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ORAL -STATEMENT

Wle have won a war with Germany for a second time in less than- 30
years. Today the most important question facing us is: "That can we do
to prevent a third World War"? In my opinion, the subject of the Committee
hearings i.e., "the economic base for German aggression" is the important
key to the problem of peace,

There may be many solutions to the German problem of a polical and
social nature. Of none we can be sure, however, unless steps are taken
to see to it that the economic and industrial potential of Germany does
not permit her to wage another war of aggression. Hence, it seems most
timely that through‘the forum of your Committee, while memory of battle
and death is still fresh, the American Congress and the public will beconme
acquainted with the fact that a powerful German economic base for aggres=
sion gtill exists at this moment -- and that it must be eliminated or
controlled before we will be able to live at peace.

Fo; many months now the Fereign Economic Administration, through its
-Enemy Branch, specially constituted for this purpose out of various units

" of FEA concerned with economic warfare problems, has been engaged:in a
broad and inclusive study of what we call "German economic and industrial
disarnanent". This extensive study and prograiuming project was undertaken
by FEA in response to a direction from the President last fall in which
he instructed me to éarry forvard "studies from the econonmic standpoint
of what should be done to linit the power and capacity of Germany to make
war in the futurc“. Tﬁe Directof of the FEA Enemy Branch, Iir, Henry H.
Fowler, who is hore”with ne today,,is in charge of this work, In the
detailed statement, which is to be presented for your record, there is a
brief account bf.samo of the work projected by the FEA Enemy Branch in

rospongo to this frcsidential dircction. Anong other things, this FEA
work progran includes; as its major feature, the formulation of a specific
prograii for German ecohoﬁic and industrial disarmanent -- industry by
industry == designed to applyﬁto Gernany as a whole, This is precisely
tge type of specific progrﬁu which lir. Baruch advocated before the Senate
Military Affairs Comuittce lasi weck.

Let ne hasten to add that in undertaking and carrying forward this
extensive and iﬁportant study project, the FEA does not preenpt to itself
the function of deciding what American policy should be on this subject or
the job of exccuting that policy through inteinational ncgotigtions or

the performance of occupation tasks in Germany.
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The task of advising the President on executive policy on this subject
is one shared by various agencies, including the FE4, acting under the
direction of the Department of Sfate. The negotiatory and executory
responsibilities fall logically to the State and War Departments, In
accordance with the:P?egident'g letter** FEA tries to perform the role
of a service agency for the agencies charged with negotiatory and
executgry functions and to promote understanding, appreciaticn and
knowledge in the U. S. field representatives of the problém of
economic and industrial disarmament of. Germany,

Because of the delicacy of the entire German question during
the period of actual hostilities, we have had to work quietly upon
this subject, But now that hostilities are over, the FEA appreciates
this opportunity to present to this Committee of the Congress its
impressions of thenature and magnitude of the problem of German
economic and industrial disarmament. I believe this to be a matter
of the highest importance for the following and obvious reasons.

Unless the American people, speaking through the appropriate
officials of their government, are prepared to enter into the under-
takings that will be necessary to sustain their security by
affirmative action regarding Germany's economic and industrial war
potential, all of the studics, knowledge, and programs that a
Government agency can develop will be of no avail. Indeed, such a
policy'will prove fruitless unless the American people arc willing
to commit themselves to a course of determined achion over a long
period of years that is designed to render Germany economically and
indusf.‘,rially incapable of waging World War III.

This job of controlling Germany, I must emphasize, is no short
term business, The Germans are capable and industrious people. They
are fired by their desire for revenge and can rebuild an industrial
war ma?hino and reorganize it for war purposes in a few short years,
regardless of the damage wrought bv bombing and regardless of the .
deprivation of existing facilities through removals or destruction,
Cartels struck gsunder today may be restored by an agreement
tomorrow, German industrial assets held abroad, although wiped
out tomorrow, may be built up again within a decade. Although during’
the year 1945 we may confiscate Germany's tools and implements. of
war down to her last gun, a few years from now war materials may flow
out of German plants in newer and deadlier forms -- unless we take

** Letter of September 29, 1944 from President Roosevelt to the
+ Foreign Economic Administration.
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steps to prevent such a catastrophe from-happening.

Hence, I say that this probiem of eliminating and controlling Germany's
economic base for aggression is no short term job. But it can be done, if the
public realizes that it must take out and maintain insurance against future
German aggression. Insurance means premium payments in vigilance and positive
action —- payments which must continue for decades if protection is to be
maintained.

Balancing the costs of such insurance against the fatal consequences of
a new holocaust of war, I submit that the American people should protect them-
selves with this security.

Although the problem is a long term one, it does not follow that we have
a long time to make up our minds about Whether or not we will undertake to deal
with it. Many decisions are upon us now, Action or inaction today will pre-
judice our later opportunity to achieve our basic aims. To wait untii many
months of occupation have lapsed before beginning the necessary measures would
almost surely constitute fatal delay.

In order to save the time of the members of the Committee this morning,

I am submitting for incorporation into your record a detailed statement dealing
with this problem. It will be the purpose of this statement to acquaint this
Committee with the existence and dimensions of Germany's economic base for
aggression as it still exists today. (See Chapter L.) Secondly, the statement
presents a brief outline, largely historical, of the mistakes which we made
after the first World War, in treating Germany's base for aggression and the
way in which the Germans took advantage of these mistakes and réarmed for World
War II. (See Chapters 2 and 3.) Finally, this statement will address itself to
some of the measures we are using to develop the outlines of a full-fledged
long term program for German economic and industrial disarmament, including the
work in which the FEA Enemy Branch is presently engaged.

In conclusion, I am glad to be able to place in the record of this Committee,
the first chapter of what promises to be one of the most important stories of
our time. What we have endeavored to prepare and present today is an appropriate
back drop for the many succeeding occasions in which this topic of preventing
renewed German aggression will be discussed. Iess dramatic than the account of
battles, but basically more important, tﬁe effort of our government to énticipate
and defeat the forces that would fight and win World War III surely deserves con-
tinued and intensive national attention. I contratulate this Committee upon its

determination to put this problem at the top of our national agenda.



SUMIARY OF WRITTEN STATEMENT

It is the purpose of the statement submitted today to pro=-
‘vide for the Committee's record aﬁ appropriate factual backdrop
for the many succeeding occasions on which this topic of Germany's
economic base for aggression will be discussed.

In order to.prcvide this perspective, the statement includes:

(1) An appraisal of the nature and extent of Germany's

present day economic base for aggression (see Chapter I).
(2) A review of the inadequacy.of the disarmament provisions
in the last Treaty of Peace (see Chapter II).

(3) An historical analysis of Germany's rearmament for
World War II on the economic base left to her by the
victorious Allies (see Chapter III).

(4) Some observations on the task of development of a progfam

for the economic and industrial disarmament of Germany

(see Chapter IV).

Germany's Pfegent Economic Base for Aggression

lThat is the nature and extent of Germany's economic base for
aggression as it exists today?

Unhampered by international: restrictions or intervention, and
given the will and political leadership to prepare for war, Germany

-c'oﬁldlbe far better prepared for war econoﬁlically and industrially
within a few years than she was in 1939, _

It is easy to ;onfuse.a ipomentary inability to utilize an in~-
dﬁstriai pﬁtential for war that is a natural consequence of defeat
with a permanent elimination or control of Germany's ph&sical war-
making power, .

Allied bembing and military operations accomplished their
mission. That mission was to harass and damage Gernan industrial
production or reduce it to possession by force of arms in order to
achievé the defeat of the German armed forces.

But, such military operations, basically selective in their

character, were not and could not be executed so as to eliminate
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permanently a national industrial war potential. That can result only

from the making and keeping of the ﬁeace in such a way as to complete
the process of German economic and industrial disarmament and prevent
any rearmament.

Tbe most important fact about Germany today is thc size and range
of the existing German industrial plent. It has been geared for total
war and can be geared again; the bone, muscle and sinew of the ceonomic
end industrial war powcr that ncarly conquercd the world is still in
oxistence ==~ Gormany's cconomic base for zggression remains to be
eliminated or put under long term control, LT, L :

What arc the comnonent elements of this existing economic base for
aggreésion?

A principal clement is a huge machine shop cqually capable of
turning out arms, ammunition and implements of war and a wide variety-
of useful peacetime products. The possession by a nation of a large
installed stock of machinc tools constitutes a major elcmont in a war-
meking capacity, outweighing the military potential of population numbers.
Germany with a 1938 population of 70,000,000 had a machine tool inventory

and a machine tool building capacity larger in 1939 than that of the U,S.

with more than 130,000,000 peoplc and a morc highly mechanized civilian
cconomy. It is belivved todey that oven with allowances made for damage
and obsolescence, Germeny has in cxcess of 4,000,000 tons of machine
tools together with a vast undamaged capacity for new machine tool pro-
duction. As it stands today, Germany, cxccpt for the U. S., is the
outstanding machinc shop in the world, .

This huge machine shop is bascd, in tumm, on an iron and stcel ca-
pacity which cven before Germapy cntered the war was capablc of producing
25,000,000 tons per annum. The greater part of that capacity is available
today, given rubblc rcmoval and some basic repairs.

In the light mctals fiecld, Germany's capacity to produce aluminum
approaches 250,000 tons per year with only a rclatively qpall percentage
incepeble of opcration bicausce of bomb demage.

Despitc rather substantial bombing demage thc capacity of a huge
German chomical,inﬁustry rcmains or cen be rebuilt in a sho;t time.

Sonmc scgments of it, such as that devoted to the production of synthctic
petroloum, were substantially curteiled in their operation in the latter
steg:s of the war bceause of bomb damege. But, substantial scgments. of
the industry are capable of high lovel operation in the near futurc, given
en opportunity to repair and rchabilitate,

Fundementally, this is the story 21l the way up and down the scale of
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industrial production, liany buildings stond in rubble, including a vast
amount of residential housing, Many plants werc damaged sufficiently to
put thdm.out of opcration for the war just ended. But, a huge block of
industrial capacity is or can be made aveilable for operation, given a
reletively short period and the opportunity to repair and rohabilitate.
The skill, "know how" and physical capdcity is there,

The shape of the German cconomy of the future, war like or pecaceful,
will depend fundamentally on what happu;s in thoc months ahead, not those
just bchind. b
- Many raw materials arc cvailable tp provide the working materials for
this industrial potential. Cozl is still in the ground, in huge deposits.
The forests still grow. Through a marvelous capacity for synthotic pro-
duction, supplics of textiles, rubber, pctrolcum, nitrogen and many other
items not available in their natural séato in Germany ean be produced
in synthctic form.

A huge clectric power industry,'basod on both ordinary coal and so=-
called brown coal stands rcady to provide power for the wheels and tools
to fashion the raw materials iﬁto scmi-finished and finished forms. Germany
bas the capacity for an outstanding position in many of the vital componcnts
indystrics. It has an outstanding clecctronics and ¢lectrical cquipmont
industry and a supecrb precision and optical instruments industry. These
arc examples of industrial supcriority and capecity which are csteemed by
our military production authoritics cs vital e¢lemonts in a war machine, par-
ticularly where they exist in a highly oversized form., This cxistence in
Germany to producc a given material or product in amounts far beyond that
nceessary for a peaceful civilian océnomy must be considered as a threat
to peacc.

As vic vicw a prostrate Germany cconomy today, let us not: forget that
in 1944 the Germen nation achicved the highost general lovel of production
in its cntire history, despitc heavy losscs in war casualtics, tﬁo abscnce
of a huge quantity of manpower of an amy beyond her boarders and the impact
of aerial attack and economic warfarc.

Apart from the purcly physical availability of plant, raw matcrials,
and power cepacity, therc arc other importent compongnts in Germany's
ccononic basc for aggression which must not be overlooked.

The last months of the war provided ample tecstimony to her amazing
technical ability to pfaducc now weapons end materials as a result of

orgenizod technological rescarch end development., The organized and adequatcly
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financed research institutions, operating independently of or in connection
with nomal industrial opcrations and including large numbers of highly
treined and specialized aciéntists, constitutes one of the most important
perts of the German war machine.

An cqually important and somctimes overlooked base consists of tho
properties prescntly or formerly owned by Germans which are located outside
the physical borders of the country, togcther ﬁith a wide variety of ceonomiec
end trade activitics vhich constitutc a trensmission belt for the achieve-
nent of German economic and political objectives. Through German ceconomic
penctration, and the Fifth Column activities on which it was based, Germany
won an amazing string of victories. It is this ccononic basc for aggression
outside of Germany, which likc the Fifth Column, can be most casily overlooked
in any organized cffort to defcat the peace. Why? Because this is the
base which cen be nost readily utilized in all of the varied countrics when
the cynosure of all eyes is upon the prevention of organized planning for
aggression in Germany.

Some clenents in this basc for aggreossion outside Germany arc long torm
investuents in.industrial and comnercizl enterpriscs, stock piles of raw
moterials and nerchandise usable for rencwel of quick trading; gold holdings,
sccuritics and banit deposits in ncutrsl countries or in the hands of cloaks-
in allied nations; private trade agreaments in the .ficld of cartels, patents,
liccnaqs, cte, . o R I S PN BT L o e

Finally, we-nust not overlook the highly integrated control of German f"
cconony which has bocome both traditional and intcnsified. This integrated -
control took nany forms, somctincs manifost in the relationship botween the
statc end industry, somctines between German military lcaders and private
industrial organizations, sonctines being effected by trade organizations
themselves through the cartcl and similer dovices. It is casy to be de-
ocived by the tenporary statc of disorganization of the Germany cconomy
about which we hear so much, The ycars of working together in a highly
organized fashion which have ercated a hebit pattern and nmanner of doing
business that is ocasily rcconstituted.

THE INADEQUACY OF THE DISARMAMENT PROVISIONS
OF THE TREATY OF VERSATLLES

Whet can we learn fron the history of our last cxpericnce in peace=
neking, concerning an adequate treatment of this economic base for ag--
gression? -

Alrcady wo have avoided two of the difficultics that last ting de-

fecated an attenpt to prevent Gernmany from making war again. We have avoided
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a nogotie.todl peace, We have instituted allicd authority in liocu of a
Gernan governnent. We have cgreed ?h&t Gerpany | ghpulcl be treated as a
dofeated netion end disarmed so conpletely £ﬁ§t she woul& not be able to
nenace the pcople of the world.

Lest tine the disarmancnt of Gernany was conceived of as a pert of a
universal disermament, not as & specific prograin for preventing a recur-
rence of Gernan eggression that night impinge -upon the sovercignty of a
Gernen governrent. . Sats G

- Last tine Gerneny was permittod to retain and equip an. army....The
possossion- end nanufacture of arms, annunition and ing}pments‘of-warawas
only rostricted. - ‘It was not abolished.

The: provisions of the Treaty of Versailles were cloquent in their
onnission :¢f provisions censtituting e progran for the elinination or
control of Gernon industrics capable of nilitary production. - They aimed
rethor at roducing the standing military forces of Germany and the amount
of truc nilitary ecquipnent they. could retein and nanufacturc,.. - :

Lest tine thefe were ‘wide-spread atteonpts to violate and evade the
provisions restrieting -the naintoaincnceof or redevelopmont of Germany's
arncd night. Tho enforcement coruiissions were slow in beginning control.
They were possessed of inadequate powers, badly understaffed, and
particularly hanpered by the lack of adequate Allied intelligence personncl.
A surprising coursc of Allied policy of upholding Gernan sovereignty against
the role.of the connission greatly interfered with enforcenment activities.

THE ECUNOUIG AND INDUSTRIAL REARMALIENT OF
GERMANY FOR WORLD WAR II

Even before World Wer I was over, German military leaders were analyzing
the causes of their inpending defeat and planning for the next war., They
found‘fow defects in Gernen armsand nilitary strategy. The nmain weakncss
thet they discoverdd was in the field of war econonics.

The Treaty of Versailles abolished the Gornan General Staff but the
Geran General Staff was able to eireunvent that prohibition by continuing
its work in verious governnentcl organizations.such os the National Archives
where thoy purportedly worked on a_historical-study of the First World War.

Not long after: 1918, thé Gornan Gemeral Staff set up schools, to train
Goiren officors in military cconomics and industrial organization, By
tho' niddlc 1920's nany Gernan officers trained in thosc schools had been

i . sent..out to help.and guide German industrialists to recam Gormany ceononically

end industrially for World War II,



;=6 -

By the ond of 1923 the Gornan Staff's plans for the next

World War weré so apparent that the British Brigadicr General,
John H, Morgan, of the Allied Disarnanont Comnittco was able to -
state:
"Gernany is in nany respects far better preparced, industrially
spoaking, for a groat war than sho was in 1914."

The Gernen Genoral Staff did not eonfinc its:economic offorts
to Gernany itsclf., In fact they hardly had surrondercd in 1918 when,
working closcly with thc industrialists, they cncouraged and organized
the flight of spocialized assots ond personncl fron Germany. Bluc
prints, plans and many valuable docunents, and in sonc instances,
cquipnent and nachinery, werc taken from Germeny into neighboring
countrics whorc German reosecarch and development was continued.

Therc drc nany excmples of this:

For instance, not long after the Amistice of 1918, train after
troin crossed the Gernen border into Holland bearing .equipnent and
naterials of an inportant Fokker airplanc works. Along with then
“wont Gernen technicians. A sinilar incident ocetrred with regord to
o Dornier subsidiary which was cstablished in Switzerland, just across
the leke from its parent company in Gernany.

A1 thréugh the 1920's the Gernan General Staff and the
industrialists continued their cfforts to reorganize and preparc the
Gernoan econowmic and industri&l syston for World War II. They
instituted and nancgod inflation; they arranged for foreign loans
to Gernany; they were: able ia-uékc arraﬁécnents with the Allies so
that Roparations actually werc used to pronote their plans rather
than to inpodo thon ‘and thoy widened and strengthonad the nectwork of
donostic and internaticnal eartcl arrangenecnts for the sanc purposce
This Comnittéc has alrcedy conddeted hcorings with rogard to thosc
cartel errangenents, For that reason I beliove' it is unnccossary to
rofer to then furthor in this sunmary. -

When the Nazis caue to power in 1933 they found that long stridos
had been nade sinee 1918 in preopering Germany for war fro@ an .ccononic
and industrial point of vicw. Howover, thoy elso found that Gernany
was lacking in many basic Tow naterials and thet hor inports of those
netorials end her production of necessary synthotics would have to

be incroascd. Working closcly with the German General Staff, the Nazis
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achicved a high degree of success. ‘In particular their foreign
trade poliey toward the countrics of South eastern Europe was so
successful that during World War II Germany was ablc to obtain a
very high percontege of strategic raw natorials from tho Balkans
and Gentral Europe.-

Today, many people are inclined to give the Nazis crodit_and
blane for Germany's acconmplishments and policies fron 19333;'.935-
In reality, the Geman General Staff and the military German authorities
were equally rosponsible.. During those years, Gernmany was in fact
ruled by the Nazis in .partnership with the German General Staff and ¢
the nmajor industrialists. Any cffective program of economic and
industrial disarmanent which we and our Allies undertake nust take

cognizance of this fect,
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SOME OBSERVATIONS ON THE TASK OF

DEVELOPING A PROGRAL OF GERMAN ECONOMIC AND INDUSTRIAL DISARMAMENT

How are we to cope with this problem .of Germany's economic base for
aggre831on in the 1ight of our failurea and difficulties in the history of
our experience after horld War I? ‘

The pr;biem mﬁst ba studied in?gns;vely_and-a program for action devised;
regular andlintensivé-discussions and negotiations with our Allies should
continue; an adequate short term policy should be maintained so that long
term plans will not be unduly prejudiced; as soon as is congonant with
sound judgments and carefﬁl study a U. S. policy for a long term program

'of German industrlal disarmament will be determined at the highest level;
afterwards, through diplqmatic,negotiations and the exercise of vigorous
policy, we can éeok ; Qubétantial measurce of agreement on the part of our
Allics. I

Confronted by tﬁis rather simple and obvious course of action, the
responsibilities of the FEA arc limited to the first point, namely, the
study of the problom of German cconomic and industrial disarmament and the
development of a speceific and definite program for U. S, ‘consideration,
This rosponsibility is derived from a letter from the late President,
direccting the Ageney to make "studies from the cconomic standpoint of
what should be done after the surrender of Germany to control its power
and capacity to make war in the future." "The responsibility for the
carrying on of negotiations and the execution of U, S. poliecy and
programs in the field, falls to such organizations as the Allied Control
Council or the Reparations Commission, in which U, S. representatives
operate under the direction of the President and the Departments of State
and VWar,

The FEA has sought to exceceute the President's dircetion to organize
and acceclerate studies and programs bearing on the subject of German
cconomic and industrial disarmament by various deviecs,

It has cstablished a new organizatiohal unit known as the Encmy Branch
for this purposc. It has transferrcd to that Branch the substantial
quantitics of files and information concerning the German cconomy which
FEA and its predccessor agencies had collected in the business of cconomic
werfarc and the continuing study of the cnemy's economic potentials and
institutions. It has transferred to this Encmy Braneh all of the staff
availeble from the Economic Warfarc Scction of the Ageney and other units
doing rclated work,

It has sought to bring together in the study and analysis of this

problem a varicty of cxperts in or available to many of the Exccutive
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Lgeneics, It has sought affirmatively to widen the eirecle of trained
minds aveilable to this government who would work toward the formulation
of an sdequate progrem for dealing with it.

