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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
ulpimate political objective of German occupation == namely;
whether the territory was expected to become a part or an
appendix of the Greater German Reich, or whether it was to
be re-estohlishedafter the war as a (perhapé'only nominally)

indevendent state. The technigue employed by the Germans

to ex3101+ occupied Soviet hussian territories was TysICAY

L R

AT b R R T AR, O e M T
of +he pattern of dlrect control, while German organization

. v n e W
e

f ”estorn IZurone typlfled the more 1ndirect method,
o i ]

2. The Economic Objectives of Germany in Occunied Countries

The objectives of German economic policy in occupied

countries can be summarized as follows:

First, exploitation of natural resources, production

p— o : e
facilities, and labor to boost the German war effort and to
R s— e _—‘yry

increase the standard of living of the German people,

Second, es*abl*shment of the Gggﬂipbgelch and its
business in a position of dominance in the econonic 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

auth uritles

a)reorganized economic controls in the occupied countries

and transferred key nositions into German ‘hands, or into hands
e Ay A AR A ST AL A
of cuislings;

b) assisted or prepared the Uenetration of German
—— VI A § g

industry and finance into the ownership and control of the

more important enterprisesy

3 RTSTRICTED
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¢) ligquidated economic posgitions and particinations

m———

held by citizens of Allied countries;

d) tried to weaken permanently native industry and

finance, to destroy its economic independence, and to .

R P it S

iIntegrate 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.
There were differences from nation to nation in the ultimate
objective as well as particular technique apblied. These
differences “iere 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

7('.l-erm:*rl econonic objectives were:
a) Fully to integrate incorporated Austrian,Czech,

. Polish, French, and Belgian territory into the German economy,
and liquidate positions held by non-reliable elements of the
population.

b) Similarly to integrate the non-incorvorated
5 Protectorate of Bohemia-Moravia and the General Govcrnmcnt

of Poland.

\nsform the Eastern territories into colonics

)

¢) To tr
l of the Reich.
d) To exploit temvorarily occunied territories in
western and southcastcrn Europe in'favor of the German war
economy while strengthening German positions therce as much
as was considcred compatible with the expleitation policy.
As the fortunes of war shifted, marked changecs in
German poliicy occurred in several countries in the coursc
of the occunation., 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 countrices was supplanted by a policy of industrial

RESTRICTS
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cxploitvation, Contracts were given out for armament and other

goods to bhe 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 cconomic

exploitation of occupied countries was not directed exclusively

[ITR———— T el .
to further the German war effort and to raise the standard of

A RS AN AN TR IO

living of thc German people in general. Members of the Nazi
Party and of affiliatcd organizations, officers and other
members of the Germen armed forces, and officials of German
government agencies and of organizations charged withofficial
functions, as well as German businessmen, enriched them-
selveslﬁorsbnally when acting on behalf and in the namc of

the German Reich in occupied countries, and gave their friends
also an oovortunity to share in the spoils of conquest,

This »rocedurc was not only tolerated by the German

Government but at first constitutcd part of its nrogram of

cxploitation., German business organizatiohs and firms, wthich

were given an imporf&ﬁfAESigﬁiﬂhEhé ¢6£££Si?65”5¥55uction
and distribution in occupied territories,had thc nossibility
of acquiring goods, sharcs, and evcn plapts at cheap prices,
of cowerting inflated marks into merchandise and capital

participation

n

y and of cmploying forcign labor under con-

ditions often rescembling slavery. German business,morc-

_N-

overy 'ios promiscd post-war opportunities of expanding

into the industry and commercc of western Europecan countii®
through the assumption of Allied nroperty, and through the

equlsition of industrial cnterprises in the conquercd

ct

as

©

crn territorics, German soldiers werc nromiscd land

scttlement in the Best.:


http://counfflj.ua
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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/ "Pérty, Army,
and Government departments have in the last ycars acquired
in legal or illecgal ways, pcrticularly in occupicd territory,
stocks of zoods in various quantitics and have disposcd
of thcm against payment or othcrwise'to persons or groups
of persons of thcir close acquaintance, This procedure
could be tolcrated, though not apnroved generally, as long
as the most urgent requircments of the population and of
the important war agencies could be assured from stocks
available to the respective Réich agencics. The prescnt
situation, however, calls for stringent mcasuresese.s It
is intolecrablce that goods available to the Reich should be
disposcd of to persons who only obtain them because they
arc mcmbers of a certain organization or agency., All avail-
able stocks wherever located and »11 articlcs of this Rind
nevly acquircd by the rcecspective.organizations must be
properly distributcd,.®

Specr folloved up this charge by requisitioning all
stocks of industrial raw materials and semi-finisnhcd and ©
finished goods not intended for immcdiate official use which
werc in posscssion of branches and associated organizations
of the Army, thc Vaffcn-SS, Policc and Labor Service,OT,

and all other State and Party organizations.

3. The Germoan Explanation of Economic Occupation Policies

Germon officials and writers discussing the econonmic
policiecs cmnloyed by the Réich in occunied territories
usually referred only to westcrn Europcan countries,although

they did not always make this clear, The East was

1/ 0SS CID 7125980,
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considercd an arca: rescrved for German colonization, and the
Lk bl

g
Reich's policics toward it were as a rule not discusscd in the

same catcgory with those applicd to France and such nations.

Rationalization of German economic policies in the

- wm;__: -._-‘.-ea.-v\.-'-'\!‘dwiws;x e

"lest went through three stages. At first, Germany's role P
B o N et PO 8 AR A
as founder and center of the New Order in Europe was doscribeds

T -
later, Gorm&ny s efforts to provide an increascd standard of

living and to strengthen the economic potential of'the oocupied

f R A A P e e
o BT I T A S T St R ¥ e da ST A g TN Ay T WERE:

countrics werc extolledz-and eventually, it was simply declared
that Et was the duty of the other nations to assist the Reich
inwthe fizht‘against Bolshevisn,

“Then Germeny's military and political vower was in the

ascendant, Nazi ideology conceived the "New Order" as the

R e

 pu————

oolitlcwl fr ork of the Euronean continent.- Under German

e P 3 5 e s A A AR et S SRS SPTS

dlroction thc European nations were to form a commonwvcalth

for lifc and defcnse (Lebens- und Uehrgemeinschaft). The new

order wis to cnable them to co-onerate in the economic field

cacefully, harmoniously, and productively., Europe was to b

a large spacce economy (Grossraumwirtschaft), an economic common-
Wﬂ!ﬁ’m - e — e ———

wealth (Wirtschaftsgemeinschaft) based on economic frecedom,
g _ on

o
Mo st I

which in Nazi languago meant indonendenoe from the necessity of

Wy A T

importing goods cssonti 1 to life and onfonso (relative auta rchy).

= e AU IR A APPSR SO AR T ¢ LT

p T .

and on conmunlty of ;ork (Leistun ﬁgsqemeinschaft or Gemeinschafts-

g

arbeit). Curopean economic life was to be dirccted toward

the Europecan centinental aim as defined by Germany, which, by

virtuc of its cconomic organization and its unlimited nceds,

was to take ovor ocoﬁo ic leadership and rospon51bllity in &1l

A ¥ e
polltﬁc 11y controlled *er“itories.
s S T IO STy g

Industrialization of European countrics was to nrocced,

but only such industrics were to be bullt up 2s vicre Justlfled

T T e T el Ul o bt S o B AL

by the n?:ur“l resourﬂos of a country as =oll &g by tne nceds
N Ot TPy 10y e PR TR TR TR TR, st

of the Duropcan market, The various BEuropean national cconomies

werc to ¢ integrated into the "large space economy" in such

tam e by

a way os to fit its structure and aim. This integratién

was considered 2 nurcly tochﬂicai probigm
RESTRICTED
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conditioned by the needs of Germany and the economic
orgenization of the country.concerned. According to
German declarations this new form of interstate co-operation
was to bc of much greater advantage to any individual

nation than was the former organization of world trade, 1/

The New Order, it should bc noted, was a propaganda
| | . — s

slogan used chiefly in Vestern Eurone wherc the Germans
o

werc interested in scourlng the COllﬁDOTLinﬂ of the Dopu-

i O A T A S —

[,

lation or at least of its lcading groups. The economic pOll-

A

cics applied to thu Eastorn countrlcs, cspecially Pol“nd -
and Rusgian terr;tor¢us, wercy significantly, not described
as the New Order but rather as the Qiﬁﬂlﬁmﬁfder (Deutsche
Ordnung)2/d051gnbd to serve as an 1nstrument for the efflux
of the German pcople into territorics to be colonized by
them and their racizally equal fricnds. There the Germans
did not cxpect the indigenous..population to collaborate
willingly and felt that supervision and direction of a
native administration would not be sufficieﬁt. They wviere
forced, thecy said, to build up an economic administration
of their own in which the native element was represcnted

in subordinate positions only,

The idea of the New Order as a Europcan commonwcalth
broke deown fairly soon under the double pressure of intcrnal
resistence within various of the Europcan componcnt parts
and of Allied victories on thc perimeter. Emphasis was then
shifted to the gains which Germany had won for the occu-
pied countrics, vhether or not they anpreciated it, Germany,
it was claimed, had rcescued them from the economic vzcuum
which rcsulted from the interruption of overscas trade. It - .
had stadlized currcncies, prices, and waéos; it had prevented

uncmployncnts it had secured the supply of food as far as

1/ AePictzsch in Sidost Echo, 20 December 1940.
_/ Max ‘du Prel Das_Genera 1gouvernmbnt Wurzburg, 1942,
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nossible; it had put European labor to nroductive use;
it had strengthened the peasantry and agriculture; and
it had introduced a planned economy.l/ Germany, according
to thesc apologists, had -placed orders with occupied countries
in order td kcep their labor employed,had supplicd the raw
materials necessary for these orders, and had transferred
uncmployod workers to the Reich in order to give them jobs.

It can be easily proved that these German claims are

untcnable and that the cbjective of German policy was pri-

T S i
marily to employ all economic resources of the Europcan
-, —_ = }’?’ﬂmmw#-awﬁl’* A e T M A T M D By s MBI

contincnt in the intercst of the German war effort and well-

= _uﬂl\'“‘_,,a..n,.m AT A e S Y Py i

% .
being, The fzct is,. that” if the Gerﬂans had not exploited

----- LI A e e oSN

their rescurces, the occupied countries would have preserved

Pt i R S PN W A U D R TR O B IR g e R TN

n much highor standard of living mnd ‘avoided infl“tion,
sﬁ”?%agos of cdﬁplv,;end in somc c°scs direct st rvaticn._

™ -t i et

Gorman writors -- although not Gerrman officinls -~ ropoatedly

admitted that German cconomle controls over occupied countries A
R AR —— e e ¢ e D TP

viere cxcrcrscd 50 as to sceure for tho Reich thc m“ximum of

- ot as L e g S Rt S

aSéT’tﬁﬂce) tncy clad rﬂd thct the wmrcomﬂcﬁh%thrmcny to

s .

1obillzc the productive forces of 21l European countrics,

fricndly or resistant, for the fight ~gainst Europe's common
enemies, Minister Funk stotcd; for example, that "when
considering the clearing balances it rnust not be overlooked
that this war is waoged for Europeﬂ 2/ while Dr, Eicke, 2
nanager of the Reichsb-nk, said in a lecture: "It is inevi=-
table thot Germony, which is carrying the main burden of the
war for ZEurope's cxistence should oceasionally run up debts
on the clearing. Any nation which m~kes unnccessary diffie

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

%64%¢nlstcr Funk, quntced by VOlkischer Beobachter, 13 January

2/ Deoutschcs Nachrichtenbliro, = 11 March 1944 (News Digest 1394).

