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This study is Part Two, VI, of the series
GERIIAN IITLITARY GOVERNMENT OVER EUROPE
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I. The German Army in Occupied Europe
II. The SS and Police in Occupled Europe
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VII. Labor Controls in Occupied Zurope
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Part Three, The Cerman Occupation of Individual Regions
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I. The Netherlands
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Section Three. Appended Territories (llebenlinder)

I.
IT.
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Section Four, Satellits States

I ° Albani a
II, Denmark
ITI. Itay
IV. Slovakia
Ve Yugoslavia

Section Five. Incorporated Territories

I.
IT.

VYiestern Territories Incorporated in the Reich
Eastern Territories Incorporated in the Reich

1% RESTRICTED




:‘Ll

B.

Introduction.sseaes

20,03
RESTRICTED

ECONOMIC CONTROLS IN OCCUPIED EUROPE

TABLE OF CONTENTS

General Statement..cccecceye
The Economic Objectives of Germany in Occupied

LI L I B L L

8 88 0 80

CIRC I O N B A

The German Explanation of Economic Occupation

POliCies'..l..ll-..'l'."

LI B B A B

1

fil

COURBELG8S s0 5 pm s mesise s s & pe s wphes s.o9seme s 1
4

8

L I )

The Legal Basls and Forms of German Rul€ecscass

The Coordination of German ControlSicecssscsscese LO

Role of Supreme Reich AgencieSicescess
Pield O0ffices of Relich AgenciéS,ecececscecscssse 15
Military Administration AuthoritleSsecscecseee 21

® 8 8 " 8 s s 15

LI I ] 21

LI I O B B O ) 23

8, Cehtral AuthorlblesS.isessssssnenea
be. Agencies in Zone of QOperationSeccscesceeces 232
Cce Civil Affairs Chaim of Comiand...
de Transportation AuthoritlesS.iceccecssscccee 24
¢, The German Armistice CommlissioNeceescssees 27
fo Administrative PersonnNel.eccssesecccssssssss L8
4, Bolohskredl b8 0N sessrsinsienns s sssdcess b
Pirect Reonomlie ConEral . e s esemd s el e s
1. IntroduCtion...Ol.anoatotolll.ocoocl.o

2

4,

LI B B O B 52

Protectorate of Bohemia~MoravifG.icessessecsscess 0%

a.

€.
L.

e
b,
Cs
de
Ca
T,

.
b,
Ce

The: Basle TRNS vaivs v oeeieaan e’ sale

LI I B B B AN 34

The I‘fiethods Df control...l.ll.l...l.l.ll'l 35
German Agencies Operating in the Protector-

ate...

® 8 % & 2 08 BE AN

L B B

LI T I R I 36

Czech Autonomous AgenciceSecsssscssesssssses 7
Financial Control and ExploitatioNeeeces.. 38
Other lleans of Economlic ControlSisecsescecess 99
The General GovernmoNt.eccossescecsssese

4 808000 40

The Basic Principles of Organization...... 40
Relch Ag9n0163 ;o...t...ulto.l.t".""". 41
Agencies of the @General Governmentiseese.ees 41
Currency and Banking.eeeeesecccsoe
Industrial and Agricultural ControlS.sc.se. 43
Sequestration of Propertyeececcccscseccscecees 44
The Soviet TerritorieSiceess

General

PrincipleSecssss

LR AN BB B

LR O B O B

L O B B B 42

8 8 8 8 % 8B 45
PR I 45

Organization of Economic Administration... 47
Techniques of Exploibtationececsssces
(1) Agriculturecsesssss

(2) Industrye.s

(3) Financeeeescecesssss

(a)
(b)
(c)
(d)

(

CUrreneYeee e s

LI I I I B B

ReichskreditkassenNeeees s
Central Banka, ssseessiss
Gencral Banking...........------ 87

ploitationeceess

e " & 0 8 0 8 s 8 S

LI I B B 50
L I B 50

@ % 8 8 8 8 @ 8RR AR 53

ceeseses 0B
L .- L 56
"8 8 8 8 a8 56
LR B B 5‘7

(4) Foreign Trade and EXcha&ngCeeseescesss O8
5) PFinancial Control as a Means of Ex-

LI B I 59

Baliean o i et e ter e g khe aaleraUs el n e aini e ors 0 - G
Statement‘l..llﬁtlhoﬂic...

Qe
b,

General

Serbig...

o 151

L R O D I R D R L IR I

RESTRICTED




RESTRICTED

TABLE OF CONTENTS (continued)
Page

D. Indirect Economic Controlecscsccccacssccssessssees 67

le INtroductioNesssevessonsessonsonsssonissnssses OF
20 First Economic MeaSUPOS......-..-..a.-........ 70
3« Rcorganization of Native InstitutionsSeeecceeee 72
a8, Govermment ABCNCiESeesessessscsosssasssses 12
b. Corporative Organization of BusinessSess... 74
4, Organization of German AgencieS.ceecsccsescees 77
a. Economic Branches of the Territorial
_:‘Luthorityllll.....-............"..l.l. 77
b. Branches of Reich AgencieSecsscsvesccscese 178
ce Procurcment and Industrial Liailson Agencles 79
5. Exploitation of AgricultuUr€eecececcsscssccseses B8l
6. Exploitation of INdustryesscescecsecessccscsses 85
a. Control over the Distribution of Raw
T.'Iaterials'||¢..uoooo.c-oo.oo-0--.-0-0-'- 86
(1) Control AgontieB.csascesisssscescsane 86
(2) Integration of Distribution into Reich
Production PlaNScesecssssscesvsens B89
b. Industrial Production for the German Account9l
(1) The Objectives of Subcontractingess.. 91
(2) The Central Order OfficeS,eeececesees 24
(3) Technique of Purchasingeseecosesesees 97
(4) Role of German and Native Firms.:es... 99
¢, Direct Control of Industrial Enterprises.., 102
(1) Sponsorship of Industrial Enterprises 103
(2) German Trusteces and Commissionerse... 103
(3) Economic Penetration by German Firms, 104
(4) Germ&n-dominated CaPtOlS...-..-...... 107
Te PrIce CONETOLeosss s sooivinsspasemess e mmneieaes Ho9
80 Financial Controls.........-.o.......o....-... 113
a. CurPOHOYQ.Qoo-o--oocn.o.on--c.-tooloooloot 114
(l) ROiCh Currency..---....-.-o.......... 114
(2) Occupation CUurrencCyececescecessesscceee L1l5
(3) Military Transfer ChecKSeesseessvoeve 116
(4]  Carrteon MOoNBY seseees e sescamessssovese LET
(5) Native Currency.....................o 118
b- Foreign Trade and Exchange..--............ 119
(1) Technique of Controleescececseccscsss 119
Foreign Trade ControlS,cesscesosnssces 120
Gold and Foreign Exchang@essesssccess 121
Exchango RateSsesesesssscssssssecense 122
International Clearingesesecccsesesee 124
ransfer of SecuritieSseesccccccessse 125
e Credll InabltutlonS.sees s senmsicnn s seasoeee LoO
(l) Central BankSeesssessoosecssssocssnee 126
(2) Private Banking...-....--..--.--.--.. 129
(5) PPiV&te Insurance..............-..... 152
d. Public Financas......U.l.i.t......lI...... 154
e. Financial Controls as a lMeans of Iconomic
Exploltation, . s sa-sneeassecoasives ¢ soases SO0
9« Administration of Enemy Propertyeecceccscscesscee 139
8. Legal BRIT 045106 e e @eielead=nise s sive v adnemnm Lo
bl The PIdnminiStl,ator..itiO.l.l.l.'....ll...l. 141
ce Penetration of German BusinesSS.ecesccsesse 144
10, Controls over the Italian ECONOMYeeeccoecssses 14D
as PPinciples.-of Controleeesiesssseesesysseses L2
b, Exploitation of INdustrYeeesescesscnssosass 146
Ce Financial EXPIOitatiOnu.ooo-oo.o-ooo--'l" 148
11, Controls over Unoccupied French Territoriess.. 149

P P P — —
Gy U QA O

iv RESTRICTED




Appendix I.

Appendix II.

RESTRICTED
TABIE OF CONTENTS (continued)
Page

Organization of the Department for
Economics of the Military Commander in

Francc........l..‘.....‘....I...'.O...l‘ 152

Catalogue of German Agencies in France.. 154

h's TSTRICTED




2 0.
RESTRICTED

VI, ECONOMIC CONTROLS IN OCCUPIED EUROPE
A, INTRODUCTION
1, General Statement

The Germans employed direct or indirect methods to
control, direct, and exploit the economies of the countries
occupied by them before and during the war according to the
ultimate political objective of German occupation == namely,
whether the territory was expected to become a part or ap
appendix of the Greater German Reich, or whether it was to
be re-establishedafter the war as a (perhaps only nqminally)
independent state. The technigue employed by the Germans
to exploit occunied Soviet Hussian territories was typical
of the pattern of direct control, while German organization
of Vlestern Zurone typified the more indirect method.

2. The Economic Objectives of Germany in Occuvnied Countries

The objectives of German economic policy in occupied
countries can be summarized as follows:

FPirst, exploitation of natural resources; nroduction
facilities, and labor to boost the German war éffort and to
increase the standard of living of the German people,

Second, establishment of the German Reich and its
business in a position of dominance in the economic organiza-
tion and structure of the occupied country, for purposes
of both temporary exploitation and the securing for Germany
of permanent economic influence,

To achieve these basic objectives the German
authorities:

a)reorganized economic controls in the occupied countries
and transferred key nositions into German hands, or into hands
of quislingss;

b) assisted or prepaﬁed the penetration of German
industry and finance into the ownership and control of the

more important enterprises;

E. RESTRICTED
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¢) liguidated economic positions and participations
held by citizens of Allied countries;

d) tried to weaken permanently native industry and
finance, to destroy its economic independence, and to
" integrate it into a European economy dominated by Germany.

The objectives and methods of control set by the
Germans were of course not the same in all occunied countries,
Therc were differences from nation to nation in the ultimate
objecctive as well as particular technique applied, These
differences vere based not only on the political objectives
of the German occupation, but also on the economic and social
situation of the occupied country and the power of its
resistance forces., Summed up by types of %territories, the
Germen cconomic objectives were:

a) Tully to integrate incorporated Austrian,Czech,
Polish, French, and Belgian territory into the German economy,
and liquidate positions held by non-rcliable elements of the
population.

b) Similarly to integrate the non-incorporated
Protectorate of Bohemia-Moravia and the General Govcrnment
of Poland.

c) To transform the Eastern territories into colonies

of the Reich.

d) To exploit temnorarily occunied territories in
western and southeastern Europe in favor of the German war
economy while strengthening German positions there as much
as was considered compatible with the expleitation policy.

As the fortunes of war shifted, marked changes in
German poliicy occurred in several countries in the course
of the occuvation. For example, when the German master
plan of a short war was upnsct by the British and Russian
recsistance, the often indiscriminate taking of booty in
the "'estern countries was supplsnted by a policy of industrial
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exploitation. Contracts were given out for armament and other
goods to be manufactured for the German account by native
factorics. This policy was to a certain extent again

reversed when extensive mobilization of German workers made

it imperative to conscrint more foreign labor for work in
Germany and thus prevent the closing down of German factories,

There is ample evidence to show that the economic
exploitation of occupied countries was not directed exclusively
to further the German war effort and to raise the standard of
living of the German people in general. Members: of the Nazi
Party and of affiliatcd organizations, officers and other
members of tho Germcn armed forces, and officials of German
government agencies and of organizations charged withofficial
functions, as well as German businessmen, enriched them=-

.selves nersonally when acting on behalf and in the name of
fhe.écrman Reich in occupied countries, and glve their friends
élso an opvortunity to share in the spoils of conquest,

This nrocedurc was not only tolerated by the German
Go&ernmcnt but at first constituted part of its onrogram of
exploitation., German business organizatiohs and firms, which i
were given an important role in the control of production i
and distribution in occupied territories,had the possibility
of acquirinz goods, sharcs, and c¢ven plants at cheap prices,
of coaiverting inflated marks into merchandise and capital
participations, and of employing forcign labor under con=-
ditions often rcsembling slavery. German business, more-
over, wos promised post-war opportunities of expanding
into the industry and commerce of western European countries,
throvugh the assumption of Allied nroperty, and through the
eqquisition of industrial cnterprises in the conquered

eastern territories. German soldiers werc promised land

settlement in the East.
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The cxtent of this organized looting by German
officials is reflected in an order of the Reich Minister
for Armaments and War Production, Albert Speer, issued on
12 Deccmber 1944 under number E, 1872/45:1/ "Party, Army,
and Government departments have in the last years acquired
in“legal or illegal ways, particularly in occupicd territory,
stocks of goods in various quantities and have disposcd
of them against payment or otherwise to persons or groups
of persons of their close acquaintance, This procedure
could be tolcrated, though not apnroved generallx, as long
as the most urgent requirecments of the population and of
the importaant war agencies could be assured from stocks
available to the respective Reéich agencics. The present
situation, however, calls for stringent mcasures.... It
is intolerable that goods available to the Reich should be
disposcd of to persons who only obtain thcem because they
arc mcmbers of a certain organization or agency., All avail=-
able stocks whercver located and n1ll articles of this kind
newly acquircd by the respective organizations must be
properly distributed.”

Specr followed up this charge by requisitioning all
stocks of industrial raw meterials and semi-finished and I
finished goods not intended for immcdiate official use which
were in posscssion of branches and associated organizations
of the Army, thc Vaffcn-SS, Policec and Labor Service,OT,

and 211 othcr State and Party organizations.

3. Ihe German Explanation of Economic Occupation Policies

Germoan officials and writers discussing the economic
policiecs cmnloyed by the Réich in occupicd territories
usually referred only to western Europcan countries,although

they did not always make this clear, The East was

1/ 0SS CID :#125985,
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considered an arca rescrved for German colonization, and the
Reich's policies toward it were as a rule not discusscd in the
same catcgory with those applicd to France and such nations.

Ratlonalization of German economic policies in the
Test went through three stages., At first, Germany's role
as founder and center of the New Order in Europe was dascribed;
later, Germany's efforts to provide an increased standard of
living and to strengthen the economic potential of the occupied

countrics werc extolled; and.eventually, it was simply declared
that it was the duty of the other nations to assist the Reich
in the fizht against Bolshevism,

Then Germany's military and political nower was in the
Qscendunt, Nazi ideology conceived the "New Order" as the
political framework of the European continent., Under German
t,direction the European nations were to form a commonwcalth
for lifc and defonse (Lebené-‘ggg Vehrgemeinschaft). The new
order wzs to chable them to co-overate in the economic field
peacefully, harmoniously, and productively., Europe was to be
a large space economy (Grossraumwirtschaft), an economic common-
wealth (Wirtschaftsgemeinschaft) based on economic frecedom,
which in Nazi language meant independence from the nccessity of
importing goods cssential to life and defense (relative autarchy).
and on community of work (Leigtuggsgemeinschaft or Gemeinschafts=-
arbeit). European economic life was to be directed toward
the European continental aim as defined by Gérmany, which, by
virtue of its cconomic organization and its unlimited nceds,
was to take over economic leadership and responsibility in all
politically controlled territorics.

Industrialiﬁation of European countrics was to nrocced,
but only such industrics were to be built up 2s were justified
by the natural resources of a country as well as by the neceds
of the Turopcan market. The various European national ecoqomies
werc to ¢ integrated into the."large ébﬁce ec0n0my“ in such
a way as to fit its structure and aim, This iﬁtegration

was considered a purcly technical problem
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conditioned by the needs of Germany and the economic

organization of the country concerned. According to

German declarations this new form of interstate co-operation

was to bec of much greater advantage to any individual

nation than was the former organization of world trade, 3/
The New Order, it should be noted, was a propaganda

slogan used chiefly in Western Europe where the Germans

werc interested in sccuring the ccllaboration of the popu=-

lation or at least of its leading groups. The economic poli-

cies applied to the Eastern countries, especially Pcland

and Russian territories, were,significantly, not described

as the New Order but rather as the German Order (Deutsche

Ordnung)2/designed to serve as an instrument for the efflux

of the German pcople into territories to be colonized by

them and their racially equal fricends. There the Germans

_did not expect the indigenous population to collaborate

willingly and felt that supervision and direqtion of a
native administration would not be sufficient. They were
forccd; they said, to build up an economic administration
of their own in which the native clement was reprcsented
in subordinate positions only. 4

The idea of the New Order as a Europcan commonwecalth
broke down fairly soon under the double pressure of internal
resistance within various of the Europcan componcnt parts
and of Allied victories on thec perimeter. Enmphasis was then
shifted to the galns which Germany had won for the occu-
pied countrics, whether or not they appreciated it. Germany,
it was claimed, had rescued them from the economic vacuum
which resulted from the interruption of overscas trade, It
had stadlized currencies, prices, and wagcs; it had prevented

unemployment; it had secured the supply of food as far as

1/ AePictzsch in Slidost Echo, 20 Deccmbey 1940,
2/ Maxddu Prel Das Generalgouvernment, Wurzburg, 1942,
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possible; it had put European labor to productive use;
it had strengthened the peasantry and agricultufe§ and
it had introduced a planned economy.l/ Germany, according
to thesc apologists, had placed orders with occupied countriés
in order %6 kcép their labor employed,had supplied the raw
materials nccessary for these orders, and had transferred
unemploycd workers to the Reich in order to giwé them jobs,
It can be easily proved that these German claims are
untenable and that the objective of German policy was pri-
: marily to employ all eccnomic resources of the Europcan
continent in the interest of the German war effort ahd well-
being. The fact is,. that™ 48 the Germans had not exploited
their rescurces, the occupied countries would have preserved
a much higher standard of living and avoided inflntion,
shortages of supply, and in some cases direct starvaticn,
German vwritors == although_nothernnn officinls == rcﬁcatedly
admitted that German cconomic controls over occupied countries
viere cxcrcised so as to sccure for the Reich the maximum of
assistance; they claimed that the warcompelilediGermany to
mobilize the productive forces of 21l European countrics,
friendly or resistant, for the fight against Europe's common
enemies, Minister Funk stated, for exémple, that "when
considering the clearing balances it must not be overlooked
that this war is waged for Europe' 2/ while Dr. Eicke, a
nanager of the Reichsb~nk, said in a lecture: "It is inevi-
table that Germany, which is carrying the main burden of the
war for Furope's éxistepcé should occasionally run up debts
on the clearing. Any nation thich mokes unnccessary diffi-

cultics (by throttling the stream of goods) will be presented

1/ %inistcr Funk, quoted by Volkischer Beobachter, 13 January
1945, | or . '

2/ Dcutschcs Nachrichtenbﬁro, 11 March 1944 (Nows Digest 1394).
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with its account in some other way 2t the onportune.
moment.se." 1/

In advancing the argument of war necessity as
justification of German exploitation of occupied countries,
the Germans tried to assume rights which international law
actually denies the occupant. Germany succeedeéd in trans-
ferring%o the shoulders of controlled nations a large part
of the economic burden of the war and enriched the German
population, while millions of slave laborers and inhabitants
of occupied countries starved. Such action was in plain
contradiction to the regulations of the Hague Conventipn of
1907 respecting the Laws and Customs of War on Land, whiéh
forhids the levying of contributions and requisitioning for
needg othéer than those of the army of occupation, stating
that thils requisitioning shall be in proportion to the
resources of the country. The occupant, in short, is cnjoined
from creating excessive economic misery and from entiching
himself and indemnifying himself for the.expenses of the war, 2/

In any event, not even war reguirements explain
fully or adequatcly the economic measures which German
authoritics imposed on occupied countries, A definit?
tendency vwas evident to weaken some of the controlled nations
permanently and to change their economic structure in such
a way as to assurc Germsn domination for the post=-war period
or at least to make inevitable a strong and lasting German
economic influence.

4, The Logal Basis of German Rule
The rights and dutics of a belligerent power occupy=-
ing cnemy tecrritory are fairly well established in inter-

national law; most of them have been defined in the Hague

1/ Eroslcucr lleucste Nachrichten,.l6 ianuary 1944 (News Digest
71365) . _

2/ Ernst H, Feilchenfeld, The International Economic Law of
Belligerent Occuvation, asnington, 1942 (passim).
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Convention, Nazi Gerhany‘never denounced the Convention

and was therefore bound bﬁ 1ts terms. As far as France is
concerne@, Germany concluded an Armistice Agreement with

it in 1940 which exnlicitly defined Franco-German relations -
in occupicd and non-ﬁccupied territory.

“hile never dchouncing the Convention, Germany never-

theloss did not consider itself bound by Hague fulcs in
regard to territories occupied without a declarationof war
(eegsy Austria, the Sudentenland, and the Protectorate of
Bohemia=-Moravia), or territories occupicd during a legal
state of war hut subscquently annexed by or appcnded to the
Reich, or organized as a "colong."

In order to make these conquests appear legal, Germany
declarcd Poland and Yugoslavia no longer existent as states
(debellatio)s It also considered itself entitled to annex
the occupicd parts of the Soviet Union because the USSR did
not adhcre to the Hague Convention., In violation of inter-
nationzl 12w, hovever, Germany did annex and incorporate iato
the Reich de facto, if not de jure, territories of nations
with vhich it 7as in a legal state of war (e.g., parts of
France and Belgium), as well as territoriés of its own allies
( such as parts of Italy).

Several of the countries occupied by German troops
werc tochiidcally considered by Germany as M"allied" or
"protected” countries. Although Germany exercised military,
police, and cconomic controls in these countries (e.g.,
Denmark; Croatia, and Italy),its relatiohs to them were based
theoretica11§ upon a treaty of alliance or some other form
of agrecment by which Germrn troops were allowed to be
stationed in and to operate from these couﬂtries and according

to which the feich was to receive economic help for the

comrion war cffort.
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Numerous differences and discrepancies,then,existed
in the legal basis of German rule in occupied countries,

The German occupation authorities consequently orga-
nized thelr administration according to a variety of legal
forms, They retained, however, in every instance military
and police powers and control over economic affairs, The
legal statgs of a territory set the basic organization scheme
for the economic controls employed there, but differences in
the political pattern of controls from one country to another
developed, reflecting not only the will of the conqueror and his
ultimate political and economic objectives, but also the
degree of resistance offered by the conquered.

Economic policies were everywhere dictated by German
authorities, but their execution varied., It was either
direct -- that is, in the hands of a predominantly German
administr:tive maghinery -- or else indifect -- that is, in the
hands of the native administration, supervised and directed
by the German occupation authorities.

Direct economic controls wereyas a rule, established in
territories which were considered to have lost their sovereign
status and were to stay after the war under permanent and
full German domination, such as the incorporated territories
under colonial administration. The group of countries under
indirect economic control, on the other hand, comprised

those placed under temporary military or civilian adminis-

tration pending the sighing of peace treaties to restore

their independent status.
The occunied countries can be grouped as follows,
accoriing to the type of their political organization under

German domination.

a,.Merritorics incorvorated or slated for incorporation

into the Reich: Austria, Danzig, Memel, and LuxembcUrg,
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and parts of Czechoslovakia, Poland, France, and Belgium.
Thesc were transformed into administrative units of the
Reich, or parts of such units.

b. appended or adjunct countries (Nebenlfnder); The

Protectorate of Bohemia Moravia (part of Czechoslovakia). This
was considered by the Germans part of the Greater German Reich
but hed an inferior status to the Reich provinces and states.
The so-called autonomous Czech administration had very
restricted functions on the local and regional level. The
other appended country, the General Government, was not part
of, but was subordinated to, the Reich, like a colony; the
Polish national elecment had no right of self-administrgtion
except on the strictly local level.

c. Territories under colonial administration: The
occupied Russian territories. These werc to be held and
dominated nermanently by the Germans and serve as space for
colonization. The native elem:nt was to rétain ohly strictly
local cdministrative functions. The German state declared
itself owner of nearly all property, confining private rights
to a very small field (chattels, small shons, ctc.).

The above three categories inclnde all territorics
which the Germans intended to keep under their permanent
and immediete control after the end of the war.

d., Countries under wartime control. During and immecd-
iately after invasion by Ger=an crmies, every occupiecd
territory was under German military government, This apnlied
as well to the territories of defeetive Gérman allics, over
which German military control was very similar in character
and cxteont to that exercised in defeated enemy countrics.

The Geornazns did not, however, cxpcct to retain military
government control after the war in the Western European

countrics. The amount of vpower held by the native
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administration and the degrece of collaboraticn on which
the Germans were able to base their controls varied, of
course, fren one Vestern country to another and changed
in the course of time, yet all liestern European countrics
retained their existence as theoretically indepcndent states
with Germ:n administration being only superimnoscd.
Notwithstanding the differcnces in political org: nization, -
German eonomic controls in these countries were much thc.
Samec,

¢e Ierritories under indirect political control.
Becausc of their control over occupicd France the Germans
exercised o strong influence over the unnccunied section
and over the coloni~l Empire. This influence, not much
short of full politicél mastery, ecnabled Germany to cxtend
its cconomic controls over territorics which had ncver been
militarily occupied. In a simil:r way, Germany was able

economic21ly to control also those countries allicd with it.
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B., THE CO-ORDINATION OF GERMAN CONTROLS
l. Role of Supreme Reich Agcncies
The basic policics for economic control of occupiecd
territorics were fofmulated by the same Reich authorities
which set up production and distribution plans for the
German cconomy, that is,basically, the Office of the Four
Year Plan, the Ministrylof Armaments and War Production, the
Ministry of Economics, and the Ministry of Food and Agricul-
turc., In the hands of these agenecies were vested the suprceme
controls over the economic life of the dominated nations;
they dircectcd the activitics of the.occupation authoritics
in cconomic matters, and, by spccial authorization of Hitler,
they sometimcé lssued decrees dircctly relevant to occupnicd
countriss., Actual aprlication of economic controls in
occupicd territory was, however, performed by the occupnation
authority proper, and the central Reich agencies in control
of cconomic matters headed no hierarchy of control agecncies
having poviecr in that territory, although they were renrcscnt-
ed throvgh ficld zgencies and liaison offices all ovcr Zuropc.l/
Exploitation of the cconomle resources of territories
under military rule was organized by the war cconomy branch
of the German High Command (OKW), called at first Wehrwirte
scnaft~ und Rﬁstuggsamt, then Yiehrwirtschaftsstab, and cventsl
ually Feldwirtschaftsamt. It co-opcrated with the civilinn
authorities. This co-operation took various forms but was
always very close., The Ministry of Economics and the Ministry
of Armaments and War Production, for examnle, had officers
from this branch on their staffs. In some cases military
authoritics and civilian agencics were integratced on the
regional level as well, as with the appointment of a represent-
ative of the Four Year Plan toact as.Plenipotentiary for
Economy on behalf of the military administration in Serbia,
1/ Reutschland im Kampfe, Propaganda Ministr&”Berlin, April 1940,
RESTRICTED
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The heads of civilian administration in occupied

territorics were directly responsible to Hitler, Threc of

them had cabinet rank:

The Reich Minister for Occupied Eastern Territorics
The Governor of the General Government
The Reichsprotektor in Bohemia and Moravia

Others who were not considered as members of the cabinet but
were also dircctly resnonsible to Hither, were:
Reichskommissar for the Occupied Norwegian
Territoriecs
Reichskommissar for the Occupied Dutch Territorics
Reichskommissar for the Occupicd Territories of
Belgium and Northern France (after July 1944)
Chief of Civil Administration in Alsace
Chief of Civil Administration in Lorrainec
Chief of Civil Administration in Luxembourg
Chief of Civil Administration in Lower Styria
Chief of Civil Administration in the occupied
Territories of Cawvinthia and Carniola
Chief of Civil Administration in Bialystok
Territories under a chief of civil administration, though
not lcgally incorporated into the Reich, were for all practi-
cal purnoscs treated like Reich territory. “'here it was
intended that Reich legislation should =pply to them, it was,
however, nccessary so to state explicitly in the law,
The cconomic control agencies of the Reich operatoed in
territorics lecgally or de facto incorporated into the Reich

just as they would in any other part of the country. In the

Protecctorate and the General Government, which werc consider=-

ed as port of.or appended to the Greater Reich, and in the
Eastern territories which were trecated like coloniecs: of the
Reich, recgional economic controls werc closcly ‘integrated
into the organization of the Reich controls; in somec ficlds,
Reich agencies were operated directly.

Deerces of the Reich Ministry of Economics or of
other central Reich agencies were applicable only in the

Reich proper; if they werc to cover the territory of the

protcctoratc of Bohemia and Moravia (considered as part of
thb Greatcr German Reich) specific stipuiation had to be

‘made to that cffedt. This was neccessary also in ordur to
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make a decrce applicéble in the general Government. As a
rule, the authorities in the Protectorate and the General
Government issued decreces of analogous content to mnlke
regulations ~vwplicable in their territorics conform to decrces
issucd in the Reich. Only in exceptional cascs were Reich
decrces made directly applicable to all occupicd territorics.,
An czomple was the decree of the Delegate for the Four Year
Plan-Tlenipotentiary for Armaments Tasks on Conversion of
Motors, issued on 22 Scotember 1942 in agreoement with the
supnreme command of the armed forces, the Ministry of ZEconomics,
the Ministry of Food and Agriculture, and the Ministry of
Transportation. This decrece was declared valid for thce Reizh
proper, the Protectorate, the General Government, occupicd
Belgzium and France, Serbia,. Alsace-Lorraine, Luxembourg, Lower
Styfia, Southern Carintha and Carniola and the Occupicd
Eastern Territories. It was, however, speccified that exccs
utive directives would be issued, in =grcement with the
Plenicotentiary for Armament Taosks in the Four Year Plan,
Central Officec for Generators, by the Reichsprotektor, the
Reich Ministry for occupied Eastern Territorics, the General

Governor, the Relchskommissare of the other occupicd

territorics, the military governors, and the chiefs of
civili~n administration in their respective territories.

Another example of a decree valid in occupicd territories
was Hitler's measure of 18 January 1942 apnointing a General
Inspector for Motor Vehicles authorized to investigate matters
within his field with military and civilian authorities and
with privote enterprise in Greater Germany, the Generzl
Govermaent, the occupied territories, and the zones cof operation.

2. Ficld Offices of Reich Agencies

The lecading role in the co-ordination of cconomic
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nolicics~in‘ﬁhe occupied—territories was played by the

Office of the Four Year "lan,yhereas ' the Ministry of Interior
had the task of formulating legisletive acts in regard to
occupied countrics and organizing the integration of anncXed
territorics, Ilumerous devartments, ssctions, and divisions
in various governmental cconomic agencies and corporative
busincss organizations handled economic nrohlems of occunicd
territoTics, 1In addition, the following special agencies
were sct un under céntral Reich authorities to operate
exclusively in occupicd territories or @s Reich agencics

with spececific extension of their powers over such territories:
Uncer the Delegate for the Four Year Plan:

General Commissioner for Economy in Serbia (Belgrade)

Gencral Commissioner for ifctsl Ilining in the Southcast
(Belgrade) _ : _

Commissioner for 0il Tasks in tho Southeast (Bucharest)

Delezcte for Scrap Metal Colloetion in all Occunied
Territories

Special Delegate for Timber Supply in the occunicd
Sovidet Russian Southeast (Xicv)

!lain Trust Office East (Heupttreuhandstelle 0s})

Genoral Commissioner for the General Government

(Krakow)

Delegate for 0il Exnloitation in the formerly Polish
territories '

Central Office for Gencrators

Under tho Ministry of Economics and attachcd to thz Relchsbank:
German Clearing Office (Deutsche Verrechaungskassc)
acichskreditkasse

Under the Ministry for Finance:
Delegate for fuestions of the Main Trust Office
East (Haupttreuhandstelle Ost)

Under the Transport Ministry:
General lanagement of the Eastern Railroad (Krakow)

Under the Reichspost Ministry:
Section East

Under the Reich Commissioner for Ocean Shipping:
Delegn { : icd Norw a
%gﬁrggogg£50ceqn Shipping for the oceupicd Norwegian
Delegate for Ocean Shipning for the occupied Duteh
and Belgian territorics .
Delegate for Ocean Shipping for occupicd France
Delegate of Reich Commissioner for Ocean Shinning
for unoccupied.Fronch territory -
Delegate for Ocean Shipping for the Ostland
Delegate for German Shinning in the Black Sea
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The Ministry for Armaments and War Production
superseded the Sunreme Command of the Armed Forces as the
Reich zgency to which the Armament Inspectors in cccupied
countries were subordinated. Armament Inspectorate and the
subordinated ArmamentCorriands and field offices were set up
only in count:ies with important industrial facilities,

An Armament Iaspectorate was divided into three sections - O0One
each for the army, the navy and the air forces, The
functions of inspectorates and commands consisted in the
exploitation of industrial capabilities of occupied countries;
They supervised the storage of war material, controlled
native firme manufacturing for German account, and supvorted
them in their requests for labor, raw materials, and trans-
portation. They represeénted the interests of the Armament
Ministfy a3 procurément agency in relation to the occunation
authority. In case of German retresat they organized the
evacuation of machinery and materizls, The following inspec=-
torates “ere'establisﬁed in occupied but not incorporated

territories:

Czechoslovakia: Armement Inspectorate Prague; Armarent
Commanéds Prague, Brno; .