The attention of the Committee is dirceted particulerly to onc group
of projocts which werc launched some months ogo and constitute, in our
judgonont, the most intonsive and organized attempt yot made to develop
the cssenticls of this new scicncc of. cconomic and industrial disarmament.
A deteiled description of the inter-cgeney study project on this subjoct
which is being carried forward by the FEA Encmy Branch is described in
peges 37 through 42, and is the subjoct of cxhibits 7 and 8 to the State-
nent .

The conpletion of thesesbudy projcets within the month should result

(=

) &n organizecd consideration by experts drawn from various

4]

backgrounds of the morc important components in Germany's
ccononic basc for aggression, ALmong other things, they
will providc specific industry by industry studics which
lir. Baruch suggostod be prosccuted in his appearance before
the Committec last wock, b
(b) Creation of & serics of adequatcly preparcd writton anslyses
of the various topics sclected for detailed cxanination. Theso
reports arc being prepared to include not only a description of
the particular Gorman industry or cconomic resource under
congideration, but also to deal with various detailed quostions
that undoubtedly will be raised or answered in conncction with
any intcrmational considerations of a long tern progran. They
will inelude rocornondations of a spocific and definitive
charactor, although they will be advisory only to FEA and the
other cgeneios coneernced, and not have the force and cffeet of
" adopted government policy.
(¢) The carly provision of a basis for scarching and complecte
tochnical discussions of the problens of Geruan economic and
industrial disarmament by our appropriate representatives,

These 27 study projects are being: conducted in a variety of ways. To
hendle neost of the specific industriel projects, the FEAL worked out carcful
cooperative arrangements with a number of departments and egencies of the
governnent, including State, Wer, Navy, 0SS, Commercc, WPB, Intorior ang
othors, possossing or having cccess to specially trained technical personnel,
In sonie cases, a givon project hes been redelegated by the FEA to a particu~

lar agoney becouse cf a peculiar aptitude of the personncl of the ageney



" to dezl with tho subject. In doaling with other projects,

Hparticularly thosc of an eccnomic character,‘involving_sqph_
difficult and troublesone questions as cartels, Gergnn,assets.
‘abroad, and inter-corporate relationships, the FEL had depended
prinarily upen its owm personnel.

These reports, now in the process of completion, will be
subnitted to the FEL as reports of the individuals who scrved on
the Comnittecs or prepared the rcport, specking from their own
knowlcedge and point of view, rather than as reports reflecting
the policy or fixed vicws of the agencices to which they are
attached., The reports are being made to not by the FEA. Rgﬁher
then constituting adopted policy of the Executive B;nnch, they.are
being prepared for the advice and informetion of officials
responsible for the making of such policy. They will incorporate
the inforned views and judgenents of the best experts available to
the governnont, orgenized end asscnbled in an orderly nanncr.

Lfter the subnission of these weports to it, the FEA will under-
take to evaluate and cowmrdinate the conclusions qng reconnendations
in these reports with many othors worked out by its own staff into
onc naster report. They Agency will submit this overallisumn&ry
report on the subjoct to the State Departnent and the Président
with specific detailed recomnmendations constituting_a suggested
long tern progran for German econonic and industrial disarmament,

The FEui, which has devoted more man hours to this subject than
elscwhore in the country, focls that only a beginning has boen made
in the study of this problen and the devnlopmont_pf sound informed
juldgenents. In cffect, only the prelininarics are outhof the way.

- It urges thet nilitary, ccononic and industrial cxperts be increas-
ingly ecriployed in the task of diagnosingﬁtho_plans of the cneny and
in devcloping and oxecuting. plans designed to frustratc them. It is
espeeially inportant to procure ccononic infqrmation and intelligonce
within Goernany itself, particularly on tho-subjocg“of German ccononic
penetration of other countrics,

Without discussing the naturc or substance of the definite and
deteiled progran which is in process of development to carry out
the Yalta agroenent, cortain ground rules regarding the character
of such a progran can be outlined. The attontion of the Committec

is directod to a briof suwunary of these inportant ground rules

which is contained on pages 46 through 49 of the detailed gtato-

nent,

. ey



Written Statement




INTRODUCTION

There are few Americans today who'wili question the statement that the ability
to wage & modern, large scale war is as dependent upon industrial and economic
resources as it is upon military weapons. An airplaﬁe factory is more ime
portant than the plane. 4 sufficient stockpi}e of bauxite for making aluminum
is as important as a stockpile of airplane sﬁare parts. The Germans realized
this as a result of their experience during World War I. And when they armed
militarily for World War II, they also armed economically and industrially.,
Therefore, if we now mean to prevent Germany from possessing the means of
waging a Third World ar, we must disarm her economically and industrially as
well as militarily. That is one of the lessons learned in the last two decades.
How can we apply it to the present situation in which we, as a victorious
nation, seek, with our Allies, a lasting peace from German aggression? The
answer to that question involves:

l. An appraisal of the extent of Germany's present economic

capacity to wage war (See Chapter 1);

2« A review of the inadequacy of the disarmament provisions in

the last treaty of peace (See Chapter 2);

3. An historical analysis of Germany's rearmament for World War II

on the economic base left to her by the victorious Allies (See

Chapter 3);

Le Some observations on the task of developing a program for the economic

and industrial disarmament of Germany (See Chapter 4).



Chapter I
THE PRESENT GERMAN ECONOMIC BASE FOR AGGRESSION

Gerrany is a defeated nation. She cannot use hor econoric potential
;'or_ war. At the moment the Allies by the sheer force of occupation, prevent
such a result. But what would Germany do in her current condition if -
opportunity for attack was presented, and she had the will and organization
to fight? Wh:t is Germany's present day ecbnomic base for aggression on
which it can build for yet a.Third World War?

Germany has the better part of her economic and industrial strength
today, even though she could not martial it imedia‘c‘,ely for a Third World
War. It is there to build on.

The fighting has been over for only about six weeks. A detailed assess-
pont of Germany's present econoric and industrial position is still unalvail-
able. But enough is known t(IJ gefopuurd an estimte tlet, if we werc to
leave Germany to its own devices and not to institute a progrém of economic
and industrial disarmment, Germany could be far better prepared'fo:‘r war
within five years than she was in 1939,.%

A mjor element in the c_lefeat of Germany was the havoc wrought on
Germany's industrial war re.chise by Allied bombing. But, contrary to
popular belief, Aliied bombing did not reduce most German plants to utter
ruin. It substantially curtailed the production of aircraft. :

This ‘does not mean that Allied b.ombing fé.iled to accomplish its
_purpose, Its cifocl on German prod\_lction in 1944 and 1945 was Itrlemendous.
Its oficet on Germn prcduction'for 1946 and 1947 and & fou ycurs after
that will probably be tremendous. But it didn't eliminate perna‘nently
Germany's industrial war votcntisl -- and its effect-on Germany's
productive capacity could almost’ surely be discounted by the Germans
before many ;ears have passed unless we take steps to prevent that from
happening.

Air borbing during Werld War II disrupted the flow of raw mterials,
fuels, and other supplies by wrecking the transportation system, It put
certain big plants out of commission by destroying essential working
parts, such as power houses, Dcrolition put out of operation a few key

units, such as the ball-bearing plant at Schwcinfurt. Otiwr plants here

and there were flattened.

* Tor a brief account of German ‘industrial mobilization prior to 1939,
see Exncbit 1: U. S. Sonete, 79tn Congress 1st session, Report from the
comrittee on War Mobilization to the Committee on-Military Affairs,
Organization of Furepean Industry (Weshington, Government Printing Office,

1945,) Galloys 94 - (1) 10: Significant Data on the Pre-War Germen
Economy especially Galleys 94-97. This document will be referred to here=-

after as Exhibit 1,
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but even here the tools and plant equipment can be put back in shape; it

is the buildings that are gone.. For the most part the great majority of
the most 1mportant plants could today go.into opera‘t.ion after very little
repair, -In fact, some plants are already in operatmg shape.

The size of the existing German industrial plant is still ?normous.
All of it is geared for total war. All of it is still pa:_"t. of a huge
modern industrial machine, which was organized and used for war.

DYES AND CHEMICAIS

Germny, less than four times the size__qf Nevg'l_'ork State and with only
five times New York State's p_qpulati.c_un, has one dye plant that ean turn out
almost as much dye in a year as all the plants in the ;_ijited States together.
Not one of its windows has been shattered, During the F‘j:rgt.qu_-ld War this
plant using thi_a equipnpnt,needcd for dyemaking was a key unit in production
of poison gases, the surprisc weapon of tl:n'b war, During the Second World
War it turned out great quantitics of chemical materials for ordnance. It
is in perfeet operating condition ‘I.“.c:az_iay.r I

IRON AND STEEL*

Practically all the great iron and ateei furnaces of Germnylaxf'e_ready
for operation or can be in operation with minor repairs. Germany, which
produced. only three million tons of steel in 1932, including that used to
_mnufacture goods for cxport, made more than 19 million tons in 1938 and at
that time had a capacity of 25 million tons,

This capacity would have been sufficient to supply half of the U. S.
requircments at that time which, of course, included the tremendous trens-
portation system, railrcads, waterways, and highways necessary to keep
together our economic am indusirial st_ructure_v.rhich is spread over an area
16 times as large as that of Germany. Germny could not utilize a capacity
of 25 million tons of steecl except for warfare. The mere continued existence
of such a capacity is an invitation to war,

NITROGEN

In 1936-1937 the world output of chemical nitrogen was around 2‘.6
millin metric tons., Germany was producing about 1,000,000 metric in 1939
and had a p.otantial of at least 1.6 million tons. It was this enormous
capacity that enabled the demolition bombix}g of Warsaw, Rotterdam, London,
and Coventry. Morc than twamty-eigh£ percent of the contents of each
bomb consisted of chemical nitrogen from the atmosphere over Ggr:;any. The
plants that supplied the nitrogen for mny thousands of demolition bombs
_ were vast cnough also %o supply great quantities of nitrogen for explosives
. needed by the Wehrmf:‘h‘t. A 1arge part of thc eapac:.ty rerrains .or can..

be rebuilt in a’ Short’ time R
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COAL_TAR
Germany's coke.pven, which provided the coal by-products also necessary
for explosives, produced 2,228,000 metric tons of coal tar in 1937 -- only
115,000 tons less than the ovens of the United States, From coal tar are
derived many thousands of chemical compounds important to war. The Gorman
capacity is now considerably greater and has not been materially reduced by
military action.
.., SYNTHETIC TEXTIIE g;§§§§
" In 1934, Gormany-imported nearly 400,009 metric tons of raw cotton and
cotton yarn for domestic use and for sizeable exports of textiles. Today,
Germany has rayon factories with a combined capa;ity of at leasf 450,000 metric
tons. Shec no longer has to worry gbout her overseas cotton suppli;é.béing cut
off: in. time: of war. : ' . 3 el -5
"o~ Part of Germany's rayon output is used to supplgmént the_iimiteé_supply of
wool available at home and to prqjide high-tenacity fibres for ;néﬁstria;
puUrposes. _ | il
Germany has domestic supplies of flax. This is supplemented by grﬁew
‘synthetic. paper binder twine vwhich takes the place of the hemp.and Jute which
she had been accustomed to impqrt from abroad, -
_____ .- In summary, Germany did not lack materials for textiles during the
Second World War,-the'shortuge of which was so serious during the First ﬁorld
War after the. British Blockade cut off the arrival of supplies from overseas.
On the basis of imcomplete information, it would appear that little permanent
damage has béen done to most of the plants which have beenlproducing.phose
materials during the last six years of war. qugy Germany ig's?iil in ; position
to produce thepe.essential.synthetic_ggteria}Sixﬁ_ -
In 1933 Germany imported 60,500 metric tons of rubber, in the form of
raw rubber and semi;manufacturgd rubber goods. According to the best available

estimates, the German synthetic rubber. .capacity todqy is more than 100,000

tons.

LPU ES g 5 P
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- PETROLEUN_PRODUCTS .

In 193/ Germany was consuming less than 4,000 QOO tons of petroleum
products. Of that total, apprqximqtely 300,000 tqns were supplied by natural
petroleum found in Germany. In 193?,;Gcrmgny mgnufagturgd about 300,0QQ tons
of synthetic oil. Nine years later, in 1944, Germany was producing abﬁut

1,000,000 tons of natural petroleum and about 5% million tons of aynthetic oil,
within the borders of Germany as she stood in 1938 before Hitler began to annex
other parts of Europe. By the time the nar_enggd_ip }?45! Al}{?d,mebing had
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done great damage to Germany's natural petroleum and synthetic o0il production,
but it is believed that a large part of Germany's 1944 capacity for producing
petroleum products can be restored within a brief period.
ALUMINUM®

In 1933 Germany had the capacity to make approximately 40,000 tons of
aluminum a year., Actﬁally, however, in 1933, Germany's aluminum output was
only about 19,000 tons. According to the best estimates today, her capacity is
currently around 250,000 tons., That capacity is still available to build
Messerschmidfﬁé,”Fécke-ﬁulfs, jetpropelled planes and:- improved pilotless flying
weapons i - "
. -&AL**.., T e T

‘ WGeé;any has almost no raw materials except coal to feed its vast industrial
machine. Coal, however, is a material required for the synthetic gasoline .
industfj; the nitrogéh-?ixation industry, the dye industry, the pharmaceutical
industry, the plastic industry, and many other industries that provide sub- - .
stitutes for the resources Germany lacks. Germany ranks with the Unitqd.ﬁxaﬁgg,
the United Kingdom, and the ‘Soviet Union as onc of the important coal producers
of:%hé”ﬁogi&.'*fts'output of bituminous and subanthracite coal in 1938-9 was ., .,
187,000,000 metric tons, and production did not drop far below that.annual -
rate until the last months of the war. In addition, Germany has-yast fields
of-sfbwnjébal,'hélf'of'it in Central Germany, that can be scooped up from open
pits. In 19j816,'1é7,660,b00 tons of brown coal were mined; in the year.
ending ih March 194/ the annual rate had. reached mearly 250,000,000 tons. :
This brown coﬁl”wﬁéqﬁéiﬁg used to provifie a considerable proportion: of the
éleﬁtric power of the country, to meke briquttes and coke, to mect the
requirements of much of the retail trade of the country, and as a material for
the menufacture of liquid fuel and other military necessities.
. " MACHINE TOOLS.

Machine ‘tosls are muéh morc - important.in modernm war than soldiers. ..
A nation vﬁsfly'suﬁdfiof in its machine tool:population is possessed of._7¥¢ﬁr
a potential for production of instrumerts of war that surpasses in its )
importance the ability to produce .soldicérsi . One tool may be the equivalent to
hundrods of workers. The possession by any nation-of a largey. installed- stock
of machine tools constitutes of itsclf a major element. in defensive or. offensive
war making capacity and out-weighe" the military ‘potential of. population pumbers.
The capacity of any nation t6 produce machine’ tools: in quantities is an even
‘.éfcﬁﬁéi'factor in war making ﬁdtehtihlif‘Wheréas:haphinﬁ'ionlfcapgqity;iny“}j
* stalled may be said to add arithmcyically to the milditary-power.of a given.. .

i1 e e T R Ui,

* Soo Exhibit 1, Galloys 32-43, The Light Motals Industry in Germany.
** Sece Exhibit 1, Gelleys 2-6, Coal Production and Distribution in Gérmany.
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population, the possession of knowledge and capacity_to build quantities of
machine tools effectively multiplies that war potential inféeometric progression,

In the light of this knonledge, Germany's war potential in machine tools is
a fact that is truly arresting., Recent studies and comparisons show that Germany
not only has a very large number of machine tools but a capacity to produce :
them altogether disproportionate to any normal needs of tne civilian economy,
Germany, with a 1938 population of 70 million, had a machine tool inventory and

a machine tool building capacity larger in 1939 than that of the U.S., with

more than 130 million people and a more highly mechanized civilian economy.
e OVP?.all‘noldings compared to those of the ﬁ.S. on a 1939 ﬁeece tims

ba51s are:

-’:.2 to l‘per capita of populatlen,..
‘3.2 to 1 per ton of steel capacity, :

.4 tc l of production of clv111an machlnery,

{4 -t

16 to 1 per motor car produced.

c.'|!'l" =,

Thia disproportion in Germeny's holdings of machine toole is even more

striking in relation to othor Europoan countries. The German natlon hnd

developed mnnufacturlng industries fer beyond her own ¢onsumption needse
These 1ndustrles : exported to and dominated middle Europe. In addition;l
Germany was the main source of supply of theee non-German areas for the

machinery and the machine tools they did use. Thus, the location of all

LS T

of this manufacturing and tool producing capacity 1nside Germany meant a large
subtraction from the defense potentlal of other European oountrles.

While this same economic dominatlon was true in other fields, such as

fn’-

chemioale, it was outstanding in the mnchlnery and machine tool field.

It is belleved today thot even w:th allowance made for damage and

ol

obsolescence, Germany has at the prescnt time 1n excess of four million tons

...!, i1 p |_- i

of machine tools together with a vast undamagod capaclty for new machine tool

production. Converted from their use for producing instruments of war to the'

[ g% r

uninhibited production of machlnery of nll types, there 13 no reason wﬁy
Germany's industrial var potential in thie field could not prenerve itself :
and maintainits domination over the entlre continent of Europe. As it stands

today, Germany, except for the U S., ia the cutstanding armament machine shop

L s d e ioal e

in the world.
OTHER INDUSTRIAL POTENTIALS

—-——-—ql*-__-___'_ -
This listing and tabulation of exlating German industr1nl war potential
could be multiplied inte other critical flelds such as: ehipping, ship
building, anti-friction bearings, electrlc power, electronic and eIectricnl

equipment, proclsion and optical instruments, oni n vnst and atriking array ar
Hrne ek
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primary and aub-contrhctors in the direct armament fialﬂ.

The most. striking fact that dhould be underseored in our currenﬁ thinking.

is that in late 1944 he German nation aggiangﬂﬁge highest level of production
‘in its entlre histogz. This testimonial to her economic_qnd industrial war

potential stands out even more sharply in the.perspective of héavy iodSeqfin

malg population due to the war casualties, the presence. of a huge- German:
army beyond her borders, and the impact.of accumulated years .of serial attack
and economic wnrfare.
ve, e _ £y

In assessing these bare bones of Germany's industrial war potentlul .
certain other less tangiblg,.hut none the less important, aspects of her
cconomic base for aggression should be appraised. These include her amazing
technical ability to produce new weapons as a result of technological invention,
her vast pool of skilled workmen and highly trained scientists, the existence
abroad of extensive economic agsets and activities, and finally, -a. highly .
integrated organization and control of hor economy. Each of these aspects. .

of Germany's bese for aggression deserves a brief re-appraisal as..of todays:

ABILITY TO PRODUCE NEW JIEAPONS AND PRODUCTS . -+

According to recept reports. from Germany, it appears -that if the German
could have held out only six months longer they would have been able to smash
New York bity with improved V-2 bombs. . .. .

Only,a‘liptle longer period would have been needed to bring into production
the jet,ppogglled planes that could have reached Mashington.