RESTRICTED
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with its account in some other way 2t the onportune
momentess " 1/

In advancing the argument of war necessity as
Justification of German exploitation of occupied countries,

the Germans tried to assume rlgnts Which 1ntornatlona1 law

ok P WA 8
——

actually doﬂl 'S the occuoaot Germany succeedoé in trans-
et e Frova— i i 4™ M Fa A A R ey

ferrlnﬂﬁtathﬂ shoulders of controllcd naiions a large oart

I A L . o
L e — s g AN i I

» iR
of thie ecomoulc burden of the war and enriched the Germ n

pgEiniadre i
ropulation, UhllC “illions of slave laborers and inha»itants

i s B Tt T ea—

Sy,

of occupied countrles starved. Such action was in plain
ez pameeTag)

contraciction to the regulations of the Hague Convention of

e e

1907 respecting the Laws and Customs of War on Land, which

forhids the lovying‘of oontributions and requ151tlon1ng for

Mlirmisinniy R ipiars AR e
needs other tnan those of the army of occupation, stating

LoMpEC e

that tﬂls rﬂqulsltlonlnv sha11 be in orooortlon to the

resources of the country., The occupant, in short, is cnjoined
from creating excessive economic misery and from entiching
himself and indemnifying himsclf for the.expenses of the war, 2/

In any cvent, not even war reguirgments explain
J ] oAb d e I
fully or adequatcly the economic measuros vwhich German

G T e A LA B e M o R

authoritics imnosed on occupied countries. A definite

N v

tendency vas cvident to wecaken some of the controlled nations
Wty
perngnoﬁtly and ¢o change theilr economic structulo in such

Mgy e FEAY S
e

way as +o assure Jerm n domlnation for the post-uar period

T Caa e AV

T =

or at least to make inevitable a strong and lasting German
economic influence,

4, The Legal Basis of German Rule

The rights and dutics of a oelligoront power occuny=
ing cnemy territory are fairly well cstablished in inter-

national law; most of them have becen defined in the Haguc

Brosleucr Loucste Nachrichten, 16 January 1944 (News Digest

—_—

rnst d, T*‘o:'Llc}'lenfeld_ The International Lconomic Law of
Belligorent Occupation, ashington, 1942 (passim
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Convention., Nazi Germany nevér denounced the Convention
and was therefore bound by iﬁé-tefms. ‘As far as France is
concerned, Germany concluded an Armistice Agreement with
it in 1940 which exnlicifly defined Franco-German rclations
in occupicd and non-occupied territory.
*hile neﬁef dénouncing the Convention, Germany necver-
theloss did not. consider itself bound by Hague rulcs in
regard to territories occupied without a declarationof war
(cegey Austria, the Sudehtonldnd, and the Protectorate of
Bohemia=loravia), or territories occupied during a legal
state of uar »ut subscquently anncxed by or anpcnded to the
Reich, or organizcd as a "colony."
In order to make thesc conquests appeer. legal, Germany
declared Poland aﬁd Yugoslavia no longer existent as states

(debellatio)e It also considered itself entitled to annex

the occupicd pmrts of the Soviet Tnion because the USSR did
not adhcre to the Hague Convention., In violation of inter-
nationzl 1l~w, hovever, Germany did annex and incorporate into

the Reichh de facto, if not de jure, territories of nations

with which it as in a legal state of war (e.g., parts of
France and Beclgium), as well as territorics of its own allies
(such as parts of Italy).

Scveral of the countries occupied by German troops
werce techitdecally considered by Germany as "allied" or
"protected” countries. Although Germany exercised military,
police, and cconomic controls in these countries (e.g.;
Denmark, Croctia, and Italy),its relatiohs to them were based
theoretically upon a treaty of alliance or some other form
of agrecment by which Germen troops were allowed to be
st;tioned in and to operate from these countries and according

to which the feich was to receive cconomic help for the

comnon 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 their 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 status 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 congueror and his
ultimete 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 machinery -- or else indirect -- that is, in the
hands of the native administration, sunervised and directed
by the German occupation authorities,

| Direct economic controls werejas a rule, established in
territorics 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-
trition 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,

ne.merritorics incorporated or slated for incorporation

into the Reich: Austria, Danzig, Memel, and Luxembcurz,

L el
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and parts of Czechoslovakia, Poland, France, and Belgium,
These were transformed into administrative units of the
Reich, or parts of such units,

b. appended or adjunct countries (Nebenifinder); The

Protectorate of Bohemia Moravia (part of Czechoslovakia), This
was considered by the Germans part of the Greater German Reich
but hzd 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 wes subordinated to, the Reich, like a colony; the
Polish national element had no right of sclf-administration
exccptlon the strictly local 1avel, |

c. Territories under colonial administration: The

occupicd Russian territories. These were to be held and
dominated permanently by the Germans and serve as Spaco for
colonization. The native elem:nt was to retain only strictly
loccl administrative functions., The German state declarcd
itself owner of nearly all property, confining private rights
.to a vcry snall field (chattels, small shons, okt ).

The above threc categories incltde 2ll territorics
which the Germans intended to kcep under their permanent

and immedicte control after the end of the war,

d. Countries under wartimc control. During and immcd-

iately after invasion by German ~rmies, every occusied
territory was under German military government, This aphliecd
as well to the territorics of defzctive Gérman allics, over
which German military control was very similar in character
and cxtont to that exercised in defeated enemy countrics,

The Gernans did not, however, oxpect to retain military
government control aftcr the war in the "lestern European

countrics. The amount of power held by the notive
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administration and the degree of collaboraticn on which

the Germans were able to base their controls varied, of
coursc, from one Vestern councry to anothecr and changed

in thc course of time, yet all_Ueste;nlEuropean countrics
retaincd their existence as theoretically indepcndent statcs
with German administration being only superimnosod,
Netwithstanding the differcnces in political org-nization,
German economic controls in these countries were much the
SAMC,

c, Ierritcories under indirect political control,

Becausc of their control ovor cccupicd France the Germans
exercised & strong influecnce over the uﬁoccupiod sectinn
and over the coloni~l Empire. This influencc, not much
short of full political mastery,cennbled Germany to cxtend
its cconomic contrels over territorics which ahzd ncver bocn
militarily occunied. In a simil>r way, Germany was able

economic21lly to control also those countries alliced with it,
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B, THE CO-ORDINATION OF GERMAN CONTROLS

1. Rolc of Supreme Reich Agecncies

The ba51c poli01ﬂs for economic control of occuplod

" s i i S s e Y U R SRR DA
tﬂrrltorl s mere formulwtud hy the same Ee ch “uthDTltIOS

5 ol S L A e Vo ST R e et T R L T, ! + M MO RAL S v A e ]
whlch sct up production and dis*ributlon plﬂns for the
St i R et 5 o S P T e LA TR P S e Tty A B AH frgt <SRRI s et
uerm“n “conomy, that is,basically, tnb Officc of thn F%ur
R i AR 4 b B AR TSSO B R AN
Year Plan, the ! 1nlstry o; Armwments und ”ﬂr P“odubtlon, the

LY L ooy A e Tt g Crafg N P-4 LR L Ry

Ministry of uC nomics, and the Finistrv o 17‘oc>c1 and Agricul-
N e SRR AN AT e A “dt g B L =
turc, In the hands of these agoncies were vesg,d the suprcme
i M ARy P

“controls over the cconomic lifc of thce dominated nations;

e Wmm A T D0 A i v e W

they dircetcd the activitics of the occupation au*horiLl
DR

in cconomic motters, ﬂnd, by spceial authorization of Hitler
M

they somctimes issued decrees dircetly relevant to occupicd
B e

e A T A e g

countrizs, Actual hanpllc flon of cconomic controls in

i i

occunicd territory was, however, porxor od by | thv occunrtion
-~ e
authority proper, and the central Reich agencies in control
!lﬂllil'ilﬁilﬂm e

N it

of cconomic mntters headed no hicrarchy of control agcncics

h:viné poiicr in that territory, although they ere reorescnt-

cd through ficld sgencies and liaison offices all ovcer Suropec.l/
Exploitation of the cconoric resources of torritorics

i it g, AN S il
under military rule was organized by the war Lconony brwnch

of the German High Command (OKY), called f first YWcehrwirt-

. n
scnaft- und Rustungsamt, then Tehrwirtschaftsstab, and cventsl

ually Feldwirtschaftsamt. It co-operated with the civilion

authorities., This co-operation took wvarious forms but was

almweys very close, The Ministry of Economics and the Ministry

of Airmaments and War Production, for examnle, had officers
from this branch on their staffs. In some¢ cases military
authorities and civilian agencies were integratcd on the
regional level as well, as with the appnointment of 2 represcnt-
ative of the Four Year Plon toact as Plenipotentiary for

Economy on behalf of the military administr-tion in Serbie,

1/ Dentschland im Kampfe, Propaganda Ministry,Berlin, april 194C.
RESTRICTED
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The heads of civiliazn administration in occupicd
territorics werc directly responsible to Hitler, Threc of

them had cabinei; rank:

The Reich Minister for Occupied Eastcrn Territorics
The Governor of the General Government
The Reichsprotektor in Bohemia and Moravia
Others who we'e not considered as members of the cabinet but
were also <dimcetly resmonsible té Hitder, werec:
F.ecichskommissar for the Occupicd Norwegian
Territorics
Reichskommissar for the Occupied Dutch Territorics
Reichskommissar for the Occupiced Territories of
Belgium and Northern France (after July 1944)
Chicf of Civil Administration in Alsace
Chief of Civil Administration in Lorrainc
Chief of Civil Administration in Luxembourg
Chief of Civil Administration in Lower Styria
Chief of Civil Administration in the occupiecd
Territories of Cawinthia and Carniola
Chief of Civil Administration in Bialystok
Territorics under a chief of civil administration, though
not lcgoally incorporated into the Reich, werc for all nracti-
cal. purnoscs treated like Reich territory. ~'here it was
irtended that Reich legislation should ~pply to them, it was,
however, neccssary so to state explicitly in the law,

The cconomic control agencics of the Keich operated in
territorics legally or de facto incorporated into the Reich
Just as they would in any other part of the country., In the
Protcctorate and the General Governrment, which werc consider=-
ed as pirt of or appended to the Greater Reich, and in thec
Eastern territories which were treated like colonics of thc
Reich, rcgion=l economic controls werc closcly integrated
into the organization of the Reich controls; in somo ficlds,
Reich agencies werc operated dircetly.

Deerees of the Reich Ministry of Economics or of

other ceantral Rcich agencies were apnlicablc only in the

Reich »nroper; if they were to cover the territory of the

-Protcctoratc of Bohemia and Moravia (considerced as nart of

the Greater German Reich) specific stipuiation had to be
made to that coffedt. This was neccossarylalso in order to
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make a decrcec apnlicable in the General Government. As a
rule, thc authorities in the Protectorate and the General
Government issued decrees of analogous content to mtke
regulations ~nplicable in their territorics conform to decrcecs
issucd in the Reich., Only in exceptionnal cascs werce Reich
decerccs made direetly applicable to 21l occupicd territorics,
An cxonnle was the decrce of the Delegate for the Four Year
Plan-Tlenipotentiary for Armaments Tasks on Conversion of
Motors, issucd on 22 Scotember 1942 in agrccment with the
suorene command of the armed forces, the Ministry of ZXconomics,
the Ministry of Food and Agriculture, and the Ministry of
Transportation. This decrce was declarcd valid for the Reich
proper, the Protectoratc, the General Government, occupicd
Belzium and France, Serbia,. Alsace-Lorraine, Luxembourg, Lower
Styria, Southern Cawintha and Carniola and the Occupicd
Eastern Territories, It was, however, sveccified that excc=
utive dircetives would be issucd, in ogrecement with the

Plcnivotentiary for Armament Tasks in the Four Year Plan,

Central Office for Gencrators, by the Reichsprotektor, the
Reich Ministry for occupied Eastern Territorics, the Gencral

Goverinor, the Reichskommissare of the other occupicd

territorics, the military governnrs, and the chicfs of
civili~n administration in their respecctive territorics.