Poland: Armament Inspectorate Government General;
Armament Commands Cracow, '‘arsaw, Lwow;

Poland, Raltic States, Russia: Armament Inspectornte
Ostland; Armament Commands Riga, Kovao, Minslk,
i 4. ,
Reval; armanent Inspectorate TUkraine; Armament
Commands Shepetovka, Kiev, Dnievrcpetrovsk;

Denmark: Tar Economy Staff Denmark (Copenhagen)

Norway: ''ar Economy Staff Norway; Economic Officers in
Bergen, Trondheim, Tromsoe, Oslo, Kristiansund,
Stavanger, Lillehammer, Kirkenes, Narvik.

Netherlands: Armament Inspectorate the Netherlands;
field offices Hotterdam, Amsterdan;

Belgium: Armament Inspectorate Belgdum; Armament Commands
Brussels, Charleroi, Liege, Lille.

France: ‘‘ar Economy and Armament Staff France: in 1943
renamed Armament and Procurcrient stazs.
Armament Inspectorate A (Paris and Northwestern
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France) at Paris:

Armament Commands Paris I, Paris II, Rouen,
Orleans;

Armament Inspectorate B(Southwest France)
at Amiens; Armament Commands Bordeaux,
Le Mans, Niort, Vannes;

Armament Inspectorate C (Southeast *ranqe) at
Dijon; Armament Commands %esanqon, Nancy,
Vevcrs,

Since 1943 there were Arm-ment Commsnds also in Vichy-
France, formed by reorganization of the Armistice Control

Commissions.

Balkan Countries: War Economy Staff Southeast at Scmlin
near, Belgrades

Italy: General Commissioner of the Recich !iinistry for
Armament and "ar Production in Italy, hcading
the Armament Inspectorate in Milan,
In addition, there were War Economy Officers stationed
at Salonika, Agram, Sofia, and in Rumania, Slovakia, Italy,
Transnistria, Finland, etc,

To co-ordinate German purchasing in “'estern countriecs,

Order Distribution Offices (Zentralauftragstellen) were

established in The Netherlands, Belgium, and France as
joint agencies subject to the orders of the econcmic section

of the military commander's (bor Reichskommissar'!s) office and

of the regional armament inspection (or in France, thc Var
Economy and Armament Staff), They consfituted thus on the
regional level a link between the occunation authority and
the Ilinistry for Armament and “'ar Production., In Norway
and Serbia their functions were taken over by the Germen .
authority exercising supreme economic controls, in Denmark
by the Yar Economy Staff.,
" The various Reich agencies and organizations of

German business which exercised control over specific induse

~ trial brenches (the Reichsstellen, Wirtschaftggruppen,

Reichsvereinizungen, cete,) did not extend their direct activ-

itiecs Heyﬁﬁd the Reich frontiers. Therc werc a few excentions,

S |
such as the Reichsvercinigung Eisen."tho suner-cartel of
the steel industry which operated in Bohemia-Moravia, Poland,
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Luxembourgand the Department of Moselle in France, or the

"Gemeinschaft Glag"and"Gemeinschaft Schuhe"which incorporated

Czech firms. The corporative organizations of Germen business
~assisted the Reich authorities in advisory functionss Some

set up speccial committeces to foster the venctration of

German firms into occupied territories, cspecially into the

Last (the Ostausschlisse of various Réichsgrupgen and

Wirtschaftseruppen).

The above organizations were, however, rcorcscated
through liaison officers, through other agencies (especially
the Germen Chambers of Commerce Abroad), or through field
offices of thecir own in the occupied countries. Fileld
offices were used particularly by the Main Committees, the
semi-official agencies of thc Speer Ministry.

In thc control over distribution of war=important
materials in occupied territories there was close co-operation
betvicen the respective Reich azencies and the océupation
authorities. In regard to mctals, for example, exports to
and imports from occupicd territories were directed by the
Reich Board for Metals (later Reich Board for Iron and letals)

on bechalf of which the occupation authorities issuecd licenscs
as follo.s: 1/

Counfiry: Agency:

Protectorate Supervisory Office in
Ministry for Economy and
Labor

General Government Control Office for Iron and,
Steel

Belgium Military Commander and Chief
of Military Administration

France ~ —- Military Commander

Wetherlands J " ‘Reich Commizsioner

Norway Reich Commissioner

Serbia Plenipotentiary for Economy
in Serbia

1/ Metallwirtschaft, 21 August 1942.
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Country: Agency:
Denmark War Economy Staff

The Reich Commissioner for Iron and Steel, however,
had also set up a number of field 6ffices in occupied
countrieé -= €.8.y in Brussels, Lille, Liéée, Charleroi, ete,

.IThe head of the German controls over the French rubber
industry operated under orders of the Military Governor as
well as those of the Reich Commissioner for Rubber. 1/

Finally, there were the German'Chambers of Commerce
Abroad vhich were reopened in the occunied countries to act
as information centers for German business firms interested
in expanding their activities. They co-operated closely
and intimately with the occupation authorities and other
German agencies in occupied territories, and were often
charged by them with important tasks (e.g., Aryanization of
Jewish firms, transfer of German orders, and selection of
trustee administrators for business firms under state
control), 2/ Leading German firms were represented in the
boards of the Chambers. The list of these Chambers contained
the following:

German Chamber of Commerce in Belgium (Brussels)

German Chamber of Commerce in Croatia

German Chamber of Commerce in Denmark (Copenhagen)

German Chember of Commerce in the General Government
(cracow)

German Chamber of Commerce in Greece (Athens)
German Chamber of Commerce in Norway (0Oslo)
and the

Liaison Office France of the Organization of German
Economy (Paris)

1/ 0SS source T, 2 February 1945,
2/ Deutsche Bergwerkszeitung, 4 June 1943.
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3. Military Administration Authorities

a, Central Authorities

Military administration of occupied territories was
directed by the Supreme Command of Armed Forces (OKY)
through two departments: '

(1) The Military Administration Department

(Amtsgruppe Wehrmachtverwaltung)

Specifically, its sections for administration of
occupled territories; transportation; supply and food;
currency; and accounting and auditing.

(2) TIhe Office for War Economy in the Fleld

(Feldwirtschaftsamt)
Divided into five sections:manufacturing and treade; .

agriculture; forestry and timber; labor; training of foreign

labor, [
The Feldwirtschaftsamt directed the economic exploi=- '

tation of territories under military administration. Its

name, until May 1944, was Vehrwirtschaftsstab (tfar Economy

Staff), and until 1942 it wés called ehrwirtschafts- und
Rﬂstugggamt (lar Economy and Armament Office). At that time
it was in charge of armament production and headed the
numerous Armament Inspectorates and Commands all over Germany
and occunied Europe, which functions were later taken over

by the Tleich Ministry of Armament and War Production, After

1942 it operated through the Wehrwirtschaftsstab Test,

directing military authorities in Western Europe,and the

fehrwirtschaftSStabEast,directing the Wirtschaftsinspektionen

and Wirtschaftskommandos (Economic Inspectorates and

Commands) which acted as economic authorities in eastern
occunied territories. The latter organization form was
developed for the so-called army rear zone (gﬁckwartiges
Heeresgebict) set up in the East; for detalls see section C.4.b.
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In the other occupied territories under military administration
economic controls were not separated from administrative controls
but formed part: of the civil affairs chain of command., Various
military organizations, however, operated there more or less
independently from the Military Commander, and their activitics
in economic matters had to be co-ordinated, which often nroved
a difficult Hroblem., Among these orgesnizations were especially

the purchasing acents of the ngeralluftzgugmeister,of the

Heercswaffenant,and of the German Navy.

be Agencies in Zope of Operations

Control over occunied territory was. in the hands of
the commander of the operational unit as long as the territory
was considered es inside the zone of operations, A& special staff
(Heeresverwaltung) took charge of administrative tasks, which
of course were directed according to solely military consider-
ations. The economic activities consisgted chiefly in the
organization of the army transportation and the securing of local
supplies, as well as the salvaging of raw materials, machlnecs,
and other equipment, Industrial installations and public
utilities necessary to carry on military activities tlerc Hut
into operation., In caﬁe of retreat, materials and stocks "'erc
evacuated or destroysd. To accomplish these economic taslis the
German crmy set up special units, the army collection squads

(Wehrmachterfassungskommando) and the technical battalions

iTechnischas Battalion),under specialists called army economic

leaders (Arméewirtsghaftsfﬁhrer). The collection squads were
grouped into agricultural units and agricultural-technical units,
both of which opeféteﬁ in the country, whereas in factories

and towns the technical battalions were put into operation.

The Armement Commands (Rustungskommandos),until 1942 under

control of the OKW,also took a census of industrial canacities,
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secured stocks of raw materials, transferred machinery to
Germany, ete. 1/

co Civil Affairs Chain of Command

The division of occupied territories into arcas under
supreme regional command comparable to the American'thcaters
of operations" was dictated by military consideratioasi Such
areas therefore often extended across the boundaries of
occupicd countries or covered only nart of a countr&. In the
West, e;g., Belgium and Northern France formed one a£ea; in the
Southeast, Serbia formed at one time an area of its own,
was later included into the Southeast command, but still formed
a separate unit for purnoses of administration. The sunrcme
military commander of such an area acted as its military

governor (E;litgrbefehlshaber). His staff contained expert

delegates of the Reich Ministries for Transportation,
Finance, Raiiroads, Post, etc. 2/ Matters of nilitary government

(Militarverwaltung) were handled by his administrative staff

(Verwaltungsstab),distinet from the military staff (Kommandostab).
The ~dministrative .staff w~s hended by the chief of the

militery administration (Militgrvewaltuggschef). The adminis=
trative section of the staff handled some economic matters (in
Belgium, e, g., transportation, finance, road building, and
waterways), but most of the economic controls were centered

in the economic section (Wirtschaftsabteilung). In some

areas; such as Serbia, a high army or SS officer was appointed
as General Commissioner for Economy (Generalbexollmgghtigter
iﬁ;IWirtngaft). In France, a civilian headed the economic
Isodtion. This was divided into grouns (Gruppe), the number

of which varied according to the local needs. Usually to

1/ According to revorts of French delegation to German
. ArmisticeCommission,

2/ Deutschland im Kampf, Propaganda Ministry, Berlin,
April 1940,
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simplify administration work, the scction was organizod
along the lines of native control agencies. The arec
administrated by a military governor was cither divided into
several military government districts (Militarverwaltungsbezirk)
or directly into territories under a suporior-field command

(Oberfeldkommandantur). The latter were subdivided into arcos

controlled by field commands (Feldkommandantur), district

commands (Kreiskommandantur), and local commands (Ortskommane

dantin®) .. Division of the territory into such aTONS usually

followed thc boundaries of rocal government bodies. The commands

well as some of the field commands, disposed of staff vhich
handled administrative matters on behalf of -the central
administrative staff and implemecnted the decrees of the nilit-ry
governor with detailed recgulations., Insofar a2s the native local
authoritics had to fulfill cecononice control funections, such
activities devolved also upon the lower milditary comnands
mwﬁiéh were under orders of the military staff of the governor,
Some of thc groups of the_economic section in the adainis-
trative staff of the military governor established field
offices of their own.

de Transgortation Authoritiecs

Railroad'opernting tropps attached to the German
field armics took charge of railroads in the zone of operations,
whereas in the army rear zones railroads operated wy the
military'weré under Field Railway Commﬂnds(Ecldeisonbahndiréktiohl.

A Milita{y Tranéport Managemcnt (Vehrmachtsverkchrs-

dircktion) was set up for each territory under militaryadminis-

tratior, It had sections for railroads, inland shipring, ctce

Asarule it confined its activities tothe supervisionof the native
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railro~d corporations and other transport organizations,
which had to operate in accordance with German directives,
but it also nublished regulations governing use of trans-
ﬁortatinn facilities.l/ Germaﬁ traffic managers were appointed
from the ronks of the army or the Reichsbahn to control the
the native officials, whose hierarchy was to some extent
duplicated., A similar method of contrdl was applied to the
regutation of motor transportation. In the territorics
incorpornted into the Reich and in the Eastern territoriscs
under civil authority, railroads werc taken over by the
Redichsbahn., In the appended territorics railroads were
operated by local corporations, but transportation controls
were fully integrated into the Reich organization, In the
other countries under civil administration, control of
transportation was nlaced inthhe h»nds of the occuvation
authority. |

_Hilitary usc of railroads and inland watcrways not
operated directly by the military was organized uniformly
for Germany and occupied territories. The Chief of Trans-
portﬁtioq in the OKﬁ was the highest authority for all
military transvort units. He received orders from the
Chief of Transportation in the OKW and had to co-opcrate
with the Air and Naval Forces,who were in addition repre-
sented through iinison officers in the larger transportation
units. The military transport agencies (Transportdienststellen)
werc responsible for all matters concerning the use of
railvuays and inland waterways_by the Armed Forces and acted
as intermcdiary between the military,°the.transportntion
ministry, and the railway authorities. Thecre was no complete
scporation of military transport cgencies within Greater

Geran'ny from those in occupied countries, The jurisdiction

%/ Vorordnunzsblatt of Military Governor in Bolgium and
Northern Fronce, issue No.22 (Decree of 23 November 1940) .
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of some of them, through subordinate units, covered both

German and occupied territory.
The fbllowiﬁg types of agencies can be distinguished:

a) Military transport agencies of divisional status
(ehrmachttransportleitung or Eisenbahndirektion) which

had jurisdiction within a certain area. A typical agency
consisted of the following sections: troop transport;
economic and supply transport; individual soldiers' travels;
inland waterwaysj; maintenance and construction; sigznals;
motor transport. Attached were ltaison officers of the

Air Force, the Navy, and the Organization Todt, and a
civilian representative of the Reichsbahn., In Paris,

there was also a section called the Armistice Branch,

b) Transport Commands of regimental status
(Transportkommandantur), which were subordinated to the
1ivisional authority and operated in a sub-area. They
were the basic units with which the German military units
had to deal in all transportation matters, for requisi-
tioning of trains and cars, movement of troops, etc,

They forwarded requests to the appropriate local regional
railway authorities. Their basic units were similar to
those of the divisional authorities. They supervised the
native transportation organization and regulated its use
by the population, issued permits for motor transportation
of goods on long distance, etc.l/

¢c) Station Commands (Bahnhofskommandantur) and Port Officers
Hafenoffizier), who issued military orders at their
respective stations.

d) Railway Transport Escort Detachments, Train Guard ..
Battalions, and similar units

Freight movement between the Reich and northern and
western countries was controlled through individual licenses,
and a similar system was in operation covering all freight
movement in the Southeast. The Frachtenleitstelle Sudost
in Berlin, with branch offices in seven Balkan cities, issued
permits and stinulsted route and timé for eacﬁ fransport.g/
Transvort in ocean vessels was.under control of the Reich
Comnissioner for Ocean Shipping, Gauleiter Kaufmann, whose
reglonal delegates the military authorities had to approach

when requesting transport facilities.

1/ Verordnuanegsgblatt of Military Governor in France, issue 105,
¢}

(Decree of 19 July 1944),

-2/ Revaler Zeitung, 20 October 1943,
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e, The German Armistice Commission

An Armistice Commission ﬁas set up in Wiesbaden to
regulate and control the execution of the Franco-German
Armfstice Conventioﬁ of 1940, It consisted of a German
Commission which acted chiefly as an instrument through
which the Germans made demands on France, and a French
Delezation acting in an admisdry canacity and as a liaison
office, The German commission acted under Srders of the
German Hdigh Command; it was headed by a géﬁefal anﬁ staffed
by militéry and civilian personnel, Attached was a repre=
sentative nf the German Foreign Office, a joint representative
of the Delegate for the Four Year Plan_and of the Minister for
Economics,'and a representative of the Minister of
Transportation. The Commission consisted of an Armed Forces
Group and an Armament and Economic Group; the latter set
up an Dconomic Delegation staffed by financizal, trade,
and industrial transport exports.

The German and the French delegations convened in
sub~commissions which were divided into a military and
political group and an economic group, and staffed accord=
ingly. Sub-commissions dealing with finance, commercial
exchanges, industry, petroleﬁm, and merchant marine formed
the economic group, while questions of armaments, inl.nd
transport, and intercommunications were handled by sub=-
commissions staffed by military or economic personnel
depending on which group had a primary interest in the
matter under discussion.,

The Germnon Commission established three inspectorates
in French territory (North, South, and Africa) as well as
a number of field offices, controlling ocean navigation, ‘
airports, armement plants, and war meterial ddmns,'etc;.

A licison offiéer was attached to the German Commander in
France, and direct contact was also established with the
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Chief of the French Statc,

After occupation of the Vichy zone the functions of
the German delegations were taken over by the military
commander in Southern France. The Armament Control Inspectorates
werc reorganized, renamed Armament Commands, and placed under
the R&stungs- und Beschaftungsséab (Armament and Procuremcnt
Staff) France,

f. Administrative Personnel

In the administration of occunied territorics the
Germon Army employed army officers and soldiers, army civil
servants (Wehrmachtsbeamte), and civilians without such
special status (Sonderfuhrer). The work of a military
government official (Kriecgsverwaltungsbeamte), especially
one of thec higher officials, or war administratorsl
(Kricgsverwaltungsrat), was considered highly immortont.
Army civil scrvants were given the right to wear uniforms
and, in 1944, their status was m2de similar to that of army
officers. As a rulc, the Germans apnointed as war adminis-
trators specialists in administrative and business fields
who had goined previous experience in Reich ministrics,
in cconomic chambers and organizations, and in »nrivate
business, m~nufacturing, trading, and transportation cnter-
priscs. The Devisenschutzkommandos, for examplec, ere
staffed by customs officials., Edonomic controls were mostly
in the hands of thesc experts, In case of a change in the
legal stztus of a territory (such as the transfer of
administrative powers from the milit2ry to thc civil
administration), these experts stayed and continued worlking
under the ncw authority.

4, Rcichskreditkassen

An important instrument in the financial exploitation of

occupicd territories werz the Reichskreditkassen
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(Reich Credit Institutions or RKK), which were estab-
lished by a decree of 23 September 1939, subsequently
amended on several occasions, to act as banks of the German
Army in occupied territories.l/ The Central Office
(Hauptverwaltung der RKK) was an independent public insti-
tution monaged by officials of the Reichsbank and supervised
by a board gf direcfors composed of representatives of the
Minister of Finance, the Minister of Economics, the Armed
Forpes, and the German banking business. Local RKK were set
up tn almost every occunied country to act as agencies of
the Central 0ffice. Their functions were specifically:

&) Issuance of RKK bills and coins, in denominations
of 50,20,5, and 1 Reichsmark and 50, 10, and 5 pfennigs;

b) Collection of occupation costs from the native
governments;

c) Borrowing of funds from local banks of issue;

d) Acting as fiscal and transfer agent of the German
armles;

e) Regulztion of money and credit transactions in
occupied territories;

f) Conducting of regular banking business, such as
purchase and sale of bills, making of loans, receiving
of deposits, etc.

The general policies of the RKK were directed from
Berlin, and their professional staff was supplied in large
part by thé Reichsbank, but within his particular area.the
military commander or civilian governor of an occupied
territory exercised control over the RKK, The princinal
function of the RKK was to supply the advancing German
troops with RKK currency to pay fof supnlies reguisitioned
from nrivate ovners and for local purchases of individual
soldiers. RIK money was declared legal tender by a decree

of the military commander which stipulated a fixed rate of

exchange between local currendy and occupation money.

1/ Die Bank, Berlin, 30 September 1942,
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As soon, however, as the German authorities were
able to dispose of an adequate supnly of local currency,
received ag a contribution or an advance through an agree-
ment with the native authorities, they halted the is=ue of
RKK currency and closed the existing RKK. A few agencies
remained open to act as liaison offices between the German
forces_and the local banking system. In this canacity
they acted as the recipient for occunation costs naid by
the native government, or contracted loans to finance .
German military expenditure in the country; they transferred
funds to and on behalf of army pay offices as well as of
individual soldiers; and they also "purchased" at official

rates foreign currency and gold which the Devisenschutz-

kommandos discovered when opening safe boxes of enemy aliens,

In Denmark and Norway RKK currency was issued only by the
army pcy offices, and the establishment of RKK was unnecessary,
since the banks of issue began to advance money to the
Germans —ithin a short time after occupation of the country,.
In nost other countries of Western Europe similar zgrece-
ments were laterrmde while in Belgium, Poland, Serbia,
Croatiai?gkraine the Germans founded new central banls to
supply them with local money.

RKK offices established in territories later
incorporated into the Reich were transformed into branches
of the Reichsbank, and RKK notes in circulation exchanged
for Reichsmarks, In only a few countriecs did the RKK
continue to operate, and, at the time of the Nazi collapse,
RKKX currency was circulating, partly as sole legal tender,
in the Channel Islands, in Montenegro,and in occuvied
Russia(thouzh in the Ukrain~ a separate bank of issue with

a currency of its own was established). In thec Balkan

countries allied with Germany the RKK operated only as a
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clearing and exchange office of the Germany Army, acting
as its liaison in financial transactions with the local
authorities. No RKK currency was issued there. In Italy
RKK notes were put into circulation shortly after the
Badoglio government signed its armistice with the Allies;
but a few months later the notes were withdrawn and German
military expenses covered out of Italian payments for
occupation costs.

The RKK was probably the agency which issued "Trans-

fer checks of the German Armed Forces" (Verrechnungsschein

flir die Deutsche Wehrmacht). This instrument, properly

called "nilitary traveller's check' replaced in 1945 the
RKK notes in all transactions involving transfer of money
on behalf of German soldiers changing station from one
occupied country to another.

The principal asset of the RKK was a loan to the
Reich anounting to approximately 9 billion Reichsmarks in
nid-1944, This was the countervalue of nearly 3 billion
Reichsmark RKK notes issued and 6 billion Reichsmarks of
local currency borrowed by the RKK on behalf of the German
Army. Other assets consisted of foreign funds received as
ceccupation costs but not yet actually spent by the Germans,
and of smaller amounts of commercial advanceéiykégghsbank
and other balances. Its liabilities consisted of the
currency issued (RKK notes and coins and "canteen money"),
of deposits in RKK marks received on a commercial basis,
debts to foreign banks of issue, and debts to the Reich

for unspent occupation payments.
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C. DIRECT ZCONOIIIC COHTROL

1. Introduction

The Germans considered the Czechoslovak, Polish, and Soviet terri-
tories occupied bty then as conquered for permenent peossession. Conse-
quently, these territories were either incorporated into the Greater

German Reich or vere adninistered as adjunct territories (Mebenlénder)

and colonies. The system of direct control was established in the
economic field, but the Protectorate, the General Government, and the
Occupied Eastern Territories each represented e distinct type of German
economic penetration. The character of the economic controls established
by the Germans in the occupied Balkan countries nerits the consideration
o' operations there as a typo of direct controls, although the Germeans
were not planning to take permarent possession of the ruéion.

In the Protectorets, tho netive, autonomous administration
retained sone vestipes of self-government in ccononiic matters. The
Czech gpiencies, of course, opeorcted under the strict supervisioa of
Gurman officials and‘tho scope of their functions wes very ruch restricted;
in fact, thoy formod an orgenic part of the sdninistretion of the Greater
German Reich fulfilling funetions which in Germiany were ‘assigned to &
regional administration. Under the Nazi aegis, penetration of German
public and privatec enterpriscs into Czech business resclied overwhelning
proportions in the fiolds of banking, transport&tion,land tiie heavy
industries. Little penetration was offected in agriculture, commorce,
and most industrial brenches outside of lwavy industry. The industrial
productive capacity of the Protectorate was, liowsver, not reduced under
Germen domination; indeed, it might even heve beon enhanced by the
expansign of war industries, ocspecially as a result of the transfer to
the Protcctorete of Lombed-out nlants from the Reich.

Thoe Polish and Russian territories had in Germen wyss the character
of a frontier region, available and exclusively destined for colomnization
by Germans end their "racial" brethren. The indipenous Slavic popula-
tion vas rclcga?gd to an inforior position. Under thesc circumstances
these arcas haé a German administretion, although in thu Gencrel Government

a considerable munber of Polish civil servents wes employed. Only a very
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few Of.theSu Polcs, however, had rospongible posts. In the Occupiled
Bastern Territorius, Russians wore cmployed by the adninistration only
in the low categories of jobs. lative sclf-administration in thesc
regions wes organized on the local leovel only. The ccononiic life of
botl: Polish end Russian territories was fully and directly controlled by
Gernan agencics. The functions of trade associations, whorever they hed
been reestablished in accordance with the Gurman corporative pattern,
wera of small importance; in nost cascs thoy weorc domineted by their
German nemboers, if noa-Gormans werc edmittod to participatc.-

Public proporty in bLoth regions wrs tealon over by the Reich, but
there was a nerked dirferunce in regord to thu troutmont of private
praperty bebween tho Genoral Goveurmment and the oceupicd Soviet areas.
In tho Polish territorics, tiw Ruich and German firns ond individuals
acquiréd by voy of confiscetion or recoived in trustceoeship thosc ustates
and industricl cnterpriscs ownoed by persons who worce either nbsont or
were not rucognized as ownmers by thu Germen adninistration (especially
Jows, Mererius of the Reich"). Privete propurty woas also confiseated
if it was declared to be nceessary in the public interest. 1In the
oceupicd Soviet territorics, however, the Reich cstublished itself as

the _

the succossor oﬁ/Soviot stete end as the owner of all industrial.and
landed propurty. Commercial and industrizl enterprises (except small
shops in the Baltic countrics) wurc operuted for the &ccnuﬂt dflthe
Reich by Cerman trustoos; agricultural lands were cultivated as state
or collective farnus by Gorman cdninistrators, or in some regions partly
by native tencnts. Germen business firms were promised that efter the
war thoy would sccquirc ownorship of unturpriscs now oporeted by then;
Gormen scttlers werce promniscd thet the land would be divided omong them.
Thus in Polish erens, only ccrtain typus of property woerc confiscated in
the interest of German or private owners, while in tho Soviet lands the
Reich itsclf becare the owmer of property, omploying Germen firms to
ﬁanage enterprisos where it vms required.,

| There as clso o difference in regard to policies adopted for these
two regions in pnettors of industriel production. It was intended that
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both countfics would maﬁufacture only such goods &8s wwuld not compcte
with the pfoducts of Reich industrics. In the General Government, how-
ever, consumcr goods industries, on the whole, continuced to operate.
Industries in ocenpicd Russia, on the other hand, werc directed toward
production of raw and somimenufrcturcd naterials for use in the Reich
and, as & rulc, warc not cmployed in turning out zoods for local consump-
tion.

In the following pages, Gormen cconomic controls in the Protectorate
and the Gonoral Governnont sre briefly described and sone attention is
given to Germen administration of tho occupicd Delkan countrics wherc
the Germen autlioritics asswunoed dircct control of ceononic nmetters,
although thesi. countrics wero not considered pert of the Greater German
Reich or of its coloniel cmpirc. Most attention is paid to the structure

~

of oconomic controls in the occupiocd Soviet lauds, becausc it vwes in
thos: torritorics that the Germans fully developed their pattern of
colonial administration, without regard to principles or forms of inter-

anatioral lev. -

2. Tiuc Frotectorate of Bohemia-lloravie

. Tho Basic Lews

=1

Hitlor's Decrce of 16 larch 1939 cstablishing the ?rotcctorato'a/

declared it part of the Groator German Reich ond placed at its head a

Reich Protoctor (Reichsprotelktor); in the economic ficld, the Protoctorate

wes to excrcise its autonomous rights through its own orpans, which wore
to opeorute, however, in full accord with the nceds of the Reich. The
Reich Protoctor, as delogate of the Reich Goverament, could veto alll
eutononous neasures which appeared hermful to the Reich, and in urgent
casos could issuc orders rcquired by the comnon intorest. The Reich

was further ompowercd by the Decroc to issuc lows valid for the
Protectorate insofar as the comuon intercst roquired. The Reich wes

to have dircct supervision over transportation and communications. It
was to handle foreign relations of the Protectorate in the ccononic

field; the Protectorate, moreover, vaes in the customs union with the

E/ Reichsgesetzblatt I, 485. (Cited hereefter as RGBL.)
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Reich and was under the Roich's customs authority. German currency wos
to be legal tender in the Protectorate, ot a rate fixed by the Reich
Governnent.

A loter Hitler docree, tlot on Concentration of the Woer Economy
of 2 Septomber 1943, E/’stipulntcd that the Roich Hinistry for Armesmont
and Wor Production Had Jurisdiction over raw materiasls snd industrial
production in the Protoctorate.

The Protcctofatc ws also affocted by Dr. Joseph Goebbels! author-
ity as Delegete for the Totel Wer Effort. Goebbels, howevor, did not
issuc decreces dircetly applientle to the Protectorate, but the Germen
Ifinister of State for Boheonia-lioravie propared instructions in accorde-
ence with the dircctives reeccived fron Goebicls. This form of action
ve.s. considered necessary in view of the autonomous position of the
Protoctorato. E/ |

b. Eho liethods of Control

To carry out thesc besic laws, cconomic controls were orgenized
in the following wnys:

(1) A number of Reich cconomic agencics and orgenizations operated
directly in thce Protectorate.

(2) The Roich.Protcctor, the German Minister of State and his
subordinatod agenciecs exercised direct authority in tho rore importaht
cconomic matters. |

(3) Germon officials supervised and directed the autonomous
adrninistration in those econonic ficlds in which it had jurisdiction.

In addition, control over the Czech administration generally ves exer=
cisod through the appointment of German officials to key positions in
the cutonomous sgencics, These officials held corresponding posts in
both the Czech administration ond the German Ministry of Stete which
recsulted in o conplete integration of Protectorate controls with Reich
controls. The asutononous powers of the Cuzech adnministrection were there-

fore only noningl.

1/ RGBL. I, 529,
§/ Doutsche Volkswirtschaft, 1 Novenber 1944,
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ce German Agencies Operating in the Protectorate

Chief among tie Reich agoncies operating dircctly in the Protector-
ate was the Reich lliristry for Armanent and Ver Production, headed by
Albert Specer. Thislﬁinistry assumed direct control over armament produc-
tion in the rogion, functioning through the Armemont Inspector for the
Protectorote, the /rmement Commends in Progue end Brno (Brinn), ond the
regional delegater of the inin Committees and Rings.

The centrel bedy of its controls in the Protectorate wnr industry
w.s the Armemont Commissions The head of this Comnission was the Armament
Inspoctor; othc s memvers wwore the (Gormen) Ministor for BDoonomics and
Labor, thc Chiaf of the Gffice for Public Contracts, and the Armament
Chicf (herd cf the rogionel dologates of Spoer's Comittces snd Rings),
vwo at the sampg tine wts prosident of the Contral Associction of Industry
in tho Protu.ctorate. Speor's dirvet representotive in the Protcctgratc,
moreover, " &8 «.lso o mombor of the Armement Conwiission.

By rcorganization of thc controls ovor industricl production in
1944, Spear's Hinistry,acting now through the medium of the production
comuittor s,nls0 received powers over industrics manufocturing goods for
civilion consumption. EBEventually, the production committees were
merged with the economic groups in the corporative orgenizetion of the
Protectorate industry, as well os with the rugionnl agencics of Speer's
loin Commiétees end Ringse E/ By virtue of thosc actions, concentration
of cconomic control had thus progressed oven further thon in the Reich
proper.,

Two Protcctorate industrics were incorporcted into tho so-called
super=cartols, which cxerciscd povernnont controls nﬁd were thus under
direct control of the Gerasns. The shoc industiy wes under the juris-

diction of the Gemeinscheft Schuhe, cnd the glass industry wes controlled

by the Gomoinschaft Glas.

The most importoant local Germen ngency in the Protoctorate wr.s
the Gernan Ministry of State,which had severcl departmcnts desling with

ceconomic matters. The Departrient for BEconomics and Lelior excreised Reich

l/'Ncuc Zireher Zecitung, Zurich, 15 January 1945.
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supervision over the sutonomous ccononic administration, including banking
and currency; the Departmont for Food Supply and Agriculturc exercised
supervision in the agricultural ficlds; the Department of Financc supor=-
vised the Protectorate financial administrstion and dircctly administered
customs, exr.isc taxes, and Reich monopolies; the Department for Trans-
portetion superviscd transportation. Attached to the latter department
were the Commissioner for Locel Traffic and the Commissioner for Tiater-
weys, botlhi delegates of the Reich agenciecs reguleting transportation.

The following ccononic control ageneics operating in the
Protoctorate were dircetly rcsponsible to tho Gorman Ministry of Stete:
Conl Control Office; Cornnissioner for Petrolcun Industry; Commissioner
for Machinery Production; Comaissioner for Motor Transportation; Import
oand Export Officc for Agricultural Pfdducts; Centrel 0ffice ES;IP;blic
Contracts;.Ccmnissionor for Consumcrs! Cooperative Associations.

d. Czech Autonomous Agcncies

In the cutononous government csfablished for the Protcctorate, o
numbor of ministrics dealt with economic natters, These ministries
included: The Ministry of Economics and Labor; the Ministry of Agricul-
turc and Forestry; the Ministry for Transportation and Communications;
the Ministry of Finance; and the Supremc Pricc Control Office.