It is not.necqsgarx here to elaborate upoh the .terrifying scientifie
discovepies which our. economic and. industrial intelligence -is gradually un-
covering as.wg_ﬁork bgnogth the 1id in Germany. With the memories of her
new V-woapogs'frqsh in our mipds, little needs to. be added excopt to point out
that they just did@ﬂ&;ﬁppeﬂr_out of thin air. .They:were the fruit of carefully -
organized and gdgquatq}y:finqnced_resea:qhﬁinqtitutions in which large numbers
of highlylpyqined apd gp?giglizegfsgientigis wont. about .their business of
invonting_gqq gpvulgp;pg the wggpﬁns_tbat.wnuldﬂgstgblish‘Germanqworld supremacy «
The reau;té pﬁég;achigyod ﬂnﬂp?9ﬁlé,5till achieve ifﬁopponﬁunitieguarezprow@ded,
spring from @ﬁc“existgggg of aﬁ@qboyatory‘here and pilot plant there.and.a.:.. .
research institu;ion iﬁ.énother place. These 1nstitutiona and these scientista
are still on hand ready to do business for a new Germany when the break-comes.
Nor will their ideas and inventions be fruitless becauso of a lack of German

Lo e D | Ty SN YD

capacity to translate them into mass. productlon. LR T R e Yy

-

* These record making levels of productlon in late 1944 finally sluffed off"
in th: last part of the year and the carly part of 1945 as a result of
intongifieq Allied air attack, primarily on tranqurtatlgn. :
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Germany could rapidly set up plants for such now products because of its
cnormous capacity to produce machines and machine tools, and the huge supplics
of machine tools that were built up in advance of need. The plants the victors
so innocently permitted to operate after the last war to turn out agricultural,
construction, and textile machinery for the devastated regions of Europe were
expanded and re-cquipped to supply German factories to meet the needs of the
war of 1939 -- already being planned wh?n the armisticc of 1918 was signed.*

CERMAN ECONONIC ASSETS AND ACTIVITIES OUTSIDE GERMANY™* '

Onc of the most important bases for German aggression consists of the
propertics owned or controlled by Germans, which are located outside the
physical borders of the country. Coupled with these properties and based upon
them, there are a wide veriety of economic activities which act as transmission
lines for the achicvement of Germap economic and political objectives.

The story of the 5th Column is a companion picce to the story of Germn
economic pongtration.*** While quantitatively this economic base outside
Germany may not seem to be of high importance, qualitatively, it is of the
highest importance. Why? Because unless the United Nations are alert, this
is the base on which plans for: future aggression can be most readily utilized
in the years immediately ahcad when presumably our occupation forées in Germany -
will be engaged in preventing such planning therc.

In viewing this economic base, two aspects should not be confusod: One
aspect consists of German efforts in the latter stages of the war, to get out
of Germany, particulerly to neutral countries, funds, loot and key industrial
technicians and organizers. The second aspect, less dramatic, but infinitely
morc important, was the coxistence, even before the war, of (a) extensive
German investments in business properties and concerns of an enduring and well
established nature,****and (b) long term business relationships in the world

of commerce and trade, that often took thc form of privete trade agreements

or cartels . ¥

* See Exhibit I Galleys 94 and 95, section II, "German Industrial Planning
and Subsidization of Industry".

%% See Exhibit 2: How German Assets and Economic Activities Outside Germany
Affectod Germen Wer Potential and Propagonda. Note, in particular, section

c .

*ii) Some of the story is told in Exhibit I, Gellcys 65-68, "German Economic
Ponetration and Exploitation of Southeastern Europdl

»x%x% The cvidence in this respect is overwhelming. SeeExhibit I, Gellcys
18-27, section 11 on"Integration of the Continental Iron and Stecl Industry into
the German Tar Economy"; Galleys 34-36, section on "German Penetration of the
European Aluminum Industry"; Galleys 69-71, German Penetration of Corporate

Holdings in Serbia; Galleys 72-75, German Penctration of Corporate Holdings in
roatia.

¥x% See Galleys 29-31, section on "Thc Iren and Steel Certels"; and Galleys
42-43, socction on "The International Aluminum Cartel”.
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When World War TI broke out Germans. were ;trongly entrenched
economically in Spain, Switzerland, Turkey, Argentina, and Portugal as well
as Finland, Bulgaria and Romanias During the occupation of the remainder
of Europe they took the opportunity to lay the groundwork for an economic
empire which involved in direct affiliations of business relationships,
literally hundreds of thousands of individuals in the liberated areas,
including such countries és France, Belgium, Holland, Norway, snd Yugoslavia
and Austria, * .

This economic- network grew with government supervision aﬁd was care-
fully planned as an important component in the German scheme for the
maintenance of an overwhelming political and economic power. 0Old esta-
"blished investments, contractual rights, personnel and other asqets_?gre
used to .serve the objectives of the state,

‘With the defeat of Germany these assets previously uged,;p qptright war,
take on a new meaning, They are the means whereby.- the: groundwork for re-
building a new German;war potential can be developed beyond the reach of
the Allfed occupation forces. - . I

This'is a story which can be.told country by country in great detail,

" The agencies of this Government, in painstaking fashion, are trying to build
up, through various means, more complete records. of the story of German
econopic penetration., We -are all sure that as of today, that story can by
no means be fully told.

This Comnittee and agencies of -the Government including the Department
of Justice and the FEA, having painstakingly traced the records of a goodly
number- of international cartels through which the Germans attempted to build
‘up their own war potential and prevent their potential opponents from achiev-
ing an adequate defensive-position,.. Yet, the probabilities are thqt for, the
dozen stories of ‘this.sort that are.fully known to us today, there are a
multiplying number as yet unknown or barely glimpsed,

- However, we do know-.enough to asseé&'éﬁd”ﬁraﬁﬁ*tn“special categories the

-more important types of German -economic bases abroad which are important to

o ey

take into account in our planning. Bt -3 et e

% Details on some of the business relationships established by the Germans
in France may be seen in Exhibit I, Galleys 56-65, The Textile Industry of
France, particularly Galleys 56-65, Galleys 44-51, The Belgian Economy and.
Its Contributions to Enemy Europe (especially Galley 46 ff, i _give some idea
. of the extent to which the Belgian economy was tied to the German.

%% Sample cases of Recent and Current German Econémic Penetrgtxon Abrom&
-are presented in Fxhibit 33, Cases 1-15. s .

LT ‘e i '-,=
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They are:

1) Long~term investments in industrial plants, banks, mincs, commercial
enterprises, shipping, warchouses; public utilities, insurance companies and
other types of industrial, commercial anq financial undertakings, whether
completely or partly owned, * These are by far the most dangerous of German
asscts g;nge most 1oggfte:m.investments are of pre-war origin and have become
_well-integrated with the neutral economy. |

- 2).. Stockpiles of merchandise or raw matcrials built up in anticipation

.gi,continggd Srade between Germany.and the neutrals. These consist of stock-
piles of German goods cither accumulated in order to maintain a dominant posi-
tion in the,neut;a}‘markgtsﬁprgdegtined fpg”shipment to Germany when the latter
was cut off by the, Allied landing in France, or originally intended for safe
haven. ST e : : O

3) Art objects, jcﬁelry, and privaﬁc;y owmned precious metals which often
may be lootcd.prpperty, bgt iq many cases the lggitimate property of Germans
who either reside in the ncutrals or have shipped their valuables abroad in
order to cscape gontributing to reparations‘of other Allied penalties,

d 4) Gold holdings, gecurities, and bank deposits which make up a large
part of German assets in the neutrals, German gpvernment—owned gold may be
deposited. with the German Fmbassy or_Legat}on; privately-owned gold may in-
clude stocks, usually bearer shares, of foreign agq domestic companics, bonds,
and the like,  Securitics and bank deposits of_Gg?map ggtiong}s and companies
and their cloaks in the neutrals undoubtedly are considergble in amount,

5) Contractual rights include cartel agrcements, mortgéggl_patents,
licensecs, trademarks and cppyyights; re-insurance treatics and -options of
various sorts.

INTEGRATED CONTROL OF FECONOMY

~ The last mentioned but not the least important ecqnégip base for a new
_German aggression is the highly developed control machinery that blanketed
the country frqm top to bottom. It is our belief that it is capaple of
functioning fairly efficiently even in the absence of any native political
government, Although authority ovqr_policy_waalconqen§rateg“in Berlin, for

the last two years, a cqnsiderable megﬁurg_of-local industrial,guthority was

3

* The way in which the insurance busincss of Europe lent itself to German
long-term plans for domination is deseribed in Exhibit I, Galleys 76-93,
is Penctration Eure Insurance .
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permitted dﬁfing tﬁéiéioéiné*mohtﬁé’of the war, when bombing disrupted com-

munications and ffﬁhsportation. At-all levels the persons participating in

the control of German industry have been trained to follow a pattern that will
advance the interests of thec country.

Its clements are:=’ -+ et

(a) Some of the offidialé of the large eivil service:bureaucracy that

™ e e

'has never attracted ‘any gﬁeat ‘attention to itself by political acti-.

irity in fhe Nazi''party.  This body. has ho.doubts.about.a revival =

of Gormany and will séek'to-act in a manncr that cannot draw censurc

when foreign troops are withdrawn.

‘The military ‘organizations that arc being disbanded, . The military

" tradition is so firmly imbedded ‘that uniforms and open display of .

(e)

rank are not needed to obtain unquestiocning obedience. Even with
the General Staff disbanded thore will b men-of lesser rank ready .
to pfcmdto the long-term program of.Germany, just. as; happgned after

the last war, Every graduate of.the military schools knows what

. that program is, and can be cbunted on to-act. accordingl__v". . Small

groups will bogin, if thoy have not already begun. to .do so,.to meet
éaufiously'to study the causcs of defeat and devise ways_of.pro-,
venting it the next time. As long as the industrial plant of tho

country is intact;~it will be far easier for new groups to mobilize

~ the country's resources for war than it was. for thelir predeccssors

of the 1920', because industry has now been intograted for total .

War.

v am e

‘The network of trade, industrial, and cartecl organizations. Thesc

have been strcamlined and intcrm#shed, not only organizationally, .
but also by what has been officially described as. "personncl pnion.ﬂ
;egal authority to operate this organizational machincry hﬁg,bcgn_’;
vested in thé concerns thit have majority eapacity. in-the key indus-
trics, such as’those producing. iron and stecl, cogl,land_basig

chemicals., These concerns have been deliboratoly wolded togothcr

RhE - 3 exchangea of stook to tho point where a handful of men can make

policy and other docisions thab aﬁ{gct all,..During six ycars of

s

war the ordinary procedurcs of the frec market largely disappcarcd.
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Each small buyer learned to depend on a given supplier or to have
a substitute provided by a higher authority. .ﬁé éﬁe prisoner of
war stated it: "ile smaller manufacturers have become plant super-—
intendents and bookkeepers," 2

The managers of the German machines are already displaying their tactiés.
Almost daily there are newspaper reports that American members of the Allied
Iilitary Government are met in each factory by hand-~picked men, frequently
engineers, s peaking Inglish and often prepared with credentials to prove
acquaintance with reputable citizens of the United States. After disclaiming
all association with the Nazi mrty, they endeavor to persuvade the visitors
that the German industrial capacity can greatly contribute to the war with
Japan, or at least to :eliGVG the needs of liberated Lurope. These are pre—
cisely the tactics the Germans adopted after the defeat of 1918: to get the
wheels of Germany's industry required for military procuction, rolling and
ore rating for purpog;s other than war production, so that the Allies would
continue to al low them to operate and forget or disregard their importance
to Germany's industrial war potential.

No criticism of individual cases of plant reopenings or the resumption
of production in “"peaceful types" of industries is intended or implied. The
purpose of the observation is to point up the general danger to which we
must be constantly alerte.

As wvre have reviewed the various-aspects of Germany's economic base
aggré;sioﬁ, it would seem to be abundantly clear that the problem of climi-
nating or controlling that base in such a mamer as to prevent renewed German
aggression is not a simple one. |

If such én objective is to be achieved surely we must understand the
complexities of the problem and plan on a broad plane, At the risk of re-
hashing history of recent vears that may be ﬂell lmorm to members of the
Committee, it will be the purpose of thc next two ghapters of this state— 3
ment to trace the fatal errors made in the wake of Torld Var I which left
the Germans the opportunity to wage Torld Uar II and the way in which the

German nation took advantage of that opportunity.
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CHAPTER &

THE INADEQUACY OF THT DISARMAMENT PROVISICNS OF THY TRTATV C? VERSAILLES

“° .The economic and ‘industrial war potential of:defeated G:rrnanv in
1918 was small compared with the potential of defeated G:riany in 1945,
just described. However, it was h large war potential in terms of 1616
and compared favorably at that tiﬁe with the economic and industrial war
potentials’ of the victor-nations,, Navertheless, it was largely ignored
by the Allied statesmen when they convened at Vare-illes in 1¢19 to
draw up a treaty of peace., It is necessary for us to examine carefully
the reasons for this and to take advantage of the lessons of the past,
Tcuay our rights in Germaqy'are those of congquerors. T'c G:rmans
‘surrendered unconditionally about six weeks ago, after they haé been
beaten so thoroughly that they were unable to continue resistance. Tcuay,
in 1945 there can be no gquestion of a negotiated peace,  In fact, thers
is no Garuman Gevernment with which to negotiate. In 1¢18, by way of
contrast, there was an armistice, a negotiated peace-and a Gurman Gcrore-
went which we recognized.

Lack of Unified Alliad Pclicy

At the end of Werla Wnr I, there was no unified Allied nolicy toward
Goemany.  Trere was no general agreement that Girmany should be treated
as a defeated nation and disarmed completely so thaf,she would_po; again
be able to menace the peace of the world. Irnstead, there was a desire on
the part of many Allied statesmen to deal with a responsible, democratie

arman Government, to impinge as little as possible on the sovere;gnty of

the German Uovernment once the K-iser was raqpvad, and to prepare the way
for the eventual entrance of Gormany into the Liscue_of Nsiions. T:ze
Gisarmament of G:rmany was conceived of as part of a program of qpiversal
disarmament, not as a program for preventing a recurrence of Girman
aggression., Tt introductory paregraph of P-rt V i thg_iieatyldf
Varsailles states:

"Ir order to render possible the initistion of a genera; limi-

tation of the armamants of all nations, Girpany undertakes - -

strictly to observe the militarv, naval, and air clauses
which follow." |
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Tc repeat: in 1919 there was no unified conviction on the part
of the Allied leaders that it was nesessary fo disarm G:imany in ordar
to secure ths psace. And it was against this background that ths P . cs
Trzeiy wes written and enforqed.

Tha Military Disarmament Tcrus

A ouiek reading of Port V ¢” the Psace Trcat) indicates clearly the
extent to which the provisions fell short of adequate disarmament.
Garmany was allowed to retain and equip a provisional army of 100,000
men--an army larger in proportion to the population of Germany than
the regular Army of the United States bafofe the present war was to the
ponulation of the United ©tates. In az attempt to prevent evasion of
the 100,000 limitation, the Treaty limited the number cof,-customs OTficsr;,
forest guards, coast zuards, policet members of veterans societies, etc.,

which the Garmans could have,

Tre Treatv provided thatJéﬁ; G :rman G:zeral Staff should be abolished.
T{ limited the number of officers in the Ministry of Wur and similar
Ministries and restricted the number cof civilians who could be employed
by ths military services.

Just as the Treaty limited, but did not do away with, the srmed
forces of G:rmany, so alsc it restricted but did not abolish ths
possession and manufacturs of all arms, ammunition, and implements of
war., It did prohibit ths retention or msnufacturs of any poison gas
equipment, armored cars, and tanks. But it provided for the G rman
army of 100,000 men to be equipped with artillery, machine guns, trench

mortars, rifles, and ammunition. All such material of thase types in

ascess of the amounts allowsd to bz retained was to b2 surrendersd to
the Allias., All war plant capscity, in excess of thet nz2dsd to kezp
thz army of 100,000 mzn zquipped with thc pvermitted tvpss snd smounts
of war material were likewise to bz surronderad to tha Alliss, but such
war plants werz not so defined 2s to include definitzly snything othar
then a so2cialized, dirzct arms nroducine factorv or arscnal.

T: N-val D rarmamant Tarms

The naval torms of th2 Tr:: ¢y were simliler to the ones directed at

the Gerran Army. The German Nuvy was reduced to specifically named
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warships. Further, Germany was not permitted to retain any submarines
and all construction of submarimes and warships was prohibited.

The Air Disarnament lerms

The air clauses of the lreaty forbade Germany to nossess or menu-
facture military land or s2a planes, but no limitation of any kind was
placed on the manufacture of civilian aireraft.

Import snd Export Prohibitions

The Treaty prohibited the importation into or exportation from Germany
of any arms,.munitibns or war materisls,

The Commissions of Control

" 'The Treaty provided for thres Inter-Allied Ccmmissions of Control:
Militsry, Naval and #ir. Toe Gorman Government .was instruected in the
Treaty to rrovide liason officers to sid these Commiseions. Iu 2eneral,
the Commissions were given investigatorv and suvervisorvy powers.

L-gk of Any General Zconomic and Incustrial Disarmement Provisions

The Treaty placed limitations and some absolute nrohibitions on
the production of direet military goods. It provided for the surrender
to the Allied authorities for destruction of “any special plant intended
for the manufacture cf militery material, excent such as mav be recog-
nized as nscessary for equippinglihe authorized strength cf the G rman
Army". (Article 169) But it contained ne provisions crchibiting or
liniting the production in Girmany of any but direct military soods.
There were, for instance, no provisions reducing Germﬁny's.stael pPro-~
duction capacity to the level requirsd:for nssceful purnosse, Tuure were:
no provisions to keep‘Géfmany.from bhilﬁing up plants for the rroduction
of pzace fime goods in.timés.éf peace and war meterials in time of war:
Thare wasuin éhﬁff no éttemnt to regulate those key industries which ‘are
related intimately 15 wért;roduétidnf

The ommiesions wore undoubtedly dus in mart to a lack of understanding
of the concept of economic and industrisl armamsnt snd disarmsmant, a
concept which Germanv laarnad through bitfer exnericnee in World “ar I,
But 2ven if that concent had bzan undarstood by 'ths Alliad-lasdars in 1919,
they would havs almost suraly not adort2d it. For thz concapt would have

been applicabls againet Germany only if tha Allizs hnd docided to traat
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her as a defeatzd nation over which long-tzrm control was nacassarv.

To summarizs: th2 disarmamont provisions of th: Lreaty aimad
merzly at riducing the standing militzry foreecs of Yormsny and thoe
amount of dirset military cequipmant whieh they could ratsin snd which
.could b2 msnufacturzd for thems This was thz sans approach which was
taksn during the 1920's at th: variocus int:rnetionsl disarmsmzant con-
farsncees at which attzompts wor: medz to persuad: thz mojor powers to
raduc2 th:ir militery sstablishmante and th2ir manufactur:z of articles
of war.

Violeotiones and Zvssions
by tha G-imans*

Thz ink wae hardly dry on th:s Trasty bzaforas its provisions bagan
to b: violat2d and cvaded. The siz: of the Garmen armzd foreze wss, in
fact, raduced, but th> policae foress wars incrssead bayond thair
nuthorizz2d sizz snd a numbz2r of voluntsry militsry snd scmi-military
organizations wer: form:d. In addition, many military officors wore
transfoerrad to civilian status and 3ntirs divisions of the military
organizations and th: Ministriss administoring thos: crgrnizontions wars
transforr2d to Civil Mi.i.trizs.

Ii nddition, th:> 100,000 m2n moking up th: ragul-r rrmy wir: not
constitutzd as =2n army but rathor as a body of spicizliete wné l:iczders
who war3 train:d se such, L3 Gonarnl St=~ff, whil> form~1ly obolishad,
wns ra2stoblished in such innocuous loeking orgtnizrti-ps s thy
Nationnl Archives whors it studizd the cerusse of tha da2fist of G-rmony
in th: First World War snd plnannid for German Viitory in th: Sccond
Werld Wor,

Tha =nforcam:ant of thz provistons of thc Te-~ty d2~ling with stocks
of militery squipmznt and war factorioes wes ovon lase 3Tfactive thon tha
anforcement of th2 provisions dsaling with thz sizs of the ormed forces,

Slowness of Cormiccions in Biginning Control

In tha first place, th2 Military Commissions w2r2 too alow gatting
ctorted, They did not begin activ: 2nforcemant until 14 months rftar thoa
Armistice was signed in Nov?mbsr 1918, During those 14 monthe, thz Garmans
war: abls to hide away and eamouflag: 2quipm:nt, bluc ovrints, ~nd other

nrticles, nnd tc orgenizs mothode of svading th: provicions of thz Traaty.

¥ Sas Exhibit 4: A Collsction of I vorvisws H2ld in ths U.itad Ststos by

U. S. Govarnmant OVficinle with G ».an I-vustrinliste,

Sciontiste, attornzys, Journaliste ond Zormer Ysrman

" Goyarnmont Officinls.
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Inaodequatz Pecwars of -ths Commissions

In th2 s2cond place, the Cemmicsions wer: net given eufficicent
indov:ndcnt powsre ard frozdom of sction and their proetigs was weakenad
by the Allizd loadere who by-pnssed tham from tims to t;mc and deonlt
with thz v-rious Ailisd ambasgadors in B:urlin on military mattars
which chould have bzen handled solzly by the Commissions, XYurther,
the Commiscions wera ordersd to roport to tho Conferonce of the Aubsesa-
dors of th: principsl Alliss which continusd to =it in Puris, In
addition, in betwean the Cosfirsnes of A.basesdore and the Military
Commicsions in G:rmany wae intirposed thz I tor-Allisd Militery Uom—
mittaz of Varﬂﬂill_s which wae o3t up to intzrprat and traremit duu
cisions of tha Conforance of Ambassadcre on miiitnfy pointe arising
undar tha Tr iqtv. All this mndz2 for cumbgreome, ﬁnworknbla mochinery
and m3nt th-t th: Covmiceions in Garmnny wars nét fraz2 to net on thz rpot.