Another example of a decree valid in occupicd territories
was Hitler's measure of 18 January 1942 av~ointing a General
Inspeetor for Motor Vchicles authorized to investigate matters
within his ficld with military and civilian azuthorities and
with privoate enterprise in Greater Germany, the Generzl

Govermment, the occupied territories, and the zones of operation,

2, Ficld Offices of Reich Agencies

The leading role in the co-ordination of cconomic
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policics in the occupizd ‘torritories was nlayed by the
Office of the Four Year “lan,whereas ' the Ministry of TIntcrior
had thc task of formulating legisletive acts in regard to
occupied countrics and orgahizing the integration of annexed
territorics, ‘lumerous devartments, Seotions, and divisions
.in variors governmcntal cconomic agencies and corporative
busincss organizations handled economic proble=ms of occunicd
territoTics, In addition, the following special agencices
were sct un under ceéntral Reich authoritics to opcrate
exclusively in occupicd territorics or as Reich agcncics
with spcecific extension of their powers over such territories:
Under the Delegate for the Four Yecar Plan:
Generel Commissioner for T‘co‘w_omy in Serbia (Belgrade)
cncral Commissioner for lctal liining in the oouthaast
(Belgrade)
Commissioner for 0il Tasks in the Southeast (RuuAWrest)
Delezate for Scrap Mctal Collcction in a¢l Occunicd
Territoriss
Spceial Delegate for Timber Supply in the occuwnicd
Soviet Russion Southcast (Xicv)
lain Trust Office East (Heupttreuhandstelle 03%)

General Commissioncr for ths General Government
(Krakow)

Delegate for 01l Exnloitation in the formerly Pelish
“territories
chtrel Office for Generators

Under the !Tinistry of Economics and ~ttached to the Reichsbank:
Gorman Clearing Office (Deutsche Verrcechiungskassc)
oichskireditkasse

Under the Ministry for Finance:
Delezate for Questions of the Main Trust Office
East (Eaupttreuhandstelle Ost)

Under the Transport Ministyry:
General llanagement of the Eastcrn Railroad (Krakow)

Under the Reichswost IHinistry:
Scction Zast

Under the Reich Commissioner for Ocean Shipping:

Dclegnte ior Ocenn Shipping for the occupicd Norwegian
territoric

Delecgate for Ocoan Shipﬂing for the occupicd Dutch
and Belgian territoric _ '

Dulﬂ?i*u for Ocean- oalpnlng for occupicd France

Deloga ¢ of Reich Commissioner for Ocean Shining
for unoccupied French te*ritory

Dclegate for Ocean Shipping fcr the Ostland

Deloguun for German Shipning in the Black Sea
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The Ministry for Armaments and War Production

i b S AR A ARSI SAEN L 505 ARy
superseded the Sunreme Command of. thecArmed.Fovces-as.khe

.

[ L vock Serts . .
Reich zgency to which the Armament Inspectors in cccupied
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countries were subordinated. Armament Inspectorate and the
PR & BB e AT RIS

subordinated ArmamentCorriands and field offices were set yp

only in countries with important industrial facilities.,
et st b R et L
An Armament Inspectorate was divided into three sections == o0ne

each for the army, the navy and the air forces, The
functions of inspectorates and commands consisted in the
exvloitation of industrial capabilities of occupie@,countries;
They supervised the storsge of war material, contféiled
native firms mahufacturing for German account, and supnorted
ther in their requests for labor, raw materials, and trans-
portation., They represénted the interests of the Armament
Ministry zs procurément agency in relation fto the occunation
authority., In case of German retr=22t they organized the
evacuation of machinery and materizls., The following insnec-
torates were established in occupied but not incorporated

territories:

Czechoslovakia: Armement Inspectorate Prague; Armanent
Commanés Prasue, Brnoj;

"o

land: Armament Inspectorate Government General;
Armament Commands Cracow, "‘arsaw, Lwow;

Poland, RBaltic States, Russia: Armament Inspect:r-te
Ostland; Armament Commands Riga, Kovao, lMinslz,
Reval; srmament Inspectorate Tkraine; Armament
Commands Shevetovka, Kiev, Dnienropetrovsk:;

iy
Denmark: "ar Econcmy Staff Denmark (Copenhagen)
Norway: ‘er Economy Staff Norway; Economic Officers in

Bergen, Trondheim, Tromsoe, Oslo, Kristiansund,
Stavanger, Lillehammer, Kirkenes, Harvik,

Netherlands: Armament Insnectorate the Netherlands;
field offices Hotterdam, Ansterdan;

Delgium: Armament Inspectorate Belgdum; Armament Commands
Brussels, Charleroi, Licge, Lille,

I'rance: 'ar Econgmy and Armament Staff Fr-nce: in 1943
renamed Armament and Procurcnent Star.. R
Armement Inspectorate A (Paris and Northwastern
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France) at Paris:

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

Armament Inspectorate B(Scuthwest France)
at Amiens; Armament Commands 3ordeaux,
Le Mans, Niort, Vannes;

Armament Inspectorate C (Southeast France) at
Dijon; Arnmament Commands Besangon, Nancy,
Nevers; '

Since 1943 there were Arm-ment Commands 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 Reich !linistry for
Armament and “Yar Production in Italy, hcading
the Armament Inspectorate in Milan,

In addition, there were War Economy Officers stationed
'at Salonika, iAgram, Sofia, and in Rumania, Slovakia, Italy,
Transnistria, Finland, ectc. |

To co-ordinate German purchasing in “estern countries,
Order Distribution Offices (Zentralauftragstellen) were
established in The Netherlands, Belgium, and France as
joint agencics subject to the orders of the economic scction

of the military commander's (or Reichskommissar's) office and

of thec regional armament inspection (or in France, the ‘ar
Econoiny and Armament Staff), They constituted thus on the
regional level a link between the occunation authority and
the Ilinistry for Armement and "'ar Production, In Norway
and Serbia their functions were taken over by the German
authority excrcising supreme economic controls, in Denmark
by the "ar Economy Staff.

The various Reich agencies and organizations of
German business which exercised control ovar speceific induse

trial branches (the Reichsstellen, Wirtschaftsgruppen,

Reichsvereinigungen, cte,) did not extend their ddrect activ-

[

itles heyend the Reich frontiers, There werc a fow cxcentions,

n.o . - i n .
such as the Reichsvereinigung Eisen, the suner-cortel of

the steel industry which opcrated in Bohemia-lMoravia, Poland,
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Luxembourgand the Department of Moselle in France, or the

'Gemeinschaft Glas"and"Gemeinschaft Schuhe"which incorporated

Czech firms. ?hg corporative organizations of Germen business
assisted the Reich authorities in advisory functions. Some
set up snccial committees to foster the vpenctration of

Germon firds into occupied territories, cspeccially into the

Last (the Ostausschlissc of various Reichsgruppen and

Wirtschaftsgruppen).

The above organizations were, hovever, rcorcscnted
through liaison officers, through other agcncics (especially
the German Chambers of Commerce Abroad), or through field
offices of their own in the occupicd countries. Ficld
offices were used particulorly by the Main Committecs, the
semi-official agencies of the Speer Ministry.

In thc control over distribution of war=imnortant
materinls in occupied territorics there was closc co-operation

bot

<

cn the respective Reich 22encies and the occupation

e

authorities., In regard to mctals, for example, exports to
and imports from occupicd territorics were directed by the
Reich Board for Metals (1later Reich Board for Iron and Ietals)

on bchalf of sthich the occupation authoritics issucd licenses

as follous: 1/

Country: ~ Ageney:
Protcctorate Supervisory Office in
Ministry for Econony and
Labor
General Government Control Office for Iron and
Steel '
Belgium Military Commander and Chief
of Military Administration
ronce Military Commander
Yetherlands Reich Commissioner
Norway ‘ _ . Reich Commissioner
Serbia Plenipotentiary for Economy
in Scrbia ‘

17 Toiailuirtschaft, 21 Auzust 1942,
_ RESTRICIE
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'Couhtrgz Agency: . -
Denmark _ _ .WarfEconomy Staff

The Reicﬁ CommiSsionéf”fg}'iron and Steel, however,
had also set up a number of field offices in occunied
countries -- e.g., ih Brussels, Lille,_Liéée, Charleroi, etc,

- The head of the German éontrols over the French rubber
industry oﬁerdted under orders of the Hiliﬁary Governor as
well as those-of the Reich Commissibner_fpp 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 ihterested
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)

Germen Chamber of Commerce in Croatia

German Chamber of Commerce in Denmark (Copenhagen)

German Chrmber 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)

;'OSS 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

AL T b

directed By The Supreme Command of Armed Forces (OKW) "™

AN LT

through two departﬁéﬁts:

(1) The Military Administration Department
(Amtsgruppe WHehrmachtverwaltung)

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

(2) The Office for War Economy in the Field

(Feldwirtschaftsamt)

Divided into five sections:manufacturing and trace;
agriculture; forestry and timber; labor; training of forelgn

labor,

The Feldwirtschaftsamt directed the economic exploi=~

tation of territories under military administration. Its

name, until May 1944, was Vehrwirtschaftsstab (‘Tar Zconomy

Staff), and until 1942 it was called Uehrwirtschafts- und
Rﬂstungsamt (“Tar Econory and Armament Office). At that time
it was in charge of armament production and headed the
nunerous Armament Inspectorates and Commands all over Germany
and occunied Europe, which functions werc later taken over

by the “leich Ministry of Armament and Var Production: After

1942 it operated through the Wehrwirtschaftsstab est,

directing military authorities in Western Europe,and the

TehrwirtschaftsstabEast’directing the Wirtschaftsinsnektionen

and Yirtschaftskommandos (Economic Inspectorates and

Commands) which acted as economic authorities in eastern

s L I 2 st P A% o AP b P

occurnied territories. The latter organization form was

developed for the so-called army rear zone (rfizkwartiges

Heeresgebict) set up in the BEast; for detalls sece section g.4,b.
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In the other occupied territories under military administration
economic controls were not separated from administrative controls
but formed nart 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 »roblem, Among these organizations were ecspecially

the purchasing azents of the Generalluftzeugmeister of the

Heercswaffenant,and of the German Navy.

b, Agencies in Zone of Operations
Control over occupied territory was in the hands of
the commander of the operational unit as long as the territory
was considered as 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 consisted chiefly in the
organization of the army transportation and the securing of local
supplics, as well as the salvaging of raw materials, machincs,
and other cquinpment, Industrial installations and public
utilities necessary to carry on military activities terc »ut

into operation. 1In case of retreat, materials and stocks "ecre
evacuated or destroyed. To accomplish these economic tasks the
German ~rny sct'up special units, the army collection squads

(Wehrmechterfassungskommando) and the technical battalions

TTeahnisches Battalion),under specialists called army cconomic

leaders (é{meewiytschaftsfﬁhrer), The collection squads ‘'ere

grouped into azricultural units and agricultural-technical units,
both of which operated in the country, whereas in factorics

and towns the technical battalions were put into operation.