The Ministry of Economics and Labor was hoaded by & German
officicl, in whosc hands werc ccnﬁurcd rost of the economic controls not
hoendled by Roich cgencies. He served as linison officer between tho
Reich ninistrics handling cconomic matters and the Protectorate institu-
tions. This Ministry wos concerned with domestic and foreign trade,
industry (6xccpt production), currency, banking, insuranco, and lebor.
Attachod to it was the Control Officc, vhich orgenized the distribution
of raw material tcxcept coal and o0il), as well as the production and
distribution of industricl goods. 1In 1944, however, as occurred in the
Reich, control of the distribution of raw materials ond industrial pro=-
duction was transferrod to sovercl production committces headed by
industrislists and dirceted by the Speer Ministry. The Control Office

rcteined the functions performed in tho Reich by the wverious Reichsstellen

-
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and thoir regional agents. In fact, the Reichsstellen were represented

in the Control Office through spescial dalegutos.li/ In general, the

Ministry of Economics and Lnbo; functioncd both as Gau Beonoriic Chamber
of the

and as regionml Lebor Trustee for tho tcrritoryV@Totoctoratc.

The Hinistry of Finance, headed by a Czech carcer ofricial, levied
all direct taxes but collected only a part of the indirect taxes, becuusec
the Ministry of Stute collected customs dutics and certnin excise taxes
end adninistoered all .government monopolics. Taxation in the Protcetorate
was adapted to the Reich pattern. The Winistrivs for Agriculture and Fore
estry, and for Tfansportation ond Conmunications,were headed by Czech
Ministers, the Supreme Price Control Office by & Germon official. All
these agencies were directed and supurvised by the Hinistry of Stetce.

¢. Financiazl Control nnd Exploitstion

Imedictely aiter ogcupction of Proguce by German troops, the
Netional Bank of Czouchoslovaliin wes put under control of & Reichsbank
Commissioner. Gold snd foreign exchange reserves of the Lank were
teken over by the Roichsbank go fer as the Allied blockade pernitted
such opcrations. Toreign exchange tremsactions of the Protectorate wero
now currizd out through Berlin, especially through the German Clearing
Bank,

Geran curruncy wes nade legal tender in the Protectornte at the
rate of one rseichsmark to ten crowns. (The nominnl value of the crown
wes slightly incressed to cdjust it to the new perity.) Since the
exchange rete greatly overvelued the reichsnnrk, German purchases in
the Protecvorate were increcsed. Furthernore, custons and exchange
barriers betwoen the Reich and the Protectorate were abolished, whicli
further contributed to the incronse of exports to tho Reich without
correspondaing imports into the Protectorate. As & result ot these factors
the pricc level in Boheunia=loravic soon rose to reach parity with
Geruwn prices; when this occurred, wages ond prices were put under
strict control by the same nmethods ss used in the Reich.

The Protectorate did not acquire clearing belances in reichsmark

}/’Dor lleue Tag?&ﬁhgue, 15 Decomber 1942,
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currency but obtained rethor German Governnent paper and belances with
Gormen bLenks. This situ tion appliad specifically to the lational Bank
of Bohenia-lioravis,which by the ond of 1944 mcquired claims ageinst tho
Reich totaling 55 billion crowms. It was also true of the comuercicl
banks in the Protectorate,iwost of which were controlled by Germen benks,
and to the savings banks and credit cooperatives, which were compulsorily
attachud to the Germen baniting system end forced to deposit all cash
rescerves in the Reich. The Reich sssesscvd upon the Protectorate a wer

contribution, the so=celled matricular fue (Hetrikulergoblihr); its amount

was not diseclosed but it is lmowm that tho Proteetorate movernnoent hed
to issue lorge locns to finance the payment,although regular tax revenue
wis hiéh'and currcnt oxpenscs restricted.

The Protectorztet!s contribution to the Reich in finsneial torms
consisted however not only in the metricular fee, but also.in the con-
sidorablc armounts loaned by its banks to the Reich. Similarly as in the
Reich ond in «1ll occupied countries, currency circulction in the
Protectorote incroasced at an accelerating pacce during the war; it reached
(including current account deposits with the centrel bank) 48 billion
crovms by the ond of 1944, as compured with only 7 billion crowns for the
much lerger territory of Czuchoslovakia bufore the wer.

f+. Other lleans 2£ BEcononiic Control

Benking, industry, trade, and agriculturv in the Protectorate
were orgenized into compulsory corporctive essocictions according to
the Germen patturn. i/ The various orgenizetions, as a rule headed by
Germen nationals reosiding in Bohemis-loravie, scrvud.as econonic control
agcnc£CS £s in the Reich. There were scven central associctions correspond-
ing to the Reich Groups. Thuse seven associations were, in turn, divided
into Bconomic Groups, Trade Groups, cnd Sub-groups.

Agriculture wus orgenized into provincial, district, and local
nssociptions, forming together the A:socintion of Agriculture and Forestry

Tor Bohemi&-ﬁoravia..z/ Control of distribution of food and feeds was

l/ Decrec on Orgeanization of Economy, 20 dJune 1959 (Collection of Czoch
laws No. 168)0 i .
2/ Decrce of 22 Lugust 1942 (Collecction of Czech laws No. 294).
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in the hands of ninc Bohcmian=loravian /ssociations for, respectively,
Cattle and Meat, KHilk and Fats, cte., fully corrcsponding to the Central
Markcting Associations in the Reich.

Penctration of German business firms into the Protouctorote was
assisted by German agencies, by legal and illogal neans, cmploying
aryenizetion of Jewish property, transfer of entcrprises owncd by the
Czech Government, sales under duress, ctc. /fll Protectorate banks, with
onc oxception, became affilictes of German banks,which thus acquircd
control of a great many industrial cnterpriscs in the Protectorate and
wore cble to take over Czoch participations in forcign banking, espociclly
in tho Balkens., The most importent Czcch onterpriscs in the ficld of
heavy industry and armamcnt production (c.g., Skoda, Proguc Iron, Brinn
(Brno) srmaments) were token over by the G8ring ond othoer Germen combincs.
Czoch ownership in other industrial branches was, however, not much
affected apart from the transfer into Gorman or collaborctionist hands
of Jewish-owncd cnterprisos and thosc ownced by "enemics of thce Reich."
The Gernan penctration into banking also had its cffect upon bank-
controlled enterprises.

3. The General Government

8. The Basic Principlos of Orgonizetion

The Polish territorics comprising the General Government werc not
considered pert of the Greater German Reich but wore administered by
the Reich and in its own interest as o separatc economic and administro-
tive unit. The Polish population was forced by o rigid scheme of dircc-
tives and orders to produce the rcsults desired by Germany. .4 completely
German ndministration was sot up for the Genersl Governmont,in which 2ll
important functions were in German hands .while the native personnel was
used only for technical assignments and for tasks of o strictly local
scope. }y/ The German staff was drawn from the ranks of civil servants,
lawyers, econoriists, businessmen, and private employees in the Reich.

legislation in the General Government, according to Hitler's Decree

of 8 October 1939, was the prerogative of the Ministerial Council for

i/ Max du Prel, Das Generalgouvernement, Wlrzburg, 1942, p. 52.
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Reich Defense, of the Delegate for the Four Year Plan, and of the
Governor General, but tierc were only very few instances in which the
first two of these Reich authorities issued decrees directly applicable
in the General Govermment. The Governor General wns directly responsi-
ble to Hitler ond was & member of the Reich cabinet. In cconomic mattors
he received directives from the highest Reich agencies in charge of
econonic matters, including particularly GBring as Delegate for the Four
Year Plen, who issued gencral directives for the guidance of the economic
administration, and the Rcich lNinistor for Economics,who in cach particu=-
lar instence authorized the Geoneoral Government administration to con=
clude trade snd clearing agreements with othor countrices.

b. Roich Agoncics

The Delogate for the Four Your Plan' wes eppointed to dircet the
occonomic exploitation of the General Government; he nominated the Governor
Genoral as his doputy. During the first period of occupation a separate
Office for the Four Year Plan was set up in the region; its functions were
later token over partly by the Genorcl Government administreotion, pertly
by the Economic Council- of the General Governmente l/

The Reich Ministry for /rmament cnd War Production cxercised
direct control over General Government plants cngaged in armement pro-
duction, operating through the jirmement Inspectorate in Cracow and the
subordinated [rmement Commands in (reseow, Warsaw, and Lwow. The Kinistry
also had supervision over public construction work, through the
Tochnical Off'ice at Crecow. With those exceptions all Reich controls
over the General Government economy wore channelled through the offices
of the CGovernor General.

c. agencies of the General Government

The General Government administration consisted of & central

administrative authority (called Regierung des Generalpouvernements) and

of regional agencies. Economic matters were handled in the central
agency by the Economic Department , the Depertment of Food end Jgricul-

ture, the Forcstry Department, and the Finance Department. A4 special

E/’Decrce of 31 July 1940 (Verordnungsblatt filr des Geneféigbuvornomont,
1940, I, 233),
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section in the Economic Dopertment orgenized and supervised the administra=-
tion of property held in trustoeship; other scctions in the Department
supcrvised the commodity control offices,

The regional administrotive agencics hed corresponding offices
to take care of cconomic matters. The chief of « territorial adnin-
istrative agency, however, was in full cherge of all functional agoncies
in his area. These agencics werec considercd as his advisory and
exccutive organs. There was no direct chain of cormand cﬁnnocting the
lower and the higher functionel ngoncics, with the coxception of the rail-
road and postal adninistrotions.

The Finance Dupértmunt edninistered the systom of texation (based
on Polish and some new Gorman legislation), customs dutics, and the
monopolics which sﬁppliod the greeter part of public revenuc. The
state monopolies were the particular concorn of the Generwel licnagemont
of Monopolius, a section of the Finance Deportnent. E/ The Reich elso
collocted a defunse contribution from the Gencorel Government, the amount
of which is not known.

The Bestern Railways (Ostbahn) (organized by the Deutsche Reichsbahn)

and the Gornan Eastorn Post Office (Deutsche Post Osten)(organized by the

Decutscho Reichspost) both formed parts of the General Governnent adninistra-

tion but had territorial organizations of their own, in which tho local
agencics were directed by the higher agencics.

d. Currency and Banking

The Generael Govermment formud & seperete currency arce divided
by an exchange linc from the Reich. Its currency in zlotys was issucd

by & Germon-croated Bank of Issue (Emissionsbank) in the General

Government orgenized as a scction of the Gencral Govormment administra-
tion. The new Bank was staffed by Polish nationals wﬁrking under super-
vision of o German supervisor. The new zloty réplaced both the formor

Polish currcncy and the Reichskroditkassen notes circulating during the

first period of occupation. Foreign cxchange deanlings were controlled

through the Foreign Exchange Office end in large pert scttled through

1/ Decree of 1 November 1939 (Verordnungsblatt 1939, p.27),
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the Clearing Institute both scctions of the Foreign BExchange Depsriment
in the General Government edministration. Exchange licenses issued by
the Genercl Governnent cgencics were rccognized as valid pornmits by the
Reich authoritics ond vice versa. The Genoral Government Cleering
Institute oporsted through the Gerimen Clearing Bank in Berlin. Until®
1 Ducomber 1942 tho Genoral Government formed o customs area scperated
from the Reich by o customs line; a Decrce of 20 lovember 1942, howover,
abolished import dutics on poods coming frém the Reich and othur Geman-
occupied torritorios, E/

Banks. in thc Goneral Government were supervisced by the Bank Super-
visory .geney,headed by the stne Germen official who acted as supervisor
of the Bank of Issuec. Tho Polish banks in the General Govornnent wero,
therefore, left in oxistence, but Gerran banks sct up branches which
becene dominent in tho credit business. In the insurence ficld, however,
only two Polish companics, both of which had boen German-owned before
1919, were cllowed to continue operations. Germen aond Austrian companies
took over zll other insurance business.

e. Industrisl sand sgricultural controls

Production and distribution of industrial materials and monufrc-
tured goods vms directed by Cormiodity Control Offices forming part of
the Economic Depariment. They hed functions comparcble to those of the

German Reichsstellon before the Speer liinistry took over production

controls in the Reich. Tho needs of the Roich'wcre decisive for the
policies of the Cormodity Control 0ffices. Tho Polish oil industry wes
controlled by a Special Cormissioner. Furtherrore, o private Gormen
eorporntion, & subsidicry of the KontinontalBl i.G., ves formed by several
German oil combines to engego in the exploitction of oil fiolds in Poland
and, leter, the Ukraine. Trode in oil products wos mede o monopoly of
the General Government.

Agriculture wes under the jurisdiction of the Department of Food
and Arriculture, which cngeged in crop plenning, supervised the collscetion

of agricultural products, sdr:inistered confiscated estutes, supervised

1/ K8lnischo Zeitung, 24 Decumber 1942,
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farms in private hands and agriculturcl cooperstive associations, etc.
A Head Office for lienagement of Estetes was responsible {or trustec
administration of confiscated and abandoned estates; it operated through
e far-flung regional orgenization. Collection and distribution of
agricultural products wms in the hands o:i the Central jAgricultural

Burcau, comperable to the Gernon Reichsstellen; it had branch offices

2ll over the country oporating with the help of the farmers! coopuretives.
If the established quotas were not delivered by the farmers, the Germans
resorted to rendom confiscation.

The corporative organization of the vconomy in the General Govern-
ment consisted of o Centrel Chamber end four District Chembers, ecach of
which was divided into four functional sections: industry and trade,
cgriculturc, forestry, and lebor. These svcetions, in t.m,; were sub-
dividod into groups. ittachced to the Chambers werce Foreign Trede
igencivs and Centrel Offices for Public Orders., Sclf-administrotion of
busincss was uscd only in & limited degreec as an instrument of government
control,

f. Sequestration of Proporty

Industrinl and cormercisl enterpriscs in the Genercl Govermaent
were to a large extent tekon over by the Germans, partly by the General
Governuent cdministration directly (which organized for that purpose the

Bnterprises of the Genercl Govermaent Corporction) (Werke dus General-

gouvernomonts)'partly by Gormen Tirms which set up branch or subsidiary

firms in the region. To induce German businuss to establish itself in
the Generel Government, Germen fimms were considered as Gurmen subjects
and were governed by Germen leaw, even if their legel scat was in the
Genceral Government.

Confiscation end sequustration of privute property was conducted
on o wholesale scale; it wes dircoted by the Trustec igency Division

(ibteilung Treuhendstelle) of the General Government administrotion, with
ﬁﬂ

field offices supervising the caninistrotors appointed for individual
cnterprises. This scotion w.s originelly o ficld office of tho

Houpttreuhendstolle Ost in Borlin organized under the Four Yunr Plen. 1/

i/ GBring Decree of 1 flovember 1909, Deutscher Ruichsanzelger 1939, No. 260,
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The Trustee /gency Scction took over propurty of owners who either werc
absent or were not recognized by the Germen rdministretion, all property
of the Polish state znd other public bodies, and all proporty owned by
Jews in Poland. In eddition, privete property of non-Jews was sceques=

trated by act of the district chiefs in agreement with the hcad of the

Trustue jgency if scquostration wms declared to be nocessary in the
pubiic intorest. The property of the Polish state was transferred to
the General Government; Jewish property vns sold outright. The Gormens

sot up & Corporation for Liguidntion of Trustuc Property (Treuhandverwcr-

tungs GmbH) to dispose of confiscuted property by way of salc or lonsc.

4, The Sovizt Territorios

. General Principles

In the occupicd Sovict turritories, which included the former
Beltic States, governmental ecuthority wans exorcised by the German [ony
as long os the front line was ncer, and was tronsferred into the hands
of German civilian agencies when this step scemed wnrranted by the progress
of the armies. The orgenization of cconomic controls under both types
of adninistretion was, however, to a large oxtont identicel ond so were
the moasures put into operction. The uniformity of policics, mecsures,
end organizetion was achieved through the close cooperation of military
and civilien uconomic'agancics, which were ofton staffed in leading
positions by the same parsans,.and by the usc of wrrious orgenizntions
as excecutive ngencies by toth the militery end civilion occupation
euthoritics.

The objoctives of Gormon occupation policy in the Besvern territor-
ics can be suwerized os follows:

(1) Theseort tern objcﬁtiva wes the nobilizetion of rcsources for

the inmadi-te purposes of the wrnir.
B (2) The long term objective wns the orgenization of perrrnent
colonization and control of the region by the Germun Reich.

Bxploitotion of industrial and egriculturel resources cnd of
notive labor wns cerried much further in the Esstern territories than in

the other occupied Buropean linds. The besic difference in the respective

policies ndopted Ly the occupction power wes demonstreted, moreover, by
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its cttitude toward native political cnd economic orgenizotions «nd the
way in which property and civil rights were handled. In German eyes
locel adninistrative agencies in the Soviet Unica were not regorded as
reliable for colluborative govermaent. This principle,and the fret that
the ‘country was stripped of sdministrative personnel, E!’were used by
the Germans as justificetion for denying the local population self-ndmin-
istrotion and for reducing the country to the status of & coleny adnin-
istered and exploited without regerd to the interests of the populution,
Aan entirely new adninistrative orgonizetion wos built from the ground up
to the highest level; the structure of the economic organization wus
redically changed by the transfor of sll powers ond property rights inte
Germon hends.

The point of departure for the cconomic meusures token by the
Germans wes established by the fact that orivete property in industrial
and agricultural instollcotions cnd land did not exist in the Sovict
territories. In view of this situstion, the Reich estcblished itsclf as
the inheritor of Sovict property. Industricl cnd comnercisl enterprises
were §berated by trustees and furns by state or cooperctive orgrnizations,
or tenent formers. Bven in the Boltice countrics, where nationalization of
industry cnd soil wes of recent date, private property wis cdmitted only
with'ruspect to smzll shops, whereas poasants continued to be regarded
by the Germens as tenants of the lend they cultivated.

On this foundetion of state ovmership, the Nezis built o system
of cconomic controls in WhiCh~RUiCh authoritics coopornted with corporeate
orgenizeations of Germen cconomy. This system assured the highest degroc
of vconomic sxploitation end prepured the ground for unrestricted penetra-
tion in the future by German privete business. Transfer of ommership into
privete German hends vms promised for the post-wer period and thus the
operction of industrial installcotions in the Bast for the cecuunt of the
Reich Government wes nade even nore ottractive to Germon firms. Reprive-
atization of srnll shops and industries in the Baltic territorics during
the leter period of German occupation was used os o political weapon to

invite collaboration, but control over the economy did not pass out of

E/ Neue Ordnung, 29 jugust 1943.
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Germon honds.

b. Orgonization of Beonomic Adnministretion

The ccononic oxploitetion of the Bastern territorios wns directed
by the Delegete for the Four Yecr Plen , who cmployed the territorial
adnninistretion as oxceutive cgency. In the territories under militery

ndninistrotion, the so=called [amy Reer Zone (rldckviirtiges Heerosgebiet),

the [rny Cormander wes supreme cuthority, but the chief of the cconomic

scction in his stoff, cntitled Economic Leader (Uiirtschoftsfilhrer), reported

t5 cnd received instructions from the economic branch of the Supramd
Conmiend of the Armed Forces. This agency, in turn, mointeined constuﬁt
licison with the Delsgte for the Four Yoer Plan snd ~ther civilion Reich
autliorities. Tho economic bronches of the militery cdninistrotion in

the Jrny Reer Zone were thus interrcleated wiith the Reich coencies formu-
loting econonic poiicius.

#.

i%& o loter period, the Supreme Cormend of the jomed Forcus osteb=

lishod the Beonomic Staff Dest (Wirtschaftsstel Ost) to handle cconomic
affoirs in Bastern territorios under militory rule. Loented in Berliﬂ,
the Deonomic Steff Best was o nmilitery cgency but coopercted cespeciclly
clossly with such civilien cgencies ns the Economic Planning Staff in
the Reich Ministry for Occupicd Bustern Territories. l/.;ftur the Beononie
Steff Ecst ves sstublished, the Econonic Leaders beceme Economic Tuspoc-
tors ond operated cs heads of the regionel sgencies of the Beondmic Steff.
At the same tince, they ccted us licison officers between this agercy and
the lilitary Cormcnder of the territory.

The ixmy Rear Zone wes divided into three or four Bconomic Inspec-

torates (Tirtscheftsinspection), nenely the Zconomic Inspuctorate North,

Beonowtic Inspectorate lilddle, Econonic Inspectorate Siuth E/’nnd,fcr a
gshort puriod, the Zconomic Inspectorate Coucasus. Their edministrotion
wes orgrnized into séverﬁl functionnl depertrents (Chefgruppen), decling
respectively with econonics, ngriculturs, lebor, forest and timber,
promotion of industry, ond vocsation treining, end (in the E.I. South

only) Doaectz mines. The torritory of each inspectorate wus divided into

1/ Ostwirtschaft, jugust 1942,
_/ Frenkiurter Zeitung, 25 June 1943,
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sevoral arcas administcred by Bconomic Cormands (Wirtschaftskommendo),

also organizcd into functional depertments (Gruppen) with a few local
branches.

In the territorics under civil administration the Reich Uinistry
for Qccupicd Bastern Territories (hereafter roferred to as the Zastorn
Ministry) was s@éerc authority. The Bastern Ministry was divided into
soveral dopartmonts, one of which doalt with economic matters in generel.
In addition, therc wes a special soction for the administration of property

called "trustee adninistration" (Treuhandverveltung), another for tho

administration of monopolics (licnopolstelle), and an officc of the General

Ldvisor (Referont) for Boonomic Qucstions. The chicf of the economic
department had an important position in the linistry for Economics, where
he hendled cconomic afifairs of occupied countries. The c¢conomic departe=
ment of the Eqsto?n lMinistry wes orgenizoed os the Economic Planning Staff,
paralleling tho military Economic Steff Bast. Both agencics were staffed
to & large degrec by the same officials. The policics applicd in the
toerritorics administered by civilian and military agencics were thus fully
coordinated, under the dircetion of the Four Yuer Plan 0ffice. l/

The Bastorn territorics undor civil administration werce orgonized

into two Reich Commissariats (Reichkormisscaiet), once called Ostland,

the othor Ukraine, which, in turn, wore divided into several Gunorol

Commissariets (Genorelkomnissariat) cnd further into regionel Commisscriats

(Kommissariat) .

Certain cconomic tasks were carricd out in the DBastern territorics
by orgenizations operating dircetly under the respoective Reich egencics,
particularly the so-called tochnical servicos. Trunsportation, construc-
tion, power exploitation, and similer activities were outside of thc‘
Jjurisdiction of the Bastern Ministry. /ilbert Speer, s Inspoctor Gonorel
respectively for Roads, Vater, Power, and Construction, catabl;shod a
Technical Cantro} foicu Ostland.which supervised the Technical Offices

engaged in railrosd, highwny, weterway, and similer construction work, in

i/ Doutsche Bergwerkszeitung, 13 jugust 1944.
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close cooperation with £he Orgenizetion Todt. These matters were pleced
partly under one regionsl manazement, Railroed operation vas controlled
Ly the General Trafric Arency Iast under the Reich Trensportation Hinistry;
the postal service was héndled by & division of the Reichspost. Lliost of
these agepcies déleﬁated officials to the staff of the civilien ednin-
istration‘to establish liaison, in & sinmilar vey as they were represented
on the staff of the military adninistration. As far as simanent produc-
tion in the East was concerned, direct controls were exercised by the
Speer liinistry through the Armement Inspectorstés Ostland and Ukreine
and the subordinsated Armement Comwnds and field offices. These
Armement Inspectorates arc not to Le confused with the Econonic
Inspectorates in the Arry Iiecr Zongc.

Native povernment agencies with oconomic branches vrers
established only in the formerly Baltic territories. Thiey were given
limited functions consisting only in the adninisgtration of the controls
establishod by the Germans, particularly over labor anc agricultgral
deliveries. In effect, these agencies were not even called “"eovernments."
The hierarchy of economic control agencies was besed almost exclusively
on the Germen officials and businessmen transferred to the Best and on
"rucinl" Germen settlers who were employed in the lower ochoelons.

Govermmental sgencies refreined from exercising direct control
to a much greater degroe thoan in the Reich, largely becauso the Germnns
usced newly estallished public enterprises,usually cclled Dastern or
trustec compmnies, as executive agents. The compsniocs were given a
nmonopolistic position in n specific branch of industry, trade, or agri-
culture and were ontrusted with cdnirnistrative duties, ospecislly the
control of production snd distiibution. The employees of the coupanies
woere in many respects regarded os public officials; they wore uniforms
end enjoyed verious privileges and speecial protection. The key componies
wore founded by Reich authorities, perticularly tho Office of the Delegate
for the Four Year Plan snd the Ministry for Bconomics, together with the
Hiniétry for Occupied Bastern Torritories. In sone instances, these
Reich suthoritios worked in cooperation with corporative organizetions
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of German economy. In this way the functional control ugencics werc
tied in dircetly with the Reich agencics intercsted in this particular
trade. The key companics, which founded regional and functional sub-

sidiaries, operated both in the military and the civil administrative
zones. Closest coordination with the territorial authoritics on the
regional level was achieved by appointing officials of the Comuis-
sariats, as chiefs of the company subsidiaries operating in the arce.
With the exccption of some property items entrusted to individuals or
firms, or used directly by govermment agencies, trustceship over all
Reich property in the Eastern territories was in the hands of the
monopolistic companies. Gorman industrial firms signed contracts with
the trustee and oporated entorprises for account of the Reich.

Inasmuch as the monopolistic organization of business cxcluded
the setting up of competitive entorprise no cartels developed, but
the Gormens organized all industrial cnterpriscs of the Ukraine and
Ostland in economic associations. Theéu associutions acted as control
organs of the administration and planned, direc¢ted, and controlled
production, rew material supply, and distribution of industrial pro-
ducts. The associations comprised not only the private enterpriscs
operating on leascd Reich property but also the monopoly companies.
The leaders of the associations were part of the administration and
acted under supervision of the territorial authorities. In the Baltic
districts, the Germans revised the native chambers of commerce and
delegatcd a few functions to theom.

The agricultural monopoly companies had the vital task of sccuring
delivery of agricultural produce. Their territorial organization fol=-
lowed the pattorn of the general edministration: the officials on the
lowest level. supervised the native aldermen of the villages, who con-
trolled tho sc farms which were not operated directly by the coméany.

c. Techniques of Ixploitation

(1). Agriculture

The first measurcs after tho occupation consisted in the
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taling over by special military units of all public and community-owned
real estate and collective farms, thc_introduction of rationing, and
the prohibition of the free sale of agricultural products. The confis-

cated real estate was declared Reich property and put under trustece
administration. In the Baltic districts, and to a very limited degroc
nlso in tho other regions, part of the land wns later returned to
privoto manaromnent by conversion of collective farms inte individucl

or cooperative holdings. The title to this land was, however, rctoincd
by the Reich. The lurger purt of tho agricultural lund, and speci-
fically the state furms, wms operated dirvetly by the Huich ns its
special economic property. A Public Land administration Company

(Landbewirtschaftuncsgoscllschaft) was established with branches for

the Ustland and the Ukraine, to administor stete farms and undissolved
collective farms and to control farming on individual and cooperative
plots. Its fivld agencics served as exccutive agencics of the terri-
torial authoritics in matters of agricultural control; the chiefs of
the district and regional offices of the Compagy were ot the same time
offieicls of thou Genoral and the repgional Cormissariats and handled
their agricultural matters. County officiuls opurating under the
reglonal were attached to the native locel administration. In the
Ukrainc, the county officials supcrvised tho menagers of the state farms
and the leaders of so-collud basc points for collectiive and coopura-
tive farms, who in turn cmploved anative nldermon to control individual
furms. In the Ustland, the county officinls used the furmer organiza-
tions as control organs. Theo latter were intograted into the native
adninistrntion system. CGerman control wes excrcised not only fromn the
outside but also from within inesnuch as the Germon-administered farms
had membership rights.
Apriculturel controls beeanc alle-cmbrtcing through the operations

of tho monopolistic Central Truding Company East for Agricultural

Produce and Supplics. (Zuntralhandc1sgesullschaft' Ost fur

LandvAirtschuftlichen Absatz und Bedar? Gmbh.)l This compeny was

s - — e —_—

l. Diec Landware, 9 January 1943,
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supervised by the agencies which regulated agriculture and trade in
the Reich; +the Reich Food Estate, the Reich llinistries of Economics
and of Finance, the Delegate for the Four Year Plan, and the Reich
Group Trade. Its head was a high official in the Ministry for

Occupied Eastern Territories and, simultaneously, in the Economic Staff

Fast. The Trading Company operated business brunches and purchuse and

supply offices both in the military and the civil administered zoncs;

in the Ukraine it operated through subsidiary companies. General in-
structions were issued to the Trading Compuny by the Eastern Iinistry
end the Economic Staff East, but its field offices aclso received in-
structions from the Reich Cormissars and the Economic Inspcctors,
respeetively. The ectivitics of the Trading Company consisted in
collection of agricultural producc, supply of sceds, machinery, fucl,
cte., to farms, and trustee administration of food processing indus-
tries., In accordance with dircctives of the Delecguic Tor the Four

Yoar Plan, German firms were often employed under & centract to run
food processing cnterprises for the account of the Trading Company.

&t a later poriod, private firms from the Reich were cmployed to take
over collection points, wuarchouses, and local supply offices und to
operate them for account of the Trading Company under control of the

regional officials of the Land Administration Company.

The collection of ogricultural products wes handled in the

following way. & farm operated by an individual or & cooperative group,
had to dcliver a specified minimum quantity of the product. In addition
to cash puyment for quota deliverioes, premiums were paid in co:swnption
goods Tor cxcess deliveries. On collective and state furms the whole

production was collected and wages paid to the workers. In order to

force farmers to incroase their deliverics, industrial products were
very often sold only to those who delivered morc than their quota.

The monopolistic position of the Trading Company and its subsidiaries,

as woll os the monotary inflation mede this methoa very cffective,

The organization of forestry and timber production was typical of
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the metliod of coordinating specilic scetors in the Dastern and the
Roich economies. lative personnel, and in the Baltic regions, native
ageneics(called Forestry District Directorates) werce cmployed in the
administration of forests. These sgencics end employees were supervised
and directed by forestry scctions in the territorial administrution with
a liaison section in the Reich Forestry Office securing coordination
with Reich policies. Production of timber was in the hands of private
German firms orgonized and controlled by the vcenomic administration of
the civil and military authorities in tho same way as the industrial
firms.
(2). Industry
Aftor theo occupation of Soviet Russian territory, German

militaery units took over all industrlal proporty ovmed by tho Soviect
statoes, public corporations and associntions, and also the property

of Jows and absent owners. Industrial enterpriscs wrerc declared port of
the Reich's economic property. A decrce issued jointly by the Ministry
for Guoupied Dastern Territories and thoe Delegate for the Four Year

Plan reserved the appointment of trustec administretors to the Reich
Cormissars. administrators were-appointed from among individuals, -
business firms, or trustee companies. Production and distribution of
spirits and tobacco were declarcd tho domain of the Goneral Management
of Monopolics.

Small trade, handicraft and industrial onterpriscs in the Baltic
territorics were permitted to opereote under private ownership. Theso
entorpriscs had never been fully nationslized by the Soviots; morcover,
the Germans did not consider thesc ontorprises attractive enough to
varrant ossuming trustecship over them. Subsoquently, the reprivas-
tization of such cnterprise was uscd to attract the collaboration of
the native clement. Innsmuch as the ovmors had tb appoint specifiod
manngers or accept other obligations, Germah control vms not diminished

by the transfer of property rights.

The Germans considercd the objective of industrial cntorprises in
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the Bastern torritorics to be the production of ruw and semimanufictured
materials for use in the Reich rather than of industrial goods to be
used locally. Production tasks were set by thc economic brunch of the
Supreme Commend of the Armed Forcos tad the Delegate for the Four Year
Plan, as well as the 1;tter's_subordinate, the General Inspector for
Acquisiticon and Use of Raw Materials in Occupied Territorics. The
armament Inspectorates Ostland and Ukraine and the Sub-ordin&téd Con=
monds acted as field offices of the Armament Ministry in matters of
armament production in territorics under civil administration, wherecs
overall control over industry wns cxcroisced by the territorial cuthori-
tics, the Bastern llinistry, and the General and regional Cormissuriats.
In the military zono, all control powors were held by the Dcononmic
Inspcctorates and Commands.

The territorial authorities cmployed the monopolistic trustce
companics, as well as corporative organizations of industrial wnd
business firms as executive ngencies. In the Ukraine, whero only
German firms operated, industrial enterprises were organized in a

number of economic associations potterned after the Gorman super-curtels

{Ruichsvcroinigungen)l Supervised by the Reichskommissor, the cartels
exercised compieto control over production, supply of row materials,
tools, etc., and the distribution of industrinl products. Their chicfs
formed part of the public administration. Somewhat diffcrent was the
organization of the oil industry which was controlled by the lineral
0il Agency Ukraine, and of the Rubber industry which was controllcd by
the Rubber Ring Ukraine., Both industrics werc superviscd by the

Roichskommissar., In the Baltic territorics, both rogional cconomic

shambers and functional economic associations were sot up, headed by
a fain Cconomic Chamber for Ostland.? The lcaders of these orgeniza-

tions were appointed by the Reichskommissar who .delcgated control powers

1. Europa-Kabel, January 1943.
2. Ostwirtschaft, September 1942,
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to them. The native Directors and- Couneilors in the Baltic territorics
were «.lso supposed to handle ceonomic nutters, but their powers were
very much restricted.

