy
for the Saving of Power (Sonderbesuftragter fur Energieplanung), Engineer
Seebeuer. Seebauer also coordinates the Power Engineers who
must be employed by all-plants consuming more than 5,000 tons
of eoal, or 200,000KVH of electricity, or 100,000 olm of gas.

L/Reichsgesetzblatt, Part I, p. 1607
2/Fuhrer edict, August 6, 1943, Deutsche Bergwerkszeitung, Sept. 18, 1943
3[ldentified aret III Berlin - Dr. Schmlg
Vi-a Western Germany -~ Eng. Hanke .
Vi-b Western Germeny - Stadtrat Veupel, Dusseldorf
v VWeser-fmg - Schiltz
4fKolnische Zeitung, October 9, 1943.




13 Air Warfare and Economic Controls

Air warfare contimally disrupts the operation of
economlc controls, causes incessant dielocations and thus
mekes the shifting of industrial plants necessary. The
destruction of stockpiles necessitates the accumulation
of decentralized reserves and also the shifting of stock
reserve from one part of the country to another. The
ultimate anthority for the solution of these problems rests
with the Speer Ministry. 1/

a. In industry.

The trensfer of plents, according to a Speer
decree ie done by a trensfer Order (Verlegungsbescheid)
by the quota claimants, i.e. for instance the armament
offices (Waffenfimter) of army, navy, air force, the
Reichsbaln, etc., in agreement with the Speer Ministry.
This order determines the firm which hag to transfer .
capacity and the receiving firm which is under obligatiog
speedily to create additional capacity (Ausweichskapazitat).
The receiving firm may be indemnified according to the

- Reichsleistunsszesetz, 2/
b. In.commerce

The legal basis is the decree of the Minister
of Economics of June 5, 1943 and a ruling of the Nationsl
Group 'Trade' of June 11, 1943 3/ creating the Emergency
Staffs (Einsatzstabe) of Trade. It is these staffs which
prepare the accumulation of reserves and the establishment

1/ V81lkischer Beobachter (Nord.) Yctober 19, 1943.
~ 2/ This statute, enacted on September 1, 1939 (Reichegesetz~-
blatt part I, p. 1645) is the legal basis for all trensfers
of goods and real estate necessitated by the war and
requested by the proper amthorities (the so-called Bedarfs-
stellen). R
3/ Die Deutsche Volkswirtschaft (1943) No. 26, p. 795,
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of additional storage capacities (Ausweichslager) and the
traveling shops (Fliegende Verkaufsatellen) in conjunction
with the Economic and Food offices. Stocks must be regis-
tered with the regional organizations of retail and wholesale
trade which, in turn, supply the staffs with the necessary
information. The staffs also survey air-raid damages and
report it to the Regional Eeonomic Offices. They are slso
anthorized to install bombed-out merchants in the premises
end businesses of others. If in a given area, no trade
merchant treding inspecific commodities be available, other

traders may be designated and compelled to deal in this
commodity. : ;

The staffs are divided into » Main Emergency Staff
(Heupteinsatzstab), County Emergency Staffs (Kreiseingatz-

staebe) and locel staffs which cooperate with the municipalities.

¢. Banks,

‘For the protection of the depositors after air
ralds, the following regulations have been enacted.

1. The depositor cen claim his deposit at amother
place and from enother credit institution.

2, Generally, the depositor must apply to a
credit institution belonging to the same group.

3, But if at his new residence a credit institute

of the same group does not exist, any other credit institution
must honor his deposit.

4., Payments are to be made!

a) to depositors who are victims of air raids

b) to the owner of the account or his nearest
relatives.

¢) against the savings books

d) only to a certain amount

e) only within 3 months after change of resi~
dence.



«20-

Detailed regulations provide for the lisbility arising
from fraudulent or negligent practices.
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13. Other Changes in the Economic Controls

A, Raw Material Control

a. House furnishings made of iron and steel cen
now only be supplied against RTE checks and, for smaller
amounts, against RTE stamps., BYE stands for Reichsstelle
fuer Technische Erzeugnisse, the National Board for
Technical Products. The experience of textile and iron
rationing has tims been utilized. 1/

b. In the Iron and Metel Industry the system
of production prohibitions has been replaced by that of
the Werkstoffeingatzlisten, that is, of lists prescribing
what kind of material must be used in the manufacture of
goods. 2/

Heretofore, a large number of prohibitions had been
issued, but the mamifactures were never positively told what
substitute meterials were to be used. Twenty-four such lists
have already been published and approved by the Arbeitsstadb fuer
Metallumstellung (see p. 3. of full report). The new system
will be introduced in additionsl fields.

¢e In the Brick Industry, 21 brick distributing
offices now exist instead of 29, The areas of the new offices
coincide with that of an armament inspection, and therefore,
with the Reglonal Construction Deputies, §/

d. In the Shoe Industry, the Shoe Committee (Gemeins-
chaft 3chune)s the national compulsory pesk cartel has estab-
lighed four Bewirtschaftungsstellen which are the Trade Groups
for shoe production and shoe trade. 4/

1] Deutsche Allgemeine Zeitung September 20, 1943,

2/ Ruling of the National Board Iron and Metals in Die Deutsche
Volkswirtschaft 1943 No., 26 p. 797. »

3/ Muenchner Neueste Nachrichten, October 22, 1943,

4/ Reichsanzeiger No. 87 April 7, 1943. Quoted by Deutsche
Allgemeine Zeitung April 10, 1943.




B, Price Control

The Price Commigsioner hes emthorized the Com-
minity Tube Glass, the nationsl certel for all tube glass pro-
ducers, to fix the prices for their products excepting
tube glass for laboratories. The Price Commissioner must
be informed and retain the right to deviate from the cartel
prices. 1/

C.' Controls of Commerce

The Committee for Armaments Trade (Ruestungshandel)
‘has obtained the powers of a Main Committee. The closer
incorporation of the trade organizations into the Speer Mini-
stry was necessitated by air warfare., The Committee has been
cherged with mailntaining adequate stockpiles at wholesalers
and retailers, in order to satisfy the "emergency needs®
(Stossbedarf) ceused by aerial destruction. g/ Engineers have
been added to the Committee, and understandings have been
reached between the Committee and the various Main Committees.

D. Groups and Chambers

According to a new Speer decree 1/ of November
1943, Speer is suthorized to issue orders to the Gau Econ~-
omic Chembers though they remsin under the administrative
supervision of the Minister of Economics.

The power of the Gan Economic advisers in the Chambers

has been somewhat strengthened. An agreement between
Bormann and Funk compels the @hamber presidents to invite
the advisers to all "important deliberations” 2/

Eo Cart els

The "rationalizetion™ of the cartels continues
at full speed.

According to Bans Kehrl, 3/ 90% of the existing
2200 cartels will be dissolved *The cartel period is over"
he said. National Socialism, he continued, cannot be
"ouilt upon® these organizations motivated by selfish
interests.

The dissolution of the old cartels, however,
goes hand in hand with the establighment of new national
cartels, and the transfer of cartelfunctionsto the Groups
on the basis of the decree oféMay 20, 1948k

24-68384ABCD



The following new cartels decree mantioning:

1.

2.

3e

Brdolgerateverband, Berlin (Mineral Oil
Equipment Cartel),

The diseolution of all cartels in the

Porcelain Industry was followed by the
establishment of two national cartels,
namely:

the Gemeinschaft Verbrauchskeramik, come
prising all ceramic for household purposes
and of an ornamenial natures

the Gemeinschaft Sanitatskeramik for sanitary
purposes, also stoves, plates and printing
materials,

The Gemeinschaft Elektrische Lampen superw
sedes all electric bulb cartels and now
comprises all iroducers, The charter pro-
vides that the Osram corporation must be
represented in all committees and disposes
of one third of all votess 4/

\

L -

News Digest No., 1291 B3
Deutsche Allgemeine Zeitung, Sept ember 18, 1943

Berliner Borsen~Zeltung, August 31, 1943
Fumchner Neusste Nachrichten, October 28, 1943
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The Institutions

A, The Ministry of Armaments and Munitions,

1, Though the Ministry of Armements and Munitions is headed by a
civilian, nemely Hitler's favorite city builder, Albert Speer, the Ministry
must properly be classified as a military institution, Its functions consist
exclusively of the control of the sector of the -Germsn economy that is con-
cerned with the manufdcture and distribution of combat materiel in the widest
sense, The Ministry sachieved its predominant position in the spring of 1942
when, under the impact of the defest suffered in Russia, a reorgenization

~of the German economy was undertaken, Speer also holds the positions of

Commissioner General for Armement Tasks in the Four Year Plan Office, of en
Inspector General for Water and Energy, of an Inspector Genersl for Koads
and Commissioner General for the Regulation of the Building Ecomomy. 1/

Fyll date on the organization of the Ministry for Armaments and Munitions
are not available. The following facts, however, have emerged.

In May 1942, the Wehrwirtschafts- und Ruestungsamt (Oftfice for War
Economy end Armaments) in the Supreme Command of the Armed Forces was divided
into two sections. Both remained as before under General George Thomas.

The Rusgtungsamt, however, is now subordinsted to and incorporated into ths
Speer Ministry which in this way assumed control of the Armament Inspections
end Armeament Commandos 2/ and also obtained & highly developed central
meachinery for the control of armament production.

_The Secretary of State to Speer is Gtnther Schulze-Fielitz, who is also
the director of the Central Department of the Inspector Gemeral for Roads
and directs the Main Department "IV" (Technics) in the Ministry for the
Occupied Eastern Territories. Speer is assisted by an Armament Council which
acts exclusively in an advisory capacity. The Armament Council is composed
of high officers who possess considerable experience im economic organiza-
tion, nemely Milch, Fromm, Witczell, Thomas, end Loeb., It is strengthened by
the addition of industrialists, neamely Buecher of the General Electric,
Poepagen and Voegler of the United Steel irust, Roechling of the Roechling
Combine Roehnert and Pleiger of the Goering Combine, Zangen of the Mennesmanr
Combine snd Kessler of the Siemens “ombine. It is unlikely that the Armament

1/ See below Pp. 3g, 37, 39, 40
2/ See below.p 32Der De he V rt, June 5, 1943, Microfilm No. 102,
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Council exerts considerable influence because meny of the industrial
representatives have lost their leading positions within the self-government
of German industiry and new men have risen to powerful positions. It may thus
be assumed that the Armament Council is merely an honorary institution.

2. The most important officisls in the Ministry are often business men
acting as consultants or directing depertments,

The following departments have been identified:

a. the Zentralamt (centrai Office) - chief: Paul Pleiger of the

Goering combine and president of the Reichsvereinigune "Coal® 1L/
b. the Technisches Amg (Technological Office) - chief: chief

mayor Liebel 2/

c. the Buestuneslieferunssemt (Office for Delivery of Combat
Material) - chief: state councillor Dr, Schieber of the Cellwool industry

4. the office for Ruestungssusbay (Office for Expansion of Arma-
ment Production) - chief: Dr, Voss of the Goering combine. This office
operates - as will be shown below - also through field offices

e. the Amy fuer Energieplapune (Office for the Planning of Power) 3/
- chief: Schulze-Fielitz. The office is composed of 13 members coming from

all important producers of electric vower, It co-ordinates the work of the
Inspector General for Water and Power and of the corresponding Main Come
mittees, 4/ deals with the co-ordination of supply of electricity and gas
for the whole war economy and operateés through Energieingenieure (power
engineers),

£f. The Byero fuer Trangportordnung (Buresu for Trensport Regulation)5/

is engaged in rationalizing transportation, Under it are Transporthauptkommissionen
(Transport Main Commissions) to avoid long~distence and unnecessary transports
for specific industries,

1/ Buropaksbel, January 8, 1943,

2/ Dag Beich, June 20, 1943

3/ Bstablished in the spring of 1943; see Hamburser Fremdegblatt, Anril 2, 1943,
4/ See below p. 29 ,

5/ Frepkfurter Zeitune, July 21, 1943; created in cooperation with the Ministry

of Economics. On the regional deputies, see below, p. 28
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3. The Ministry operates also through special deputies who are‘charged
with the solution of specific problems. Two such deputies are kmown to exie®s

a, On October 10, 1942, Speer eppointed Government Councillor (ret.)
F, Kirestein his Deputy for Inland Navigation for the purpose of coordinating
the civilien eand military demands with regard to the annexed and occupled terri-
tories, The appointment was made by Speer in his dual position: as Minister
for Armaments and Munitions, and as Commissioner General for Armament Tasks
under the Four Year Plan. 1/

b. The Special Deputy for Metal Substitutes (Metallumstellune),
the Krupp director Houdremont, is respomsible for the coordination of all
private, semi-public, and public asgencies (cartels, groups, mein committees,

etec,) engaged in finding substitutes for scarce metals,

4. The Speer ministry has orgenized a number of corporations to which
a8 number of important functions have been dslegated. This constitutes an en-
tirely new approach to the solution of the difficulties with which the Faszis
war economy is faced, The shares of these corporations are either partly or
fully held by privete industry. The following corporations can be identified:

a, The Byestunsskontor, Limited Liability Company. The cheirmen of
the corporation is the Generalreferent in the Ministry, Dr, Hettlege, who still
is a member of the directorate of the Commerszbank, This corporation is & central
clearing office for the allocation of stesl to armament producers and its fune-
tion will discuseed in ths chapter dealing with the planning of. production.g/

b. The Generatorkraft AG, with a capital of 9 million marks,
Helf of the cepital is owned by the _ggg&ggggkgn&g;; the other is owned by
private timber industry. 3/ The function of this corporation is to finance
the transformation of liquid-driven vehicles into producer-gas vehicles,

c. The Ministry is 2lso responsible for the establishment of the
‘ odlt AG, by the Doutache Ipdustriebepk for the sdministre-

tionﬂof long-term credite to manufacturers of army equipment. 4/

4. The Arbeits: £y _ de) (Working Community in
the Armamente Trade) 5 covering ell trade goups interested in deliveries
to the ermaments industry, and charged with the same genaral tasks as the
autonomous organs of industry previously exilting. The decree in question
characterizes the tasks of the "Arbejt{ggemeis ft Fues gha # as follows:
increase of the performence of the arpament trade firms to the highest possidle

1/ See below p, 37
2/ See below p., 37

3/ Neues Wiener Tesblatt, February 5, 1943,

4/ 0S8 Dispatch from London, May 26, 1943,

5/ Stockholm, Plain, July 19, 1943 quoting the Ostses Zeitung, June 29, 1943
and Muenchner Heueste Nachrichteng Februsry 5, 1943,
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level; responsible cooperation in the planning of orders and their assignment
to the most suitable and sfficient firms; procursment of sufficient stocks and
reguletion of deliveries of armament materials, especially for urgent demend;
procurement of manpower and transport facilities; close cooperation with the
autonomous organs of industry and procurement centers in order to coordinate
all questions subject tc mutual discussion, especially in establishing delivery
relations Detween the armament industry and trade, as well as between the
procurement centers with the object of s mutual incresse in armament potential;
organization of an exztensive exchange of experience between firme in the
armement trade and transmission of the trade's experiences in the field of
standardization to the interested sutonomous organs in industry. This new
organization comprises those groups which effect deliveries for armament pro-
duction direct %o the large pudblic armeament plants. These are principally

the groups of the purchasing trade, such @s iron and steel, tools, machines,
metals, semi-manufactured metal products, technical articles, et cetera. The
"Arbeltssemeinschaft" has already begun to operate without creating a new
organization, relying rather on the exieting groups of the trade orgenization,

5. Ag important as the central organization of the Ministry are the
regional agents through which it operates, The coordination of economic cone
trols on the regional level has been of the uitmost concern to the Nazi regime,
It is on this level that policies are executed and it is for this reason that
integration of the various regional organs assumed prime importance. The cow
‘ordination of 21l the Ausgenstellen (field offices) of the Speer Ministry has,
so far, not been fully achieved because the jurisdiction of the Wehrkreise
(army districts) differs from the rest of the regional bodies., This problem
will be discussed below, 1/

Within the Speer Ministry, the following regional agencies have been
identified: '

6. MYehricreigbesufiragie (Army District Deputies) for each army dis~
trict, conssquently 8lso in occupied Europe. They are to see to 1t that the
Committees and Rings 2/ fulfill their tasks, thet technical progress is made
available to the armament factories. The Army District Deputies use for the
execution of their tasks the Gau office for technology of the Nazi orgenization, 3/

b, The Office for Expaneion of Armement Production maintains
Aussenstellen (field offices) for each army district.

c. Transport Deputies of the Ministry are appointed with the kconomiec
uroups and for Trade Groups to disentangle the tramsport problem, 4/

€. The Power BEngineers have already been mentioned,
e. Baubevollmsechtizte (Building Construction Deputies) are strictly

speaking the regional agents of Speer in his capacity as Commiseioner General
for Building Construction, They serve, however, at the same time, as the

1/ Pp. 97-102

2/ See below pp.29-31 o
3/ Der Deutsche Volkswirt, October 3, 1942, &
4/ Das Reich, November 22, 1942, '
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regional agents of the Speer Ministry for all matters concerning building
construction, The ruling No. 30 (September 14, 1942) 1/ of the Commissioner
General for Building Construction which aimed at unifying the field offices
of all agencies directed by gpeer transferred the Building Construction
Deputies to the seats of the Armament Inspectors (17). A ruling of August 4,
1943 nut the Distributing Agencies for Brick and Stone under the Building
Construction Deputies, The territory of the Distrihuting Agency was adepted
to that of the 17 Deputies, 2/

f. The most important regional agents of the Speer Ministry are,
however, the Armament Inspections and the Armament Commandos, Their struce
ture will be discussed in the chapter dealing with the Supreme Command of the
Armed Forces, 3/ :

6. The above organs of the Ministry may be called the "bureaucratic"
pillar of the Ministry., The departments, the corporations, the regional
agencies are direct bureaucratic organs, unbureaucratic though their form may
be, : :

The bureaucratic pillar is, however, strengthened by the "self-government"
pillar of the Ministry, represented by the Committees and Rings. dJust as the
Ministry of Economics operates through bureaucratic sgents and through the
self-government of industry (groups and chambers) so does the Speer Ministry
rely on both methods of controls,

The establishment of the Committee and Rings was the outcome of the
failure of the German control system which was becoming anparent during the
winter 1941/42, that is, under the impact of the defeat suffered on the
Russian front., All efforts were then directed towards rationalizing the
German war economy, that is to achieve higher output with a lesser invest-
ment of labor, machinery, and raw materials,

In order to achieve this aim the Speer Ministry established so-called
Hayptaysschuesge (Main Committees) end Indystrieringe (Industrial Rings),
The organizational principles underlying the German economic system were
formerly determined by industrial branches and still are determined by
them in so far as raw material control goes, The Main Committees and
Rings , however, sre determined by products (tanks, diesel engines, ball
bearings, rivets, etc.), If the finished product, e.g, & tank, is composed
of a number of different parts, which are produced by several branches of
industry, s Main Committee is established for it, 4/

If, however, an article is used in a number of industrial enterprises
(for instance, ball bearings are used in tanks and other products), then
Industrial Rings are created, While a Main Committee thus embraces the in-
dustries manufacturing parts for a finished product, # Ring cuts across all

1/ Reichsanzeiger No. 217, September 16, 1942 quoted in Reichsverwaltunss-
blatt, Vol., 64, January 21, 1943,

2/ Deutsche Allgemeine Zeitung, August 11, 1943, On the function of the
Distributing Agéncies, see below, p, :33

3/ See p. 133

4/ Frenkfurter Zeitung, May 10, 1942
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the industries that are using a specific article, According to Speer, this
organization has been created 1/ in agreement with Goering, the Supreme
Command of the Armed Forces, the Ministry of Economics, and several Com-
missionerg General under the Four Year Plan, and is directed by his Ministry.
Both Committees and Rings are composed exclusively of engineers and construc-
tion men and no lawyers, administrators, or financial experts are admitted.

The composition of these bodies has been considered as a proof that
capitalism is dead in Germany and that the profit motive does not play any
role, It may be wise, however, to remember that according to an investi-
gation carried out under the auspices of W. Zangen, the leader of the
National Group "Industry” and President of the Mannesmann Combine, 143 mem-
bers of the directorates of 35 industrial corporations in the Ruhr District
were composed as follows: 85 technicians, 47 merchants, and 11 jurists. 2/
It follows that engineers were and are predominant in the managing boards
of German industrial corporations because the first-generation capitalists
always took care to give their sons a technical rather than a commercial
education. Many of these men now sit in the Ausschusse and Ringe.

Fourteen Main Committees are operating at present, }/ The most important

is the Main Committee "Wehrmacht and allcemeines Geraet" headed by Zangen. 4/
This Main Committee deals with three functions - 21; armaments generally,

(2) requirements of the armed forces in so far as they are ldentical with
civilian pequirements (spades, hammers, barracks) and (3) general principles
of rationalization of armament production, Other Main Committees are for
Munitions, Armed Vehicles, Powder and Dynamite, Shipbuilding, etec, Each of
the Committees is headed by the most important industrialist in its field

provided he has a technical education, For instance, the Committee Ship Con-

struction i1s i.e, headed by State Councillor Rudolf Blohm, 5/ the well-known
owner of the Blohm and Voss shipyard.,

The 14 Main Committees are subdivided into 26 Special Committees
(Sonderausschuesse); the Special Committees are in turn subdivided into
245 Working Committees (Arbeitsausschuesse)., There is no information
available on the number of Industrial Rings., The personnel of the Rings.1is,
however, identical with that of the Main Committee. 6/

The aim of the Committees and Rings is to get the utmost out of pro-
duction. It is these organizations that now discuss the technical aspects
of armament orders with the representatives of the armed forces; that is,

1/ Das Reich, April 19, 1942, Microfilm No. 19.

2/ Das Reich, January 10, 1943, ‘

3/ There may be 15 now. The establishment of a Main Committee "Building" is
reported by Die Zeitung (London), August 27, 1943.

4/ Frankfurter Zeitung, December 20, 19/2 and Kolnische Zeitung, March 17, 1943.

Hamburger Fremdenblatt, March 23, 1943,
&/ Frankfurter Zeitung, May 10, 1942. :
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especially with, as far as the army is concerned, the Chef der Heeresruestung
und Befehlshaber des Ersatzheeres (Chef H und BAE; the Chief of the Army
Armaments and Commander of the Reserve Army,) anrd the corresponding agencies
in the Navy and Air Force.

The Main Committees and Rings have also received a regional organization
in order to enable the government to establish co-operation between the Speer
Ministry, other ministries and industrial organizations on the regional level.
The Chairmen of the Committees and Rings on the regional level are called -
Ruestungsobmaenner, Armament Chairmen, and are appointed to this position by
Speer. Below them are Bezirksobmaenner.

The Committees and Rings have field offices in occupied territory. This
follows from the speech of Major General Thoemnissen, chief of the German
Beschaffungsamt (Procurement Office) in France of September 1, 1942, 1/

B, The War Economy and Armament Office of the Supreme Command of the Armed
Forces

1. Up to Hitler's access to power, all German armed forces were under
the Reichswehr Ministry. The Nazis established in 1935 three separate service
commands, an Army Command (Heeresleitung), a Navy Command (Marineleitung),
and an Air Ministry. Co=~ordination of the three services was achieved by
the Reich War Ministry. In this War Ministry there existed an office called
Wehrmachtamt 2/ composed of officers of all three services and charged with
the unity of plamning and command.

The decree of February 4, 1938 transformed the Wehrmachtsamt into the
Oberkommando der Wehrmacht (OKW - Supreme Command of the Armed Forces).
The ministry ceased to exist, its functions being fulfilled by the heads
of the OKW and of the three services who rank as cabinet ministers and attend
cabinet meetings.

1/ The document ig to be found among the papers seized in Algiers, Tt
mentions especially the Aussenstelle des Hauptausschusses III Panzer=-

und Zugmaschinen, that is the field office of the Main Committee III
for Armored Vehicles and Tractors,

2/ Rehdans, Dombrowski, Kersten, Das Recht der Wehrmacht, supplement to the
2nd edition, Berlin, 1938, p., 75.
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Within the thus constituted Supreme Command of the Armed Forces, an
Amtsgruppe Wehrwirtschaftsstab (Office War Economy Staff) was established.
It was transformed on November .22, 1939 1/ into the Wehrwirtschafts - und
Ruestungsamt (abbreviated Wi Rue), the Office for War Economy and Armaments
under General George Thomas. The functions of this office were considerably
increased and it became fully responsible for the war sector of the German
economy until the expansion of the Speer Ministry in the spring of 1942. 2/

It is divided into the following 4 departments:

a, Wehrwirtschaftliche Abteilung (War Economics Division)
b, Ruestungsabteilung (Armaments Division)

¢c. Raw Materials Division

d, Price and Contracts Examination Division

The Armaments Division is now under the Speer Ministry as has been mentioned
before. The Price Control Division operates jointly with the Price Com-
missioner's Office which will be discussed later,

In addition to these four divisions, there exist a number of special
agencies in the Wi Rue, such as:

the Wehrmacht Tire Office of the Wi Rue

the Inspector General for the Control of Raw Materials (Lieut.
Gen, Witting);

the Deputy for Scrap and 0ld Materials in the Occupied
Territories (Major Schu);

the Wehrmacht Deputy with the Four Year Plan Officej

the Deputy for Oil in the South East, at Cucharest. 3/

It is not known whether the ahbove mentioned agents of the Wi Rue come
also under the .jurisdiction of the Speer Ministry or whether they remain
under the Wi Rue.

2. The most important organs of the Wi Rue are the Armament Inspectors
(Ruestungsinspekteure) now under the jurisdiction of the Speer Ministry.
They also serve, however, as War Economy Inspectors, under the Wi Rue. They
are, in conjuncfion with the Committees and Rings, in charge of production
of combat material, of scheduling and of contract letting., The Armament
Inspectors also preside over the Armament Commissions, to be discussed below. 4/

Heeres-Verordnungsblatt, 21st year, No, 77, Part C, December 5,‘1939.
See above,

Mitteilungsblatt des Wehrwirtschafts - und Ruestungsamtes im OKW,
Year 7, No, 6, 7, and 9 (March 25, April 10 and May 10, 1942).
4/ See p. 98
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3. The regional organization as of April 1942 is as follows:

Armament. Inspection I Koenigsberg (Colonel Rueggemann)
Armament Inspection II Stettin (Admiral (Engineer) Packross)
. Armament Command Schwerin
Armament Inspection III  Berlin (Lt. Gen. Stieler v. Heydekampf)
Armament Command Berlin I

L) " Berlin IY
" " Berlin III
" ® Berlin IV
.. . " Potsdam
" " Frankfurt a.d. Oder

Armament Inspection IV Dresden (Lt. Gen, (landwehr) Friedensburg)
Armament Commend Dresden

" " Chemnitz

" ‘ " leipazig

n " Halle

b " Reichenberg

Armament Inspection V  Stuttgart (Col. Klett)
Armament Command Stuttgart
" " Ulm
. " Villingen
: " n Strassburg
Armament Inspection VI Muenster (Col. Erdmann)
Armament Command Dortmund \

" n Osnabrueck , ?
n " Bielefeld |
u " Koeln /
s ® Luedenscheid
" " Essen

Armament Inspection VII Munich (Maj. Gen, (Landwehr) Roesch)
Armament Command Munich =
" Augsburg
Armamen‘b Inspeetion VIII Breslau {(Lt. Gen. Leykaut)
Armament Command Liegnitsz
" Kattowitz
Armament Inspection IX Kassel (Mej. Gen. (Engineer) Hillert)
Armement Command Keassel
" " Frankfurt as. M.

n " Giessen
" " Eisenznch
" " Weimar

Armament Inspection X  Hamburg (Vice Admiral Aneker)
Armament Command Hamburg I

" " Hamburg II
" " Bremer
u u Kiel

Armament Inspection XI Hannover (Adm. Engineer Stieringer)
Armement Command Hannover
" " Magdeburg
" " Dessau
w ®  Braunschweig
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Armament Inspection XII Wiesbaden (Lt. Gen. Lohmann)
Armament Command Mannheim
w Koblenz
S " Saarbruscken (field office Luxemburg)
. " Nets |
Armament Inspection XIII Nuernberg (Col. (Landwehr) Freiherr v.
: Greilsheim)
Armament Command Nuernberg
" w Wuerzburg
n " Koburg

" " Karlsbad
Armament Inspection XVII Vienna (Lt. Gen. (Landwehr) v, Gautier)
Armament Command Vienna
" . Moedling
" " Linz ‘
Armement Inspection XVIII  Salzburg (Col. Becke)
Armament Command Graz

n n Innsbruck
" " Klagenfurt
Armament Inspection XX Zoppot (Adm. Staehler)
Armament Inspection XXI Litzmannstadt (Col. Lebranft)
Armement Command Litzmannstadt
Armament Inspection Prague (Maj. Gen. (Landwehr) Schuetze)
Arnament Command Prague
¥ - Bruemn

Armament Inspection in the Government General (Lt. Gen., Schindler)
Armament Command Cracow

" " Warsaw (field office Radom)
" n Lemberg (LWOW)
Armament Inspection Ostland (Maj. Gen. Janssen)
Armament Command Riga
L o m Kauen
" " Vinsk
" " Reval

with a number of field offices

Armament Inspection Ukraine
Armament Command Schepelovke
" Kiev
" " Dniepropetrovsk

with a number of field offices
War Economy Staff Denmark - Copenhsgen (Captain (naval) Dr. Forstmann)
War Economy Staff Norway (Lt, Gen. Wintzer)
Economic officers (WO) at
Bergen
Trondheim
Tromsoe
Oslo
" Kristiansund
Stavanger
Lillehammer
Kirkenes
Narwik
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Armament Inspection the Netherlands, Baarn (Adm, Reimer)
field offices - Rotterdam and Amsterdam
Armament Inspection Belgium - Brussels (Maj. Gen. (landwehr) Franssen)
Armament Command Brussels
" Charlerol
" " Liege
" oo Lille with field office

Zentralauftragsstelle (Central Order Agency) for Belgium
and Northern France

War Economw and Armament Staff (Wi Rue) France, Paris (Lt. Gen,
Barckhausen)
with Zentralsuftragsstelle Paris
The War Economy and Armament Staff comprises:
Armement Imspection A (Paris and North Western France)
at Paris (Maj. Gen., (Landwehr) Rusdt v. Collenberg)
Armament Command Paris I
" Paris 11
" " Rouen
" " Orleans
and field offices

Armament Inspection B (South West France) at Amiens
(Neval Captain Henrici)

Arnament Command Bordeaux
" le Mans
u " Niort
" " Vannes with field office
Armament Inspection C (South East France) at Dijon
(Col. Count v, Vitztum and Eckstadt)
Armanment Command Besanson
" 11 Nancy
" 1 Nevers
ané field offices
War Economy Staff South East '
Semlin near Belgrad (Col, (Landwehr) Braumueller)
The German Wer Economy officers
at Saloniki
Agram
Sof'ia
Rumania
others
in Slovakia at Pressburg
in Ttaly
in Sweden
in Transnistria at Odessa
in Finland
in Lisbon
The German Industrial Commission at Bern



Sources: Mitteilungsblatt des Wehrwirtschafts~ und Ruestungsamtes im O.K.W.
Year 7, No. 7, April 10, 1942
No. 9, May 10, 1942
No. 6, March 25, 1942

3. The regional orgenization of the Wi Rue and of the Speer Ministry is
also the most important organ for the economic exploitation of occupied
Europe in the stage of military operations as well as under that of German
military government (civil and imilitary administration)., During military
operations, the Technical and Economic Troops, ;f like the Mining Batallion,
the Agricultural-Technical Platoons, and the locally organized Economic
Commands facilitate the supply of the German army by salvaging raw materials,
machinery, plants, and other equipment and by putting back into operation
demaged factories and public utilities., Under military govermment, the
Armament Inspectors and the Central Order Agencies (z§g§;glgg§§;ggsstel;en)
allocate raw materials, distribute orders and supervise the manufacture of
combat material in factories in occupied Europe.

The Armament Inspections thus form the nucleus of the war economy in

the narrower sense of the word. Their control by the Speer Ministry has
assured Speer full control of the military sector of the German economy.