The Armement Commands (Rﬁstungskommandos),until 1942 under

control of the OK/,also took a census of industrial cavacities,



secured stocks of raw materials, transferred machinery to

Germany, ctc. 1/

c, Civil Affairs Chain of Command

The division of occupied territories into arcas under
supreme regional command comparable to the American 'theaters
of operations" was dictated by military_considerations; Such
areas thefefore often extended across the boundaries of
occupicd countries or covered only nart of a country., In the
Westy €.8.9 Belgium and Northern France formed one arecaj; in the
Southeast, Scrbia formed at one time an area of its own,
was later included into the Southecast 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;;itgrbefehlshaber). His staff contained cxpert
delegates of the Reich Ministries for Transportation,

Finance, Raiiroads, Post, etc. 2/ Matters of nilitary goverament

(Militarverwaltung) were handled by his administrative staff
(Verwaltungsstab),distinet from the military staff (Kommondostab). .
The ~dninistrative . staff w~s hecded by the chief of the

military administration (Militgrvewaltungschefj. The adminise
trative section of the staff handled some economic matters (in
Belgiumy e¢. g., transportation, fin~nce, road building, and
watervays), but most of the economic controls were centercd

in the economic section (Wirtschaftsabteilung). In some

areas, such as Serbla, a high army or SS officer was appointed
as General Commissioner for Economy (Generalbexollmgchtiater
fir Wirtschaft). In France, a civilian headed the cconomic
scction, This was divided into grouns (Gruppe), the number

of which varied according to the loeal needs., Usually to

1/ Accorcing to rcnorts of French delegation to German
ArmisticeCommission,

2/ Deutschlend im Kampf, Propaganda Ministry, Berlin,
April 1940,
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simplify administration work, the scction was organizcd
along the linces of native control agencies. The area
administratcd by a military governor was cither divided into
several military government districts (Militarverwaltungsbezirk)
or digectly into territories under a superior ficld cormand

(Oberfeldkommandantur), The latter were subdivided into ~rcos

controlled by field cormands (Feldkommandantur), district

comnnnds (Kreiskommandantur), and local commands (Ortskommone

dantinp) . Division of the territory into such =2roas usually
followed thc boundaries of Tocal government bodics. The commands
of the military districts and the superior field cormmands, ~s
well as some of the field commands, disposcd of staff vhich
handled administrative matters on behalf of the central
administrative staff and implemented the decrecs of the nilit-ry
governor with detailed rcgulations. Insofar as the native local
authoritics had to fulfill ceconomic control functions, such
activities devolved also upon the lower military comnands

which wore under orders of the military staff of thﬁ gcvcrnof.
Some of thc groups of the ocppomic section in the ~dminis-
trative staff‘of the military governor established field

offices of their own,

de. TIransportation Authoritiecs

Railrond oper~ting troops attached to the Germ2n
field armics took charge of railroads in the zone of operations,
whereas in the army rear zones railroads operated wy the

military were under Field Railway Commands(Eglﬁgiggg@ghndirckﬁibh)

A Military Transport Managemecnt (Vehrmachtsverkchrs-

dircktion) was set up for each territory under militaryadminis-

tratior, It had sections for railroads, inl=nd ship~ing, ctc.,

Asarule it confined its activities tothe supervisionof the native
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railrond corporations and other transport organizations,
which had to operate in accordance with German directives,
but it also ~ublished regulations governing use of trans-
portatinn facilities.l/ German traffic managers were appointed
from the ronks of the army or the Reichsbahn to control the
the native officlals, whose hierarchy was to some extent
duplicated, A similar method of control was apnlicd to the
rcgulation of motor transportation. In the territorics
incorpornted into the Reich and in the Eastern territorics
under civil authority, railroads werc taken over by the
Reichsbahn, In-the appcnded 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 nl@pod intthe honds of the occuvncation
authority.

.Hilitary usec of railnroads and inlénd waterwoys not
operatced directly by the military was organized uniformly
for Germoeny and occupied territories. The Chief of Trans-
portotion in the OKH was the highest authority for all
nmilitary transport units. He received orders from the
Chief of Transportation in the OKY and had to co-opcrate
with the Air and Naval Forces,who were in addition repre=-
sented through lisison officers in the larger transportation

units, The military transport agencies (Transportdicnststcllen)

werce responsible for all matters concerning the use of
railvays and inlend waterways by the Armed Forces and acted
as lntecrmediory between the military, the tronsportation
ninistry, and the railway authoritics. There was no complete
scp-ration of military transport cgencies within Greater

‘Geracny from those in occupied countries. The jurisdiction

1/ Verordnungsblatt of Military Governor in Belgium and
Northern Fronce, issue No.22 (Decrece of 23 November 1940),
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of some of them, through subordinate units, covered both

German and occunied territory.
The following tynes of agencies can be distinguished:

a) Military transvort agencies of divisional status
(lehrmachttransportleitung 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' traveds;
inland waterways; maintenance and constructionj signals;
motor transport., Attached were ltaison officers of the
Air Force, the Navy, and the Organization Todt, and a
civilian representa%ive of the Reichsbahn, In Paris,
there was also a section called the Armistice Braich,

b) Transport Commands of regimental status
(Transportkommandantur), which were subordinated to the
divisional 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 troovs, 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 Commends (Bahnhofskommandantur) and Port Officers
(dafenoffizier), who issued military orders at their
respective stations.

d) Railvay Transport Escort Detachments, Train Guard -«
Battalions, and similar units

Freight movement between the Reich and northern and
western countries was controlled throuzh 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 stinulested route and time for each transport.2/
Transport in ocean vessels was under control of the Reich
Commissioner for Ocean Shipping, Gauleiter Kaufmann, whose
regional delegates the military authorities had to approach

when recuesting transport facilities.

1/ Verordnunesblatt of ifilitary Governor in France,1issue 105,
(Decree of 19 July 1944),
2/ Revaler Zeitung, 20 October 1943,
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e, The German Armistice Commissio

An Armistice Commission was set up in Wiesbaden to
regulate and control the execution of the Franco-Gernan
Armistice Convention 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 adwvisory canacity and as a lialson
office., The German Commission acted under orders of the
German High Command; it was headed by a general and staffed
by military and civilian personnel. Attachéd was a repres
sentative nf the German Foreign Office, a joint reprosecntative
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 lutter set
up an Cconomic Delegation staffed by financial, trade,
and industrial transport exports.

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

The Gefmtn Commission established three inspectorates
in French territory (North, South, and Africa) as well as
a number of field offices, controlling ocean navig-tion,
airports, armament plants, and war material dumns, ctc,

A licison officer was attached to the German Commander in

France, and direct contact was also established with the
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Chief of thec French State.
After occupation of the Vichy zone the functions of
the German delegations were taken over by the militory
commander in Southern France.  The Armament Control Inspectorates

werc reorgeanized, renamed Armament Commands, and placed undcer

n
the Rustungs- und Beschaftungsstab (Armament and Procuremcnt
Staff) Francec,

fo. Administrative Personncl

In the administration of occunied territorics the

‘German Army cmployed army officers and soldiers, army civil

servants (Wehrmachtsbeamte), and civilians without such
special stetus (Sonderfuhrer)., The work of a nilitary

government official (Kriegsverwaltungsbeamte), especially

one of thc higher officials, or war administrators

(Kricgsverwaltungsrat), was considered highly immnort-nt,

Army civil scrvants were given the right to wear uniforms
and, in 1944, their status was made similar to that of arny
officers, as a rulc, the Germans apnointed as war ~adminis-
trators specialists in administrative and business ficlds
who had goined previous experience in Reich ministrics,
in cconomic chambers and organizations, and in nrivate

business, m~nufocturing, trading, and transportation cnter-

priscs. The Deviscnschutzkommandos, for example, ere

staffcd 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
administr:tive powers from the milit-ry to thc civil
administration), these experts stayed and continucd worling
under thc ncw authority,

4, Rcichskreditkasscn

An important instrument in the financial cxploitation of
occupied territories werz the Reichskreditkasschn
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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

(Hauntverwaltung der RKK) was an independent public insti-
tution m~naged by officials of the Reichsbank and supervised
by a board of directors composed of representatives of the
Minister of Finance, the Minister of Economics, the Armed
Forces, and the German banking business. Local RKK were set
up in almost every occunied country to act as agencies of
the Central Office. Their functions were specifically:

&) Issuance of RKK bills and coins, in denominations
of 50,2045, and 1 Reichsmark and 50, 10, and 5 pfennigs;

b) Collection of occupation costs from the native
governments; - '

¢) Borrowing of funds from local banks of issuej

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

e) Regulation 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 the Reichsbank, but within his particular area.the
military commander or civilian governor of an occupnied
territory exercised control over the RKK, The princinal
function of the RKK was to supply the advancing German
troops with RKK currency to pay for supnlies requisitioned
from nrivate o.ners and for local purchases of individual
soldiers. RKK 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 Bznk, Berlin, 30 September 1942,
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ALs soon, however, as the German authorities vere
able to disBose of an adequate supnly of local currency,
received as 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 occunmation costs »aid by
the native government, or contracted loans to finance
Germen 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 allens,
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 rnost other countries of Western Europe similar :sgree-

ments were latermmde while in Belgium, Poland, Serbia,
Croatiai?gkraine the Germans founded new central banlks 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, 1In only a few countries did the RKK
continue to overate, and, at the time of the Nazi collapse,
RKX currency was circulating, partly as sole legal tender,
in the Channel Islands,. in Montenegro,and in occuvnied
Russia(thouzh in the Ukrainn a separate bank of issue with
a currency of its own was established). In thc Balkan

countries allied with Germany the RKK opernted 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 Arrmed Forces" (Verrechnungsschein

flir die Deutsche Wehrmacht). This instrument, properly

called "military 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 anothef.

The principal asset of the RKK was a loan to the
Reich armounting 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
cccupation costs but not yet actually spent by the Germans,
and of smaller amounts of commercial advanco;$rké§;hsbank_
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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¢+ DIRECT nCONOLIC COUTROL

1. Introduction

The Gernans considered the Czechoslovak, Polish, and Soviet terri-
tories occupied by them as conquered for permenent possession. Conse-
quently, these territories were either incorporated into the Greater

German Reich or were adninistered as adjunct territories (lebenlénder)

and colonies. The system of direct control was established in the
economic field, but the Protectorate, the General Government, and the
Oﬁcupied Bastern Territories ecach rapresented e distinct type of German
econonic penetration. The character of the economic controls establishcd
by the Germans in the occupicd Balken countries nofits the consideration
of operations there as a type of direct controls, although the Germans
were not planning to take permancnt possession of the region,

In the Protectorate, tho native, autonomous administration
retained soric vesiiges éf self=-government in ccounoniic matters. The
Czech aroncice, of course, opersted under the striet supervision of
Gernan officiels and the scope of their functions wes very much restricted;
in fact, thoy formod an organic part of the aduinistration of the Greater
German Reich fulfilling functions which in Gereny verc assigned to a
regional adninistration. Under the Wazi aegis, penetration of German
public and private cuterprisecs into Czech business reached overwhelming
proportions in the ficlds of banking, transportation, and tie hoavy
industries. Little penctration was cffected in agriculture, cormerco,
and most industrial trenches outsids of heavy industry. The industrial
productive capacity of the Protectorate was, however, not reduced under
German domination; indeed, it might even have been enhanced by the
expansion of war industries, cspecially s a result ol ithe transfer to
the Protcctorste of Lombed-out ?lants from the Reich.

The Polish and Russian territories had in Germen cyss the character

of a fronticr rernion, available and exclusively destined for colonization

by Germans ond their "racial" brethren. The indigenous Slavic popule=
tion was relegated to an infurior position. Under thesc circumstances
thiese arcas had a Germsn aduinistretion,; although in the Gencrel Government

a considerable nunber of Polish civil servents wes employved. Only a very
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fowr of thesc Polcs, however, had responsible posts. In the Occupied
Rastern Territorics, Russians were cnployed by the adninistration only
in the low categories of jobs., Native self-administration in thesc

rogions wes organized on the local level only. The ccononic lifce of

L4

e

both Polish and Russian territories was fully and directly controlled‘by
Gernian argencies. The functions of trade associations, wherever they had
becn recsteblished in accordance viith the Germen corporative pattern,
were of small importance; in nost cascs thoy werc dominctoed by their
Gernan nenbers, if noa-Germens werc adnitted to participaste.

Public property in

both regions wes tekon over by thoe Reich, but

there was a merlied diticerence in r

o

gord to tihe troeuatnent of private
property between the Gencral Govermment and the occupicd Soviet areas.
In the Polish torritorics, the Redieh and Germen firns snd individuals
acquired by viay ol confiscrntion or reccived in trusitceeship thosc cstates
aend industricl cnterpriscs owned by poersons who werce cither cbsent or
were not rocognizoed s ovmers by the Germen adninistrotion (especially’

cws, "enenics of the Reieh"). Private propurty wns clso confiscated

[

£ it was declared to be nceessary in the public intercst. In the
occupivd Soviet toerritorics, however, the Reich cstullished itself es
the
the successor cﬂ/Sovict stete ond as the ovmer of 2ll industrial and
landed property. Commercial and industricl enterprises (excopt small
shops in the Baltic countrius).wuru operated for the cccount of the
Reich by Cerman trustcecs; agricultural lands were cultivated as state
or collective farrns by Gormen aduiniStrdtors, or in sonc regions partly
by native tencnts.  Germen business firms werce promiscd that after the
ar fhoy would acquirc ownership of cnterpriscs now opercted by thumg
Gernmon scutlers vere proniscd thet the land would be divided among thoem.
Thus in Polish areas, only ccrtain types of property were confiseated in
the interest of German or privete owners, vwhile in ths Soviet londs the
Reich itsclf becare the ovmer of proporty, employving Germsn firms to
manarce enterprises where it was required.
There was clso o difference in regard to policics adopted for these

two rogions in matters of industriel production. It vies intended that
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both countrics would manufacture unly such goods &8 would not compcte
with the products of Reich industrics. In the Goneral Government, how-
ever, consumcr goods industries, on the wholc, continucd to opcrate.
Industries in occupicd Russia, on the other hand, were directed toward
production of rai: and scnimanufectured ﬁaturials for use in the Reich
and, as & rule, werce not cmployed in turning out goods for local consump-
tion.