Iy ;édition, th2 Ycrmissione wars bndiy un&erétnff;d and wer: nnr-
ticularly hampir2d bv lock of =dcquatz Alliad int3llig:ﬁc: gnthzring'
narsonn:zl. A: 2 rasult, th:y w2riy l-rgoly dev:nd:nt cn thair Gsrman
1iason cfficers for intzlligence, Tnzs2 1iﬁ;on cfficcrs wara sup~
| posad ta act as s-ryants of the Commiscione. I -'t3m@ thay wor: in £-ct
ofton ﬂdVﬁnc= agants of tha Garmen Govzrnmert -=nd h:lo2d te %:3v th>
Garman Governnznt inform:d of 2vzry move thu Allisa b;mmiSFionf ware
making =nd in mnny cqus, Jnﬁﬁisd tﬁa‘harmrn? to hidz ﬂw*; squivmant
and reccfdé which th: Alliss desirzd to 2xsmin:. ' .

"Alliod Policy of Usholding Germ-n buvorsiznty

Acuad to nll this was the Allizd poliey of upholding Gsrrinn
sovar: ignty and of not tr: .ting G rmrny as » dafsatad nntion. Tha

Commissions were in enemy countrv without faequﬁte militﬂrv Pnforcemert

Do“erﬂ and without ths support of ﬂdBOU"tB Allied militsrv gﬂrriqon

¥ o
.

Tuey hnd to nrgue with the Garmpn Government concerniﬂk ‘the interpretntion
of thes rrovisions of the Traoty. T =y hﬂd to "sk for acv-nce parmission

to moke inspecétion visits ot factorias, depets, ~»né borracks, A . «lso
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they had to foce the f2ct that the G:rnan ccurts were invokine the
German trenson law =agninst inforners who coopsrated with the Com-
missione, thus severely discourrging Garmens from cooperating with

the Commigsions.

Efforts by the Ccmmissions to Control Production of Military Goods

Under thess circumstances, it is surpricing that the Commissions
were nble to nccormplish as much 2s thzy did -nd th-t thazy ware qble
to orrange for considerabls ~mounts cf militjry gquipnant to be tﬁrned
“ovar tce tham. They alsc saem tc h-va succeadad, in soms degree, in
restricting production of direct militery squipmont, thouzh it is
highly doubtful if such production stayed vithin the limitotions set
by tha Tresty. Ix fnet, = numb3£ of inst~nces of direct violrtion,
pﬂrtiéulﬂrly'bv firms such 28 Kirupp, 2r2 on racord.

D.struetion of Surnlus W r Pl -nts

Tue provision of th2 Tra~ty reouirine th-t surplue wer plonts be.
surrendarad Eo tha Allies wés rerrovwly intarrratsd by ths Cimmission.
O-1y such'buildings and machines inenmp~bl2 cof conv:ursion to nz2~c2 time
usas warz da2strovad. Som2 ganzral purvce:z moachires vhieh wars in
é¢irset war materinl fectoriss wers disvarsad in crder tc bra~k up
tha fnctorv, but this disp;rSnl wng on 2 very smell sesls ond “had
littla aév;rse affect on th: Garnnn industrial wnr potenti-1,

Achiavimants of ths Gormans

While th: Commissions. wor: mazting grant obstaclos inside G o any, .
the Gurmans were busy sending personnel, blusprints, and soie equip-
rent abroad where manufacture ané research were continued. 1-sss acti-
vities outside of Germany (which are described in sore detail in Ciwpter -
III), when added to those acfivgties which the Gurmans ware able to
carry on inside of Germany, provided the Germens with adequate opportunity
for continuiﬁg to develop, design, test, and improve nodels of war aguip-
ment for future procuction and future use.

It wac not the amount of nilitary matsrial which Germany was sble
to save from destructicn by ths Allies nor thes hendful of nilitary
naterisl vwhich G=rriany was able to manufacturs bv devious méthods in

viclation of the vrovisicns of the Trsaty of Vira:illss, which were
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irnportant during the years which immediastely followsd the defeat of 1918,
Ruthaf, 1t wase the fact that Gurmeny retainsd intect a vast aggregate of
sconomic and industrial war potzntial and was ablz to continus to ex- -
pariment, plan, and orossacute its devaloprient in ternms of future war
preducticn that was impertant. Ircsed, it was this faet that lﬁter
enabled ths Gurmsn nation to organize itsclf connletaly and sntirely

fer wer in a very short space cf tin:z, ‘whan th2 opncrtunitv came with

the ascendancy. of the Nazis tc pewer and tr: final brzach by_G4rnany of
the provisions of thz Treaty of Virsaillss.

L.-scns from tha Past

T-.re are lessons to be learned from the fsilures of the Alli=d
statesnan in the paricd immadiat:zly following Wepld Wer I. V. have alrsady
denonstr?tcd that we have alraady laarned soms of tposa lzsscns. Gor.sny
today is being trzated by thzs victor naticns as a defested ccuntry.

It 1o baing edministerod by Allied militsry forces. GC:-uciderations eof
Garman sovaraignty ars not weighty and inhibiting as yet. We ars not

bzszt bv divergent aims the way we woera lsst tims, Peosidont Recsasvolt,
Prime Minister Churchill, and }M-rshall Stalin plzdg:d at ¥ lts to "clirirats
cr ccentrol all Gfrmgn industry that cculd b3z used fer niliterw wreducticz".
This is a tremendcus advancé covor ths attituds which grvarn;d at erSQillss
in 1¢19 vhan th2 coneapt ¢f genaral sconcnic gnﬁ industrial cisarmarnant

of Garmany was lackine,

Yet wme aré only at th2 begifniné. s hq§3 8till te aera: or ard te
bogin tc apply a detsiled, spacific, unifizd Bccnonic aré inﬁustri&l
disarnament pregram vhich will allnirat* the Garman war potantial as g
part cf a unificed ceccupaticn prograﬁ. Wz have vat te iﬂpc_. a trsaty cof
pzace on Gurnsny énd to antsr intc an accord batwuar thz Alliss thet will
2stablish porm anantly a ccntrcl cf Garranv s war pctartial. W2 havi wat
tc =stablish anything that ra sanblgs a lecng ternm disarnaniont rachinsry
which, cver a paricd cf decadaﬁ, will ses tc ifléhnt.thz éiser-anant Tro-
?iéiéné cf such a treaty éro anfcrceﬁ and‘adabtad és-tha situzticn may
raguira,

W have s2en the uxt nt cf Gﬂrnany s prascent war pctjntiql--a war
nctﬂntial vhich axists daspltu ths militarv def2at we hnv, in?licted upen
th: G.rman nation. F\rth’r we hovn sz2n the mistak:s vhick w2 mada in-
n2dists3ly aftar tha last war. Bnt in crd2r tc undarstand cermplztaly the
prcblam of eeencnie and industrial disarrenant of Gormany, it i racessory
for us te trac: threugh tha pegas of histerv tha ways by vhich G rmany

achisved the scencrie snd industrial rearnansnt fer World W or II.
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CHAPTER 3

THE ECONOIIC AND INDUSTRIAL REARMAMENT OF GERMANY FOR WORLD WAR IT

In the early summer of 1918 it was clear that Germany would
be defeated. The men who had directed her war effort began to develop
a new plan for the next war. The men who had drawn up Germany's economic
plans for mobilization of the entire Germany economy during the First
World Wiar bsgan in 1918 to plan the economic and industrial rearmament
of Germany for Vorld War II.

General Staff Emphasis on War Economics

The German General Staff, while officially abolished, as discussed
in Chabter II, by the Treaty of Versailles, actually continued in existence
after 1918, operating mainly in the National Archives, where, it was
announced, some former war leaders were engaged in writing a historical
study of the fecent war. They did publish some volumes on military
events,.but'thair pfimary work was analysis of the cauéeé of their defeat,
and planning for the next war.” Few defects were found in German arms
and military strategy; Fha main weakness discovered wa® in the field of
war economics. For that reason, soon after 1918, thé GGeneral Staff
determined that part of the Officers Corps must be trained in this subject.
Under the Treaty all military schools were to be abolished. They were,
in fadt, closed, but at the same time the underground Generai Staff opened
a new-acadeﬁy in the Institute of Technology at-Berlin-Charlottenburg.

This old institution not only had some of the best enginéering faculties
of the country but also one of the best economics staffs. Iater, other
similar institutions were developed.

carefully selected officers and officer-candidates were sent to
the Institute for a course of studies that iﬁclqged the efficient use of
industrial manpower, the economics of raw materials, production manage-

ment, industrial standardization, and war financing. In time the course

cane to include one year of practical experience in plant management.

-

s See Exhibit 4: A Collection of Interviews Held by U. S. Government
Officials with German Industrialists, Scientists, Attorneys, Journalists .
and Former Government Officials. The cases set forth in this exhibit
are illustrative of a great deal of the discussion in this chapter.
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As early as 1926 graduateéiof the General Staff's new type of
military academy for economic and industrial training had become
active in the ihdustrially import;nt army corps éreas, where they were
the technical advisers of the ar&y commanders énd worked closely with
the industrialists. Among their iunctions ﬁas tﬁ? l"lra’r.:I.lonalizat.ion“
of in&ustry; they brought the la%est advances in technoloé& and produc-
"tion methods to the attention of ?ﬂnufacturers and promoted reséarch on
such matters as the synthetics Ge?many must have to wage successfully
another war. They later took credit for.having accelefated the development
and production of synthetic petroleum, for increasing the production and
improﬁing the quality of rayon, rayon staple, aluminum, and magnesium,
for improving the methods of working low-grade iron oré, and for greatly
expanding the capacity of the machine—tool industry. 1In ﬁany cases
government funds were used to stimulate the désired activities. The
corporations céncerned often received freight rebates, tax exemptions,
and similar favors in return for their collaboration.

" .Long Range Plans for World War IT

The plans of the General Staff branch that on the eve of World
War II emerged as the Var ﬁconomics and Armanent Office embraced these
‘measures :
a) 1the freeing bf Germany from war debts and reparation payments;
b) the re-organization of industry essential to war; the expansion
of its capacity; the equipment of all plants with labor-saving
machinery to lessen the vulnerability of industry to wartine
shortage of manpower;
c¢) the development of domestic resources to the maximum, and of
synthetic substitutes for critiéal materials not to be found in
Germany, or nearﬁy in Europe ;
d) the stockpiling of critical materials that could not be
developed ih Germany;
e) the rebuilding of the meréhant marine and the building up of
an air fleet;
f) the construction of strategi® motor highways and the unification
and ré-equipnment .of the railroads;
g) the institution of governmental economic and industrial
controls well in advance of the outbreak of war to prevent confusion

in the critical period of initial attack.
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c.. . Qtatements by .Qne of the Allied Dlsarnament COnmi351oners

Too little information is available to judge precisely the extent
to which the German General Staff and its industrial collaborators
planned and promoted certain situations in the years immediately after
liorld War I and to what extent they merely took advantage of them in
putting their program into effect. But the Staff's operations were
already so apparent at the end of 1923 that the Britlsh Brlgadier—General,
John H. lorgan, of the Allled Disarmament Commisslon was able to state:

"Germany has now got, ingeniously camouflaged, that Econonmic

General Staff which was the dream of Rathenau... and the whole of

the key industries of war--coal, tar products, sulphuric acid,

nitric acid, aluminum, and all the rast—--have been reorganlzed
subsidized, and controlled to this end. The whole of German
industry and production have been reorganized by some astute and
able brain with a view te making her independent of overseas
supplies of materiul in the next war. Even her rolling-stock

for ordinary cemmcrcial traffic has been altered to a new type

capnblc of immediate conversion to troop trains."

‘Later Horgan said General von Seeckt was the dircctor of the
secrct re-armament, that the government of the German Repfiblic was
cellaborating fully with hinm, and that mcembers of the General's economics
staff worc planted in key positions in government agencies, including’
the Ministry of Finance.

lorgan also wrote in 1923 "Germany is in many respects far bettér
prepared, industrially speakln , for a great war than she was in 1914."

General Morgan made these statements in 1923, 3 years after the

guns had ceased firing on the Western Front. We were trying to forget

there had been a war. The Germans’ were already on their way toward a

et .
: LR -
= .

new one.
Flighﬁ'of'Specializéd Assets and Personnhel f;OﬁrGefméﬁyﬁ

‘TheGorman General’ Staff did not confine its economic efforts to

Germany itself or to international cartel arrangenents worked out: by
German industry. In fact, they had hardly surrendered in 1918 when they
encoufagéd and organized the flight of specialized Gernan assets and
persoﬁnel.froﬁ Gérmany. Iﬁdeed, the 1918 surrender had taken place so

far beyond the Gorman boundaries that the Germans were able to secretey-
camouflage aﬂd'Smﬁggle'kay blue prints and other vital data of a technical
and military character out of the country or into hiding placﬁs in Germany

beforc a single representative of the Allies entered the éountry; ‘The -

500 hibit 2: How German Asscts and Econonic Activities Outside -
Germany Affoected Germin lar Potential and Propaganda. See particularly,
sections (a) and (b). iy
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situation iﬂ the péfiod before the fo?mal arrangenents of Allied eontrol
weré‘pﬁﬁ inﬁa ¢ffect was so lax that %he Germans even coﬁtinued thé con-
structionzsf submarines in Germany unpil an annex to the armistige torms
ended the work. ' }

The informality and looseness éf the situation also was so
favorablc'to the Gormans that the imp&rtant Fokkey airplane works were
shippcd out to Holland. Train after ﬂrain erossed the border fronm
Gerénny into Holland bearing equipment, parts, and materials,--and
German technicians to’install the machines and resume construction of
planes. later a Dornier subaidi&ry-was eatabiishad in Switzerland, just
across the lake fronm its parent company. Junkces continued to make planes
through a Swedish subsidiary. Thus,chfman technicians continued German
military research and trained othor German technicians for the next war.

Other German firms arranged to hévo various kinds of military
construction carried on abroad, and to protcet their patents on deviees
of military importance by use of native firms and secret subsidiaries in’
neutral countries. Krupp, for exanplc, transferred key patents,'licéndgs,
and secret processas to Bofors, the Swedish armament company, in exchange
for a bloc of its stock. Iater, in order to circunvent Swedish legis—
lation aimed at preventing dircet Gernman ownership of Swedish armanent
facilities, Krupp gained control eof the ;onpany by the purchase’ of
additional shares. Krupp brought suit against the British armament
fim of Vickers for infringgment of Krupp patent rights on fuscs for hand
grenades; in settlement 61’ the ca'se Viekers turned over to Krupp its
stecl-rolling nill at Miers in Spain, This strengthened its outpost
operations in that country, which already included naval construction and
manufacture of machinery.

Submarine construction was carried on in tﬁe Netherlandé through
a disguised subsidiary of .the German government-owned yards at Kiel.

Thc nmanner in which this subsidiary operated ia of interest. Finland

.advertised for bids on a submarine. It was arranged that the contract

"should go to a small Finnish firm, though none in the country had

facilities for doing such work. The Finnish company then subcontracted

the order, placing it with the German subsidiary in the Netherlands.

This operation was publicized by the French company that had completed
for the Finnish sub-contract with others from Britain and Italy, offering

lower bids than the German puppct in Holland. Protests of the French
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govermnent over the trea;y viplation brought no Allied. measures against
Germany.

A more direct arrangement for submarine construction was made.by
the German Navy in 1924, when two model subrmarines were built in Spain
and the German U-Boat ace, Captain Manfred von Killinger, founded a
conpany in Echevarria, Spain, to experiment with submarines.

One of the best opportunities afforded the Germans for maintenance
of forces skilled in manufacture of a military nature, and for experi-
nentation, was arranged with the Russians. At a tine when Russia's former
allies wore, invading the country and supporting the so-called M"hite
Armies", thc Sovic¢ts had too fow engineers and technicians to utilize
the old tsarist armanent plants to advantage. German firms, above all
Krupp, -offered to operate these plants on lsase and did so for a number
of years. Junkers also opcrated a plant in Russia.

At a time when the continuation of exporiments with engines and
planc parts was vital to the Germans if they were to build up a fleet of
military plancs as good as that of future opponecnts, some German designs
wera almost forced into production in countries not considercd dangerous
to Gernany. Blucprints for a fighter engine werc donated to a
Czechoslovak nmanufacturer and designs for bomber parts were sold to the -
Czech governnent for a nominal price. In return, the Germans were allowed
to watch performance tests.

Whilc the establishnent of some Gornan subsidiaries abroad in the
fioid forbidden to parent companies in Gernany undsr the peacc treaty
might be considered nerely a scries of comncreial ventures, the complete-
ness with which every industry- falling within the terns of the treaty
was soon in operation abroad 1eft'1ittla doubt that the corporations were
working in close collaboration with the General Staff., Some of the’ pro—
duction they undertook could not have been carried on othorwise, sinco
it involved the usc of blueprints for which the manufacturers were

responsible to the Govermmont.

Military Resecarch Inside Germany

Not all the experimentation in the immediate years after World

War T was carried on outside Germany. As shown in Chapter II of this state-

ment, military production and rescarch never actually ceased in Germany.

The Reich-military rescarch institutes which could carry on in properly -
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guarded buildings, continuéd‘oﬁerations with budgets that_wc:e buried in
governnment appropriations for;%hu benefit of agriCulture_anq.sinilar
peace time activities.

Military Production Inside Germany

An_example.of nilitary §roducticn in Garﬁany during these years
is set forth in. the Report of the Special Senate Cormittee of ?he 73rd
Cengress on the Munitions Industry. The Report refers to a statement by
a representative of Du'Pont to:his company in which hc said that a State
Departnent official had informed him that the Germans were exporting
powder and nunitions and that the Allies were not objecting because these
exports were increasing Germany's ability to pay reparations.

y : Uss of American Methods

The United States accidentally played an inportant role in the
technical arming of Germany. Although the German militﬁry ﬁlannars had-.
ordered and porsuaded manufacturing corporations to install modern equip-
nent for mass production, neither the military economists nor the cor-
porations secm to have realizaed to the full extont what that meant.

Their ceyes were opened when two of the chicf Amcrican automobile companies
built planté in Gernany in order to sell in the European nmarket without
the handicap of ocean freight charges, and high G;rmﬂn tariffs,

Gernmans werc brought to betr&it to learn the techniques of special- "
izad production of components, and of straight-line assembly. Wt thgy
saw caused further reorganization aﬁd refitting of other ksy German war
plants. The techniques learned in Detroit were eventually used to con-
struct the dive-bombing Stukas. Thile this aid to the German airplane
industry was accidental, at a later period I. G. Farben representatives
in this country cnabled a strean of Gorman enginecers to visit not oniy
plane plants but others of military inmportance, in which they learned a
great deal that was eventually used against the United Stafes.

-

Industrial Reorganization

During the latteor years of World War I, the German ﬁiiitary
gcononists had found many industrial plants with outmoded eqﬁipment and
dependence on cheap nmanpower rather than modern devices that nét only saved
labor but also pronotod mass production. They had also found‘industries
poorly grouped for cfficient operationrand the saving of tranSpﬁrtation.
Sone inportant segments, while having capacity sufficient for peaeetime

narkets, were nmuch too linited to meet military demands. Plants producing
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synthetic substitutes for critical materials were quite inadequate, both
in the character and type of tHeir output. In other words, much of the
Gernan plant nceded re-organization, re-equipment, and expansion before
Gérmany cou%d"safuly enter another war.

Bu£ acéénplishment of thig progran recquired the expenditure of
large suns of nongy at a timc when feparations paynents and service on
public and private debts were materially reducing the funds available for
investment in construction--gspecially in construction on which no
irmmediate return could be expected. Thus, during the early 1920's,
the G;rman Gencral $taff and £ha industrialists had a-problun on their
hands: how was Gcrﬁany to finance the progran of.construction needed to
arm Germany econonically and industrially for World War II.

The answer wis in a sense¢ threcfold: 1Inflation, Foreign Loans, and
Reparations, although all were rclated rather than separate methﬁds.

Inflation .