C. The Four Year Plan Office

& distinction must be made between the Four Year Plan and the Four Year
Plan Office. The former is a principle which embodies the need to utilize
the German economy for the preparedness and conduct of war. The latter is
a specific institution, The execution of this plan is by no means confined
to the Four Year Plan Office, The Four Year Plan Office is merely one of
the institutions through which the adaptation of the German economy to pre-
paredness and war has been carried out. Indeed, it is correct to say that
the significance of the Four Year Plan Office has declined as compared with
that, for instance, of the Ministry of Fconomice for the Civilian Sector and
the Ministry of Armaments and Munitions for the Military Sector,

The Four Year Plan was enacted on October 18, 1936, and Goering was
charged with its execution. A Hitler decree of October 18, 1940, extended
the plan for another four years. As early as 1938 a considerable part of
the functions and personnel of the Four Year Plan Office was transferred to
the Ministry of Economics, above all the Commissioner General for Iron and
Steel, then Lt, Gen. H, v. Hanneken, 2/

E/ See Civil Affairs Handbook on German Military Government over Burope 1939_,-‘1943

The Technical and Economic Troops in uccupied Europe.
. M 356 - 26

g/ Borsen und Wirtschafts-Kalender 1941 of the Frankfurter Zeitung, p. 10.
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The Delegate for the Four Year Plan (Beauftragtar fuer den
V;erjahresplggjz Reich Marshel Goering

Stending Deovuty for the Delegate for the Four Year Plan:
Paul Koerner, Secretary of State

Second Secretery of Stete: Office vacated by resignation of
Erich Neumann

Reich Commisser for Price Control (Reichskommisgar fuer die
Preigbildung): Hans Fischboeck
Commissioner General for the Allocation of Labor (Generslbevoll-
meechtigter fuer den Arbeitseinsatz): Fritz Ssuckel
Commissioner (General for the Allocation of Labor in

Agriculture (fuer den Arbeitseingatz in der Landwirtschafg):

Peuckert

Leader of the Food Division (Geschmeftogruppe Ernsehrung): Herbert
Backe

Leader of the Forestry Division (Gaéchagf&sg;gggg Forsten)s
Freidrich Alpers

Leader of the Foreign Exchenge Division (Geschaeftszruppe Devisen):
Office vacated by resignation of Erich Neumann

Lesder of the Transportation Division (Geschaeftsgruppe Varkehr)t
Dr. Albert Ganzenmueller

Commissioner General for the Transportation of Coal (fuer den
Trangport_der Kohle): Meinberg

Courissioner General for Motor Transport (Kraftfahrwesen):
General Kuhn

Commissioner for Transportetion from the Eastern Territory:
General Kubn

Delegate for Motor Trensport in the War Economy (Beesuftragter

fuer den motoriserten Transport in der Kriegswirtschaft):
Erwin Kraus

Commissioner General for the Regulation of the Building Economy
(fuer die Regelung der Bauwirteschaft): Albert Speer

Commissioner General for Armement Tasks (fuer Ruestungsaufgaben):
Albert Speer

Inspector General for Special Problems (Gegerslinsvekteur fuer
Sonderaufgaeben): Albert Speer

Commissioner General for Power (fuer die §gg§§che Engrgie&;rgschagﬁ):
Seebauer (1)

Commissioner General for Special Questions of Chemical Production
(fuer Sonderfrsgen der chemischen Erzaugung): Carl Krauch

Commissioner for the Increase of the Production of Mines (fuer die
Leistunessteigerung im Bergbeu): Paul Walter (1)

Commissioner for the Promotion of Petroleum Production (fuer die

Foerderung der Erdoelgewinnung): Professor A, Bentz
Commissioner General for Mineral 0il (Minersloel): Raab
Speciel Commissioner for the Technique of Communication (Sonder=
beauftragter fuer technische Nachrichtenmittel): Fellgiebel

Leader of the Haupttreuphandstelle Ost 1, Max W‘ xler
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The Four Year Plan Office comprises sections (Gegcheeftggruppen) and
special agents, There are sections desling with: food, foreign currency,
forests end trensportation, }/ Their function is merely one of co-ordinat
ing the work done in these fields by other agencies, The chiefs of, these
sections therefore have no staffs of their own and are in fact identical
with high civil servants employed elsewhere,

The special agents include General bevollmaechtigte (Commigsioners
General), Beauftragte (Delegates), Speciel Delegetes, and Reich Commissars.
equipped with far-reaching powers over existing sgencies of the goverunment
for the purpose of co-crdinating and speeding up the work of these agencies.
There are three different types of such Four Year Plan Czars, namely: (1)
Commissioners for the rationalization of the economy such as the Commissioner
General for Motor Vehicles, now Gen. Kuhn, who was appointed on September 10,
1942 to succeed von Schell; (2) the Commissioner General for Special Tasks of
Chemical Production (Professor Krauch, President of I, G, Farben), the Com-
missioner General for Germen Energiewirtschaft (Electricity and Gas Economy)
J. Dillgardt, This office has transferred meany of his functions to the Min-
istry for Armament snd Munitions, 2/ Mention must be made however ot three
Commissioners General who have assumed and still assume special importence. .

(Speer) is not only an agent for the rationalization of building construc-
tion but is also the supreme sgent tor the sllocation of building materials
(iron, timber and cement) to the various construction firms and publie
suthorities., It is he who establishes a system of priorities. His funce
tions are therefore very much: different from those of other rationalizing
egents under the Four Year Plan because he aleo exercises the functions of

a raw material control agency. As a conseaquence, the Commissioner General
for the Regulation of Building Construction also operstes through regional
agents in Germeny 3/ and in occupied territory. His deputies for comstruc—
tion projects are operating in Paris, Brussels, The Hazue, the Protectorate,
Riga, Kaunas and Tallinn, 4/ It has alrerdy been mentioned that they are now
also the regional agente of the Ministry for Armsments and Munitions residing
at the seats of the Armament Inspectors, This Commissioner General has, with

1/ MEW notes of Economic Intelligence for week ending Februsry 19, 1943, pp.l
and 2, The section dealing with manpower was dissolved with the appoint-
ment of Sauckel as Commissioner General for Labor Supply.

2/ For a full list of the various agencies under the Four Year Plan Office
see Appendix I, of Section IV of the Strategic Survey.

3/ See Frens Neumann, Behemoth: The Structure end Prectice of National
Socialism, pp. 250-261, and below pp. 134 for deteils,

4/ DiB, November 6, 1942,
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the incressing shortage of building meterials, strengthened his control over
the building industry. In June 1942 ;/ e special Examining Agency for Large
Scale Construction Projects (Pruefstelle fuer Grossbauvorhaben) wes estabe
lished in order to investigste the need for each construction project, with
power to discontinue those:deemed to be unnecessary.

2. Mention must further be made of the fact that Speer is also Com-
missioner Genersl for Armement Taske (Ruegtungssufgaben) in the Four Year
Plan Office so that he may, within the civilian sector of the economy, cowordi-
nate all activitles for purposes of increasing srmament production. Attached
to this office is a Central Agency for Generators (Zentralstelle fuer Genera
toren), 2/ which is responsible for the trensformation of liquid-driven into
producer-gas driven vehicles in the civilian sector.

The Reich Commissar for Price Formation who is also under the jurisdic-
tion of the Four Year Plan will be discussed below,

D. Commissioners Directly Respongible to Hitler

There exist 6 national commissioners who are directly subordinated to
Adolf Hitler, They may be conceived es agents for the reconciliation of mili-
tary and civilian requirements. Of the six, Branat and Werlin epparently heve
no executive function but merely the duty and the right to investigate on the
spot and to report directly to Hitler who may then act on the basis of their
reports, The six are as follows:

1. Professor Karl Brandt is Hitler's personal deputy in matters of public
health., 3/ He has to reconcile the interest of the Chief of the Wehrmacht

Services and thet of Dr. Conti, Secretary of State in the Ministry of the
Interior and in charge of civilian public health,

2., Jakob Werlin, a successful engineer and business man asnd allegedly
administering Hitler's investment {n the Daimler-Benz Automobile Works, has
been made Inspector General for Motor Tramsvortation. 4/ The decree author-
izes Werlin to insvect the motor vehicles and transportation of all govern-
ment and pariy offices and of all private corporations and to report directly
to Hitler. /

1/ Frenkfurter Zeitung, June 12, 1943, Microfilm No, 71,

2/ Headed by C. F. W, Borgward, owner of a firm of the same name. See
Berliner BYrsen-Zeitung, September 5, 1942, .

3/ See decree of Hitler, July 28, 1942 in Hesres-Verordgungsblaty, 24th
year, Nn, 47, September 1, 1942, No. 15,

4/ Heeresverordnungeblatt, ibdid,, Januery 21, 1942, Part B, No, 33,
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3. Albvert Speer hcs been made, in succession to Todt, Inspector General
of Roads, the oldest inspector generalship under the direct responsibility
of Hitler. The Chief of his Central Department is again Schulze-Fielitz.

The office of the Inspector General is divided into 3 parts:

Division A: Automobile Roads, responsidble for the construction of
automobile roads.

Department L: Natlional Highways, resvonsible for the maintenance of all
highweys owned by the national government.

Department Wehrbauten-Ausland (Military Construction Abroad): Directed
by Dr. Dorsch, Dorsch is at the seme time Spesr's deputy in charge of the
Organization Todt., It is therefore likely that the Organization Todt is in-
corhrorated into the office of the Insnector General "Roads", the more so
since the Organization Todt started as construction soueds for the German
automobile roads.

4, Robert Ley, leeder of the Labor Front, was made Nationsl Housing
Commissjoner (Reichswohnungskommissar) on October 23, 1942, The creation of
this position was made necessary by the tremendous destruction of housing
through aerial bombardment. The co-ordination of all efforts in thie field
was 1lndispensable, Dr, Ley uses for his functions the 0ld housing organi-
zation within the Ministry of Labor, (Mein Department "IV"), all institutions
of the Prussian provinces, the states, the municipalities, all nublic and
semi-public housing orgenizations, He hes ultimate responsibility for the
settlement, allotment, town planning and the allocation of funds for these
purppses, He operates in the regional level through the Gauleiter who have
received the title of "Gauwohnungskommisssre," (Geu Housing Commissioners).

5. On July 5, 1942, the Hamburg Gauleiter Karl Kaufmann was made Reich
Commisgioner for Ocean Shippineg. 1/ His sppointment coincides with the
transfer to private owners (especially to the Essberger line) of the stock
held by the German government in some of the most important ocean shipping
lines. Kaufmann's task is thet of co-ordinsting all agencies, public and
rrivate, engaged in the construction of ocean-going shivs, to speed up load~
ing end unloading, to co-ordinate rail, ship, and truck transportation and
to supervise all contracts placed abroad by German firms or suthorities for
the construction of tonnage, 2/ The rationalization and standardization of

1/ Yoelkischer Beobachter, September 9, 1942,
2/ MEW Intelligence Weekly Report No. 20, Week ending September 4, 1942,
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construction me thods belongs to his jurisdiction., Kaufmann hes appointed
some Gauleiter his Gau Deputies for Ocean Shipping 1/ and has appointed the
following Port Commissioners:

for Weger ports: Eggers
" Ems Brunner
" Schleswig-Holstein: Pupke
Ponmern: Wegener
" East Prussia: Liebetruth
"  Mecklenburg: Dedow
¥ Danzig-Westrreussen: Hoffmenn
"  Hamburg: Wirtz
" Mediterranean Essen

Kaufmenn maintains an orgenization in Occupied Burcpe. The Norwegian Office,
i.e., is divided into seven departments (Organization; Planning; Ocean Shipping;
Coestal Shipping; Harbors; Yards; Equipment) and operates in his field offices

‘through Harbor Inspectors, 2/

It 1e doubtful whether Kaufmann has solved the tesks allotted to him,
The appointment of Dr. Guenther Bergemann, a non-Nazi who comes from the
Catholic trade union movement, as ministeriel director in the Ministry of
Transportation in charge of ocean shipping, seems to indicate his failure,

6. Speer is also Ipspector General for Water and Power (Fithrer decree of
July 29, 1941), co-ordinating all efforts and all sgencies in the fields of

water control, inland waterways, planning and development of the waterway system
and of power (Energzie). He exercises the powers of the Minister of Economics
over the power industry (defined in the Status for the Furtherance of the

Power Industry of December 13, 1935) and those of Reich and Prussian Minister
for Food and Agriculture in the field of the water economy. The personnel of
the Reich and Prussia, engaged in the ebove fielde, werse taken over by the
Inspector General., The officé is divided into two sections: "Water® and
"Power" respectively.

The section "Power" is headed by Melchinger,
The section "Water" has recently been reorganized and is now divided
into the following devartments:

Wi Water Counstruction and Sunervision of Waters -
technical direction, - chief: Minisgterisl director Gaehrs.

W II Planning and Technical - Scientitic Tagks -
chief: Oberbaudirektor Helfrich.

W III  Law - chief: Ministerial director Dr, Behrmann, 3/

1/ Die Neue Zeit, July 24, 1942, Microfilm No, 206.

2/ Die Orgsnisation des Deutschen Reichskommissariates fyer Norwegen, German
document transmitted by OSS London, August 5, 1943,

3/ Eoelnische Zei , May 18, 1943
g i 'itgu‘g.
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A statute of June 30, 1943 has suthorized the Imspector General to
restrict the sale and the consumption of power (electricity and gas), and &
decree of the Ministerial Council for the Defense of the Reich authorizes the
Commigsioner to expropriate waterways and to transfer property to the Reich.l/

E, The Commissioner Genersl for the Economy end Mini of Economic

1. At the outbreak of the war and with the creation of the Ministerial
Council for the Defense of the Reich, the Minister of Economics was made
Commissioner CGeneral for the Economy and thus put in charge of the civilian
sector of the war economy. This position ecuals that of the Commissioner
General for Administration entrusted to the Minister of the Interior. The
two Commissioners Genersl are members of the Ministerial Council, The Com-
missioner General for the Economy controls not only the Ministry of Economics,
but also that for Food and Agriculture end the Office of the Reich Forest
Master, The Ministry of Labor fell originally under the jJurisdiction of the
Commissioner General for the Economy, but i1t was undoubtedly taken away from
him in the spring of 1942, Sauckel has been placed in cherge of its depart-
ments I and III, and Ley as Housing Commissioner is in charge of its department
IV, so that the Miaistry of ILsbor remains an empty shell, The Ministries of

Transportation and Finsnce never were under the jurisdiction of the Commissioner

General for the Economy, because the Germans consider these two Ministries
primarily as "technical® as opposed to policy-msking ministries.

The strength of the Commissioner Generel, Minister of Economics Walter
Funk, derives predominantly from his control of the Ministry of Economics,
8 highly efficient body whose powers have been considerably strengthened
since 1933, Though the Commissioner Gen=rzl controls legally only the
civilian sector of the economy, his influence is felt in the whole economy,
For it is the Ministry of Economics that controls all self-governing insti-
tutions of Gerumen industry, trade, banking and insurance, power and handicrafi.

2. The Ministry of Economics is dlvided into five Main Departments

(Bayptebteilungen). They are:

I. Personnel and administration - chief: Hans Ilgner
1II. Industry = chief: Hans Kehrl (succeeding Lieut., Gen. H, v.
Hanneken)
III. Orgenization of the economy = chief: Rudolf Schmeer
IV, ®Mnance - chief: Klucki

Y. Commerce and currency — chief: von Jagwitz 2/

1/ Neue Zuercher Zeitung, June 3, 1943,
2/ On the background of the personnel see Franz Neumann, Behemoth, pp. 371-373,
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The key officials, apart from Funk, are the Secretary of State Dr,
Landfried (an old civil servant) and Hans Kehrl, a small textile manufacturer
who hae repidly risen both as a business men (cellulose wool) and es en admin-
istrator, Kehrl is responsible for the reorgsnization of the economy under-
teken in the spring of 1942,

The Ministry of Economics, in spite of the great’significance that it
hed alresdy under the Weimer Republic, lacked regional and local agencies of
its own, Itse policies therefore could not be executed by its own machinery
but it held to rely upon other executive organs,

3. This was remedied by the War Economy decree of August 27/November 28,
1939, by which the Ministry of Economics obtained & regional and local execu-
tive machinery, nsmely Lepdeswirtscheftesemter, 1/ (Regional Economic Offices),
end Wirtscheftsaemter,(Bconomic Offices). In order to aveid, however,the
estzblishment of & new buresucrecy on the regionsl and local levels the
Obverpreesidenten (Provincial Presidents) of the Prussian administration for
Prussia, and the Reich Governors or Prime Ministers in other states were made
the chiefs of the regionel economic offices. Recently, the estsblishment of
Advisory Councils at the Regional Economic Offices was announced, 2/ They
are to consist of business men. This is an innovation of considersble signifi-

cence, In no previous case have bodies composed of vrivate individuels been

attached to genuine administrators, This is the first time that the "com=

mercializetion® of economic controls has been extended into tha very field of
domestic administration,

On the locel level ¥Wirtscheftspemier (Economic Offices) were created by
the above mentioned decree and the msyors in the citles and the Landrezete of
the rural counties were made chiefs of these economic offices,

The first executive decree of August 27, 1939/September 22, 1939 defines
the functions of the Lendeswirtschafteemter as follows:

a, Securing of the productivity of all mejor industriel plents;

b. protection of all indispensable trade establishments;

c. protedtion of all indispensable handicraft plants;

d. protection of all indispensadble credit and insurance
institutions;

e, securing of electric power;

f. collaboration in the rationing of raw material and semi-
finished goods;

g. the administration of rationing for coal, heating oil
rubber tires, textiles, shoes, soep and other finished
goods which are subject to retioning.

h., the collection and rationing of 0ld materials,

1/ Up to April 4, 1941, they were called Bezirkswirtschaftsesemter. See
August Dresbach "Aemter und Kemmern" in Die Wirtschaftiskurve 1941.

No. 3, pp. 193-201,
2. Frenkfurter Zeitung, April 12, 1943,




Humbers b, ¢, 4, and @ are mersly negative functions. The Regional Eco-
nomic Offices see to it that plants vital for the war economy are not closed
down due to "combing out", lack of raw material, or militery service of
their owners or employess, In this respect they merely supplement work done

by other agencies, the Reichsstellen, Yertellungsetellen, Auskeemmunge Kommise-
jonen, etc., which will be discussed later,

Rumber a8 is a general ¢leuse which gives little indication of what it means,
There are s large number of situations imeginable where it could apply. Sup~
rose the output of & factory goes down. This may be due to exhaustion of the
workers, to sabotage, to lack of trained persomnel, to bad management, to bad
tools, etc. The LWA act thus as the watch dogs over productivity. They may
recommend higher rations to the workers, or call in the Gestapo to in-
vestigate, or demend a chenge in management,

Number f melles the Regional Economie offieeé collaborating agencies with
the Reichastellen end quota agencies for the allocetion of rew material.

Their major tasks are, however, enumberated in Nos. g, h, that is the
rationing of consumers goods and the collection of junk. The former task
is carried out in accordance with strict central orders issued by the Minise
try of Economics, the latter is under the control of the Federal Commissar

for the Reclamatlon of 0ld Materiel (MMMW
wertung) .

The functions of the locel ecopomic offices (Wirtscheftséimter) are more
restricted: They are (Article VI of this first executive decree to the Dew
cree on Administration of the Economy) exclusively rationing offices for con-
sumers ' goods and organs for collections of junk. :

4, There are a large number of semi-independent agencies under the Minisge
try of Economics,

a.- The Reichsbenk is one of them, )/ It is today under the authori-
tarian control of its president who, since Schacht's resignation, is Dr. Funk;
he is directly responsible to Hitler. The former Central Committee of the
Reichsbank has been abolished and the shareholders' meeting has no longer
any powers and cannot pass any resolutions. The president is advised by &
Beirat (Council), the members of which are in turn appointed by Hitler.

b. Under the Ministry of the Interior is the Natiopnal Commigsioper
for Credit Control. The National Commissioner is subject to orders of the
Ministry of Lconomics and succeeds the former Supervisory Office for Credit
Control (Aufs 3 or dag Kre osen) which was dissolved by the above
mentioned decree.

1/ Reichsbenk Statute of June 15, 1939,
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¢. The Ministry of Economics is also the supervisory agent for
all raw material control agencies on the basis of the decree of September

4, 1934 replaced by thet of August 18, 1939 (Yerordnung ueber den Waren-
yerkehr), The Organization and functioning of rew material control will

be discussed later,

" d, The Minister of Economics is algo in cherge of the supervision ;
of German industry both in 1ts functional and in its regional aspect.

e. The Law for the Establishment of Reich Mining Authorities of
September 30, 1942 (in force since April-1l, 1943) has trensferred all authori-
ties engaged in the control of mining from the states to the Reich., This is
the logical consequence of the merger of the Prussian Ministry for Economics
and Labor (Wirtscheft und Arbeit) with the Reich Ministry of Economics, on
July 1, 1934,

The territory is now divided into 10 Regional Mining Districts
(Oberbergemtgbezirke) 1/ nemely:

Breslau

Freiberg in Saxony
Halle

Cleusthal (temporary)
Dortmund

Bonn

Saarbruecken
Karlsruhe (temporary)
Munich

Vienna (temporary)

The foilowing mining authoritlies of the states have been abolished:

Brunswick
Darmstadt
Stuttgaert

The Regional Mining Districts are divided into Mining Offices
(Bergaemter). A new regulation on the sests and jurisdiction of the Mining
Offices i8 to be expected in the near future. 2/

1/ Ecelnische Zeitunz, April 2, 1943,

2/ The mining administretion deals only with the supervision of the mines
from the point of view of safety, health, ete, Control of production
end marketing lles with other bodies to be discussed below,
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F. The Mipie Food and A

1, The Commissioner General for the Economy supervises the Ministry for
Food and Agriculture which is headed by the Secretary of State H, Backe,
The Miniszter, Dr. Darrd, hes not been dismissed but is merely on leave, The
organizetion of the Ministry is as follows!

Minister: Walter Darrd, on leave .
Acting Minister: Secretary of State Herbert Backe
Secretary of State: Werner Willikens

Under Secretary of State: Anton Reinthaller
~Main Departments:

I. General Administration, Reich Food Estate: Harmening
11, Agriculturel Production: Dr, Moritz
I11, Horses: Dr, Seyffert
IV, Credit and Banking: Harmening
V. Teriff and Customs, Foreign Relations: Dr, Walter
VI. Soil Conservation, Surveying, etec.: Gustav Behrens
VII., State Domains: Kummer
VIII., Agricultural Settlement: Hiege
IX, Incorporsted Territories, Protectorate: Reinthaller
X. Conservetion of Germandom: Harmening

Agencies attached to, or under the supervision of, the Ministry:

Reich Court for Hereditary Farms ( £ ), Berlin

Reich Board for Rural Settlement (Umgiedlung), Berlin
Chief: Ministerial Director Riecke :

Reich Food Bstate (Reichspsehrstend). - Until his retirement,
Darréd was both Minister for Food and Agriculture and, as
Reich Peasent Leader (Reichsbauernfushrer), head of the
Food Estate. On the eve of the war, the Food Estate was
subordinated to the Ministry as an instrument of regulationm.
Acting Reich Peasant lLeader: Backe
Reich Agent (Beichsobmapn): Behrens

Under the Ministry for Food and Agriculture is the Food Estate (Reichse
naehrstand) created by the decree of September 13, 1933, Up to the out=
break of the war the c hrstend was a corporation of public law
possessing a legal personality of its own, Its function was the regula-
tion of the agricultural market. It is divided functionally into cartels
and regionally inte 30 regionel peasant organizations (ngggghgng:ggghgzlgn)
which in turn are subdivided into smaller unitis, the Kreisbauerpscheften
(710) end Orysbausrnechaften (60,000). With the outbresk of the war the
Food Estaté was placed directly under the Ministry of Food and Agriculture
and transformed into an executive agency of this Ministry. In the summer

of 1942, Main Department "I" (Der Mepsch) of the Food Estate, dealing with
the indoctrination of the peasents, was dissolved.

e gt
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2., The same decree that provided for the establishment of the Regional
and local Economic Offices also created a regional end local executive ma-
chinery of the Ministry for Food and Agriculture, namely the Regional Food

Offices (Landeserpeehrungssemter = LEAe) and the Food Offices (Ernsehrungsaem-
ter = me)o

The functions are defined by the decree of August 27, 1939, 1/ which is
fully understandable only if one realizes that the Food Estate has lost com-

pletely its autonomy and is now simply an administrative agency of the Minis-
try for Food and Agriculture,

- The Regional Food Offices are divided into two departments:

a, Procurement of adequate ‘supply (M)
b. Rationing

Department (a) is the Food Estate, which simply places its facilities
and its personnel at the disposal of the food offices,

Department (b) 18 the civil service of the offices to which the food
offices are attached.

The Regional Food Office has been entrusted with securing a sufficient
supply of foodstuffs and fodder for the consumer and with supervising the
activities of the local food offices. The Food offices have these functions

_ Znguring that land is cultivated in accordence with the rulings
of the Ministry for Food and Agriculture., They issue

; (1) Hofkarten (farm certificates) which contain the stock,
the amount of the harvest, the amount to be used by the farmer, etec,
(2) they control the amounts allowed to the farmers and see
that they do not exceed what is necessary for their own needs
(3) they meke inventories
(4) they co-ordinate the activities of __u._g,gm;gg

b. Administering Rationine

(1) by generally fixing the needs of their territory for a
specific period

(2) vy preparing household lists. dividing the consumers into
groups for differential treatment, and issuing ration cards

(3) they also are responsible for seeing that the distribution
apraratus really brings the foodstuffs to the market

1/ Verordnung fiber 8ffentliche Bewirtschaftung von landwirtschaftlichen

Erzeugnissen, August 27, 1939, RGBI I, 1521,
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3. Yet it would be wrong to assume that the Regional Food Offices
really are the agents for controlling and regulating the supply of agri-
cultural commodities, They ere merely executive organs. The planning of
the agricultural production lies with the compulsory cartels of the food
estate which, by the decree of August 27, 1939,bave become organs of the
State.

According to Paragraph 3 of the Food Estates Act of September 13, 1933 1/
agricultural producers and distributors may be compulsorily joined by the
Minister for Food and Agriculture in Hauptvereinlsunsen, subdivided into
regional Wirtschaftgverbinde, for the regulation of the market (prices, sales
conditions, price margins, etc.).

It is, according to Paragraph 6 of the decree of August 27, 1939, the
Hayptverseinisungen, the compulsory cartels, that are the organs for the
planning of production and distribution., With the consent of the Minister
for Food and Agriculture, they establish the plans for civilian supply as
well as for that of the armed forces, They also supply the necessary agri-
cultural products to plants (for production) and to the distributing
apparatus,

The following Hauptvereinigungen exist:

a. ft (Grain Economy) with 21 Wirtschaftsver-
baenden (Wvb

b, Milche, Fett- und Eierwirtschaft (Milk, Fat and Egg Economy)
with 28 Wvd } '

c., Viehwirtschaft (Cattle Economy) with 23 Wvb

d. Kartoffelwirtschafi (Potatoe Economy) with 21 Wvd

e. Zycker S a r (Sugar and Candy Economy) 2/
with 10 (?) Wvd

f, Gertenbesy (Gardening and Viticulture) with 22 Wvd

g. Brauywirtscheft (Brewing Industry) with 4 Wvd
h., Wein- und Trinkbranntwein (Wine and Drinking Brandy) 3/ with
15 (1) Wed '

i, Fischwirtschaft (Fish Zconomy)

1/ Decree of the Reichsbauernfuehrer of May 28, 1943 in Die Lapdwere,
June 10, 1943,

2/ Originally two., Merged in July 1942; see Hembyrger Fremdenblatt,
Mareh 26, 1943,

3/ Originally two, Merged on April 30, 1943; RGBI., I, p. 273; see
Koelnische Zejtunz, May 7, 1943,
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The regional structure of the Hayptvereinisuncen, their Wvb, can be
best made clear by the instance of the decree of May 18, 1943 on the Re-
organization of the Milk, Fat and Egg Wvb, The territory covered by these
28 Wyb is, in almost every case, identicel with the territory of the corre-

sponding Regional Peasant Offices (Landesbesusrpschafien).

Under the Ministry for Food and Agriculture are also the Rejchsstellen
for raw material contorl to be discussed below (p.l3).

G, The Reich Forest Magter

By a decres of July 3, 1934, the administration of the forests and of
hunting was transferred from the states to the Reich, namely, to the
office of the Reich Forest Master who has the position of a Reich Minister,

The War Economy Decree created Holzwirtschafissemter (Timber Offices),
now called Forst- und Holzwirtschafissemter (Forest and Timber offices)

which correspond to the Economic and Food Offices.

The Forest and Timber Offices grew out of a cartel, whose management
bad been entrusted with the regulation of the timber market. }/ Members
of the cartel were, of course, the Reich and the states as owners of the
biggest forests,

On September 5, 1939 2 / the cartel management was replaced by the

‘Reichggstelle Holz which established branches, so-called timber offices,
‘It 18, thus, in fact, the Reichsstelle which is, at the same time, the

Forest and Timber Offices,

The Beichassatelle is now called "Forst und Holz" (Forest and ‘l‘imber).lgl

B, ZIransportatlon Coptrols

For an analysis of the railroad controla, see Civil Affairs Handbook of Gergégz'-

Transportation, M 366 - 11, espe cially pages 49 to 53,

The Ministry of Transportation has an independent status and is not
subJect to the General Commissioner of the Economy or to the Four Year

1/ Statute of October 16, 1935 RGBI. I, 139,
2/. Decree of September 5, 1939 RGBI. I, 1677.

3/ Bambyrser Fremdenblatt, March 26, 1943,
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Plan Office. The co-ordination between the Mimistry of Transportation and
the Four Year Plan Office is achieved through the section "Transportation"
in the Four Year Plan Office }/ which is headed by the Secretary of State
in the Ministry of Tramsportation., Due to the significance of the trans-
portation system in Germany, even the self-government of the tramnsporta-
tion industiry is separately organized in sixzx-National Transportation Groups
which will be discussed later, 2/

In addition to the Ministry & number of special agents apart from the
Inspector General for Motor Reads have been appointed for the co-~ordination
of transportation, There exist in almost all Prussian provinces and in all
non~Prussian states Bev meechticte fuer den Nahverkehr, that is Deputies
for Urban and Suburban Transportation. Their tesk is to co-ordinate
all transportation facilities within a province, especially the various
streetcar, bus and truck lines,

Co~ordinetion between the ermed forces and the trensportation facili-
ties within each Wehrkreis is achieved in the following manner: in order
to enable the armed forces to drew upon the pool of civilien trucks, all
truck owners in the Heich are compulsorily orgenized in a _gigggzgggig_
wagen-Betriebsverband (Reich Motor Vehicle Operating Associstion) which is
subdivided into districts corresponding to the Wehrkreise. The Supreme
Command of the Armed Forces has appointed for each Wehrkreis e Bezirks—
beauftregter (district deputy) who has the function of drswing upon the
vehiculsr resources in the district whenever such necessity arises. 3/

I. The Reich Ministry of the Interior pleys an incidentsl though quite
important role emong the sgencies exercising economic controls. Parallel
to the Office of the General Commissioner for the Economy, there is also a
Commissioner General for Administretion who ie the present Minister of the
Interior, Himmler. The importance of the Ministry of the Interior derives
from the fact that, due to the consolidation of the Reich Ministry of the
Interior with the Prussian Minietry of the Interior, the Reich Ministry
of the Interior disposes of the oldest and most efficient executive
machinery, The Government, therefore, desired to strengthen the Interior
Hinistry and not to estsblish new administrative agencies on the regional

level, Consecuently a stetute on the Unification of the Organization of the

Administretion g/ was passed and all new séministration tasks were to be

1/ See above p. 37

2/ See below p. g7

3/ Hegresverordpungsblatt, 24th year, No 16, Part C, March 25, 1942,
supplement to which conteins the list of the district deputies.

4/ Gesetz ueber die Vereinheitlichung im Behoerdenzufbau of July 5, 1935,
RGBI. I, p. 1197,
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transferred to the existing apparetus of the Reich Ministry of the Interior
and no new agencies were $o be esteblished. This stetute has not been
literally carried out, as tha previous survey shows.

All that hes been done was to attach the new regional economic organi-
zations to the Provincial Presidents, Reich Governors and Prime Ministers
and thus to utilize the personnel and-oxperience of the so~called "allgemei-
ne Verwaltung" of the Ministry of the Interior. But the new regional eco-
nomic organizations were not placed under the Minister of the Interior, but
under the Ministries of Economics, Agriculture and the Forest Master respec-
tively., The unity of administration on the regional level was thus sacri-
ficed to the rivalries between the various ministerial chiefs. In addition,
the provincial presidents in Prussia and the other agencies respectively,

wherever thelr seat was ldentical with the seat of a Wehrkreis, have estab-
lished Wehrwirtscheftliche Abteilungen (War Economy Departments) for the

Yehrkreis. These War Economy Depertments are usually divided into 4 groups,
nemely, Industrial Economy Forests sand Timber, Labor, Food and Agriculture.
In this wey a co-operation betwsen the civilian sector of the administration
and the military administretion was achieved even prior to the ostabliahment
of the new war economy buresucracy. '

Iptroduction

The functioning of economic and social controls in Germany would not
be understandable without the existence of a network of business organigzae
tions incorporated into the govermment structure and executing an ever in~
creasing number of political and administrative functions,. It is this
integration of business organizations and the govermment bureaucracy that
has given to the Germen economy the efficiency that it has demonstrated
in the past and that prevented a breskdown of the German economic and
social controls after the defeat of the winter of 1941~42, Only through
the co-operation between governmental and business institutions has the
regime been sble to utilize the knowledge, the initiative and the ag-
gressiveness of German businegs leaders., ‘

Two organizational principlea must be clearly distinguished within
Germen business.