In the following nopgos, Germen cconorilc controls in the Protectorate
and the Goneral Governnent erc bricefly described and sone attention is
given to Germer administratien of thico occupicd Balken countrics where
the German autiioritiss assuned dircet conirol of c¢cononic metters,
although thesc countrics were not considered pert of the Greator German
Reich or of its colonial cmpirc. Most attention is paid to the structure
of cconomic controls in tho occupicd Soviet lands, bLecausc it wes in
these territorics that the Germans fully developed their pattern of
colonial administration, without regard to principleos or forms of inter-
national law,

2. Thc Protectorate of Bohomia=lloravie

&. Tho Basic Lavs

Hitlor's Docroce of 16 larch 1939 cstablishing the Protoctorato‘i/
declarcd it part of the Greater German Reich and pleced at its head a

Reich Protector (Reichsprotelstor); in the economic {'ield, the Protcctorate
p ’

wes to exercisce its autonomous rights through its owm organs, which were
to operute, however, in full cccord with the nceds of the Reich. The
Reich Protector, as Jdelegate of the Releh Government, could veto s=ll
eutononous neasurcs which appeared hermful to the Reich, and in urgent
co.ses could issuc orders rcquired by the comnon interest. The Reich

vag further ompowvered by the Decrce to issuc ‘laws valid for the
Protectorate insofar es the cormon interest required. The Reich wams

to have dircct supervision over +transportation and comrmunications. It
was to handle foreign relations of the Protcctorate in the ccononic

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

E/ Reichspgesetzblett I, 485. (Cited horeafter as RORL.)
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Reich ond wes wnder the Reich's customs cuthority. German curréncy
to bc-lcgﬁl-fcndur in the Protactorate, ot o rate fined by the Reich
Governnicnt,

A lator Hitler decree, tint on Concentration of the Wer Economy
of 2 Septeomber 1943, E/ stipulated that tho Roich ilinistry for Armament
and War Production had jurisdiction over raw materiecls end industrial
production in the Protcctorate.

Tiie Protoctorete vms also aifocted by Dr. Joseph Goeblhels! author-
ity as Delegpcote for the Totel Viar Effort. Goobbels, ovever, did not
issuc deerecs dircetly soplicnile to the Protectorote, uvut the Germon

"inister of Stotc for Eohonic=lloravia preparced instructions in accord-

i

srnce writh the dircetives reccived fror: Goebiels. This form of action.

i

[

wr.s considered neceossary in view of the acutonomous position of the

Protoctorate. 2/

b Ehg_ycthods of Control

.To carry out these basic laws, cconomic controls wore orgenized
in tnce folloving ways:

(1) A number of Reich cconomic egencics and orgenizations operated
dircctly in thc Protectorate.

(2) Tho Reich Protcctor, the German Minister of State and his
subordinated agencics exercised direct nuthority in tho more importeant
ccononic matters.

(3) Germen officials supervised and directed the autonomous

aduinistration in those econonic ficlds in which it had jurisdiction.

In addition, control over the Czech cdnministration generally vwes exer-
ciséd through the appointment of Gernen officisls to koy pns;tions in
the autonomous cgencics. These officiasls held corresponding posts in
both the Czech aduinistration cnd the Goerman Hinistry of Stute which
rosulted in o conplete integrotion of Protectorote controls with Reich
controls. The sutonomicus powers of the Czoch edninistreotion were there-

fore only noninal.

17 BGPL: Ty 5295 , .
E/chutscho Volksvirtschait, 1 lNovenber 1944, A
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c. German Agencies Opereting in the Protectorate

Chief omong the Reich wpgencies oporating dircctly in the Protector-
ate was the Reich llinistry for Armanent and Ver Production, headed by
Albert Speer. This Ministry assumed direct control over armament produc-
tion in the rogion, functioning through the Armemont Inspector for the
Protecctorate, the Armem:nt Commands in Praguc and Brne (Briinn), and the
regional delegntes of the Hain Cormittoes and Rings.

The contral body of its controls in the Protectorate war industry
wes the Armament Commiisions The head of this Commission was the Armament
Inspector; other members were the (Gormen) Minister for Bconomics and
Labor, thc Chicf of tre Office for Public Contracts, and the Armemcnt
Chief (head of the rojionel delegatos of Speer's Committces and Rings),
vho ot thc same time ims presicdent of the Central Association of Industry
in the Protectoratc. Speort's dircet ropruscntative‘in the Protectorate,
moreover, wrs also o menmber of the Armement Corviission.

By rcorganization of the controls over industriecl production in
1944, Specr's Ifinistry,acting now through the medium of the production
committecs, clso received powers over industrics menufrcturing goods for
civilian cousumption. Bventually, the production committecs werc
morged withh the cconomic groups in the corporative organizetion of the
Protectorate industry, as well aos with the rugional agoncics of Speer's
Main Committees nnd Rings. l/ By virtuc of thesc actions, concentration
of economic control had thus progressed cven further thon in the Reich
proper.

Two Protcctoratc industrics werc incorporsted into the so-called
supcr=curtels, which cxerciscd rpovernnent controls acnd were thus under
direct control of the Goracns. The shoe industry was under the juris-

diction of the Geomeinschoit Schuhe, cnd the glass industry ws controlled

by the Gemeinschoit Glas.

The most importont local Germen ogency in the Protcctorate wes
the Germen linistry of Strte,which had seveoral departments decling with

cconomic matters. Tho Depurtnent for Beonomics and Labor exercised Reich

1/ Neue Zlireher Zeitung, Zurich, 16 January 1945,
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supervision over the sutonomous ccononic administration, including banking
and currency; thc Department for Food Supply ond Agriculturc exercised
supervision in the agricultural ficlds; the Depnrtment of Finance super-
vised the Protcctorate financial administretion end dircctly administered
customs, excisc taxes, ond Reich monopolics; the Department for Trans-
portetion supervised transportation. Attached to the lattoer department
worc the Cormissioner for Local Traffic and the Commissioner for Tiater-
ways, both delcgates of tho Reich agencies rcgulating transportation.

The following ccononic control agcncics operating in the
Protectorate were dircetly rcesponsible to the Gorman linistry of Steate:
Coal Control Office; Cormissioner for Petrolcun: Industry; Commissioner
for liachinery Production; Commaissionor for Motor Transpertation; Import
and Export Officc for Agricultural Products; Centrcl Office for Public
Contracts; Commissionor for Consunmcrs! Coopecrative Associntions.

d. Czecch Autonomous Agencics

In the cutonorinus government established for the Protecetorate, o
numbor of ninistrics dealt with economic rictters, These nministrics
included: Thc Ministry of Economics and Labor; the liinistry of Agricul-
turc cnd Forestry; the Ministry for Transportation and Conmunicoations;
the Ministry of Financo; and tho Supremec Pricc Control Office.

The Ministry of Economics end Labor wes hended by o German
officicl, in whose hands wore centorced most of the econonic controls not
hendled by Reich agencics. He served as licison officer between the
Reieh nministrics handling cconomic mattorﬁ ana the Protectoratce institu-
tions. This Ministry wos concerned with domestic end foreign trade,
industry (oxcept production), currency, banking, insurcnce, and labor.
Attached to it was the Control Officc, vhich orgenized the distribution
of raw meterial (cxcept coel and oil), os well os the production and
distribution of industricl goods. In 1944, however, as occurred in the
Reich, control of the distribution of raw matorials ond industrial pro=-
duction wes transferrcd to scvercl production committ:ees headed by
industrinlists and dirccted by the Spcer Ministry. The Cnntrol_Officc

retoined the functions performed in tho Ruich by the verious Rcichsstollen
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and thoir regional agents. In fact, the Reichsstellen were represented

in the Control Office through special delegates. E/ In general, the

Ministry of Economics and Labor functioncd both es Gau Beonor:ic Chamber
of the

ond as rugional Labor Trustec for tho tcrritory/?rotcctoratu.

The Ministry of Finance, headed by a Czech carcer off'icial, levicd
all direct taxes but collceted only s part of the indirect taxes, becausc
the Ministry of Stiute collucted customs dutics and certein excise taxcs
end adninistered all government nonopolics. Texation in the Protectorate
was ndapted to the Reich pattern. The Hinistrices for iAgriculture and Fore-
estry, and for Tronsportetion and Conmunicetions,werce hended by Czech
Ministers, the Supreme Price Control O0ffice by & Germen official. All

these agencies were dirceted and supervised by the Ministry of State.

¢« Financiel Control ~nd Exploitation

Imnedictely witer occupation of Progue by Germnn troops, the
Netional Bank of Czuchoslovokia wes put under control of « Reichsbank
Commissioncer. Gold and foreign exchange fpsorves of ﬁhc Lank were
teken over by the Reichsbank go far as the Allied blocizade pernitted
such opcrations. Toreign exchange tronsactions of the Protoctorate were
now carried out through Berlin, cspecially through the German Clearing
Bank.

Geraan curr-ncy wes nade legal tender in the Protectornte at the
rate of one reichsmark to ten crowns. (The nominal volue of the crowm
wes slightly incrcased to scdjust it to the new perity.) Since the
exchange rate grectiy overvelued the reichisnnrk, Germoen purchases in
the Protectorcate were increcsed. Purthernore, custons nnd exchonge
berriers between the Reich and the Protectorate wore abolished, vhich
further contributed to the increase of exports to the Reich without
corresponding imports into the Protectorate. As 2o rosult of these factors
the price level in Bohenie=loravie soon rose to reach poarity with
Gernen prices; when this occurréd, wages ana prices were put under
strict control by the same netihods os used in tne Reich.

The Protcctorate did not acquire clearing balances in reichsmerk

_E/ Der Hdué:Tag;?ﬁaguu, 15 Decomber 1942,
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currgnoy but obtained rether German Government paper and belances with

Gornmon Lenks. This situ.tion applied specifically to the Jmtlonul Bank
Bohenia-lioravia,which by the cnd of 1944 cequired claims against the

Reich toteling 55 2illion crovms. It was elso true of the comwercicl :

banics in the Protc ctorate,niost of which were controlled by German bonks,

and to the savings banks and credit cooperatives, which were compulsorily i

attached to the jerman banking system end forced to deposit all cash

rescrves in the Reich. The Reich assesscd upon the Protectorate a wer

contribution, the so-called matricular foc (hetrikulergeblihr) ; its amount

ke ]

was not disclesed but it is kmowm that the Protectorate so crament hed
to issuc larg: locns to fimance tho paymont,although regular tex revenue
was high and current - nsos restricted.

The Irotectorztet's contribution to the Reich in finenciel torvis
consisted hiwover not only in the netricular fee, but also in the con-
sidcrable aounts loaned by its banks to the Reiche. Similarly as in the
Reich ond i1 21l occupied countries, currency circulction in the
Protectorate increused et an accelerating pace during the war; it reached
(including currcnt account deposits ith the contrel tank) 48 billion
crovms by the ond of 1944, as compured with only 7 billion crowms for the
much lerger territory of Czechoslovalis before the wer

£« Other lieens of Econonic Contrnl

-

Benking, industry, trade, and cgriculdurce in tho Protectorute

were organized into compulsory corporntive essocictions according to

the Germon potiern. l/ The veriocus orgenizeiions, as

fal

rule heeded by
Gormen nutionels residing in Dohemiec-iioravis, scrved as ecconomic control
agenecies as in the Relch. There were soven central associntions correspond=
ing to tho Reich Groups. Thuse seven associctiosns were, in turn, divided

m

intc Beonomic Groups, Trade Groups, cnd Sub-groups.
Agriculture wms orgonized into provincisl, district, and loesal

associstions, forning together the Acsociction of Agriculturce and Forestry

o Bohenia=loravie. 2/ cﬂnyrol of distribution of food and feeds wes

1/ Decrec on Orgeaization of Economy, 20 June 1969 (Collectinn of Czech
~ laws No. 168).
2/ Decrce of 22 jugust 1942 (CUllLCt‘Oﬂ of Czoch laws No. 294),
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in the hands of ninc Bohecmian-loravian /ssociations for, respectively,
Cattle and keat, Liilk and Fats, e¢tec., fully corrcsponding to the Central
Markcting Associations in the Reich.