The Reich agencics in charge of Germon industry were dircectly linked
to tho control over industry in the Bastern territories by their partici-
pation in the trustcc or Dastorn companics. These public cntorprises werc
organized by the Office of the Four Yenr Plan, the territorial cuthoritics,
tho lleich Agonecics in cherge of industry, and the corporative organizations
of Gorman busincss which had an intercst in the spceific industrial brench.
ilost of thesc cntorpriscs operated both in the eivil sand military zongcs,
ecither fron their scats in Berlin or through subsidiary trust companies
in ocuch General Cormissuriat.l  Gthors werc established for operation
in o cortain territory only, with thiir scats in Borlin or in the East.
Each trustee compeny had & monopoly of troade end production in its line
of business; it administered the industriol installatieorns in this line,
but cntrusted & private German firm or its own subsidinry with tho
oper«tion of the plants. The General Tenagement of !Monopolics also was
authorized to turn plonts over to Gorman firms. The German firms which
undertook to send persomncl and nochinery to the Bast te operate Reich

property wore called "patron firmse"™ They manufacturcd for the account
of" the trustee ageinst a cortain paymont stipulated in the contract and
were promiscd first considcration when efter the war the plants were to
bc turned over to private hunds. although ovmership in industrial
enterprises did not pass out of public hands, German industry esteblished
itsclf in = dominating position under the cover of nanegement for the
Roich.

The penetration of Germean busincss firms inte the wholeselce and
retail trade in the occupicd East was virtuelly unlimited. In the retail
trade, threec typss of shops were adnitted to business. The Germen shops
set up by Reich firms supplied German entorprises and individuals, whera—‘

as private shops,in the Baltic territorics, end communel shops,in the

1. Pariser Zeitung, 8 aupgust 1642,
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other parts of the USSR, served the native population. UTholesale trade
in the Baltic territorics was iz tho hands of Gormen fime and of & fuw
native and mixed enterprises. Each of those firms spocielized in a
curtain linc and operated in all Baltic districts. In the other torri-
tories, however, wholesale trade wﬁs entirely roscrved for German firms.
Some cof thesc specialized in particular products and covered the whele
territory; others, called district firms, had general trading rights
within_n limited district. To be authorized to conduct trading activity
in the East, a Gernman firnm had <o sign a contract with the trustce conpany
which supcrvised and premoted cormeroe in a given territory. The trustec
conpanios (two or threc at verious tines) werce subordinutud to the
Viirtschaftseinsatz Ost GmbH., a compony founded by the Delegate for the
Four Year Plan to organizc the supply of consumcr goods for all pcrsons
working for Germuns in the East. This company &lso orgenized tho
supply of maturianls and muchincery for industry ond handicraft, produced
locally or imported, collected ond uarketed scrup muterial, cooperoted
with ﬁnsturn companies in orgenization of consumer goods industrics,
and controlled the fereign trade of the Bustern territories. Several
Tirms from Humburg and other Henscotic towms were given monopolistic
positions in the foreign trade between the Baltic torritories and
Scundinevia, as compensation for their loss of overscas trade.

(3). Finance
(a). Currency. During the first pericd of occupation
rublce currency was allowed to circulate. Local expenditurcs of the
German army were Tinanced by the issue of occupotion noney called

Reichskreditkasscnscheine., This moncy was declared lugal tender ot o

fixed oxchange rate to tho ruble which depreciatoed the latter currency
considerably. Luter, all cxcept smell denouinetions of Sovict noncy
vicro withdravm fron circulation ond rupiuced by occuptiticn currency or
a new local noney.

(b). Reichskreditkasson., The generel policics of these

banks were directed from Berlin by & central office attached to the
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Reichebank.l  The individual institutions were, however, established
by doerce of the Supremc Commend of the irmy. They were controlled by
the military commander in the operation zone, by the eivil authority in

the eivilian zonc.  In the beginning the Reichskreditkassen scrved not

only as soldiers' end Army banks, but also as fiscal agents for the
torritorial authority and as general credit institutions. In the Ustland
and the Ukraine their functions were taken over by central and rogional
banking institutions founded by the Germens. In the Army Rear Zenc, the

Reichskreditkasson continued to operate s military banks and as

contral bunks for thc new "cconomic banks," described bolow. Roichskredit-

kossenscheine continued to be legel tender all over the cccupicd

territory. _

(e)s Cesntrel Benks. The Eastern Ministry in coopera=-

tion with the Reichsbank set up & central bunk in the Ustlend cnd a
contral bank in the Ukraine. Over-nll banking pelicies were dirccted by
the Reichsbank, which delegated officiels to mannge the now institutions.

The Reichskroditkesson oxisting in the twe territorics and their local

branches werc incorporated inte the contral banks. The ustland bank

did not issuc & loeal currency, but put the Reichskreditkassenscheine

into circuletion which it recoiwed from the head office of theso

inshitutions.? The Ukraine bank, on the other hand, issucd a local

curroncy the unit of which was called Karbowanctz.® The assocts of

beth institutions consisted chiefly of Reich bonds and other claims
ageinst the Reich and Reich institutions, ond of clainms against the
torritoriel authority. In the military zonc, no contrel bank wes cstub-

lishod, but the Reichskreditkasscn served as the central bank of the

loeal institutions.

(d). General Banking. In the field of commercial banking
the German policy was not consistent. After having set up a number of

local banking ond clearing institutions to sdpplcmeﬂt the existing Relchs-~

kreditkscsen, and heving encouraged the reopening of founding of private
institutions,

1. Die Bank, Berlin, 30 Scptomber 1942.
2. Bonlomartschaft, 1943, Issue 1l.
3. Frankfurtor Zuitung, 1 Junc 1943.
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the Germans later decided te concentrato cormerciel banking in the
hands of a fow larger German-controlled instituticns and fo closc tho

other banks. IHonopolistie institutions, called “"cconomic bunks"

(Wirtschaftsbanken), were founded by the nilitery wuthority in the opera-

tion zone, and by the Reich Commisser in the Ukrcoino., Thesc banks con-
ducted general benking busincss in speeific regions, accepied deposits
from local authoritics, institutions, cntcrprises, and privatc depositors,
advahccd credit to the cdministration ond to business onterpriscs, col=-
locted taxes, cte. They tock over all oxisting crcdit institutions
oxcopt the savings bonk and crodit conporatives. The vconomic bunls
bolonged to an adninistrutive orgsmization of their ovm and forned o
clearing association with tho help of o Ountral Eeoncmic Bank. The
oxcess rosorvogs of tho ccononic banks and of the snavings ond cocpera=-
tive banks were deposited with the Central Jank in the Ukraine, and @

Roichslkreditkassce in the Ostland. In controst with the state-ovmed

banks in the nilitary zone and the Ukrainc, privato German bunks opercted
in tho Baltic torritorics;l +4wo Berlin banks cstablished subsidieriecs,
and ono opercted a branch there. In addition, o corperative bank

(Gemeinschuftsbank Ostland) was founded by the Gernun authoritics to

scrve as & clearing bank and financial cenber of the noative credit co-
operutives and savings banks.

(4). Foreign Trade and Exchange.

‘Foreign trade of the Bustern territcries, with
countrics other than the Reich, was conducted by monopolistic Germon
firms in cooperation with privete banks, on the basis of compensation or
barter agrocments which specified that imported goods had t¢ be paid off

the
ot oncc by exports of domcstic products of/ﬁamc valuec. No clearing

clains resulted from those transcctions. Trade with the Reich was net

subjeet to cxchenge restrictions,but cach of the General Commissariats

1. Industria, Stockholin, 26 Septonber 1942.
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and tho operation zone werc considered as territoricl units with

scparate currcney (although Roichskreditkassenscheine circulated froely

in and betwoen these torritorics)1 Poyments to and from the Reich were
carricd out through clearing accounts. In this woy it was assured that
the Ostland, and probably the cother territories too, had an adverse
balance of payments with the Reich and were debtors of the Gernan

Clooring Officc. The reoason for this developnent consisted in the high

contributions ccllected by the Germuns under the title of occupation
costs,which oxceded cven the value of exports to the Reich and of goods
purchased ond conswacd on the spot by the Gernman Lray in the Bast. In
eddition the German firms, public &s woll as private onterprisos, oper-
ating in tho Bustorn territorics tronsferred their sizable profits te
tho Reich, and the Gernen nationals cmployed in the Bast had their
salarics paid at hone, to the debit of the Eastern clearing accounts.

(5). Financial Centrol as @ leans of Bxploitation

Duc to the cxtensive purchascs and confiscations of
local products by the Gernman autloritics and ontorprisvs and the lack
of adequetc supply of industrial goods and cven foocdstuffs for local
consunption, antive farncrs and workers were unsble to spcn& in official
narkets their incone, low as it was comparced to the situstion in the
Reiche. The pepulaticn was not inclined to deposit unspendeble monoy in
savings &ccounts, but hoardod or used it for purchascs in black narkots.
Current expenditurcs of the Goraan authoritics,as far as they were not .
covored by taxation,wecre finunced by issuance of new noney. The locnl |
expenditures of German firms for cxpansion of their enterpriscs werce

inanced out of credits oxteonded by the banking systum. This liberel

finaneing of German cexpenditurcs resulted in o stecdy inecroeesc of the |
nmonoy circulution &t a timo when no goods were evailsble through regular
channcls to cover the basic nceds of the population. Price controls in
the sphorc of goods for native conswipticn were inefficiont. Eventually
the legal currency wes refused by natives in thoilr ovm denlings and ro-

pleced by goods for which there was gencral-‘denend, such as liquor.
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Geruan countoermeasures were inofficicnt since the basic conditions ro-
nained unchanged. C;n the coﬁﬁrury; the Gerntns had to acecpt barter as
the basis of thoir own operntions ﬁith the nutive population bocause the
letterdid not consider money as on cdequate mcﬁns of payment. To farmers
who filled or cxceded their delivery qudta and to werkers who rosched

or cxceeded the mim'..mwn outpli the Germans issued c-cr'tii"ice.tcs cntitling
the holder to purchasc Goﬁds of deily use., The Germen authorities werc
thus forced to incrcesc scnovhat the share of the national product in
the Enstorn territorics vhich wus nade availeble by then for. consumption
by the native populctior. This chengo in their pelicy was coﬁsiﬂorcd
justified only bocausc othermrise the productivity of labor would have

fallen off consic‘:urubly.l

—— — ——

1. Benkwirtschaft, 1 Septomber 1943.
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5. Balkan countries

a. General Statement
After occupying Albania, Greece, !ontenegro,and Yugoslavia

the Germans set up puppet rogimes closely controlled: by the German
military administration. Thu amount of euthority held by the native
govermments changed frequently, but in economic matters Germen controls
were alwoys very strict. Continued and unrestricted supply of agri=-
culturel and industrial (especially mining) products from thc Balkan
countries was of paramount intercst for the German war economy. This
fact vas reflected in the sclcction of econonic cxperts for lotding
positions in thc German administration. An outstanding cxamplc was
tho casc of the former IG-arben offiecial, Hermann Neubacher, whe
became Special Gorman Envoy of the Foreign Office for the Balkans,
attached to the Military Commandor Southeast, and Speceial Delogatc
of the Reich Government for Economic and Financial llatters in Grooce:
another exaaple was the nppointmenﬁ of General Consul Franz Weuhausen
as Plenipotentiary for Bconomic Affairs in Serbia, under the Delogate
for the Four Year Plang MNeuhausen was attached to the !ilitary Com-
mander of Sorbia, and later become chief of the Military Administration
Southeast.

German economic controls in the occupied Balken countries were
exercised cither through dircet action of the economic departments
of the military administration, through the appointment of Germng
commissioners to supervise the native adninistration, or by the as-
sigment of German officials to key positions in the direction of these
agencies, To secure delivery oi agricultural products, for instance,
the Germnns used mostly direct control ond requisitioning methods;
they nalso took over most mines ond opercted them by military fornmne
tions (technical battalions), the Orgunizntion Tedt, or German
1

mining companies. Germen army personnel operrted the Balkan railwiys

l. Greek egriculture, mining, nand industry wore directly controlled by
the German militrry adninistrotion.
Deubsche irtschnftezeitung, Junc 1944,
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or at loest closely supervised the netive rnilwny personnel. The notive
administrntion branches in churge of economic affairs, prices, cte., the
nntive banks of issuo, and the agencies controlling priv~te brnking were
controlled by German officials.

The follewing description of Gorman ccoronic controls in Scrbin
m~y be considered as representotive of the pattorn enployed by the
Germans in all occupied Balkan countrics.

b. Serbia

The purts of Yugoslav territory esteolished by the Germons os
the State of Serbia were pleced under military administration which ot
first vos hended by o commanding genernal for Scrbin. Later the arca
formed part of the Southenstern command., German cconomic controls vere

centered in the hands of Geonerrl Consul Fronz iffeuhnuscn, £ NSFK Ober-

" "
gruppcenfuhrer, whom the militery commnndor, as well ns Zoring as

Y

Delegnte for the Four Yeoar Plan, appointed"Goncrrl Commissioncer for

BEconomy in Scrbial (Genernlbovollmﬂchtigterfﬁi lirtschaft in Scrbicn).l

Yy .

He also was commissioncr for the Urc lHining Industry in the Southeast
under Ggring. At thc ond of 1943, Neuhausen bocane chicf of the wholc
military administration in Serbin, octing under orders of the Gormon
digh Command and thc Delegnte for the Four Year Plan, with several other
Reich agencics cooperating in making policy decisions cbout Serbian

cconomy, tmong others, tho Reichsbank as organizor of the Reichskrodit-

kassen. The overeall coordinution of policies of the military admini-

strrtion with the dircectives of the supreme Reich agencies was very

*plain in this specific cesce. Wevertheless, Neuhousen compleined in his

reports to Ggring of contradictory orders cmonating from Reiech agencies
interested in the Serbian economy.

The general objecetive of Gormen cconomic control in Scrbin was
the same as in other occupicd territorics, nomcly, nccording to the
formulation of & Germen writer, "to have all econonic and industrinl
capabilities of the country contribute to assuring & full supply of

foodstuffs for the Buropcan continont out of Duropeen production and

1. Das Acich, 27 August 1944,
RESTRICTED

o ———— —— =



- 63 - RESTRICTED
to strongthen the contincntal war potential by development of Scrbian
industrinl facilitics".! Tho methods of control cmployed in Sorbis dif-
fered from thosc used in the Western European countrics under military
administration, nor did they roscmble tho system of colonial sdministri-
tion omployed in Russia. The besic prineiple wns direet control of thc
Serbian cconomy exercised through iTeuhauson's qffico as well as through
German officials, civil servants, nnd ccononic specialists, who werc tp=-

pointed to key positions in the notive ndninistrotion. In addition,

German industry took over the mest important Sorbian mincs and industricl
plants. The Serbian cconomy was thus controlled in a way compertnble to
that used in the Protoctorntc and to « lesscr degroc in the Genoral
Govermoent. |
The Germon adninistration set up o detailed erop plun for Serbia
and the farmers were forced to comply with planting regulations. Speeific
quotas for delivery of agricultural products worc sot up for oach farmer
or for whole comunities and were cnforeed by the Geeman authoritics.
German officinls took charge of controls affceting mining and industry.
Germen policies regarding price and wago control, governmont finnnces,
taxotion, and credit metters wore put into offoct by Scrbiun agencics.

Forcign oxchange controls wore oxereisced by the Ifilitary Deviscnschutz-

kormendos. A Serbicn lNotional Bonkz wis founded,operating under control

of o Gormon commissioner. It issued a noew Serbion dinar curruncy in

cxehange for Yugoslav notes and Reichskreditkasscn notos clreulating in

Sorbis. Aluminum-bronzc coin was withdravm and sent to Germony. dn
Office for Bonk Supcrvision was nlse sot up and worked out & reorganiza-
tion plan for Scrbian banking, which was put into effcet with tho help

of the administration. The number of banking institutions wes restricted
rnd German banks jointly with their Austrian affiiintos acquired control
of the leuding Serbien institutions, bteking over mmong others the in-
terests held by Czech bunks. Neuhauscen himsclf becanc chairman of one

of these bonks. Strict control vms oxorcised over ceredit activitics of

l- Das Roich, 27 August 1944,
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the banks. All credit institutions were orgonized in the syndicates in
order tﬁ'cnlnrgc the sale of govermnent bonds. In the Scerbian insurcnce
trado, furthernore, German and Italian institutions acquired large
interests.

apart from agriculturc, it wos Scrbian mining which censtituted o
nejor objective of Gorman attention., !Most of tho mines dunnged during
hostilitics were Bhortly brought back into oporation, with tho help of
tho Organization Todt (UT). The Germans initiated cad partly coarried out
o considornble oxpansion of mining, ore processing and refining fneili-
tics, construction of power plants, rocds, ctc., but the lack of lcobor
and scbotage of mines, bridges, and other trensportation focilitics roe-
duced thc output of orec. Gernan private cntorpriscs also participnted
in thce oxploitation of Scrbian nining resourcos, tfequiring ovmership or
taking the mincs over for trustoc uanngencnt. The list of thesc firms
included the GHring, Prcussag, Honfcld, and Kruppcombines; o now
conpany, the ingnesit Stidost iG Berlin, was Tormed to oporate magnce
site nines owncd by Serbian and French interests. -

"The "aryanization" of Jowish cnterprises was another instrument
for the ponctration of Geriun business inte Sorbia, but cven non-Jdowish
firms were token over by the adninistretion if they werc considered
important for the war cffort. .& census of Jewish proporty wos takon
and formed the basis of its liquidation with the help of the Stote
Mortage Benk., The proceeds were talkoen over by the German military
cdministretion "for regulation of vor denage and other claims of citizcns
of the Reich." The disposal of Jewish proporty was consideored important,
because of its effects on the fubture cconomic structurc of the country;
it was reported that Goring coopcrsted dircetly in this matter. Tho

organization of racial Germans (Volksdeutsche) in Serbia had a large

part in the "aryanisation" procedures.
Foreign trade was fully controlled by the Germen authorities, which alse
took pert in trade ncgotiations with  the Reich and other countrics.

Serbie had tc increasc exports to the Reich and, by German order, also
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to cther countries. & Gernan-Italinn agrecment -fixed the sherc of

Serbia's agricultural exports which the Itelians were to get, and Italy

assuned ccriein obligations to supply Serbia with industrisl products. r
The Reich received agriculturcl and mining products from Serbin and
supplied her with raw matsrials, mining‘equipnent, and agricultursl . |
noechinery, predoninantly destined for expansion of the industrics
working Tor the Reich directly or indircetly. Serbia acquired consider-
eblo claims in the German-Serbian clearing acgounts as a rosult of o
favorable export balance; by the end of 1943, the totel clains amounted
to 9,800 nillion dinars (490 million RZ). ©n the othor hand, Secrdbia
wos debited in the books of the Gernan Cloaring Bank for the amounts
claimed by Croatie and Bulgaria out of cepitel transfers. Until spring

1943, increase of Serbian cxpoert prices was practicclly offsot by higher

Germnn oxport priccs, but, later, inflation in Serbin proceded ot such
n pt.ece that increase in Germon clenring debts wms partly due to higher
Scerbian prices.

Sorbin had to pay occupntion cests to the Gormans, tho amount of
which was increascd due to greater nilitery activity and elsc to higher
prices in the country. Tho monthly rote in 1941 was 240 nillion dinors;
by 1943 it had inecrecnsed te 2 billion diners rmonthly. The Sorbiar adnin-
istration incrensed taxcs ond flonted scverel loans to financoe thesc
poymionts, but the greater part had te be covered froa advauces by tho

orbian Nationnl Bank. .s & result of this policy, as well as
¢f the fineneing of cxport cleins ageinst Germony out of centrel

bank credit, note circulaticn in Scrbies cxprnded constantly ond reached
25,500 nillion dinars at tho end of' 1943, cs against 4,200 nmillion
dinars in June 1941, The cffect of this uxpansion was an inflation of
prices vhich caused the Gormans many difficulties.

Serbia's contribution to the Gorman war cffort censisted not only
of poods supplicd and servicos rendered te German troops in Serbia and
of oxports to the Reich, but alsc of deliveries of foodstufls, building

naterinls, mochinery, snd sorvices rondered (especinlly reilroed
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transportation) 4o CGerman military and pere-nilitary organizetions in
neighboring countrics, such as aArwy supply scervices, engincering scrvices,

Air Foree units, Organization Todt, coustruction offices located i

fa

™,

Germany, the Gencral Government, Bulgaria, Creatis, Greece, cte. These
exports were not paid for through the cleoaring but out of Serbian currency

received by the Germans a&s occupation costs, or out of Reichskreditkasssa

notes which wero not supposed to bo issuod in Scrbia but hed te bo ac-
cepted therc as payment and exchanze by the Hational Bank. Ceortein
services had to be paid for by the Sorbien administrotion in addition

to tho occupntion costs. This cxploitation of Scrbia recachod such pro-
portions that the German Pleaipotontiary for Seoneny conplﬁinod in ono

,of his reports to Ggring that Serbia in rolation to its productive copabi-

litios vms contributing more than othor states in the Southeost.
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D. Indircet Econonic Control

1. Introduction

Goermany did not consider the occupention of the Viestorn Buropcan
countries eithor as n~ permanent stoge or oven as o step toward incorporc-
tion or anncxntion of the respective territories. Where spceific
districts were slated for annoxation they werc incorporatcd de facto
shortly aftcr occupztion. Eor this rcason, cccnomic oxploitation of the
licstorn Europcan countries was carried out by methods basicnlly difforont
from thosc used in the East, cspeeially in Poland and Russic. The
Gernens did not assunc dircet conmtrol of the oconomic 1lifc in the Viest
tnd did not usurp ovnership of industricl plants cnd landed preperty.
Lport from the taking of wor bootyswhich in the Viest, too, scems eften
to have transgressed the linits sct by interncational law, the Gernons
"purchased" thore all the supplies they wented to cequirc. Duc +o
thoir intricatc syston of financing thesc purchascs with loans and con=-
tributions the result was the same as in the Bast, nrmely cxploitation
in fovor of the Reich.

The basie nethod wpplicd by the Germans in controlling " estern
European ccononics to malze this exploitotion poseible was that of in-
dirvet control through the usc of netive ndninistrations and organizo-
tions for purposcs of economic control of occupicd countries. In a few
scctors of the cconomic structurc the Germon authorities considercd direcct
control s being wvital for their interosts, but in general they abstained
from establishing oconomic contrel orgenizations of their own. They re-
licd on native authoritics who were made ready to collaborutc by extensive
changes in the lending personnel and were reorganized in nost eascs
to fit the German purposcs. The reoorganization consisted in nn oxten-
sion ol controls exercised by the native authoritics, and in the setting
up of corporative orgznizntions of agriculture, industry, and trade,
fashioned morce or less after the Corman pattern. The German occupation
suthoritics kept the native agencies under close suporvision and dirocted
the lines of their activities, placing oflicials in key points and rc-
serving for them the right to poss on covory important decision.
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The existence of an unoccupicd zonc conplicated the Germen controls
in regerd to the French econonmy. In order to cxtend thoir domain into
unoccupied France and especially. into the rich TFrench orth ufrien, they
hqd to roly on the cooperation of the Vichy government. In return for
this favorable attitude, thoy granted concessions in politicel and ceonoa-
ic mattere, for cxemple, admitting Vichy legislature and adninistrative
ncasures in tho occupied zone (subjoct to prior approval by the German
authoritics). The instrument for German control in unoccupicd Franco
and North africa wns the Gorman -srmistice Cerinission sct up to supervise
cxccuticn of arnistiee terms in both nocupicd and unoccupicd France. Tho
Corraission acted os intoernediary between the Fronch adainistraticn and
the German commtander in France. Camplaints of the Vichy pgovermment
cgainst actions of the Germen cccupntion authoritics were proscnted by
the French delegation to the Commission in liiesbaden end the Germans
presented their claims to the ¥reach,often using threuts or deciding arbi-
trarily whet the French werc to do in cxccution of the Armistice
Convention far beyond its literal provisions.

The method of indircet contrcl had a numbor of cdvantages for the
Germans. First, it reduced their nced for trained Gormon personnel,
« few specialists worce able to supervisc and direct the work of a
native control agency, caploying o large native staff, with the sane
efficiency which a German-staffed ageney would have developed. Sccond,
the possibilities of friction with the broad massos of tho pepulction
were reduced by the simple fact that nativo officials took over the ©ech-
nical job of implementing Germen dircetives by dircect ection. Third,
the offic? acy of controls was incrcascd by tho collaboration of native
individuals in inportant positions, industrialists, governmmoent officicals,
cte. Fourth, the amount of forcc and prossurc necessary to assurc
compliance with Gormen orders was reduced by clevor mancuvering of the
Germen authcrities betweeﬂ native partics, groups, and individuals.
Fifth, in the coasc of France an extension of German influcnce into non-
occupicd territory ond especially North «wfrice was scourcd by the ncthud
of indirect control.
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Collaboration of native clcoments wi.s thus a nuccssary clement in the
German cconomice control of Tostern Duropeoan territories. This collabornﬁ
tion wes sccured with thrects of confiscation of property and deportaw
tion, with promises of favorablc treatment of the ocecupied country or of
specific industrial branches, and with bribes in the form of spucicl
privileges accorded to firms ond individuals. Less tangiblc but ne less
influential, there wes the threatoning exemplc of the Bustera torritorics
in which Germany had not hositafod to assumo full and dircet control of
the cconomy. Turthermore, there was in meny coses a commmunity of inter-
csts if not of idcas between sone n.tive industrialists and businessnmon
and the German overlords; but in most cnsss tho sinple desiro to pre-
serve the ovmership of the plant and also to prevent the omployed
workers from losing their jobs and boing doported to Gormony cxplains
o willingness to collaborate in the form of accopting German orders, ctece.
But these factors would still not hove boon so c¢ffective were it not
obvious that Gormeny wos cble to assurc the supply of row materinls nce-
cssary for continued operations and to pay for the work donc. This
factor wos bescd on the German control over the distribution of doemcstic
and forecign raw moterials, one of the basic points of the German schone,

and on the German ability to wanage unlinited domostic means ¢f payment,

another vital point.

The extent to which Germany rosorted to direct control or applicd
any of the pressures to sccure nore colléborntion depended to a large
extent upon the activity of the native resistance movemont, on thoe one
hand, and on the intornational and nmilitery poesition of tho Reich, on the
other.. During the period of Gormony's mexinun strength, collaboraticn
of native govermment agencics, autononous organizations of industry, and
industrialists wns sccurcd without much difficulty in many countrics;
whon the 4llics scored politiesl ond militery successcs ond o higher
ccononice effort‘bocamo nccessary for Germany, the native resistanco
movenment in meost countrics vms strengthened and German leadership socas

to have slowly lost confidonce in the rcliability and cffcctivoncss of
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the collaborationists. The slogan of the Now Urder in Burope gradually
disappeared from the language of Gurman propagande and was replecced by
the idca of the common fight against comaunism, cte., in which the other
Buropean nations were obliged to join and if nccessary were to be forced
to (ive assistonece, c¢specially in the cconomic ficld. In this woy, it
bocanie more obvious that the basic German idea vaos actuelly to cxploit
those territories and their inhabitants in fovor of the Germon cconomny
under the sole objoczive of achioving & maxinun contribution with o
rninimum of c¢ffort on/b:rman side. Un the whole, Germen cuthorities scoem
to have preforred to transplant factorics ond workers and transport raw
matorials to Germany, instead of manufacturing the product in the occu-
pied country. They abstained from doing this whon for cconomic reasons,
such as location of raw motoricl sources, transportition difficultics
and similar factors, it was imperative to continuc production on the
spot. ihen the German labor supply was depleted by the increacsing
induction of German workers into the wrny, more foreign labor was con=
scripted for work in the Reich. TForeign industry was thon forced to
"concentrate" and close down mony plants.l

2. First Bcononic Heasurcs.

an
. The moasures offbcanomic character teolken by the German .y

commances in the initial poriod of occupation of Viestern Buropoan
countries followed this pntteru:z

a. Reichskreditkasson were established and the currency issuod by

them was declared legal tendor et a specified conversion rate to
the native currency.

b. The military nuthorities wore empowered to inpose duties
payeble in cash.

c. Cortain commodities were subjoct to immediste requisition and
sales of consumer goods were restricted to the usual volume.
Owners of requisitioned goods had to declare their stocks to
the authorities while refraining from non-authorized sale or

disposal. This order was in somo countries implemunted by

l. Pariser Zeitung, 26 July 1942.
2. verordnungsblaett of Military Commandor in Berlin end
Horthorn France (VBl-Belg.) passiu.
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the establishment of special military agencies to control the distribu-
tion and consumption of certain goods.

d. Supervision of industricl, agriculturalyand forest production
was placed in the hends of Gorman euthorities who, however, usually or-
dered the native authorities to continmue functioning and assumed control
over them.

to

e. DLxports and imports were subjccted,/control by the occupation
authorities.

f. All commercinl and industrial enterprises were ordered to con-
tinuec operating; temporary administrators wore appointed for entoerprises
whosc owmners or managers were absent,

g+ & ceonsus of industrial capacitics was taken by the Armament
Commands.

h. Prices and wages were frozen at the ostabiished levels.

i. Germun property seized as encmy property by the defa&ted nation
was restored to the former ownmers. .

jeo Military material and stocks held by the state werc declared
war booty. Under the same title, the Germans confiscated all'manufac-
turcd products, and frequently thosc products in the process of manu-
facture held by private firms which were working on armesment orders
for thc state. The firms were ordcred to stop production. All arma-
mont progrums in progress werc listed.

k. State-owned plants werc stripped of machine tools and raw
meterials. Specisl machinery for armoment production was in some cases
only sealod and put under the control of the Armament Commands.

These measures differed only in form from those applied in the
Bast (except Russia) and Southeast. Their main objective, apart from
the taking of war booty, was to facilitate immediate cxploitation of
the conquered territory for the benefit of the German Aruy. This ex-
ploitation took the form of requisitioning, according to German needs,
of supplics held by civilians and piivate enterprises, and of services

of the local population. Another important objective was the resumption
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of work in industrial plants and othcr fﬁblic and privatce enterprises,
which was considercd as a méuns of sccuring peace and order among the
urban population and as an-instrumcntnl stop in the efficient utiliza-
tion of the countr&'s resources. Prico und wege control and the issu-
ance of occupation currency completed this program from the financial
side. Penetration of Germuu capital, although initiated by the reestob-
lishment of German investments and property rights, became an objective
of the policy only at a later period.

3. Recorganization of Native Institutions

a. Govornmont igencics

At the timo of the Germen invasion, the orgunization of statec
cconomic controls in 2ll occupied territorics was inadequute if compared
with the far-roaching powers which the Deich Government excorcisod over
Germen business, - In order to apply the principle of indircct control
the Germans had to reorganize the government agoncies handling cconomic
motters in each occupicd country. The powers of the Germuon-controlled
native administration over nutive business were enlurged and public con-
trol functions centralized in such a way that native agencics became
suitable tools for dirccting the national c¢conomy. In this way Germen
control wus simplificd and the number of control posts and Germun of-
ficials necessary to fill thesc posts was reduced. Vhen reorgunizing
govérnmont controls and cgencies, the Germans, of course, also subordi-
nated thom to the cconumic sections of the occupation authorities, set
up so &s to duplicate the upper brackets of the native administration.
At the same time they ropluced wuncooperative olements in the native
adninistration with, from their point of viow, reliable ones. 4lthough
the gencral principles of the rcorganizetion were identical in all ter-
ritorics under discussion, the resulting pattern of ccononic adninistra-
tion differed from country to country and was often modified, during the
course of the occupation, bocausc of changes in the politicel and econom-
ic situation and the German objoctives. The most common modification wus

that the powers of control were transferred to corporative organizations
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of native business and industry cstablished upon Germen initiative end
more or less according to the Gorman pattern.