German business is organized in‘its ngigg§§~activities for the control:
of the market, that is in order to influence prices, sales conditions and
80 on, In their business activities, the German businessmen have adopted
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the form of either the cartel, that is the horizontal orgenizetion of inde=
pendent entrepreneurs for the control of the commodity market, ]/ or the
vertical combine (the German word is Kopzern). In the verticsl combine

one group controls a number of enterprises engaged in verious economic
"activities, The most important combines are those within the heavy ine-
dustries which usually comprise cosl or lignite mines, iron smelting works,
iron processing works, electrical engineering and very often inland navi-
gation,

There 18 a secona form of business organization in which business is
not organized in its business activities but as & pressure group for the
purpose of molding and influencing governmental action and protecting the -
interests of the business world. In their early days, the Nazis used to
call this form gtaendische organization, though they sbandoned the term
and prineiple early in 1934.;2/ We may call this the politicel orgsnize-
tion of business as opposed to that of the economic organization of
business,

This orgenizational aspect deserves closer attention, There are and
always were within the political structure of business two different forms:
a functional, and & regional one. The functional form is that of the
trade association, the regional that of the chember of commerce and in-
dustry. :

A, The Politics]l Stetus of Business in the Weimer Repyblic

The extremely complex structure of National Socielist business orgsni-
zation can be much more easily understood if it is placed in an adequate
historical context., By doing so, we shall at the ssme time find thet
National Socialism added little that is new to the alreedy existing pattern
.0f organization,

Ownership of the means of production exercises its function in & num-
ber of spheres, 5/ egspecially in the lebor merket, the commodity market,
and in the state. In the labor market, it operstes as a hostile or
friendly partner of labor organizations, either as an individual employer
or as an employers' organization det up for the purpose of collective
bargeining. In the commodity merket, it opereates as an individual entre-
preneur, as a cartel, as a combine or as & trust for fixing prices, sales,
and purchasing conditions. In the state, business is organized in trade
associations or estate associations for influencing the state's economie.

1/ This form 1s forbidden in the United States under the Sherman Act.
2/ See T, Neumann, op, e¢it., for the reason,
2/ Ivia., p. 403 a
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or financial policies, Busihess is in that case & political pressure
group, which also elaborates machinery for advising and protecting its
members and meking their life within the increassing complexities of state
regimentation more besrable than would otherwise be the case,

Corresponding to these three spheres of power are three different orgeni-
zations, the prototypes of which ere the employers' organization for the labor
market, the cartel for the commodity market, and the Fachverband (trade
association) for the political organization of business. In spite of the
rather rigid distinction in the organizational setw-up, the three types were
intermixed in personnel through interlocking management. In the small
end medium~sized orgenizations, the cartel manager is, as & rule, at the
same time manager of the employers® association and of the loczl or pro-
vincial Fachverband.

This politicel orgenization of business was developed on a dusl basis,
territorial and functional, The territorial units were the chambers of
industry and commerce (the chembers of handicraft), which were organiza-
tions under public law, in which membership was compulsory and the dues
were collected like taxes., They possessed a considerable amount of self=
government, and were supervised like any corporation under the public law,
by the relevant stste ministry. The officials of the chembers were elected
by the members. The chembers represented the business in a psrticular
territory, the president usually playing a considerable role in municipal
life and in the organization of the stock exchange, The chambers were
united in regional associations, which, however, hed no public character,
but were entirely private organizations - with the exception of the
association of the handicraft chambers, The central organization of the
chambers of industry and commerce in Germeny was called the Diet of
Germen Industry and Commerce., It was thus a so-called Spitzenverband, 1/
that is, & top or holding organizetion, composed not of individual members,
but of other, lower-renking organizations, :

The territorial orgenizetions, were, therefore, the concern of every
businessman. Whatever the size of his plant, he was sccepted in the cheme
bers, formally at least, on a besis of equality. His voting power was not
in proportion to the size of his enterprise, and he could even play some
role in the chamber, in some committee, as a pudblicly recognized expert
before courts or administrative tribunels, and so on,

1/ Un Spitzenverbdnde, see the excellent contribution by Robert A, Brady,

'Manufecturing Spitzenverbiinde,! in Political Sciepce Quarterly, 1941
(56), pp. 199-225
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The real power of the political business organization did not, however,
lie in the territorial, but rather in the functionsl division, Handicraft,
agriculture, industry, trade, banking, and insurance were each organized
in so-called Spitzenverbéinden, composed of many affiliated associations.
The most powerful among them was the Re 8ve d :
the Federal Union of German Indus*ry, whidh 1ike most other _gllg_gzg;;
binde, was founded in 1919 (3 February) as an attempt to safeguard business
interests in whet appeared to be a world tora by social revolution, The
charter states that the Federal Union of German Industry is Ytheir represen-
tative of German industry in all questions of business and economic policy,
and that it is in close colleboration with the federal union of German
employers' organizations which is the representative of German industry in
all social and socio-political questions.' It srose from the fusion of
two industrial organizations, the Central Union of German Industry, founded
in 1876, representing heavy industry, and the very ably led League of
Industrialists, founded in 1895 and more or less identified with the light
or processing industiies. During the First World War, these two organiza-
tions ceme together in the war committee of Germen industry which, from
1918, was supported by the German i:dustrial council, The composition of
the Reichgverband was a mixture of functional snd regional principles, but
its largest affiliates were the so-called Fachverblnde, amounting to 1,500
in 1931, which were embraced in 28 functional groups. But the union also
incorporated individual entrepreneurs (1,400 in 1931) and very powerful
territorial pressure groups such as the Bavarian union of industrialists,
the association of Saxon industrialists, and, above all, the association
for Safeguarding the Common Economic Interests of the Rhineland and Weste
phalia, popularly known as the 'long-name association, 'L/ The Fachver-
bénde, representing the kernel of the Spitzenverblnde, were, in turn, the
composite of many lower and smaller units, Each of them was, in fact, a
network of many lower functional units, The size and significance of the
Federal Union of German Industry may be gathered from the diversity and
size of its organs., Besides the members' eassembly, there was a Hauptaug-
schuss or main committee, composed of 200 members, a directorate of between
205 and 220 persons with a presidency consisting of between 30 anf 36, and
a senate. The presidents were successively Dr, Sorge of the Krupp direc-
torate, Dr, Duisberg of the dyestuff trust, and finally, Dr, Krupp von
Bohlen and Halbach. The Reichsverband provided a number of services for
its members, dealing with questions of economic poliecy, tariffs, imports,
exports, money, finances, and reparations. One of the most importsnt ser-
vices was offered by the Kartellstelle, or cartel department, which
functioned as an advisory and co-ordinating agency for all cartels, fur-
nishing them legal and economic advice, working out master cartel agree-
ments, and perpetually gearing the propagenda machine to the policy of the
marketing organizations, The political organization of German business
under the Weimsr Republic was thus an imposing edifice, extending into
almost every economic activity.

1/ See F. Neumann, Behemoth, v. 49.

e
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THE ORGANIZATION OF BUSINESS IN THE WEIMAR REPUBLIC

COMMODITY MARKET

(Marktrezulierende organizations)

Enter- Horizontal

Vertical

prise Organizations Organizations

the cartel

The cartels
are advised
by the car-
tel depart-
ment of the
Federal
Union of
German In-
dustry

‘the Konze:
(combinog : the

Srust

Types:
a) combina~
tion of pos-
sessive funce
tions: ex-
change of
shares

b) combina-
tion of ad~
minigtrative
functions:

(interlocking

directorates)

¢) combina-
tion of pro-
fits:
(pools-Inter—

egse m o

gchafggg)

Employers

Spitzen-

Yerbinde in
the follow-
ing fields:

a) Agricul-
ture and
Forestry

b) Industry

(Yereinisune
der Deyt-
gchen Are
beitzeber~
verblinde)

¢) Trade
d) Benking

e) Insurance

PROPERTY OPERATES IN THE:
LABOR MARKET

Employees

Spitzenverbande (also exer-
cising 'political’ functions)

‘Reco !

a) Socialists
I manusl workers
I1 salaried ém-
ployees

$ADGB

tAfa
Bund
III civil servants:ADB-
unimportant
b) Christian-National (DGB)
I manual workers :Ge-
samtverband
II salaried ‘em=
ployees He
dag (most impor-
tant DHV)
III eivil servants:DBB
¢) Democrate (Hirsch-
Duncker) = Gewerk-
schaftsring "
I manual workers :Ver-
band deutscher Ge-
werkvereine =

unimportant
I1 saleried em-
ployees $GDA
DBV
(banking employees)
. ete,

'Not Recognized!

a) RGO - communist

b) FAUD « revolutionary
syndicalist

c¢) NSBO ~ national socialist

d) 'Yellow' organizations



STATE

(Standeg orgenizations)

Territorial Organization

a) Chamber of Agriculture (in Bavaria:

Peasant Chambers), Public Law, Prus-
sian Central Organization: Preussigche

Hauptlendwirtgchaftg—Kammer (Prussian
Main Chamber of Agriculture), Public

Law, Federal Central Organization:

Deutscher Lendwirtschaftsrat (German
Council for Agriculture)., Private Law.

b) Chambers of Industry and Commerce.
Public Law, Federal Central Organiza-

tion: Deutscher Industrie=~ und Handelge
tag (Diet of German Industry and Com-
merce). Private Law,

¢) Chambers of Handicraft. Public law,
Federal Central Orgenization:
Deutscher Handwerks- rbeta

(Diet of German Handicraft), Public
Law, Supervised by Federal Minister of
Economics,

Functional Organization

) Spitzenverband: Reichsausschuss der
deutschen Landwirtschaft (Federal Com-
mittee of German Agriculture)., Most
importent member:

Reichslandbund, from merger of two
organizations in 1921, composed of 30
functionsl organizations,

Since 1929 member of Gresen Front, pres-
sure group for higher agrarian tariffs.

b) Spitzenverbande (1) Rejchsverband

der Deytschen Industrie (Federal Union
of German Industry) 1919, composed of
'Fachverbinde'

(2) Reichsverband des Deutgchen Grogse
und Ueberseehandels (Wholesale end
Overseas Trade)

(3) Ha emeinschaf

zelhandels (Retail) 1919.
72 organizations,

(4) Zentralverbend des deutschen Bapk-
und Bankiergewerbes (Banks).,

(5) Reichsverband flir Privatversicherung

(Insurance).

Composed of

¢) Svitzenverband: Reichsverband des

deutschen Handwerks. 1919. (Handi-
crafts

Composed of:

Guilds (organized under public law)
free handicrafts organizations; and the
central union of German handicrafts co~
operatives,

d) a - ¢ are co-ordinated in a suner-

Spitzenverband: the Zentralsusschuss

der Unternehmerverbinde (Central Com~
mittee of Entrepreneurial Organizations)

1920, The‘Union of German Employers'
Organizations is equally affiliated.
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There was a very clear-cut division of labor between the political
orgenizations and the employers' organizations. The employers' organiza-
tions were also organized in Spjitzenverbinde, five important ones, their
leadership being vested in the industrial Spitzenverband of the employers'
organizations, namely, Die Vereinigung der deutschen Arbeiterzeberverbiinde
(the union of CGerman employers' organizations). The employers' ‘peak’
associations were not bargaining associations as such, since according to
German law only laebor-market orgenizations, comvosed of individual members,
had the right to bargein collectively. 1/ The union of Germen employers'
organizations was thus a co-ordinating agency for all employers' associa.
tions in industry, advising them, working toward a common policy against
the trade unions, and even offering the members financial protection
against strikes by a strike-insurance corporation, The charter of the
Federal Union of German Industry, which we have alrezdy mentioned, makes
it clesr that the two industrisl peak organizations, one concerning the
labor market and the other political, worked harmoniously with each other,

But even that centralization of associations did not go far enough,
In 1920, -8ll the peak orgsnizations in asgriculture, industry, trade, banking,
insurance, and handicrafts, with the peak employers' organizetions a2nd some
other industrial pressure groups, founded the central committee of entre-~
preneuriel organizations (Zentrelsusschuss der Unternehmerverbinde) in order
to weld together all industrial activity in the face of the threat from the

trede unions., The preceding picture will clerify the structure of German
business orgsnization.

B, The Functionsl Orgenizastion of Nezi Buginess: the Groups

The basic law for the functional self-government of Germsn industry is
the Act of November 27, 1934 supplemented by the executive decree of
November 27, 1934,

All businessmen, even public enterprises, must be members of a 8o
called Gruppe (Group)., The whole economy, exclusive of trensportation and
sgriculture, is divided into seven National Groups (Rejchsgruppen); namely,

1. Industry, 2, Trede, 3, Banking, 4. Insurance, 5. Power, 6, Tourist
Industry, 7. Hendicraft. The Naticnal Groups are subdivided into Economic
Groups (Wirtschaftsgruppen) emong them 31 in industry, 4 in trade, 6 in

.banking, and so on., The Economic Groups, the kernel of the structure,

ere subdivided into Facheruppen (Trade Groups). Some of the Trade Groups
are in turn subdivided into sub-Trade Groups (Fachuntergruppen).

1/ Frenz Neumann, Tarifrecht, Berlin, 1931, pp. 29-20,
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While these 7 National Groups and the lower orgsnizational units stand
under the Minister of Economics, the 6 National Transportation Groups come
under the jurisdiction of the Minister of Transportation. The 6 Trenspor-
tation Groups are: 1, Oceen Shipping 2. Inland Navigetion 3., Motor
Trensportation 4. Private Reilroads 5, Shipping and Warehousing
6. Auxiliery Transportation Services.

The Netional Groups correspond roughly to the old Spitzenverblnde; the
National Group Industry is thus almost identical with the Relchsverbang der
deutschen Industrie. The identity and continuity between the new Groups
and the old trade associstions is never hidden. Most of the executive d:
crees by which Groups heve been set up have simply transformed the pre-
viously existing trade associations into the new Groups,

There are two differences between the 0ld and the new system: first,
compulsory membership in the Groups and, secondly, the introduction of the
leadership principle. The leaders of the National Groups are appointed by
the Minister of Economics. The leaders of the lower orgenizational units
are all appointed from above,

The leadership principle has, however, been amended by a decree of the
. Minister of Economics of January 20, 1943, 1/ The leadership now rests in
presidential councils for the Economic Groups and in menaging boards for
the Trezde Groups. The new directing organs of the Groups will be composed
of the most active business men in the field and responsibility will now
rest with collective bodies and no longer with indivicduals,

C. The Regional Organirzation of Business: the Chambers

1. A decree of August 20, 1934 g/ made but few changes in the system,
{ established the leadership principle in the Chambers of Industry and
GCommercé and the Chembers of Hendicraft, established as a pesk organizatlion

for the Chsmbers the "Association of the Chembers of Industry and Commerce",

and placed the Chambers under the government of the Reich instead of under
the states. '

The executive decree of November 27, 1934 esteblished moreover Economic
Chambers (Wirtschaftskammerpn) in addition to the Chambers of Industry and
Comuerce. The new Economic Chambers were designed as the co-ordinating
agencies on the provincial level, They were intended to establish co-
operation between the Chembers of Industry and Commerce and the Chambers of
Handicraft, the regional organizations of the Groups, and the various

1/ _ﬂgggg_g Neueste thhr;chgen, beruary 5 1943
2/ See Everhard Barth, : ab

Wirgschaft, Hambure, 1939 ‘pp.'so-31
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executive agencies of the Reich government on the provinciael level, 1/w.

By a decree of May 30, 1942, 2/ a completely new Chamber organization

was created,

So-called Geuw!

schaftskammery (Geu Economic Chambers)were -

instituted, and the Hinistér of Economics was authorized to abolish such
Chembers of Industry and Commerce, Chembers of Hendicraft and Economie

Chembers as he saw fit.
chenges were made!

Ag a consequence of this decree 3/ the following
insteed of the 209 Chambers (111 Chambers of Induetry,

and Commerce, 71 Chambers of Handicraft and 27 Economic Chambers), only 41

Gau Economic Chambers and 18 Economic Chambers remeined,

The Economice . -

Chambers operate more or less as branches of the Gau Economic Chambersﬁ'\} '
The following survey gives & picture of the present Chamber orgenizationm:: . .

2,

Geu Economic Chamber

Bayreuth

Berlin

Brandenburg
Danzig-Westpreussen
Dlsseldorf :
Essen

Frauken
Halle-Merseburg
Hamburg

Rhein-Main

Kérnten
K8ln=Aachen

Kurhessen
Megdeburg~-Anhalt
Mainfranken
Mecklenbrug

Mosalland
Muehen~Oberbayern
Niederdonau
Niederschlesien
Oberdonau
Oberrhein

Oberschlesien
Osthannovern-lLueneburg

Stemporary appointment

Seat

Bayreuth
Berlin
Berlin
Dangig
Dusseldorf
Essen
Klirnberg

“Halle

Hanburg
Frankfurt
a, M,
Klagenfurt

K81ln

Kassel
Magdeburg
Wirzburg
Rostock-
Schwerin
Eoblenz
Michen
Vienna

-Breslau
: Linz

Karlsruhe=
Strassburg
Kattowitz
Wesermunde-
Lueneburg

Gay Economie Chambers

Pregident = Econmomic Chamber

B8ttcher

Prof, Hunke

Dr. ing. Zschintzsch
Woermann
Hoefermann
Dr, Vlgler
V81k

Rahm

de la Camp
Prof. Liler

Duisburg :

Dr, Kern
Frh, v.
Schrlder

Aachen

Sedlaczek
Dr. Strube
Xapesser

Dr, Faust
Pietzsch*

Dr. Weibvel

Freiherr von Gregory

Freiburg
K8nler Mannheim
Dr, Berve

Kohnert

1/ See on the functions of the Economiec Chembers, Franz Neumann, Behemoth,

Pp. 244-245
2/ See Deutsches Handwe

rk, June 5, lgﬁgf

%110 No. 239,

3/ See final decree of April 1, 1943, DAZ, April 4, 1943,
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Gay BEconomic Chamber Seat President Economic Chambers
Ostpreussen Konigsberg Rodin (Schichau)
Pommern Stettin Fengler®
Sechsen Dresden Leipezig
Chemnitz
Plauen
Selzburg Salzburg Gebert*
Schleswig-Holstein Liiveck Kiel
Schwaben Augsburg Ei senmeyer*®
Stelermark Graz Koppitsch
Sudetenland Reichenberg Kiesewetter
Stidhsnn,~Braunschweig Hannover Hecker Braunschw,
Hildesheim
Thiiringen Weimar
Tirol-Vorarlberg Innsbruck Schatz*
Wartheland Posen Dr, J, Scholz Litzmannstadt
Weser-Ems Bremen Bollmeyer Osnabriick
Emden
Westfalen-Nord Minster Franke Bielefeld
Westfalen~Stid Dortmund Kl8ane
Westmark Sasrbrlicken BYsing* Ludwigshaf,
¥Wien Wien v. Schoeller
WurttembergnHohenzollern Stuttgart

* temporary appointment

The district- of the Gau Economic Chambers corresponds to thet of the
Party Gau and thus expresses the new orgenizationsl principle for the regional
level discussed elsewhere.

The leadership principle prevails also in the new Chambers., The presidents
and vice presidents are appointed by the Ministry of Economics after consultaw
tion with the party Gauleiter. Presidents and vice presidents must be full
time entrepreneurs. The vice president shall as a rule be the Handicraft
Master within the Party Gau so as to recompense German Handicraft for the loss
of its own Chambers.
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The Gau Economic Chambers are usually broken down into 4 divisions:
Industry, Trade, Handicraft and Banking. In addition, a Depertment for
the Direction of fublic Contracts has been created with functions similar
to the former reglonal clearing offices for public contracts, These
Departments will be assisted by Fachbesufiragte (Trade Deputies), usually
owners or managers of. the most important firms, ;/

The regional organizations of the Groups retain their independence
though they ave incorporated into the Gau Economic Chambers,

A decree of April 14, 1943 2/ transformed the Augsenhandelsstellen
(Foreign Trade Offices) into Aussenwirtschaftssbteilunszen (Foreign Trade
Departments) of the Geu Economic Chambers, so thet the regional execution
of foreign trade policies is now concentrated in the Chambers,

D. The National Economic Chamber

In pre-Nazi times there existed no body vwhich integrated the regional
and the functional orgamnizations of German business. The decree of November
27, 1934, provided for such an integrating body by the establishment of the
Reichswirtschaftskemmer (Netional Economic Chamber). Members of the
National Economic Chambers are now the 7 National Groups and the 41 Gau
Economic Chambers, but not the National Transportation Groups and not
the agricultural orgsnizations, The German Handicraft Diet has been dis=
solved as a consequence of the disappearance of the Chambers of Handiersft, 3/
There exists thus an integration of the regional and functional organiza-
tion of German business on two levels -~ on the national level through the
National Economic Chembers and on the regionsl level through the Gau
Economic Chambers, : :

B, adership in Bus: Organizatio

The lLeadership in the business organizations rests almost exclusively
with big businessmen representing the most powertul combines in the German
econcmy. In the Gau Economic Chambers, however, selection has been made
also according to Party reliability. It is primarily industrialists who
have joined the Nazi Party and hsve been active within it who have been
made presidents and vice presidents of the Chembers,

1/ Frenkfurter Zeitung, May 25, 1943
2/ BRGBI,, pert I, N, 44, according to Frankfurter Zeitung,
May 6, 1943, ’

3/ Neyes Wiener Tagblstt, March 24, 1943,

g
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The Nationa 0 e C r
*L A, Pletzsch (Elektrochemische Werke AG)

*M Dr, Erdmann

National Groyp Industry

(1

(2)

(3)

(4)

()

(6)

L (Leader) Wilhelm Zangen
Mannesmannr8hren~Werke

Deputy: W, Schieber (Thiir. Zellwolle)

M Dr. Guth (formerly trade association manager)

Economic Group: Mining

L General Director Wisselmann (Preussag)
M Bergassessor a, D. Hoelling (Formerly Reichsverband der
Deutschen Industrie)

Economic Group: Iron Producing Industry

L H. RBehling (Rochling)
M Dr. J. W. Reichert (7) (Genersl Manager,
Vereinig, Deutscher Eisenwund9Stahlindustrieller)

‘Economic Group: Metal Industry
Otto Fitzner (?) (Schlesische Chemie)
Dr

. Brich Puff (formerly employee in combine of Ministry
of Economics)

L
M

Economic Group: Foundries (Giesserei-Industrie)

L Director Lengenohl (Deutsche Eisenwerke A,G, and
Schalker Verein, Gelsenkirchen)

M Dr, Justus Schmauser (N,S. editor)

Econonic Group: Fuel

Dr, E. R. Fischer (I.G. Farben)
Dr, F, W, Ziervogel

1=

Economic Group: Iron and Steel Construction

L Dr, Ludwig Kessler (Maschinenfabrik, Esslingen A, G,;
(Gutehoffnungshuette combine)
M Dr, Oelert (Manager, Deutscher Stahlbauverband)
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(7)

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

"6\J -

Economic Group: Machine Industry

L Otto Sack (Rudolf Sack K.G., Leipsig)
M Karl Lange (VDMA)

Economic Group: Vehicle Industry

L Egger (Buessing)
'1_4 DR, E, Wehrle, Dr, P, Hufenbecher, O, Schirz

Economic Group: Aircraft
L Konteradmiral Lahs (formerly president Reichsverband
d. deutsch, Luftfahrindustrie)
M Generalsekretar Cesar (see above)

Economic Gro@p: Electrical Industry

L Dr, Waldemar Braun (Hartmenn and Braun A,G, Frankfurt a.M,)
M Dr, Heinrich Ostermenn

Hconomic Group: Precision and Optical Instruments

L Paul Hemrichs (Cerl Zeiss)
M Dr, Karl Albrecht

Economic Group: Finishing end Other Branches of the Iron Industry

L EKarl E, Schroeder, Duesseldorf
M Hanns Putsch

Economic Group: Iron, Steel and Sheet Metal Industry

L Karl Becker (Vereinigte Becker'sche Werkzeugfabriken)
M Dr, Bruno Pil:z

Economic Group: Metalwares

L Dr. Kurt Roth (L, end C, Arnold K. G, Schorndorf Wuerttemberg)
M Dr, Ulrich Poelchen

Economic Group: Stone and Earth

L Carl Peters (Anna = Werk A G., Oeslau, bei Koburg)
M Dr, Eberhard Boehland

Economic Group: Building Industries

L Bruno Geaertner (Wayss and Frsytag, Frankfurt)
M Dr, Karl Knecht Rl



(17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)
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Economic Group: Timber Proceseing Industry

L Dr. Heinrich Goebels
¥ G. Baun (Mansger: trade association)

Economiec Group: Glass Industry

L Dr, C, M, Grisar (Gebrueder Putzler, Pensig, Obcrlausitz)
M Assessor luetke (trade association msnager)

Economic Group: Ceramic

L Dr. Friedrich Scheid
M Dr, Franz Wamke

Economie Group: Sawmills

L P, Baldeweg (Director: Vereinigung der Sregewerke in der
Goerlitzer Heids) ' :

M Dr, Welther Wegelt

Economic Group: OChemical Industry

L Dr, Johannes Hess (?) (Alexander Wacker, GmbH., Munich)

M Dr, C, Ungewitter (since 1920, Manager of trade association)

Economic Group: Paper etc,

L Dr. Wilhelm Bracht (Aschaffenburger Zellstoffwerke)
M Dr. A, Luger

Economic Group: Printing

L August Lorey (Buch und Tiefdruck GmbH.,Berlin)
M Alexander Bartosch

Economic Group: Paper Processing

L Dr. Karl Seeliger (Fritzsche-Hager-Sieke, Leipsig)
M Dr. Lorengzen

Economic Group: Leather

L Ernst Ammer (owner, Reutlingen) .
M Alfred Seuer (trade association nanager)
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(26) Economic Group: Textile Industry

L Dr, Weber (Government General, textile industry)
M Dr. Klsue (trede association manager)

(27) Economic Group: Clothing

L H, Tengelmann (Bernhard Leineweber, Berlin, son of General
Director T. E. Tengelmann)
M Otto Jung

(28) Economic Group: Foodstuffs

L Hugo Theunert (Kathreiner's Malzkaffee)
M Dr, H, G, Riese (trade association manager)

(29) Economic Group: Breweries
L Dr. Ernst Roehm (owner ofa hrewery President of German
‘Brewery Association)

M Dr. R, Duehrssen (trade association manager)

(30) Economic Group: Suger

L Robert Aumueller (Zuckerfabrik Delitzsch)
M Mayor (ret.) Finke, Halle

(31) Economic Group: Alcohol Industry

L Bxonomierat Richter (President of Producers' Union)
M Dr, Jacobsen (formerly in Finance Ministry)

b. Natjonal Group: Handicrafts

L Ferdinend Schramm (former position)
M Professor Dr. Ing. Hotz

c. National Group: Trade 1/ ,

L Dr. Franz Hatler (F. Sitterbauer, Munich,
Deputy-President of Hauptgemeinschaft des Einzelhandels)
M Otto Ohlendorf

1

1/ The National Group Trede has charged the department "Foreign Trade" in the
Economic Group "Wholesale and Foreign Trade" with all questions relating ‘o
foreign trade. The chief of the department "Foreign Trade," Freiherr v.
Schréder, of the firm Staudt and Co. is assisted by en advisory council.



National Groups Banking

L Otto C. Fischer (Merck, Finck & Co,)
M Dr, Friedrich Pfeffer

National Group: Insurance

L E. Hilgard (Allienz) .
M H, D. Neumann (Rechtsanwalt)

National Group: Power

L Oberblirgermeister Just Dillgardt (HWE and Commissioner Genersl

for Power under the Four Yesr Plan)
¥ Dr, H, Egger

Netional Group: Tourist Industry

1 Hermann Esser (Nazi Party official)
M Dr. Schuermsnn

1

The Six Neationsl Transportetion Groups

(1)

(2)

(3)

(4)

(5)

(8)

Ocean Shipping

L John T, Essberger, Hemburg (Reederei Essberger)
M Dr, E, Gramecko

Inlend Shipping

L Joh, W, Welker, Duisburg (Franz Heamel, GmbH,)
M Erich Schreiber

Motor Trensport

L W, Benninghoff (B.V,G., Berlin)
M Dr, Frenk

Reil Trensportstion (except Germen Reichsbshn)

L Stedtrat Engel, Berlin (Nazi Psrty official)
M Dr, Willenberg

,TranSportation and Storage

L Dr, Ludwig Doeberl (Bavarie Legerhaus)
M Dr, Wolfhart Schlichting

Auxiliery Transpértation Industry

L Dr, E. Kipfmueller (Hapa
M Dr, S. Kolanowski®« 4

g
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F, Cartels snd Rejchsvereinisunsen

A, Cartels
1, Cartel Definition

Cartels sre associations of independent enterprises for the control of
the market, Three basic cartel types are possible in accordence with the
three economic functions thati an enterprise fulfills, namely: the purchag-
ing cartel which manifests the orgenized effort to obtain through col-
lective buying cheaper prices or better conditions; the production cartel
(also called the finishing cartel) for the exchange of experience in
production with the gzoel of retionalizing and thersby cheapening production;
end finslly, the marketings cartel, the prevailing type of ceartel organization -
1t hes been highly developed and is highly differentiated,

The most common form of the marketing cartel - though not a2t all the
most influential ~ is the price cartel (often called simple price cartel),
fixing minimum sales prices for its members. Its methods are crude, how-
ever, and can successfully be applied only if the commodities are highly
standardized. Some similar effects may be produced by the condition cartel
(Konditionenkartell) which regulates the conditions under which sales to
customers must be mede, This type still plays a considerable role in the
textile industry.

Quite recently the celculat’on cartel has come into the foreground.
It corresponds roughly to the American open price association., 1/ Its mem-
bers agree on a specific ratio betwsen costs of raw materials, cost of
manufacture, and overhead costs.

The manipulation of the prices can be achieved indirectly by the
quota and regional cartels, and the syndicates, The quota cartel operates
by allocating to each member of the cartel either a production or a sales
quota, Members exceeding the production or the sales volume allowed to
them are liable to disciplinary action as provided for in the cartel
charter., The regional cartel divides the territory and allocates to each
member a specific and closely defined area for exclusive exploitation.

The regional cartel is in most cases a holding czrtel; that is to
say, 1t is composed of a number of cartels which have Jjoined into a national
cartel in which each sectional organizsation has been allocated one
specific region (e.g., cement union, the cosl and potash cartels),

1/ See S, Tschierschky, "Zum Problem des Kalkulationskartells," in
Kartell-Rundschay, 1936, pp. 156-161.

24~-68284ABCD



24-68384ABCD

- 89 -

The highest type of organizetion is the syndicate, a cartel with
& centralized sales apparatus. The right to sell is, with certain excep-
tions (euch as the right to supply the neighborhood), treunsferred to s
central sales agency, Coal, for exsmple, is not s0ld by sn individual
operator but by the syndicate itself which, according to the charter,
then distributes the sales among its members, Syndicates, as a rule,
are price, condition, regional and quota cartels in one,

Thie briefly sketched cartel structure is cheracteristic of the
German econsmy. The relevance of the individual types cannot be described
in statistical terms. The number of cartels has been estimated: in 1905,
8t 385 (Government inquiry); in 1925 end esrly 1942, at 2,500 (Government). 1/

The Reich Group Industry revorted in 1937 the existence of 1,700
industrial cartels, g/ and the Trade Group Privete Insurance mentioned the
existence of 20 insurance cartels in 1938, 3/ All these figures are more
or less meaningless, however, since they do not take into account the
composition of the membershin or the range of the cartels, which, due to
the incorporation of foreign countries, has been considerably extended
without adding to the number of the cartels, As meaningless is the report
that between the outbreak of the war and December 1940 about 20 new car-
tels have been set up and between 20 and 30 have been dissolved, 4/ More
important is the estimnte of the Institut f#ir Konjunkturforschung 5/ that
all raew and semifinished good ares bound by cartel egreement or monopoly.

b, GCartels and Monopolies

Since cartels are composed of independent businessmen, one might
believe that they are the ideal form for protecting the intereste of the
small and middle businessmen., Indeed, this claim 1is frequently mede, and
the existence of the cartel system is justified in exactly these terms.
They are thus decribed as genuinely democratic g/ organizations composed
of free and equal businessmen who have joined forces against the most
powerful business combines. Though it may be readily admitted that
occasionally cartels really are such protective organizations against

1/ See Regulation of Economic Activities in Foreign Countries, Monograph

- No. 40 of the TNEC, Washington, 1941, p. 39.

2/ Eartell-Bundscheu, 1937, p. 372.

3/ Werner Berger in Kartell-Bundscheu, 1938, p. 124,

4/ Eartell-Rundschey, 1940, p. 95.

5/ Wochenbericht des Ingtituts fur Konjunkturforschung, 1936, p. 198,

6/ Thus Lujo Brenteno in Schriften des Vereips fur Sozisl-politik, vol. 60
(1894), and Rudolf Isay (outstending German cartel lawyer of the Weimar

Republic) in Verhandlungen des 35, deutschen Juristentsgs, Berlin and
Leipzig, 1928, vol, II, pp. 708~709.
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monopolies, all really powerful cartels are, on the contrary, tools of
monopolistic businesses which utilize this allegedly democratic form of
business organization tc carry ocut their own policy, 4 simple considera=
tion will meke this clear, All important cartels are quota (regional)
cartels (or syndicetes). The voting power in the cartel depends upon the
quota, The bigger the qiot®m, the higher the voting power. It is the
biggest combine, the ome with the highest number of votes, which determines
the cartel policy.