Penctration of German business firms into the Protectorcte was
assisted by Germen agencies, by legal and illogal means, cmploying
aryanization of Jewish property, transfor of enterprises ovned by the
Czech Government, sales under duress, cte. 4All Protcctorate banks, with
onc¢ oxception, become arfilistes of German banks, which thus acquired
control of a great many industrial cnterpriscs in the Protecctoratc and
were cble to teke over Czech participotions in foreign baonking, especiclly
in the Belkens. The most important Czech eonterpriscs in the ficld of
hcavy industry and armancnt production (c.g., Skoda, Praguc Iron, Brinn
Brno) irmaments) werc tekon over by the GBring ond other Germen combines.
Czech ownership in other industrial branches was, however, not much
affected apart from the transfer into German or collaborctionist hands
of Jowish-ovmcd cnterpriscs and those owncd by "enemics of the Reich."
The German penetration into banking also had its cffect upon bank=-
controlled ontorpriscs.

3+ The General Goverroent

e.. The Basic Principles of Orgonization

The Polish territorics comprising the Gencral Govermient were not
considered part of the Greater Gorman Reich but were administered by
the Reich and in its own intecrest as o separate economic and edministra-
tive unit. The Polish population was forced by o rigid scheme of dircc-
tives and orders to producc the results desired by Germany. i completely
German administration wes set up for the Generel Government,in which all
important functions were in German hands while the native personnel wes
used only for technical assignments and for tasks of a strictly local
scope. E/ The Germun staff was dravm from the ranks of civil servents,
lawyers, econor:iists, busincssmen, 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

l/ Max du Prel, Das Generalgouvernement, Wirzburg, 1942, p. 52.
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Reich Defense, of the Dclegate for the Four Year Plen, and of the
Governor General, but tihecre were only very few instoncos in which the
first two of thesc Reich authorities issued decrees directly applicable
in the General Govermmont. The Governor General was directly rosponsi-
ble to Hitler and wes a member of the Reich cabinet. 1In cconomic mattors
he rcceived directives from the highest Reich agencies in chorge of
econorniic matters, including particularly GBring as Delegate for the Four
Yecar Plen, who issued gencral directives for the guidance of the economic
adninistration, and the Rcich liinistor for Economics,who in cach particu-
lar instance authorized the General Governnent adninistretion to con-
clude trode and clearing agreencnts with othor countries.

b. Roich Agoncics

The Delegate for the Four Yeur Plan wos appointed to dircet the
cconomic exploitation of the Geonercl Governnent; he nominated the Governor
Genorel as his deputy. During the first period of occupation a scparate
Office for the Four Year Plan was set up in the region; its functions were
later token over partly by the Generel Government administretion, portly
by the Economic Council of the General Govurnmont..i/

The Reich Linistry for [rmeoment end Viar Production exerciscd
dircct control over General Government plants cngeged in armement pro=-
dﬁction, operating through the .omément Inspectorate'in Grqoongnd the
subordinated fArmement Commands in Grecow, Wersaw, snd Lwow. The Hinistry
also had supervision over public construction work, through the
Tecchnical Office at Crecow. T¥ith these ciceptions all Reich controls
over the General Government cconomy were channclled tﬁ;ough the offices

of +the Covernor Genersl.

c. ngencies of the General Gevernnment

The General Government administrotion consisted of o central

administrative authority (called Regierung des Generalgouverncrnents) and

of regional agencies. Economic matters werc handled in the central
agency by the Economic Department , the Depertment of Food and igricul-

ture, the Forcstry Department, and the Finance Depertrent. 4 special

1/’Dccrcc of 31 July 1940 (Verordnungsblatt filr des Generalgouvernement,
= 1940, I, 233).
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section in the Economic Department orgenized and supervised the adninistro-
tion of property held in trustceship; other scctions in the Department
supcrvisced the commodity control offices.

The regionul administrietive agencics hed corresponding officces
to take carc of cconomic metters. The chief of & territorial adnin-
istrative agency, however, was in full cherge of all functionsl acgencies
in his area. These agencies were considered as his advisory and
exccutive organs. Therc was no direct chain of commend connceting the
lower ana the higher functional cpencics, with the cxception of the roil-
road and postal administfations.

The Financc Deportment administered the system of taxation (based
on Polish and some new Germen legislation), customs dutics, and the
mondpolics which supplicd the greater part of public revenuc. The
state monopolies wore the particular concern of the Genercl lionagenent
of Monopolies, a section of the Finance Deportnent. _/’ The Reich also

colleccted a defunsce contribution from the Genercl Government, the anount

of which is not knowm,

The Eeostern Railweys (Ostbahn) (orgonized by the Deutsche Reichsbahn)

and the Gernien Bastern Post Office (Doutsche Post Osten) (orgenized by the

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

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

d. Currency and Banking

The General Government formed & seporete currency arce divided

»

by oan cxchange linc from the Reich. Its currcncy in zlotys was issucd

by a Germon-croated Bank of Issue (Bmissionsbank) in the General

Government organized as a scction of the Gencral Governnent administra-
tion. The new Bank was staffed by Polish nationals working under super-
vision of o German supervisor. The new zloty replaced both the formor

Polish currency end the Reichskroditkassen notes circulating during the

first period of occupation. Foreign cxchange dcclings were controlled

through the Foreign Exchange Office and in large pert settled through

‘l/ Docree of 1 Novembor 1939 (Verordnungsblatt 1939, p.27),
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the Clearing Institute both scctions of the Foreign Dxchange Deporinent
in the Genersl Governncent administroation. Exchense licenses issued by
the Generel Govermnent cgencies werc recognized as valid pernits by the
Reich authoritics ond vice versa. The Goneral Government Clearing
Institute opersted through the Germon Clearing Bank in Berlin. Until
1 Ducember 1942 the General Govermment formed o customs area scparcoted
fron the Reich by o customs line; a Decrece of 20 lovenbor 1942, however,
cbolished inmport dutics on roods coming from the Reich and othuer Germen-
occupied territorics. l/

Banks in the Genersl Government were supervisced by the Banle Super-
visory .ageacy,headed by the scme Gernen official vho acted as supervisor
of the Bank of Issue. The Polish banks in thce Generel Governnient werc,
therefore, left in oxistence, but Gernan banks sct up branches which
beeanie dominant in the credit business. In the insurance ficld, however,
only two Polish conpanics, both of which hed bosn German-ovmed before:
1918, were ellowed to continue operations. Geman ond justricn compenies

took over zll other insuronce business.

e. Industriel :nd agricultural controls

Production cnd distribution of industrisl noterials ond monufre-
tured goods was directed by Cormodity Control Offices {orining pert of
the Dconomic Department. They hed functions comparclle to those of the

German Reichsstellen before the Spoer liinistry took over production

controls in the Reich. The nceds of the Reich were decisive for the
policies of the Cormodity Control Offices. Thu Polish oil industry wes
controlled by o Specicl Cormissioner. Furtherrore, o priv&té Gormen
corporntion, & subsidiary of the KontinontalBl .4.G., wms formed by several
German oil combines to engepge in the exploitotion of oil fields in Poland
end, later, the Tkraine. Troade in oil products was nede o nonopoly of
the General Govermment.

Agriculture wes under the jurisdiction of the Depertment of Food
end jrriculture, which engered in crop planning, suncrvised the collection

of agricultural products, ndministered confiscated estvtes, superviscd

/ KBlnische Zeitung, 24 December 1942,
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farms in private hends and agricultural cooperative assooiations,_etc.

i Heed Office for kicnogement of Bstetes wes responsible for trustec
cdministration of confiscated and abandoned estates; it operated through
e far-flung regional orgﬁnizatiom. Collection and distribution of
agricultural products wes iﬁ the hands o:i the Central Agricultural

Burcau, comperable to the Germon Reichsstellen; it had branch ofiicoes

all over the country operating with the help of the farmers!' coopcratives.
If the estalblished quotes were not delivered by the farners, the Germans
rosorted to random confiscation.

The corporative organization of the cconomy in the General Govern-
nent consisted of o Central Chamber and four District Chambers, cach of

vhich was divided into four functional sections: industry and trode,

‘agriculturc, forestry, and labor, Those suetions, in turn, werc sube

divided into groups. ittachecd to the Chambers were Foreign Trode
igenecies end Central Offices for Public Orders, Self-aduinistrition of
business was uscd only in & linited degree as an instrument of government
control,.

f. Sequestration of Property

Industrial and cormercial enterpriscs in the Genercl Govermaent
were to a large extent token over by the Geriens, partly by the Generel
Governnent cdninistretion dircetly (which organized for that purpose the

Bntorpriscs of the Genercl Govermment Corvorction) (Werke dus Generale

gouvorncmonts)’partly by Germen Tirms which set up brench or subsidiory

firms in the rogion. To induce German busincss to establish itselfl in
the General Government, Germen firms were considered os Germen sutjocts
and were governed by Gernen law, even if their legel seat was in the
General Government.

Confiscation end sequustrotion of privete property was conducted

on o vholesale scule; it wes dirceted by the Trusteo Jgency Division

(ibteilung Treuhandstelle) of the General Goveriwient ndministrotion, with

field offices supervising the cuninistrotors appointed for individual

L=

(o]

cnterprises. This scctlion wis originelly o ficld office of the

Houpttreuhendstelle Qest in Borlin organized under the Four Yeaor Plean. 1/

1/ GO8ring Doucree of 1 JJovenber 1¥0Y, Deubscher Rolchsunzelger 1959, No. 260,
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The Trustee igency Scction took over property of owners who gither werce
cbsent or were not recognized by the Germen ndministration, 2ll property
of the Polish state and other public bodies, cnd 2ll property owned by
Jews in Poland. In eddition, privete properiy of non-Jews was scgucs=
trated by act of the district chiefs in agrecment with the head of the
Trustue JLgeney if scquestration was declarcd to be necessary in the
public intoerest. The property of the Polish stote was transferred to
the General Government; Jewish property wns sold outright. The Germons

sct up a Corporation for Liguidation of Trustue Property (Treuhandverver-

tungs GnmbH) to dispose of confiscuted property by way of sclo or lensc.

4, The Sovizt Territorics

o+ General Principles
In the occupied Sovict territorics, which included thue formor

Baltic States, govermmentol cuthority wns excrciscd by the German Jrnmy
as long es the front line was neer, ond was tronsferred into the hands
of German civilian agencies when this step scomed wmrrantecd by the progress
of the armies. The orgenization of ecconomic controls under both types
of adninistration was, however, to o:large uxtent identiccl end so were
the nmcasures put into operction. The uniformity of policies, mecsures,
end organization was echieved through the close cooperation of nilitary
and civilian ocono?ic egencies, which wverc ofton staffed in leading
positions by the same persons, and by the usc of vrrious orgenizotions

as exccutive agenciocs by Loth the militeory and civilion occupstion

The objectives of Gurmon occupetion policy in the Bestern territore
ics can be suurrized s rfollows:

(1) Thesmort term objective wes the niobilizotion of rcsources for
the irm:9éi .te purpeses of the var.

(2) The long term objective wes the orgenizotion of perrrnent
colonization and control of the region by the Gerrsn Peich.

Exploitation of industriel and cgricultursl resources snd of
netive labor wes carried much further in the BEastern territories then in
the other occupied Buropean linds. The besic difference.in.tﬁe réspective
policies adopted Ly the occupution pover ves demonstreted, moreover, by

iDam: Halis
A'.I.‘.rf) Lovdlwl .y
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its cttitude toward notive political cnd economic orgenizotions end the.
way in which property ond civil rights were handled. Iu Germin eyes
locel administretive agencies in the Soviet Unicn were not regarded as
reliable for collaborntive govermment. This principle,and the feoct that
the country was stripped of cdministrative personnel, E/ were used by
the Germens as justificmntion for denying the local population self-admin-
istretion end for reducing the country to the status of &« coleny admnin-
istered and exploited without regerd to the interests of the population,
an entirely new adninistrative orgonizetion was built from the ground up
to the highest level; the structure of the economic organization wes
redically changed by the transfer of sll powers and property rights into
German hands.