Once native agencics had been reorgsnized to fit the German nceds
the occupation authorities transferred to them exccution of many of the
control powers takcn over immedistely after invasion. Decrees ond regu-
lations in regard to control of industrial and agricultural commodities
issued by the native authorities in agrcoment with the llilitary Governor
were doclarcd to have the character of regulations implomenting the
respective control decrces issued by the occupation authority.l

The reorganization of the govermment agencies handling cconomic
matters-in ssverul of the occupicd Wostern countries may be bricfly
described. For examplc, aftor occupation of the Netherlunds, the
functions of the native govermment burceus dealing with the distribution
of row materials were expanded and the entire trade and industry oend
shipping were subject to their control. The govermment burecus, how=
ever, wore deprived of most of their control functions as soon os Dutch
business had been orgenized in cquorativo assgpipﬁiops in accordance
with the German pattern. In Bolgium, the Germans deeided to control
business through the Secreturies General, permament civil servants who
in peacc-time conducted the various departments of the government under
dircction of the ministers. The powers of these officials were enlarged
considerobly after the occupation, partly in wviolation of the Belgian
legnl code. This was true particularly of the law of 10 Fobruary 1941,
by which thc head of the Ministry of Lconomics was given the right to
exercisc almost complete control over the economic life of the country.
Beforo this law was issued, the Secrctury Ggneral of Economics had
already established a number of Central Commodity Gffices which took
over the control of the distribution of raw nmaterinls from the Gorman
commodity offices, &nd were also cﬁarged.with supervision of industrisl
production. The Commodity Offices operated according to orderg of the

German authorities, with whom they kept close contact. A Service for

— - — ——

1. Deerce of Military Governor in Belgium and Horthern Fronce of
5 Hovember 1940 published in VBl-Belg. of 9 November 1940, issue
No. 21. _
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Distribution and Stocks was formcd to direet the supply of consumcr
goods according to orders of the 'iinlstry for Economics and the !Ministry
for ipgriculture and Food, undor immediate supcervision by the Germen
authorities. Production of agricultural goods weas put under control of
the Hinistry for sagriculturc ond Food, which used as cxeccutive cgoncy
the corporative organization of agricultural producers.l

After the outbresk of the war, the French state sot up & systoem of
government controls over industry and agriculturc, based on cooperation
of govcrﬁmont agencics with agricultural ond industrial associations to
which various control functions werc cntrusted. Tollowing the armistice
in 1940, tho Vichy government created a central allocation board for
row materials under the Ministry of Production. It consisted of twelve
scctions donling with groups of commodities cllocuted to industrial
uscers. Purchase, sale, ond usc of certein materials wes subjoet to con-
trol. The:board und its sections, though supervised by government com-
missionecrs, werc not staffed by civil scrvants but by lecading employccs
of French industry. Thc scctions operated in close relation with
the organizing committees of the industry. The French Government further

o - . . ] . . . =
sct up a Delegation aux Relations Nconomiques Franco-illemandes within

the Paris branch of the French Treasury to coordinate all negotiations
o%?iéonomic character betwecen French and German authoritics; this
Dolegation kept in close touch with the Dconomic Department of the
Military Commander and the Teononmic Delegotion of the irmistice
Cormission.

In Yorwny, too, state control over busincss was extended after the
Germon invasion. In 1942 the Minister of Lcononics wes authorized to

closc non-essential enterprises.

b Corporative Orgenization of Business

In the Reich, statc control of the vconomy depended for ef-
ficient and economic functioning upon the cooperation of the controlled
individuals organized in compulsory associations of the corporative and

cartel types. The Germons tried to apply the principle of delegated

— _——

l. Scoc Section 5,
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control powers and of industrial end agricultural self-administration
also in the occupied territeries, especially those which were highly
industrialized. Tho basic idea was that the structure of controls would
thus bc assimilated to that in the Reich and German control simplified.
Moreover, the Germans scem to have hoped to secure full support of tho
collaborationist groups, cspecially so far as big business was concerned,
if they increased their power :in the econony of the respective country.
Thoy instigated, therefore, in all Viestern occupied countries,tho cs-
tablishment of corporative organizations of agriculture, industry, and
trade nccording to the German pattern. In the Reich, however, these
orgonizations took ovor from the stitc most of the production and dis-
tribution controls and opcrated under their own responsibility, though
under ordecrs of the Reich agenciecs. The corporative ‘organizaticns in
occupied territorics,on the other hand, wore mostly empleyed by the

a
state only in an advisory capacity, excreiscd only/?bw control func-

tions as delegates of the authoritics and had hardly any control powers
under their own responsibility. The reason for this development vas
politicnrl. Dven collaboration of industrialists, though often fere-
reaching, was always precarious and doubtful, and the Germans did not
darc to cntrust the native organizations with jurisdiction without dircet
control by the state and mostly alsc the occupation authority. Within
these limits, however, corporative orgnnizations werc set up in all
Tiestern cceupicd, countrios.

The French Government of the pre-Vichy period uscd industrial
nssociotions to socure smooth mobilization of the nation's industry for
the war. After the armistice, so-called committoes of organization -
morc thon & hundred in number - were set up by the Vichy Government to
control production in specific industrics. The Hinistry of Industriel
Production appointed the members of the committeecs usually from lists
nf businessnmen prepared by the manufrcturers in the ficld to be con-
trolled. ..s a result of this practice the leading producers werce
presented in the committees. Each committee was headed by an ex-

coutive dirceter controlled by a govermment commissioner. The
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committee conducted a ceonsus of industrial capacity, stocks, and labor
supply, organized production and standardized production methods., Their
advice in price matters was frequently sought. They were authorized to
closc plants, transfor laber, cstablish production programs, supcrvise
distribution of raw materials and cquipment, allocate markcets, rcquire
the usc of special kinds of equipment, and collect contributions fron
operating plants to pay indemnities to the owners of closed cstablish-
nents. In the allocation of raw materials they acted as intcrmedivries
betwieen the industrialists and the central allocation boards, the
government agencies in charge of distribution of materials. Their
dceisions were doclarcd binding for the members of the particular in-
dustry. The Vichy Govornment also set up & corporative organizatizn of
the agriculturel producers on local, regional, and naticnal scalcs.

Of all occupicd, but not incorporated countrics, it wus in the
Hotherlands that the participation of corporative busincss organizo-
tions in z2concmic controls was developed to the highest degrece, al-
though it nevor went as far as in the Reich. .11 corporative orgeniza-
tions opcrated on the basis of the londership principle. Leadcrs wero
appointed by the superior organization end German influence was oxor=
cised through contrel of the eppointment of key men teken from the
Dutch Nczi Party.

«ll Netherlands enterprises (cxcopt in agriculture) were organ-
ized by the Nazis into six main groups: industry, handicrafts, trode,
banking, insurance, and transportation. Each of thesc mein groups
was divided into trade groups and subgroups, as well as into local
divisions. : Council for Industrial :ctivity sorved as thc top orgeni-
zation of the groups as wﬁll as;%ic regional chembers of commerce.
agriculture and fishing belonged to an organization called Landstend.
The industrial groups took over many functions from the Netherlands
Government agencies, cspecially thc control over the distribution of
rew matcrials.

In Belgium, manufacturers and dealers in industrial products had
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to belong to corporative associations called groups. :The groups covered
industry and trade from the first processing of raw materials to tho
completion and reteil sele of finished products. lain groups, trade
groups, and subgroups werc set up to represent the chicf industries,
their branches and subdivisions. The functions of the groups wore mainly
of an advisory nature and in this capacity the groups werc cmployed by
the native government agencies as well as the occupation authorities. il-
though sometimes exccuting orders which werc entrusted to them by the
autheritics, the Belgian groups did not play & role in the control of
industry comparable to thot of the German industrial groups.

In H?rwuy, the agriculturcl orgenizations were foreibly amelga-
moted into a netional association led by Norwegian National Socinlists.
« corporative orgenization of industries,trade,and busincss was nlso
sot up. Tho leaders werc appointed by and rosponsible to the govern=-
ment, but their functions were little morc than of an advisory
character.

4, Orgenization of German .gencies

The Gormen agencies hundling ccononic mattors in the occupied
countrics of Vicstern Europc con be divided into three categorics: the
econonic branches of the German territorial suthority; the broanches of
Reich agencies exercising cconemic controls; and the procurenent and
liaison agencies acting on behalf of the Reich.

. Econonic Branches of the Territorial suthority

i.s far as economic controls were concerned there wms no basie
difference in the orgenizoation of tho ageneies set up by the Germans in
and under
the territories under nmilitary govermont /’ civilian administraticn,
The head of the cconomic scotion on the adninistrative staff of a mili=-
tary governor had responsibilities comparable to those of the Commis-

sioner General for Finance and Deconomics in the Netherlands, or of the

head of the Chief Economic Division in the Norwegian Reichskommissar's

office. In accordance with the principle of indirect control, the

Gernon cconcnic administration, military or civilian,was &s a rule
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organized sc &s to dupliecate the higher brackects of the native admini-
stration, the heads of which were made responsible to the occupation
authority. Close contact was cstublished between the German officials
and the native officianls handling the same matters, usually by housing
both in the same office building. Germen officials were appeinted to
control direcctly all agencies which had a stretegic position in the
regulation of the economic life of the country, €eBes the agcenecics
distributing rew materials. Vhoerc scmi-official national ageneics, for
example, the national bank of issue, were concerncd, Gernen advisors or
commnissioners werc delegated to supervise thoir opercntions. The occupt-
tion suthorities, furthermore, put Gorman civilimns in charge of vnter-
priscs owned by Jews, cnemy aliens, and blacklisted nationals, and in
somc cascs of ontcrpfiscs engagod in production for Germsin account.
Those¢ commissioners were rusponsible to the German authority but had
no civil service status.

In some respects Gurman agencies assumed direct economic controls
for cxample, control of transportuaticn in France was handled by the
cconomic section in the military governor's administrative staff and

foreign cxchange and trade control by special Devisenschutzkommendo

units. XNetive personnel, however, was often used in subordinate
positions.
The military governor of rance organized in 1942 a special

Supervisery Office (Uberwachungsstelle) to enforce compliance of

Gorman agenciecs and individuals with pri&e controls and regulations
restricting dealings in merchandise and to initiate prosccution of
those who took part in black market opcrutions.1

b. Branches of Reich .gencies

i.lthough basically economic controls were excreised by the
occupation authorities in accordance with generual orders cmenpting
from Berlin, a number of Reich agencies exercising economic controls
were represonted directly through field offices all over occupied

Western Burope. Some of these field offices were indepeﬁdent

— e ———— e ———
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1. "Besonderc Lirtschaftsenordnungen" (¥rence), issues37 and a8.
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the local governor or commander, others were under the jurisdiction of
the territorial authority,and their officials werc attached to the
staff of the governor or commender, although operating on behqlf‘of thé
Reich agency. .‘

To tho first category belonged especially the ..rmament Inspecctor-
atés and Commands, and in France, their regional center, the liar Economy

and armament Steff France (V/ehrwirtschaft und RUstungsstab), in 1943

rcnamed srmemont and Procurcment Stoff (Rhstungs und Beschaffungs Stab).

These agencies acted as linison offices between the Reich agency to
which they were subordinated (at first the Veapons Gffice in the
Supreme Commend of irmod Forces and after 1942 the Ministry for .rmements
and War Production), the occupation authorities, and the native industry
working for the German account. They also exerciscd dircect control
over industriel firms engagod in war production.

.nother agchcy independent of the territorinl authority was
the German srmistice Commission, its centrol inspcctorates, commis=-
sioncers and ficld offices.

To the sccond category of field offices belonged (1) the repre-
sentatives of.the Delegate for the Four Yoar Plan. GOring appointed
a special inspector for control of raw materiels in France,l and estab-
lished a branch of thce Four Year Plan in Holland and similar branches
in other territories. These delegates and heads of sub-branches were
attached to the staff of the occupation authority,acting there as

representatives of Goring; and (2) the Reichskreditkassen,which were

also subjecet to the orders of the militery commander in the ficld,al-
though they werc organized and direccted by the mein office attached to
the Reichsbank in Berlin.

c. Procurcment and Industrial Liaison igencics

«~Tter the scizure of var booty had lost its initial inportance,

purchasing offices, missicns, agenis, e¢tc., operating on behalf of

P

1. Inspector zur Erfassung und Einsatz von Rohstoffen in Belgicn und
Trankrcich (Sonderanordnungen of llilitary Governor in Belgium and
Northern France Ho. 26 of 20 Uctober 1940).
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government agencies, industriel orgonizations, and privete firms were
the main instrument through vhich the liestern Buropean countrius werc
exploited for the bunefit of the Geran war mechine and tho eivilian
cconony of the Reich. The mukeshift cherzcter and the complexity of
the economic comtrol schome of the Ruich wvms reflceeted in the lack of.
offective coordination between the cetivities of the numerous Reich
agoncicslnnd orgenizations which sent reprcsuntativoa‘on purchasing
missicns into France and the other occupicd countries. Speeial.agon-
cies were set up in cuch of the major industrial countrics to covordi-
nate Gernan procurement nctivitics,'but rnet with little success, as .
wes indicuted by verious reports as well uq}%Lu esteblishnent of now
agencies with the sumc objecctives. The follewing list of ecgencies
operating in the field of purchasing in Fruncc mnight be considered as
char&cﬁuriséic for the situation in the other liecstern Buropoan
countrio?i

(1). The German Procurement Uffice in France was organizod
in September 1942 by the military governor's office and the Reich
Ministry for ..rmuments and liur Production to coordinate and super-
vise the activitics of the German purchasing missions.

(2). The Contral Order agency, orgtnized in 1940 as joint
agoncy of the military governor and the War Economy and wrmament
Staff Paris, passed on all except the smaller contracts which Gorman
agencies or firms placed with French manufacturers.

(3). The Liaison Office France ucted as information center
for Franco-German business, supergoding the former German Chember of
Commerce in Paris.

(4). Purchasing offices under various names were set up in
France by the War Lconomy and sarmement Staff France, later the
Armament and Procurement Staff Frencc (the French representative of
the Speer llinistry), by the procurenent division of the German ..rmy,
Havy and wir Force, and by the procurement office of the German

samed Forces. In addition, the military units and orgenizations
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stationod in France operated their own procurcment services, especially

the Oberquartiermeister (Chicf Quurtermaster) France under the

Oberquartiermeister Vlest. Tho S5, the Urdor Policec, the Urganization

Todt, the Reichsbahn, and the Reichspost also had procurement offices
in France.

.nother agency was the Zentra-Kraft Puris, the Central Field

Office for Supplying Hilitary Hetor Vehicles in Occupied Torritorios;
e. branch of the OKW.1

Some of the ccononic czers operating under Hitler or under
the Delegate for the Four Yoar Plan were ropresented in Fronce
through ficld offiszes. doing procurcnent work: included were the General
Cormissioners for lfotor Vehicles, for Choaical Productio;fjaor Pro=-
duction of ilachinery, and tho Central Offices for Generators and for
Powor. -dditional groups wore tho liain and Working Committeos
which organized the production of woapons; the corporative organiza-

tions of German industrios intcreosted in farming out contracts to

French firms; the Reichsstellen which controlled the distribution

of basic materials in the Reich. . liaison office was ulso estab-
1ished on behelf of the oversll organizetion of the German cconowy.
Finally, many German firms had local representatives in France
operating on their behalf as purchasing agents or controlling French
firms which manufactured tho, same product as the German patron firm.

5. Exploitation Eg‘ugriculturo

Germen military units stationed in Tiostern Duropoan countriecs
were supplivd fron local foed stocks and production as far as was
considercd expedient by tho cccupation euthorities. In addition,
most countries hed to export foodstuffs to Germany in quantitios re-
quested by the CGermans, sometiiies in agreemont with the native
asuthorities, somctimes by unilatcral ordor (Diktat). The dogreé fo -
which the Germans reduced the standard of living of the native

population depcnded on political and cconomic considerations and was

1. "Besondere Anordnungen fur die Jersorgung," Supreme Cormander Viest,
Wne. 117, Paris, 9 flarch 1942,

RESTRICTED




- 82 = RESTRICTED

thus subject to changes in the coursc of tho war,
s & first step, the military comaander of a German army oc-

cupying & country issued a decrce by which all agricultural products
as well as cattle were subjuct to requisitioning for Gernen-acoount.
Considerablo amounts of foodstuffs and cattle were immediately cx-
ported to Germany, or were confiscatud for use by the occupying troops.
in tﬁo later poriod, German demands were filled in a more systenmatic
woy with the help of nutive govermment cgoncies and farmer organiza-
tions. .. food declivery and rationing systen was put in operation,
and German .rmy units or nembers purchascd foodstuffs and nceds in
accordance with permits issucd by nilitery agoncios.z Gonnﬁn authori-
tics excreised in nost countrics a great eriount of control both in
the central agencics and on the loeel level, and never relinguished
the right to interfere dircetly and to cover their nceds by
rcquisitioning.3

In the office of the military governor® or Reichskormissar, a

large section was engaged in organizing the cxploitation of agricul=-
tural resources of the particular country. The Reich Food HMinistry
delegated to this section its cxperts who, before the invasion, had
studied the food position of the liestern Burcpean countries. The
scetion worked out & plan for deliverices of agricultural products to
the Uerman .rmy and for exports to Germeny. The program was pre-
sented to the local authoritics cither directly or, in the casc of
Demmark, through diplomatic chumnels. Roquests for deliveries from
non-occupicd Frence were prescnted through the srmistice Commission

in Viecsbaden. .gricultural cxperts were also attached to such regionsl

1. E.g. Decrec of 20 iay 1940, VBl-Belg., p.23.
2. VBl-France, Issuc 30, 20 .pril 1941,

3. BE.g. Decrce of 27 May 1940 (Verordnungblatt of Military Governor
in France, Issue 2, published 10 July 1940)1
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agencies of the German authority as the Kommandanturen in France. The

regional agencies were notified by the central office as to the amounts
of foodstuffs which they were to receive from the agricultural organi-
zations, purchasing commissions, or producers in their district.l If
the deliveries did not come up to the quota, the local commanders used
direct pressure to secure compliance with the plan. The pressures in-
cluded the allocation of seeds and plants dependent upon full delivery
of quotas, or outright confiscation.

The German officials developed a progranm aiming at expansion of

agricultural production. In France, the Germen agricultural
leaders tried to organize the joint use of machinery end controlled
deliveries of each farmer with the help of special acccunts similar
to the system used in the Reich. Farm lands in the "forbidden" zone
(that is, out of bounds for non-military personnel) in Northwestern
France weré considered abandoned land and turned over for administra-

tion to the Reichsgesellschaft fur Landbewirtschaftung (originally

called Ustlandgesellschaft) attached to the military governor's of-

fice. This company had two million hectares under its management,

but only = smali part was cultivated directly, with the help of French
and Bastern labor.2 The greater part-was turned over to French
farmers controlled by the company. Large-scale farms were set up to
meke the use of machinery economical.

The native agricultural administration was as a rule expanded
and supplemented by compulsory farmer, distributor, and processor
organizations patterned aftor the German Food Estate (Reichs-
nahrstand). Official programs specificd what erops were to be
sown, ascertained the average yield and prescribed delivery qudtas
for cach farmer. Regional end national marketing associations en-

dorsed with the power to organize and supervisc distribution and

1. Deceree of 21 August 1942 ("Besondere Virtschaftsanordnungen")
(France) ,issuc 46.

2. Frankfurter Zeitung, 15 iay 1943,
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processing of foodstuffs operated in most countries. This control
orgenization was in some countries initiated by the Germans, while
in others it emanated from thc native authorities, but the basic
reason was always the pressure of Germon demands and requisitions
which nccessitated the husbanding of available resources. German
requests for foodstuffs were translated by the central authoritics
into regional delivery programs,and regional delivery quotas werc
sct up for each commodity, including cattle for slaughtering. The
regional authorities established quotas for each farmer in their
district. In mony cascs spocial supply contracts were dravm up be-
twoen regionnl farmer organizations and the military procurement
agencies; for example, supply of German troops in France with fresh
vegetables and fruit was organized with the help of an association
of farmers and dealers in such a wuiy that individual suppliers
werc assigned to cach German procurcment agency. A similar proce=-
dure was uscd with respecct to deep sex and coastal fishing; special
pernits were required for fishing vesscls® and the Gorman Army re-
coived o quota of cuch catch, part of which was used by the local
garrison and the rest turned over to the army supply services.

The coxistence of over-all supply plans did not clways protect
the native furmers from indiscriminatc requisitioning. At times
confiscation of food stocks by local commanders or even individual
soldiecrs reached such preoportions that Germen supply programs were
upset. Reserves had to be diverted to cover nceds of Army units
which werc supposed to be fed from stocks requisitioned by others,
and the Germans occasionally had to allocatc their own stocks to
foed the population. In Denmark, at one time, the Commander of the
GPrman Army threatcned to court martial Army or Police units, or
members of such units,who purchused cattle without pormission of
the Chief Quartermasters. The Danish ilinistry of Agriculture noti-

ficd all fermers of this decrec and adviscd them- to show the Germen

- - — — -

1. Dcecrece of 1 December 1941 (VBl-France, Issue 50).
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toxt to German soldicrs who sought to violate it.

In order to cope with thc difficult supply situation resulting

from German domands, notive authoritics established in all countries
o morc or less rigi& food allocation system. German civilians rcsid-
ing in occupiud countries, although subjeet to réstrictions, received
speeial rotions cquivalent to those distributed in the Reich and
higher than the rations of the local population.

6. Exploitation of Industry

German control over industry in occupiod territorics in the
1lest monifested itsclf in three vmys:
a. Distribution of raw materials was directed by the Germens.

b. Industry worked to a very large oxtent for the account of
Germany.

¢. German business acquired ownership and finuncial controls

over industrial cnterprises, and German commissioners were

appointed to many other plants, cte.
German control over raw meterinl distribution,together with the con=-
trol over lebor supply, transportation facilities, end possibly
credit facilities, was instrumental in foréing the industry of a
country t§ devote most of its nctivities to working on German con-
tracts. In this manner the immcdiacte objectives of German control
were achieved: the industricl population was kept at work (which
was desirable for political roasons) and the production fueilities
of the defeated nations were cxploited in favor of the German war
effort. Ponetration of German capital was rather a long range ob-
jective. Although considerable progress was made, there is evi-
dence that German authorities refrained from pushing ahead very fer
in this direction, evidently bocouse they feared that such &
téndency would reduce the industrial product available for the Reich's
wer cffort.

In order to secure & maximum contribution of the occupied

countries in Western Durope in terms of industrial products, the
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Germans had to compromisec in various respects. In many cases they
secm to hove cxerciscd considerable restraint in regard to the ex-
tont of their roquests for specific goods. It was obvious that the
production facilitics of liestern Zurope could be utiliZGd by the
Germans only if the working population was more or lcss pacified. .
Conscquently, o minimum of ‘supplics was made available for civilian
consunption and the upkeep of the plantsand other installations. Con-
trary to the systematic evacuation of plunt and matcrials during the
last period of occupation, the Germuns, in the beginning, had no in-
tention of destroying industrices which they considered would be usce
ful for tradec after the war. In o few cases thoy cven assisted
native industrialists in building new plants which fitted into tleir
scheme of planncd cconomy in continental Burope. The product of
these plants was, of coursc, largely intended for German consumption
and German industrialists cxcercised technical control and.prcpared

for future acquisitionof capital participation in the new plants.

a. Control over the Distribution of Rew !aterials

(1). Control Agcncics

Stocks of raw materials of strategic importance, such
as non-forrous metals, oil, or diamonds, wcre at once confiscated by
thc occupation armies or at least blocked. The stocks taken from
public property were declared war booty, whercas private owners re-
coived compensation in the form of occupation moncy. To control the
distribution of special raw muateriacls, it was docreedlthct these
materials would be sequestrated by the German authorities,and &
special license was required for their sale, purchase, or processing.
This procedure was analogous to that applied in the Reich proper when-
ever & category of materials had been nowly subjected to regimentation.

In Belgium, the scquestration docrec was published by the mili-

tary commander only ten days after tho start of the }_mstilities.2

l. B.g. Decroc of 27 llay 1940, VBl-France, issue 2.
2. Deeree of 20 lay 1940, VBl-Belg.,p. 23.
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Vithin a few days the Germans set up special agencies to direct the
distribution of the scquestrated commodities. As soon as collabora-
tion of the native administration was sccured, however, the German
ccrmodity agencies were replaced in most rospects by native offices,
but for some moterials the Germans kopt dircet control in their own
hands. The Gurman Military Commender was also the only authority on-
titled to license the closing down and cxpunsion of cxisting enter-
priscs or the foundation of new ones.! The native offices in Belgium
werc subordinated to the Belgien llinister of Economics as well as to
the cconomic division in the officc of the chief of military edministro-
tion.? Tho commodity offices worc orgunized by branches und territorics.
In thc German administration a similar division by branches wus capried
through, in both the office of tho military governor and the offices
of the commanders of territoriul subdivisions, For example,thc cc-
onomic division of the militory administrution branch of the

Oberfeldkommandantur in Lille weus divided into a numbor of scctions

dealing with spucific commoditics,corresponding to the scetions in
the military governor's office. The division covered, howuver, only
those industries of importance in the Lillc Region. Native offices
and German agencics werc often located in the sume buildings.

The duplication of organization made it possible for the Germans
to dircet efficiently the distribution of industrial matericls while
&1l routinc work was handled by tho native agencics. Bach commodity
office was assisted by advisors and counsclors, as well as by a
committee staffed by representatives of the corporative trade associa-
tions of industry, handicrafts, utc.' The commodity offices controlled
the consumption of raw materials and dirceted the production and
distribution of industrianl goods through the issuance of licenses
and the ecstablishment of & system of priorities. These powers were

usod in accordence with the over=allplens set up by the German

- ——— i — e ——_— . —— A,

1. VRl-Belg. 1942, ». 67, ) -
5. Decree of § idovember 1940 (¥Bl-Delg. Io. 21).
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authoritiges for the utilization of the industrial resources of each
country. Consequently, raw materials were in the first place allo-
cated for export to the Reich as well as for products manufactured
for the German account. In many industrial branches the plants could
release only a small part, if any, of their production for domestic
consumption.

The organization of raw material controls in the other occupied
countries in Western Zurope differed from the Belgian set-up only
in a few formal respects. In the Netherlands, for example, distribu-
tion of meterials, handled at first by German agencies and later by
native government offices, as in Belgium, was eventually transferred
to the corporative industrial groups. The general principle of raw
material control throughout Testern Durope was that native agencies
dia the routine work in accordance with Germen instructions, the
ke&men being in close contact with officials of the military goverror
‘or Reich Cormissioner.

The offices of the occupation authorities, however, had not
the onl& say concerning the distribution of raw materials. The
German Armament Inspectorates, which controlled industrial produc-
tion for the German account, and the Central Order Offices, which
coordinated German purchasing in occupied territories, were closely
integrated with the cconomic sections of the German territorial
administration. Consequently, these two agencies had direct in-
fluenco’upon the distribution of industrial materials. The numer-
ous field offices of the organization of German industry, and the
military procurement agencies,also tried to assist their suppliers

in securing raw materials, fuel, iabor, etc., necessary for pro-
duction on their account.

In order to coordinate the activities of the chief German con-
trol agencies, the leading persons in one agency werc appointed as
heads of the officg, with which they had to coopcrate closely.
Actually, however, the system did not work smoothly. A good deal

of competition =xisted among the numercus German agencics controlling
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or interested in the distribution of raw materials. Hative industrial-
ists often had the possibility of delaying the work on German orders

by meticulously following the complicated procedur; set up for

sccuring raw materials and by playing off one agency against the

other.,

The share of the Armament Inspectorates and the subordinated
Armement Commands and their field offices in the control of distribu-
tion of industrial matcrials became greater in the coursec of
time, thus paralleling the increase of the powers of the Armament
Ifinistry in the Recich. For example, in order to aossure an adequate
supply of coal for Fronch industries working on Gurman armoment and
war 'production orders, distribution of coal for industrial consump-
tion was recorganized in France in the fall of 1942. A decree issued

on 9 Tovember 1942 stated spoucifically that the reorgonization had
becn decided in agreement with the Armament Inspectorate France.l
Bach plant was nllocuted & coal quote established jointly by the in-
terested industrial scctions of' the military governor's offico and
the Armument Inspectorate.

The Armament Inspecctorates and their field offices alloeated
searce materials to German Army units (c¢.g., leather for repairs).z
They were delegated to inspect industrial plants and doalers'
stockpiles to detormine whether their excess metal stocks had beon
surrondercd.® Tor ~this purposc, the Armament Inspcctorates set up

Special Commsndos (Sonderkommandos) which operuted in the name of

the Foldkommandantur of the respective district.

(2). Integration EE_Disﬁz}bution into Ruich Production Plans

Industrial raw matcrials were distributed in ceach

country in accordancc with plans dravm up by the German agencics

1. "Beusonderc lirtschaftsanordnungen (France), issue 50.

2.. Decrece of 9 November 1940 ("Sonderanordnungen" of Military
Governor in Belgium and Horthorn France, issuc 28).

3.. Docrec of 1 sugust 1942 ("Besonderc 'iirtschaftsanordnungen"
of filitary Governor in Francec, 1ssuc 46).
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operating thore (the occupation authoritics and the Armament Inspcce-

torates) and integrated into Gorman production plans by the Reich
Ministry for uirmaments and Viar Production and the other supromc Reich
agencies in control of raw material distribution. Part of the row
materials produced in an occupied country was rescrved for the Germon
var program; the wmount, in theory, corresponded to the total of

purchasing pcrmits which were issued by the Gorman Central urder

Offico to thc firms working on German orders. Those purchtsing pormits

werc tronsformed by the native cermodity control agencics into pur-

chasing vouchers valid in thc country. A Germen organization in

" placing an order with an industrial cnterprise in an occupicd country

had cither to suéply the necessary raw materials directly or to secure
for the manufabturcr purchusing coupons from the Central Order Office.
official st;téﬁcnts acknﬁwlcdgcd that the greater purt of the materials
used in manufﬁcturing for the Germon account was supplied from local
sourcos.t

Raw material allocation in occupicd countriecs was not only
dirccted in accordance with thce production plans which coverced Germany
and German-occupicd turritory, but in mny cascs the administrative
machiﬁéry.ﬁﬁé intugruéﬁd fonnaliy into the R ich system of allocation
for %ho speceific material. Iron and stecl, for example, were distri-
butced in occupied countrics on the basis of iron certificatus similar
tao thosc issued in the Reich. German importers of steel products
from occupicd countries had to surrender an iron purchase rignht
(issucd in the Reich) to the contral order agency in the exporting
country. The samc procedurc applied to dealings in steel between
occupicd countrics. If manufecturcrs in occupied countries needed
German stoel to fill German orders, the local order agency issued to
them an iron certificate which enabled them to buy steel from Germen
works; if they needed German steel for domustic consumption, the iron

certificate was issued .by the office of the nmilitary governor or

l. War Economy Counsclor Beitzel in Hationalzeitung, 13 April 1943.
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Reichskormissar which functioned as iron contrel agency. The Huich

Comnissioner for Iron and Stcel was represcented throuph ficld offices
in all important centers of the stecl industry, but these oubposts
did not puarticipatc dircetly in the control over stecl distribution.
An oxomple of an industry in which distribution of raw material was
handled by a German agency dircetly was tho printing trede in Pronco.
The propaganda division in the militury governor's office in France
set up & speecinl section te supervisc Fronch literary production,
which among other functions also distributed printing paper.

In imitation of CGerman regulations, nctive authorities issued
numcro s restrictions on the usc of scarcc materials end specified
the composition of alloys und other meterials used in production;
such specifications were established by the nttive industrinl organi-
zations in cooperation with thce occupntion suthorities and the inter-
ested Reich agencies.l

b. Industrial EEPduction for the German account

(1) The Objectives of Subcontracting

After draining the occupicd countrics of'nacumuluted
stocks of row moterials and indusﬁriul products, thc Germans, foaced
vith the prospect of a4 prolenged vmr, began to utilize local pro-
duction facilities for thoir own account. They placed orders for
delivery of civilian and military goods, supplying preduction mator-
jals nccessary for their orders but not loecally available. Through
their control over raw materials and labor the occupation authorities
exerciscd o strong pressure on industrialists ond viorkors to comply
with this program. The Germans bribed the native menufecturers by
mesns of special allocation of materinls, food,and labor and thrent-
encd to dismantle and confiscate unused nachinery and to transfer

unemployed labor into Germany. Since emple funds werc available out

1. E .., for use of nmetal-alloyss
"Besondere Wirtschaftsanordnungen" of Military Governor in
France, issue 46.

RESTRICTED




- 92 = RISTRICTED
of the occupation levies and on'clcaring accounts they were able to poy
favorable prices for goods manuiacturcd under controacts for their
accounta

The combination of pressure and bribes, ocpart from genuinc col-
laboration of somec groups, was cffcetive in inducing nearly all in-
dustrialists to accept German orders. liorcover, small producers often
applied for Germen orders to keep their plants going. Resistance, os
far as therc was any, took the form of slowdovns, delays, vmste of
labor and materials, and similar actions. Such opposition reduccd
the contribution of the industries in oceupicd territorics to the
German war effort somewhat, but on the whole the German methods of
industrial exploitation proved rathor successful,

The placing of German orders in occupicd countrics was, however,
in contradiction to the policy of transferring forcign lubor to
Germany. According to some reports a collision of interests developed
early in 1944 between Albert Spser, the German ilinister for Armanents
and Wiar Production, and Fritz Sauckel, the Ucrmen Lubor [linister, ro-
garding the optimum use of French labor. Sauckel wanted to conscript
more workers for employment in the Reich, and labor was &lso rcauired
for contruction work underteken by the army, Navy, and the Urganization
Todt. Spcer, on the other hand, had, townrd the end of 1943, eogreed
with Jean Bichelonne, the Trench jiinister of Industrial Production, on
& program of greater employment of French labor in French fectories.