T, Cafgel Law

This will become appareni in & closer analysis of the Cerman cortel
legislation, Such an analysis is inevitable, because Germen and American
conceptione differ widely. Cartels appeared to the Germen courts #s the
exercise of the freedom of contrsct - and were thus held legal; besides, .
s combination of individuals was asserted not to violate the principle
of freedom of tradse. ;/ Only under two alternative conditions mey a
cartel (or specific cartel prectices) be void: if section 138 or section
826 of the Civil Code is violated, 1i.e., if a cartel agrecment violates
good morale, or if the cartel intentionslly injures a third party by
violating. good morels, No case is reported which held a cartel contract
or some cartel action immoral and therefore void. ¥From the very beginning,
the courts have fostersd the growth of the cartel movement. It appeared
to them as & higher form of economic organiszation - proof of how little
headway the doctrine of classical liberalism had made in Germany. Up to
1923, there was no single statute dealing with cartels, whercas cartels
received a powerful stimulus during the First Werld War when they becanme
orgens of the war economy.,

1/ Supreme Court, June 25, 1890,
vol. 28, p.244.
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The inflation destroyed many independent middle- class
firms and redistributed property by expropriating the poor
and enriching the rich. For the first time, a passionate
public sentiment was aroused ageinst the cartel and mono-
poly organizations of industry. Something had to be done
On November 2, 1923, a "cartel decree" against the misuse
of economic power was promulgated.

The cartel decree, however, fulfilled none of the hopes
it had raised. If it did anything, in fact, it strengthened

the existing in&ustrial structure and gave 1t official sance
tion.

The decree gave officisl statutory recognition to the
cartels —~ the first time this had been done - and subjected
them to control, It provided for a special cartel tribunal
that would have jurisdiction in 21l disputes between the
cartels and the Reich Govermnment, among cartel me mbers, and
between cartels and outsiders,

The kernel of the cartel decree was the establishment of
direct state control, a meassure which proved to be entirely
hollow. Section 4 reads:

If any sgreement *** or any particulsr mode of

its observance endangers the economic life of the
community as a whole, the Minister of Economic
Affairs shall be empowered: (1) To file a motion
in the cartel tribunesl to the effect that the agree-
ment * * * shall be declared void or that the parw
ticular mode of carrying it out shall be forbidden;
(2) to order that eny interested party may quit the
conventicn or with draw from the agreement at any
time snd without notice; (3) to order that a copy

be sent to him of all arrangements and measures made
in pursuence of the said agreement or convention
and that these measures shall not take effect until
such time as this copy shall nave been received by
him,

Bconomic life as a whole or the good of the
community shall be held to be particularly endangered
if methods not economically justified be applied
to the restriction of rpoduction or sale or to the
increase or maintenance of prices, or if, in the
case of stabilized prices, additions be made to cover
risks, or if economic freedom be unfairly prejudiced
by impediments to purchase or sale, or by the fixing
of discriminatory prices or éonditions,



The initiative apparently rested with the Minister of

Economic Affairs, and since he was responsible to parlia-

ment, the initiative was ultimately parliamentary, Not one,
however, of the 210 decisions which the cartey tribunal pube

lished up to August 1933 deals with section 4 of the cartel decree.l/
At the same time, section 10 of the cartel decree permitted the
Minister to take action against "trusts, syndicates, cartels,
concerns, or similar associations®; - in short, against any
‘monopolistic position, whatever its legal and organiszational form,
It empowsred the cartel tribunal, on motion of the Ministry, to
permit any party to withdraw from its sgreement with a monopoly.

If adequately handled, this sec¢tion could have becomes a means of
attacking the monopolists® position. And yet not a single decision
was based on section 10, elther,

The combines had nothing to fear from the State, They
therefore concentrated their efforts on nullifying those
provisions of the cartel decree which protected the weaker
members and outsiders. Section 8, for instance, permitted
any cartel member to withdraw without notice from the cartel
if the cartel tribunal decided there was sufficient reason,
Section 9 placed certain restrictions on the boycott weapon
which the cartels used against members who viclated cartel
discipline and sgainst outsiders who refused to play ball
with them. The use of boycott includcd a very wide range of
instruments: admonitions, fines, forfeitures of pledges, ex-
pulsions, stoppage of supplies, of transport facilitles, and
of credits, differential treatment, etc, Secticn 9 stipulated
that these and similar measures could not be applied without
prior consent of the president of the cartel tridunal against
whose decisions an appeal could be taken to the tribunsl ite
self, Germen~industry fought bitterly against what it called
the "preventive censorship" of section 9, chiefly basing
itself on the argument thet recognition of cartels also en-
talled recognition of all the legal means that were necessary
for them to exist,

4, C Po Great Depr 0

The restrictive system hed to stand the test of the
great depression in 1930. It was near collapse, A number
of cartels dissolved. Production sagged to such an extent
that many cartel members frantically tried to leave the cartels
80 88 t0 reestablish their competitive freedom,

1/ See list of decisions in Rudolf Oailmann, Qgg_ggg&gggg
Kertellrecht, Berlin 1934, pp. 705-708,

24~68284ABCD,



24-68284ABCD

FREE

GERMANY

MOUNTAINS AND UPLAND BARRIER AREAS

BOUNDARY OF GERMANY, AUGUST 1938
BOUNDARY OF GERMANY, 1918; ALSO AUSTRO-GERMAN
BOUNDARY

BELGIUM )
“rv...Fh O BRUSSELS /%

BELGIAN F

PARIS

FRANCE

MAP NO. 2753
12 NOVEMSER 1943

SN\

Y UG OSSHXSTN

APPROXIMATE LINGUISTIC BOUNDARIES.
. THE LETTERS INDICATE THE LANGUAGES
SPOKEN ON EACH SIDE OF THE LINE

1 —alion

Fi—Flemish
H—Hungarian

COMPILED AND DRAWN IN THE BRANCH OF RESEARCH AND ANALYSIS, 0SS
UTHOGRAPHI REPRODUCTION BRANCH.

ED IN THE o



- 74 =
The cartel policy ¥rom 1930 $o 1933 was characterized
by the most contradictory features. It began with a Presi-
dential decree of July 26, 1930, which was allegedly directed
egainst the system of “bound“ or fixed prices.

This decree gave the cabinet power to void existing
cartel sgreements or parts of agreements and to enjoin the
cartels from carrying out certain practices. Not only does
1t include genuine cartel agreements but it also voids
¥verticel agreements," and further, all acreements and devices
which have similar economic effects though not strictly withe-
in the range of the decree, such as gentleman's agreements
or recommendations of an assembly of entrepreneurs. Finally,
the cabinet was empowered to lower or abolish tariffs in
order to facilitate the dissclution of cartels or a reduc-
tion in prices. The official release accompaying the decree
complained of the dislocation in the relation of prices and
services and asserted that recovery was hindered by the cartel
and price system,

This emergency decree differs from the earlier cartel
decree. The emergency decree completely destroyed the powers
previously granted to the cartel tribunal, The Relch Gov=
ernment could now act without filing a2 motion with the cartel
tribunal. It was argued that the cartel policy is part of
the national economie policy and that no independent court
should be allowed to interfere with governmental policy.

Effects of the decree were meager indeed. It lead to the
dissolution of but one cartel, the lignite cartel, which had
been attacked for many years and investigated by a special
commission which charged it with wholly unreasonable practices.
The decisive new power given to the cabinet to lower or
abolish tariffe in order to break down cartel prices was never
applied,

The failure of the emergency decree soon led the Governw
ment to seek other ways of breaking down the price structure
of the cartels. On the basis of the Presidential Emergency
Act, the Cabinet issued a decree on Jamary 16, 1931,
attacking the prece structure of trademarked articles.

On December 8, 1931, the President issued a fourth
emergency decree cutting all fixed prices to 10 percent below
the level of June 30, 1931, This meant a reduction in all
cartel prices, whether of trademerked articles or not. At
the same time, several emergency decrees slso cut the wages
fixed in the existing collective agreements, and thus
adjusted wages to the new price structure.

" 24-868B384ABCD
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5, ¥Nazi Cartel liaw Strengthens Cartels

The Nationel Socialist regime at once saved the tottering
cartel system by two statutes, both enacted on July 15, 1933 -
the one changing the cartel decree of 1923, the other intro-
ducing compulsory cartelization. :

The first cartel statute aimed at strengthening the
state's influence over the cartels, while at the seme time
fortifying the power of the cartels . over the members and over
outeiders. This dusl aspect, stronger state control over
stronger cartels, is the main content of the National Socia=
list cartel policy. The changes in the cartel decree of 1923
consisted of the exclusion of the cartel tribunal from control
over cartels. VYhereas sect. 4 of the cartel decree merely
allowed the Reich Minister of Economic Affairs to sue a cartel
before the cartel tribunal, the new section 4 transfers power
of interference to the Ministry directly.

The Minister of Economic Affairs may now, at discretion,
void a whole cartel agreement or parts of it, or he may pro-
hibit a particular mode of its observance {mec. 4, No. 1);
or he may order that any interested party mey at any time
withdraw from such convention (sec. 4, No, 2); or he may order
that & copy be sent to him of all agreements and arrsngements
and thereby postpone the enactment of certel measures (sec. 4,
No. 3) The new act thus takes over the provision of the
presidential Emergency Act of July 26, 1930, and makes it a
permenent feature of the cartel control.

It is not easy to judge the new enactment, It could not
possibly be a result of the cartel tribunells failure to
apply section 4, No., 1 of the cartel decree of 1923, since
no single case had ever been broucht before the tribunsl from
1923 to 1933. The powers vested in the Ministry by the old
section 4 were resorted to on-only three occasions in 10 years,
and only powers based on section 4, Nos., 2 and 3, were invoked=-
but not a single motion of the Minietry came before the
tribunal, 1/ : : :

1/ The three cases were! (a) against "brick cartel", Oct. 5
1925, see Kartell-Rundscheun, 1925, p. 599t Sec 4, Nog. 2

and 3t (b) ageinst "coal trade cartel,"-March., 20, 1926, see

Kortell-Bundschau, 1926, p. 233: Sec. 4, Nos., 2 and 33

(¢) ageinst iron cartels, January 27, 1928, see Kartell-Bundschau,

'1928, p. 83t Sec 4, No. 3.




The eliminstion of the cartel tribunal from the State
control over cartels may be attributed to three reasons. First,
there was a tendency to integrate cartel control into the
total fabric of the Govermment'e economic policy. This could
be achieved only by excluding judicial and semijudicial con-
siderations which were of & more or less questionable nature=
anyway, since the concepts Gessmtwirtschaft and Gemeinwohl
(economic 1ife of the communify &s & whole, and common weal),
the violation of which constitutes the basis for an adverse
Judgment of the cartel tribunal, cennot be rationally defined.
Second, the exclusion of the caertel tribunal also guarantees
swiftness of decigsions. The attacked cartel, if it were
merely sued before a tribunal, could drag out proceedings by
congtantly adducing new proofs aud materiels, Third, the
concentration of the cartel contre¢l with the Minister insures
gsecrecy -- a vital concern for both the State machinery and
the cartels., It gives ample leeway for the bargaining between
the bureasncracy and the industry monopolies. o

-VWhile thus strengthening the State's power over the
cartel, the statute of July 15, 1933, equally fortified the
disciplinary power of the cartels over members and outsiders
alike, This orgenizational power resides in section 9 of
the Cartel Statute, The statute of 1933 added one significant
provision to Section 9, & provision which has turned out to
be the major instrument for incorporating the whole economy
into the network of the cartels and for "Combing out" submar-
ginal entrepreneurs. Ag mentioned above, section 9 of the
1923 decree made the execution of boycotts or similar meas-
ures against cartel members and outsiders dependent upon the
consent of the president of the Cartel tribunal, who had to
refuse consent if the boycotting measure endangered the econ=
omy as a whole or unjustly limited the economic fredom of
the threatened entreprenesur, The addition of 1933 reads:

Yo unreasoneble restriction of economic freedom
exists if the business of the party concerned is
maneged by persons who do not have the relisbility
necessary in business. It smounts to unrelimbility
if, in the business of the party concerned, commo-
dities and services ®* ® ¥ are offered or sold at
prices which must be held economically unjustified
in view of the interests of the business as well
as those of the nationasl economy ® ® ¥ and if a
contimiation of such price practices is to be expected.
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This death sentence against the "chisler® ig decreed
by the cartel after it has secured the consent of the presi-
dent of the cartel tribunal., 1/ The means of the threatened
entrepreneur to defend himself against such death sentence
have been considerably curtailed. The "preventive censor-
ship" of the cartel tribunal, slthough it has not been o
completely suspended in conformity with the wishes of induse-
try, has been weskened, Under the o0ld law, the threatemed
entrepreneur could, if the president of the tribunal consented
to the boycott against him, appesl to the full tribunal.
“his appeal had suspensive effect. A special decree of Sep~
tember 5, 1934, provided that the filing of a2 motion with
the full tribunal by members or outsiders, once the president
had consented, no longer had such suspensive effect, so
that the boycotting measure could be carried out at once.
The tribunal still can, however, require 2 deposit before
the boycotting measure is put into effect.

The statute of 1933 thus reveals the basic cartel policy
of the regime: recognition of the cartel as a higher form of
industrial organization, superior to “free"competition, and,
therefore, strengthening of the orgenizationsl power of the
cartel over members and outsiders alike--vhile, at the same
time, the cartels are subjected to direct State interference
without the mediation of independent administrative or semi-
Judicial agencies. AR

6. Compulsory Cartelization

Yet, if the cartels were to becdome agents of the Govern-
ment's economic policy, provision had to be made to create
them even where there was unwillingness to cartelize a branch
of trade and industry. The second cartel statute of July 15,
1933, provided this power. It vested in the Minister of
Zeonomic Affairs the following powers: (=) to create cartels
compulsorily; (v) to attach outsiders against their will to
existing cartels; (c) to prohibit the setting-up of new es-
tablishments; (d) to prohibit the expansion of new establigh~
ments (in size as well as in capacity); (e) to regulate the

“capacity of exisiting enterprises.

1/ The cartel tribunal was abolished by statute of February 25,

1938 (R. @. Bl,, I. p. 216) Since July 1, 1938, its functions

- have been assumed by the Reich Edonomic Tribunal (Reiche-
wirtschaftsgericht) which has simply installed one of its
senates as cartel tribunal, The personnel of the former

cartel tribunal, so far as can be ascertained, has been takem
over, The change is practically without significence.




Compulsory certelization is mothing new in German econo=-
mic history. A number of such compulsory cartels had been
created before. ¥hile, however, compulsory cartelization
under the Weimar Republic was the outcome of long discussion,
and was only reluctantly enacted by Parliamemt, the new act
gives sweeping powers to the Minister of Economic Affairs.
The compulsory cartel act offers the first provision for what
‘has been called a positive cartel policy, 1/ What is meant
is that the new powers vested in the Minister of Hecomomie -
Affairs go far beyond mere pollce power over cartels., They
do not merely aim at fighting ebuses but meke the cartels
organs of a conscious economic policy. Cartels, from mere
agents of Markiregelung--that is organs for dominating a
market-—heve been transformed inte organs of the new Harkt-
_ordmung, l.e., organs of plming or, at. 1east, centrally
organizing the economy. .

By eresating cartels, a.ttaching outsidars, controlling
cepacities,diceneing new establisbments or the expansion -
of existing ones, ths Governmemt may, indeed, if it has a
plan of a fixed goal with o general purpose, turn the cartels from
organs of waste infe agents of a planned. production a.nd dige
tribution. N : : :

It 1s this aspect of the: National Socialist cartel policy
which necessarily deserves closer etudy.

The new powers, if exercised, must by necessity strengthen
the cartels, IEntrepreneurs who, by tradition or necessity,
were hostile to cartelization, ar® now compulsorily incorpor-
ated into private power groups. "The compulsory measure glves -
the organizations, with the help of the State, powers which
they could not attain on a voluntary basis.' 2/ Through com=
pulsory cartelization end compulsory Jjoining of new members, -
more rationsally operating plents are often sacrificed %o the
benefit of those working less rationa.lly. :

2/ BRuscell, ibid.
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Here and there, the Government a.lso resorted to intro- .
ducing compulsory cartels by epecial statute, usually in cases
where special conditions rendered necessary a closer cooper-
ation between industry and Government. 1/ In this first
stage, the Minister occasionally utilized powers vested in
him by Section 4 of the new cartel act., A few cartels were
diseolved; 2/ in a few other ceses, the execution of specisl
cartel provisions, _j usually price regulations, was pro-
hibited. This, however, leads us to the second phase of the
National Socialist cartel policy, Schacht!s New Plan.

The economic consequences of control of foreign excha.nge
(and, imPlicitly, raw materisls) led to a strengthening of
the State's influence over the cartels, outside of the two
cartel statutes of 1933. The new plan was foreshadowed by
the Statute on Economic Measures of July 3, 1934, which granted
the Ministdr of Economic Affalrs very wide powers., . ("The
BRelch Minister of Economiec Affairs is empowered to execute
measures within his departmental realm which he deems necessary
for furthering the German economy and for preventing or abo-
lishing economiec injuries ® ® ®, Thae measures enacted may
deviate from existing laws.") The above-mentioned decree of
September 5, 1934, widening the organizational power of the
cartels, is based upon this enabling act. The Minister's
discretionary power was thus at once utilized for strengthen-
ing the position of the cartele--but during the ensuing period
the authority of the State over them was consideradly extended.

1. OCartel Prices

Increasing Government intervention, when raw materiasls
are scarce, must be directed against cartel prices. In
congequence, cartel prices (and sales conditions) have been
subject to special treatment ever since the New Plan went =
into operation., Four such legislative enactments are of major
importa.ncez

The decree of December 11, 1934 4 4/ made the price

1/ Tor instance, the compulsory cartel in inlapd navigation
based on the Act for Overcoming, ete., of Jaune 16, 1933
(R. G, Bl., II, p. 717), and the 24th executive decree
of July 8, 1837, in Ka.rtell—&undschau, 1937, p.,336.
2/ For example, in the pencil industry because of too high prices' :
see Kartell-Rundschau, 1935, p. 300.
_3_/ For ‘example, wholesale trade of electrical appliances, August-12,
1935, Kartell-Bundschau, 1935, p. 705. Cellulose wool cartel,
July 1, 1935; see Kartell-Bundscheu, 1935, loc. cit..
4/ Yerordnung uber Preisbindungen und gegen Verteuerung der

Bedarfsdeckung.
g G e R .
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policy of cartels or similar organizations, whether organ-
ized under private or public law (compulsory cartels), de-
pendent upon the Minister's consent. The decree applied

not merely to prices but also to rebates, retail prices and
trade margins, commodities and services. It specifically
exempted wages and salaries, It left the exigting prices and
sales conditions untouched but prohibited any change that
could be detrimentzl to consumers or retailers:

(b) 4 second decree of the Reich Price Commissioner of
the same date y imposed upon cartels the duty to register
with the Price Commissioner new price agreements or changes
of existing ones.

(¢) The decree of the Price Commissioner of March 29,
1935, prohibited bidding cartels (Submissionskartelle) as
far ag bids for Government orders were concerned.

{@) The decree of the Reich Price Commissioner of

November 23, 1940 2/ finally codified the price law of cartels.

Price and other condition cartels, horizontal or vertical
regale price maintenance schemes, can be made or changed only
after the consent of the Price Commissioner has been secured.
Cartels and syndicates have to reglster the existing price
agreements at the beginning of each year. Bidding agrecments
for public orders are valid only with the consent of the
Commissioner. No consent is necessary for such prices as
have already received his approval. Combines and trusts are
exempt from the decree. All previously mentioned decrees are
tbrogated.

¥hile the price policy toward cartels is thus, on the

whole, in line with the Price Freezing policy of the Government, it

has special features which will become more apparent when we
study the functioning of the cartels as organs of the Markt-
_g_xu_h_g_(.gg’. of a ceatrally orgenized economy.

e) A decree of July 27, 1942 3/ ordered the lowering of
2ll cartel prices by 10 percent, while at the same time, prices
of individual cartels were examined and lowered if the Price
Commissioner found them to be too high 4/.

Verord_nl_xp_g uber die Einsendggflicht von Preigbindungen
A.8..Bl., I, p. 1573, and Kartell-Bundachau, 1941, p. 13.

Neue Zuercher Zeitung,September 21, 1942

In force since Auvgust 1, 1942 see Frankfurter Zeituns

Augusat 1, 1942, Microfilm 265,

‘l@s@:
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8, Cartels Orests New Industries

Cartels are. however, &1so-~and. for our purpose. even
primarilyhninstruments of a deliberate governmental policy.
To describe the aim of that economic policy merely by saying
that its goal is the highest possible productivity, especi-
slly in armement goods, would be the mere repetition of a
commonplace, What is more important, is to understend the
methods and mechanisms of transforming organs for the res-
triction of capacity into sgents for increasing it. To say
that it is the totalitarian power of the State which has
brought about this change is equally meamingless. , For it is
undoubtedly not the SS men vho, at the point of his gun,
threatens the cartels to increase production; it is not, in
short pollce power that has echieved this change.

L But 1f it is not coercion, it can only be the utilization
of trends already apparent before in the German economy, trends
which do not violate the profit incentive of the entrepreneur
and the entrepreneurial organization, but rather acknowledge,
nay, stimulate it, and merely eliminate, from this basically
unchanged system, those zccidents that threaten from time to
time or even permanently a highly organlzed and hyper—sensi-
tive economic system.

Starting from this assumption, we have first to amalyze
the function of the cartel as a device for creating new in-
dustries. '

Hew industries (cellulose wool, hydrogenation of coal
and lignite, synthetic rubber) can be created in three different
wayss )

(2) The State may itself put up the necessary capital.
It may then €onstrueg the plants and operate them, it may
construct the plants and lease them, or it may lend capital
to one or several combines for the purpose of constructing
and operating them, This is not the ususl way in Germany.

"(b) The existing industries may themselves construct and
operate the plants, either out of their own funds (undistri-
buted profits) or by borrowing. Both methods have been applied.
The powerful combines have indeed invested considerable sums
in new industrles- The I.&. Farben in cellulose wool and hy=-
drogenation; Bemberg in cellulose wool: Wentershall in lignite
hydrogenation; Thyssen in coal hydrogenation(GelsenbergbBenzin)
Since undistributed profits have tremendously increased from
1933 to 1939, a large number of new plants have arisen, belong-

ing to the already powerful trustsa.

g
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(c) This, however, may not be sufficient., There are
medium-sized and small plants with some reserves which they
cannot utilize by themselves becanse they are not encugh to
finance investments. Such reserves are mobilized for new
industries through compulsory levies, as shown above, and
here again cartels cen be useful agents. To give an example!

On September 28, 1934, 1/ the Minister of Economic Affairs,

by a decree based on the above-mentioned Stztute on Economic
Measures of July 3, 1934, created the Compulsory Economic
Community of the Lignite Industry. The aim of this compul-

sory cartel wag the financing of a new joint-stock corporation
for the production of synthetic benzine., IEvery producer of
lignite with an annual output of 400,000 tons or more had to Join
the compulsory community. The community is administered dy a
Government appointee. Members must contribute according to &
graduated plan. Small lumps of capital are tims compulsorily
utilized for the erection of giant plants which are controlled
by a mere handful of powerful combines, since the German corpora~
tion lew completely subordinates the interests of minorities to
the management.

The cartel form here serves completely unorthodox
functions. It no longer regulates the marketing of commo=
dities but serves as a tool for pooling the savings of inde-
pendent enterprises in order to finance new industries.

This use of the cartel form has reached a new phase
during the war., A decree on Community Works of September 4,
1939, 2/ empowers the Reich Minister of Economic Affairs to
combine enterprises and cartels for purposes of community
production. Thisg power far exceeds the rights vested in him
by the Compulsory Cartel Act of 1933, When creating compul=-
sory cartele under this act, the Minigter could only Join
unwilling enterprises into cartels. He could restrict ecape~
cities and prohibit plant expension. 3But he could not command
the newly created cartel to engage in a new kind of production.
This is, however, exactly what the new decree allows him to do.
The Minister may forbid any cartel or any single manmufacturer
to contimie in its or his previous activity, and he may order

I/ ReBL., I, Wo. 110.

2/ Verordnung uber Gemeinschaftswerke. See Leonhard Miksch,
“Die deutsche Kriegswirtschaft," in Die Wirtechaftskurve,
1939. No. IV. PP 327"337. 68pPes Pe 334,
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the newly-created cartel to take up a completely new line

of production, In contrast to zll previous decrees, this

decree grants indemnification to all entrepreneurs that

have suffered a loss through the prohibition of their mro-

- duction. These powers have been utilized in a few cases. _l/
. / .

9. Agents of Rationelization.

Rationalization is made possible by a wider use of the
calculation cartels. The celculation cartel has, foremost,
zn educational function, It compels moany, especially smaller
industrislists, to pay attention to cost sheets. The edu-
cation for preparing such cost sheets is the task of the
Groups, according to the cartel ruling of the Minister of
Beconomic Affairs of November 12, 1936. The Groups have the
duty to encourage their members to estimate carefully, to
use forms, and not to sell below cost.

Thie task of the Groups is sanctioned by the Decree on
Competition of December 21, 1934, ,gy This decree threatens
with imprisonment or fines anyone who, by misusing his credit
or by maliciously violating his duties toward the State, his
employees, or his creditors, sells his cormodities or services
below cost, if such prictice has resulted in compelling him
to go into bankruptcy or to cease payments, A8 industrialist
who fzils to meet his taxes, wages,. or obligations to his

_ereditors because he has s0ld below cost may be sent %o prison
for an unlimited period.

The power of the Groups and the new penal bankruptey
law provide the background for the new cartel form. The new
calculation cartels, especially for smaller businessmen,_gi
thus provide the duty of cartel members to caleculate their
production costs, to use forms, to report deviations from the

}J>‘ﬁﬁr industry, blades, scythes, etcs
Ey Verordmung uber den Wettbewerb.
3/ Junghans, "Zur irage der Kelkulationskartelle," in Kartell=-
rundschan, 1926, p. 375. Berthmann, "Kalkulationsikartell
unc. Kalkuletionsgemeinschaft," op. cit., p. 587. Tschiersche
ky, "Zun Problem der Kellkulationskontrolle," in Die
Wirtschaftskurve, 1937, pp. 208-221.
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cost sheets, to add to the cost sheeis a fixed percentage
for overhead and profits, 1/ Many of the mentioned calcula~
tion cartels are, of course, more than mere calculation
cartels. They sometimes, in addition, are price cartels.
Time and again, however, the power of the cartels is not
strong enough to enforce rigid adherence to calculation.

This is especially true of retail trade. In this case the
Groupe themselves turn into cartels. Ordinarily, according
to the cartel ruling of November 12, 1935, Groups are forbid-
den to engage in marketing activities., Exemptions may, how-
ever, be grented. The Trade Group Collective Buying 2/ hes
been given the right to engage in marketing activities, eand
the Reich Groups Trade =snd Industry have, on October 28, 1936,
entered into an agreement stipulating the conditions for
delivery and payment for the following trades in the leather
industry? wholesale, import and expert trade, retail trade,
and collective buying. ‘ :

The tendency to unify and simplify the cost sheets, to
compel adherence to the calculation patterns recommended by
the Groups and/or imposed by the cartels, has undoubtedly
received an extraordinary stimulus by the price-control
policy of the Govermment. Oalculation certainly has been
mede more lucld, and many of the so-called production or
trade secrets, so anxiously preserved in previous times,
have become public and subject to control.

This, however, is merely a minor asgpect of the rationa~
lizing function of the cartels. The trend goes much farther
without having reached the 1imit, without even having touched
the kernel - industrial production proper. But in the sphere
of distribution the process has gone on to considerable
length., Let us summarize the rationalizing functions of the
trade cartels: (a) they eliminate the "unrelisble® traders;
(b) they eliminate the "unrationally" working traders; (e) they
clearly divorce production, wholesale, and retail from each
other, :

_-]:/ ﬁx_e"following calculation cartels have been reported:

" (a) The national cartel of the glaziers (pesk cartel);
see Miksch, op. cit., p. 223. (b) the compulsory cartel
of the printing industry; see Kartell-Rundschau, 1935,
p. 753. (¢) The cartel of the central-heating and air—
conditioning industries; see Miksch, op.cit., p. 215.
(d) The cartel of the radio manufacturers; see Kartell-
Bundgchea, 1938, p. 305; 1940, p. 321. There are of course,
many more.

2/ TFachgruppe Gemeinschaftseinkauf, Octobdr 23, 1926, See
Kertell-Rundschau, 1937, PRy, 132, 21l
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By doing this, the mew:cartel policy has.definite

‘economic and .social functionst ' (a) it tends '»to'.%m?rdvse “the

economic.status .of a selected group of dealers; ib) it
tends to :8implify and cheapen the machinery.of distridbuting

goods; (c) it furnishes labor power.

10, .The Control of Cartels and their Relation to the
Groups.

(a) Cartels have indeed become the organs for asttaining
full ~employment «with the :collaboration 'and under “the pressure
of the state., As-a consequence, they have become the primary
device for emnlarging the powers of ‘the big combines, Some
Nazi writere have attacked "the process of degeneration and
falsification caused by ‘the :corruption of the state by the
cartels" 1/

Asva-result of the rising complaints- about the -subju-
gation of the Groups by the certels, the relation between
the two orgesnizational forms:was redefined. The Statute of
February 27, 1934 forbade ‘the Groups to engage -in marketing

-activities, ‘that is to exercise cartel functions. A ruling

of the Minister of Economies warned the cartels to .avoid
confusion -with the Eroups.

On November 12, 1936 ‘the:Minister of Economics issued
his famous reform ‘edit with the purposewf clearly dividing
cartel -and .group ‘functions. - Since many cartel -managers had
become Groyp managers, he insisted 'that ‘the ‘two offices
should be separated, in order ‘to "secure the impartislity"

of the Group mansgers. ‘The Nationel Economic ‘Chember was

directed to report to ‘him till ‘&pril 1, 1937t0 what ‘extent
the same personnel was 831l gooupying ‘the Leading positicns
1n the -Groups and cartels, and whether this identity of
personnel was necessary. - Nothing has:ever been heard :of
such a report by the National Economic Chember.

The -edict finelly eubjected ‘the cartels to the super-
vision by the Groups. The Groups, the edict runs, "built
upon compulsory membership and the leadership principle, with
their genersl economic tesks, -stand gbove the marketing

1y Tranz Boenm, Wettbewerb und Monopolksmpf, Berlin, 1933 . X,

‘358,




organizations and not beside them. I therefore intend to
enlist the aid of the groups for supervising the marketing
orgenizetions, ‘a task which up to the present, has been
carried out by myself . . . The self-govermment of industry
shall feel itself responsible for seeing that the marketing
organizations, in all their measures, act in accordance with
the economic policy of the Reich government®. 1/

Foture developments have, however, reversed the relatior
between cartel and Group, heve wiped out the differences and
approximated their status in the framework of legislation
and administration. 2/

(b) On November 20, 1942, 3/ the following decree was
enacted!

(1, "“The Minister of Eeonomics is aunthorized. . .
to give general or individual orders to enterprises which
essentially influence the market due to their legal or factudl
position . « . if, by the use of their 1nfluence, they injure
the national economy or any specific enterprise."

(2) The Minister of Economice is further authorized
to make the conclusion of cartel agreements dependent upon
his consent.

. \
(3) The Minister of Economics may interfere with
existing cartel agreements.

The legal controls are tims complete. Trusts, cartels,
monopolies, in whatever form they are organized, may now be
given general or individual orders. The Minister may inter-
fere with existing cartel agreements.

(¢) The new powers have been used to "rationalize’the
cartel system." Many of the 2,300 cartels have been dissolved,
or rather incorporated into larger units, that is the cartel
system is being streamlined. Only 500 cartels are expected
to remein 4/. This special power was vested with the Minister of

1] Kartell-Rundschau 1936, pp. 753-760.

2/ see below p. 88

3/ Die Deutsche Volkswirtschaft 1942 No, 32.
4/ Deutsche Berswerkszeitung, April 21, 1943.

»
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Bconomics by the Cartel Combing-Out Decres of October 27, 1942 1/

In the Synthetic Fiber industry, the four cartels (acetate cartel,
rayon cartel, clearing offices for rayon and cellulose wool) have
been diessolved and transferred to the Natiomal Association Chemical
Fivers. 2/ In the textile finishing industry, 20 cattels { that is,
half) have beon dissolved, the remaining have been transferred to the
National Association, 3/

The most important change occurred in the steel cartel,
the kernel of industrial power, The old "Rohstahlgemeinschaft®
founded by Emil Kirdorf has been dissolved. The "Eisen und
Stahlwerkgemeinschaft in der Reichsverejpigung Eisen" abbre-
viated ESGE has been founded as a central syndicate which will
gell iron and steel to consumers, fix the prices, control exports
and imports and enter inte cartel agreements with other cartels.
The new steel cartel is incorporated in the Natiomal Association.
Iron and Steel, but remains more or less independent. The change
in the leadership is remarkable. The prasident of the United Steel
Trust (Poensgen) is out, He had already been deposed as leader of
the Economic Group Iron Making Industry and had not been made
president of the National Association Iron, a-position assumed by
the Saar industrialist, H. Roechling, The steel cartel leader is
Wilhelm Zangen, president of the National Group Industry. Be 1is
assisted by a younger generaticn of steel captains from the bigg—
est combines: Steel Trust, Flick, Hoesch, Afbed and from the Protect-
orate, Poensgen has been made honorary chairman, 4/

The number of cartels in the sphere of the Economic Group Foed
Processing and Related Industries has been substantially reduced,
Of 124 cartels, only 20 remain, 5/ A Decree of the Minister of
Economics of July 6, 1943 6/ dissolved 35 cartels for "Metallhalbseuge"
(Semi-~finished Metal productse.) This process is still going on.