Various apologists for Gérmany have denied that.inflqtion in
Gernaqy.during the early 1920's was manaéed. But, Gecneral Morgan, who
was inidermﬂny through the period when it was in operation and i; an
exceptionally good position to discoéer the faets, stated the conviction
that inflation had been "the instrunent" of the underground General Staff
to accomplish a large part of its program. Such a program could not ha?e
been carried out without the collaboration of the government of the
Weinar Republic and of the maj;r industrialists, The latter were in
control of banking and, in addition, occupied many of the governnent
offices concerned with.publid finance. They, furthermore, were the chief

#

beneficiaries. While small business-men who did not understand the .
techniques of managed bankfuptcy werc¢ ruined, and sala;igd wo;ke;s and_
wag;—earners were driven to desperate expedients in prder_to_subs;st .
with prices doubling overnight, a constantly narrowipg grqup of the major
industrialists were creating econonic domains of fantagtic proportione.

As company after conpany was forced to the wall, the success;ul manipula-

tors bought . then up. .

The new enpires built with the aid of inflation were not all within
Germany. At the sane tine when Gernany was pleading poverty and 1nqbillty
to pay raparqtlons, Gernan manufactured products were being sold abroad
in large quantities, thanks to the lcw—productlon costs, and part of the

procecds from then were being used to acquire properties abroad—-sgne,qf_

then German holdings that had been confiscated by the Allies.
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The final triunph of inflation was its blackmail valug, 'Géfhanyiﬁ
abilityito undersell other nations with goods produced unddrlinflhfionaryf
condifions.began to bausu‘trepidation among other trading nations in 1922:
The speculation in the mark was also disturbing the moncy markets. The
German govgrnment insisted that it was powerless to handle the situation.
Finally the Allies agrecd to roview the reparations question and to consider

aiding Gernany financially. The park was abruptly stabilized.

-

.'Foraign Loans to Germany

The Dawes Plan, adoptod in August 1924, fitted perfectly into the
plans of the Gernman General Staff's military acononists.h A morg than reas;
onable progran- of reparations pa&qents was worked out. It was agrced that
thG'Gormnn obligations undcd‘with:p?ymcnt in nmarks to the Allied Agent
General in Gernuany. .nd the Allics undertook to float loans to enable Gor-
nman ccononic rchabilitation. /ith such guarantces, fernan business had
little difficulty in floating private loans in other countries. German
rmunicipal and regional governnoents, as well as the Reich governnent, shared
the inflow. . The result was'a ncw construction goom whose stinulating
effects on other industrics caused many obssrvers to write approvingly of
the anazing rccovery of Germany. |

There was surprisingly little inﬁelligent analysis by foreign obscr-
vers of the purposes for which the moneys were spent, or investig&éion of
thc soundness of the investnents. Thile some foreign money was used for
housing and much-needed public wvorks, a very considerable portion of tﬁa
funds went for the construction of iron and stecl nills and sinilar.works
that fermany already had in sufficient capacity for legitimate peacéftime
nceds., Coal nine devélopment went ahead sharply and in spite ﬁf ;epafé- ol
tions dcliveries Gorman coal was soon cutting in}gritish sxpor£ narkets.
Th&_rﬁsults.of this buildiﬁg up of German industrial capaéiﬁiqs were fu}ky
apparcnt by 1937, when the bituminoﬁs coal outpuﬁ alnost reached ﬁho allf _
tinc peak.-of Greater Germany in 1913, the stceel output was slighti§ greatqr
than in that year, and tﬁa pig-iron output was only ébou£ ihfeo million
tons less than when Lorraine orc was in Geérman hands, Long ﬁéfore 1937
Gernany had more than replaced the industrial capﬁcity of thé territorics
taken from her by the Treaty of Versailles,

Reparations in Finished and Seni-Finished foods

Reparations in finished and seni-finishcd goods playsd.a not inconsid-
erable role in the Gernan economic and industrial rearmanent. The repara-

tions in goods kopt the cnlarged plants busy dnd skilled staffs together,
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built up buyer demand for Germany in the receiving countries against the day
when the deliveries stoppud, and retarded the development of key war-potential
industries abroad, particularly in the machinec and chemical fields. Countrics
recceiving German machines became dependent on Germany for spare parts and rc-
placenents. Consuners of dycs who had learned to use the German products
successfully were later umwilling to risk the usu!qq other products when the
reparations dcliveries ccaéed. |

It wasﬂof considerable sijnificance that Germany, long beforc the day
in 1928 when she had an option to end the deliveries of chenmicals, informed
the Agent Gcnaral.£ﬁ3t sﬂe was quite ready to continue this form df reparation
payment. In that ycdr;-ié.é per cent of the valus of all the alizarine dycs
Sermany cxportéd, 18.3 per cent of the value of the chenieal fertilizcrs; and
26.3 per cont of all ths synthetic annoniun sulfate were on the reparations
account.,

In his annual report the Allicd Agent Gencral for Reparations Payments
stated that the Allied Expsrts considered it advisable to encourage the deliv-
eries- in.gaods because of their hvalthy effect on German industrial activity.
He fq;ppp:~ju§§ified the continuation of reparations in this form with ;hc
axplqution that the deliverics had become "an inevitablc part of the economic_

condltion 01 SGVural of the ulllGS, so that thuv could not be abandoned with-

out conslderablL dislocatlon-“

:1‘

th word “1nev1tablo" was 1ll-chosen in thc 11ght of the facts.
Fr¢ncc, f;rJgkﬁnplo, was a ngor r901picnt of Jcrﬂin dyestuffs, though 1t had
its own dye 1ndustry, Whlch had been axpanded durlng the war and which had
been strengthened by the seizure of Gernan dye patents. As early as 1924, how-
gver, Germauny had begun to régaihlééhiral; not only of the planﬁs using its
patents, but also of the French chenical company that had taken then over. By
1927 there was ah'agfeeménf with the coﬁpﬁﬁy fhﬁt.énﬁblcd I.E. Farben to die-
tate what quantities aﬁd kinds of dyes Yrance night produce and export.

Tiis t9k jlace ~nly ton years after the Girnans had ‘used their dyes
plants to manufacture poison gasess and to launch gas attdcks on French sol-
diers and civilians, counting on the superiority of German dyes production
capacity to prevent equivalent Allied retaliation,

Not long ago President Roosevelt pointed out in a letter to Secretary of

State Hull that "the history of the use of I.G, Farben by the Nazis reads like

a detective story", But the detective story had been running in sgrial fornm

when. _-ltiolf Hitler had been a more corporal on the ifestern Front. It had been

runnlnp under thu authorshlp of the Gennan General Staff and the major German
industrialists

¥So5 T5hibit 5: 1. 0. Farben's lanufacture of Poison Gases, 1913-18
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Cartel Arrapngements
¥
The cartel program as developed first by the General Staff and
.~the big industrialists, and after 1933 by the Nazis as well, called
for the manipulation of the world's trade and the world's resources
by German industry through the medium of cartel arrangements so as
to strengtﬁen Germany's position te make war, and, in turn to weaken
the defensive position of its potential enemies,
Two.of the best examples of the success of such manipulations
.are tﬁe stories of the alﬁminum and magnesium cartels.
Aluminum, a light-weight metal, is an impértant war item. It
%g used for aircraft, and also as a substitute for steel, copper,
brass and as a catalyst in the production of aviation gasoline and
important chemicals.
During the 1920's and 1930's the Germans gradually built up
their aluminum production and entered into cartel agreerents under
which French, British and American production was limited, Germeny
increased its purchases'of bauxite, and slumina from Ffaﬁée (Béuxité
is the raw material from whi;h alumina is mﬁde;félumina is the base
from which aluminum is made), by seeing to it that the French owners
of bauxite and alumina made more profit by ;elling to Germany than
b§ increaéing French aluminum production. When World War II started,
France ﬁaid.dearly for_this arrangement. And when, not long after,
the UnitedIStafas waé attacked at Pearl Harbor, it found itself
"with farlless-alu£inﬁm production than it needed. The British went |
'thfough a similar experience.

Magnesium is one-third again lighter than aluminum., It is

. =

highly inflammable and generates great heat when it burns. It is tu;«ﬁﬁi

_;ha main ingredient%of the incendiary bombs which our Super-Forts

. are now showering on the Jap homeland. But when we were attacked
in 1941, we had insufficent magnesium production and very small
stocks on hand in this gountry. This we owed to cartel arrangements -
made by I. G. Farben under which American--and British—-magnesium
production was limited. Wi

The result was that for many months, until American manufactur-

eres were able to produce sufficient magnésium,'we had to use thermite

insteéd of magnesium, Thermite is highly inflammable, but it burns

- W=k e
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in 30 §epoqu. It is therefo?e not nearly as suitable for incendiary
bombs as the longer burning magnesium. Thus, .during months of war,
the magnesium cartel arrangemgﬁts were responsible for greatly re-
ducing the efficiency of what i:a today one of our main Merial weapons——
the incendiary bomb.

In addition to the economid and industrial advantages which
Germany gained by means of car;e;s, the system was exceedingly
useful to the military planners. It gave .access toO miltitary de-
velopments abroad in a much more direct way than any spy system
could, end it asctually allowed Germeny to undertake a program of
dlsarmlng the powers who had beaten her in World War I.

All thls was going on at 2, time when we were engaged in helping
Ge&many get back on her ‘feet. The Dawes ?lap @as.in operation
and Gefﬁéu} ﬁéﬁEquiét'on‘tha;sur?aqe.f But ?ngerﬁéath;rﬁar pre-
ﬁaré;ion was going on.’ - a5

» i+ . Foreign Trade

The Nazis found when they came to power in 1933 that long

strides had been made since 1918 in using German foreign trade as

an instrument of preparing for war. The reparations arrangements,
the extension of the cartel. system, and the flight of assets and

personnel to neutrel and other countries after the Armistice in

1918 fitted roughly into a pattern of foreign economic policy which
included a determinstion to gain ‘control over the sources of
strategic materials required by Germany, even in view of her pro-

gram of synthetic production, to wage successfully the new war,

Germeny's Lack of Raw Materials
As a mattcr of fact, it is actually amazing that England,
France, Russia, America and all the other netions who have ree

peatedly suffered from German aggression stood by and allowed

Germany to accumulate thc raw meterials she needed for the Second

Wbrld War. With the exception of coal, and about one-third of her

iron oré roquirements, Germany posSsS€ssScGs nonc or grossly inadequate

améﬁﬁfs of strategic rew meterials, Geormany is dependent, wholly

-



or in large part, on synthetic production or on imports from abroad

for her—-

petroleum
rubber
copper
mangenese
nickel
lead

zine
chrome
bauxite
industrial diamonds
opium
fats

She has solved the need for some of these materials by the produc- -

tion of synthetics within her own borders. Well-knmown examples of

.this practicc are synthetie rubber and synthetic oil. But synthetics

elong were not able to satisfy Germany's nceds for strategic materisls--
and so the Germans looked abroad--to foreign trade.
The trade statistics for the years between the two World Wars
were available for everyone ;o gxamine._ They portrayed a pattern
of preparction for war--a pattern which was elmost entirely ignored
by the nations ageinst whom it was directed.

German Imports

During the period 1934-38 German imports of

iron ore ) 1685 )
CcOopper ore ) .01 )
lead ore ) 7L )
chrome -ore ) increased 130 ) percent
beuxite ) 262 )
pctroleum ) )
rubber ) 34 )
pyrites ) 45 )

During theé same six’yéafé:‘tdtal Germen imports inercased less than
10 pcrcent. And the two.principal expor;éis‘tomGermany during this
peri'dd were the United States and the United Kingdom.

“Nazi foreign trede policy was -simple--(1) to import as large
quantities of raw materials and products needed for war as possible
and to import es little of anything clsc as possible, (2) to obtain
the ‘required imports by exporting thiﬁgs which (a) Germany did not
need for wgr,_apd_(b) the receiving country could not use for war,
and (¢) Germeny could produge with the slightest possiblé burﬁén

on hor domcstic rearmament production program eg. children's toys.
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Some of the instruments used by Germany to implement this policy

have already been mentioned. Cartel arrangements, for instance, were
one. Others included subsidies, foreign exchange control, German

government allocation of imﬁort requirements, etc,

Bilateral Agreements

Foreign Trade however imvolves two partners and German uni-

lateral control was not enough., To overcome the shortage of foreign

exchange which continued to stifle trade, Germeny turned to & series -
of discriminatory bilateral agreements, the network of which was
spread over Europe and certain countries-of South America, Barter
agreements provided for the exchange of definite quantities of ‘
specified commodities; clearing agreements set up special accounts

in the Central Bank of each country in which local importers de-
posibed domestic currency end out of which expoxrters were paid.

These types of agrecments werc negotizted particularly with countries

which could directly supply commbdities in which Germany was

deficient.

Barter and clearing agreements, however, did not supply foreign
exchange. It was of paramount importance therefore that Germany
should obtain free exchange particulcrly from her good customers who
happened, however, t0 be hor repepaviens creditors. With them she
ran the danger that they would retcin any surplus exchange for the
amortization of her wam!IlIl!=i debts. To safeguard against this
eventuality e third type of bileteral =greement was negotiated,
known as a Payment Agreement, which contained among other terms a .
definite commitment as to the amount of exchange derived from German
exports which could be reserved for payment of war debts.

Seutheastern Europe

Germany had another primary foreign trade objective--namely,
the development of sources of supply of strategic materials in
nearby Buropean countrics--sources which could not be disturbed by
a British ser blockade. And so after 1934 Germany accentuated a

progrzm-of_ecouomic penetration into her neighboring countries, which



hed as its purpose the deveélopment of resources in those countries
- which, safc from marine blockede, would complement German synthetic
- production.
This wes.espucielly true of Germany's interest in the countries
of Southuastern Furope which could supply commodities in which
. Germarny was dengerously shoft, such as foods of &l1 sorts, oil,
and non-ferrous metals., The economic diive to obtain those products
- showed good results before the wer and paid high dividends during
the war period. The main teéhniques employed by Germany consisted
of paying higher then world-merket priceé, of signing long term
contreets for the development of certein lines of production, such
as oilsceds in Roumania and Bulgeria, of selling on cred-it mechinery
to be used to develop certain resources, of granting préfcrential
teriffs, end of handling 211 trenssctions through biletersl clearing
arrangements. In addition, Germeny followed a policy of maximum
buying and minimum selling which resulted in the’bréﬁtion of lafge
clearing balances in favor of the exporting countries, In order
to utilize these balances) which constituted a2 hesvy burden upon
their central benks, these smell countries were forced to enter
into new zgreements with Germeny providing for impérts from Germany
conditioned 5y new exports to Germeny, and resulting in a still
greater enfangiement in the Germah hetwork of economic domination.
From thé Germen poiné of viéw; this economic policy proved

highly successful. About‘three*fourths of Germany's war supply of

chrome, morc then helf of her copper, and over one-=fourth of her

lead were ﬁroéuced i; Southeasfern Europe. Roumenian and-Hungarian
0il represcnted mo;u ¥hen 40 percent of Germany's totsl supplies,
including synthetic, Oné third of Germany's bauxite supplies were

* delivered bf Hungary. Manganese andvmica, ﬁractically unexploited
before 1939 as industriel wenpons of waf, ﬁere imported from the
southeast &nd used with increesing militery importance'hy the Germans.,
Ir the textile field, hemp and other fibres were obtained, ghila the

wool d&liVerBd-by Southcestern Europe represented about oneéhalf

of all new German wool supplies.
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The Weimar Republic

Germsny was a republic--the so-called Weimar Republic-~from
shortly efter the end of World War I to the ascendency to power
of Hitler and the Nazis, During those yeers, the German military
lecders end major industrialists helped to keep up the pretense
of a democratic regime, but they were both restless under it and
constantly seeking & mezns of replacing it.. The family end other
bonds 5etween the officers corps end the industrialists was
strengthened by the frustrations both suffered =as a‘result of
nationzl humiliation end thc concessions necessary to keep up the
appearance of popular govcrnment.

During the 1920's various right wing politicel parties came
on the écene bﬁt'only a few gained eny considerable popular follow-
ing. Although Ludendorff took part in the National Socialist
putsch in 1923, most people of importance were not yet ready to
back the Nazis. The eharectarlﬁf meny of the ﬁazi leaders wq;
too crude to =ppual to the General Staff and the industrialists.
Mcreover, while they shouted for Pan-Germanism, trcaty repudiation
and militery ection, the Nazis also advocated e kind of internalz

~ Germen socialism which wes objectionable to the industrialists, the
land-owning Junkers, end the General Staff.
By 1929, however, thc Nazis had cnough of a populer following
" %o ﬁgk& it seem possiblc that-they might be able, withlproper
backing, to overthrow the existing regime. Some of the Nazi party
leaders began to explein to tﬁe militarists end industrizlists that
{he socialist perts of the Nazi pletform could safely be forgatten
though its usc must be continued in campaign oratory. A fcﬁ of
the Ruhr group begen tCc send scerct céntributiona to the.barty;-bu£

as a whole the Ruhr was not convinced until Hitler met with eertgin
Ruhr bankers end other conservatives and convinced them that he
ecould be trusted to sct up a strong centrel government with a stable,

aggressive, foreign policy.
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- First Year of the Nazis

'-ﬁ;fing their first yaéf in office, the Nazis werc on probation
so far ¢s their monetery bgékéfs were concerncd, While some of
© their ects wire pleasing to the industrialists, certein others,
intcndéd to ccment their hﬁld on the populacé, were not. The purge
of 1934, which was publici?ed as a measure to rid the party of
. .certain notoriously immoral end trcesonable elsments, wes the blood
price paid to re-assurc tho:doubters. Thereafter Germany was
ruled by the Party, in partnership with the ma jor owners of combines
end the German General Staff.,

Unofficial Government

In effeet, there was an unofficisl super-governmental structure
in Germeny from 1934 to 1945 which ineluded the Nazi governmcnt
officiels, the General Staff and most of the importent industrielists.
Attcched as Exhibit 6 is zn editoriel explanation, along with a chart
which attempts to combine a simplified outline of the official
government structure during the winter of 1944-45, with the structures

of the major combincs and the General Staff. This chart, which is

based on a study of the lews, decrees snd administrative orders since
1930, plus an examinction of govermmcntal eppointments and such in-
dustry records cnd deta s cre at hend, shows clearly ﬁhc integretion
of Germen industry into the German wer mechine. Thelbig German
industrialists may claim thet they took their orders from the Nazis--
that they were sheecp like the masscs of the German people., But they

were guilty of being morc then sheep. They were full partners of

the Nazi shepherds--just zs wcre the members of the General Staff,

Any effectivc progrzm of cccrnomic and industricl disermement must

take. cognizance of that fact,



CHAPTER -4

SOME OBSERVATIONS ON THE TASK OF DEVELOPING A PROGRAM FOR

GEREAN FECONOMIC AND INDUSTRIAL DISARMANMENT

How arc we to cope with this problem that emerges to confront us today

in the fearsome perspective of a history that showed the Allics to be

whelly inadequate in dealing with it after World War I?

Certain lines of action arc clearly indieated:

(1)

(2)

(3)

(4)

(5)

We must sce to it that this problem is studied intensively, that
the facts arc marshalled, that our previous mistakes arc analyzed,
that corrcctive programs arc devised, and that a gencral under-
standing and apprcciation of the problem in all of its ramifica-
tions is crcatc@ in the execcutive agencies and dcp;rtménté,wthc-
Congress and the public, 1

We must seck to promote regular and intensive d.iscus;ionsl and
ncgotiations with our Alliss on this subjoct to the cnd that.

a common program can be deviscd and adequatc international ar-
rangements be mede to execute that program,

Wie must sec to it that a gshort term policy of controlling Germany's
cconomié basc for aggression is launchéd- end maintained -so that.
any common éfforts to achieve a long term result will not have
been unduly prejudiced by crrors of omission or commission in the
interim,

We must, as quickly as is consonant with sound judgmcnts and
caroful study, adopt as high policy a long tcrm program for German
cconomic and industrial disarmament which this government and the

pcople of the United States arc prepared to commit themselves

to for many decades. = i o
We must attempt, through diplomatic negotiation and the excreise -
of a bold and vigorous foreign policy in this field,, to scck a
substantial mecasurc of agrcement to our program on the part of
tur Allies., This cffort should result in the incorporation of

an intcrnational program of German cconomic and industrial dis-

! armamcnt as onc of the important foundation stoncs in the ‘forcign

policy of -all governments committed to maintain peace, including

that of a futurc German government.