& substantially increased program of French manufacturce, both of war
material and for German civilian requirements, was set up. TIactories
working for either the German account or general maintenance, tlthough
net on armaments, were given a privileged status with regard to labor
and supplies of raw mateéials,.fuel, and power, and their stafls were
entitled to preferences in the matter of food and clothing. During the
_early months of' 1944 this classirication was extended to the larger
power stations and gas works, cozl, iron ore, and basuxite mines. In

this way, a whole scctor of French economy echicved a privileged status
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and Germen labor recruiting was hampered.

According to German propaganda, the "shifting of orders" into
occupicd countries had two objectives: (a). to inprove the social
condition of the conquered people by giving them employment, without
burden to the conqueror; (b). to oxpand the production facilities
available for the German war cffort. It was claimed by the Germans
that they supplied raw materials and a market for thc production of
the industries in occupied countrics, and that they rcscucd thesc
countries from the cconomic norass into which the disruption of over-
scas trade due to British blockade hod forced them. It was, howcver,

often edmitted thet the occupied territories were in this way oxploited,

and the Germans tried to justify their action by reference to the con-
munity of intercsts of the Buropcoan naticns fighting bolshevism and

similar slogans, and to the right of the Gormen nation to omploy all
European resources in this struggle.

While it was truc that German orders provided employment for
plants &nd workers,thc rosult of the schene wos exploitation of the
occupied countrics and alleviation of the war burden upon the German
people. The argument that the Germoens supplicd raw materials necos-
sary for the product ordered by thom was vulid only in a very rcstric-
ted way. First, the Germans did not supply all materiasls. Second,
they drained the occupicd countrics of the matcrials produced at home,
which more thun offset the importation of German materisls. Third,
thoy deprived the occupied countrics of materials which they could
have acquired in exchange for cxport goods sold to third parties,
inasmuch as export procecds were partly used for the Girmen cecount
and the countries were often prevented from expanding or kecping up
their exports into countrics other than Germany. Finally, the oc-
cupied countrics had to bear the full burden of financing the cost of
German orders in the form of occupation costs and advances on clearing

accounts.
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(2). The Contral Urder Of?iceg
Shortly aftor occupation of the Western IDuropecan

countrics, the Supremc Command of the Armed Forces and the l.ich
Ministry for armancnts and Var Production issucd orders to assurc the
systomatic and full use of industrial facilities and raw matcrials in
thuse territories Iln order to rclicve the burden upen Gorman armamont
production and thus increascé the Gormen war potential. This program
consisted mainly in the placing of govermacont contructs with industrial
firms. At the sume time Gernman busincss agents were cncouraged to visit
manufacturcrs in occupiced territorivs cnd place orders with thon. Feirs
were organized to bring German and forcign industriulists togothor mnd
to propagatc the use of German ersatz meterials Ly foreign manufacturcrs.

To prevent nutual conpetition of German agencics and to give
private firms in the Reich a better opportunity to participate in thoe
scheme for shifting of orders to occupiced Yicstern countries, Central

Order Gffices (Zentralaultrapstcllon, abbrev. Zi87T) were set up in France,

-

Belgiwm,and the Netherlands by a deerce signed by Ggring as Delegate for

- IIxecutive orders under this

the Tour Year Plan of 26 aAugust 1940.
decrce were issued by the Office for Vinr Deonomy and fLirmaments in the
Supremc Command of the ~rmed Forecs and by the Ministry for Deoncmics.
The functions of these two sgencics were lator lurgely teken over by the
llinistry for armements end liar Production,which thon oxereisced supreme
control over the Centrel Order Offices.

The Central Urder Offices werc organizod in the following way:

In the Hethorlands, the Central urder Cffice was attoched

to the Reichskommissar's office and acted as & joint agency with and

under the orders of the Comaissioncr Generel fer Pinance and Econonics
and of the chicf of the sarmament Inspectorate.
In France, the Central Urder Officec wus organized in a

similar way, cxcept that the Tiar IJconomy and armencnt Staff tooel: the

- R —

1., Kommenter zur Reichsverteidigung, part IV, chapiter:
TUZGreg Svorlagoerung w (berlin, 1942).
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place of the «wrmament Inspectoratc.
In Yorwey, the functions of & Contral Order Ufficc were

token over by the Reichskommissar's offico; in Serbia, by the General

Cormissioner for Economy; in Demmarl, by the Vur Economy Staff.

The nanager of o Contrul Urdsr Office was aprointed by the Office

for 1lnr Beonory and Arnaments of the Suproine Command of the .rmed
Forces; tho vice mannger wms tppoiated by the ifinistry for Deononics.
"he offices were staffed by porsonncl delogated by the ccononie divi-
gion of the chicf of the civil or nilitary adninistrotion and the
arnmauont Inspuctornte. The Central urder Uffices did not have & largs
stofl but uscd the services of the two superior agencics as well as of
the corperative orgunizetions of industry in their territoery; in cddi-

tion, industrial cxperts werv dolegated by German firms to assist tho
Uffices.

Tho tesk of the Central Order Gffices was defined as coordination
of the purchasing activitics underteken in the Western occupied terri-
tories by German Govermacnt agencies, inecluding nmilitery procurcment
offices and privetc firms. Informetion as to the centrol methods
applied by the Order Offices was passed by the Gerrifin' High Commend
(economic branch) to the German Army units- and organizations; by a-
joint letter of the High Command and the Linister of Economics to the
Reich linisters and supreme Reich agencies interested in transfer of

orders; and by the Reichsgruppen, that is trade associations, to

German business firms.l

Ls "order" vms considered any contract for the production of somi-
nenufactured or finished goods,’ or for the purchaesc of any merchandise.
German agencies and firms weroe obliged toe report to the Central Urder

Office all projected contracts the value of which exccded 5000 R,

—— . —— i — - —— S ———. f——

1. Decree and letter of 7 Movember 1941 ("Bosondere lirtschaltsunord-

i s S S

nungen" of tfilitary Governor in Frence, Issuc No. 36).

RESTRICTED




- 96 = RESTRICTED

For orders placed without netificotion to the Office, no row neterisls,
labor, fuel, ectec., werce to be wlleented by bhc respective contral
tgeneies, ecither Gorman nor native, Eoch Urder Office kept a record of
the toechni.al facilitics in its territory and licenscd projocts con-
sideored practicuble. vUrders for the supply of the srmed Forecs were,
of course, given prefcerence.

In addition to securing a license from the Centrul urder vit'ice,

it wos also necessary in some production lincs to request a perait for

subcontructing from the rcspeetive Koichsstellen. 4rmy ordors for

- — — ———

toxtile goods werc subeontracted only with the permission nf the Lray
procurencnt agency and of a scle orgunization of the Gerinn textile
indusfry. The Central Urder uffice assisted the subeentractors in
cocuring the raw moterials nceded for production. For nuterials which
hc did not supply from the Reich, the Gernan contractor had te sur-
render his purchase certificates to tho vrder uffico. Pricos were not
controlled by the Central Order Uffices but were subjoct to the ropulo-
tions issucd by the lecnl cuthoritics for the subcontractor, and by
the Reich Commissioner for tho German importer. Goods manufuctured
in coccupicd territories for the Gorman waccount were declurcd free of
duty on importation, and a simplified procedure was sct up for
liconsing the exportation of raw matcrials and sominanufactured rocds
or couponent parts noveded in such production.

The Central UOrder Offices were o powerful tool in the exploite-
tion of occupied territorics. Thilc they had no control powers
over local industry, their closc coordination with the occupation
authoritics enabled then to influcnce labor supply tnd row materiol
distribution in a specific trade and to place pressurc upen non-
cooperating firms. By mcans of the Central urder Uffices the Rzich
agencics controlling production (that issthe Ministry fer wamencnts
and iar Production) collaborated through the <rmmient Inspectorntes

dircctly with the ocoupation authorities,and the industrial policies

- —— e — ——— — — ——— i i o . i e

l. TFranlkfurter Zeitung, 13 Mey 1941,
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of these two agencics were coordinated on the local level.
(8). ZTochniquv of Purchasing

In the beginning, Gorman firms were evidently not
too anxious te farit out govermacnt contracts to occupied territorics
becausc they foarcd increased compotition. Then it was decided to
expand armament production in the Reich and release of workers fron
othor branches of industry bocanic nccessary, the German authoritics
tricd to induce German firns to transfer orders for non-armancnt
goods into occupicd territorics. The firns were promised that the
orders formed out would still bo considered their owm contriucts and that
later on they would have the possibility of resuning producticn in
their own plants. It vas alsc erranged that they would be given an
opportunity to acquire participations in the Western Burcpoun firms
which took over their contracts; this device was part of tho program
aiming at penetration of foreign industrics by German cupital,n
progran which officially was culled "intorlacing of capital"

(Kapitalvcrflochtung).l

The Central Order Offices cxonined on their own the possibilities
of placing orders with firms in their territory which vould nanufoc-
turc products necded in Germeny, using matcrials supplied from
Gornany but requiring a ninimun of «dditionnl machinery. Vhon thoe
transfer of orders for snecific products was found possible, theo
Gernan producers in the same line were advised by their trade
organization that the govermment plenned to have thom discontinue
their production and they wore authorized to shift their contructs
inte occupicd territories with the help of the Contral Order Officces;
in case of non-compliance with this suggestion, revcecation of the
respective raw material quote was threatensd. In such case, the

quota would be transferred to o wholesale firm which would be

1. Dcerecs on transfer of orders (Lommenter fur Reichsvertei-
digung, Part IV).
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authorizoed to place a nmanufacturing contract in occcupicd territory.
The result would be permament less of business by the non-couplying
firm.

German firms entered into negotietions with foroeign producers
either dircctly, or requested assistance in finding & suitable
partner from their industrial organization, their local wrmanment
Inspectorates, or from the wrmament Inspcctorate in the occupied
territory. & nuaber of German orgenizations and offices cooperated
and often competed in plecing orders anong industrial firms and in
purchasing matceriuls and goods in occupied count?ics in the Test.
In tho first place, the procurcment divisions of the Germuan ..rmed
Forces and their various branches and attachud orgunizations (uT)
operated directly or through ugencics set up with the help of the
big Germon firms which specialized in manufacturing certain arna-

ment goods. Seccond, the main cormitteces end working committeos

e 3 "
rosponsibly for armament production,as well as the Rustungskontor
of the Ppeer Ministry,had repreecntatives in the occupied countrius,
who organized the subcontracting for the accounts of arnament

producers. Third, somc¢ of the Roichsstellen which reguleted dis-

tribution of goeds in tho Reich sct up purchasing offices for their
specific neceds. Fourth, asny group orgmnizontions of Gernan industry
sent agents to occupicd countrics to assist their nmember f{irne in

plecing production orders there. Finully, the lcading Germen in-

dustricl firms set up bronch offices of their owm,

Those varicus agents sometimes coordinated their c¢fforts and sct

up joint orgenizations for the transfer of orders (Verlagerungs-

gemeinschaften), but in meny casos thoy compoted emonyg thomgclvos

for specific deliveries. To prevent computition of Gernen busincss
firms for mtnufactured goods on the Fronch market, the Reéich
¥inistry for Economics restricted the number of foreipgn trading

Tirms authorized to purchasc such goods in Irance and ordered them
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to form a purchasing ring so thet their activities would be bettor
coordinated and controlled.l This restriction did not apply to
public procurcment. There arc detailed reports describing how
German military agencics searching the occupied countrics for
certain badly needed materials operated on the black market and com-
peted thore with other Germean agonts. In a specific case purchasos
of rare materials were made by a spocial delegato of the German air
Ministry and the noecessary funds for the illegal operations werc
supplicd by the Commanders of uir I'ersce units stationed in Franeco,
who for that purposc squeczed two billion francs out of their sharc

in the occupation costs paid bty the Freonch Government.

(4). Role of Gorman and letive Firms.

The direct participation of Gernan big business
in the cxploitation of the Vestern countrics probably reached pro-
portions just as high as in the Dast. German firms delegated on-
pincers and other specialists to assist the Germien agoncics in
organizing production for theo German account. Raprasentnéivc of
the big industrial firms inspccted the plants of the corresponding
industrics in occupied couatries and subnmitted proposals to the
Germon aray and other govermment agencies as to the best way of
utilizing these production facilitics. Some firms cstablished
special burecaus in Péris or othor centers which orgenized the pro-
ductinn of parts and accessories for amament articles nanufecturcd
by German plents. Such burcaus operated under the «wrmy procurcnent
scrvices and placed for their account orders with native manufocturcrs
and supervised the execution. They were raspons;blc for the adequate
supply of the means of production to the plants, delegated German
engincers to the production centers as technieal edvisors, and
provided plans, drewings, and oporationnl schoncs to the manufece-

turers. The production programs of the Gernan firms were integratod

- e -

1. Volkischer Beobachten 4 January 1944.
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with those of the foreign subcontractors and both workcd closcly te-
gether. German firms, called cither patron firms (EEEEEEEEEEEJ or
nanaging firms (}aitfirmgg) often took dircet control of the foreign
plants. For financial participation, sec chapter c=3.

In certain bramches of industrial production Gorman firms acting
on behelf of the governnont took over control of all native facterics.
For cxample, the Vereinigte Deutsche lictallwerke (VDIT) controlled the
entiro French airplane propcellor production. In 1540 Fho Gernans
requisitioncd French fuctorics, uscd thom for repairs and lator for
now production. Thc VDI set up an office in Peris to operatc thousc
plants. Un the govermacuntol side, therc weore two Germon agencics
dirccetly invelved: & Special Committec of thﬁ ﬁﬁin Gcmﬁittcc for
acroe Engines directed new preduction; the iir Foree Repair Offico
(EEEEﬂﬂﬂﬁfﬂg directed the repair scrvicc. Thesv agoncies cften
clashed over tho problem of using cvailable capacity.

ulthough subecontructing for the Yerman account was in prineiplc
to takc place in occupied territory only, Yermen purchasing was cX=
tonded in 1941 into the unoccupicd Fronch Zono.l Some French firms
in the non-occupied part of Fruuce even received permits fron the
Vichy govermment to manufrcturc there war material for the German
#rﬂyﬁl Such orders were alveys pluced by Gernan firms, not jovera-
rniontal agencics. Subcontraeting of Gornen ordeors was o source of
cusy profits for many people. Colleborationist firms often handled
an cmount of business much in excess of vhat was in line with their
ovm finencinl facilitics. They recuived big advence puymoents froa
tho German agoncics for whon they worked ns purchasing agents.

In addition to working cn Ucrnsn contrrncets some Freonch firas,
according to reliable evidence, cerried out rescerch work for the
Goﬁuun ermament industry, especinlly in the ficld of aircralt

production.

1., Pariser Zeitung, 3 Uctober 1941,
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The followring cxamples hased on reliable reperts illustrate the
exploitation of a fow industrics in <rance and Belgium, and the part
ployed by Gernﬂn business firmg and orgunizations. Thesc reports can
be accepted as chnracteristic for the situation in Wostern Luropean
industrics under German domination.

(a). & lerge Belgien plent manufacturing staple fiber
out of wood pulp was erccted and put into operation by Franco-Belgian
industriclists after the occupation of the country. The workers cnm-
ployed there were relieved by the Gonwan.nuthnrities from the in-
dustrial conscripticn. The German dellwolle und Kunstseide Ring
(synthetic wool and rayon coiabine) advanced large credits te the
Belginn firnm, but did not &cquire o perticipetion in its crpitnl bo-
causc¢ in this cvent unrest cuony werlzers would have rosulted. The

CYTNY s howcver, lud nost o he nachinory us we
German group, however, supplica roat of tho nach you 11 as all

the wood pulp used in the manufacturing proccss, collected royalties for

patents, and bought the product of the plant, ell at pricos highly
advantageuus to the Germoan business firms participating. Tho business
volune of the plunt vms rogul:ited by orders of the central textile
office in Brussels; the staple fiber produced wus woven into cloth
by Bolgian cotton plants, and the cloth for the largest port token
over by the Germans. (The Zellwolle und Kunstseide Ring was formed
by twelve firms of the German artificél fiber and rayon industry to
act as a trust for the furthorunce of nmutual interests, particularly
the acquisition of control of the French and Belgian synthetic wonl
ond rayon industries. It wns dowinated by the Phrix group,noted for
its Vazi affilistion.)?l

(b). The French conl tar industry wms organizod into
the Comptoir Frnn9ais de 1l'azote. vurders for coal tar products, es-
pecially for the war-important toluol, were forwarded to tho Fronch
cartel by officials of the cconomic branches of fhe occupation au-
thoritics, as well as by delegates of the orgunizetion of the German
mineral oil industry. s:n agreement between the two partics specified

—— - - e
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how much the Germans should get of cach article produced in France,
Germuny supplied in exchange other articlus ol the same class of
avrchundisc. Tho goods &cquired by the uernans were delivered purtly
to the srmed Forces, partly to the rfronch roud adninistrotion, and
partly to French factorices working for the Uerman sccount; tho balance
was shipped to the German cartel of tar monufacturers,which had &
monopoly over the distribution of such goods in the Keich,t
(e¢). +french alcchol was deliverced into the Roich and for
the German account to Belgian plants for the nanufacture of powder,
chenical products, liquors, and forvifiod wines. The purchasor was
the ideich ..leohol llonopoly wdninistration; its represcntutive in
Paris nade agrocments with the +ronch aleohol adainistration according
the
to which part of/French doliveries was conpensated for by Yorman
deliverics of pgasulinc &nd sugar. The sugar wes not, however, supplied
fron German stocks but the Germens permitted sugar manufacturcd in
Northorn France fa be shipped for conswaption in the other French
territory.
(d), French supplies of wine and spirits for use of
the Germen ssrmy and for export to the keich worc principally linited
to quantities determined by tﬁu vernan muthoritios and requested of
the French Pood +«dninistrator. s a rule it wes possible for the
Fronch ecuthorities to ﬁliminatc independent purchases by German

nilitary officials or private trade.

c. Dircct Control of Industrial Enterpriscs

In addition tu assunineg contrel over the adninistrative
nachinery dirceting nutive industry, the Yermans cexercised direct
influence on the more important enterprises. Uerman agencies acted
as sponsors, Verman commissioners werc appointed to mencge or super=
visc certein enterprises, and Germen Lusiness firms ecquired partici-
pations or entered into working agreements with native firms.

——— — -

1, uSS CID Ho. 1065910.
2. USS CID HNu. 106909.
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(1). Sponsorship of Industrial snterpriscs

Similar to the préctice in the Reich, the Germens
cgtublishud in Viestern Burope & systen of sponsorship for ocach important
industrial cnterprise. This was called "Betreuung and its objective
was first to sccurc thut tho production facilitiocs were kept in-good
condition, and svecond, to supervisc manuftcturing for Gurmén account.

T the
The sﬁdnsanhip of plants (Botricbsbetrouung) was/duty of the Fuld-

komaendanturen, as far as produccrs of rav materials and public utili-

ties werce concerned, and of the “rmament Cormands in regnrd to
procossing industries. The cnterprisus sponscred were sclected by thesc

agencics and then doclured as protucted (V-plents in the first group,

viaich stends for Versorgungsbotricbe (utilities), and ¥-Plants in the

sceond group, stunding for “ichrwirtschuftsbetricbo or war production

mlants). The sponsorship of Geraen orders Lauftrapsbetrcuung) was in
L i3 L ta

the hands of the ssrannaent Cormends, which hind to ask the Felckommend-

anturen for assistance and issuc of the nccossary dircctives if the

Gorman contract which they supervised imvelved the production of raw
materinls in o ?-plunt.l .8 for potronizing by individuals
German firms soec E.6.b. (4).

(2). Germun Trustecs and Cormissionors

——— e ——— ——

i Pavorite Goruwen nethod of gaining control over
important industrial end busincss onterpriscs wis to eppoint commise
sioners who would sdninister the property as trustces. aftor in-

1n 1t
vading & country, the Germuns issucd & decreo (Geschaftsfuhrung 8-

verordnung) ordering the nancgers of all cnterpriscs in occupicd

territory to keep the plants in opurution.l

The military communders
or their appointed delcgates vere euthorized to appoint trustec
adninistretors (kommissarische Verwsnltor) for cnterprises without

e e —— o —

propor manugenent and in instonces in which the regular menagoncnt

e T

-—— ——

l. B.g., decrce of 20 iay 1940. VBl-France, Issuc lo. 1.
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was, for any rcason, not considered clipgible. This formule covered the
appointment of commissioners for enterprises whose managers or owners
viere cbsent, Jewish, of ..llicd nationality, or blacklisted bocause
they wore considered inimical to the HUazis. Special dclegutes were
also appointed to control factories which the Germans declared of
iaportance to their war effort. In the etherlands, the German au-
thorities assumed the right to appoint onc or several directors to
the board of such firms. Those German appointees were responsible to
the German arnoment commission., «applicants for commissioncr's jobs
were usually pussed on by the Germun Chunber of Commerce in the respec-
tive country; selections were made fron Germans residing in the
particular country, natives with Ilazi affiliations (espocially in
the Netherlands), or cxperts delegated fron the Reich. Their duties
often consisted only iﬁ a general supervision of the enterprise,
csppcially.iﬁ natters of persoancl and of businecss rclations with
Gcrmng ;goneius and firms; thoy were responsible for the cxccutinn
of orders and increasc of production. In othor words, they octed as
witchdogs to assurc compliance of the native management with German
instructions but as a rulc did not assumc the rcsponsibility of manage-
nent. However, German mancgoricl and technicul porsénnol, apart from
kecping close control of the iaportant industrial firms in occupicd
countrics, acquired in this way detailed knewledge of their busincss
snd trade sccrets, organization plans, production schemcs, etc.

(3). Leononic Fenctration by German Firnas

In thce territerius cither znncexed by the Rgich or preparcd for
anncxution, cspeeially in wlsace, Lorraine, and Luxenbourg, ncarly
ell industriazl plants of importance were token over by German business
firms by purchase and mcrgur or, &t least, for tomporary control and
operation pending later acquisition. In order to have a legal instru-
nent for assuﬁing control, the German authorities pleced property of
Frenclimen, Jews, and ..llied nationals in .ulsace-Lorraine under

German trustecship, with the cxplonation that thoy were "enemies of
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[

the Gurren peooples® Comriissioners were appointod by the chicf of the

PR P o . 1
civilian adninistravion acting os

soneral trustce for enemy property:"l
The stoel works of the *osclle district, which with the cxception
of the De liendel plants had originally been set up by German capital,
were from 1940 until approximntely 1943 operated by German combines for
their own aceount.? Lator they were rceorgenized as Germon corporations
;nd.thc shares tuakon in custody by the German combines and trustces.

The plants were operated by German netullurgical firms, principally
the Tliclk, Klgckner, Gﬂring, ond Rgchling conbines, which assuncd
financial responsibility and rcetainod ell profits with the ultinate
ain of conpletoly ucquiring the worlis at the end of the war.

Gernan industrial firms took over neny of thé engineering works
located in the ilaginot Linc and eovacuated by order of the French
Governmnent after tho outbreak of the wvm: « Thoy installed theoir own
plants, sctting up either large ropair shops (¢.g. Junkers) .or
conplete foctorius (Bosch). Later on, bombed=-out plants fronm the
Roich wore evacuated into the anncxed territories, especially into
the idle textile fectorics of Alsace,

The potash industry in ..lsacec, wvhich had been a French stato
aonopoly, was taken over by e subsidiary of Preussag, the Prussian
nining combine. IlMeny of the smaller privately ovmed entorprises
were "Gornenized" by woy of nergers and agreements betweon the 1c¢ -1
owners and German fims.

In the Belpgian end French torritories, occupicd but neither
annoxced nor prepurced for amoxatiecn, transfeor of owmership into
German honds was rather the exception. . numbor of German firms set
up branches in France, Delpium, and other occupicd countrics, and
wvere subjoet to special regulntions; for exmmple, they were exonpt

from foroign texdtion (epart froa tuxes levied at the source).3

- — o ——

1. Deodensec Rundschau, 27 Deccmbor 1944.
2. Touos wiencr lagblatt, 25 May 1941,
3., “Doutsche wirtschaltszeitung, 18 January 1943.

RCSTRICTED




- 106 - RESTRICTED

—

There is little cvidence available which would indicate that German
business acquirced significant copital interest in industrial firms

in thos; countrics. This conclusion docs not rulc out the possibility
of penctration by undisclosud purchascs of sharcs or perticipations,
but it is cortain that Germawy rcfrained from en agressive penetration
policy,because rotention of native controls bribed or forced into
collaberation secured better results than could be othorwisc ocxpeccted,
The actual policy was thus in contradiction with a decrce issued by
Ggring in 19401in which he ordered that Gernman firms passing sub-
contracts to manufacturers in occupicd territorics in the Test should
be given tho opportunity of acquiring interest in the plants which
took over their orders. .

In France and Belgiun, Gorman business penetrution took the form
of assocciation iqﬁ?ﬁrn of cooperation agroements, ete., rather thon of
share purchaée. Leading firms of the Belgian and French stool in-
dustry, wiph largo intorecst in the Luxombourg steel industry, cs-
tablisﬁod working agroerients with Gormen stoel nakers. The out-
sttnding oxtuple of Germon penetration by sharc purchase in France
arc provided by the dyestuff and rayon corbincs, cstablished during
occupation. In both cascs German combines gave the French firms the
pronisc of tochnical collaboration,which in these¢ particular indus-
tries would be considered very valuable snd would have Jjustified,
cven in peace=tine, the transfer of shares to the Germans. The
IG Farbon acquired in exchange for its own stock a controlling interost
in the Francolor, cstablished in 1941 to concentrate the French dyestuff
industry. This pcnetration was to somc extent the outcome of the
formcr collaboration betwoen the French and German industrics in
the form of en international dycstuff cartel to which tho British also
cdhored. The torms of the tramsaction were specified by an agrecnment

betwoen the French and the German Governnonts. The Zellwolle und

1. Docrec of 7 Gotobor 1940 cn transfor of ordes (.uftragsverlagerung)
quoted in Kommicntar zur "firtschaftsgesctzgebung loo. cit.
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Kunstseide Ring acquired a minority participation in France Rayonne,
vhich was formed to exploit in France paténts (mostly of German orgin)
covering the manufacture of synthetic fibers.

In Belgiun German industrial control,both through supervision
and working agrecments, went much farther than in France,but it stopped
short, ncvertheless, of-largewscale participation by ‘way of share
ovnership. smong the fow exceptions thut nay be cited was the in-
creasod participation of IG Farben in Solvay & Cie, the Belgian
chemical trust, with vhich the Germans had always had the closest as=-
sociation, covering a wide range of chemicals. In the rayon industry
the Gorman Zellwolle und Kunstscide Ring pronoted the cstablishment
of a biz, new fiber plant; although thc Gernan combine cntered into
closec associution with the Belgian firm no stock was acquirod.l

German penctration i#?;zrm of participation of capital in
native firns rocached a highor degree in the Netherlands than in the
other occﬁpied co;ntries. The nbolition = of exchange barriers be-
twoon Germany and tho detherlands favored the acquisition of Dutch
sharcs by German investors. In various instances Dutch firms were
forced to increase their capital stock and to sell the new sharcs
to German groups. In this way the Gornman steel trust acquired control
of the steelworks at Ijmuiden, and the Vereinigte Glanzstoffiwrerke

secured control of the «X7J combine.

(4). Uerman-dominated Cartels

International cartel ﬁgreemﬁnts had been afavorite
instrunent of Gernan busincss penetration into foreign countries be=
fore the war., V“hen the mojor industrial countries of lWostern Europe
caric under Georman political and econoﬁic control as 2 consequence of
the occupation, Germon business beooane very active in confitming
ond rcesteblishing old cartel agrecnents and sctting up new ones.

Onc of thc German business leaders advoctted universal Buropean
eartels os instruncnts of government control of ﬁusiness, which

would decide on the location of industrial plants, distribution of

T. See D,6,b, (4). _ RESTRICTED
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orders, prices of products, actec. In view of the dominating position
of German industry such cartels would huve been & valuable instrument
for oxtending German control over foreign industries even after with-
drawal of German troops..

4t one time there were indications of a German scheme to link
the buropean rubber industry, into onc associution for the purposes of
technical development, standurdization of products, and raw material
control. The Fachgruppe Keutschukindustrie, official association of
the German rubber industry invited the representatives of the German,
austrian, French, and Itoalian rubber industrics to mect in Heidelberg
in «pril 1943. In the mecting much controversy developed as to the
objoctives of the planncd associotion. The Ycrmans and Itulians
wished to limit it to stendardization and technical problems, while
the French wanted te include questions of roaw materials. It was
decided that the association should have threc objoctsy first, to
study thec technical and commcrcial probloms cennected with the
nanufacture and utilization of finished rubber products; sccond, to
work out plans for rational utilization of natural rubber and of
Buropean=-nmude synthetic rubber, and for standardization of raw
materials end finished products; third, to recommend certain plans
which would be put into zffeot in agrecnont with the govermments
concerned. After obtaining the agreement of the interested govern-
ments the newly created .ssociation for Cooperation in the Field
of Rubber, which included represcntatives of both industry and the
administrative services, met agein. Yerman representatives were

elected to the posts of president, chairman, and secretary to al-

ternate after two yeoars with thc other nations. Four committees
were sct up to study the major problems,but no further results were
achieved and no loter meetings took placc.

another German scheme involving the Luropean automobile industry
also cane into operation for a time. Colonel Thoenissen, lcading man

in the officc of the Gencral Inspector for liotor Vchicles, joined with
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the leaders of the European automeobilc industry to work out a policy
acc;ﬁfablc to all countries. He employed a representative in Paris
who acted as go-bectween for the ccecupation authoritices and the native
industry and tricd to cstablish good will and further cooperation.

In 1941, the leading sutomobile manufacturers of France, Italy,and
Germany obtained permission to sot up a civilian ageney for coor=-
dination of the European automobilc trade and transportation called
"Preparatory Committee for Cooperution of the European Automobile
gndustry,® The cormittee studied standarization of parts, unification
of traffic laws, sales &nd service management. In the spring of 1943,
however, the committec wacs dissolved by Specr. .

7. Price Control

The jurisdiction of the Reich Cormissioner for Prices under
the Delegate for-the Four Year Plan cxtended neither directly nor in=-
directly into occupied territories. 11 German occupation authorities,
however, uniformly followed & policy of indirect price control aining
at price stabilization, which indieated that the geoneral principles
had been sct up by the central Ruich nuthorities.

In nost Westorn European countries Germen military authorities,
shortly after occupation of the territory, decreed a genernl price
freeze both. for local transnctions and for sales to the Germans.

This step was considered only an encrgency measure and the native ad-
ministration was soon made rocsponsible for price control. The Germans
thus sought to avoid assuming direct rosponsibility for unpopular
neasurcs and their cnforcement,which proved very difficult. The
decisive powers, though, remained in the hands of the German au-
thorities; their supervision over loeal price control agencics was

so strict that price decrccs could be published only with approval of

the corresponding branch in the Reichkormissar's or nilitary governor's

offices. These branches were well staffed and consisted of numerous

scetions cngaged in supervising local authoritics and assisting then
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in the organization of the control machinery, advising them as to mcthods
of price fixing, industrial cost accounting, and other matters related
to price reguluiion. and at times interfering direcetly.

The native organization of price control varied from country to
country. 4« special control administration wus set up in Demmark and
lNorway; in Belgiun controls weore in the hands of the ministrics which
supcrviscd the various branches of national cconomy; in the lether-
lands and in France, there was o suprcme price cuthority which directed
the activitios of the ministries and of the subordinated corporative
organizations cngoged in price control activities. The methods applied
by thesc cgencies werc similar to those used in Germany, consisting of
gencral price and wage frecze, rcgistration and official control of
prices of goods and services, authorization of price increases if war=-
ranted by higher costs, and public prosccution of black market oper-
ators.

Prices for goods cxported to Germony wore subject to the some
rulings as domestic sales, If & price higher than that provailing in
1940 had been authorized by the native administroation with consent of
the Germans, it was valid notwithstending the price freezc order of
the nilitary cormander, which was still considcred to be in force. The
German importers, on the other hand, were obliged to comply with the
pricc rcgulations covering sales inside the Reich; to bring prices cof
foods imported from occupied Mbstc?n territories to the level of domes-

tic products the Reichsstellen (agencies controlling distribution of

goods in the Reich) were authorized to arrange for subsidies to be
paid to importers of high-priced goods.