Biropskabel January 8, 1943,

Die Deutsche Volkswirischaft, 1942, Fo, 33.

Der Neue Tag, November 8, 1942,

See Kcelnische Zeitung, December 18 and Frankfurter Zeitung,
December 20, 1942,

Nows Digest Hoo 1200, July 31, 1943 p. 12

Deutsche Bergwerksszeitung, July 11, 1943,
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{4) 4&n eppsal of Wilhelm Zangen, leader of the National
Group Industry, and of Walter Schisber, deputy leader,
asked for the abolition of guotas in the cartels and syndi-
cates, The sppeal was Justified by the fact that quotas
had lost their meaning in a period of $ill production., Only
the productivity of the cartel member and mot an acquired
right should henceforth be the standard for the sllocation
of production within the cartéls. Though the regulation ig
clothed in the form of sn appesl, it is tentemount to an
order, snd Zangen edded that violations of his appeal will
be considersd a severe vicletion of the wer duties. 1f
The eppeal does not creste a new evonomic situation, because
the quota system had long given away to the regquirement of
full employment. It had severe conmsegquences for the internal
finencial action of the cartels. It no longer compels those
cartel members who exceed their quotas to pay indemnifications
inte the csrtel treasury, while those cartsl members who do
net reach their guotas ars no longer entitled to indemnifi-
cation from the eartel treasury. Since the comb-out hes
affected primarily smsll and medium sized firms, it is they
who have to bear the financisl burdens resulting from the
abolition of the quotas.

The rationslization of ths cartel structure has entailed

8 redefinitign of the relation between cartel and Group.
This was achieved by a decrse concerning the purification of
cartels (Eartelibe-reinigung) of Mey 20, 1943 2/ It has been
mentioned that while the cartels were not allowed to engage
in administrative function, the Groups were forbidden in mar-
keting activities, This prohibition has fallen and the groups
have assumed the functions of the dlgsolved cartels unless
cartele were incorporated into bigzer ones. 3/ The
distinction between cartels and groups has thus practically
come to an end. As a consequence of the changed relation
between Group and Cartel, all cartels, e.g., in the clothing
industry have been merged with the Hconomic Group¥Clothing

1/ Heue Zuercher leitung February 4, 1943,

2/ TFrankfurter Zeitung August 22, 1943.

3/ ZFrankfurier Zeltung
July 5L, 1943 P.12.

‘March 21, 1943 end News Digest No. 1200

B
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Industry® so that the function of the 29 clothing industry
cartels are now exercised by the Economic Group end its
Trade and Sub-Trade Groups., 1/ Minister Funk has expressed
the aim of the’ reform in the following way.

"The possibility shall be opened to transfer to
the organizations of the economy (that is the Groups) =nd
to the marketing organizations (that is the cartels) funct-
ions derived from the Warenverkehrs Verordnung namely as Bewirt-
schaftunggstellen of the National Commissioners." 2/

It means that the approximation in the status of cartels and
Groups has made it possible to delegate to both organs func-
tions concerned with the planning of production and raw
material control,

These functions will be discussed below, 3/

B, Heichsvereinigungen

The merger between cartel and @roup is fully realized
in the Reichsvereinigung_e_n_,'which may best be designated as
compul sory national peak cartels, covering whole industries.
The following have been created:

(1) The National Association Coal, directed by Paunl
Pleiger of the Goring combine who is appointed directly by
Goring. He is assisted by a supervisory board consisting
of 13 members = 8 from coal mining, 1 from the free coal
trade, 1 from the captive coal trade and 2 Lebor Front repre-
sentatives, The major function of the Reichs- '
vereinigung Coal is to increase productivity, to control
distribution and transportation; it executes all government

1] TFrenkfurter Zeitung August 14, 1943,

2/ ZEuropsksbel January 8, 1943,
3/ rp. 135134



measures in the field of coal mining, and it is the main
agency for concluding internstional agreements im the field
of coal, 1/ : o

(2) The Reichsvereinigung Iron is directsd by the Saar
industrialist Hermann Eoechling. He is assisted by a couneil
composed of the most importent steel industrialists and by
. an administrative council where a lesser number of industria-
lists are represented. 2/ The Relchsvereinigung Iron hag
-also the task of rationalizing and increasing produetion.

It also establishes the plens for production and for raw
-material allocation and for imports and exports, of irom,
steel, scrap, etc. It is engaged in planning the transpore
tation of its products. It supervises the existing steel.
cartelss it regulates prices, settles disputes between members
and decides upon the closing down of superfluous enterprises
in its field. In order to further technological developments
the Reichsvereinieunz has abolished the so-called "plant
secrets” so as to make technological experiences of one
member accessible to all other members. The president of the
Reichsvereingung can also request employees of any member

to takte up work for specific purposes in any one plant of
another member. 3/ The Reichgvereinigung Iron is apparently

the only one which has branch offices (Aussenstellen). Five
"guch branch offices exist, nemelys Northwest at Dusseldori,
Southwest at Sasrbrucken, Middle Germeny at Berlin, Upper
Silesia at Glelwitz, and Southeast at Viemns 4/ and in the
Protectorate. The establishment of the Reichsvereinigung
Iron hasg lefl to a re-orgenization of the existing steel
cartels. The old Rphstahlcoemeinschaft has been dissolved
and a new cartel called Ziger und Stahlwerksgemeinschaft in
der Relchsvereinigsung Bisen (Iron and Steel Community within
the Heichsvereinigung irom - BSGE.) has been established, and
the president of the Mannesmen combine, Wilhelm Zangen, who
is also the leader of the Hational Group Industry, has been
put in charge. .

- (3) ﬁeichsvei‘eini@;ng Chemical Fibers is controlled by
Dr. B, H. Vits, president of the Vereinigte Glanzstoffwerke.

<

See Changes in Germany's Industrial Orzanization, 1941 to 1942,
BEVW document Fos EP6, October 30, 1942: and the article by
Franz Kluge in Die Deutsche Volkswirtschaft, 1942, No. 17,
See for the composition National-Zeitung, August 14, 1942,

and for changes in the composition Xolnische Zeitung, April 3,
1943,

Muelhaeuser Tagblatt, June 9, 1942, Microfilm No, 68.

Xolnische Zeiﬂ%, Janvary 10, 1943,
Deutgsche Bergwerkezeitune August 17, 1943.
Bee above p. B7 ‘

v,

telolele

-
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He is assisted by a vresidenty ! of 8 members, This
Reichgvereinisung is a holding cartel" r the existing cartels.
in the field of rayon and cellulose wool fibers. It regulates
the merketing and standardization of products, is engaged in
price control and concludes international agreem’ents.

(4) The Beichsvereinigung Bastfiwern (Hemp) is directed
by Dr. Gruber. It has functions similar to that of the
Reichsvereinigung Chemical Fibers,

(5) The Reichsvereinigung Textile Processing is different
from the previous ones in thzt the control of the Minister
of Economics over it is weskest. Its primary aim is the
rationalization of the cartel gystem in the textile finishing
branch, especially the amalgamation of existing cartels, a
. tagk which has been successfully carried out by this Reichs-

vereinicung, N

(6) Apart from these five German Reichsvereinigungen
. there have been established a number of similar organizations
vhich, though not having the name Relchsvereinigung, have
for all practical purposes identical functions. Ve may men-
tion the Associstion of Germen Wire Rope Works effective as
of January 1, 1943, the Association I Forestry for the purpose
of promoting the mechanization and the better exploitation
of the material, the Gemeinschaft Shoes, and similar organi-
zations,

The Reichsvereinigungen fulfill a number of functions.
They are like cartels in that they engege in the regulation of
moriketing conditions. They are to some extent raw material
allocation agencies and tlus have taken over some of the func-
tions of the Reichsstellen, (the National Boards for Raw
Material Control). They have also assumed the functions of Groups in
that they control the cartels below them. And they are finally
agencies for the allocation of orders, especially of government
orders, among their members.

(7) The Beichsvereinigungen constitute thus the culmination
of five trends that have become apparent in the German econ-
onmy since 1939, namely:

a. bto integrate an excessive number of cartels in any
one industrial branch into a national holding or peak certel,
thet ig, doing awsy with over-cartelization;




b. to create national cartels in such branches
where free cartelization was found to be lagging, that is,
to do away with under-cartelization;

ce to transfer raw material control to the cartels;
d. to utilize the cartel for community productionl/

e. to integrate the cartel and the Group.

1/ See above p.8l.
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The functions of the various Reichsvereini

en may

schematically presented in the following way 1/ .

Coal Iron
1, Rationalization 1. A11 tesks in the field
2. Improvement of social of the Iron Economy
conditions 2. Rationslization
3. Control qf distribution 3. Establighment of plans fprt
4, Settlement of disputes production
between syndicates raw material supply
5. Regional orgenization import
of coal distribution export and the exe-
6. Planning of transportstion cation and supervision.
for solid fuels ' 4, Technological improvements,
7. Cooperation with all large 5. Plenning and allocation
scale projects baged on raw materials, fuel and -
coal. serap
8. Statistica of consumption 6. Planning of transportation
9. Supervision of security 7. Regulation of marketing
measures cartel agreements
10. Support of Govermment 8. Price questions.
at the conclusion of trade 9, Settlement of disputes
treaties. : between members
11, Execution of such treaties 10. Supervision and securing
12, Conclusion of agreements of raw material alloesation
with coel producers of the 11, Simplification of organi-
countries " gzational structure.
12,

St dowms.

1] from Die Deutsche Volkswirtschaft 1942 Nos 17..
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Chemical Fibers - Hemp
1. Control of marketing l. Control of Marketing
- 2, Establishment of plams for 2. Planning of
production and imports - production
3. Control of domestic sale gale
and exports storage
4., Agreements with enterprises processing ete.
interested in chemical fibers 3. Regulation of marketing.
5. Agreements with foreign 4, Imposition of duties
producers. 5. to surrender, accept
6. Promotion of chemical and store hemp.
: fibers abroad 5. Bationalization
7. Price questions 6. Technological progress
8. HRationalization in con=- ~ 7, Shutting down with
. Junction with the Groups indemnification
9, Exchenge of experiences - 8., Price fixing including
10, Settlement of disputes trade margins and sales
between members. a2nd price conditions
9. Levying of impositions
upon members.,
. Agrements with foreign
producers.
Textile Finishing
1. Improvement of efficiency of plants
2. Imposition of duties regarding production
3. Regulations regarding the utilization of plants
4. COreation of compulsory cartels
5. Shtting down with the consent of the groups
6. Directives concerning the execution of orders
7. Agreements with prime contractors
8. Patent and licensing agreements in conjunction with .groups
9, Estimating directives
10, Control of marketing
11, Price fixing and regulation of sales condition
12, Settlements : .
13, Agreements with foreign producers with the consent of

the Ministrr of Economies,

34-68284ABCD
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III. Orgens Coordinating Government, Business, and Party

Organizat ions.

The primary problem in every modern economy is the co-
ordination and integration of the work of the various agencies
exercising economic znd social controls in the policy making
and policy executing levels. This chapter is divided into
the coordination of government, business and Party agencies
on the national and on the regional level.

A. Coordination on the National Level. Very little

is gained by Jjust asserting that Hitler is the supreme leader
and that consequently he himself settles the disputes between
the various national agencies and integrates their work. It
is well known that Bitler is utterly uninterested in econoriic
problems and leaves the whole field of economic organization
to his subordinates. But even if he were to have a profound
interest in these problems, he would be unsble to cope with
them due to the enormous complexity of political and adminis-
trative decisions,

1. Equally insccurate is a similar view of Goring, the
chief of the Germen war economy, and Hitler's deputy for the
execution of the Four Year Plen, It is certainly true that

-meny of the fundomental decisions are made by Goring, but it
would be an impossibility for any single man to hope really

to integrate the enormous machinery engaged in economic adminig-
tration. Legally, the supreme organ is the Ministerial Council
for the Defense of the Reich (Ministerrat fuer die Reichsverteid-
igung) formed out of the National Council for the Defense of

the Reich (Reichsverteidigungsrat). Nothing is known sbout

the composition and the jurisdiction of the latter, y g0 that

we may os well forget about the National Council, The Ministerial
Council, created on August 30, 1939 is composed of: :

Goerig as head, deputizing for the Fuehrer
Keitel the chief of the supreme command of the
. armed forces. |

1/ TFrenkfurter Zeitung, January 1, 1941 admits it.
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!Ef?ﬂvi?mﬁg.
Ghilieennp

Himmler as commissioner general for administration
minister of the interior) 1/

Funk as commissioner general for the economy

(minister of economics)

Lammers the director of the federal chancellery
who mansges the husiness of the ministerial
council)

Sormen chief of Party Chaancellory

The ainisterial council is the normal legislator for the time

being. Between Goering and the aforementioned ministites in the
economic sphere Funk is now interposed as coumissioner general,

Just as Himmler is over the ministries of interior, justice, churches,
culture, etce

There 1s very little evidance to bhe effect that Fhe Minister-
ial Council for the Defense of the Reich is really the agency in which
conflicts between the various organs are settled, It is remarkable
that the most importent minisiry - the Ministry of Armament and
Munitions - 1s not represented in the Council, Secoridly there is
very little evideace to the effect that meetings of the Ministerial
Council are really held, It muet be ascumed that legislation to be
passed by the Ministerial Council is the result of compromises
between the various economic chiefs, and that the draft bill is merely
sent {o the members of the Council for thett signatures.

1¢ may thus be assumed that the major economy problem, namely

the reconciliation of the military and civilien requirements, is made

by en agreement between Funk and Speer-Funk acting as the responsible
officiel for the civilien sector of the economy, Speer acting as khe
responsible official for the military sector, Should they fail to
2gree on a fundemental policy, the issue mny be carried to Goering

as chalrman of the Ministerial Couricil and as chief of the entire war
econony. We can thus say that on the national level the integration
of government, Party and business organs is not institutionalized,
that no supreme orgsn exists which gives orders to the various chisfs
in question but that decisions are reached rather by agreements
between the various chiefs who havs to settle their own conflicts
among themselves,

34-68384ABCD
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B. Coordination on the Regional Level.

1. The War Economy Decree of 1939 created FTueh-
rungsstaebe der Virtschafts at the seats of the provincial
presidents. The leadership staffs had no executive machinerys
its members utilized the Regional Economic Offices. They
were, however, entitled to give orders to the following
regional (and their subordinate local) organss

1. The Regional Economic Office, Timber Offices,
Regional Food Offices. '

2., Regional Labor Exchanges

3. Economic Chsmbers

4, Regional Groups and Guild Associations

5. Landesfinenzaemter

6. Regional Peasant Organizations.

These leadership staffs of the economy were merely

~debating clubs of the various regional chiefs without exe-

cutive anthority.

There has never been a report indicating that they actusally
operated but there are a number of reports showing considerable
skepticism as to the effectiveness of the coordination on ’
the regional level.

: 2. YNor did the institution of the original Reichs-
verteidigungskommisgsare (¥ational Defense Commigsars) sppointed
by the Ministerial Council by a decree of September 22, 1939
slleviate.matters. The 18 Nationzl Defense Commissars were
assisted by National Defense Committees composed of the Reich
Governors, provincial presidents, the Ganleiter, the High S8
and Police Leasders, the presidents of the labor exchanges, the
trustees of labor and so on. ‘“The reason for the inefficiency
of the setup on the regional level was conditioned by the
differences in the rezionsl units of the several administrative
functions., The Wehrkreis, the Prussian Province, the Party
Gau, the Economic Chamber, the Regional Labor Exchange, the
District of the National Trustees of Labor - each differed
from the rest in boundaries and size.

In ordér finelly to bring about a complete coordination
of the economic controls on the regional level, the following
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steps have been taken, some of them have been already
discussed, The inatitution of the Gan Economic Chembers
adjusted the regional organizatton of business to the
Party Gau.

20 Wirtschaft‘s'bezirke (Beonomic Districts) were estab-
lished which as a rule coincide with the Party Gem,
though each of elzht Economic Diastricts includes two
or three Gaue.

22 Economic Districts are identical with the correspon-~
ding Gaue;

5 Economic Digtricts cover two Gaues

2 Economic Districts cover 3 Gaue;

1 Economic Digtrict covers 4 Gaue.

The organization of the Regional Economic Offices,
Regional Food Offices, Timber and Torestry Offices, Regional
Lebor Exchanees, National Trustees of Labor has been adjusted
to these new economic districts or is in the process of being
adjusted to them.

3. By a decree of September 17, 1942, a coordination
of the military sector of the economy was achieved. 42 Reg-
ional Armement Commigsions (Ruestungsicommigsionen)were estab-
1ished. They are composed as follows!

a. The Armement Inspector (Buestungsinspelcteur)
of the Munitions Ministry, the real representative of the
interests of war production in the regional area., He is an
army englineer and the chairman of the armement commission.
There axe also the Wehrwirtschaftsinsnekteur (War Economy
Inspector) and the Vehrkreisbesuftragter (Army District De-
puty) representing both the Vehrwirtschaftsamt and the

Ministry of Munitions. At a2ll events, both the Supreme Commend

of the Wehrmacht and the Ministry of Munitions are amply
represented,

b. The Armament Chairman (Ruestungsobmann) repre=
senting the Main Committees of experts and the lndustrial
Rings. Ee controls the chairmen of the other committees of
experts and rings in his district (Bezirksobmaenner).

24-068284ABCD
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c. The president of the Regional Labor Exchange
(Lendesarbeitsamt), operatlng under the euthorlty of the
Ministry of Labor.

d. The president 6f ‘the Regional Eéonomié Office
(Lendeswirtschaftsamt), ogerating under the authority of the.
Minister of Economics.

e, The president of the Gau Econémic Chember
(Geuwirtschaftsksmmer) and the economic adviser (Gauwirt-
schaftsberater) of the Party Gau.

f. The Gauleiter as Sauckel's representative. for
labor supply. ’

g. Whenever the need arises the chairmsn of the
armament commission mey call in other officials such as the
pregsidents of the regional railwey administration and the -
managers or leaders of the reglonal organizations of industry
proper.

These armament commissions have complete authority over
all the five agencies that are represented in them. By appoint-
ing the chairmen of these commissions, the Minister of Muni-
tions can impose his will on gll the regionsl agencies involved
in the execution of the war production program. Should an
order of the armament commission conflict with policies estab-
lished by other ministries, the regiomal office affected by
such an order may appeal to the Minister of Munitions, who
has the right of decision after consultation with the ministry
to which such a regionsl office belongs. Such en appesl,
however, cannot postpone the execution of the order. The
Armament Commissions therefore represent the coordination of
all economic agencies for the military sector of the- economy
on the regional level. . ,

Originally established for thé’42 Party Géﬁe, the Armament
Commissions have now been transferred to the 30 Economic
Districts.

A. By é decree of November 16, 1942, issued by the
Ministerial Council for the Defense of the Reich 1/ the 48

i/ See Kolnigche Zeitung, January 6, 1943 and ‘Janu'ary 20, 1943.




Gauleiter were made Hationsl Defenge Commigsars for their
districts. Their function as defense commissars is to inter-
grate all agencies engaged in civilian administrstion snd in
economic controls. The National Defense Commissars do not
themselves administer but act as political commissars over
the existing adminigtrative agencies. They are organs of

the Ministerial Council for the Defense of the Reich. Full
authority for regionel coordination was vested in them by

the Decree of January 24, 1943. They now coordinste the fol-
lowing sctivities on the regional level. On the Gau level:

They themselves act as Gau Labor Supply Commissars, and
Gau Housing Commissars.

They coordinate the Gau Fconomic Chembers, the Gau
Economic Advisors of the Party and the Gsu Administrators
of the Labor Front (Gauwalter).

On the level of the fiirtscheftsbezirke, they inspect

the Regional Economic Offices
the Regionel Lab or Exchsanges
the Reich Trustees of Labor
the Regional Food Offices
the Timber and Forest Offices

the Deputies for Urbsn and Suburban
Transportation (Nahverkehrsbevollmachtigte)

fhe Price Supervising Offices.

In order to achieve & coordination with the military
sector on the regional level, the armament lnspectors and
the Wehrkreis deputies of the Ministry for Armament and
Munitions are affiliated. The National Defense Committees
and the Leadership Staffs of the economy are abolished 1/and

1/ The Leadership Staffs have been abollshed by a decree of

Msy 4, 1943 (RGBL I, p. 288) see Berliner Boersenzeitung

Mey 12, 1943. The decree is issued by the Commissioner Genersal
for the Administration of the Reich (Frick) with the consent of
the Four Year Plan Delegate, the Leader of the Party Chencellery
and the Chief' of the Supreme Command of the Armed Forces.

% . iy ("ﬂ
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friegswirtschaftsstaebe (War Economy Steffs) are established
for each Gau, in which the Chiefs of the above mentioned
agencies are represented under the chairmenship of the Nat-
ional Defense Commissar.

Formally, the Kriegswirtschaftsstaebe are superior to
the Armement Commission - but the Frankfurter Zeitung 1/
insists that"™ the center of priority for the regulation of
production has shifted to the trade assoclstions" (The
Groups and Reichsvereinigungen). Since there are only 30
economic districts but 42 Gaue, several undivided Gaue comprise
one Wirtschaftsbezirk. A leading Geauleiter is appointed in
these cases for the several Gaue in one Wirtschaftsbezirk.

The following chart will mske clear the regional¥
coordination between government, business and Party organs.

1/ May 20, 1943
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Cgvi;;én Seetor

National Defense Commissars (42)
(Gauleiter) assisted by
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Regional Cooperation between Government, Business and Party Orgsns
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ZGauleiter§ S’fzij,——”’/
Gau Economic Chamber
zBusineSSmenj S’fzﬁ,//”//’
Geu Economic Adviser )
‘ZBusinessmens

Gau Housing Commissars (42)
iGaulelterj _
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Civil Servantss
Netionel Trustees of Labor(BO)
(Civil Servants
‘Landes Food Offices (30)
(Senior Presidents, Reich
: Governors, etc. 5
Timber and Forest Offices (30%)
rggﬁlor Presidents, Reich
Governors, etec. 5
NahverkehrsbeyollmBchtigte (30)
Senior Presidents, Reich
Governors, etc. 5
Price Supervising Offices (30%)
(Senior Presidents, Reich
Governors, etc.s

! Egndes ;conomic Of;ice ‘Lé\\\\N
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Chairmen:

~Armament Inspectors (17?)
zofflcer - engineers)
~Wehrkreisbesuftragte of the

Hinistry for Armaments and
Munitions (177

nrmament Chairmen of the

Committees and Rings (42)
ZEngineers of prlvate

concerns)
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B. Methods of Controls end Zconomic Policies.

‘The basic aim of Nazi government was, and is, of course,
to get the utmost out of the productive apparatus, that is
to achieve the maximum result with the least effort of labor,
raw materials, and machinery.

Ag a consequence a number of problems arigse which we
cannot hope fully to discuss here. The following major
problems, however, deserve close study, namely; the rationa-
lization of the productive machinery, the control over invest-

- ments, the allocation of raw material, and the control of prices.

I. Rationalization. (Rationalisierung.)

Pive different problems are usually encompassed by
the term Y"rationaslization", a term of which the Germans are
very fond. It meanss

a. sclentific management in factories;

"b. the simplification of social and economic controls;
¢. the installation of labor-saving devices; »
d. the standardization of commodities;

e. the physical concentration of plants, that is

transfer of quotas from lass efficient to more
‘efficlent plants,

1. Within these five categories two different types

- of rationalization must be distinguished. We might call them:

1 = inner-entrepreneurial, and ,
2 - supra-entrepreneurial rationallization.

The first is confined‘to one specific plant, ‘enterpriee
or combine, and 1s usually the outcome of competitive .compulsion.

It is, thus, unplanned; that is, it is carried out, or not
earried out, according to the demands of competition. Con-

siderations for the whole of the economy do not enter into

‘sach rationalization policles. Inner-entrepreneurial ratione~
lization, is stimlated by the regimentation of the Nazi economy.
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Rigid price control, i.e. the lowering of cartel prices,
compels the enterprises to increase their profits by ration-
elization., Scarcity of raw msterials compels the elimination
of waste. Scarcity of lsbor is probably the greatest stimu-
lus to scientific menagement and the installation of labor-
saving devices. We need hardly add that by this very token,
centralization and concentration is furthered. The capital
requirements for installing labor-saving devices tend to
incresse, so that only rich enterprises can afford to do

so and, smong them, vertical combines are still in the most

~ favorable position to do so.

While this aspect of rationalizstion presents no new
problems, it 1s the second, the supra-entrepreneurial one
which has come to the fore under Nazism.

2., We need hardly discuss the elaboration of common
principles of celculation and accounting. We have already
discussed the functions of the cartels as agents of rationali-
zation.

.3, Supra-entrepreneurial rationalization of pro-
duction and distribution, encounters, however, serious ob-
stacles, unless the control of business is totel. Supra-
entrepreneurial rationelizaetion, that is rationalization of
a whole branch of industry or of the whole industrial spparatus,
would have been inconceiveble in the Weimar Republic. Let
us assume that a democratic government took the view that the
automobile industry produced tco many types of cars, thet
the number of types ought to be reducei end thet each plant
ought to manufacture only one or two specific types. That
would heve remained merely & pious wish. No automobile
manufacturer could and would have done it. He hLad no guarantee
that the others would fulfill their obligation, he had no
surety that an outsider might not take up the production of
a type prohibited to him. In short, the risks involved in
supra-entrepreneurisl rationalizstion were much too high.

'They’will disappear under two conditionss

1 - When the business organizations are absolutely
stable snd -that nobody can leave them;

2 - When no outsider may thresten the once-made
retionalization agreement.

34-88384ARCD
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Both conditions have been fulfilled by National
Socialism. The Compulsory Cartel Act, compulsory
membership to the Groups, and the lesdership principle
have created that security under which monopolles could
come to such agreements.

be The task of supra-entrepreneurial rationali=
zgtion rests with a number of agencies,; amoung them the Four
Year Plen office, G8ring has made Funk €ommissioner General
for Retionslization -1/- merely a formal appointment, Funk

" has transferred these powers to W. Zangen, leader of the

National Group Industry. The real power to rationalize lies
with the Commissioner General, who up to the end of 1941 have
rationalized the following mdustrlal branchess

Motor Vehicles (pessenger
and truck)

Motor Vehicle parts

Ships for Inland Navigation

Radio

Building Construction
Machines

Scythes

Printing

Butcher Machines

Agricultural implements

Pipe~-Connection Pleces

Dredges

A discussion of the work of Commissioner‘Gene:als.mqj_ .
illuminate the methods. By decree of March 2, 1939,2/ G8riag.

. appointed a Commissioner General (Generalbevollmiichtigte

for the production of motor vehicles, who is authorized to
fix the number of types to be produced and te allocate speci-
fic types to specific factories.

un March 15, 1939, the first executive'decree of the
general deputy was published.3/ It established five types

1/ On December 14, 1934, see Frankfurter Zeitun g Feoraary 19,
1939.

2/ QaBL. I, 386.
3/ M8lders, Vol I, Group 2, pp. 17-22 and Deutscher Reichs~

angeiger, Nr. 66 of March 18, 1939, in connection with Nr. 303,
December 28, 1939.
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of passenger cers, end five types of trucks, end then
allocated specific types to the various factories. Similar
arrengements are made for motorcycles. The Commissioner
General for Machine Construction, Karl Lange, has done the
same in regard to dredges. By Lis decree of July 25, 1941,1/
he established only four types of dredges, with 0.4; 0.6;

1.0 and 1.5 cubic meter contents. 2/

5. Other equelly important agencies for rationali-
zation are the Reichsstellen, the Nationsl Boards for Raw
Material Control, which will be discussed in Jetzil in &
subsequent chapter. The Reichsstellen hzve enacted in innum-
erable cases prohibitions and orders. The use of certain
materials or the manufacture of certain goods was prohibited
or manufacturers were ordered to use certsin materisl end
certain compositions. Analyses of their rulings would go
far beyond our discussion.

6. In 1921 private combines and the government es-
tablished the Reichgkurstorium fuer Wirtgch hkeit, the
National Board for Efficiency, to promote rationalization
and to advise business how best to carry out rationslization
measures, 3/ The various trade associations within the vari-
ous pesk associstions established a number of Normenausschuesse,

1/ Reichssnzeiger No. 171 of July 25, 1941 end Frankfurter

Zeitung, July 30, 1941.

27 "Gelenkte Technik," Frankfurter Zeitung, May 31, 1941, -
a report on Lange's work. Other reports are Helmut Zorm.
"Reichskuratorium f#r Wirtschaftlichkeit™; "Die sozialen
Auswirkungen der Retlonalisierung" in Soziale Praxis, 1941
(Vol. 50), No. 13, pp. 509; "zu Tage des Einheltsschiffbaues"
in Der Vierishresplan, 1941 (Vol. 5), No. 11, p. 610; Georg
Seebauer, "Leistungssteigerung durch Rationalisierung" in
Der Vierjehresplan, 1938 (Vol. 2), No. 9, p. 523; "Vollmechani-
sierung im Kohlenbergbeu" in Frankfurter Zeitung, June 12,
1941, a report on the iron miner. The article shows how
rationalization furthers centralization.

3/ See its Handbuch der Retionalisierung, Second Editlon.
Berlin, 1930.
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standardizetion committees, which from time to time
recommended to their members specific meaeures regarding
scientific management, labor-saving devices, and the stande
ardization of goods,

All economic, and many of the trade and sub-trade groups
now possess such standardization committees which continue
to work in this direction., Their recommendations, however,
could not be translated into legislation until, in 1939, the

. Minister of Economics enacted a decree authorizing him to

declare the recommendations of the standardization committees
valid for all producers, wholesalers, and retailers, 1/ As

a consequence, & lsrge number of such decrees have been
issued by the Minister of Economics affecting the tensile
strength of ysrns, the color snd composition of textile
fibers and cloth, the size of films, the strength of hard-
ware, and so on, There is hardly a field, especially in

the civilian sector of the economy, which has not been affec-
ted by the stendaerdization committeaes of the Groups.

7. The most important single agency today for the
rationalization of combat material and related commodities
are the Main Committees and Industrial Rings discussed above,
One can say today thet the mein committees end rings have
assumed exclusive responsibility for the stendardization of
commodities in the militery sector of the economy., The
relation between the Groups and the Committees and Rings has
been defined as follows: the Groups are primarily concerned
with administretion while the Committees and Rings are pri-
marily concerned with standardization and rationalization,
They are thus celled "the technicel hand of industry. "2/ The
Committees and Rings have also responsibility for the conw
centration of production in moré efficient plants. 3/

In recent months, the connection between the Groups and
the Committees has become closer in that a personal union

1/ Decree of September 8, 1939 see IN Mittei lungen Vol, 23,
1940 No, 27.
2/ Frenkfurter Ze December 20, 1942,

3/ Kolnische Zeitung, March 17, 1943,
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has been setablished between the laaders of some Committees
and of gome Groups.

8. Since the foundation of the five Heichsvereini-
Zungen these national associations have become very important
in the field of rationalization.

9. Within the whole sphere of rationalization the
concentration of plants, the closing of inefficient factories
and the transfer of their machinery and quotas to more
efficient plants plays the most important role and there-
fore deserves specisl mention., Two aspects must be distine-
guished in thie field, Concentration has been going on in
German industry for many decades and has taken & very rapid
turn under National Socialism, This concentration is the
outcome of ths structure of the Germen economy and is not
the result of orders imnosed upon the economy by the German
government. This aspect of the concentration process cannot
be discussed here,

a, There are industries, like the textile industry
where mere closing down does not lead very far because of the
absence of large scele industrial plante, In such cases,
the full utiligation of existing plants, even of small ones,
is of utmost significence, To achieve this purpose, the
productivity of the smaller plants hss to be improved. One
of the means to0 achieve this was the establishment of Leit-
betriebe," model factories; - namely, those factories whose
output exceeds that of their competitors. The model factories
are compelled to assist the other plents by giving them
technical sdvice and making accesible to them technological
achievements., In return, the model factories obtain pre-
ferential treatment in regard to supply with raw materials,
machines and labor 1/

¥We shall discuss only the sum total of those government
measures which demand the closing down of inefficient and the
corresponding expansion of more efficlent factories, The
following distinctions have to be made:

b. The compulsory cartel act of July 15, 1933
vested in the Minister of Economics the power to establish

1/ Die Deutsche Volkswirtscheft 1943 No, 21, p. 642,
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compulsory cartels, to compel outsiders to join existing
cartels to prohibit the esteblishment of new factories

or the extension of existing ones and to regulate generally
the cepacity of industrial establishments, On the basis

of this compulsory cartel act, the Minister of Economicse has
enacted hundreds of regulations prohibiting the extension
of existing enterprises and thereby indirectly compelling
the trensfer of plents from one to another, We may say =
and Nazi economists 4o not deny it - that every government
measure has favored concentrstion of plants and the closing
down of inefficient plants. 1/

The following direct messures for the eliminstion of
inefficient plants have been taken:

c. For handicreft, the decree of February 22, 1939, 2/
for the execution of the Four Year Plan in the sphere of
hendieraft, and for retail ,the decree of March 16, 1939, 3/
for the purification of the retail trade are of significence,
The aim of the two decrees is to gain labor power and to
801idify the position of the "healthy" entrepreneur by pur-
ging the "unhealthy" ones. The retail purge is carried out
by the Economic Group in conjunction with the local Party
leader, the local labor exchenge and the trustee of labor,

The handicraft purge is executed by the Chsmber of Handicraft,
now the Department "Handicraft" in the Geu Economic Chember 4/,

1/ Leonhard Miksch, "Der Grossbetrieb im Vormarsch" in Die
Wirtschaftskurve, 1941, No, 3, pp. 175-187 and A, Gurlsnd,

0. Kirchheimer, and ¥, Neumann, The Fate of Smgll Business in
Nezi Germany (United States Senate Committee to Study Problems
of American Small Business), Government Printing Office, 1943,
2/ Der Vierjahresplen, 1939, No, 3.