The present interests and rcsponsibilities of the Forcign Fconomic Ad-

ministration concern the first point listed above, namely, the study of the

problecm of German cconomic and industrial disarmament and the devclopment

&
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of a spceific and definite program for U. S. consideration, designed to
climinate or cdﬁfrdl Gormany's cconomic basc for aggression,

As a rcsult of the expericnce of the FEA and its prodegessor agencics
in the busincss of cconomic warfarc and its contimuing study of the cnemy's
cconomice potéﬁtials and institutions, thc agency found itself in posscssion
of a substantial amount of information conccrning the German war cconomy and,
the nuclcus of a trained staff equipped to deal with the analysis of this.
and other post-surrender problems. On Septomber 28, 1944, the President :
dircctcd the agency as follows:

"Control of thc War Making Power of Germany. You have been making

studies from the economic standpoint of what should be donc after

the surrcender of Germany to control its powcr and capacity to make

war in the future., This work must be accclerated, and, under the

guidance of the Department of Statc, you should furnish assistance

by making available spceialists to work with the military authoritics,

the foreign scrvice and such other Amcrican agencics and officicls

as participate with thc United Nations in seeing to it that Germany

docs not bocome a menacce again in suéceeding gencrations.!

In the intorvening months, the Foreign Economic ‘Administration has been
in the process of cxccuting this dircetion,

Before going further, I want to makc it clcar that thc FEA,-in.carry-
ing out thec President's Dircetive, docs not arrogatc to itsclf the responsi-
‘bility for dctermining what Amcrican policy should be, or for exccuting that
policy through international ncgotiations or thc performance of occupation
tasks in Germany.

The FFA is primarily concerned with sc-ing to it that the subject of
Gorman cconomic and industrial disarmament is intonsively studicd and that
fcasible programs for sccuring that objective are preparcd and ‘presented
at the various points in our govarnment wherc deceisions .can be made and
action takon,. In addition, the FEA participates as one of the cxccutive
agencics in making policy dccisions or rccommcndations on this subjcct for
cxceutive action,

In accordance with the Presidont's lettor,” the FFA alsc acts as a scrvice
agency for eithcr the Statc or War Department or military and civilian
officials abroad in providing personncl or performing other work at their
rcquest. It does so, however, as a scrvice agency without the responsi-
bility or authority for cither carrying on ncgotiations with other countrics
or cxoéutiné U.'S. policy and programs in the ficld: That responsibility
handled through such organizations as the Alliecd Control Council or the
Reparations Commission falls, under existing arrangcments, to the Statc and
War Dcpartmonts,

In the light of the foregoing, the:Committce will understand that I must

be limited in my subscquent comments to the way in which a program for Gorman
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economic and 1ndustr1al disarmamecnt is bcing devcloped rathor than what

form it is taking or how it is being cxocutcd.

Following recceipt of the President's letter, the fFA set about its task
of "accclerating" studiecs of German cconomic and industrial disarmamcnt by
working out arrangements for thc guidance by the State Department stipulated
in the President's letter and launching an intcensive work program on this
subjcct.

A ncw branch, first callcd the German Branch and later consolidated
with other units in the Economic Warfare Scction of the Ageney and now called
the Encmy Branch, was crecated and charged with the responsibility of cérrying
forward this work, Its Director is Mr.‘chr& H, Fowlép, formerly Assistant
General Counscl of the War Production Board.:

In addition to consolidating thc pcrsonncl with industrial and ccon&mic
knowledge of the German war potential in the FFA Enemy Branch, the FEA has
sought to bring into the study and analysis -of thc subjoct various types
of experts in or available to many of the other cxccutive agencies. In |
othcer words, the FEA has not bcen contcn£ to tfcﬁt this important problcm
exclusively within its own ranks. It has sought affirmatively to cver widen
the circle of trained minds available to this govornment who would think and
work toward a solution.

I will not burden the rccord with a description of the many studics
and reports which have been collected and preparcd since we undortoog.that
task, I will describe, for illustrative pﬁrposcs, one particular group'
of study projbcts, which I belicve, taken as. a whole, constitute the most
intensive and organizcd attempt yet made to mastcr the csscntials of this
new science, That group consists of a serics of 1nteragcncy pTOJPctS which
the Committee mny be interested in following.

Aftor a roview of all of the available materials within and without the
agency, the problcm of Gorman economic.and indﬁétrial disarmament was broken
dcﬁn.by the ncwly created Enemy Branch in-FEA into_a sories of separate
projccts°fof intensive tcchnieal examination.  The basis or pandbpok for
this offort took the form of an Interim Repo}ﬁroﬁ A Stﬁdy Projcct of German
Economic and Industrial Disarmament which,was éubmittcd to me Eyuthe Dircetor
of the Encmy Branch on January 10, In order that the Committec may fully
undorstand the nature of the problcm as we saw it ihcn, and the techniques
we have cmploycd subscquently to dcvblop a fuller govcrnmental understanding
of it, I wish to submit as LXhiblt 7 to thls Statamontvsome purtlncnt ‘portions
of this Interim Report. I particularly call “to your attcntion the portions

of this exhibit which arc entitled "Background of Study Project for German
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Economic and Industrial Disarmamon%“; and thc deseription of the twenty-

scven specific projects which this Interim Report outlincd for intensive

examination.

I belicve the Committee will be interested in the coverage

of thesc twcntyhscvcn:pfbjccts, sin¢c their very titles indicate somcthing

of the naturc and complexity of the subject under cxamination. They are:

Projcect

Projcect

Projcc£

Projcet

. Projcet
:Projact
Projccp
Projoct
Project
Projecct
Projcet
Project

Projecct
Préjcct
Projcet
Projecct

Projcet

.. Prajoet
Projoct

Projcet

Projcct

1.

2.

3.

4"

5.
6-.

7e

8.

9.

10,

The Post-Surrondor'Treatment of German Industry
involved in the Production of Armament, Munitions
and Implcments of War.

The Post-Surrcnder Treatment of the Goerman Aviation Industry.
The Post-Surrcnder Treatment of German Engincering and
Research Related to Armament, Munitions, and Implcments

of War,: -’

The Post-Surrender Trecatment of German Ingincbr1ng and
Rescarch in the "Secret Weapon" Field.

The Post—Surrcndor Treatment of the Germqn Light Mctals
Industry.

Tho Post-Surrendor Treatment of the Gorman 0il and

Petroleum Industry.

The Post-Surrcnder Treatment of the Gofman'Rubbér‘énd
Rubber Products Industry.

The Post-Surrender Treatment of the German Radio and
Radar (Flectronics) Industry.

The Post-Surrondcr Treatment of the German Bcarings
Industry.

The Post-Surrender Treatment of the German "Common

_ Components" Industries (Exclusive of Bearings).

1le

The Post-Surrender Treatment of German Machine Tools

© Industriecs.

12,

13.

17.

18,

20.

Rl.

The Post-Surrender Treatment of the German Automotive
Industry.

The Post-Surrender Treatment of the German Shipbuilding
Industry.

The Post-Surrender Treatment of the fggregate of the
German Machinery Industries. :

The Post-Surrcnder Treatment of the German Steel and
Ferro-Alloys Industricss S

The Post-Surrender: Treatment of the German.Chemical
Industry.

The Post-Surrcnder Troatmént of the German Coal Industry.

The Post-Surrcnder Treatment of the German Electrie
Power Industry. -

The Post-Surrender Treatmont of -Strategic Mincrals For
Gorman Industries.

Appraisal of Alternative Dovices for the Intcrnatlonal
Import Control into Germany of Supplics. for which, for
Security Recasons, that Country may be made dcpondent
upon External Sourccs. e

Technical Requircments for:a Permancnt Allied Commission
to Enforce International Arrangements Relating to
German Industrial Disarmamcnt,

M RN Y



-39;

Projcet 22. The Economic Consequences of a Separation from Germany

of the Rhincland and/or the Ruhr, and/or Areas East
of the Oder River,

Projcet 23, The Post-Surrcendcr Treatment of German Landed Estates

and the Practice of Economic Autarchy in Food Products.

Projcct 24. An Appraisal of the Technical Potentialitics for the

Development of "Peaccful" Industrial Activitics in
Germany for both Home Consumption and Export.

Projcet 25, The Need for and Naturc of Allicd Activities Relating

to German Property Asscts, Industrial Personncl, and
Fconomic Activitics putside Germany, designed to
onforce Economic and Industrial Sccurity Measurcs
Pertaining to Germany,

Projoet 26. The Post-Surrender Trcatment of German Participation

in International Cartels Affceting Intornational Sccurity.

Project 27, The Post-Surrcnder Treatment of German Forcign Trade

Consonant with Fconomic and Industrial Disarmament
Considerations.

Subscquently, two additional projccts have been added, one concerncd

with precision instruments and optical equipment, and the other with forecst

products industrics, The purposc of thesc study projccts was outlined in

the Intorim Report, rcferred to, as follows:

(a) A speedily organized consideration by cxperts, drawn from various

(b)

(o)

backgrounds, or the morc important subjeccts which can be singlcd
out in this ficld for intense scrutiny.
The creation of a series of adoquately prepared written analyses

of the various sﬁbjocts sclected for detailed examination. These

reports should include a description of the German industrics or

cconomic problems under consideration. They should note the

varidus detailed questions that should be raised or answered

in conncetion with any international consideration to undcrtake

S A

‘or not to undertakc a disarmament program. The pros and cons

on these questions should Be included. Recommendations, howcver
tentative, should be speecifically and dofinitely stated, with
appropriate rescrvations as #o their foréc as accepted ﬁolicy.
Through thesc written reports on the organized study, U. S. Policy
officials should be able to dcfelop the boundarics of the U. S.
position in conforence with the rcprcsontativcs.of othcr powers

and ultimately detcrmine what practical and feasible stand the

U. S, can take,

It should be cmphasized that these so-callod Tochnical Industrial

Disarmament Projeccts are pointed squarcly at the problem of sccurity from

Gorman aggression, pinpointed in the President's letter. They arc not con-

cerncd with othor quostions such as how and why industrics should be built

up or repaired for rchabilitation and other purposcs.
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These study projects, all of which are now approachiné.compleﬁion,
have been conductcd in a varicty of ways. Cargful cooperative arrangements
were worked out with a number of departments and agencics of the Government,
including Statc, War, Navy, 0SS, Commcrce, WPB,  Intcrior who have cspecially
traincd industrial porsonnzl ard in somc cascs morc specializcd agencies
such as OSRD and the Federal Power Commission, Pursuant to these work-
ing arrangcments various agencics designated individuals to serve on inter-
ageney working groups which werc charged by the FEA with responsibility for
naking a study and submitting report on a particular projoct. This nethod
was particularly uéed in dealing with the induétrial projécts where various
types of cxpertisc were rcquired for thorough treatment including a kn&ﬁ;
lodge of the industry in question, its technical proccsscs,.its methods
of public control as cxcmplificd in thc;ﬁPB.typc of limitation, its role
in foreign tradc, ncthods of production‘and distribution, ctc.. In soﬁe
cascs outside consultants worc cnlisted by the FEA or one of the partici;
pating agencios becausc of a special technieal background for contributing
to thc particular study projecct.

In other cascs, such as projccté 1, 2, 34 4, and iB,Ithc ﬁrojcct
was delcgated to one or two agenciecs for study and prcpération of a rcport
because of the peculiar aptitude of the ageney in question to dcal with
the projcct, In dealing with_certain other p;qjccts, pariicularly of tho
strictly cconomic character, the FEA has attempted to handle the projeect
exclusively with its owm 'personncl, lcaving it up to them to scck informally
advicc and assistance from other agoncics.-

In other words, the FEA_Encmy Branch,‘acting as a “cqordinating work
shop" has sought to cngage;apd.gnlistvthe best qualified cxperts aﬁailabl;
to the. government, regardloss_of currcent departmental or agcncy‘éffiliation.
I wish to offor for thc rccord an exhibit deseribing jugt how oﬁch préjoct
is being handled, together with a list of the personnel.constituting the

inter-agency committee, wherever that deviee has been employed (sec cxhibit 1),



Let me add that the 1aunc£ihg and conduct of this intersagency project
by the FEA 5&3 rocelved the fullost codperation from the other participatingl.
agencies. It is a striking example of the proposition that ability in vare |
ious corncrs of the governrent can be assembled, organized, and put to con-
structive work without friction and jurisdictional‘diapU£e.fuIt would have
been inpossible for us to pull togethcr an cquivalent group of cxperts in a
single agency.

Lest there be any confusion or concern about the status of the reports
of"tho various working groups whom we have sought to enlist in this offort,

I wish to cmphasize certain points,

All of thesc 29 project roports, when completed, will be submitted to
the FEA Encny Branch as a rcport of the individuals who serve on the con-
mittee or prepared the report, speaking from their own knowledge and point
of view, rather than reflecting a policy or:fixed view of the agencics to
Which'thej are attached, These reports are being made to not by the FEA,

It has been constantl& emphasized and generally understood that the reports
are advisory and, rather than constituting adopted policy of any agency

or of the Executive Branch, that they arc being prepared for the edvicol
and infornation of officials responsible for the making of such policy.
They constitute the informed views and judgments of many of the best experts
&vailéble to the government organized and assembled in an orderly manncr.

We have been carcful in the handling of.these projects to refer questions
to the type of personnel secmingly best equipped to deal with them, For
examplé, iﬁ doaiing with the industry projects we have sought to enlist,
through our agency and the WPB, the help of industrial technicians who have
a firm practical knowledge of the industry in question and of cxistipg WPB
neasurcs of limitation or control, that represent the principal body of
experience we have to go on-in this field, Similarly, in dealing with the

cartel question and inter-corporate relations between German concerns and
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concerns outside Gormany, we hovc confincd this topic (which cuts across
many of tho industrics in question) to e ginglc projoct, number 26, Thore
it is boing dealt with by our own ste”f with infornicd contacts with an
alrcady cxisting govornment Committee on Privatc lionopolics and Cartels
rather than tho Comuwittccs on particvlar industrics which ncturally included
personncl who had worked for or sere intorustod in compenics cngaged.in
international tradc and flnancc. ‘

We oxpeet all of thos» twenty-ninv ruporta to be comvlﬂfcd somotime

[

within the noxt thirty days. Thuy will bc subinicted for ;dvlcc end 1nforma-'
tion of intcrested U S OxfICl&lB w1thout ctrrylnﬁ on LﬂLlr fnec anj "EA

l, ‘ - . 2 ..
- SRICTESY It

cndorscuent or ILJuCtlﬂn of thb vicws statua thcr01n. Howvvvr, thu FEL will
undertake subscquently to vvaluatc anﬁ coordinrto thb coﬂciﬂ 1ons and
rccommendetions vithin thosc ruportq to¢uth;r Wlth ﬁéﬁy othurs workud out

by its oun steff into onc master rcpﬁrt'uhich th Lg.ncy Ulll submlt to

tho State Deportment cnd President with spocifie dotailod r‘cohmﬂndctlons
constituting a long-term srogriu: for Gerwcn ceonomic and industridl disarmﬁ-
mcnt. |

The Lnumy Brunch of th: rJA is presently onjege d in the PTUPLE ration

of such a progra¢ and w“ll bu;oru th SURAT 1s out, ccmplvto thut ohq

L APy R E SR L R S

of its tadk.‘ _

As 1 hsvv 1ndlcgtcd before, %ﬁ ulll bw for oth ezonexos to deteruiine
wnth thu YTA 'hbthur or not such ; progroi: is acc: ptsblu and should be
adoptud as lon«-turm U. S. policy in the ficld. Likewise, it will Bc %hé‘
cntirc rcsponsiblllty of others to ncgotiate and cxacute such a program,
assuming it is acceptablc to the r.sponsiblo pollcy offlci,ls in tho
cxccutiv: and logisletive Brﬂnchua. .

Bcforo pasalng this phasc of my st‘tumcnt I wisn to “Qph351zu mf
convictlon thrt only a bcglnnlng hrs boen ncde in at*vulopino the studics
and snulysis of this subjeect. Wc in the ¥EA who hrve duvoted morc man hours
to it than ulchhoru in th.: céuntry are inp vssed ¢nd appellod with “tho
vast anount of work th;t is yut to bo donb, pirticidlarly in the rorln of
the collection cnd appraiscl of v1uws, tho aJVClopmunt of sound cnd 1niormod
Judgments, and the wolding togother of en integrsted progrom,

Politics and tochnology arc .ver chenging. Vhet is offcetive todny

mey be outmoded tomorrow by & seiuntific or politiecal development, I

submit to you, thercfore, thet we cre only boginning to schiuve the first



point of thc program I outlined in the beginning of this scction of my
statcement, namcly, thce ﬁuvglopmont of ¢ knoiiledge end understanding of
the problem,

The Exceutive and Logislative Branches and; I might add, a large
cross=scction of tho general public nuet continuc to oduccte and indorn
themsleves on this subjeet if o arc to deal with it :ntellizently, not
only in thc initicl phasc of steking out thc.outlincs or thc »ncace machinery,
but in sceing to it in the ycers chead that that machincry is kept up-to-
date. Just es the German General St#ff in the lost wor studicd woys end
means of developing /n industricl »cor me.chinc, and o5 somc ycb unknown
German underground orgenizotion may cgain pursuc thot subjeet, so the
- peace loving nctions must utilizc their ﬁilitary, «conomic cid industricl
oxperts to diagnosc the plens of the cnciyy end outwit theii, An Allicd
Goneral Stoff for prescrving the .orld from uemmin cggrossion is jndis-
pensible,

Porhaps this sounds p.ssimistic. Ue would @1l prefer to think thot
whon the Peace Treaty is signed we cre done vita this dirty busincss of
policing o nation of sixty odd million pecoplc. Our efforts in that ficld
will heve to simplify and cbate citer ¢ period of occuption. Ho:cver,
our cxpericnce in FEA in tho lrst fow months in seratching the surface in
the study and development of this pfoblum persuacdes ne thet the peice of
the world requircs considerablce qrganizod governmecntzl cttention to the
coursc. of industrial and cconomic cdovolopment cnd operctions in Germany,
This will be truc ot least until goncrations of pecce from Gorcn cggress-
ion have domonstratod thot it is no longer nccesscry to kcoep open the
wotchful coye and maintain the neceossary sufvcillancc and control,

To this end it is our hope and purposc to continue to colleet facts and
information on this subjcet and 4 velop infbrnod Jjudgenients concerning
what can bc doncs Thus far, wé hzve tried to cxploit to the fullest the
infornotion availeble to us in this countfy, largely in ‘the expericnce
ond knowledge of our own *wer agencies cencerning the relationships of voarious
industricl processcs and ﬁotcntials to the business of war making and the
foagibility of their control. Nov that Gcrﬁany'has surfcndcrod and tho
opportunity for obtcining cuthentic on-thc ground inforiction frum Germany
itsclf is progentod, wo trust that it will be pousibl5 to obtain an cver

A



increoasing flow of cconomic informction and intclligonce from Germany
itself, - L

Of course, this is morc inportant in somc ficlds thon in others, A
machine tool is a maching tool whuther it is in Gomny or in the U. 5.

To ¢ cunsidcrhblo extent industricl procusscs in both countrics arc similear,
However, tic cre eble to 1 arn much in cortéin chenicel and mochanicel
ficlds concerning nou dovelopnonts in Germen tochnology nowr thaet the 1lid

is off., But, in certain othor arcas, hoving oxhousted the store of infor-
metion availeble in this country, it scems to us in the FEA thet dotermined
¢fforts must bo multiplicd to top the resources cweileble in Germany.

Ihis is particularly trus on tho gubjuct of Gernon gconcmic penetra-
tion of othcr countrics.  The renification of Gorman holdings cnd cecnonic
intcrests ouiside of Germany can be mogst fully deternined by investigations
on the ground. Likouisc, tho thorough speding up of the countluss business
rclatiohs vic the trade wgrocuent and cirtel routo can beceme reduced to
possession only by vigorous investigetion in G.rmcny. Similarly, o full
story of the vieys and mcens of which the Gurnang utilized cxports ond
inports to Hind other notions into depondeney upon Germeny can enly be
uncovorod by couplcete investigetion ot the center off the web, The story of
Gernan efforts te utilizc the ncutrel cnd othur countrics s oscape velves
end bascs for futurc cggrissiv. cnterpriscs can only be uncovercd by
topping the sourcc of this planning in Gernany.

Thercfeore, we stress the. iuiportance of adding, to tho offorts which
. have been going forward here in ‘ashington, very intensive offorts in
Gerneny itsclf on the part, not only of the Control Council, but of the
intorcstcd civilian cgeneics such s our eime A frce flow of inforuction
back hy which the suﬁ total of our inYoruation hurc ean bu considercbly
rofreshod with that obteined in the ficld is nocussnry if o cre to
keep on the top of this preblen and plan and ox.cute the nocossary diplo-
nctic measurcs with the countrics involved.