The point of depuarture for the cconomic measures token by the
Gerrians wes established by the fact thnt privete property in industrinl
end agricultural instnllotions cnd land did not exist in the Sovict
territories. In view of this situction, the Reich ostoblished itscelf cs
the inheritor of Sovict property. Industricl cnd commercial cnterprises
were operated by trustees end forms by stute or cooperstive orgonizoations,
or tenant formers. Bven in the Beltic countrics, where nationalization of
industry cnd soil wes of recent date, private property wes cdmitted only
with respect to small shops, whereas peuscnts continued to be regorded
by the Germens as tenants of the lend they cultivated,

On this foundetion of stote owmership, the Nezis tuilt o system
of cconomic controls in which‘Ruich authoritics coonper:wted with corporetc
organizetions of Germen cconomy. This system assured the highest degrec
of economic ‘exploitntion end prepured the ground f{or unrostricted penetreo-
tion in the future by Germen privete businuss. Transfer orf omership into
private Gormen honds was promised for the post-woer period and thus the
operation of industricl instnllations in the Bast for the cccount o the
Reich Government weos mtae oven wore attrective to Germen riras. Reprive:
atization of srinll shops sand industries in the Baltic territoric® during
the leter perioa of German occupation wes used ns o political wecpon to

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

E/rﬁeue Ordnung, 29 .ugust 1943.
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German hoands.

be Orgonization of Zeononic Jdnministration

The cconoriic cxploitation of the Bastern tourritorics wns directed
by the Delegote for the Four Yerr Plen ,who cmploycd the territorial
edninistretion aos exccutive cgency. In the territories under militury

adninistrotion, the so=-called .amy Rear Zone (rlckviirtiges Heeresgebiet),

the Jany Cormmander wes supreme cuthority, but the chief of the cconomic

scetion in his stoff, cntitled Economic Letder (Uiirtschoftsfihrer), reported

tn ond received instructions from the economic branch of the Supreme

=3

Corriend of the 4rmed Forces. This agency, in turn, maint:iined constant
linison writh the Delsgnate for the Four Yeor Plan and other civilisn Reich
autliorities. The economic branches of the militery cdministrotion in ;
the Jrmy Reer Zone vicre thus inﬁorrclatcd vith the Reich riencies formﬁ-
eting econonic policies.

Lt o later peoriod, the Supreme Cormicnd of the jrmed Forces costob=-

lished the Economic Steff Bast (Wirtsﬁhaftsstab Ost) to hondle cconomic

fa)

affeirs in Bastern territorics under militory rule. Located in Berlin,
the Dconomic Steff Bast was o nilitery agency but coopereted especiclly
closely with such civilian «gencies @s the Economic Planning Staff in
the Roich Ministry f§r Occupied Bastern Territories. E/ ifter the Beonomic
Staff EBost wes estublished, the Beononic Leadérs become Economic Inspec-
tors and operated os heads of the regiocnal sgencies of the Bconomic Steff.,
At the seme tine, they acted as lisison officers between this dgcnby and
the liilitary Cormuinder of the territory.

The Jrmy Rear Zone wos divided into three or four Beononic Inspec-

torates (iirtschuftsinspuctian), nenely the Beonomic Inspcctor:te North,

Beonoi:ic Inspectorcte lilddle, Economic Inspecitorate South 2/ arnd, for a
ghort period, the Zconomic Inspectorate Caucasus. Their edninistration
vms orgenized into severcl functional depertrients (Cnbfﬂrupp<n), decling
respcectively with economics, agriculturs, leabor, forcst and timber,
pronotion of industry, end vocation treining, end (in the B.I, South

only) Donetz mines. The territory of each inspectorate was divided into

i

Ao

1/ OstwirtschHalt, jugust 1942,
EV’Fanxluffar Zeitung, 25 June 1943,
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several arcas administored by Beconomic Commands (Wirtschaftskommando),

also organizcd into functional departments (Gruppen) with a few local

branchcs. ;. s

In the territorics under civil administration the Reich liinistry
for Occupicd Bastern Territories (hereafter roferred to as the Eastern
Ministry) was suprome authority. The Bastern Ministry vas divided into
scveral dopartments, onc of which doalt with economic matters in genereal.
In addition, tﬁcrﬁ vies o speciml section for the administration of property

called "trustco administration" (Treuhandverweltung), another for the

administration of monopolics (llicnopolstclle), ond an office of the General

Ldvisor (Referent) for Economic Questions. The chief of the economic
department had an important position in the liinistry for Beonomics, wherc
he handled cconomic affnirs of occupied cowntries. The economic depart-
ment of the Eastern liinistry was orgenized os tho Economic Planning Staff]
paralleling tho military Economic Staff Bast. Both aguncies were staffcd
to & large degree by the samo officials. The policies applied in the
territories administered by civilian and military agencics were thus fully
coordinated, under the dircction of the Four Year Plan Officc. i/

The Fastern territorics under civil administration werc organized

into two Reich Cormissaricts (Reichkormissariect), onc called Ostland,
the other Ukraine, which, in turn, were divided into scveral Genoral

Commissariats (Generclkormissariat) and further into regiontl Commisscriats

(Kommissariat) .

Certain cconomic tasks were carricd out in the Dastcrn territorics
by orgenizations operating dircctly under the respective Reich agencics,
particularly the so-czlled technical services. Transportetion, construc-
tion, power cxploitation, and similar ectivities werc outside of the
jurisdiction of the Bastcrn kinistry. /lbert Speer, es Inspcctor Geonereal
respectively for Roads, Katcf, Power, and Construction, cstablished &
Technical Control Office Ostland which supervised the Technical Offices

engaged in railrocd, highwny, weterwey, and similer construction work, in

E/ Dcutsche Bergwerkszeitung, 13 Jugust 1944,
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close cooperation with the Orgenization Todt. These natters vere placed
partly under one regional nanazement. Railrozd operation was controlled
by the General Trafiic Arency Dast under the Reich Transportation lMinistry;
the postal service was hendled by a division of the Reichspost. liost of
these arencies delerated officials to the staff of the civilian ednin-
istration to estallish liaison, in & similar vay as they were represénted
on the staff of the military adninistretion. As far as arnanent pfbduc~
tion in the East was concerned, direct conirols were exercised by the
Speer llinistry through the Armament Inspectoraies Ostland end Ukraine
and the s8ubordinated Armanment Cornwnds and field offices. Thess
Armenent Inspectorates are not to Le confused with the Econonide
Inspectorates in the Army lecr Zone.

Native jovernnent agencies with cconomic branches vrere
estoblished only in the formerly Daltvic territories. They werc given
limited functions consisting only in the administretion of the controls
established by the Germans, particularly over labor and agricultursl
deliveries. In effect, these agencies wore not cven called "ecovernments."
The hierarchy of economic contrel agencies was bosed alrost exclusively
on the Germon officials and businessmen transferred to tlhe Dast ond on
"ricinl" Germen settlers who were enployed in the lower cchelons.

Governnental agencies refreined fron exercising dircet control
to a much greater degree than in the Reich, largely becausc the Germnns
uscd newly estailished public enterprises,usually celled Tastern or
trustec companiocs, e executive agents. The coripaniocs were siven a
monopolistic position in & specific branch of industry, trade, or agri-
culture and werc entrusted with cdninistrative duties, cspecielly the
control of production:and distiibution. The employees of the oo*p nics
wore in many ruﬁpects regerded os public officinls; they worc uniforms
end enjoyed verious privileges and speeinl protection. Thoe key companics
wierc founded by Reich authorities, particularly the O0ffice of the Delegate
for the Four Year Plan cnd the Ministry for Beonomics, together with the
lHinistry for Occupied Bastern Torritories. In sonce instences, these
Roich suthoritics rked in cooperation with corporative organizetions

YESTLICTED
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of German economy. In this way the functional coantrol wugencics werc
tied in dircctly with-the Reich agencies interested in this particuler
tradc. The key companics, wvhich founded rcjional and functional sub-
sidiaries, operated both in the military end the civil adninistrative

zones., Closest coordination with the territorial authoritics on the
regional level was achieved by appointing officials of thc Comuis=-
sariats, as chiefs of the company subsidiarics operating in the arce.
With the exception of some property items entrusted to individuals or
firms, or used directly by govermment agencies, trustceship over all
Reich property in the Easteorn territories was in the hands of the
monopolistic comﬁanies. Gorman industrial firms signed contracts with
the trusteec and operated centerprises for account of the Reich.

Inasmuch as the monopolistic organization of busincss cxcluded
the setting up of competitive enterprise no cartels developed, but
the Germans organized all industrial enterpriscs of the Ukrainc and
Ostland in economic associations. These associutions acted as control |
organs of the adninistration and planncd, directed, and controlled
production, raw matcrial supply, and distribution of industrial pro-
ducts. The associations comprised not only the private enterpriscs
opecrating on leascd Recich property but also the monopoly companics.

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 commercc and
deleg&ted e few functions to them,

The agricultural monopoly companies had the vital task of securing
delivery of agricultural produce. Their territorial organization fol-
lowed the pattern of the general administration: the officials on the
lowest level supervised the native aldermcn of the villages, who con-
trolled thosec farms which were not operated directly by the company.

¢. Techniques of Dxploitation

(1). Agricialture

The first mcosurcs after the occupation consisted in the
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taking over by special military units of all ?ublic and comunity-ovmed
real estate and collective farms, the introduction of rationing, and
the prohibition of the free salc of agricultural products. The confis-

coted real estete was declarced Reich property and put under trustee

adninistration. In the Baltic districts, and to a very limited degroc
nlse in the other regions, part of the land wus luter roturned to
privete manageaent by conversion of.colloctive farns into individual

or cooperative holdings. The title to this land was, however, retained
by the Reich. The larger part of the agricultural lend, and speci-

ficully the state furms, uvas operated dircetly by the licich as its

special ceconomic property. A Public Land adninistration Company

(Landbewirt°c~'“tuhrsr05u1¢ chaft) was established with branches for

the Ustland and tihc Ukrainc, to administer stete furms und undissolved
collective farms and to control farming on individual and cocperative
plots. ts ficld ogencics served as exccutive agencics of the terri-
torial asuthoritiecs in mattcers of agricultural control; the chioefs of
the district and regional officcs of the Conpony were at the sume time
officicls of the General and the regional Cormissaricts and handled

their agricultural matters. County officinls opuruting under the
rcgional were attached to the native local administration. In the
Ukraine, the county officianls supervised the menagers of the state farms
and the londers of so-called basc points for colleetive tnd coopora-
tive farms, who in turn cnployed native aldermen to control individuai
furns. In the Ustlend, the county officials uscd the frraer organiza-
tions as control orguns. The latter were integroted into the native
adninistrition system. Germen control wes cxercised not only from the
outside but alsa from within inasmuch os the German-administored farms
hod meabership rights.