3/ Sozisle Praxis, 1939, p. 403.

4/ On the results see the above mentioned Senate study and

F, Neumenn, Behemoth, pp. 282-284
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The decrees have subsequently been strengthened. A decree
of the Minister of Ecomomics, for instance, of December 23,
1939.1/ ordered the Economic Groups o purge all those .
retailers whose yearly turnover has,- since 1937 not ex- .
ceeded 12,000 Marks, The purged retailers and handicrafts
men do not. obtain eny compensation for the loss of pro-
perty thus suffered, i Lo

Sharplv distinguished from these decrees under the ¢ -
Four Year Plan are the decrees. closing hendicrzft and retail v
shops issued under the Labor Mobilization Decree of January . -
27, 1943. 1In this case, the execution of the decree rests. .. ..
with the Nationel Defense Commissars, thet is the Gauleiters,
who. order the Economic Groups to make proposals and who
execute the proposels or amend them according to their . ..
discretion, The main purpose of the labor mobilization de~
cree of 1943 1s to win additional labor supply. -There.is .-
a sharp difference between the above mentioned messures of.:;
1939 and .those of 1943. . The 1939 messures aim at. excluuing
the purged reteiler and handicraft men -definitely. from. .
economic 1life.  The labor mobilization act,: however, (so at
least official statements maintain 2 is merely a. temporary
measure, The retailers, whglesalers and: hendicraft men ...
purged. under the decree of 19391have@beenepromigedgrestituf .
tion of their businesses after the durstion, lLegal enactments .
therefore provide that the firm name- should not  disappear, : ..
While the purge of 1939 did not provide support (some kind of -
Gemeingcheftghilfe or mutual aid) for the closed-down re- . ...
tailers and hendicreft men, the labor mobilization act of
1943 and executive decrees do provide for ‘such assistance,

~d. The labor mobilization act of 1943 does not
affect industry proper because the process of industrial
concentration hes been much more severe than: that of trade:
and: hendicraft concentration, It had sterted with vigor in .. -
the spring of 1942 when the reorganization of the German - -
economy was undertaken, g/ The: procedure for :the. closing dnwn.u

1/ _p.ai.als._l.’_x:g;x_iL 1940, p. 126.

2/ Chenges in German Indgstrial Orgégizagiog 1941-1942
BEW EP6, pp. 17-23,
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of industrial plsnts is as follows! 1/ The new regulations
of March 1943 affect all industrial enterprises except those
directly engaged in armament production. According to this
decree, it is the Rejchgatgllen, the National Boards for
Raw Material Control, that work out the plans for closing
down and concentration, - Thay issue prohiditiong to produce
and they enact the restrictions on the vroductive libverty
of enterprises, These plang are then handed over to the
Bewirtschaftungs stellen, which are identical with the Econo-
mic or Trade Groups and the function of which will be disw
cussed below, These agencies together with the main Committees,
the regional organization of the Groups, then analyse the

proposals of the Heichsgtellem. The plan of the Reichsstellen -

together with the proposalg 0f the above mentioned agencies
are then handed over to the Ragional Economic Offices and the
Gau economic advisors of the Party, The Regional Economic
Office then convokes & committee meeting which is attended
by ell representatives of business and the government at

the regional level. This comuittee may either approve or
reject the plan of the Balghestellen. If it approves, then
the Land Economic Office issues & closing down order to

the entrepreneur in question who cannot eppeal, If it does
not approve, negotiations have to be opened again in order
to arrive at a final decision. The purged entrepreneur is
entitled to Gemeinschaftghilfe (mutual aid) under the decree
of February 19, 1940, an aesistance which is collected 2nd
administered by the Groups, 2/

In the military sectof of the economy it is the Main
Committees and Industrial Rings which are todey primarily
responsible for the closing down of industrial enterprises,

All the sbove-mentioned agencies surveyed in standar-
dization.have now been integrated into the Deutsches Normenwerk.
“he interests of the various government agencies in this

body are represented by a newly created Ministerialasusschusgs

1/ See Hamburger Fremdenblatt, March 26 and March 28, 1943,
2/ See the above mentioned Senste study on further details
and Frankfurter Zejtung, March 26, 1943, on the amount of
aid so far given,
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fuer Normung und Typung (Ministerial Committee for Standar-
dization and Typization) 1L/

1/ Berliner Boersenzeitunz August 14, 1943,
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11, Raw Material Control end the Plesnning of Production

Introduction: The Stages of Raw Material Control.

Three stages may be distinguished in the history of
raw meterial control in Nazi Germeny. ZBEach of the stages
will be discussed in detail because only such historical
presentation can make the actual operation of the system
understandable, The first stage has been called that of
the "Referenzperioden.” 1/ Its legal basis was the decree
on commodity transactions which emerged from exchange
control end consisted primarily in allowing importers of
raw material to acquire a specific percentage of raw material
that they were previously used to acquire during a certain
base period. (Referenzpericde). In so far raw material control
" was closely tied to exchange control,

The second stage, however, already shows signs of s
production control, Its aim was not so much to conserve
the gold and foreign currsncy holdings of the Reich as to
eccumulate stocks of vitally needed raw materials and to
restrict consumption of raw materials in the civilian sec=
tor., This stoge dates approximately from the beglnning of
1936. It combines a number of features, It introduced
priorities and also imposed upon manufacturers restrictioans
to produce or obligations to produce, This system was
especially elaborated in the iron and steel industry where
the system of control numbers attempted to realize a priw-
ority order which was intended to secure the fulfillment
of certain urgent orders. The Commissioner General for the
Regulation of Building Construction was the first sgent to
allocate quotas for all building msterials by one single agency
and thus te introduce the so-called "global quota" which has
become the standard system after the reform of 1942,

On March 21, 1942 Hitler asked the Minister of Armament
and Munitions to make decisive changes in the system of raw
material allocation by utilizing to & much higher degree

1/ ZFPrankfurter Zeitung, April 28, 1943,
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the organization of the self-government of industry. This
led to a reorganization of raw material control especially
in the iron and steel indusiry by the institution of the
iron checks.

The third stage in raw material control dates from
December 11, 1942. It institutes eo-called Lenkunssbereiche,
"spheres of steering," which no. lonser start from the raw
material but rather from the finished product end thus
vertically organize a system of allocation fully utilizing
the existing orgenizations of business,

A, ZFrom Exchenge Control to Quotag,

Indirect control is one which does not principally aim
at the control of raw material but which is an inevitable
consequence of other measures of regimentation: especially
currency control snd tariffs.

Direct conirol may either affect the external (exports
and imports) or the domestic market, The history of raw
material control as it arose from exchapge coptrol has often
been sketched and it i1s thus not necessary to repeat it here.;j

Exchange control's primery purpose is, of course, to
prevent the flight of capital and thereby unregulated cur-
rency depreciation., The restriction of imports is not its
aim, and sometimes not even itgs necessary consequence, 2/
but it soon went beyond these aims and beceme an instrument
of the preparedness economy,

1. Restrictions on Imports.
The tariff system quite obviously affects importis,

The Act of July 1, 1931 raised tariffs on butter, cream,

1/ League of Nations, Report on Exchange Control, Geneva 1938;
Howard S. Ellis, Exchange Control in Central Europe, Cambridge,
Mass. 1941; Allan Thomas Bonnell, Germsn Control over Inter-
national Bconomic Relationg, Urbana, Ill,, 1940,

2/ Compare Ellis, Op.cit, p. 291 against Leasye of Nationg
Report, p. 26,
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- cheese, bacon and lard. It was allegedly an "educational’
tariff to stimulate the agricultural Vegpdeln_ngirtaqu{;.
(Processing Induatry.) We shall not folléw up the tariff
development, We mention merely the following acts, prior
to Naziam,

1 - Decree of Dec, 1, 1931 (RGBL.) I,
689) ~ empowering the cabinet to change import
tariffs and to negotiate bdilateral trade treaties,

2 —« Decree of Jan, 28, 1932 (RGBL. I, 27)
- empowering the cabinet to raise equalizing tar-

iffs on imports from countries having a devaluated
currency. )

3 - Decree March 9 1932 (RGBL. I, p. 121)
- reenacting and reaffirming Nos, 1 and 2,

4 - Decree of Feb, 29, 1932 (RGBL I,
101) ~ introducing general tariff increases
against countires without a trade agreement
with Germany or discriminating against Germany
(Canada and Poland).

5 - Decree of Sept} 6, 1932 reising tariffs on
certein industrial products. 1/

2, Exchenge Control

It {s eouslly unecessary to study in detail the
check upon imports achieved by exchange control. Up to
the enactment of Schacht's New Plan of 1934, the exchange
control boards did not discriminate against specific com-
modities. Yet, already from 1933 on, the trend to utilize
foreign exchange control as a means of controlling the flow
of imports becomes visible., Howard S, Ellis hasg shown that
as early as 1933 and with certainty from 1935 on, exchange

control was superfluous from the monetary and financial
engle, '

Exchange control started with a series of decrees enacted
between July 15 and August 1, 1931 ,made necessary by the

1/ Bonnell, op, cit., pp. 80-81,
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the outflow of gold from the Reichsbank and the breakdown
of the Darmst#dter und Nationelbapk, K in turn caused by the
bankruptey of the Nordwolle combine of the brothers Lahusen.l/
The verious exchange control measures were codified in the
first full-blown Exchange Control Act of August 1, 1931. 2/
Foreign currency could be scouired only on the basis of

an authorized statement, "a certificate of necessity"

issued by the newly established Foreign Currency Office
(Devisenstelle) and only from an authorized "Devisen" bank.
Permission had to be acquired for the opening of new credits
in Marks to foreigners, for the disposal over Mark accounts
in Germany owned by foreigners end originating before Aug. 4,
1931 and for the transfer of Marks to accounts held with
firms abroad., Concerned only were transactions exceeding
3000 Marks., 3/

It is clear that such wide powers vested in the foreign
currency offices affected deeply the import of commodities
into Germany. While originally the foreign currency offices
were ordered to issue certificates only for vital imports,
this was abandoned (due to a considerable rise in prices),

in favor of allocation for all authentic imports,

The subsequent decrees sought to close the many loop~-
holes which the Act of 1931 still left,

Yet the foreign exchsnge situation of Germany grew
worse, England's departure from the gold standard, the
fact that the standstill agreements covered only half of
the foreign short term debts, the inefficliency of exchenge

1/ RGBL. 1921, I, 365, 366, 369, 373
2/ 1Ibpig. I, 421,
3/ Surveys by Ellis, pp. 166-67; Bonnell, pp. 81-83,



control « this all led to a continued flight of capital and to a
continuous drain on the gold reserve of the Reichsbank., 1/

For 1931, the balance of payments showed an outflow of

RM 3,350,000,000, only partly offset by a favorable trade balance
(plus RM 2, 827 000,000), 2/

In November, 1931 therefore, the first rationing system for
foreign currency was introduced Importers could receive only 75%
of the foreign currency used during the base year July 1, 1930 to
June 30, 1931, The quota was reduced to 55% in April, 1932, and
to 50% in May, 1932, and remained on this level until 1934. This
cutting of the allocation of foreign currency did, of course, not
imply a proportionate cut in imports since, due to the price fall
on the world market, the purchasing power of foreign currency had
considerably increased.

Up to 1934, therefore, no new acts were enacted that affected
raw material imports, since most measures enacted up to that period
concerned assistance to Germany'!s export trade. They fall, therefore,
outside of our discussion. We need only mention that in March 1934,
the foreign currency quota for imports was cut to 45%, in April to
3;%, in May to 25%, in June to 20%, in July to 10% and in August to
5%

That means that the quotas had lost all importance and the
finaneing of imports must be sought in some different sphere - namely
in Germany's foreign trade policy, which we do not discuss here.

But 1f the system of allocating quotas of foreign currency to

German importers became inoperative, another means must be sought

to control imports, Besides, indirect import control through
" foreign exchange control had serious defects for an economy committed
to war. It froze, so to speak, the importers and the kind of imported
commodities, It did not allow any shift in imported commodities,

a shift from the importation of consumption goods to raw materials
vital for the war economy.

Besides, from the point of view of a normal economy, or for
overcoming monetary difficulties, exchange control was unnecessary
from 1933 on, as H. S. Ellis has shown,

1/ Gold Reserve of the Reichsbank (yearly average, millions of
Marks):s 1930 2,446.2; 1931, 1,711.1; 1932, 838,7; 1933, 457.1;
1934, 158.7; 1935, 86, .1; 1936, 69.7, 1937, 68.8 - from Statlstisches
Jahrbuc 1934, Do 339, Ibid 293&‘, % &
27 Ellis, p. 177.

3/ Ibid. p. 183,
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3. From Exchenge Control to Rew Material Control.

The procuring of raw material was no longer left to the
initiative of the individual importer who, for this purpcse, acquired
forelgn currency. The procuring of raw material (and imported
commodities of all kinds) became the primary task of the trade policy,
especially of the bilateral trade agreements. We are not concerned
with the distribution of raw material among German producers.

As to the first problem, only the general framework may be
indicated. The law of April 4, 1933 1/ authorized the Minister of
Economics to negotiate bilateral trade agreements in case of emergency.
The law of Spetember 22, 1933 _2_/ gave the Minigter of Economics the
all-around possibility of fixing quotas. The size of the quota was
determined by the treatment accorded to Germany.

~ Import control becomes thms completely divorced from exchange
control. It is no longer the amount of avallable foreign currency
that determines imports. One could paradoxically say it is the
amount of necessary imports that determines the amount and

charecter of the currency.

This emancipation of raw materizl imports from exchange control,
became visible in the Act of March 23, 1934, 3/ Schacht's new plan.

1/ RGBL I, 162, - Gesetz uber die vorlaufige Anwendung zweiseitiger
Wirtschaftsabkommen mit auslandischen Staaten.

2/ Gesetz zun Schutze der deutschen Warenausfuhr.

3/ Gesetz uber den Verkehr mit industriellen Rohstoffen und y
Halbfabrikaten, Reichsgesetzblatt, 1934, I, 212,
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On its besis elsven. supervisory ‘boards ( gberwachnngsstellen) were estab-
lished:

1. TFor tobacco, in Bremen, August 27, 1934
2. Industrial fats, in Berlin, July 6, 1934
3. Wool and othei , o

animal hair, in Berlin, March 26, 1934
4. Cotton, , ~in Bremen, March 26, 1934
5, Cotton yarn, in Berlin, - - August 17, 1954
6. Bast fibers, in Berlin, ©  March 26, 1934
7.  Hides and skins, ' in Berlin, - April 9, 1934
8. Rubber and asbestos, in Berlin, August 27, 1934
9,  Carbon black, ~ . in Berlin, ‘August 17, 1934
10. Non-precious metals, in Berlin,  March 26, 1934
1l. Iron and steel, , in Berlin, August 13, 1934

On July 3, 1934, a statute was enected that gave the Minister of
Economics the power "io execute all measures within his departmental compe-
tence, which he deems necessary to further the German economy and to prevent
or abolish econcmic damages.”./ On the basis of this empowering Act, the
Minister of Economica issued on September 1934 a decree which became the
basis for the allocation of raw material. 2/’ The decree empowered the Minister.
of Economics to supervise and regulate the Verkehr of commodities, that issall
transactions in commodities, and to issue, especially, rules regarding their
procurement, distribution, storage, sale and consumption. He was also empower-
ed to enact rules for accounting and to establish Supervisory Boards, Ueberwath-
ungs-Stellen, to which he could delegate bis functions.

4, xgg Sgpgrgigg!: Bgard.

: The Suparvisory Boards were juristic persons who have to finance
themselves independently. They were headed by Reich Commissioners (Reichs-
beauftragte) with one or several deputies appointed by the Minister and subject
to his directives. He was advised by a Council (Beirat) which is equally
appointed by the Minister. The councils were, as a rule, composed of the rep-
resentatives of the Groups (economic, trade, sub-trade groups) operating in
the field that came under the supervision of the supervisory board. These often
act as the mediating agency betwe —7n the entrepreneur and the Reich commissioner,
especially in case of conflicts. The supervisory boards were financed by
fees and contributions levied upon the entrepreneurs. They were entitled to
request any kind of info tion on economic activities as provided for in the
decree of July 17, 1925.4/ The decree enacted penal provigions, shifting the

1/ Gesets uber wirtschaftliche Massnahmen, BGBL, I, 565.

2/ Verordnung uber den Warenverkehr, RGBL, L5816,

3/ Molders, Vol. IV, part IV, #iarenverkehrsyer
P. 16 and p. 13,

4/ Verordnung uber die Auskiunftspflicht, BﬁﬁL* I, 725,
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burden of proof from the Minister to the entrepreneur in question. If a
punishable act was committed, a fine up to 300,000 Marks could be levied
upon the entrepreneur, unless he could prove that he had acted with all

necessary care. The Reich commissioners were equally permlitted to levy

fines up to 10,000 Marks, merely by reglstered letter.

The first exeéntive decree of September 4, 1945l/ then brought the
establishment of the Supervisory Boards. The eleven above-mentioned were
all retained but made subject to the Decree of September 4, 1934.

The following new boards were established:

12. Timber, in Berlin ,

13. Horticultural products, beverages and other food,  in Berlin
14. Coal &nd salt, in Berlin .

15. Mineral oil, in Berlin

16. Chemicals, in Berlin

17. ©Silk, artificial silk, clothing and related spheres, in Berlin
18, Furs, in Leipzig

19, Paper, in Berlin

20. Technical products, in Berlin

21. Commodities of various kinds, 1n Berlin

Besides, four existing Reichsstellen under Food Estate were named as
Supervisory Boards namely:

1. Graln, fodder and other agricultural products.
2. Cattle and animal products.

3. Dairy products, oils and fats.

4. Eggs.

The Supervisory Boards changed their names to Reichsgstellen (Reich
Boards), and their number increased to 3l.

5. A Case Study of the Metal and Iron end Steel Industry.

' Let us now try to describe the operation of the Supervisory Boards
at the tim?J7f their esteblishment and then trace the subsequent developments
up to 1941.2 , _

1/ Verordn uber die Errichtung von Ueberwachungsstellen.

g/ For the early stages I used the following material: Heinrich Troeger,
(ed) 1. Die Anordnungen der Ueberwachungsstellen fur die Metsllindustrie;
2. Die Anordnungen der Ueberweshungsstellen fur die Textilindustrie,.
8. Die Anordnungen der Ueberwaschungsstellen fur die Leder, Kautschuk,
Asbest, Russindustrie, Fettversor, Tabakindustrie: three pamphlets of
the Frankfurter Zeitung, 1935; Harold Rasch and Hans Hartenstein, Die neue

Devisengesetzgebung, Berlin, 1935.
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A case study mey be made of the operation of the supervisory board for
the metal industry.

The first task of the supervisory board was the determination of its
Jurisdiction. What are the commodities that come under the power of the
board? The board enswers this que on by referring to the Import Number
of the Statistical Commodity List.l/ It published a list which refers, on
the left side, to the number of the above list and, on the right side
enumerates the commodity that comes under control.

It then proceeded to enact rulings (Anordnungen), which are numbered.
The first ruling of the supervisory board Iron snd Steel of August 21, 1934,
established the duty of all entrepreneurs that produce, process, have in
stock, or trade in, specific commodities mentioned in the ruling to register
with the supervisory boards. The registration is simple. It contains mere-
ly the name and address of the firm, its legal representatives, the kind of
enterprise (mine or steel mlll, etc.) and the commodities thet are produced,
processed, held in stock, or traded with. No quantities or needs are to be
registered. ,

The ruling No. 3 of August 25, 1934, then prohibited the acquisition of
commodities, specifically enumbrated in the ruling, without previous per-
mission of the supervisory board, if obligations arise from the acquisition
the performance of which needs consent of the Devisenstellen. This ruling
is thus outwardly strictly within the requirements of exchange control but
merely vested control in the supervisory boards. Yet the next ruling showed
that the aim is much more far-reaching. :

Ruling No. 4 of September 4, 1934 prohibited the utilization of Gusg-
bruch for the production of pig iron and certain steel products without the
consent of the board. This ruling transcended the aims of exchange control
but did not yet affect the allocation of raw material.

The second step in the rationing system was the registration of stock.
This was enacted by ruling No. § of September 14, 1934 establishing the duty
of entrepreneurs holding stock in commodities mentioned in the ruling to send
monthly stock lists to the supervisory board. Ores, scrap iron, steel and
steel products were affected. '

This registration duty was extended by ruling No. 8 (November §, 1934)
extending 1t to all importers that have, between January 1, 1933 and the day
of the ruling's enactment, imported commodities listed in the ruling.

6. A Case Study of the Non—-Precious Metals Allocation.
The procedure of the Supervisory Board Non-Precious Metals ia almost

, 1/ Einfuhrnummer des Statistischen Warenverzeichnisses.

P 3
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identical-—although the registration duty is far more comprehensive (ruling
No. 1 of May 2, 1934). More numerous were also the restrictions on the use

of non-precious metals, and much more comprehensive. Copper, lead, zinc and
tin came under even stricter control. The number of persons entitled to pre-
duce or trade in non-precious metals was frozen (ruling No. 5§ of July 3, 1984).
Merchants not professionally engaged in this trade before March 29, 1934 could
not take it up without permission of the board. The rulinga further distin-
guished between production for export and domestic needs. The restriction on
the use of non-precious metals was not appliceble to exports (i.e. ruling

No. 13 of September 25, 1934 and October 18, 1934), The ruling dealt very
elaborately with the problem of stocks. Stocks of non-precéssed non-preclous
metals must not exceed the needs for three months production based on the
average production of the first quarter of 1934 (ruling No. 14 of September
25, 1934). The acquisition of non-precious metals was, in consequence, pro-
hibited if the stocks were sufficient (ruling No. 15 October 4, 1934). Hoard-
ing was thus prohibited.

The final step was the issuance of Bedarfsbescheinigungen (certificates
of requirements). Ruling No. 20 (December 8, 1934), was combined with general
restrictions in the use of non-precious metals. The ruling No. 21 of December
12, 1934 (to cite an example) fixed for the first quarter of 1935 the quotas
of non-precious metals that producers could use. Lead, cadmium, copper, copper
alloys, nickel, mercury, zinc and tin were subject to such restrictions. The
growth of armament industry is, however, already apparent in the quotas which,
for some products exceeded the production quota for the first quarter 1934, in

one case by 90%. Every quarter of a year, the Supervisory Board published such
general quota regulations.

These regulations did not sey anything ebout who is to receive raw ma-
terial and this tended to become the decisive problem. The first step in the
solution of this problem was made by the issuing of the above-mentioned
"Bedarfsbescheinigungen" (ruling 20 of December 8, 1984 and announcement No.

4 of the same date). Producers and dealers of non-precious metals could be
supplied only on the basis of Bedarfsbeschein’ issued by the Super-
visors Board. Smaller plants of handicraft and industry with lower needs bad
to apply to their respective Chambers of Handicraft or of Industry and Commerce,
which issued the certificates. Even the supply of non-precious metals within

a vertical combine from one to another corporation was subject to this regu-
lation. '

This ruling, therefore, fully introduces a system of allocation of non-
precious metals. Control of raw materials has thus become organizationally
and functionally independent of exchange control.

L. oM (o
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.~ This situation remeined approximately unchanged up to the outbreak of
the war. Since then the whole structure has been radically revised several
times.

7. GChanges at the Outbreak of. the War. ,
The decree of August 18, 1939 (Reichsanzeiger No. 192; changed
the name of the supervisory boards to Reichsstellen (Reich Boards) and pub-
lished those then in existence. Their number has grown to 28, namely,: -

1. Grain, fodder, etc.

2. Cattle and enimal products

B Dairy products, etc.

4. Eggs ,

Se Timber for import, dissolved and newly cresated,
(September 5, 1939 RGBL, I, 1677.)

6. Horticultural products

7. Wool, etc. )

8. Cotton

9, Cotton yarns, etc. ) Coordinated,
10a Silk, etc. )

10b Clothing )

1l. Hemp )

12. Metal

13. Iron and Steel

14. Industrial Fets

15. Leather

18. Rubber, etc.

17. Carbon black

i8. Mineral 0il

19. Chemistry

20. Coal-Salt

2l. Tobaceco

220 Furs

2%, Paper and Packing

24. Technical Products :
25. Commodities of various kinds
26. Preclous metals

27 Coffee

For the spinning industry (Sg;nnsgggfwirtsggggt) a Speecial Deputy (Sonderbeau-
firagter) was appointed who coordinated the activities of the Reichsstellen

Nos. 7, 8, 10a and 11 and who was entitled to give orders to each of the five

o
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Reich Boards.é/ Three additional Retchstellem have been established.

28. Potash and Salt - September 9, 1939 (Reichsanzeiger No. 211).

29. Stone and earth - September 15, 1939 iReichsanzeigeg (source
not given) No. 216). '

30. Fish - November 18, 1940 (RGBL, I, 1517).

so that the whole number amounted to 31l.

(2) The general laws referring to raw material control were tightened, the
powers vested in the Reich Boards were considerably increased, and the activi-
ties of the Relich Board have extended to the rationing of consumption goods.

The legal basis became the amended Verordnung iiber den Warenverkehr of
August 18, 19392/ which we have already discussed in its previous formulation.
The changes are of no importance.

The power to control consumption, already contained in the above-mentioned
decree on commodity transactions, is then specified in the Verordnun Yber die
Verbrau;hsregelung fur lebenswichtige gewerbliche Erzeugnisse (November 14,
1939.) This decree vested the power to regulate consumption in the Minister
of Economics, the Reich Boards or other appointed agencies and entrusted the
execution to the above-mentioned apparatus, the Economic Food and Timber offi-
ces. It is this decree that introduced the Bezugskarten (Rationing Cards) for
regular needs and the Begugsscheine (Supply Certificates) for general needs.

It is this decree which promulgated the whole basis of the system of ration-
ing of consumption goods. We are not concerned with this aspect.

The last general regulation which myst be mentioned before we discuss the
changes is the decree, of March 4, 1940,4 enacted by authority of the commodity
transaction decree of August 19, 1939, It dealt with the effects of the
attachment of commodities if and where such attachment orders are issued. An
attachment of & commodity lssued by a Reich Board made any legal transaction,
any kind of transaction and physical change, any transportation punishable.

The attachment froze the commodities, so to speak, to the place and condition

1/ Verordnung des RWM of September 3, 1939, uber die Einsetzung eines

Sonderbeauftragten fur die Spinnstoffwirtschaft, Deutscher Reichsanzeiger,
No. 204.

2/ RGBL I, 1430.

3/ BGBL I, 2221 issued on the basis of the commodity transaction decree.

4/ Verordnung uber die Wirkimgen der Beschlagnahme fur die Regelung des
Harenverkehrs, RGBL I, 551.

D
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in which ths& were.l/

8. Iron and Steel Allocation 1938 -~ 1942.
Let us now discuss the operation of a number of typical Reichs-

stellen, Reich Boards, since the outbreak of the war. The Reichsstelle Irom

and Steel has come to divide its rulings into the following categories:

I. Anordnungen (orders): they contain the more general rulings on
rationing and prohibitions of production and use and are published in the

Reichsanzeiger.

II. B An L (E Orders): they contain restrictions on production
of special commodities (not published).

III. Anwelsungen (Directives): they regulate problems connected with
the rationing of products of iron and steel (not published).

IV. Rundschreiben (Circular Letters): to & limited number of entre-
preneurs (not publishedg.

V. Auflagen (Impositions): The imposition of specific conditions
upon specific entreprensurs (not published).

After the outbreak of the war, a complete rationing of scrap iron was
introduced. Enterprises were forpidden to buy scrap on the market. All

mills have to buy scrap from two scrap cartels, according to the territory
in which they were located.

The major function of the Reich Boards was, however, the elaboration
of a quota system that would allow the selection of worthy entrepreneurs,
The first quota’system bf the Reich Board Iron and Steel was introduced in
the Anordnung No. 228/ and elaborated step by step, until the Anweisung No.
254/ codified the whole system. The quota system (Kontingentierungssystem)

1/ Such attachments have been issued with the outbreak of the war for:
I. Agricultural. products

II. Timber

III. Industriel Products, Namely:
Fur .
Leather
Spinning Material
Mineral oil
Rubber
Gold, etc.

2/ Anordnung 42 of 7. IX 89 Reichsanzeiger No. 208, 7. II 39.
3/ Of February 23, 1937 - Reichsanzeiger No. 44, February 23, 1937
4/ Of Janvary 25, 1940, Molders Volume . Part IV Auftragsregelung,

Eisen-und Stahlbewirtschaftudﬁ :ppe”
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is a steering of consumption.

The production of the iron producing industry (steel and rolling mills)
and the product of the foumdries 1is allocated every three months to so-
called Kontingentstragern (quote or claimant agents). The quota agents
have to cover their needs within each quote quarter from the thus allo-
cated*qnota.

. The Minister of Economics, through the Bg;gnggg;gg, therefore ello-
cated quotas to quota agencies out of which the consumers have to cover
their raw materials. The quotas are divided into the following groupst

1. Vbllkont ente -~ full quotas
public -
b) private -
ad a.) Public agencies have to cover thair full needs from this quota.
ad b.) Private firms cover from this quota only their needs for the
maintenance and expansion of plant, not for production.

2. Baukontingente - building quotas
3 Vergbeiter-Kontiggénte - Processor's quotas.

This quota is allocated to the economic and trade groups of the iron pro-
cessing industry and to handicraft. This quota covers:

a) the demand for products of steel mills, rolling mills
and foundries for the purpose of processing and for the maintenance and ex~
pansion of plant and

b) the demand for finished goods, consisting wholly or
partly of iron and steel insofar as the goods are incorporated in another
product manufactured by this plant.

4. U Kontingente - U quotas (self supplying)

5. OSpecial quotas.

This quota system—-which will be explained at once-—1s supplemented by
restrictions on the orders of iron processing manufacturers. Its alm was
to prevent manufecturers of iron processing industry from ordering raw
materials (outpu _/f steel mills, rolling mills, and foundries) exceeding
their capacities.

The Anweisung No. 25 of January 25, 1940 contained, as we already
mentioned, a codification: of the“whole..sys¢#h of rationing, allocations and
priorities, prevailing in the iron and steel industry. It was also appli-
cable to the Protectorate and to Poland.

;/ Anweisung No. 23 Milders Vol. 1I. Part IV. ‘(Anf&ragsregelggg—Eigen—und-
Stehlbauwirtschaftung pp. 12-13. S v



The operation will become clear if part of the quota list is reproduced.

Quota ota Agent Quota Number
1. NSDAP : Reichszentrale fur dle P.V.

Durchfuhrung des Vierjah-
respleneg bei der NSDAP

2. ARMED FORCES Supreme Command of the
: Armed Forces Wehrwirtschafis-
und Rustunggamt ' WiRUE
Supreme Army Command WHa
Minister of Air , WL
Supreme Navy Command WM
3. Labor Service . Reichsleitung of the
' Labor Service W Ro
4. Four Year Plan . Reichstelle. fur Wirt-
Construction schaftsausbau (RWM) ' MG
5. Railroads Minister of Transport DR
6. Ports Minister of Transport RP
7. Cgnals Minister of Transport VM
8. Federal Auto Inspector General for
.Roads Roads . G.I.
9. Goring Works Reichswerke A.G.,

Hermann Goering

- Numbers 1-9 have to cover their whole needs from the Vollkontingent
(full quota).

10. Iron Producing Economic Group
Industry Iron Producing Industry Ed
11. Mining Economic Group:
Mining - Bb
12. Non-Ferrous Trade Group: Metal
Metal Mills Producing Industry MH
13. Private Railroads National trensportation
and Tramcars group: Rail transport Pb
14. Utilities National Group,
Power GWE
ete. ' ‘

There were altogether 28 quota agencies, many of them elaborately
sub-dividéd.

24-68284ABCD
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The list is self-explanatory. If a mine needed steel it had to apply
for supply to its Economic Group "Mining" which had received for each quarter
of the year a certaln quota which it could not exceed.

The 1list of quota agencies reveals the enormous role that the self-
governing business organizations play in the framework of rationing of raw
materials. All requirements for private industry - except the special
quotas which were handled directly by the Minister of Economics - had to be
addressed to the National Group, Economic Group or Trade Group which thus
received power over life and death.

The codifying Anweisung of January 25, 1940 conteined-—to give a
gummary—--——the followingt

(1) It distinguished the types of quotas.

(2) It promulgated a list of quota agencies.

(3) It promulgated a list of "iron and steel material",
divided into 18 major positions.

(4) It promulgated prdvisions on terms of delivery; on
stock, on ‘inventorizing.