48 inflation developed in YWestern Durope, there was a strong
pressure on prices of products menufactured for the Germen account.
In llay 1944 the German authorities issﬁud spceinl price regulations
for contracts placed with manufacturers in Belgiun and France. The

Germen buyers were requcsted to obscrve price regulations and to
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abstain from offering excessive or dlack market prices
evén in case of urgent need. If native manufacturers
refused to take the order at official nrices, the German
ouyers were to ask tThe price control gervice of the
occupation authority to intervene, In any case, however,
the Central Order Offices checked on the prices before
authorizing a contract, The German agencles subjected
the production cost accounts of the contracting firms
to close scrutiny, using CGerman cost accounting procedures
and experiences., Unjustified prices were rcduced and
manufacturers who refused to sign contracts at priceé
considcred adequate'by the CGermans were forced to do so.
From the German point of view, stability of the
over~all price level was an important element in their
program of exploiting native agricultural and industrial
resources. A weneral price inrlation would have increascd
tne cost of merchandise purchased by them, and, eventually,
degtroycd the value of the money which they received
on account of occupation costs and ig?%orm of advanccs
from the local banks of issue; it would have disrupted
the economic life of the occupled countrics and reduced
their production volume to the detriment of the exploiting
Reich. It also would have caused serious soclal troublcs
and thus increased the political difficulties encountered
by the Germans.
Zxpansion of currency clrculation and deposits
was, nowever, a ne¢cessary result of German exploitation.
The rcduced volume of goods avallable for domestic
consumption and the liberal use of native moncy by the
Germans in payment for goods and services requested
caused a strong upward pressure on the price level.
German agencies purchased available goods and placed
production orders with native industrics at prices
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profitable for farmers and manufacturers and cven favored
wegpe incrcase for workers employed for the German account.

In this way German exploitation proceccded mopre smoothly than
if price and ﬁage controls had becn applied rigidly.

German agents ceven participated actively in the black

market tryihg to Euy goods and materials which the Reich
needed for war production. The extent of these activities
was reflected by the establisament in 1942 Jby the military

n
governor of France, of a SupervisoryOffice (Uberwacnungsstclle)

to ¢nforcc compliance of German agencics and
individuals with price regulations and controls of
distribution of goods. 1/ The German egenclies operating
in France werc asked to obuy rdcers prohibiting
participation in black markct transactions issued by the
velcgatc Tor the Four Year Plan, the Army and S5
authorities, and the suprc¢me Reich authoritics,., This
decrec proves that German proctices counteracted official
policics and madé them pe.rtly unenforccnble. At the same
timc, n~tive authoritics did not wholcheartedly apply price
controls cnacted upon German re¢quest,and public co-operation:
was also lacking; Black markect operations were considered
8 good mcans of sabotaging German economic policics., As
a rcsult of these various forces and elements, price
controla.were not cnforced in any occupied country in
thac Jest with the same effcetiveness as in the Reich;
official prices, conscquéently, steadlly rose and 1llicit
operations became frequent,

In larch 1944, the rising price tendency in France
and other occupied countrics thrcatened to become 8O
dangerous to the social peace which tne Germans considered

a sine qua non Tor successiul exploitation, that the

German Institute for Lconomic Researca, Paris branch,

decided to submit to the intcrested agcncies a scheme

1/ Besondcre wiryschal tsanordnungen,issues o7 ond 48,
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for securing price and wage stability in occupied territories.
It was stated that in the interest of the Germdn ﬁar
economy native labor should be satisfied and its further
exploitation through rising prices prevented. The plan
advocated introduction of special legislation,the basic
idca of which was to reduce 2ll prices to the level of
25 June 1940 (date of Franco-German armistice) and to
cstablish wege and salary rates accordingly, so that a
.decent standard of living would be sccured for wofkers
and selaried employees., In all inetances in which
production costs had so increased over the 1940 level
that manufactursrs wcre operating at a loss, a subsidy
was to be paid out of an equalization fund; therec was,
however, no mention how the payments were to be flnanced,
or how ©to cope with the enormously expanded currency
circulation or any othcr of the bnsic factors causing
prices to rise. The plan was not followed up by any
action on the part of thc occupatlion authorities.

8. Financial Controls

Chief objective of German control in the financlal
ficld was to facilitate an cxtensive exploitation of the
econonic rcgources of the occupied countries in the
intorest of the German war effort. A secondary objective
wos to bring the native qurrencios and crcdit systems
into the orbit of the Reilchsmark and German dbanking as
stcp. toword the post-war plan of an cconomically unified
continental Europe under German leadership.,

Although thers was a ccrtain amount of outright looting
and confiscation of pubklic propecrty as war booty, German
economic exploitation of Uestern countries, ror thc most
part, toqk.tngcrorm of nurchases ol goods and scrﬁices in
accordance with the Tormalities of‘civil law. Financial
controls were the instrument by wnich these purchases
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.were turned into exploitation. The levies and credlts

cxacted by the Germans formed the counterpart in ternms Of.
monscy of the use of nntive coapacities by the Germans. In
addition, thc Germans took over gold, forelgn .xchange,
and sccurities the total of which was much lower thon
that of goods énd gaervices reccilved,

German financial controls covercd the fields of
currcncy issuc, banking, public finance, foreign tradc,
and cxchange. This control was exe¢rciscd through supcrvision
ani dircction of native agencics as long as German orders
were obeycd and Gernan dcemands satisficd, Only transactlons
across the frcontier in goods and exchange were controlled
dircetly by the occupwtion authoritics.

a. Currcney
(1) Reich Currcncy

It was & principle of German financial policy to
abstain Trom introducing regular Gorman currency 1lnto
occupicd countrics, exccpt, of coursc, the territorics
incorporatced into the Relch and the Protectorate of Bohemla
and Haravia which formed part of thc Greater Gernman Reich.
In this way the Germans prevented the usc of HRelchsmark
circulation in foreign countrics and its expansion by
sucil usc. iiorcover, they prevented the filtering back
of curwrcncy into the keich,which would have constituted
a drain on the German economy. Therc were, howeva, two
c¢xccptions to this policy. In Belgiun, regular German
currency was nade lcegal tender following the invasion
but eight days latcr this measure was revoked, In the
lletherlands, Reichsmari currency was made legael tender
and remained so as long as the Germans stayed. The
Netherlands, wnich thue formed a currencey union with
Germany, was intended to be the Tirst unit in & German-
dominated customs and currency union .covering most of
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continental Europe. Both in the Netherlands and in the
Protectorate, however, native currency remained in cir-
culation and Reichsmark bills usually found their way to
the central bank,which was forced to exchange them for
its own 1issue. _
Restrictions on CGerman-Dutch payments werc re-—
cstablished in the fall of 1943, when capital flight from
the Reich to the Netherlands,especially in form of currcncy
transfers, had reached alarming proportions. Indeed,Ducth
holdings of German money increcased so much that the German
occupation authoritiecs had to prohibit free exchange of
Fcichsmarks into guilders. This development marked the
end of the ambitious German plan to make the Relchsnark
an intcrnational currency. In the field of clearing of
international paymcnts, noreover, the inhcrent weakness of
the Reichsmark had become cvident even earlier. 1/

(2) Occupation Currency

Lxchange rcstrictions were iuposed for the traffic
between Germany and occupied territorics and the use of

German currency by the army outside of the Relch was forbidden.

A spccial mark currency called Reichskreditkassenscheine (in
the following abbreviated RKK notes)was issued by tﬁc pey
offices of the German Army to supply advancing German troops
with money to pay for requisitioned supplies and for purchases
of individual soldiers. In nearly every invaded country the

Germans set up Reichskrcditkassen which issued this occupation

currency to the &rmy.g/‘As soon as regular note issuc faciliti.
were re-cstablished and available to the Germans, the

Reichskreditkassen werc closcd and thelr notes withdrawn from

circulation. Among the western countries they remained in
circulatiocn only on the Channel Islands.
RKK notes were made legal tcnder by mllitary decree

in addition to the local currency. This decree was not

I/ Sce pbeclow E B, D O.
2/ VBl-France, issue 1 of 18 May 1940,
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revoked when the notes were withdrawn,so that legally
the occupation curriancy was still valid tendcr and re-
lssue was possible at any time Without new lecgislatlon.

The military decree set up a fixed ratc of exchange
bctween occupation money and national currency. Every
person was obliged to acccept the German-issued currcncy
at this ratc and the banks were obliged to excnange it
agninst noney of donestic issue. Occupation curiency was
not negotiable in Germany, but German soldicre could
cxchange it at par into German currency when they cntercd
the Reich.

After witndrawal frou general oirculation, RKK notes
were used in occupied territorics (other than some Russian
territorics and the Channel Islands) only as mcans for
international payments of military personnel, Soldlcrs
traveling in units or individually carried this currency
fron and into occupied countries and cxchanged it into
local noney at thcir new destination or en route, The
exchange was possible because the RXK notes were legal
tender wherever German troops went outside of the CGreater
Reich. Speculators, both soldiers and civilians, used
this exchangeability of the notes to profit from the grecat
disparitics in prices &nd exchange rates between the vearious
occupied countries. As the notes thus became a means of
international black narket dealings, the German authorities
faund it neccessary to apply- numerous restrictions on the

import, export, and exchange of HRelchskreditlkassenscheine

whetiacr held by clvilians or soldiers.

(3) mMilitary Transfer Checks

The regulations covering exchange transactions of
the Armed Forces were rcformulated in a decree 'of the
the
Suprenc Command of /Arred Forces (OKW) of 13 October 1944,

Reichskreditkasscnscheine ceased to be used as international

.
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currency of the Army as of 1 January 1945. They were
replaccd in this respect by the military transfer checks

(Verrechnungsschein flir dic deutsche Wehrmacht) issued in

denominations of 1, 5, 10,and 50 Reichsmark, 1/  The
transfer check was comparable %o'&“civiiian traveler!s

checek and was neither legal tender nor ncgotiable by
civilians. Soldiers transfefrcd from one cogﬁtry to anothcr
received transfer checks for the whole amount of their

cash., Only a small auount of money was issued to themin

local currency or in Reichskreditkassenscheing to cover

their expenses during traveling. After arrival in the
country of destination the transfer checks were convertable

into the local currency, up to a maximum fixed by special

ordera or the amount could be transfecrred by the holder
into the Rciehn.

(¢) Cantecn Money

A spceial type of money called rilitary auxiliary '

or cantecn money (Truppen- or Wehrmocht- Bghelfsgeld)

was uscd Tor disburscment of soldicrs! pay in countrics :
in which local purchases of the German military personncl
were restricted for political reasons (espccially in the
satellite countries in the Balkans) or because of the
over=all shortag: of goods ond the danger of general inflation
(6.8., in Grecce). The cantecn rioney was issued in de- |
norniinations orf l,.5, 10,and 50 pfcnnige and was accepted

for payment at ten timcs ite face value in post exchangcs,
canteens, soldisrs! homes, etc., and Ior rcraittances to
Geriany. 2/ When used Tor payments to the local population
it rctainced only its nominal value. In this way the soldicrs
were induced to nbstain from intcrfering with the flow

of goods in local civilian narkets, As of 1 January 1945,

Toucs Jloner Togseplatt, <0 Deceiber 1944
E/ Dic Bank nh (Berlin), 1z October 1942.
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cantecn money was replaced by the military transfer
chccks (see scection S_abovej which were accepted in
conteens and similar military establisnments insofar as
the goods sold there came from German supplies.

{5) Native Currency

The Geriian objectives with fegard to currency in
occupied countries werc twofold:“first, to receivc cnough
mwoney to pay ror all goods &nd services which the country
was able %o supply for the German account; and, second,
to prévunt an inflationary expansion of the total circulation
wihich would have threatened this cxploitation., The native
authorities preferred to supply the Germans with adequate
quantitics of national currency in order to ﬁrevent
occupation currcncy being put into circulation. In this
menncr thcy sought to exercise some degrece of control .
over the totel issue of money. The Germans, 'on the other
nand, prcferrcd such an agrecucent because it facilitated
the exploitation of the country. Thne logel form of transfers
of native currency to the German authoritles was elther
througin the payment of occupation costs by the native
governucont, financed largely by central bank credlt, or,
in thc case of Dennark and Norway, through advances of the
local bank of issuc dircctly to the Germans., Thne Tinancing
of German military expenses resulted in all countrics in
an expansion or the note circulation accentuated by the
siuzultancous financing of exports to Germany through central

bank crecdit .
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Circulation of currency in occupied countries of
Vcstorn Europe is indicated in the following table:
June 1939 lay 1944

(in millions of national currency)

France 122,611 (francs) 546,726
sclgiun 22,212 (francs) 90,921
Holland 998 (guilders) 4,211
Dennark 446 (crowns) 1,468
Horway 475 (crowns) .2,500 (estimate for

end of 1943)

be Foreign Trade and Exchange

(1) Technique of Control
German conurol over foreign trade and exchange
opcrations of occupied countries was far reaching. Direct

control was exercised by the Devisenschutzlonmandos 1/

opcrating at frontier stations and at sclected places in

the intorior, as wcll as by the German occupation authoritics,
insofar &8 they nezotiated trade agrcements on behalf of

occupied countries 24 and issued ordinances and permits

in the foreign exchange field. In addition, nilitary

courts were given jurisdiction over all cases of violation

of cXchange recgulations. Indlirect control was exercised

by a scetion in the German economic administration which

supcrviscd and directed the native authorities in charge

of exchange and trade controls. To implement this Gernan

control, oxisting regulations werc tightened and ncw controls

estoblished in all countries. The principles of German

control arc illustrated by the decree of the German military

covernor in Belgium 17 June 1940.3/ The Belgian exchange

control authorities werc directed to grant import and cxport

1/ VBl-rrance, issue 6, 27 August 1940,

3/ E.g. Belglan-Yugoslav clearing agrecuent of 13 llovember
T940 (Sonderanordnungen No. 22, of 18 Hovember 1940).

3/ ‘sonderanordnungen No. 31, 5 December 1940.
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permits in accordance with German instructions, wnile the

German authorities (the Oberfcldkonnandanturen and the

Econoitic Department of the governor's officc) rescrved
for themselves the right to issue in some instances
avtnorizetions directly. German authoritices also issucd
autaorizetions to banking enterprise to engoage in foreign
exchange transactions.l/

In France, spccial powers were exercised by the
Comizercial kxchanges Subcomnission of the Gernman Armisvice
Commission,which dealt with trade questions, imports and
exports (of other tnan war material), supervision of
French custons, clcaring and coilpensation agreements, and
deliverics to aad rcquisitions by tihe forces of occupation,
The Subcorniilgsion delegatcd two hundred fifty traveling
conuissioners to supervise French cugtons and Iorelgn
exchange transactions; it requested and securcd for
Germany a considerable part of all supplies imported fron
French colonics. French trade with neutrals was also
controlléd, the Commission denanding that comnercial
necgotiations betwecn France and third countries be
conducted.in Wicsbaden where the Comiiission was located
so that the Germans would be kept better informed. Neutral
importers of Frenca goods were rcquested to supply non-
recxport certificates to prevent Ercnch goods from
rcocining Allicd countries.

(2) Forcign Trade Controls

The chief objeetive of German trade controls was to
direct toward Germany the merzimum of exports attainable from
tae occupied countries; salcs to third countries wire
authorizcd only insofsyr as the interest of German war effort

pcrnitted. In practice, this policy was shaped To sccure

1/ Sondcranordnungen no. 26, e< october 1940
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fﬂr:ﬁﬁé”bccupied country imports of foodstuffs, raw
matgrials, or machinery. The native authorities were
forggd,to issue export pernits for goods purchased for
.phe German account, In France, for example, the Armistice
Comriission 'exercised pressure on the Vichy government to
approve: contracts made between German and French firms,
and involving the exchange of French bauxite and aluminum
against German coal, The Germansg also tried to get
tungsten,,. rubber, pepper, e tc., from Indo-China
Vladivostok, before they started thelr Russlian campalgn,
Imports of goods originating in occupied countries
werc declared frec from customs duties and turnover taxes
paid on importation into Germany. ;/ Or great inmportance,
too, for Germany was the problem of financing purchases
of goods ror vxportation to the Relich.,  Geérman importers
scttled their debts by paying into a clearing account,but
the claime of thé foreign exporters could not be settled
out of the clecaring because German exports were considerably
lower than her imports. The occupation authorities imposed
on all native governmenfs the obligation to arrangc for
inmediate payment of exporters! claims by the central bank.
The clearing becane in thls nanner an instrument for
financing German comnercial purchases in occupied countrics.

(3) Gold and Forelgn Exchange

The 'naih_objective of forelgn exchange controls
was to give Germany full benefit of all gold and forelgn
exchange values which were held or acquired by banks
and othcer residents of the occupled countries. The
measurcs put into effect in occupicd countries were all=en-
compassing, but Allied blockade prevented the Germans from

fully realizing this ain. Most of the occupied countrics

T7/Deorec of Reicn Miniscer ol Finance, 26 hWovember 1942
Deutscher Reichsanzeiger, 26 Novenber 1942),
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had transferred their national gold rese:ves out of

reach of the German Armies; whatever gold was found was
taken over by the Germans, as war booty or under other
titles, e.g., against deposit certificatecs issued by

the Reichsbank (in Czechoslovakia), or as "voluntary"
contributions to the war against bolshevism (in the
Netherlands), The Germans tried to get possession of

the 3elgian and Polish gold deposited in France, and
asked the french Government for information and surrender.
Belgian gold was delivered to the Germaﬁs when the
respective orders had been sizned by authorized officials
of the Belgian National Bank, but the Polish gold stored
in Africa escaped confiscation. The Germans also took
over the Italian and Hungarian gold stocks under the title
of safeguarding them, Estimates 'as to the total amount
of gold acquired by tihne Germans during the war differ
widely, but it would seem that they used only part of 1t
to pay for supplies imported from neutral countries. A
considerable amount may have been stored somewhere in the
Reich.

In all occupied countries, decrees werelsshed.
stipulating obligatory declaration and later surrender to
the bank of issue of gold and other precious metals,
foreign currency, foreign securities and funds, held by
banks, Jjewelers and other firms, and persons. Foreign
exchange accounts held with local banks were blocked and

safe deposit boxes were to be opened only in presence of

' German officilals who checked on their contents.

(4) Exchange Rates

The issue of occupation currency in Reichsmark units

(Reichskreditkassenscheine) necessitated the establishment

of exchange rates between this currency and the local
money. The rates were set up by the Germans by unilateral
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act, but, contrary to thelir policy in Eastern Eurépe;

they adopted exchange rates very similar to those existing
before fhe occupation. These rates were very favorable

to the Gefmana because the Relchsmark was taken at its
officlal gold barity without regard to.the overvaluation
thus expressed. The native currencies, on the other

hand, were taken at the low international values which
thecy had reached by deva}uations after 1930; in some
instances, the Germans reduced this value even further'
"to take care of the effects of the war on the national
gconomy." In the case o France, for example, the exchange
value of the Reichsmark was increased by 14 percent, which
resulted in an undervaluation of the French currency by

50 percent. German procuremenﬁ agencies, soldiers, and
civillian officials were able to buy very cheaply in
occupled countries. The impact of this exchange manipulation
was strengthened when the new rates were taken over,

with small modifications in one or the other case, as
exchange rates for the tradé between Germany and the
occupied countries. German importers derived great
advantage from the disparity in purchasing power of the
Reichsmark at home and in German-dominated territories,
and effectively competed for avallable supplies to the
detriment of local buyers. The occupied countries were
not allowed to restrict German purchases so that thcy would
bc balanced by imports from the Reich, but were rorccd

to extend credits on clearing accounts. Thig situation
was modifiéd and in the end reversed when prices in
occupied countries increased considerably under pressure
of shortoges, extensive German buying, and inflationary
fiscal policies. Prices in the Reich were undervmuch
better control and a disparity ugainst the Reichsmark
developed in all countries, though at varying degrees.
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This development did not lessen the burden on the
occupied countries, because German iﬁports were not
restricted nor werc German exports increased, To offset
the disparity, the Germans adopted a system of subsidies
for imports out of high price couﬁtriea, a8 well as price
equalization schemes, but the cxchange rates were not
changed. These rates were in some cagscs purely fictitious
becausec the Germans adopted a s&stem of flexible prices
for their exports, or collected exchange premiums which
they used to reduce the cost of their imports. The
system of stable exchange rates, a cornerstone of the
"New Order" in European trade relations, thus completely
collapsed,

(5) International Clearing

The "multllateral clearing system" with the

Deutsche Verrechnungskasse (German Clearing Bank) as a

center,which the Germans established for payments be-
tween European countries, also broke down before .the
German military power was crushed. Upon German initiative
a series of clearing agreements was concluded among the
German-controlled couhpries as well as the Reich itself.
Payments butween debtors and creditors were effected
through the Berlin bank and direct transfers or clearings
were eliminated. The Reichsmark became an international
currency, replacing gold in foreign payments, and the
Germans had the. opportunity to use claims of occupied
countries against neutral nations (as far as they adhercd
to the clecaring) for payment of their own imports. The
inherent weakness of the German currency and the German
policy of using clearihg agreements as an instrument for
exploitation of the other partner prcvented a smooth

funciioning of the clearing. Germany became the dcbtor in

almost every clearing account .and her debts.incréased as fast as
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the German authorities were able to exploit the occupiled

nations in terms of goods and services.

(6) Transfer of Securities

During the early period of occupation of Fronce,
local purchases of Yugoslav, Rumanian, and Bulgarian bonds
were made by the Germans from occupatién.éost funds,
The bonds were used to settle in part adverse clearing
balances due to the countries concerned. As an inducement
to French holders %o sell, the funds received remained
free even if the bonds represcnted blocked issues (subject
to some kind of restrictions of payment), In addition
to these purchases of bonds, considerable amounts of foreign
sheares were acquired by the Germans in Western Europe
out of occupation funds or to the dcbit of clearing accounts,.
The Germans also paild fer securities held in one country
by delivering in exchange bonde held in another occupied
country. For example, they purchased the r'rench interests
in the Rumanieoil industry and the Norweglan nitrogen
industry in exchange for French securities which they
acquired from Belgian and Dutch holders. There 1is
further evidence that Germany tried to use French claims
arailnst the Rumanian state to reduce its debt to Rumania,
buc the latter country refused to comply for fear that
such an agreement might not be recognized after the war.

The abollition of exchange restrictions between
the Relch and the Netherlands enabled German debtors of
loans issued before 1831 in Holland to redeem thelr debts
before maturity; this step added to the accunulation of
Reichsmark balances in Dutech hands. In all Western European
countries, German investors and business firms acquired
inportant industrial particlpations and reduced their debts
there, although the current belance of payments was un-
favorable to Germany and German clearing debts were rising.
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Gefﬁan satellite countries in Southeaéfern-Europe,
however, were able t& recelve German permisgssion to balance
some of their pre-war debts due to Germéﬂj,'or German-
controlled cduntries, against their clearing'claimé held
by the Reich. The Germans ac@uired from private owners
in the ﬁeiéh and in occupied territories securities
lssucd by the Southenstern countries and used then as
payﬁent on account of the German debft. Such transactions
involved mainl& governnent bonds, because the Germans,
as a ruie, réfuéed to sell thelr share in busliness
enterprises in Soﬁﬁheastern Euroﬁe. German.influence
through stock ownership was thusblargely safeguarded.
Hungary and Rumdnia, however, succeeded in repatriating
shares of several industrial enterprises held by Western
European investors, agalnst delivery of agricultural
products., The respective Western countries wefé thus
forced to reduce their foreign invecstimients to pdy for
imports, while their clearing claims were increasing.

¢, Credit Institutions

(1) Central Banks

Innediately after invading a country the Germans
placed its bank of issue under control of a German
conitissioncr selecting for .this job either a high Reichsbank
official or a German banker. The commissioner, who operated
gs a rule. directly under the military or civilian governor, 1/
was given full powers of directing. . In Norway and in
Denmark German "advisors" controlled the banks of issue.
The commissionsr had to bring the currency and credit policies
of the bank management .into harwuony with the principles
set up by the Reich. Fixing of interest rates and other

inportant acts were subject to authorization by the

1/ VBi-France, issue 4, 26 July 1940,
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commissioner. The German authorities also secured
dismissal of unreliable members of bank boards and manage-
mente and supervised the appointment of collaborationists
in their place. A speciflc situation developed in Belgiun,
where the National Bank had been evacuated with its gold
rescrves and dies for note printing. At:first, the Relchs-

kreditkassen assumed some functions of a central bank,

and on 27 June 1940 the kilitary Commander set up by a.
decree a new Bank of Issuc. However, before any currency
_issue took place the National Bank of Belgium returned
to Brussels., It undertook to issue notes and grant credits
to goverhment bodics, whereas the bank of lssue was
linited to foreign exchange and clearing operations. The
nanagement personnel of both banks was largely identical;
they operated under control of the same German comniissioner,
In the Netherlands, the German Delegate to the National
Bank agsumed the right to appoint the president of the
| institution. By transferring this function into ‘the hands
of Rost van Tonningen, the notorious Dutch Nazi, who was
also Secrétary General of the lMinistry of Finance and the
Ministry of Special Economic Problems, the Germans achleved
the desired go-ordination of economic and financial policles
in the scrvice of Germany. The National Bank was made a
public institution and the board of governors elected by
the stockholders was replaced by an advisory comuittee
gelected by the president.

Under German control the central banks changed their
statutes and adjusted thelr policies to the needs of the
German war effort, The resgstrictions on the note issue and
the granting of credlit facilities to the state were lifted,
and the banks financedthe payments of occupation costs or
the direct German military expenses in the country, as well
a8 exports to Germany. At the same time, they reduced
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interest rates in order to foster production fqr.ﬁhe
German account,

‘The German-inspired policics caused in all poﬁntriea
a conslderable expansion of the money circulation,which
serious;y threatened and in nmost instances permanently |
undermined the stability of the price level. Thais deQeldpment
was undesired by both the German and the native autho;ities.
To counteract the inflationary effeccts of the German i
expioitation, various measures were tried., In the Hetherlands,
the use of clearing balances for capital investment in
German-occupled territories in Eastern Lurope was advocated,
and banknotes of five hundred and one thousand. guilders
were withdrawn from circulation to put a brake on fhe
hoarding of currency. In Belgiun, exporters received only
a part of their clains in cash, the balancebeing paid in
special notes due after some tiume; by ordcr of the pilitary
governor, local payments of the occupation authorities
were also made partly in cash and partly in governnent
bonds., The Danish Government issued treasury notes and
deposited the proceedsinla,blocked account with the Nationai
Bank’thus offsetting, to some extent, the increase of
circulation which resulted from the Bank's fihancing of
German military expenditures in Dennmark.

All these, and similar, measures did not prevent an
inflatlonary expansion of money in all German-occupied
countries, When the Germans withdrew, the notes iscsued by
the central banks were covered to 75 percent and more by
claims against their goveranents and the Gernan Clearing
Office, or in the casc of the Dutch Central Bank directly

by German Goverancnt bonds.
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(2) Private Banking

German control over private banking had several

objectives. It aimed first of all at facilitating the

economic exploitation of the country, especially 1n;¥§;m _ |

of work on German industrial contracts; it'ﬁécufed full ‘
compliance with foreign exchange regulations, which gave
Germany)%g;efit of 2ll gold and foreign assets hgld or
acquired by the residents of the couﬂtry; it aséiétéd
German business in acquiring participations in local
enterprises. In the case of the Netherlands, the banks
were induced tof invest liquid funds in German Government
paper, thus contributing directly to the German war
financing and reducing the pressure on the Dutch-German
balance of payments.

In some countries, especially in Belgium and France,
the German authorities set up thelr own banking control
agencies, while in others they were satisfied with indirect
controls exercised through the native administration. In
the latter case the powers of native supervisory agencles
were greatly enlarged and Hazl collaborationists were
appointed as their chiefs or German officiale were
attached to control the operations of the nativg officlials,

A duality of control developed in Belgium where the

autonomous Commission Bancaire was kept in existence while

a Germen Office for Banking Control was established by a
decree of the military governor dated 14 June 1940. The .
German commissioner to the Belglan National Bank was also
made head of this office. Its jurisdiction covered all
financial institutlons, commercial, mortgage, and investment
banks, as well as the very important industrial holding
coupanies. Its powers were extremely broad and banks were
prohibited from concluding important business without 1ts
approval. A sinilar system was at first instituted in
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France and as head of the German-created 0ffice for
Supervision of french banks,l/ Ir the summer of 1941,

however, this office was abolished and 1ts functions

taken over by the Vichy-created Comité Professionel ¢

d'Organisation des Banques, to which the Germans attached

a comnissioner, The Comité was given large powers over
French banking., In the Netherlands, the Gernans transferred
control over private banking to the president of the
Natlonal Bank after appointing a reliable vutch Nazi to

this position. In Norway, a new bank assoclatlion was

formed as part of the corporative organization of Norwegian
business; i1t was entrusted with the functions of a link
between the government and the banks,

Backed by the uight of the German forces occupyling
the Western European countries, German banking aimed at
pernénent penetration of these countries and of their‘
colonies in the field of banking and industry. German
private banks against small payments secured for themselves
key positions in the banking of occupied and allied
countries., Their methodswere to acquire majority or
minority share interests by fair means or foul, to establish
branches or agencies, to form new_institutiaons.in collaboration
with local banks, and to conclude "friendly" agfeementa.

In the incorporated territories the existing banks were
simply taken over., German-controlled banks expanded their
participations in the local trade and industry by applying
the same methods. German private capital also acquired
interests in the Belgian Congo, North Africa, Indo-China, and
the Dutch-iast Indies and in international electric,
shipping, and oil concernsg, by purchasing shares quoted on

Dutch, Belgian, and French stock exchanges. The German

1/ VBl-France, issue 4, 26 July 1940,
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Government received large sums in paymeﬁt for these
‘participations,ﬁhereaa the actual purchase price in
natlional currency was paid out of advahdeé,on clearing
accounts or out of contributions received from the local
government: Often the respcotive shdbes were simply
confiscated, especcially if they were owned by Jews or
persons consldered "1nimi§al“ to Germnany.

Political or financial p¥essure was the basis of
nwost other transactions, The German Armistice Commissilon,
for example, requested that the French Government surrcnder
French interests in Rumanian oil and Norwegilan nitrogen
ipdustries and offered in exchange French securities
which the CGermans had acquired fron Belglan and Dutch
hands., German banks also took over the Balkan and other -

European participations of French and Belgian banks. On

the other hand, Dutch banks were forced to finance enterprises

in Gernan~occupied Eastern Europe, French banks weré
induced to organize a Financial Assoclation to finance
Pranco-Gernan industrial projects, and so on,

German penetration appears to have been strongest
in the field of Dutch banking. Old-established interecsts
of German banks were expanded after the occupation and
new affiliates were set up. As a consequence of these
steps, all the big Berlin banks, including the Bank der
Deutschen Arbeit, and several private bankers and industrial
combines were represented in the Netherlands. The German-
owned banke were, nevertheless, much smaller than any of
the large Dutch banks. In Selgium and France, no German
banks were operating before the war, Three new institutions
and one branch office were set up in Brussels by German
groups. These banks were to specialize in German-Belgilan
trade, but evidently did not compete with the two leadling
Belglian banks,whose posltion was strengthened by the
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closing of several inmportant native inctitutions. 1In

Paris, the German Bank der Deutschen Luftfahrt establishcad

an affiliate, the Aero-Bank, to finance aircraft production

and heavy industry. - The caepital was supplied by the Relch
out of occupation cost funds. The Acro-Bank also acted as
Tiscal agent of the military governor in natters of encny
property administration,which was the nain source of its
deposits,and was probably the chief tool for German
penetration into French industry. The other Gernan banks
operating in France carried on only linited activities.

Control over Luxembourg's commercial banks, formerly
in Belgian hands, was taken over by Berlin institutions
and séveral German banks set up branches in the Duchy.
liost of the branches and agencies of the Luxembourg banks,
as wcll as all minor establishments and the branches of
foreign banks, were closed, but the ®Ptete Savings Bank of
Luxcnbourg was linked up with the Gernan savings banks
systeom and expanded its activities conslderably.

(3) Private Insurance

Under the Yerman aegils, official control ovecr private
insurance business was strengthencd in the occupiled
countries. The respective native authorities, cither
government agenclies or corporative associations of insurance
companies, were supervised by the German authorities,which
appointed German insurance experts to this job. (In
Belgium, for example, the Uerman official was assisted Dby
a native collaborationist.) The Germans investigated the
business volume of all companies, requested regular reports
on Thelr financial situation,and appointed spgcial German
supervisors for some companies. Insurance contracts of
persons domiciled in annexed territorics had to be passed
on to specified German coipanies.

RESTRICTED




- 133 = RESTRICTED

German enterprises also penetrated into the
business of the non-annexed parts of France, into
Belgiﬁh;aﬁa the.Netherlaqu. 1/ Jointly with Italian
institutions, the German institutions took over by -
virtue of government orders the buslnass of British ’
and other Allied comnpanies which before the occupation
had opcrated in Italy and according to some reports cven
took over part of the business of native companies. German

re-insurance companiecs actively solicited business and

with the help of lnsurers and re-insurers in ncutral, occupled,

and allied countries set up the Union for Covering of
lajor Risks (Vereinigung zur Deckung yoh Grossrisilken),
Thls organization congtituted a pool which provided ecover
for risks which could not be placed on the normal market.
Its chief objective was to réplace the Sritish Lloyd.
Penetration of occupled countries by individual
German companies was not allowed to take place hapharardly.
In February 1941, all German foreign insurance was placed

under the control of the head of the Reichsgruppe Insurance

(corporative organization of German insurance), which advised
conpaniecs how to develop thelr business according to the
econorlc and financlal interests of the Reich. Western
Europe was regarded nalnly as a spherc of interest for
the companies in the 0ld Reich territory; Austrian companics
took the leading role in Southeastern countrics, espccially
through the acquisition of French interests.