As indiccted proviously, this stoteomont will not cttempt to roeite
in dcteil the cfforts this government clrcady hes taken to deal with the
problcm of Gernany's ccononic besc for cggrossion as a result of the stu-
dics by FEA and other ageneics of tho naturc end oxtont of the problen,

Nor will it attoupt to deseribe the serics of conercte roconumendations end

conclusions un which we erc pruscntly working,
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Since thls governmnnt has undertaken to explore exten51vely'this problem,
a substantlal measure of agreegent on several important fundamantals has been
achleved. At Yalta an agreement was reached by the late President Roosevelt,
Prime #Minister Churchill, and Marshall Stalin whichfwgglpublished to the world
at 1afge. On the subject of disarmament and security this pledge of agreement

was reported as follows:

"Tt is our inflexible purpose to destroy German militarism and
Nazism and to ensure that Germany will never again be able to
disturb the peace of the worlds We are determined to disarm and
disband all German armed forces; break up for all time the Gernman
general staff that has repeatedly contribed the resurgence of
German militarismj remove or destroy all German military cquipment;
eliminate or control all German industry that could be used for
milidary production... and take in harmony such othcr measures in
Germany as may be necessary to the future peace and safety of the
world,: It is not our purpose to destroy thc people of Germany, but
only when Nazism and militarism have been extirpated will there be

_hope for a decent life for the Germans, and a place for them in the
comity of nations".

The Allied determination to disarm Gormany cconomically and industrially
was made by the thrca lcaders with full kn0wledpe of th pattern of‘German
hlstory from 1918 to 1945 - and specifically of the purtnurshlp hetween thc
German Genornl Staff, the major German industrialists and the hazis. They
knew that Germany had prepared for war'by a program of cconomic and industrial,
as well aélmilitary, armamenﬁ - and that to disarm her and kcép her disarmed,
eoonomic and_industrial measures and controls were required.

To implement this pledge the three Allics, with the addition .of France,
h;;e agried to and established an Allicd Control Council to occupyiccrmahﬁ
aﬁd exercise the power and authority necessary to carry out allied-objectives
regarding that country. A Répﬁrations Cormission has been established to
consider ways and means whereby reparations for damage can be obtained in some
measure, It is important to interject here that the tone of this agreéménf
on reparations and subsequent statements by our Executive and his Repafatfons
Commission quite properly have made it clear that we inten€ to utilize the
device of reparati;ns to carry out our security objectives, rather than'ﬁermit
the process to be utilized to maintain and restore a Germén.induétridl ;ﬁr'
potential. |

Without discussing the nature of the definite and detailed program, wéich
is in process of development to éarry out the Yalta agreement, several éeﬁef&l
observations secm appropriate at this time. ‘In my opinion, and the oﬁiﬁion of

Wy staff, economic security from future Gernman aggression must:
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(1) Take precedence ov other allied policies for the treatment
of Germany ’

If there is a conflict with other poliecies such as reparations or
the need of other countries for relief or rehabilitation, the policy
of preventing Germany from rebuilding and perpetuating a dynamic
power to make war must be considered primary.

(2) Be_thorough Tt must not be limited solely to the direct production
of implements of war, but must also take into account a treatment
of the general economic base for éggression, iﬁcluding those industries
that we have come to recognize as the basis for modern warfare,
The decisive factor in modern war is the industrial plant as a whole rather
thaﬁ those designed particulariy for the assembling of guns gnd explosives.
The application of the Yalta formula of elimination or control of these
various industrial segments must not be so striétly construed as to be

meaningless as in the case of the last treaty.

(3) Be._addressed to the gverwhelmiie: Gerian scononle doaingtion of Eurcpe,
through the abuse of foreign trade énd the utilization of a wide variety
of devices for economic penctration which rendered the remainder of
Europe relatively powerless to resist German aggression.

(41 Be lasting in concept and character. It serves no useful purpose

‘to enter upon a program that bravely restricts a defeated Germany in
1946 but expires into feeble and impractical ineffectiveness in 1956.I
or 1976, What we undertake now must be attuned to long range objectives,
This search for sccurity from German aggression is no short tern business.
The Germans are a capable and industrious people., More than likely
they will continue to be fired with the desire for revenge or to obtain
what they believe to be their rightful position of world dominance.
Given the resources and the opportunity to do so, they can rebuild
and reorganize their industrial war machine within a few short years
regardless of the extent of bombing or short term deprivation of
facilities through plant removals or construction, Cartels struck
asunder today may be restored by agreement tomorrow, German
industrial assets held abroad, although greatly reduced by repara-
~ tions, may be built up again within a decade, Therefore, any system
designed to limit the power and capacity of Germany to make war in

the future must be built and fashioned to last.



(5) Recognize the difference between a powerful war econory and a healthy

consumer economy. It by no means follows that international arrangements

designed to limit Germany's power and capéciﬁy to nake war need have the
result of permanently lowefing the standard of living of the German
people or of depriving them of opportunities to have an increasing measure
of gobhs and services. In the long run, the German people will'be'far

' better off when Germhh resources are being used in the interest of'ﬁigher
consuner standards of livins for the indi&idual Germans rather than to
build up an over-industrialized, self-sufficient war economy, desirned to
equip Germany to conquer the world. ..ore houses an’ less war plants won't
hurt the German people. Of course, fiernany is soilip to gzo throurh a
period of difficulty no natter what we do. Let us not nake the mistake

ileag 1&Jﬁdt¢LL€{fa‘ - : .

of considering that to bﬁafgcurlts measures we pronose wiien, in reality,
it is directly the result of Cernmany's aggression. The difficulties they
will encounter for the greater part will be the direct results of a war
they brought on thenselves. llence, our program for nreventing German
aggréssion shéuld no£ be postponed, deferred or modulated because of the

confusion of its results with the results of the war itself.

(6) 3Be developed and understood as a measure of secqgiﬁz“gnd'not as a device

s : . - ¥e . ey 4
for punishment and retribution. The issue of a soft vs. a hard peace

as it applies to a program for security is a false issue. This concern
with the appropriate treatment of Cermany's economic base for agQression
must be constantly distinquished from any desire for a soft or a hard
peace; it is and should be held by advocates of both tynes of neace. llor

is it a derivative of feelings of vengance. Indeed it has its origin in

an unemotional and scientific point of view, being responsive to the
simple common sense purpose of preventing those who have proven themséivas
lawless from rescquiring the unhindered power and canacity to forge new

weapons with which to nenace the world.

(7) Be achieved by a variety of means. A wise occupation policy, 3ncluding

affirmative industrial and economié controls is a {irst étep; Suitable
terms that.condition the return of séveresignty to a movernment selected
by the German people is a second measure. Appropriafe internatiﬁnal
arrangements of long term nature providing specific machinery for nain-
taining security from German aggression after actual cccuration is the

final and most significant stage in the process.



(8)

(9)

(10)

(11)

(12)
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Be flexible. Changing technology and new forms of industrial and economic
aétivi%y will call for a procésapgf cohsiderable adaptation 6f this pro-
gram. As a nation we have watched with increasing interest andlconqern'
the emergence of fu;l—fledéed economic warfare, the competition of varying
types of industrial mobilization, and the rise of new and fearful tech-
nologies. To perfect and mass produce deadly weapons, such as a more
powerful explosive, a faster plane, a rohot bonb, an atom smashing device,
or a bettef tank, may condition a victory or defeat. The ability to do
so may prompt an aggression as much as the ability to assemble and train
an army. The perfection of processes for the manufacture of synthetic
0il and rubber in Germany in 1926 and the unfettered trend of her heavy
industry toward over-expansive development in the nincteen twenties and
thirties were sure harbingers of war. Any pron;an nust be canable of
adaptation to meet these changes; :

Be realistic. A league that offered only protection agaiist a German

aggression once begun and backed up by a huge war notential was an
idealistic symbol rather than a practical force. Once the “ower and

capacity to wage war is built up in Germany, it will constitute an
explesive force. It invites thiese threatened by a resurgent Germany -
to attempt to play it eff against targets other than themselves or to -

conjoin themselves to it rather than resist it.

Be possessed of a maximum of administrative feasibility and simmlicity.

Complicated and detailed controls may be practical durinc the neriod
of occupation. .Iventually, however, a long term program nust be designed
with an eye for administrative simplicity.

Be simple and understandable for the cormon people of the world.: If the

<anclusions of such a program can be sumarized on a single shect of paner
and become the household property of the people and accepted by then as -
necessary, a base for the powerful and vigilant public opinion which is-
necessary to such a program will not be lacking.

Be spelled out in detailed particulars. _General conclusions are useful

to educate and inform public opinion. They must be translated, however,’
into specific orders, decrees or instruments of uncéerstandinge,. if thoy

are to be lasting and enforceable and subject to changes reguired by how

conditions, '



(13)

(14)
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Be the S;pri_r_.;'aboard of a peaceful industrial and agricultural

future for Germany. Such a program of' economic and industrial

disarmament, effective for the security purpose, can become
the means by which the German econory is reoriented to provide
for the consumer standards of the people rather than the

war madness of the leaders.

Be consistent with the ambition of Europe to regain a desirable

- — ——

economic and industrial cdevelopment. A program for German

econoric and industrial disarmament, properly conceived and
executed, can be a first step towards the industrial develop-
ment of the remainder of Europe in the direction of a balanced
economic structure that will prevent exploitation and cominance
by an overpowering Germany.

In its larger aspect, the problem of the economic and industrial

disarmament of Gerrany is part of the econoric reconstruction program

facing the world., All of us must Bet used to living in peace instead

of in war or under threat of war. The United States must work with the

other Urited Nations to achieve increased prosperity for itself and its

Allies, But neither the United States nor its Allies can afiord to

do this unless Germany is effectivcly disarmed, and lept disarmed.

Then, and only then, can we relax our present emphasis on military

strength and our ability to protect ovrselves, Then, andsonly then,

can we look forward to peace, prosper:ty and life, and forget about

war, destruction, and death.



. EXHIBIT _§.

TECHNICAL INDUSTRIAL DISARMAMENT STUDIES

A short time before the Yalta conference at which
President Roosevelt, Prime Minister Churchill and Marshall Stalin
pledged their respective nations to "eliminate or control all German
industry that could be used for mildtary production", the Director
of the Enemy Branch of the Foreign Economic Administration set up
a number of separate study projects, dealing with some of the most
important German economic and industrial disarmement problems. Each
of the studies is being made by a group of the most competent and
best informed men in the Government, particularly trained to deal
with certain specific problems of production, industry and economics.
The majority of these studies have been undertaken by inter-agency

working groups whose members have been provided through the cooperation

of other government agencies. The balance of the projects are being
coordinated within FEA or by a particularly selected agency.

Each of the-completed Technical Industrial Disarmament
Studies will be submitted to the Director of the Enemy Branch. They
will be reports of an advisory character rather than reports having
the status of approved policy documents. They are reports to the
FEA rather than by the FEA, They will constitute the views of the
individual signatories rather than the agencies to which they are
accredited. As such they will be made availahble by the FEA to all
U. S. officials responsible in this field. Thus, through these TID
reports, the FEA and other interested agencies will have the benefit
of expert advice from industrial and economic specialists in the
Government pursuant to an organized and systematic work project.

The 1lists appearing on the following pages (along with a
table of contents) show the Technical Industrial Disarmament Studies
which are now being made, the persons making cach study, and the
Government agency by which each such person is employ=d.. It will
be noted that no nrojects have been set up for numbers 28 and 29.
These numbers have been left open for possible additional general
economic studies on Germany of the same type as projects 20 through
27,
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TECHNICAL_ INDUSTRIAL DISARMAMENT STUDIES

22,
23.
2£o
25.
26,
27.

30.
31.

TABLE OF CONTENTS

Armament and Munitions
Aircraft

ScientificzResearch

Secret Weapons

Light Metals

Petroleum

Rubber

Electronics

Bearings

Common Components

Machine Tools

Automotive

Shipbuilding and Shipping
Machinery '

Ferrous Metals

Chemicals

Solid Fuels

Power .

Nonferroud Metals

Foreign Trade Controls
Allied Disarmament Commission
Territorial Sevparation
Agriculture

Development of Safe Industries
External Economic Security
International Cartels
Combined with Project No. 20

Forest Products
Scientific Equipment




COOPERATING AGENCIES

Letter of Invitation Liaison
Addressed to Representative
Department of Commerce Mr, Wayne C, Taylor Dr. Frank A, Waring
Department of the Interior Hon, Harold Ickes lir, Stephen Raushenbush
Department of the Navy Hon, James Forrestal Admiral T. D. Ruddock
Office of Scientifie Re-
search and Developuent Dr, Vannevar Bush Dr, Lyman Chalkley
Office of Strategic
Services Dr, William L, Langer Mr, Sherman Kent
Department of State Mr, Emile Degpres Mr, John C, de Wilde
War Department Hon, Henry Stimson Maj. Gen, K., B, Wolfe
War Production Board Mr, J. 4. Krug Mr, William Batt
War Shipping Administration Vice Adm. E, S, Land Vice Adm. H. L. Vickery

OTHER AGENCIES CONTRIBUTING FERSONNEL

Department of Agpiculture

Bureau of the Budget

Federal Power Commission

Department of Justice

Office of War Mobilization and Reconversion
U, S, Tariff Commission

Department of the Treasury



TECHNICAL INDUSTRIAL DISARMAMENT COMMITTER
TO STUDY THE TREATWENT OF
GERMAN PRODUCTION OF ARMEWMENTS, MUNITIONS®' AND IwPLEMENTS OF WaR

" PROTECT NO. 1

TECHNICAL INDUSTRIAL DISARMEMENT COlMITTEE

TO STUDY THE TREATMENT OF = !
THE GERMAN ATRCRAFT INDUSTRY

FROJECT NO, 2
TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THE ‘TREATMENT .OF ,
GERMAN ENGINEERING AND RESEARCH IN THE "SECRET WEAPON" FIELD

FROJECT NO, 4 L

These Projects are being handled by the Army-Nevy Ad Hoc
Interdepartmental Committee for FEA Projects
Members of the Committee are:
Rear Admiral T, D. Ruddock, USN = °
Major General K, B. Wolfe, USA

Brig. Gen, H. C, Minton, GSC'
Captain B. G. Leighton, USIR, Retire@
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Executive Officqra:

Capt. A. M. Hartman
Lt. F, D, McAlister, USNR
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TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THE TREATMENT OF
GERMAN RESEARCH RELATED TO
ARMAMENT, MUNITIONS, AND IMPLEMENTS CF TAR

PROJECT NO. 3

This project was delegated to the Office of Scientific
Research and Development which invited certain members of the
National Acadeny of Sciences to serve on the Cormittee. They
include:

Dr. Roger Adams, Chairman

Dr. R, 7. King, Secretary

Dr, O.,E. Buckley

Dr, George O, Curme, Jr.
Dr. Hugh Dryden

Dr, Ross G, Harrison
Dr. Zay Jeffries

Dr., V. K, Lewis

Mrs, Helen Hill Miller
Foreign Econonic Administration
Liaison Officer



TECHNICAL INDUSTRIAL DISARMAMENT COLMITTEE
TO STUDY THE TREATMENT OF THE
GERMAN LIGHT METALS INDUSTRIES

PROJECT NO. 5 -
lir. Arthur Bunker Foreign Econcmic Administration
Chairman Consultant
s PRl 0y o - Combincd Production and - * '
Viece Chairman Bescurccs Beard
fir, Thomas Covel War Producticn Board

Deputy Directer, Aluminum and
Magnesium Divisicn

Miss Dorothy C r Combined Producticn Rescurces Board
5 Bartiyr g Aluminum and Magnesium Consultant

ft. Comdr. -Js Hae Navy Department
R B TR Head, llaterials Branch, Bureau cf Aercnautics

1%, Isaish Frank - Office of Strategic Services ]
Acting Chief, Industry and Trade Secticn
Research and Analysis Branch

M. Leo Grant Foreign Econemic Administration
Censultant
Mr. Arthur P, Hall Foreign Economic Administration
. , Censultant
Mr,.T. E. Hancock War Preduction Beard
Gerungel Attorney for the Aluminum and

l'ngnesium Division

Mr. Walter. A. Janssen Department of Commerce
Chief, lctals and lMinerals Unit

Lt,.Col, N, '0s Kraft . War Department
Chief, Aluminum and Magnesium Section
Army Service Forces

Mr. Samuel, Lipkowitz State Department
Chief, Minerals Section, Commecdities Diivision

Mr, Arthur ‘B. Menefee Wlar Production Board
Chief, Bauxite Section

Mr. Thomas Miller Department of the Intericr
Assistant Chief, Economics and
Statistics Braneh
Bureau of Mines
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Project 5 (Cont'd)

Mr. Louis C. Raymond Tariff~Commission

Cormodity Specialist, Metals Division
Butler, Albort Far Producticn Board '
Exceutive Officer Executive Assistant te the Viee Chairman

for Metals and llinerals

Wichser, M, J. Foreign Economic Administraticn
Executive Sccrctary
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TECHNICAL INDUSTRIAL DIS/RMAMENT COMMITTEE
TO STUDY THE TRE..TMENT OF THE
GERMAN OIL AND PETROLEUM INDUSTRY

PROJECT NO, 6

Mr. Ralph K. Davies
Chairman
Rear Admiral A, F. Carter, USNR

Brigadier Genernl H, L. DPeckham

Mr. Charles Rayner
Colonel Jay L, Taylor
(Altornate)

Mr, Brandon H. Grove

Excecutive Officer

Mrs. Miralotte Ickes
Executive Secretary

Deputy Petrolcum Administrator
for Var 2
Army~Navy Petroleum Board

Fuels and Lubricants Division
Ular Department

State Department

Vlar Department

Forcign Economic Administration
Asst. Chief, Petrolecum Division

Forecign Egonomic Administration
Analyst




TECHNICAL INDUSTRIAL DISARMAMLCNT COMMITTEE
TO STUDY THF TREATMENT OF THE
GERMAN RUBEER AND RUBBER PRODUCTS INDUSER¥

Mr. Lucius D, Tompkins
Chairman
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Mr. E. B. Babcock

Mr. Goldcn.ﬁ.-Bell

Mr. John Collyer

Mr, Joscph N, DuBarry, IV

Dr, E. R, Gilliland
(Alternate)

Mr, Robert A, Gomdon
(Altcrnato)

Capt. Henry E, Haxo, Jr.
(Altcrnatc{

Mr, Evcrctt G, Holt

Lt. Comdr. H, ¥, Julian

kr, Thomas J. Lynch

lfr, Shcldon P, Thacher
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Mr. Valtor Enmcry
Exccutive Officer

Miss Mildrod Zahn
Exceutive Scerctary

PROJECT NO, 7

Office of Tar Mobilization and
Reconversion
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Combined Production Recsources Board
Consultant

™ar Production Board
Assistant General Counsel

Mar Production Board
Diregtor, Rubber Programs

State Department
Commodity Specialist

Offict of Sciemtific Research
and Development 3 :

Combinod Rew Matcrials Board

War Department
- Production Division
Headquarters, ASF

Dcpartment of Commerce
Rubber Analyst

Navy Dcpartment

Treasury Department
Assistant General Counscl

Tar Dopartment
Consultant

Forcign Economic Adninistration
Consultant

Forcign Economic Administration
Analyst
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TRCHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THGL TREATMENT OF THE
GERMAN FIECTRONICS EQUIPMENT INDUSTRY

lr, Ray C, Ellis
Chairman

PROJECT NO, 8

Foreign Economic Administration
Consultant
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Mr. Louis J, Chatten
Gﬂpt. Fo C. Lﬁ}'nc

Capt. Gilbert B, Myers

Brig. Gen, T. C, Rives

Mr. Jamcs M, Korbey
Executive Officer

Mrs. Elizabeth Hawkins
Exccutive Sccrctary

-7-

. Office of Scientific

Rescarch and Development

War Production Board

Dircctor, Radio and Radar Division

Navy Dcpartment
Chicf, Elecctronics Division

Navy Departmontl
Secrectary of Joint
Communications Board

Army Air Forces

Foreign Econonic Administration
Consultant

Forcign Economic Administration
Analyst



TECHNICAL INDUSTRIZL DIBARMAMENT COMMITTEE
TO STUDY THE TREATMENT OF THE .
GERMAN ANTI-FRICTION BEARING INDUSTRY

Mr, Stanlcy M, Coopor
Chairman

lir, Albort E. Fawloy
Viece Chairman

Lt, Comdr. Preston Gaddis
(Altcrnate)

Mri Aldon B, Gomez

Brig. Gen F. M, Hopkins

Mr. Claude C, Ostrom
Lt. H. F. Venncman

It. Col. Ralph M. Wood
(Altornato)

Mr. Lostor G.Ihﬁkins
Exceutive Officer

Miss Louisc Faton
Exceutive Scerctary

PROJECT NO, 9

———————

Foroign Economic Administration
Consultant

Forcign Economic Administration
Consultant, dctailed from
Tar Production Board
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Navy Departmont

Assistant to Assistant Director
of Production

Burcau of Ordnance

War Production Board
Legal Counscl, Tools Division

War Department
Chicf, Resources Division, AC/AS
Matcrials and Scrvicos

War Production Board

Assistant Dircctor, Tools Division:

Navy Dcpartment
Machine Tools Scction

War Dopartment .
Rosourccs Division, AC/AS
Matcrials and Services
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Forcign Economic Administration
Analyst

Forcign Economic Administration
Lnalyst



 TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO. STUDY THE TREATMENT OF THE
GERMAN COMmMON COMPONENTS INDUSTRIES

Mr. Michsel J. Deutch
Chairman

PROJECT NO. 10

War Production Board
Specisl Assistant to the Chairman

Mr. James J. Farriss

Mr. W. M. Haile

Mr. V. 5. Kolesnikotf
Dr. Heinrich Kronstein
Lt. Comdr. H. D. murray

Mr. Williem H. Myer

Mr. J. W. Quld
Counsel

Mr. Virgil Tobin

Col; G.‘D. ﬁoods

State Department
Assistant advisor, Commodities Div.