We repeat: we have dealt with the activity of the Reich Board Iron and Steel

.only insofsr as it dealt with restioning of raw materials for producers - not

for consumption goods.

9. Metal Allocation 1933 - 1842,

Let us now study the operation of the Reich Board Metals during
this war.

It began by again taking & general inventoryl/ and promulgated a system
of priorities cutting by 50% all non-urgent requirements. All requirements
for the execution of orders of the armed forces had to be carried out in full

on the gasis of Metallauforderungsscheinen (Metal Requisitioning Certifi-
cates).

Scrap had Yo be collected and dellvered to recognized scrap dealers.§/
It need hardly be mentioned that the restrictions on the utilization of metal
grew by leaps and bounds. Yet there is one decisive difference between the
procedure of ' the Reich Board Iron and Steel and of the Reich Board Metals.

1/ Anordnung M. I. September 3, 1939 Reichsanzeiger - No. 204, September 3, 1939.

2/ Bekanntmachung des Oberkommandos der Wehrmacht, January 18, 1940 Reichsan-
zeiger No. 17 January 20, 1940 and Merkblatt printed in Molders Volume II
Part IV Bewirtschaftung, Metalle pp. 11-17.

3/ Anordnung 49, March 1, 1940 Reichsanzeiger No. 55.

E S -
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The system of establishing priorities and making allocations was left entirely
to the Economic Group Metal Industry. )/ Section 2 of the Anordnung ruas
#The distribution to the consumers of mill aluminum produced within or im-
ported from without as well as of raw material of the metal groups XA (magne-
sium unalloyed) and XB (magnesium alloys) is delegated to the Economic Group
Metal Induetry. "The Beonomic Group is further authorized to issue rules on
the sale of certain aluminum alloys and scrap aluminum and rules relating to
the processing of aluminum,® :

It suet be added that the policies of the Reich Board Metals are supple-
mented by comprehensive price regulations of the Reich Price Commiesioner 2/
who authorized the Reich Board to regulate maximum prices for metals,
trade margins and discounts. The Federal Board, thereupon enagted a series
of decrees fixing maximum prices, standard (Grggd)'prices. regulating discounts
and additions, etc. 3/

On the whole, the procedures of the various Reich Boards do not differ
very mich from each other.

10, The Rationming of Paper.
We must, however, discuss at least one Reich Board which had
special fumctions. This is the Reich Board Paper.

The history of the Reich Board Paper reveals best the complete emanci-
pation of raw material control from exchange control. Paper contrel hae
today very little to do with foreign exchange control. It has become a means
of excluding waste, stretching available supply and allocating it according
to certain principles. Paper control, besides, reveals still betier-another
major principle in the German organization; the interplay of Group, cartel,
and state, or rather the increasing preponderance of the cartel and groups
over the state agencies, It is not only that the groups are represented in
the advisory council of the Reich commissioner - we have mentioned this fact;
it is not only that they have become quota agencies (as in iron and steel)
and not oanly that one or the other metal has been left to their ratlioning
(as in aluminum). In paper the groups and still more the cartels actually
becoms the sgents which make the rationing plans and execute them.

1/ Anordnung M 2, September 3, 1939, Reichsanzeiger No. 204, September 3, 1939.

2/ VYerordnung uber Preise fur Metalle etc, October 8, 1939.
the major rulings are:

Octodber 14, 1939 Reichangeiger No. 242 - October 16, 1939.

October 14, 1939 ‘ Reichangzeiger No. 242 - Octoher 16, 1939,

Uovenber 24, 1939 Reichanzeiger No, 277-279 - November 25 and
, 28, 1939,

November 25, 1939
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The Reichsstelle Paper operated by three types of enactngnts:

(1) Anordnungen (orders), published in the Reichsangzeiger, containing
orders or prohibitions with universal application. They contained, besides,
and increasingly so, the agreements among cartels and groups which were being
raiged to the rank of orders and then received the force of public commands.

(2) Regelungen (rulings) have an identical content as the orders but
are not published.

- (8) Individual Measures and Gonditions eddressed to or imposed upon
specific producers.

The reguletions relating to the rationing of paper and cardboard are
extremely diversified. A detailed atudy would fill a book. We can only
hope to present, &s clearly as possible, the outlines of the rationing systenm.

(4) The rationing system affects first the producer. We shall devote
our attention primarily to this side and only incidentally mention the regu-
lation of the consumer sids.

The regulation of the producers' side affects:

I. control of the raw material out of whieh paper is produced.
IT. control of the process of production.
III. control of the delivery of the finished product. ‘
ad.I. The control of raw material. The Reieh Board applied various devices
for controlling raw materials, namely with

(a) purchese permits (Einkaufsbewilligungen)
(b) acquisition permits (Bezugsgenehmiguncen)
(c¢) processing permits (Verarbeitungsgenehmigungen)
ad a). Purchase permits are usually given if the prospective purchaser is

faced with a large number of suppliers and if the prospective purchaser, by
utilizing his skill, must, due to the lack of uniformity in the commodity,
have a choice where to buy.

ad b). Acquisition permits are usually granted if the circle of prospective
suppliers is small.

ad c). Processing permits regulate in detail the utilization of the raw
material in question. Some instances msy clarify the methods.

The second device which the Reich Paper utilized, was the control of
production. The contirol of raw material mmst by necessity lead to much
intervention so as to safeguard a steady supply in cheaper paper and to
prevent producers from turning to the production of only prefitable brands.
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For this reason, a nmumber_ of orders contained specific regulations on the
composition of the paper. The most comprehensive regulations of this kind
are those dealing with packing paper.g/

Though the original idea of closing down unrationally working plants
during the war was originally sbandoned, nevertheless, a steady process of
closing down of paper plants has been observed.

Control of delivery aimes especially at the prevention of hoarding. Some
regulations, therefore, provided that each month only a specific quantity of
paper may be delivered 3/ Most of these regulations were rescinded after the
outbreak of the war due to increasing scarcity and the preference for direct
interference in the process of production developed under II.4

The rationing affects the consumers' side. The outspoken aim of the
Reich Board was to encourage caertels on the consumers'! side so as to be able
10 deal only with a few closed groups. The Minister of Economics, acting
on the basis of the compulsory cartel act, thus created by his decree of Jume
12, 1939 and September 5, 1939, the producers' cartel of packing papers. In
other branches voluntary cartels were created. All carels in the packing
paper-field were then joined to the Gommunity "Packing Paper", another (hold-
ing) cartel. The.cartel accorded to the consumers a right to collaborate with
the producers for the control of supply. The cartel stood and stands under
the supervision of the Minister of Economics,

A similer compulsory cartel was created for cardboard producers.ﬁ/

During the War, the whole paper industry was reorganized into eight
groups. Each of the groups was placed under the control of two War Deputies
(Kriegsbeauftragte) selected from the ranks of cartel, group, and business
managerse. To these war deputies the task of the Reich Board was delegated

1/ Anordnung No. 1 June 5, 1987, Reichsanzeiger, No. 127. Anordnung No. 2
August 17, 1938, Reichsanzeiger, No. 181. »

2/ Regelung A III/39 January 1, 1939. Molders Vol. II, Part IV. Papier-und
Verpac swesen pp. 61-62.

3/ Regelung P. II/39 of June 7, 1939 and July 10, 1939 for printing and
writing paper. P. III/39 of June 15, 1939 of high quality cardboard.

4/ New formulation of ruling P. II/39 on November 23, 1939 #ilders Vol. II.
Part IV. Papier-und Verpackungsweses] pp. 58-59.

5/ See the commentary in Milders Vol. II Part IV Papier-und Verpackungswesen
pp. 15 and 16.

6/ January 2, 1940, Reichsanzeiger, No. 8.

7/ Molders op. cit. pp. 21-22.

‘34~68284ABCD
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so far as the control of consumption was concerned. But it soon turned out
that they were incapable of carrying out the control of consumption since
the distribution of paper was extremely difficult. A quota system had to be
devised, a system which, - had it been carried out in a bureaucratic way -
would never have functioned. ‘

In consequence, the Reich Board (many others followed) turned distri-
bution over to the cartels.l/ The cartels received the name of "Verteilungs-
stellen” - distributing offices. This fact has led many writers give the
cartel a new name "Bewirtschaft telle", retioning cartels.

The distribution of paper and cardboards was then regulated as follows:

There were iwo war deputieg for each of the eight groups of paper and
cardboard. The war deputies had, in turn, entrusted this task almost fully
to the cartels, the establishment of which has been actively encouraged by
the Reich Board and, in some cases, has been made possible by compulso:y
cartellization.

Twelve such distributing agencies exist - ten are cartels, two are trade
groups.

This means that in the Merktordnung Paper, it is ultimately the cartel
that allocates paper to the consumer, '

11l. The Cartel as an Organ of Allocation 19859 - 1942.
. A similar "reprivatization™ of the allocation gystem of raw
material had been achieved in the following fields:

Coal ~ the 12 coal distributing agencies, identical in personnel with
the 12 coal syndicates. ‘

Textile - the special deputy allowed the esteblishment of distributing
agencies. 14 have been erected. Since no cartels existed in this field, it
was the Trade Groups that became distributing agencies, -~ they thus assumed
cartel functions.

Bricks - similar arrangements.

Batteries - the existing cartel was raised to the rank of a distributing
agency .

1/ Anordmung of Jenuary 8, 1940 - Reichsanzeiger No. 7.
2/ Leonhard Miksch "Bewirtschaftungskartelle® in Die Wirtschaftskurve

1940 No. 1. pp. 24-31.



Thus, the control of the economy has, in its most vitel aspect, passed
from the hands of public agencies into those of the cartels or groups - both
dominated, as we have tried to show, by their mightiest members.

12, Building Materlalg and Construction. ,
We have to deal with one more case before closing the discussion:

namely control of bullding construction. This type of control combines two
features: :

rationalization, and
rationing.

By an edict of the Four Year Plan Office of December 9, 1938, a Commissioner
General for Building Construction was appoiﬁted.l/ Although generally, as we
have shown, the Commissioner Generals under the Four Year Plan are mere
. retionalization officials, the commissioner for building has also assumed

the functions of a Reichsstelle.
The function of the commission is namely:

a). to secure the fulfillment of all essential building
projects, and

b). to increase the productivity of labor by rationalizing
the process of construction. .

1/ Frite Todt, now Professor Speer. see above p. 14.

| —

%
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We can be very brief, since the rationing of building
construction follows on the whole the pattern evolved
by the Reich Board Iron and Steel.

The Commissioner established 19 quotas (Kontingente)

with 19 quota agencies. His list follows:

Quota Quota Agent Jurisdiction
1. NSDAP  BReichszentralstelle f.d.  Party buildings
Durchfuhrung 4.
Vierjahresplans d. NSDAP
2. Supreme Com- Wehrwirtschaftsamt Buildings for the
mand of the armed forces.

Armed Forces

"3. Mining Ministry of Economics Plant constructions
Main Department II . of members of the
. Economic group, =

4, Iron Producing ¥ L L Plant Construction

of members of the
economic group,

- Goring combine
"excepted.

A steel mill, etc., which wants to expand its plant
must thus apply to the ministry of economics, main depart-
ment II (Kehrl) for the necessary raw materials that are
rationed. Each jurisdiction is very carefully defined, 1i.e!
the supreme command of the armed forces cannot under its
guota construct dwellings fof officers or NCOs, it cannot,
under its quota, construct factories. It can only construct
barracks, airfields, fortifications, etc.

To achieve increased efficiency, the Commissioner General| -
appointed regional deputies 1/

1/ see above p. 38
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.B, 'The Reform of the Spring of 1942,

(1) Under the impact of the Russian disaster strin-
gent measures were takken to reform the gystem of raw material
~&llocation. At a given signal, National Socialist papers
reveled in revealing the amount of cheating that has been
going on under the old system, The changes consisted pri-
marily in 2 consolidation of some Reich Boards, especially
in textiles. They consisted further in the attachment of
8all stock piles of steel 1/ , transmission belts, 2/ furnish-
ings and equipment in restaurants, hospitals, etc, made
vholly or in part of raw material (eopper. brass, bronze,
nickel) and alloys. 3/

It was in this period that the Speer Ministry estab-
lighed the Buestungskontor, limited liability company. The
function of this company was at that time to effect the
redistrubution of the attached iron and steel stock pile
and to engage in the finanecial transactions connected
with this redistribution. It was also at that time that
the Speer Ministry created the already discussed Main
Committees and Bingg. It was in that period that the four
Boichsvereinisungen, that ie, all except the coal assoclation,
wers founded, As s consequence, & new system of raw
material control has been established for a number of com-
modities among which the following are to be mentioned,

' (2) New Raw Materisl Allocation in the Iron and Steel
Imst!z.

N The system of code-numbers (Kennziffern) was
sbolished and the quota system (Kontingent) was placed on
a new basis. The new procedure followed that prevailing -
in the textile industry snd operated in the following manner. 4/

1] Frenkfurter Zeitung, May 9, 1942.
2/ Relchsanzeiger, No. 87, 1942, Microfilm No. 84,
3/ Reicheanszeiger, No. 88, April 5, 1942, Microfilm No. 84.
4/ Yeue Zuercher Zei , June 21, 1942, MF 100
~ HNational-Zeitung EReichsemsgabe) June 16, 1942, MF 100
‘ ' June 12, 1942, MF 100
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The Ruestungskontor, established a Verrechmingsstelle, a
clearing department, which opened a quota (or better an account)
for each of the agencies that order iron and steel, The firms that
use iron and steel dispose of their acecounts by means of iron
checks (Eisenscheine), which are certified by the clearing
department. With this transaction, the intervention of the
government agency comes to an end. The remaining transactions
are of an exclusively private nature. The owner of the iron check
issues under his own responsibility iron-transfer-checks
(Eisenuebertrqggggsscheine) to his subcontractors up to
the total emount of the total quentities to be supplied.

If the subcontractors need to buy iron and steel material
or finished goods in smaller quantities in order to ful-
fill their order, they, in turn, acquire iron-stamps from
the Chambers by means of which they can buy the necessary
materials, The Iron Checks and Transfer Checks remain in
the possession of the producers and, in contrast to the
procedure of the Textile Boards, need not be surrendered
to the Clearing Department, so that the methods are still
simpler. ‘

The accounts are established on a quarterly basis.
Zach Iron Check, however, contains & note (Vormerknn§?
indicating the prospective need for the following quarter.
If an order exceeds the quota of the current quarter, o
regservation is made for the entrepreneur assuring him the
needed iron and steel. Hoarding of steel is tlms made
impossible.

The decisive problem is, of course, how the quota (or
accounts)with the clearing department are established.
This was previously the Job of the Commissioner General
for Iron and Steel, Lieutenant-General v, Hanneken. v.
Hanneken was, however, released from his position, and his
functions were transferred to the Reichsvereinigung Iron.
1/ It is thus the iron and steel monopolies ‘

1/ Koelnische Zeitung, July 6, 1942, M ¥ 137
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that allocate the quotas which are in turn handled as
accounts by the clearing department of the new company
in Speer's ministry. :

The Ruestungskontor company then assumed ever wider
functions, 1t also assumed the financing of the serap
collection and distribution, and finally superseded, to-
gether with the Reichsvereinigung, the Reichsstelle Iron and
Steel. '

While the new method of iron and steel allocation did
away with the gystem of code numbers, only a year later (on
February 2, 1943) it become necessary to reintroduce the
system to some degree, 1/ The Boichsstelle Iron introduced
A ftrage-Steuerungs-Nummern- (Order Steering Numbers) for
the identification of the orders placed for iron and steel.
The order steering number identified the order in all its
phases of processing and is.identical with the number of
the iron check which in turn corresponds to the quota number,

(3) New Raw Material Allocation in the Cellulose
Wool Industry.

In this industry three stages of raw material
allocation may be distinguished. 2/ They conform to the
growth of productive capacity and to the change in the
organizational pattern of the synthetic fiber industry. In
the beginning, cellulose wool was allocated according to
the financial participation of the stockholders (the textile
industrialists) in the cellulose wool enterprises. 3/ This

1/ Koelnische Zeltung, February 5, 1943,

%/ WDer Scheck suf Zellwolle" in Der Wirtschaftsring, 1942,
o, 27, July 3.

3/ See Behemoth, p. 28l. and above ps 81
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system could not be retained becsuse the influence of the
small and middle textile industrisliets declined and
combines arose in the cellulose wool industry. 1/

In the second stage, the textile Reich Boards, co-
ordinated by a Special Deputy _?_/ and his distributing
agencies, 3/ allocated synthetic fibers according to the
productive capacities of the processors.

The third stage followed the establishment of the
Reichsvereinigung Chemical Fibers and the merger of the
various Reich Boards. A cellulose wool check was intro-
duced. ZXach processor received a check, embodying a
certain quote, and entitling him to buy 2 certain amount
of cellulose wool wherever he pleases.

(4) New Baw Material Allocation in the Petroleum
Industry.

The Reich Board Minersl Oile also reorgenized
the raw material allocation system. 47 Two allocation systems
are in operation. The Economic Offices (Wirtschaftsaemter)
issue Bezugsamswelse (supply certificates) to consumers
for petroleum used for lighting, heating and cooking. The
Regional Economic Offices (Landeswirtschaftsaemter) determine.
every month, in cooperation with the Reich Boards, the
emount of petroleum that each Local Economic Office has at
its disposal. The supply certificates compel the consumer
to buy from a specific retaller who has to note the amounts
sold on the supply certificate.

The Reich Board itself issues Berechtigungsscheine
(authorizing certificates) for wholesalers and big consumers.,

(5) New Raw Material Allocation in Precious Metals 5/

Following the introduction of the "iron certificate"

p

eeﬁehemoth, p. 281,

2/ see above p. 125 _ ,
3/ see above p. 13k
4/ Buling No. 454 of July 20, 1942 in 01 und Kohle August 15,

1942, ¥ B 294,
5/ Deutsche Allgemeine Zeitung, September 14, 1942
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for iron and the ¥metals certificate¥ for base metals, a
¥precious metals certificate® was introduced for the pur-
chage of preclous metals, according to & decrse of the
Government Office for National Board Precious Metals 1/. ;
Hereafter, the purchase of precious metals was to be contingent upon
the presentation of these certificates., Applications must be
made for only the sctual quentity (net weight) of the
precious metal which is to be used in the Apparatus in
question. The necessary corrections must be made in
caleulstions for alloys. In the case of platinmum, the
epplication must be accompsanied by a technical explanation
of the necessity for the use of this metal. For army
menufactures the application must be made through the branch
of the aymy which hag placed the order. Otherwise the
epplication is made directly to the Beich Board. Precious
metals certificates will be distributed only for the
quantity of precious metals needed for carrying out the
orders during a calendar pericd of three months.

(6) New Allocation System in the Building Consturction
T’ndustg. : :

The Oommigsioner General for Building Construction
revised the system of allocation in July 1942, 3/

All building projects with war lmportance were ranked
according to their urgency and were then entered into
Wehrkreisrengfolgelisten (Army District Priority Lists).

he projects were ordered according to:

a) Army Districts,

b) quots claiments,

e) functional divisions,

d) & priority within the functional division

The projecis with wer importeance were given (B-Bau-Kennummern

I/ Reichsenzeiger Wo. 210.
2/ ZLephalt und Teer. July 22, 1942.
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(Building Code Numbers of the Commissioner General)
within the above mentioned lists. The former priority
lists were rescinded.

(7) Rew Meterial Exchange Between Germany and Occupied
Europe and Forelgn Countries.

A completely new system of raw material import
and export has been established for metals. iron, and
steel. 1/ The new rulings apply:

1. to deliveries of metsl (iron amnd steel)
and metal products from Germany to the occupied territories
and other foreign countries

2. to deliveries of metals (iron and steel)
and metal products from the occupied territories and other
foreign countries to Germany :

3. to transactions within the occupied terri-
tories :

4, to supplies and deliveries from and to
foreign countries for the execution of German armament
orders.

Only some of the methods will be mentiomed below,

The key agencies for the allocation of metals, iromn
and steel in the relation between Germeny-eoccupied terri-
tories-foreign countries are the six Zentral-Auftragsstel’en
(Central Order Agencies) at Brussels, Paris, Tha ﬁgu-e,
Oslo, Belgrade, and Copenhasgen working under the direction
of the Metal Clearing Office established at the Reich
Board. Deliveries from Germany to the occupied territories
and to foreign countries msy only be made with Metal
Certificates (Metallscheinen) issued by the Zentral-iuf

tragsstelle, Deliveries from Germany to foreign countries
other than occupied territories require, in addition, the

1/ Ruling No. 1 of the Reichsstelle Metals of July 8L, 1942
and Buling No, 1 of the Reich Board Iron and Steel of August 4,
1942, in Metal Wirtschaft, Wissenschaft, Technik, August 21,
1942, M, F. 294
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cession of quotas (Bezugsrechte) to the Clearing Office.
Deliveries from the occupied territories to Germany may
be made only if the corresponding quota is ceded to the
‘Reichsstelle by the consumer while the Reichsstelle has
discretion whether or not to demand s cession in case of
deliveries from foreign countries, Transactions within
the occupied territories for German contractors may be
made only on the basis of metal certificates.

C. Lenkungsbereiche or the Steering of;Production

On February 25, 1943, the whole system of raw
material control was put on a new basis and so-called
Lenkungsbereiche, "spheres of steering", were established. 1/

It was preceded by two other decrees: that of December 11,

1942 making the former Reich Board chiefs National Commissioners
(Reichsbesuftregte), and that of December 12, 1942 2/ insti-
tuting the Bewirtschaftungsstellen. 3/

The spheres of steering were no longer oriented forwards
the raw materisl but at the finished product and thus
vertically organized the whole German economy,

1. The aim of the establishment of Bewirtschaftungsstelle
is the following ¢ In the future a factory should have
dealings only with one agency. The Bewirtschaftungsstelle
should thus be the agency where all governmental measures
concerning thig sp gpecific factory were concentrated. The
directors of the spheres of gsteering were by this decree
aunthorized to delegate to the Bewirtschaftungsstelle a
number of functions, namely (2) the allocation of raw
material and semi-finished works, (b) the elaboration of
plans of production which were established by the directors

1/ Tor instance for steel pipes - Frankfurter Zeitung April 16, 1943
created by the Economic Group Iron, Steel and Metal Sheets

as Bewirtschaftungsstelle of the Nationsl Commission Technical
Products.

For wire rope - in cooperation with the Cartel (Gemeinschaft)

Wire Rope, Dortmund - Berliner Boersen-Kurier March 10, 1942 and

many others.

2/ See below.

3/ Reichsanzeiger, No. 300, December 22, 1942.
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of the spheres of steering, (c) the standardization of
commodities for the allocation of specific production
tasiks to specific factories, (d) the control of the sale
and (f) the giving of specific orders to specific plants
in regard to production., The Bewirtschaftungsstellen are
es a2 rule either cartels or economic, trade, or sub-trade
groups,

Many of the Bewirtschaftungsstellen have created
Auftragslenkungsstellen (Order Distribution Offices) for
their fields. These agencies distributed also orders
received from government agencies among the members of
the cartel or group according to their ability to produce
efficiently, speedily and cheaply.

2. There are three types of spheres of steering.

Type 1 is controlled by Nationzl Commissioners
(Reichsbeauftragte). They are, as a rule, the former
directors of the Reich Board, s2lthough in the spring of
1943 the many Reich Board directors have been replaced by
businessmen., The National Commissioners zre, so to spezk,
sovereign in their field. They are not dependent upon
their advisory councils,

Type 2 is controlled by the directors of the Economic
Groups who, in this capacity, have received the title
"Bevollmaechtigte" (Leputies.)

Type 3 is controlled by the Reichsvereinigungen.

The following list gives a complete survey of the
spheres of steering as of May.1943; 1/

1/ The numbering of the list is the official German one.
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3. A. Lenlkungsbereiche of the Ministry of Economics

(Spheres of Steering)

I. Oontrolled by National Commissioners (Reichsbeauftragte)

1, Metals and Casts

a. Reich Board Iron, Metals, and Steel merged
into one! "Iron and Metals"

b. Bewirtschaftungsstellen (cartels and groups)

c. Auftragslenkungsstellen

d. Arbeltsstab fuer Metallumstellung 1/ Yorking
Staff for Metal Substitutes in cooperation with the Speer
Deputy. y

2. Precious Metsals v. Schaewen

a. Reich Board Precious Metals
3, Small Iron Articles (Hardware) - Wolff (Alexanderwerik)

a. BReich Board for Technicel Products - Séhwarzko
b, Meny Bewirtschaftungsstellen (group or cartels§'

4. Chemistry Ungewitter

a. Reich Board Chemistry
b. Aufitragsleniungsstellen

5., Juels

a. Reich Board Fuels (1)

6. Industrial Fats and Cleansing Products - Rietorf

2. Reich Board Industrial Fats and Cleansing Materiale.

7. BRubber and Smokeblack

a. Reich Board "Rubber and Asbestos' merged with
that for Smokeblack, Asbestos has, however, been transferred
to Textile Reich Board 3f :

1/ Deﬁtsche‘Be_z;gwerkszeitqu February 26, 1942
g/ See above p. 3
3/ Frenkfurter Zeitung July 14, 1943.
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8. Textiles
8. Merger of Reich Boards Cotton, Cotton Yarns,

Silk, Rayon Cell Woll, ¥Weol and Hemp into one ¥Textilwirt-
schaft" (Textile economy)

b. Arbeitsgemeinschaft Wool - H, Reusch (Laip=
ziger Wollkaemmerel)

9. Clothing Hagemann

a. Reich Board Clothing and Related Goods
b, the 3 textile Reichsvereinigungen

¢, Groups as Bewirtschaftungsstellen
d. Auftragsstelle "Sewing yerns" (the 4 cartels)

10. Leather and Leather Products Dr. Hugen Mohr,
, (Gen Economic Adviser,
a., 32eich Board Leather Industry Danzig) 1/

11, Paper and Pfinti_gﬁ - Dr. Grass

Reichgbeanftragter Packing Materials - operating
through: a. Reich Board, b. Arbeltsgemeinschaft (Packing
Materials).

12, Glass and Ceramics - Dr. Hoffman

a. Sector! Glags - with four Bewirtschaftungsstellen,
partly the_groups, partly the cartels and the Gemeinschaft
"Hohlglas

Sector: Ceramics with Gemeinachaft *"Gebranchsicars-
ikt 2/
Sector:. Timber Processing
b, Reich Board Glass, Ceramics snd Timber Processing

13, Timberware - Reich.Basnftragter for Timber Products

14, Stone and Earth v. Engelberg (Dyckerhoff)

Reich Board Stone and Earth

Deutsche Allgemeine Zeltung July 9, 1943.
Frankfurter Zeitung March 24, 1943.

]
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II. Controlled by Directors of the Economic Groups
(Bevollmaechtizte)

15, Machine Construction K. Lange

8. Bewirtschaftungsstellen (groups or cartels)

b, Werkzeugbewirtschafter (ool controllers)
- for collection and clearing of all orders for tools. They
have the functions similar to those of the Auftragslenkungs-
stellen

16. IHlectricel Engineering  Iueschen (Siemens)

The Economie Group "Electrieal Industry™ has the
rights of a Reich Board. y

17. Precision and Optical Ingtruments (Heinrichs, Zeiss)

a. Xconomic Group is the Reich Board

b. ¥Central office for Optical and Precision
Instruments”, to which Wehrmacht orders flow. Has the
functions of an Auftragslenkungsstelle.

III. Controlled by Reichsvereinigungen

18, Coal
a. Helch Board Coal - Pleiger
b. RHelchevereinigung Coal - Pleiger
c. Coal Syndicates

19. Iron Production

a. Relch Board Iron and Metals - Zimmerman (See No. 1)
b. Reichsvereinigung Iron - Roechling
¢, IDsge and other cartels - Zangen

20, Shoes

a. Gemeinschaft "Shoes" (National Compulsory Certel)
b. Reich Board "Leather® (See No. 10)

1/ See Braunkohle, September 12, 1942.
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IV. Additions - Controlled by National Commissioners

21, Tobacco and Coffee

a. Reichsstelle "Tobacco and Coffee¥
b. 4 Bewirtschaftungsstellen for tobacco (the Groups)

22, Timber Construction

a. Hag no Reich Board

b. Uses "Deutschen _Holzbauverbznd” (cartel)

¢. Jurisdiction: Oonstruction of wooden houses,
barracks and halls for industrial or handieraft use.

d. There are 6. quota claimants: the Supreme
Command of the Armed Forces, Army, Navy, Airforee, the
Reich Leader of the SS and Chief of the German Police
and the Commissioner General for Building Construction ‘
(the latter for all civilian war requirements, especially
barracks for foreign workers) 1/

A, Reichstellen without Lenkungsbereiche

Reichsstells Minersl Oils = Raab
Reichsstelles JHurs ' - Schettler
Reichsstelle Potash and Selts - Mgenicke
Reichsstelle Technical Products- Dr, ., Kemna
Reichsstelle - Power -

B. Reichsstellen under the Ministry for Food and
Agriculture | o

1. Gra.i‘.nL Fodderr and other Agricultural Products -

Dassler ST
2. Animals and Animal Products - Pflaumbaum
not animal heir

3. Fats and Eggs 2/ Peasant Dr, Ogkar Zweigler 3/

1/ Die Deutache Volkawirtachaft 1948 No. 21 p. 651

2/ Trom the merger of the Reichsstellen "™Milk Products,
Oils end Fats" and “Eggs", Koelnische Zeitung, May 22, 1943.
3/ N S Landpost, June 4, 1943
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4. Garden and Vineyard Products - luber

5. Seeds (Sastgut) 1/ - Peasant Dr. Albert
Brummenbeum 2

6. Figh

C. Reichsstelle under the Reich Forest Magter

1. Torestry and Timber - Storck

The following considerations will help in understanding
the gystem that has been established, The directors of
the 22 spheres of steering msy either be National Commissione-
ers, Directors of Zconomic Groups, or the presidents of
Reichsvereinigungen. They utilize for the execution of
their tasks the Reich Boards, the Bewirtschaftungsstellen
or other agencles, such as the Auftregslenlungsstellen.

Three basic types of control may be distinguished:

a. The Reich Board may leave it to the big quota
claimants to decide in which way they want to utilize the
raw material quotas allocated to them, This is especially
true for the armed forces which dispose of quotas of iron,
metals, textiles, and leather. They determine whet kinds
of goods are to be produced from these raw materials.

b. A second group is constituted by those quota claim-
ents which merely distribute raw material as agents of the
Reich Boards. The Shoe Community, for instance, obtains
from the Reich Board Leather the quota out of which the
amount of leather necessary for civilian footwear is cove
ered. Within the sphere of steering Shoes, for instance,
and within many other Spheres of Steering, the Regional
Economic Offices, which have the power to allocate quotas
for shoes, mineral oil, tires, etc., fulfill the Jjob in
their economic districts. The Gan Economic Chambers, for
instance, distribute transmission belts in their district.
The Groups distribute other commodities., Paper for news-
papers is allocated by the Reich Press Chamber, paper for
books by the Propagande Ministry,

1/ Established June 1943.
2/ ¥ S Lendpost, June 11, 1943,

234-68284ABCYD



24-683844BCD

- 149 -

¢, A third group are those organizations which,
within a sphere of steering, elmost independently allo-
cate raw meterial,

The previous list gives but an incomplete picture of
the various systems applied.

As a consequence, the directors of the spheres of
steering are no longer in dirsct contect with individual
plants. The director, as a rule, delegates most of his
functions to the Bewirtschaftungsstelle, (the cartels,
the Groups, or other agencies). He assumes, however, full
responsibility for his sphere of steering, that is, for
import znd export for production, distribution and con-
sumption, He confrols the commodities from the raw
material to the finished products. He elaborates the
production plang in agreement with the Minister of Feono-
mics and/or the Speer Ministry. In all these functions,
the latter cooperate with the Bewirtschaftungsstelle.
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I1X.

Price Control

l. Basgis of Price Control and the Price Stop.

The legel basis of price control is the Act for the
Bxecution of the Four Year Plan creating the Office of a
Reich Commissioner for Price Formation (October 29, 1936).
"For the control of price formation of goods and services
of all kinds, especially for all needs of daily life, for
the whole agriculturel and industrial production, and for
the transportation of goods and commodities of every kind,
end for other compensations, a Reich Commissioner is ap-
pointed”., Thus subject to his authority are prices for
commodities and services of any kind: rents, tramnsportation
rates, admission tickets, dues, postal fees and railroad
fares, commissions and school fees, fees for legal and
medical services and all sgricultural prices. ZIxempt are
only weges for which specizl legislation has been enacted.
On June 3, 1939, a penal decree was enacted which calls
for imprisomment (up to five yesrs) and fines without
limitation for intentional or negligent violation of the
statute and the rulings of the Price Commissioner. It
must be stressed, however, that violators may also be
punished as Volksschaedlinge, and sent to death.