As part of the "New Order," European insurance law
was to be reorganized andsimﬁlificd according to German

plans; a speclal section was established within the

Internationale Rechtskammer (International Chamber of Law) °
for this purpose. The plans resulted in some reorganization

of domestic business in countries where German influencec

1/Sonderanordaungen of Lilitary Governor in Belgium and
Northnern rFrance Wo. 29, issued 14 November 1940,
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was strong, but international schemnes were hindered by
financial instability in many of these countries,

e Public Finances

German occupation authorities issued decrees
ordering the continued collection of taxes and cuslons
duties by the native administratlon.i/ They did not assume
direct control of public finances in occupied countries
in Western Europe, except perhaps on the highest level,

Dr. .Fischbdck, the German Commissioner General for

Finance and Econonics in the Netherlands, had charge of

all matters pertaining to tine Dutch Department (Ministry)
of Finance; in Francé, a section in the military governor's
office handled "fisdél and customs policies"; ete., In each
country, the Germans levied considerable sums as a tribute
under .the title of "occupation costs,! or as an advance

to cover the cost of the occupation army. In some countries
the national government was forced to assume the respensblllity
toward the local bank of issue for the advances made
against export claims due to Germany. To this extent
German interference in fiscal policies was obvious. The
Germans were interested, furthermore, in price stability
and were known to favor conservative and deflatlonary
fiscal measures, but 1t is impossible to trace thelr inter-
ference with the fiscal policies of the napive governnents
in specific cases, Collection of taxes, issuance of
governnent paper to cover the budget deficit, and similar
measures remained functions of the native aduinlstration,
which was, of course, controlled and gulded by the German
occupation authorities. In this respect the German policy
in Western European countries differed radically from that
applied in the East, both in the "appended" countries and

in the territories administered as colonies.

1/ VBl-France, issue 2, 10 July 1940.
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In close analogy with domestic German policics,
native administrations in Western Europe applied fiscal
policies aining at reducing the inflationary effects of
the payment of war contributions with the help of central
bank crcdit. The measures put into effect included
specifically lncreased taxation and the issuance of
government bonds. In several countries such issues were
- made. solely to tie down surplus purchasing power, inasmuch
as the proceeds were appllied to redeem central bank
advances to the state or for deposit on a blocked account
witn the bank of issue, thus partly ofrsetting the
currency expansion. The centralizetion of tax collection
in the hands of the French state and replacement of local
tax revenuc by government subsidies resembled German fiscal
policies and was probably initiated by the occupation
authorities. The French state also assumed résponsibility
for financial measures connected with the dircction of
cconomic life, employment programs, and similar governnental
policiecs. Additional neasures bascd on German exporience
werc ained at the control of stock market operations, the
establishnent of maximum prices for sharesf?%ie institution
of special taxes on speculative profits, the objective of
which was to reduce speculation in stock values and direct
savings into banks and government bonds.

The amount of the occupation costs to be paild by
an occupied country was fixed in an agreement between tae
German authorities and the native government. In France,
for instance, negotiations took place every three months
between the German Armistice Commission and the French
Delecgation. The native government was of course forced
to accept the German Diktat. The French, repeatedly, but
without success, protested at the payment for forces
engaged in the war against Britain, which did not form
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pagt of the normal German forces of occupation.

Tbe funds collécted under the title of occupation
costs were used chiefly for the mailntenance of soldicrs,
for paynent of fequisitioned purchases, and for the
execcution of puﬁlic works for the German Army. According
to some reports the Germans also used such funds - - Dby
all evidence only to a small degree -- to purchase goods
for importation into the Reicﬁ and to purchase sccurities,
especlally foreign bonds, which they resold to reduce

their clearing debts to the Southeastern countries.

e. Financial Controls as a Means of Economic Exploitatlon

In the preceding chapters we have described the
nanetary and financial policies and controls applied by
the Germans in Western Europe. To a certain extent
gimilar methods of financial exploitation were euployed
in all other occupied and controlled countries, as shown
in pagt,c of this study. The present chaptgr contains
some est.mates as to the fotal,amount of contributions
in terms of noney ﬁhicﬁ the Germans exacted from controlled
nations,

Funds for payment of products and services in
occupied countries, other than those confiscated without
conpensation, were sccured by the Germans by several nethods:

(1) Occupation currency was issued in the form

of Reichskreditkassen-notes; in Western Lurope these notes

were retired sooner «: later by the local banks of lissue,
wnich acquired corresponding claims against the native
governnent or the Germans.

(2) Credits were taken by the Reichskreditkassen

from local banks of issue in native currency as advances
or deposits; |

(3) Unpaid claims against Germany on international
clearing accounts were accunulated;
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(4) German governnent paper was sold to ~banks
in occupiéd countries;

(6) Funds were collected from native governnents
to cover occupation costs;

(6) Matricular and defense contributions were '
colleected in territories appended to the Reichj

(7) Local banks of issue made advances to the
German military to cover occupatlon costs;

(8) Foreign currency was retired from circulation
in territories annexed by Germany;

(9) Special taxes, contributions, and penalties
under various titles were levied. 1/

From a formal point of view, soue of the above
itens constituted commercial claims (especially those
listed under 3 and 4); in fact, however, these funds were
nade avalilable to Germany under pressure and riust be
considered as forced loans forming part of the financial
exploipation. Official German speakers repeatedly stated
that Germany had the right to demand from the other natlons
financial help 1n3§§rm of credits in clearing accounts,
and even discussed the possibility oflrepudiating.part
of these claims. They asserted that a great part of the
German debt was incurred when Germany made non-commercial
peyments (in other words military expenditures) in the
interest of the common European strugsle.

The total of funds which the Germans exacted from
occupied countries up to 31 March 1945, was estimated af
120 billion Relchsmarks or roughly 25 percent of the total
German war expenditure to that date. This figure indicates
how important was the .contribution of occupled countries

to the Germen war effort; moreover, 1t does not include

1/ An example was tne penalty lmposed on Jews 1n France
Verordnungsblatt of Military Governor in France -No.49,
issuea 20 Yecember 1941).
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the value of goods confiscatgd as war booty or looted
without any pretense of Justification, nor does it
include the value of labor and services rendered at less
than usual wage rates, etc. The larger part of the con -
tribution of the Eastern territories is also not included
because of the specific methods of exploitation

the Gerumans used there.

Of the total of 120 billion Reichsmarks which
Germany recelved from occupied and satellite countriecs,
about 60 percent took the form of direct contributions
under various titles (for occupation costs, defense,
"¥oluntary" contribution to the war against Russia,
matricular fees); 40 percent the form of clearing and other
claims which the Reich or German institutions promised
to repay. The highest yearly total
was rcached in 1943, with over 30 billion Reichsmarks,
equlvalent to 30 percent of the German war costs in the
same year., The largest contributof was France, with
nearly 14 billion - - ° Relchsmarks (10.6 billion Reichsmarks
for occupation cost a..a 3.2 billion Reichsumarks for clcaring
advances); next was the Wetherlands, with a total of 4
billion Reichsmarks, Belgium with 3.5 billion Reichsmarks,
followed by Venmark and Norway with 1 b;ilion Reichsnmarks
each. *The Western Luropean countries tbgethur accounted
for neafly 80 percent of the total, with the Protectorate
(3 billion Reichsmarks) furnishing most of the balance.

In the first half of 1944 fhe yearly rate of financial
contributions increagsed further when Italy and Hungary
were forced to contribute consideradle sums to the German
war effort. Some sources estimated German revenuecs fron
foreign countries at 42 billion Reichsmarks yearly, as of
the sumucr of 1944, the total for the year belng of course
lower due to the liberation of France and Belglum, The
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Italian contribution was reported to be 8 billion
Reichsmarks yearly, and later 1ts rate was increased
to 10 billion lire per month, corresponding,to g? billion
Re;chsmarks per yecar, at the official rate .of..exchange.
Due to the price inflation in Italy, Germany did not
receive goods for this amount out of the Italian payuents.
Lstinmates for the total of funds exacted by the
Gernmans in occupied countries contaln none or only small
figures for the contributions of Poland and the occupled
parts of the USSR, In these countrles Gernan exploitation
largely took the form of loot, the value of which cannot
be assessed, Estimates or authentic reports of the amnounts
collcected as contribution and in form of taxes levied there
by the German authoritics, if available, would make the
extent of exploitation appear lower than it actually was,.
The various credit and "commercial' operations used by the
Gernans as a neans for exploitation of occupled and
~satellite countries resulted in an accumulation of German
debts estimated at 48 billion Reichsmarks in March 1945,
The total as of 31 December 1943 amounted to 36 bllllon
Reichsmarks, as the following list shows:

Relchsnarks
(in billions)

Clains against the German Clearing
Bank 16.3

Claims against the Relchskredltiassen
for advances 6.
for notes in circulation 2.

4
9

Clains against the Reich for govern-

ment paper 8.8
Claims against German banks for
deposits - 0.9

9, Adninistration of Enemy Property

a. Legal Basls

Among the first decrces issued by the Supreme
Conmander of the Germéh Arny after invasion of the '
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Western countries was a decree on enemny property

(Feindverndgenverordnung). 1/ This decree prohibited,
until further regulation, the disposal of property owned
by nationals and residents of the states at war with
Gernany,and authorized the nilitary commander in the
respective territory to issue further regulations. The
Reich Commigsioner for Administration of Enemy Property
was the central authority in these natters, directing the
activities of the;regiqnal authorities, He was subordinated
to the Reich Minister of Justice, but in problems of
economic character other Helich agencles e.é” the Fqur
Year Plan Office, issued directives, In France control
over enemy property waé taken over by the Military
Commander and exercised through the Economic Department

of the military administration,

The objectives of administration of enemy properiy
were threefold: first, to ascertain what was enenmny property.
This waes done through a census ordered by decree; second,
to secure control over such property. This was done Dy
appointment of administrators (Verwalter); third, in
exceptional cases, to liquidate such property by sale
or collection, Eneny property was consldered as mortgaged
in favor of the Reich pending decision as to its disposal
after the war,

Claims due to eneny nationals and residents were

collected by the Treuhand- und Revisionsstelle, an

organization with branches in Paris and other capitals
of occupied countries, which acted as a trustee for eneny

property. The Treuhandstelle also acted as recipient for

profits acecruing to enemy accounts and for the sales proceeds

of enemy property, if liquidation was ordered. The

1/Decree of 23 lMay 1940, Verordnungspblatt of Military
overnor in France. issue l.
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Treuhandstelle in Paris at first deposited eneny funds

in blocked accounts or in form of government bonds with
Bdarclay's Bank 1in Paris; -these deposits were later
transferred to the CGerman-owned Aero-Bank,which needed

money -to-conduct its business. The eneny clainsd continued

to be owed by the .Trsuhandstelle. Deposits with French

banks due to enemies were frozen and in 1944 transferred

to the account of the Treuhandstelle with the Aero-Bank

The Devisenschubt zkommando also ordered the openihg of

safe deposlt Dboxes owned by enemies, Foreign currency
and gold found in safe custody with French Banks was sold
at official rates to the Relchskreditkasse in Paris and

were
the proceeds/credited to the owner in a blocked account

at his.former bank. Securities found in safe deposit boxes
were blocked but not liquidated because,it 1s reported,
the Germans feared complications in case the owners made
claims for compensation.

Appointuent of administrators for enemy property
was exclusively in the jurisdiction of the Military
Conmizanders who, however, delegated his powers in regard

to real property to the Feldkommandanten. The regulations

for administration of cnemy property were published in a

technical manual, Dienstanweisung flir die Verwalter von

Feindvermbgen, issued by the Military Commander sin . France.

b, The Administrator

The administrator was not considered as an officlal
or civil servant, but rather as a person exerclsing a free
profession, under orders of the Military Commander whom
he had to assist in the prosecution of war tasks. He was
paid on a per diem basis and was relmbursed for expenses by

the Trustce and Control Office (Treuhand-<und Revisionsstelle).

Payment of per diem expenses could be suspendeé¢ 1f the
administrator had any business interest in the property in
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question, The administrator had to ask the military
office for authorization before taking advances,
commigsions, or other benefits from the administered
enterprise,
The administrator's first task was to ascertain

what constituted a particular property. The basic principle
for hls subsequent operations was to administer the
property for the benefit of the heich, acting as trustee
in accordance with regular business methods. The interests
of the cnemy owners had to be fully protected, unless
this action was contrary to the benefit of the Reich.
The administrator thus acted as a trustee of the Reich
and the delegate of the military governor, who remained
responsible for the aduinistration of the property.

Thére were two types of administrators, determined
by the kind of property .subject to administration, A

Betelligungsverwalter administered only the interests of

an enely.as represented by stocks, shares, participatlions,
etc. Such an administrator had the powers of a stockholder
or partner, but the appointing authority often granted

him additional rights in the enterprise. At all events,

it was his role to supervise the enterprise in the intercsts
of the Reich, The sccond type of administrator was the

Gesamtverwalter, who was in charge of an enterprise 1ln

which an eneny's interest was considerable; for example,
ownership of 40 percent of the stock of a corporation,

The administrator of an enemy enterprise had
unlinited powers in his work ,whereas the powers of
managers and cther functionaries were suspended. He worked
in accordance with general and spccial orders of the
military governor, whom he kept currently informed about
the status of the enterprise. He had to request consent
of the military governor before acting in such important
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matters as the.appointment of managerial personnel,

the adopti&h.of measures in the field of wages and

prices{ the bontracting of loans, the confirmation of
decisiopsléf.shafeholders, etc., Permission of the authority
was nécesséry a8lso for transactlons between the administrator
and the enterprise.

The administrator was authorized to appoint or
veappoint native managers to work under his control. The
manual sﬁgéested that he have these managers submit proposals
regarding the busincss operations so that the administrator
could refrain from initiating such acts and thereby make
the natiye managers responsiblc to the shareholders., His
dealings with the managers had to be in writing and
confirmed by their signatures. He was advised to comply,
as far as possible, with the native legal regulations
concerning the manﬁgement of the enterprise; it was especlally
incumbent upon him to convoke regularly the board of
directors and general neetings of the stockholders., The
decisions of these bodies, however, were valid only when
confirmed by the administrator, but the responsibility was
shifted to‘fhe native bodies, This procedure was con-
sideréd of special advantage in regard to French enterprises,
which often owned property in the (then) non=occupled part
of the country where the German decres on eneny property
was not considered valid,

Eneny enterprises were operated on the principle
that all enterprises in occupied countries should produce
the maximum for the German war effort with the least cost
of labor and méterials. Wages were not to be increased,
and prices were to be kept stable. If an enterprise
made large profits while working for Cerman account, its
cost calculations had to be submitted to price controllers.
Profits aceruing to the enemy account were deposited for
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the Treunandstelle in blocked accounts with the sero-Bank
in Paris. If an enterprise was liquidated because of
lack of goods, funds, or for other reasons, the proceeds
of fhe sale were deposited in this bank, Every eneny

enterprise had to pay a monthly fee for administration to

the Treuhandstelleswhich in turn pald the expenses of the
adﬁinistrators.

Property of Jews with enemy status was not subject
to special treatment, but no objections were made if the
native governnent decided to liquidate such property. The

procceds were then deposited in a blocked account. The

administrators were also ordered to support the administrators

appointeéd by the French General Commissioner for Jewish
Questions, cspeclally since thelr activities were often
hamﬁered by resistance of the French population,

Control of foreign banks operating in France was

"placed in the hands of a Reichsbank manager appointed

by the nilitary governor ag Verwalter der Feindbanken

(administrator of enemy banks). These foreign banks
continued to operate but required a license for payments
as well transfers of securities. Inasmuch as 1t was
expected that the banks would become Reich property, the
administrator did not issue such permits liberally. By
order of the Heichsbank the administratorlrequested the
banks to deposit their liquid assets with the German-
owned Aero-Bank in Paris,

c. Penetration g£ German Buslness

Shortly after the Franco-German armistice had been
signed, many German business firms showed a desire to
acquire participations in French enterprises controlled
by encimy interests. Such tendencies were favored by the
military governor only if the Minister of Econonics gave
them his support. According to international law, however,
enemymheld participations could not be acquired, but it
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proved advantagcous to entrust German firms with supervision
of the production in some enterprises. This practice did
not tive them any capital participations but it was declared
that atnsome later date —-- say after the war -- transfer

of cneny participations into German hands might bz ordered.l/

10. Controls over the Italian Economy

a. Principles of Control

When confronted with defectlion in the ranks of
thelr allies, the Germans took over control in military
and economic matters in the respective country as far as
military developnents permitted, The outward form of
German relationship continued to be an alliance, which
obliged the native quisling regime to supply industrial
and agricultural products for the common war effort to the
utmost of the capabllities of the country. Among the
countries so treated by the Germans, Italy was the most
prominent.from September 1943 onward.

German controls over the Italian econony wcere
in method gnd extent sinilar to those employed in the
conquered éountries of YWestern Europe,;and are classified
as of the indirect type because they were based on the
continued functloning of the native administration. The
Reilch was represented in its relation with the neo-Fascist
government by its Plenipotentiary for Italy, Ambassador
. Rahn, but several German agencles operated outside this
diplomatic channel.

In order to assure the systematlic exploitation of
the Italian economic resources for the German wal machine,
Hitler, as Supreme Commander of the German Armed Forces,
ordcred Albert Speer, the Reich Minister for War Production
and Armaments, to secure all lmportant installations in

Northern Italy uscful to the war economy and

I/ Ses above E 6, © O.
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to utilize ‘them: for the common war effort.

He authorized Speer to take all measures for maintaining
the security of war production in Italy, in particﬁiar

to transfer machine tools and other cssential equipment
from territory threatened from the air to other factories
in or outside of Italy, including factories in the Reich.
Hitler also ordered the Cerman Arny to supply the neccssary
transport facilities for evacuation of important machine

tools,

b, Exploitation of Industry

In accordance with this order, Speer appointed
General Leyers as General Commissioner of the Reich Ministry
for Armament and War Production for Italy. This official
headed the Armanent Inspecctorate in Milan and delegated
German officials and technicians to important industrial
plants to integrate production with the German progran.
Factories working for the Geriians were protected against
the labor draft and confiscation of their stocks; they
also. received supplies of raw naterials, fuel, etc., and
were reported to be exempted from the "socialization'”
measures of the neo-Fascist state.

General Leyers co-operated with the Italian Minister
of Corporative Economy and the heads of the various
corrmittees and offices established by Italian industries
to take part in government control over business. Some-
time in 1944, the neo-Fascist authorities and the German
Anbassador agreed on the general principles regulating
the transfer of industrial materials to Germany, To
inplenent this plan a decree was issued on 4 June 1944
and specific agreeiments covering individual industries
countersigned by the chiefs of the Italian industrial
control offices were later signed. On 26 October 1944,
for example, an agreement covering the chenical and rubber
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- industries was conpleted. ‘Thys docunent statel that

Italy and .Germany had agfeed that Italian firms -should
transfer to safer places raw nmaterials and sewnifinished.
and finished products essential to the conduct of the
war to prevent thelr being exposed to eneny attacks.

The transfer was to be effected upon ordér and with

the help of German authorities, but the Italian industrial
comnittee was supposed to be asked for authorization.

in ecach case. The goods were either transferred inside
Italy, sent sbroad for storage, or sold to German firms,
If a firm stored goods, it was authorized to use themn

in 1ts own plant against payment of the prevailing price.
Italian firms selling their stocks to the Germans were
pronised supply of other matgrials after the war. Raw
naterials necessary for continued production in the
Italian plants were freed from transfer obligation in
quantities specified in regulations issued by the Ministry
of Corporative Econony and the Gernan Conmissioner of

the liinistry for war Production and Armanents, Payment
for goods transferred to Germany was made through the
clearing transaction. The agreement was declared to be
retroactive to cover transfers of goods.taken over
previously by the Germans.

There is ample evidence that the German authorities,
even after signing this agreement, did not refrain from
high-handed "transfer decision.," The Italian Committee
for Chemical and Rubber Industries igssucd a menorandum
in which its member firms were advised of the contents
of the agreement and were asked to decline any requests
for transfer of goods made directly by German authorities,
including military authorities. They were advised to
produce in any such case a copy of the agreement in the
German language and to nptify the Comnittee so that it
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could intervene at once. ;/ If the German authorities
wanted to speed up the transfer of goods, they were to
address their request to the Committee through the
proper branch of tne Ministry for Jar Production and
Arnenents,

In October 1944 the heads of three industrial
comiiittees established by the neo-Fascist government
asked the Ger@an ﬂinister and the Armanent Courlissl o.ex
to prevent the compléte deniolition of Italian industrial
plants in case of a Gernman retreat. The Germans at first
promised to give these requests full consideration but
later reversed their attitude and declared thaf;all
measures ﬁf destruction would be dictated by military
consideratioﬂs only., Upon this declaration the Italian
industrialists resigned from thelr positions. In a letter
addressed to the Gorman Ambassador they accused the German
military authorities of deciding arbitrarily upon
destruction of planté and removing materials and equipment
which werc indispensable to the Italian economy but not
necessary to the war.,

c. Financial Exploitation

For a short period the German army used Reichskredit-
kassen notes to pay for its local pdrchases, but these
notes were later rétired and all expenses paid in italian
currency. As in most other countries, the Germans |
paid good prices in Italian paper money for all confiscated
goods. The nco-Fascist government paid a war contribution
to the Reich amounting to 6 billion lire per month,
rising later to 10 and 12 billion lire (equivalent to
between 7.2 and 14.4 billion Reichsmarks yearly). The

Italian currency was depreciated by the Germans in Septenmber

.—_—

I/K similar procedurc was suggestved to Danlsh Tarmers
Threatened by confiscation of their products by German
authorities; see E 5.
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1943 by an .inercase of the.lire value of 1 Reichsmark
from 7.6 to 10.lire.. A new clearing agreemeat was
concluded between Germany and Italy, and Italian clains
against the Berlin Clcaring Bank increased at a rate
corresponding-to the volume of Itallan exports to Germany
and the amnount of earnings of Italian workers in Germany
transnitted to Italy. Only a small part of thc war con-
tribution was covered by taxatlion; the greater part of
i1t, and most of the clearing claims, were financed by
printing Italian currency. As a result of thls action
inflation progresscd rapldly and made price controls
ineffective. The Germans, therefore, refrained after a
short time from combating the black market and charged the
Fascist police with this task.

11l. Controls over Uncccupled French Territories

Even before occupation of Southern France at the
end of 1942, Germany exercised a conslderable amount of
gconomic control in unoccupied France, in French North
Africa, and in the French colonics not held by General
Charles 8e CGaulle. The main instrument for this control
was the franco-German Armistice Comuission,which had both
the functions of dircet supervision in unéccupied
territory and the task of presenting German claims to the
Viehy government. The German sArmistice Commiselion estab-
lished a special Bconomic Delegation (transferred in 1941
to Paris), .-the main_ function of which was to implement
German economic demands in the unoccupied territory. It
supervised the collection of the oc&upation indemnity and
the economic exploitation of the South Zone and North Africa
for the CGerman account.

The three Control Inspectorates establighed by the.
Armistice Commission for the North Zone, the South Zone,
and North Africa were subdivided into smaller units in the
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uore important towns; they handled both military and
gconomic controls. There was a number of specific del-
egations like the Mineral 01l Control Commission in
Marselille, the German Purchasing Commission for North
africa (co=operating with the Control Inspectorate at
Casablanca, and ecpecially its branch the Armaments and

. lineral 0il Commission), and the Permanent German Delegate
for Indo-China. Germen Control Inspection Boards, one
eachh in oecupied France and non-occupied France, were
appointed to execute the Franco-German agreement on

the construction of aircraft, with special comnmissioners
supervising the work in French factories. Subconmissions
exercised control over raillways, roads, ocean shipping, and
airfields; a German Commissioner for liaritime Traffic and
nuilerous German transport experts were appointed for
specific tasks. French liaison officers were attached to
nost German commissions and.delcgations.

From the German point of view the Armistice Convention
contained a considerable number of loopholes, especilally.
because it did not assure them direct control over French
industry. The Germans, therefore, did not literally follow
its provisions but rather used it as instrument of
exploitation, supplementing it by threats and high-handed
orders (Diktats). The German demands on Vichy consisted
chiefly in requests for supplies of raw materials and goods
manufactured out of existing stocks (e.g., motor vehicles)
or %o be produced in France, as weli as labor to be con-
scripted for work in fhe Reich, When the Germans wished
French factories to he employed on German war work they
dealt with the French Government, mostly through the
Armnistice Commission, The French usually requested ccrtaln

facilities as quid pro quo, such as the right to retain

a proportion of products (e.g., explosives for industrial

use ), food deliveries from Germany, suppression of French
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food deliverics to occupation troops or of exports to

France, release of factory workers who Wore prisoncrs

of war, ctc The Ge}méﬁiédbpted'a s&étoﬁ‘of Bartéfing

goods;'inM%ﬁc workihg'Bf4wh£éﬁldbliasorationiéts playéd

a large part and were depended upon, by this means the Germans

furthered their own ends and secured the aid of the collabors-
r» " :

;z}i;us programs of manufacture of arnanents, chenicals,

and tools for German account were worked out;involvihg

also plants in the uﬁoccupiéd zone. For alrcraft con-

struction a specific prograu was drawn up in 1941 by the

representative of the German Luftzeugneister and the French

. L] .
Chicf Enginecr of aviation. In nany cases the Germans
prcsented to the Frencih governnent contracts with French

industrialists as fal®t acconplis

The CGerian Armistice Commiasionja control over
transports couprised specifically the novement. of French
nerchant shipping, the transhort of war material, and the
supcrvision of goods ;n general to prevent export of raw
materials, foreilgn exchange, etc. The larger French ocean
vessels were selzed, and peruits rcquired for all other
‘vessels before salling. The Germans controlled cargoes of
inconing vessels. This supervision of ocean transport gave
the Germans the oppof%unity to control cxchange of goods
betwecn unoccupied France and Horta Africa. They used thls
chance as a pressure instrument to bring these territories
under thelr economic domination.

The German delegationé in Horth Africa . organized the
exploitation of the mineral wealth of Morocco, dispatched
raw wmaterials, machinery, and war materlal from there to
Germany, ctoc. They establishcd a special commission for
purchasing notor vehicles. ’The:Germdn‘aeleEations had no
executive powcrs in Horth Alrica; fﬂef'requcstcd the French
liaison officers to secure compliﬁnce with aruistice terms if

violations were discovered and referred the matter to Wiesbaden

1T no corrcction was made.
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Appéndix: I, ORGANIZATION OF THE DEPARTMENT FOR ECONOMICS
(ABTEILUNG WIRTSCHAFT) OF THE-MILITARY COMMANDER IN FRANCE
. . ((PARIS) . ;
'“Tﬂe following table shows the organizdﬁion of this

depzrtment, which operated as a branch of the Administrative

Staff headed by Staatsminister und Xriegsverwaltungschef
Schmid ¢ !

Group I. General Routine
Sectisn 1., Legal matters

Section 2, Aryanization
Section 3, Enemy property
Section 4., Press

Section 5, Statistics

Interpreters, pas sport offics,registry, printing office

Group II.

Industrial economy: General Section

fain Section Pl-Raw material plannin
llain Section Ro—Organ%zation gf raw ﬁnterial distri=-

bution
Main Sections in charge ef planning and control of pro-
duction and distribution of specific industrics:

Main

Main
Nain

Main

Main

Main

Main

Main

Main

Main

Section
Section
Section
Section
Section
Scction
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

Section
Section
Section
Section

Section
Section

Section
Section
Section
Section
Section
Section

Section
Section
Section
Section
Section
Section-

A-Mines and guarries

Al-Co2l and peat

A2-0res and salt

A3-Stoncs and clay

A4~Potash

A5-Pit props

B-Mineral oil industry

C-Utilities (power economy)

Cl-Electricity

C2-Gas

C3=Wiater supply

D-Iron and steel preduction and foundriecs

Dl-Iron and steel productio

D2-Foundries :

E-Non-ferrous metals

El-Control of consumption

E2-Production, purchasing, and transportae-
tion

E3~Smelters and foundries

F-Iron and metal working industries

Fl-lachine construcfion

FF2-Locomotive shops and other metal work-
ing industries

F3=-Shipbuild ing

F4-Precision tools, optical industry,and

G-Chemisol 2822190 PH80 5  traas

Gl-Chemic~? industry

G2-Rubber jasbestos y carbon black

G3=Industrial fats

G4-Glass and cereamic industries

H-Building industry, materials and equip-
ment _

J-Textile and papcer industries

J1-Textiles

J2-Paper and cellulose

K-Other industries

Kl-Leather

K2-Furs
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Eection %2 Miscellaneous goods
ection

Section KS—Reclhimed m"teriwls

Main Section I~Organization; trade, crafts, tourist
] trade 5
Section Ll—Organization of business
Section L2-Trade
Section L3-Crafts
Section I4-Tourist trade

Group III., Food and agriculture
Section l=Production -
Section 2-Distributien.
Section 3-Land cultivation

Group IV, Forestry, Timber, Hunting, and pishing
Section l-General
Section 2-Forestry
Section 3-Timber industry
Section 4~Hunting and river fishing

Group V. Foreign Trade and Exchange
Section l=Foreign trade
Section 2-Transfer of capital funds

Group VI. Freight Tronsport-tion

Section 1-Organization and basic questions,ocecn trans-
ports

Section 2-Planning of transportation on railways and
waterways, co-ordin~tion with other oc=
cupled western countries and the Reich,
monthly transportation programs, transit
freight, statistics

Section 3=Transportation of industrial products

Section 4-~Transportation of focd, timber, fertilizers

Section 5-Control of French measures pertaining to trans-
portation

Group VII. Labor and social problems

Section l1-Employment in France, procurement of workers
employment of prisioners of war

Section 2-Labor code, work conditions, personal matters

Section 3-Social insurance

Section 4-Hiring of labor for Reich

Section 5-Propagcnda, transportation of labor, statis-
tics

Group VIII. Currency, credit, insurance
Section l-Currency and credit
Section 2-Stock morkets, statistics
Section 3-Insurance

Group IX. Fiscal and customs policies

Group Xe. Price control

Section 1-Coal, ores, metals, machinery, utilitics

Section 2-Chemicals, stones, construction matericls,
textiles, glass, vottery, wines, spirits

Section 3-Agricultural goods, foods, catering, timber,
wood products, paper, printed mkterigl,
leather, vehiclesy. electro-material

Section 4-0Organization of price control, industrial
admin%earctlo%rico-oner'tion vith other

occup oun
RESTRICTED



- 154 - RESTRICTID

L

Appendix IT. CATALOGUE OF GERMAN AGENCIES IN FRAINCE
The following list of ferman agencies interested in
economic matters concerning occupied French territory is
based on the mailing 1list for the "Special Economic Regulations"
published by the Economic Department of the Administrative
Staff of the Military Commander in France. It.indicates the
great number of German agencies which in one way or another
participated in planning and executing policies of eccnomic
control and exploitation in occupied territories.
(a) Military and attached agencies:
Command staff and administration staff of the Military Com=-
mander in France
Chief Quartermaster Vest
Chiefs of Military Administration Districts and subordineted

Kommandanturen

Supreme Command of Army and of Armed Forces (OXH and OKI)
Supreme Commands of Army Group and of Armies stationed in Viest
General of Air Force, Paris

Generalluftzeugmelster

Luftzaukommande (territorial aviation commands)

Commanding Admiral in France

WVD (Army Corps Area Administration;/), Paris, Brussels,
Stuttgart, Berlin, Kassel

Militery Commander in Belgium and Northern France, Chief of
Administration Staff

Construction Management (Beauvais)

Army Field Postmaster
Foreign Exchange Control Command
Military Transport Division (Paris) of Chief of Transportation

Cormmand Post of Frontier Customs Control in France

1/ The meaning of this abbreviation is not clear,
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(b) Civilian agencies in Reich:

Reich Marshal of Greater German Reich ==~ Delegate for the
Four Year Plan (Berlin)

Reich Ministry of Interior

Reich Ministry of Economics

Reich Ministry of Food and Agriculture

Reich Forestry Office

Reich linistry of Finance

Reich Ministry of Transportation

Recich Ministry of Labor

Reich Ministry of Justice

Foreign Office

Reich Commissioner for Price Control

Reichsbank

Superior Auditing Agency of the German Reich

Reich Foodd Estate and Reich Peasant Leader

Reich Commissioner for Administration of Enemy Property

Chiefs of Civil Administration in Lorraine and in Alsace
(¢) Civilian agencies in France:

Representative for France and Luxemburg of Reich Minister
for Armaments and Viar Production

Delegate of General Commissioner for Motor Transportation

War Economy and Armament Staff (labor Armament and Procurement
Staff) and Armament Inspectorates and Commands

Inspector for Control of Raw Materials in Belgium and France

Technische Nothilfe, Operatimn Unit (France)

Abwehrleitstelle Paris (Counterespionage)

Staff of Organisation Todt (Paris)

Germen Armistice Commission (Paris)

Liaison Office Fmnce oftheOanization of German Economy
Propaganda Unit

Commissioner with the Bank of France

Central Order Office (Paris)

Reichskreditkasse (Paris)

German Legation (Paris)
Territorial Organization of NSDAP
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