. War Production Board

Director, General Inaustrisl
Eguipment Division

Buresu ot the Budget
Chief Economist

Department of Justice
Special attorney

Havy Department
HExecutive Officer, Production Div.

Department of Commerce
Chief, Muachinery and motive
Products Unit

War Production Board
Counsel, Generzl Industrial
Equipment Division

Combined Production Resources Board
Program Officer

Wer Depsrtment
hsst. Director for Production Service
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Mr. Lester G. Huwkins
Executive Officor

Miss M. J. Wichser
Executive Secretary

Foreign Economic Admiristration
fnelyst

Foreign kconomic Administration



TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THE TREATMENT OF THE
' GERMAN MACHINE TOQL INDUSTRY

PROJECT NC, 11

Mr, Mason Britton Foreign Economic Administration
Chairman Consultant
Mr. George Adams State Department

Economist, Division of Territorial Studies

Mr. William L, Beck Department of Commerce
Asst, Chief, Machinery Unit, Bureau of

Foreign & Domestic Commerce

Lt. William Bray Office of Strategic Services
Economist
Mr, John S, Chafee Tar rroduction Board

Director, Tools Division, Equipment Bureau

Cdr. E. A, Ewing Navy Department
Chicf, Machinec Tools Section

Mr, Frederick Geier, Foreign Economic Administration
Technical Consultant

Mr. Aldon B, Gomez - War Troduction Board
Legal Counsel, Tools Division

Lt. Col, . L. Houser Tar Department
Chief, Equinment Branch, ASF Production Div,

Brig. Gen. H. F. Safford  Var Department
g ¢ Chief, Production Service Division
Office, Chief of Ordnance
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Hr, Franz T. Stone Foreign Economic /dministration
Fxceutive Officer ‘ Consultant, detailed from

War rroduction Board
Miss Louisc Eaton, - Foreign Economic Administration

Exccutive Secretary Inalyst

-10-



TEGHNIGAL INDUSTRIRL DISARMEAMENT COMMITTEE
TO STUDY THE TREATMENT OF THE
GERMAN AUTOMOTIVE INDUSTRY

PROJECT NO, 12

Foreign Economic /Administration
Consultant

- e Em o e e gy B E R e o M e e o e e = o e O o = e e

Office of Strategic Services
Economist

Mr. Courtney Johnson
Chairman

Lt, William Bray

War ’roduction Board
Divisional Counsel, Automotive Division

Equipment Bureau

Mr. John P. Brown

Foreign Economic Administration

Mr, James Cone
Consultant

Brig. Gen. A.R. Glancy, (retired) Combined Production Resources Board
Consultant

Lt., Cdr. E. E. Krogstad Navy Devartment
Burcau of Yards & Docks

Transportation Subsection Head

Mr. I'rancis F, Lincoln State Department

Economist, Division of Territorial Studies
Mr., Oscar . rearson Forcign Economic .\dministration
Consultant

Mr. R. I. Roberge Foreign Econdmic Administration

Consultant

Lt. Col. H.Y. Valentine flar Devartment

(Alternate) Chief, Transport & Automotive Branch
roduction Division, Hq, ASF

Col. G. V. Thite. War Department

Office, Chief of Ordnance

Foreign Economic Administration
Consultant

Foreign Economic Administnation
Gonsultant

lir, Carl Tlynne
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Mr, Charles Il. Tleaver
Exocutive Officer

Miss Peggy Garrison Forcign Economic fdministration

Excecutive Sccretary
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TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
- TO STUDY THE. TREATMENT OF THE
GERMAN SHIPBUILDING INDUSTRY

PROJECT NO, 13.

This project has been delegated to the War Shipping Adminis-
tration to be dealt with by
Vice Adniral FEmory S. Land TMar Shipping Administrator
Chairman, Maritime Commission

Vice Adniral H. L, Vickery Deputy War Shipping Administrator
Vice Chairman, Maritime Commission
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TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
-TO STUDY THE TREATMENT OF THE AGGREGATE CF THE
‘ GERMAN MACHINERY INDUSTRIES

PROJECT NO. 14

This Project is being handled by a Foreign Econonic Adninis-
tration Drafting Committee.
Mr., Albert C, Shire
Chairman
Mr, H. C. Cassell

Mr, John Ehrhardt
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Mr, John F, Coneybear
Executive Officer
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TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE

. TO STUDY THE TREATMENT OF THE
- GERMAN"FERBOUS™ METALS INDUSTRIES

PROJECT NO. 15

Mr, Hiland G. Batcheller
Chairman

Mr. Leon Goldenberg
Executive Officer

Mrs. Alice Nagel
Executive Secrctary

TRON & STFEL SUBCOMMITTEE

Mr, Norman ¥, Foy
Chairman

Lt, Comdr. Roger S, Ahlbrandt

Lt. Isaiah Frank

Col, Thomas Galbreath

Mr, Sidney D. Merlin

Mr, C. E, Nighman

lr, Peter M. Rouzitsky

Dr, Malter S. Tower

FERRO-ALLOYS SUBCOMMITTEE

Dr, A. B. Kinzel
Chairman

Tar Production Board
Chief of Operations

Foreign Economic Administration
Acting Chief, Basic Industries

Foreign Econonic Administration
Analyst

Tar Production Board
Consultant

Navy Department

0ffice of Strategic Services
Industry & Trade Section

Office of Chief of Ordnance
Tar Departrnent

Departnent of State
Division of Cormercial Policy

Interior Department
Bureau of Mines

Combined Production Resources Boarc

Foreign Econonic Adninistration
Consultant

Consultant



FERRO~-ALLQOYS SUBCOMMITTEE (CONTINQED)

Mr, Charles E, Adans
Lt. Comdr. Roger S. Ahlbrandt:

Col, John Frye
Mr. Edwin K. Jenckes
Mr, Carl M, Loeb, Jr.

Dr, Paul D, Merica
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PROJECT NO, 15 (Continued)

Combined Production Resources Board
Navy Department

"lar Department
Office of Chief of Ordnance

Interior Department
Bureau of Mines

Foreign Econonic Administration
Consultant

Foreign Econonic Administration
Consultant



TECHNICAL INDUSTRIAL DISARMAMENT COMMTTTER
TO STUDY THE TREATMENT OF THE
GERMAN CHEMICAL INDUSTRIES

'PROJECT NO. 16

Col, Frederick Pope _ Office of ™ar Mobilization and
Chairman : Reconversion
Dr. D. P, Morgan War Production Board
(Acting Chairman) Director, Chemicals Bureau
Mr, John VI, Barnet Department of State

Minerals Specialist, Commodities Divisic
Lt. Comdr, R. B, Colgate Navy Department

Chief, Chemicals Section

Office of Procurement and Material
Mr. C. C. Concannon Department of Commerce

Chief, Chemical Unit,

Bureau of Foreign and Domestic Cormerce
Mr. Jo. Forsyth Glenn Var Production Board

Counsel, Chenmicals Bureau
Mr, Thomas S. Nichols Tlar Production Board

Principal Consultant
Mr, Oliver Ralston Departrnent of Interior

Assigtant Chief

Metallurgical Branch
Lt., Col, W, F. Sterling Tar Department

Chief, Comnodities Branch

Production Division

Headquarters’ LSF
Mr., Martin T, Bennett Foreign Economic Administration
Executive Officer = Chief, Industry Division
Mrs, Thelma Lewis Foreign Economic Administration
Executive Secretary Editor
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TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THE TREATMENT OF THE
GERMAN COAL INDUSTRY

PROJECT NO, 17

lir. Charles J. Potter " Interior Department

Chairman - Doputy Solid Fucls Administrator
Mr, George Lamb 2 Dopartment of Interior

Vice Chairman _ . Assistant Dircctor, Burcau of Mines
Mr. Ralph Bowcn State Dcpartmont

Country Economics Specialist
Division of Commecrecial Policy

Lt. R. S. Hauck Navy Dopartment
Lt. Col. C. Rs Mabley Wiar Dcpartment

Chicf, Solid Fucls Branch
Officc of Quartormaster General

Mr. Arthur Notman Foreign Economic Administration
' : Technical Consultant

Mr, Sam Schurr Egg%%%ig% Strategic Scrvices

Mr. R, M, Weidcnhammer Department of Commerce

-Assistant Chicf, Mctals & Mincrals Unit
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Mr. Antonio Villa Forecign Economic Administration
Exccutive Officor Planning Staff

Mrs. Phenqla”Carzall Forcign Economic Administration
Exccutivo Scerctary Analyst
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Mr,

TECHNICAL INDUSTRIAL DISARMAMENT COMMITTEE
TO STUDY THE TREATMENT OF THE
GERMAN ELECTRIC POWER INDUSTRY

FROJECT NO, 18

Edward Falck

Chairman

War Production Board
Director, Office of War Utilitics

Lt.

Dr.

Mr,

Mr.

Curtis E. Calder
C. Girard Davidson
Samuel Ferguson
Arthur Goldschmidt

Col. Preston E, James
Herschel ¥, Jones

Basil Manly

Daniel V, McNamee, USNR
Herbert S. Marks
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EXHIBIT 8

Supplement

For the information of the Committee, there are added below notes con-
cerning the principal public and private affiliations of the TIDC Project
Chairmen designated by FLA and those Technical Consultants brought in by

the FFA to advise with the TID Committees,

Any further information cone

cerning the individuals designated by the participating agencies can be
secured from those agencies,

Individual

Ir, Hiland G, Batcheller,
Chairman, Project No,
15, Ferrous lietals

Ir, Arthur Bunker,
Chairman, Project No,
5, Light Metals

)r. Arthur Burns, FEA Mem-
ber, Projects Nog, 20 &
27, Foreign Trade Controls

Ir, Stanley M., Cooper,
Chairman, Project No., 9,
Bearings

Ir, James Cope, FEA Member,
Project No, 12, Automo~
tive

fr. Ralph K, Davies,
Chairman, Project No, 6,
Petroleum :

Ir, Michael J, Deutch,
Chairman Project No,10,
Common Components °

Ir. Ray C, Ellis, Chairman,
Project No, 8, Electronics

Ir. Edward Falck, Chairman
Project No, 18, Power

ir, 4lbert E, Fawley,
Vice Chairman, Project

No., 9, Bearings

Agency and Title
WPB, Chief of Operations

FEA Consultant

FEA Consultant

FEA Consultant

FEA Consultant

Deputy Petroleum Adminis-
trator for Var

. Principal Present
Affiliation Outside
Federal Government

President, Allegheny-
Ludlum Steel Corp.,
Pittsburgh, Pa.

Executive Vice President.
The Lehman Corperation,

Professor of Economics,
Columbia University,
New York, N.Y.

Executive Vice President,
Fafnir Bearings Co.,
New Britain, Conn,

Assistant to President,
Chrysler Corporation,
Detroit, Mich.

Formerly Vice President,
Standard 0il of Califor-
nia, San Francisco, Cal,

Regularly employed by VIPB as Special
Assistant to the Chairman

FE4 Consultant

Applied Physics Labora=
tory, Johns Hopkins
University, Silver
Springs, Md,

Regularly employéd by WPB as Director
of the Office of War Utilities

FEA Consultant,
Betailed from WFB

Manager, Detroit Office,
Marlin-Rockwell Corp.,
New York, N.Y, :



Exhiibit 8 Supplement continued
Individual

Mr. Sarmel Ferguson, FEA Member,
Project No, 18, Fowor

Mr, Howard Frank, Chairman, Frow-
Jjeet No.31, Scientific Equipment

Mr. Frederick Geier, FEA Member,
Project No, ll, Machlne Tools

Mr, Leo Grant, FEA Member , Pro=
ject No, 5, I.igh‘b Metals

Mr, Arthur Hall, FEA Member,
Project No, 5, Light Metals

Mr. Richard C, Harrison, Chairman,
Drafting Committee, Project No,
25, External Economic Security

Mr. Courtney Johnson, Clairman,
Froject No, 12, Lutomotive

Mr. Philip M, Kaiser, Chairman,
Drafting Committee, Froject No.
22, Territorial Separation

DI‘. Ao Be Kinzel_, Chairmn’ Pro-
ject’ No, 15, Ferrous lletals

Vice 4dmiral Emory S, Land, Co-
Chairman, Froject No, 13,
Shipbuilding and Shipping

Mr. Andrew Leith, FFA Member,

Projeet No, 19, Nen-ferrous
Metals

Mr, David Levitan, Chairman,
Drafting Committee, Project
No, 26, Imternational Cartels

Mr. 081"1 %ﬂ. LOGb, JI'., m MEm-

ﬁgltgfsrojoct No. 15, Ferrous

Mr. Donald Longman, Chairman,
Dyrafting Committee, Project
Yo, 24, Safe Industries

Prineipal Frese
Affiliation Outs:

Agency and Title Federal Governme:

FEA Consultant President, Hartford

tric Co., Hartford,

Regularly employed by WPB as |

tor of Safety & Technical Div:
FEA Consultant President, Cincinna-
ing Machine Co,, Ci
FEA Consultant The Dow Chemical Co
Midland, Michigan

Aluminum Co, of Ame:
Tlashington, D. C.

FEA Consultant

Regularly employed by FEA as (
of External Economic Security

FEA Consultant Vice President, Stw

Co., South Bend, Irx

Regularly employed by FEA as
Assistant Chief of Flanning S5
Enemy Branch

Vice President, Ele:
Melt, and Chief of I
Iaboratories, Union
& Carbide, New York

Regularly employed as War Shi)
Administrator and Chairman,
Maritime Commission

FEA Consultant

FEA Consultant Lavino Co,, Philade;

Pa,

Regularly employed by FEA as(
of Property Control Division,
Enemy Branch
FEA Consultant Vice President, Cli
Molybdenum Co,, New

Regularly employed by FEA as

of Consumer Economy Division,
Enemy Branch



it 8 continued
Individual

‘aul D, Merica
. Member, Project No. 15,
‘rous Metals

rthur Notman - -
Airman, Project No. 19,
ferrous Metals;

. Member, Project Ho. 17,
1d Fuels

lerbert Parisius

Airman, Drafting Committee,

joct No. 23, Agriculture

ohn C. Parker
Member, Project No. 18,
er -

scar P, Pearson
Member, Project No. 12,
omotive

Frederick Pope
irman, Project No. 16,
micals

asarles J. Potter
irman, Project No. 17,
id Fuels

. I. Roberge
Member, Project No. 12,
motive

-ancis M, Shields
Member, Project No. 31,
mtific Equipment

bert C. Shire
rman, Drafting Committee,
ect No. 14, Machinery

cius D, Tomplzins
rman, Project No. 7,
er

lter S. Tower
lember, Project No. 15
>us Metals

Ageney and Title
FEA Consultant

FEA Consultant

P

Principal Present
Affiliation Outside
Federal Government

Vice President, Inter-
national Nickel Co,,
New York, N. Y.

Consulting Engineef,
40 Tiall Street,.
New York, N. Y.

Regularly employed by FEA as
Director of the Office of Food
Programs, Bureau of Supplies

FEA Consultant

FEA Consultant

Office of Viar
Mobilization and
Reconversion

Deputy Solid Fuels
Administrator

FEA Consultant

FEA Consultant

Vice President,
Consolidated Edison Co,
New York, N. Y.

Manager, Statistical
Department, Automobile
Manufacturers' Assn.,
Detroit, Mich.

American Cyanamid Co.,
30 Rockefeller Plaza,
New York, N. Y.

Assistant to the Pres-
ident, Rochester and
Pittsburgh Coal Co.,
Indiana, Pa,

In Charge of Foreign
Operations, Ford Motor
Co., Dearborn, Mich,

Formerly regularly employed by WFPB as
Denuty Bureau Director of the Equip-

ment Division -

Regularly employed by FEA as Chief
Engineer, Engineering Service, Bureau

of Supplies
Office of War

Mobilization and
Reconversion

FEA Consultant

Vice President, U. S.
Rubber Co., New York,
Nl Yl

President, American
Iron and Steel Institute,
New York, Na Xe



Exhibit ‘8 continned

Individual

Viee Adm, H, L, Vickery
Co-Chairman, Project No., 13,
Shipbuilding and Shipping

Mr, Lyle F. Watts
Chairman, Project No., 30,
Forest Products

Mr, Clair Wilcox
Chairman, Project Nos,20,27,
Foreign Trade Controls

Mr, Carl Wynne
FEA Member, Project No. 124
Automotive

Principal Present
LA s Affiliation Outside
Agency and Title . _Federal Government

Regularly employed as Deputy "ar
Shipping Administrator and Vice.
Chairman, Maritime Commission

Regularly employed as Chief of Forest
Service, Department of Agriculture

Department of State, Professor of Economi
Consultant to the Office Swarthmore College,
of International Trade Swarthmore, Pa,
Policy

FEA Consultant Director of Exports,
Diamond T Motor Car
Co., Chicago, Ill.



ERRATA STATEMENT

1., Summary of Written Statement

The following errors require correction:

(a) P. 2, 3 rd. Paragraph, 4th Line: should reed "stock of installed
machine tools" instead of "installed stock of machine tools",

(b) P. 3, 3rd Paragraph, 9th and 1Cth line? ghould read "This
existence in Germany of the capacity to produce" instead of
"This existence in Germany to produce",

(¢) P. 3, 4th Paragraph, 1st Line: should read "German economy"
instead of "Germany econocmy".

(d) P, 3, 4th Paragraph, 4Ath Line: should read "a huge quantity
of manpover in an army far beyond her borders" instead of "a
huge country of manpower in an army beyond her boarders (sp.)".

(e) P, 4, 3rd Paragraph, 8th and 9th Lines: should read "The years
of working together in a highly organized fashion have created"
instead of "The years of working together in a highly organized
fashion which have created",

(f) P. 5, 4th Paragraph, 6th Line: should read "The surprising
course of Allied policy in upnolding" instead of "A surprising
course of Allied policy of upholding'.

2, Written Statement

The following errors require correction:

(a) P. 2, Sub-paragraph on Nitrogen, Line 2: the word "million"
is misspelled as "millin".

(b) P. 8, lst Paragraph, 3rd Line: the word "Roumania" is misspelled
"Romania.

(¢) P. 9, 5th Paragraph, 1st Line: the word "mortgages" is written
by mistake "mortgage".

(@) P. 10, Sub-paragraph (c), 2nd Line: the word "intermeshed" is
written by mistake as "intermashed".

(e) P. 16, 1lst Paragraph, next to last line: the word "cumbersome"

is misspelled.

(f) P. 19, 2nd Paragraph, 8th Line: the word "was" is misspelled
as "war'",

(g) P. 28, 5th Paragraph, 2nd and 3rd Lines: should read "It is
one of the main ingredients" instead of "It is the main ingredient".

(h) P. 29, 4th Line from the top of the page: the word "aerial"
is written as "serial" by mistake.

(i) P. 31, 2nd Paragraph, 3rd Line: the word "stiffle" is misspelled.

(;) P. 31, 3rd Paragraph, 4th Line: the word "reparations" should
be omitted.

(k) P. 31, 3rd Paragraph, 6th Line: the words "World Ver I" should
' be omitted.

(1) P. 47, Lines 12 and 13: should read "Let us not mske the mistake
of considering that to be the result of security measures" instead
of as written minus the words "the result of",