The first Price Commissioner, Ganleiter Joseph Wagner,
enacted on November 26, 1936 the so-called Price Stop Decree.
- Price increases for goods, and services above the level of
October 18, 1936 were prohibited and prices as they were
on this date were frosen. Nevertheless, the decree autho-
rized the price control offices to grant exemptions which
gsoon became the rule, Ordinarily, the Reich Commissioner
decides upon exemptions for rates of public utilities if
they operate in the whole nationel territory, upon price
changes of organizations, including the Food Estate, upon
gll cartel prices, and upon speclal cases of major lmpor-
tence. All other exemptions have to be granted by the
Price Forming Offices. 1/

1] BEaling No. 60/33 of June 29, 1939, in Moelders, Der
Vierjshresplen Vol II Group 6 pp. 20¢-20f.
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The basic enactment during the war is the War Economy
Decree of September 4, 1939 (sections 22-28)., *Prices
and compensations for goods and commodities of any kind
mast be calculated according to the principles of an
economy committed to war%® This deeree is, of course,
not very illuminating and, consequently, it is the exe-
cutive decrees to this provision in which the price
policy of the Nazi gystem is expressed.

2. Types of Prices

The following types of prices were developed by legislation
of the Price Commigsioner.

1, Prices fixed by cartels end similar agreements
(Decree of November 23, 1940).

2, Stop prices, i.e. frozen prices, to which the price stop
decree of November 26, 1936, applies.

3. Prices to which the price stop decree does not
apply because a stop price cannot be ascertained or be-
ceuse new commodities are produced that were not produced
in 1936, , ‘

4, A whole range of administrative prices fixed by
the Price Commissioner for specific commodities, such as
leather and spinning yarns.

5. So=celled R.P.0, prices of March 24, 1941,

(The R,P.0, applies to Government orders in fields
where the Government competes with private buyers as,
for instance, in shoes, boots, clothes, etc.)

6. So-called L.5,0., prices of November 15, 1938.

The L,S.0, is applicable exclusively to Government
orders executed on & cost-plus basis.

7. Maximum, minimum end standard prices.

3, Government Orders

R,P.0, prices were not different from the prices on
the civilian market, The government where it competed
vith private buyers, had to pay cartel, stop, or adminis-
trative prices. If, however, such prices could not be
ascertained, the L,5,0. price was valid for the R.P,O,
prices (Section I No. 7 R.P.0.) so that the L. 3, 0. extended
beyond its specific terms of reference.
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Another important exception was contained in Section I,

No. 8 of R.P.O, It provided in general that for orders of
the same kind of work a uniform price should be agreed upon,
even if the order was to be carried out by different entre-
preneurs., If circumstances required it {i.e. location or
political reasons such as support for suffering regions),
group prices (sestaﬁ‘elte) might be agreed upon. Perfor-
mances were regarded equal if the product, cuantity, period
of delivery, conditions of delivery and payment were identi-
cel. The uniform prices were t» be based on the production
co=ts of an entrepreneur of medium performance. Section I,
No. 9 went still further, It provided that in case of a

renewal of orders, the previously sagreed uniform price should

prevail,

4, The Failure of the Price Policy

The price policy did not work very well for reasons
that will become apparent in the following discussion.
The difficulties could be solved by the Price Commissioner
in the following way!?

1. He could either continue to accept cartel
prices and the cost-plus system as the basis for government
orders, This would not create an incentive for rationsali-
zation and would, at the same time, ensure high profits to
all producers whose costs were lower than those of the
least efficient cartel member.

2, He could continue the system and try to
remedy certain abuses.

3. He could abolish the system of cartel and
cost-plus prices and substitute a completely different pri-
cing system.

Josef VWagner ag Price Commissioner adopted the second
method by three measuresd

1. He enacted legislation pertaining to cartel
prices (November 23, 1940). }_/

1/ See above pp. 77=78
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2. He enacted an excess profits tax legisiation
(March 11, 1941); 1/

3. In two directives, sddressed to the National
Groups Industry and Trade, he insisted on the lowering of
prices.

¥agner's policy failed. It is admitted that his
campalgn insugurated in the spring of 1941 for the lowering
of the total price structure was a dismal failure, 2/

The problem with which his successor was faced was
vhether to continue Wagner's campaign, to allow an increase
in prices, or to retain the prevailing price structure and
merely to provide incentives for more production within
the given price structure.

5. Pressure for a New ?ricin_g System,.

The new Price Commissioner, Dr. Fischboeck ruled out
price increases, y He was apparently undsr strong pressure
to allow price increases especially for consumption goods.
This pressure came from finsncial circles who, afraid of
inflationery dengers, pointed to the free purchasing power,
and demanded price increases in order to absorb it., Fisch-
boeck resisted this demand for & number of reasons, He,
quite correctly, insisted that the absorption of free pur-
chasing power is primarily the responsibility of the Ministxy
of Finance ‘which should enact higher taxation if it is
deemed necessary. But he also believed, again correctly,
that inflationary dengers do not exist, In an economy that
is almost bare of luxury and mepy vital consumption goods,
end that is subject to 2 total and tight rationing system,
the free purchasing power can either be hoarded or go into
the coffers of the savings banks. Fischboeck, believes,
therefore, that the danger of inflation can be averted only
by voluntary savings. The savings, in turn, will be used
for war financing. _‘_l_/ Saving, however, necessitates confidence.

1] Behemoth, pp. 316-317,

2/ Der Deutsche Volkswirt, April 24, 1942, No. 20.

B/ Voelkischer Beobachter, April 16, 1942, Microfilm No. 19;
Frankfurter Zeitun, » April 16, 1942 and meny others

4] Die Deutsche lxswirtschaft. 1942, No. 12 (April).
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Confidence, again, will be promoted by price stability. 1/
The arguments are basically sound and have found almost
unanimous approval.

The second pressure ceme from the Food Estate. Its
director, R. Reischle, argued in a series of articles 2/
as follows:

The famous "price scissors" between industrial and
‘agrarian products have opened again. The discrepancy
between industrial and sgricultural prices has spparently
deppened. 3/ The price scissors must therefore be closed
by adjusting farm prices to those of finished industrisal
goods, TFischboeck resisted this pressure with vehemence,
edmitting, however, that the income development of the
farm population remained precarious, while observers, equally
admitting the Justice of the Food Estate's demands,
referred the farmers to other means for raising their
income, especially to the appointment of Peukert ae Special
Deputy for Agricultural Labor Supply who would supply the
farmers with plenty of cheap manpower. 4/

-With the general raising of the price level thus
eliminated, the problem was whether to lower prices or to
stabilize the present level. While the new regulations
will, indeed, lower the prices for government orders, this
ig not the aim of the new price regulations. Their aim
is rather to provide a stimulus for more production. 5/

1/ See especially Deutgsche Bergwerks-Zeitung, Mar. 21, 1942

2/ Quoted in Frankfurter Zeitung, April 13, 1942 (¥icrofilm No. 20

3/ The development is as follovs: %1913—'- 100) June
1936 1937 1938 1933 Ap. 1941 Ma. 1942 1943

Agrerien products 103.2 104.7 106.8 107.6 111.8 112.7 119
Industrial fini-
shed goods i22,8 126,0 125.5 126.5 132.7 132.2 135
Consumers goods 130.0 135.8 135.0 137.0 147.3 148.1 151.1
4/ PFrankfurter Zel » April 13, 1942
B/ Tischboeck according to Buropa Kabel, April 17, 1942.
According to Berliner Boersenzeitung, July 4, 1943,
Microfilm No. 135, the savings of the government due to Uni-
form and Group prices amount to 10 percent.
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In two fields, however, handieraft and trade, Fisch-
boeck reopened Wegner's compaign for a lowering of the price
structure. 1/ This aspect will not be discussed because
there is not yet sufficient material. The policy should,
however, be in line with previous policies, namely: to cut
trade margins 2/ thereby shifting the burden to the weskest
stratum in society, the middle classes, and using the price
policy as a means of combing-out wholesalers and retailers. 3/
A far reaching ruling has, indeed, cut the trade margins
for retailers and wholesalers in the Iron and Metal Ware
Trade. 4/ :

6. The Price Legislation of February 1942

1., "Fixed Prices". A large mumber of cartel
agreements on sales prices have been summarily extended
until January 1, 1945 5/ and the duty of the cartels to
register with the Price Commissioner has likewise been ex~-
tended for a large number of cartels.

2, The re-enactment of the L,S.0, with the inten-
tion of lowering the L.S5.0., prices.

3, The substitution of "Unit" and "Group" Prices
for L, 5.0, Prices. The legislative basis is?

(a) Directive of the Four-Year-Plan Deputy
on the Price and Profit Estimates for Armament Orders of
Hovember 6, 1941,

(b) Buling of the Price Commissioner of February
2, 1942,

4., General Rules for Industrial Cost Accounting
as prepared by the National Group Industry and Zpproved by
the Minister of Economics and the Price Commigsioner. 6/

1/ Directive of the Price Commissioner addressed to th® National
roup Trade. See! Xoelnische Zeltung, March 15, 1942; Directive
of the Price Commissioner addressed to National Group Handicrafts
Der Deutsche Volkswirt, March 13, 1942, No. 24, :

2/ Seet Behemoth, p. 283 and the decree of December 23, 1940,
(Frankfurter Zeitung, February 7, 1941) further cutting trade
margins for cloth and textile trade. _

3/ Bowever, the report of the Hconomic Group Retail Trade as
published in Koelnische Zeitung, Jamuary 15, 1942, emphatically
denies that the cutting of trade margins ever had this effect. The
report asserts that the retailers Jjust %tighten their belts® still
more.

4/ Berliner Boersenzeitung, June 11, 19423 Microfilm No. 71

5/ Koelnische Zeitung, April 3, 1942, ' .

6/ ZKoelnigche Zeitung, April 3, 1942,




B, The introduction of meximum prices for Second
Hend Commodities of Jamary 21, 1942, 1/

6. Buling of the Price Commissioner addressed
to the Natmnal Group Handierafts demanding the lowering
of prices. 3/ _

7. Bnling of the Price Commissioner addressed
to the Fatiomel Group Hendicrs.fts ordering the lowering
of profits. 3f

8. The Profit Control Decree of March 31, 1942
with its First Executive Decree of the szme date,

Let us teke the production of the parts of a tank,
sach as treads, cog-wheels, or ball bearings. The general
principle is to establigh Uniform prices for the tank and
its parts, valid wherever the tank or its parts are manu-
factured, either directly or by subcontracting, 4/ If
subcontracting were excluded, the burden of lower prices
could not be shifted from the combines to the amall and
middle plants,

A decree of May 185, 1942 5/ provides that a producer
mey demand 2 price cut from his subcontractor if he himself
lowers the price. Should the article produced by the sub-
contractor not have a Uniform or Group price, he has to
take an "adequate™ price cut, usually of 10 percent.

From thig system of Uniform prices, exemptions are
poseible. Usually two Group prices, sometimes, however,
up to five may be established, and it is even possible to
subdivide aach group. 6/ The reason why Group prices instead

1] Frankfurter Zeitung, April 16, 1942, Microfilm No, 19, end

mBI I, pn 43¢

2/ Frankfarter Zeitung, March 15, 1942
3/ Der Deutsche Volkswirt, March 13, 1942, No. 24.

4/ On subcontracting and farming-out seet Dr. Dichgans (of the
Price Commissioner's Office) in Koelnische Zeitung, March 25, 194.
Uniform and Group Prices are definitely epplicable to subcon-

tracting, Seet EB, February 26, 1942,
B/ Bruss. Zeitung, June 6, 1942, Microfilm No. 68.

Neue Zuercher Zeitung, June 2, 1942, Microfilm No. 71.
6/ Berliner Boersenzeitung, Februery 26, 1942.
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of Uniform prices are established lies exclusively in

the differences of the production costs. The Uniform
prices disregard these differences. The Group prices
reintroduce them to a limited extent. It may be that

for militery reasons the location of a plant is unfavor-
able and causes higher production costs, _J_./ or it may be
that the demand for a commodity is so high that the shutting
down even of inefficient plents must be prevented. 2/

The Uniform prices are estimated on the basis of the
production costs of & "good" plant, that is, 2 plant with
a high output per manhour. 3/ The consequences are obvious.
Firms that have production costs above those of a “good"
plant must elther suffer a loss of profits, rationalize
production, or go out of business unless Group prices.are
establighed, allowing them to Join a higher Group price.

The principle of Section II, No, 8 of the R.P.0, has
thue become the basis for the new price system with the
difference, however, that the medium-cost producer of the
R.P.O. has been replaced by the low-cost producer,

German economists have now discovered the value of
the American 5 and 10 cent store, (Einheitgreiggeschaeft). _ﬁ/
VYhile the 5 and 10 cent store, has been frowned upon by
German legislation and the middle class philosophy of National
Socialism, the Nazis now discover the great economic value
of the American system, 5/ = system which simplifies and
chespens ssle, rationalizes purchase and supports small
industry to which uniform employment is guaranteed. While

%, :ferliner Boersenzeitung, February 26, 1942.

2/ 1Ibid.

3/ Seet the extensive discussion by Franz Sternal in

Die Deutsche Volkswirtschaft, 1942, No. 14 (May)

:Lj Frankfurter Zeitung, April 8, 1942.

5/ TEspecially Der Deutsche Volkswirt, Mey 22, 1942, Nos, 34-35,
Do 113-4,
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this anelogy may be rather far-fetched (although anti-6
and 10 cent store legislation may ultimately be,rescinded),.
it is the cartel price which has undoubtedlv gerved as a
model, The Uniform price is nothing buf a Cartel price
valid for the whole territory, and based on the cost of
the low cost producer. This is now admitted by the leading
spokegman of the Federal Price Commissioner, 1/

7. The Significance of the New Pricing System,

The new pricing system will undoubtedly have a great
influence. It provides a powerful incentive for concentra~
tion and rationalization, Just as the normal cartel price
does if it is fixed too low., An incentive strengthened
by the Profit legislation will undoubtedly make for a total
integration of the whole German economy into combines. The
new pricing system may well be considered the most impro-
tant aspect of Germany'’s industrial reorgsnization,

According to the Economigt, 2/ about 30,000 articles
are supplied to the armed forces. According to Fischboeck,
one-third of gll the orders for the armed forces are al-
ready priced under the new system. §j However, the Economist
and Pischboeck must have different figuree in mind, for
in May 1942, Uniform and Group prices existed only for
1,600 products 4/ and early in June for 1,700 articles.
While the Economist talks of tne number for which Uniform
or group prices will have tc be established, Fischboeck
speaks of the value of the armeament orders already under
the pricing system. 5/

1/ Dr. Dichgans in Der Vierjahres-Flan, Way 1942, Yo. 5,
Microfilm No. 79.

2/ March 28, 1942,

3/ Yoelkigcher Beobachter, April 16, 1942, Microfilm No. 19.
4/ TFrancfurter Zggngg, Moy 24, 1942,

5/ 3Bruss, Zeitung, June 6, 1942, Microfilm No. 68.

»
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The extenslon of the new pricing system to civilian
consumption goods is under discussion and is apparently
now applied. ,

The old price stop decree has been continuously cir-
cumvented, 1/ primarily by edding some innovations to
an 0ld product and then calling it new, thereby bringing
it outside the price stop decree. The substitution of
Uniform and Group prices for the Price Stop Decree for
civilian goods will be admittedly difficult, for, in
contrast to government orders, there is a multitude of
purchasers and, besides, the differences in production
coste are too great. Also, while the cartel gystem,
widely spread in the production goods industries, may be
considered as & kind of rehearsal for the new pricing
gystem, cartel prices in the consumption goods industries
were and still are the exception., It is tims ‘unlikely
that the new system will be considerably extendad beyond
government orders. It will be applied to those civilian pur-
chasgers.

8. Uniform and Group Prices.

The basis for the Uniform and Group prices is the
changed L.S.0. 2/ The L,5.0. has been reenacted partly
because there are still products which cennot come under
the new pricing system because they may be produced only
once, or in limited quantities; and becouse, ultimately,
Uniform and Group prices are based on production costs
where the cost sheets "need not be too accurate. 3/ The
new L,S,0, permits, in comtrast to the 1938 regulation,
ded.uctions from the L.S.0, price if production is “unrat-
ional", 4/

1/ Die Deutsche Volkswirtschaft, 1942, No. 12 (April).
2/ Xoelnische Zeitung, March 5, 1942,
3/ Frenkfurter Zeitung, April 8, 1942,
4/ EKoelnische Zeitung, March 5, 1942,




The new L,5.0, and, in consequence, the new pricing
system are supplemented by the new ruling relating to ,
Indusirial Cost-Accounting 1/ issued by the National Group
Induastry after confirmation by the Minister of Economics
and the Price Commigsioner, It regulates problems of de-

preciation reserves, entrepreneurial proﬂ.ts, 2/ etc., which
are not of concern here.

A few words must, however, be devoted to the relation
‘between Uniform and Group prices on the one side and cartel
prices on the other, though no reference to this important
problem has been found and recourse muat be had to specu-
lation,

Raw material cartel prices are not affected by the
new pricing system, for raw material does not constitute
"produced articles®., So far as coal is concerned, there
1s also no need for the government to fix prices different
from the syndicate prices becanse the govermment is a
member of many coal syndicates (Bhenish-Westfalian through
ownership of Hibernia; Upper Silesia through fiscal mines,
etc.) and thms participates in the price fixing as an
entrepreneuar. Potash prices are fixed by law. In all
‘cases, where the govermment is not a buyer of raw material,
it will have no interest in the price of the raw material
bat only in that of the finished product. As a consequence,
raw material cartel prices continue to be valid.

There are no cartel prices for armament goods, and,
in consequence, the problem does not arise here. There
are, however, cartel prices for commodities that may be
Anterchangeably used by the govermment and by private buyers.
In such cases, the prices for government orders will be
the Uniform or Group prices; those for éivilian consumption,
the cartel prices. Mention has already been made that in
all other fields cartel prices remain as they are.

The Uniform and Group prices are established by an
Arbeitsstab, which is composed of representatives of the

1] Xoelnische Zeltung, April 3, 1942,

2/ The examiners of the Price Commissioner are not allowed
to pass upon the adequacy of the compensations received by
the members of the Managing Board. This is left to the
Minister of Labor.
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Price Commission =nd of the Ministry for Armsments asnd

Munitions. The chief of the Arbeitgstad is Dr. Guido

Figcher, formerly professor of Economics at the Univer-
sity of Munich 1/

9. Price lowering and the Commercialization of Price Control

Since the enactment of the Uniform and Group prices,
the policy of the Price Commissioner has been uniformly to
lower the price structure without changing the legislative
enactments., The following laws have been enacted in order
to lower the price structuret

a.” On cartel prices see above P.155.

be The latest trend in price control is the transfer
of price fixing from the Price Commigsioner's office to the
organizations of business,

The three Reichsvereinigungen for Chemical Fibers,
Hemp and Textile Finishing have been authorized by a decree
of Merch 4, 1943 to fix prices and trade margins. 2/ A simi-
lar authorization has been given to the Reichsvereinigung
Iron, 3/ Within a general framework set by the Price Com-
missioner, the Reichsvereinigunzen will now fix all prices
for all raw material, semi-finished and finisghed products.
This trend is the expression of a general "commercislization" 4/
of economic controls.

10. The Legislation of August 11, 1943,

The Reich Price Commissioner codified, in a decree of
Agust 11, 1943 5/ the existing price regulations pertaining

1/ The Arbeltsstab is divided imto various Groups according
to the three services, and other public agencies.
2/ Koelnische Zeitung, March 18, 1943,
3/ EHomburger ¥remdenblatt, Februery 18, 1943, _
4/ This is Fischboeck's term for economic control in Germany.
5/ Berliner Boersenzeitung, August 17, 1943 and

Deutsche Allgemeine Zeitung August 18, 1943,

ol
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to public orders {the so-colled VPOE), The mein points of
the VPO aret

1. Public orders are orders of the Reich, the states,
the municipalities, the associations of municipalities and
of all corporations of public law,

-2, The Nazi Party, its formations and affilistes are
subject to a specisl ruling to be issued by the Party treasurer.

3. Public Orders shall, if possible, be carried out
to uniform and fixed prices. ‘

4, Prices which have already been fixed by the Price
Commissioner according to his principles for Uniform and
Group prices fulfill the condition under 3.

5, Uniform and Group prices for armement deliveries
(according to the decree of May 19, 1942) will be fixed by .
the Arbeitsstab., They will be esteblished in the Ministry
for Armaments and Munitions and fixed by the Price Commigsioner.

6. If no Uniform or STOUP Pprice exigt, Stop or Maxi-
mum prices must be applied to recurrent jobs.

7. 3Both contracting parties must go below the allowed
prices if the allowed price is unjustifiably high.

8, Public orders can be placed on a cost plus basis
only if neither Uniform or Group prices or prices for re-
current jobs cen be applied. (L.30e price see sbove).

The VPO thus establiehes 5 price types, namely:

1, Uniform and Group Prices;

2, Prices for recurrent nerformences, that is
stop or maximum prices;

3. Cost nlus prices = not applicable to combat
material orders.

4, Cost plus standard prices (Richtpreise)

5, Cost plus refundabvle prices.

Yumber 3 requires rigid celculation. The cost plus standard
 price (¥o. 4) is less rigid, while No. 5 - an exceptional
case - authorizes the entrepreneur to ask refund for his
own costs no matter how high.

24~68284ABCD |
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Iv.
Investment Control 1/
Introduction

By investment control is understood the sum total of
all government measures that direct the flow of capital
within a national economy.

The measures taken may be classified as follows:

1. There may be direct government orders to
inv‘est in a specific branch of industry; or direct pro-
hibitions not to invest

2+ There msy be measures whereby the government
itgelf finances plans

3. Profit control measures directly affect the
flow of investments

4, There may be measures which, without containing
direct investment orders, indirectly steer the flow of capi=-
tal in a desired direction. Those indirect measures msy be
classified as follows: v :

a., the taxation policy
b. raw material allocation
c. allocation of machinery
d. &allocation of labor
. 8. rationslization
f. price control

‘We are not concerned with the taxation policy and have dis-

cussed all other indirect investment measures.

We have tlms only briefly to indicate the first two
problems.

1. Direct Investment Orders.

a. A direct investment control exists oniy in the

1/ This chapter merely summarizes some mejor points, A more
complete discussion of investment control will be found in
the Bection on Finance.
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field of banking, savings bank and insurance institutions,
executed by the Reich Commissioner for Credit Control, 1/
The statute on the control of credits defining the Commisg~
sioner's powere has been re-issued on September 25, 1939, _2_/

b. Direct investment control over industrial
plants 1s vested in the Minister of Economics by the Com-
pulsory Cartel Act of July 15, 1933, which authorizes the
Minister to prohibit the establishment of new plants, the
expansion of existing ones, and generally to regulate plant
capacities.

c. The Anleihestockgesetz (Dividend Limitation Act)
of 1934 3/ restricted the distribution of dividends to 6 per
cent and, in some cases, to 8 per cent, IExcess dividends
had to be invested by the corporations with the Gold Discount
Bank which invested them, on behalf of the stockholders,
in government bonds. The bonds were to be redeemed in 1938
and could be used for the payment of taxes in 1941 and the
following years. The act intended to make the stock market
less attractive to private investors and to channel the savings
into government bonds. The effect of the Act was insigni-
ficant because by the end of 1940 the accurmulated dividends
amounted only to 108,000,000 Marks.

The decree of Capital Trensactions 4/ made the issue of
stocks and shares of Jjoint stockcorporationsiand limited
liability companies dependent upon the consent of the Mini-
ster of Zconomics, The executive decree of July 25, 1941 5/
eased the provisions of the prohibitions to some extent.

1/ Decree of the Ministerial Council for the Defense of the
Reich, September 15, 1929 (BEBI I, 1953)

2/ BERI I, 1955.

3] See the survey by C. W. Guillebaud, The Economic Recovery
- of Germ London 1939, pp. 77, 78, 252=3

47 Verordnung ueber den Kapitalveriehr.

5/ TFrankfurter Zeitung, August 28, 1941.
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The ban on stock market issues was in full effect
until 1936, and was almost abandoned in 1939.

2. Self-Financing.

In 1939, however, industry was no longer depen-
dent upon the stock market or the bank for financing plant
meintenance and plant expansion. Due to high prices and a
lenient tax policy, it had been zble to accumulate reserves
and to defray the cost of expansion out of its own means, 1/
The undistributed profits rose as follows:

B 175,000,000 in 1933
to B 1,200,000,000 in 1935
and BM 3,420,000,000 in 1938

and have risen since. The figures apply only to Joint-

stock corporations and limited liability companies. We have

to add the undistributed profits of individual firms, part-
nerships and limited partnerships, and mey come to a figure.

of BM 5,000,000,000 in 1938 - as compared to only EM 1,200,000,000
distributed profits in 1938,

This state of affairs prevailed up to 1942. Government
expenditure was mounting; agricultural pressure groups de-.
manded either a reduction of industrial prices or an increase
in agricultural prices.

Speer appointed Dr, K. M, Hettlage Genersireferent (General
Consultant) of the Ministry for Armement and Munitions. In
August 1942, Hettlage published an article entitled "Finanzie-
rungswende" (A Turn in Pinencing) 2 2/ in which he announced
the followingj in the future, the German government would
not make advance payments to German industry for the manu-
facture of armament goods. The advance payments, so he con-
tinued, often constituted 60% of the order and the total

1/ See 0SS report: Banks, Industry and the Nezi Party, June 21, 1943,
ep A_“LMJ
2/ Der Deutsche Vollkswirt, No. 45, August 7, 1942.
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amount of sdvance payments already amounte® to ®M 5,000,000,000,
This, he sald, was a heavy strain on the German treasury.

New "Principles for the Financing of Wehrmacht Orders" were

then published. 1/ They are valid as from October 1, 1942, For
ell orders placed after this date, no¥ new advance payments were
to be made. Industry was referred to the assistance of the banks.

This wes facilitated by the following procedures: 2f
_the Wehrmacht issues 2 confirmation certificate of its order
together with the authorization to cede the claim against it
to a bank, savings bank, or insurance institution, end assumes
bail for 30% of the ceded smount, In this way, the banks began
to assume again a much greater economic significance than they
had before.

The new system of financing proved very unfavorable
for the subcontractors who experience great difficulties in
securing the necessary credits. Previously, the prime
contractor had handed out to them the money that he had
received from the Wehrmacht. Now the sub-contractor was
left to his own devices. The 80?’5 bail that the Wehrmacht
granted was applicable only to the prime not to the sub-
contractors, The National Economic Chamber had, thus,
publicly to demand that the prime contractor assist their
sub-contractors to secure the necessary funds, primarily
by issuing bills of exchenge to be discounted by the banks. 3/

- We may thus say that there has never been 2nd is not
now a conscious overall investment control in Germany, The
major burden of finaneing plant expansion was left to in-
dustry. Controls were thus indirect, as mentioned above,
though probably not less effective.

3. Profit Control.

The first genuine profit control legislation was enacted

1/ Der Wirtschafts-Ring, 1942, Yo. 33, August 14, 1942,
2/ See DAZ, May 6, 1943,
3] See DAZ, May 6, 1943,
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in March 1941 by the then Price Commissioner Wagner. It
failed, although it was intrinsically sound, because it
took the individusl position of ‘each businessinan into
accou.nt and demanded the surrender of excess profits.

Thivs is recognized by nearly 21l National Socialist
spokesmen, 1/ who csll the old profit tax “dynemie", the
new one "static!., Yet there was reason to doubt that they
could ever be carried out. 2/ It was unlikely that a
buresucratic machine would ever be able to check upon each
single producer and trader so as to find out whether he
had made excess profits.

It is now generally admitted, even by Wagner's suc-
cessor, Dr, Fischboeck, that a considersble part of the
Price Commissioner's staff was busy with profit taxation
80 that the original function of the Price Commissioner!s
Office was increasingly neglected. In addition, jJuris-
dictional disputes broke out between the Ministry of
Finance (that is, for all practical purposes, the Secretary
of State, F. Reinhardt) and the Price Commiscsioner, and
there is no doubt that industry joined forces with the
finance ministry against the Price Commissioner, not only
becanse industry naturally dislikes a profit tax but also
because this type of highly individualized profit tax cre=
ated an enormous amount of administrative work The new
nrofit tax lebislation aims ats

1. Guttins' red tape;

2. Egtablishing. the authority of the Ministry
~of Finance over taxation; and .

3. Providing an incentive for rationalization.,

" The first two functions do not concern us and the third
will be dealt with only briefly. The result of the old
profit control measures was financially disappointmg. Up

1/ Der Deutsche Volkswirt, April 24, 1942, Wo. 42.
2/ See. Behemoth p. 317.
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to the end of February 1942 (that is, for 1l months) only

B! 232,000,000 had been surrendered to the Federal
Government. 1/ The funds, tims collected, in addition to
those collected under the new lezgislation, will be separately
administered by the govermment. A decision as to how they
shall be utilized will be reached after the war, The gove
ernment is "not interested" in the funds 2/ which may be
considered as a kind of deposite for industry. g/

The decree of March 31, 1942 4/ contains provisions
for an increase in the corporation tax and new excess pro-
A58 tax regulation. )

The new excess profit tax is laid down in the first
executive decree of March 3L, 1942, __/ Subject to the pro-
fit tax is the income of entrepreneurs 6/ from their entre—
preneurial activities to the extent that this income is
subject to the income or corporation tax., That is, entre-
preneurs are taxed if:

1. Their income in 1941 has exceeded 30,000 Marks:
and

2. The income for 1941 as compared with that of 1937-8
is "extraordinarily® high;

3. Incomes are considered "extraordinarily® high only
if they exceed 150 percent of the income of 1938 or a mini-
mun of R 30,009 . '

1/ Berliner Boersenzeit}%, 4pril 11, 1942, Microfilm To. 20,
according to a statement by ¥, Reindardt.

2/ Frenkfurter Zeitung, April 12, 1942, Mierofilm No. 20.
3/ Tet apparently, industry need not, in the tax returns,
name the thus surrendered profits under assets. See:
Hemburger Fremdenblatt, April 15, 1942, Microfilm No. 18,

5/ Deutsche Bergwerks-Zeitung,April 10, 1942.

6/ To free professions, charitable institutions, etc. The
legal form in which entrepreneurial activity is exercised, is
however, without relevance, See! Section I of the first
executive decree.
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The exemption of BM 30,000 has tlms three different
meanings. Entrepreneurs earning less than EM 30,000 are
exempt; the permissible excess profit for 1941 over 1938 is
always at least R 30,000; end the permissible profit in 1941
is alweys 2t least RM 30,000, 1/

The tax rate is 25 percent for natural persons and so-
called "personal® corporations (that is, partnerships and
limited partnerships); and 30 percent for "capitalistic!"
corporations (namely: limited lisbility companies; jJoint-
stock corporations; limited partnership-joint-stock cor-
porationss.

Not subject to the tex, if application is made, are
profits made on deliveries under Uniform or Group I prices
ingsofar as prices have been fixed jointly by the Minisgter
of Armament and Munitions and the Price Commissioner, This
will be made clear by the following ex=mple. Let us assume
thatt

1. The total turn-over of a corporation in 1941 was
M 20,000,000.

2. The turn-over at Uniform or Group I Prices was
B 15,000,000,

3. The extraordinary profit increase was REM 500,000,

4. The excess profit tax is 30% = BM 150,000.

5. The deduction permissible for Uniform or Group I
Prices is then 75% (15:20) = RM 112,500,

6. The tex is thus B

Fifty percent of the profit tax may be left to the
entrepreneur if he establishes that he needs the amount
either for reasons of maintaining and increasing the pro-
duction of armament goods (wehrwirtschaftliche Gruende);
or if he is in distress. The Gau Economic Chamber has to
be heard before the tax officers decide upon applications
of such kind, 3/

1/ Seet also Frankfurter Zeitung, April 12, 1942, Microfilm No, 20
2/ Taken from Berliner Boersenzeitung, March 29, 1942,

3/ Ruling of May 20, 1942 in Bruss,Zeitung, June 5, 1942,
Microfilm Ho, 68,




The decree, besides, allows the tax officers to con-
sider "extraordinary circumstences" such as changes in the
financial and organizational structure of the enterprise,
etc. The remaining provisions are without interest. The
total burden of Income, Corporation and Profit taxes must
not exceed 90 percent of the total profit. 1/

The new profit tax and the reasons therefore brought
forward by National Socielists play havoc with the doctrines
that deny the capitalistic character of the National Soci-
~alist economy. Tunk, Fischboeck and all the magazines and
newspapers cited 2/ meke this abundantly clear. The Nazi
regime does not appeal to the patriotism of the German
industrialist but to the profit instinct. The new tax is
deliberately designed in such a way as to induce entrepreneurs
to deliver at Uniform and Group I prices that are lower
than the old L.S.0. prices. If they want to enjoy the
exemptions of the decree, they must sell more cheaply.

This, in turn, requires a greater exploitation of the working
class plus a more efficient organization of the plant.

If they do so, they receive a financisl reward. Consequent-
1y nearly all entrepreneurs have joined Group I, the lowest
price group.

There is no doubt that the new profit tax provides a
psychological stimulus for more production while it lessens
the burden of the dead hand of the public and private bur-
eaucracies.

In March 1943, the excess profit legislation was streng-
thened. The exemption was lowered from EM 30,000 to EM 20,000
end the 150 percent "normal" profit has been reduced to 120%

1/ Buling of May 20, 1942 as above.

2/ i.e., Der Deutsche Volkswirt, April 24, 1942, No. 30
end Nos, 27-28; Deutsche Berzwerks-Zeitung, April 10, 1942;
Berliner Boersenzeitungz, March 29, 1942 and April 11, 1942;
Koelnische -Zeltung, March 21, 1942; Frankfurter Zeitung,
April 11-12, 1942,
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