Apriculturel controls bcecamc all-cmbracing through the operations

of +tho monovolistic Centrul Truding Company Bast- for Agricultural

Producc and Supplies. (Zuntrulhz:ndclsgc,-s-..llscha.ft' ust f{.‘lr

Landrirtschuftlichen Absate und Bedar?! Gmbh.)l This comprny was

1. Dic Landware, 9 January 1949.

RESTRICTED




e

- 52 - RESTRICYED

supervised by the agencies which reguleted agriculturce and trade in

the Reich; the Reich Food DBstate, the Reich llinistries of Lconomics
and of Finonce, the Dclogate for the Four Year Plan, and the Reich
Group Trade. Its head was a high official in the Ministry for
Occupied Dastern Territorics and, simulteneously, in the Economic Staf?l
Bast., The Trading Compoany operated business branches and purchusc and
supply offices both in the military and the civil administered zoncs;
in the Ukrainc it operated through subsidiary companics. Gencral in-
structions were issued to the Trading Compuny by the Bustorn ilinistry
end the Economic Staff Eust, but its field offices nlso received in-
structions‘from the Reich Cormissars and the Beconomic Inspactors,
respectively. The activities of the Trading Company consisted in
collection of agricultural produce, supply of sceds, machinery, fucl,
cte., to farms, and trustec adninistrntion of food procossing indus-
tries. In accordance with dircetives of the Delogutc for the Four
Year Plan, German firms were often cmployed under o contract to run
Tood processing cnterpriscs for the cccount of the Trading Company.
At o later perioed, private firms from the Reich were omployed to toke
over collection points, wurchouses, and local supply officcs wnd to
operate thom for account of the Trading Compeny under control of the
regional officials of the Land Administration Company.
The collection of egricultural products was handled in the
following way. a furm operated by an individual or e cooperative group,
had to deliver a specified minimum quantity of the product. In addition
to cash puyment for quote deliverics, premiums were psid in conswaption
goods for cxcess doliverics. On collootive and stato furms the wholc
production was collected and wages paid to the workers. In order to
forcce farmers to incrcasc their deliverics, industrial products weru
very olten sold only to those who delivercd morc than their guota.
The monopolistic positioﬁ of the Trading Company and its subsidiarics,
os well os

the monctary infletion nade tlhis nmethod very cffective,

The organization of forestry and timber production was typical of
J
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{he method of coordinating spceific scetors in the Dastern and the
Reich cconomics. ITutive personnel, and in the Baltic regions, native
aguncics(called TForestry District Dircetorates) were omployed in the
adninistration of‘forests. These agoencics and cmployccs were supervised
and dirceted by forestry scctions in the territorial cdnministruation with
£, liaison scction in the Reich Torostry Office securing coordination

with Reich policies. Production of timber wins in the hands of privote
Gurman Pirms organized and controlled by the ccenomic adninistration of
the eivil and militury suthoritics in the samc way ns the industrial
firms.

(2). Industry
After the occupation of Soviet Russian toerritory, German

nilitary units toolt over all industrial property ovmed by thu Sovict

states, publie cerporctions and associntions, and also the property
of Jeirs and absont owmers. Industrial onterpriscs were declared port of
the Reich's ceonomic property. A deerce issued jointly by the Hinistry
for Guecupicd Zastern Territorics und the Dologate for the Four Year
Plan rescrved the appointment of trustee sdministrutors to the Reich

C&zaissaés. adninistrators were appointed from among individuals,
busincss firas, or trustee compunies, Production and distribution of
spirits and tobacco were declarcd the domain of' the Genernl HManagement
of ifonopolics.

Smell trade, handicraft and industrial enterpriscs in the Baltic
territorics were pernitted to oporate under private ovmership.  These
cntorpriscs had never been fully nationalized by the Sovicts; morcover,
the Germans did not consider these anterpriscs attractive cnough to
warrant ossuming trustecship over thems Subsequently, the repriva-
tization of such cnterprisc was uscd to attract the collaloration of
the native clémcnt. Inasmuch as the ovmers had to eproint specifiocd
manacre or accopt other obligations, German control wms not diminished

by the transfer of property rights.

The Germans considercd the objective of industrial enterpriscs in
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the Eastorn territorics to be the production of raw and semimcnufictured
materials for use in the Reich rather than of industricl goods to be
used locally. Production tasks were set by thc cconomic branch of the
Supreme Cormand of the Armed Forces wad the Delegate for the Four Yoar
Plon, as well as the latter's subordinate, the General Inspector for
Acquisiticn and Use of Raw Materials in Uccupied Territories. The
armament Inspectorates Ostland and Ukraine and the Sub-ordinated Con-
mands acted as field offices of the Armament Ministry in metters of
armament productien in territories under civil administration, whereas
overall control over industry wos coxcrcised by the terrivorial cuthori-
tics, the Bastern Iliinistry, and the General and regional Cormissurints.
In the military zone, all control powors werc hcld by the Econonmic
Inspcctorates and Cormmands.

The territerial authorities cmployed the monopolistic trustce
companies, as well as cerporative orgunizations of industrial and
business firms as eoxccutive agencies. In the Ukraine, where onlf
German firms oporated, industrial enterpriscs were organized in a
nuniber of economic associations patterned after the Gormin supur-curtels

Lﬁiichsvorei‘igungen)l Supervised by the Reichskomnissor, the cartels

exercised completce control over production, supply of raw muterials,
tools, ectc., and the distribution of industrinl products. Their chicfs
formed part of the public administration. Somewhet different was the
organization of the oil industry which wes controlled by the liineral
0il agency Ukrainc, and of the Rubber industry which was controllcd by
the Rubber Ring Ukraine. Both industries were suporvised by the

Reichskormissar, In the Baltic territories, both regional cconomic

chumbers and functional economic associations were sct up, hcaded by
a ain Sconomic Chamber for Ustland.? The lcaders of these organizo-

tions werc appointed by the Reichskormmissar who delcegated control powers

1. ELuropa-fabel, January 1943,
2. Ostwirtschaft, September 1942,
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+r thom.  The notive Direcctors and Councilors in the Boeltic territories
were olso supposed to handle cconomic nttters, but their powers were
rory rmch rostricted.

The Hnich apencics in charge of German industry were dircetly linked
+to the control over industry in the Bastern territorics by their partici-
ion in thoe Srustec or Bastern compnanics. These public cnterprises wers
wweanized by the Offico of the Four ""sar Plar, the territorial cuthoritics,
tho Jcich Lgencics in cherge of industry, end the corporative organizations
of Zernas business which had zn interest in the speceiffic industrial brench.
ilost of these enterpriscs operatod both in the eivil cnd military zoncs,
zithoer fron their scats in Borlin or through subsidiury trust companics
in cteh General Cemmisseriat.t  (thers were established for operation
in o ccrtain territory eonly, with thuir scets in Berlin or in the Deast,
Each trustee compiy had s nionopoly of trede and prodﬁction in its line

of busincss; it administercd the industrisl installatiens in this lineg,

but cntrusted o private German firm or its ovm subsidinry vwith the

operttion of the plants. The Ueneral 'enegoacnt of fonopolics also was

authorizea to turn plants over to Gorman firms. The German firms which
undertock to send personncl &nd nachinery to the East to operate Reich
property were called ﬁpatron firms«" They manufucturcd for tho resount
of the trustece agtinst a cortain payricnt stipulated in the controct and
vere promiscd first consideration when efter the war the plants wors to
be turned over to private hinds. although ovmership in industrial
snterprises did not pass cubt of public hands, German industry csteblished
itscl? in o dominating position under the cover of nensmgement for tho
Roich.
The penetration of Gorman business firas into the vholosnle and

™

retail trade in the occuplcd Dast was wirtuelly unlimited. In the retail
trade, three typss of shops were adnitted to business. The Jermen shops

sct up by Reich firms supplicd Geraan enterpriscs and individuals, where-

as private shops,in the Baltic territorics, wnd communel shovs,in +he

) Py

- ———— —-

1. Pariser Zeitung, 8 august 1942,
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other parts of tho USSR, scrved the native population. Tholesale trade

in the Baltic territories was in the hands of Germen firms and of a fow
) native and mixed enterprisces. Each of these firms spoecialized in a
h’ cuertein line and operated in all Baltic districts. In the other terri-
} torics, however, wholcsale trade was cntircly rceserved for German firms.

Some ef thesc specielized in particular products and covered the whol

. territory; others, called district firms, had general trading rijghts

AT e

4 within a limited district. To be cuthorized to conduct tradine acctivity

.

-

in'thc Bast, o German firm had wo sign o contract with the trustcce company
which supcrvised wnd promoted cormmcree in o given %orritory. The trustec
companics (two or throc at verious tines) were subordincted to the
‘iirtschaltscinsatz Ost GmbH., o compony founded by the Delegate ffor the
Four Year Plan to organize the supply of consumer goods for all persons
working for Germtns in thoe BEast. This company also orgenized the
supply of matericls and muchinery for industry end handieraft, produced
locally cor imported, collceeted cnd uwerketed scrap meterial, coopereted
with Bastern componice in orgonizetion of consumer goods industrics,
ond controlled the foreign trade of the Eustaén territories. Scveral
firms from Himburg end other Henscotice tovms were given nonopeolistic
positions in the foreign troade between the 3altic torritories and
Scundincvia, ns coupensation for their loss of overscas trade,
(3). Financc
: (2). Currency. During the first pericd of occupation
ruble currency wes allowed to circulate. Local cxpenditurcs of the

Gormen army were fincnced by the issue of occupution noncy called

Reichskreditkesscnscheine. This moncy was dcclared logal tender at o

4

{fixed exchange rate to the ruble which deprociated the latter curronecy
considerably, Loter, #ll oxcept small dencuinetions of Sovict noncy
viers withdravm froa circuletion and replaced by occupisticn currcney or
a new local noncy.

(b). Reichskreditkassen. The gonerel policigs of these

———

banks were directed from Berlin by o contral officc attached to the
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Pu’chsbank.l The individual institutions werc, however, estoblished
by deerce of the Suprenmc Command of the wrmy. They were controlled by
the nilitery commender in the operation zone, by the civil authority in

the civilion zonc. In the beginning the Reichskreditkassen scrved not

only as soldiers' and army banks, but olso as fiscal agents for the
torritorial autherity and as gencral crodit institutions. In the Ustland

and the Ukraine their funetions were taken over by central and regional

banking institutions founded by the Germcns. In the Army Rear Zenec, the

Reichskreditkassen continued to operate es nilitary banks and'as

centrol banks for the new "ccononic banks," described bolow. Reichskredit-

kosscnscheine continued to be legal tender all over the coccupicd

——— ————

territory. 3
=

(e)e Centrol Berks. The Bustern !Hinistry in coopera= f

tion with the Reichsbank set up ¢ central bunk in the Ustland end a ¥

contral bank in the Ukraine. Over-nll banking policics were dirccted by

the licichsbank, which delegnted officicls to menage the new institutions.

The ieichskreditkossen oxisting in the two territorics and their loecal

branches rere incorporated inte the central banks. The Ostland bonk

-

did not issuc & loenl currency, but put the Reichskreditkassenscheine

intoe circulation which it received from the head office of those
irgtituticns.®  The Ukraine bonk, on the other hand, issued a loecal

currcney the unit of which was ecalled Karbownn tz.:5 The asscts of

both instituticns consistoed chicfly of Reich bonds and other claims
ageinst the Reich and Reich institutions, cnd of slains ageinst the
territeriel authority. In the nilitary zonc, ne central bank wes cstube

lished, but the meiehskreditkasscn served as the coentrel benk of the

local institutions.

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

local banking ond clearing institutions to supplumunt the existing Reichs-

kréditkicsen, and having encouraged tne reopening or founding of private

institutions,
1. Dic Ba Bank, Berlin, 30 Scptumber 1942.

]
2. Bonoirtschart, 1943, Issue 1l
Tronkfurter Zeitung, 1 Junc 1943.

4
v

T QI
S B



http://barj.es
http://editkt.es

- 58 - RTSTRICTED .

the Germans later decided to concentretc cormercial banking in the
hands of a few larger German-controllcd instituticns cnd te closc the
other banks., Ionopolistic institutions, called "ccononic banks'

(Wirtschaftsbankon), were founded by the militery suthority in the opora-

tioxn zonc, and by the Reich Commisser in the Ukraine. Thesc banks cone-
ducted general benking busincss in specific rogiﬁns, accepted deposits
frov. locel quthoritius, institutions, cnterpriscs, and private depositors,
advanced credit to the cdninistration ond to busincss enterpriscs, ccl-
locted toxes, cte. They to;k over all existing crcdis institutions
except the savings benk cnd eredit cooperstives. The ucoﬁomic bunlts
bolonged to an adninistrutive orgonization of their ovm and forned a
clearing associantion with the help of & COentral Leononic Bank. The

cxcess reservos of the ceenonic banlzs and of the snvings end coopera-
tive banks werc depesited with tho Céntral Bank in the Ukroine, and a

Roichskreditkasse in the Ustland., In controst with the stato-ovmed

banks in the nilitary zonc and the Ukraine, private German banks oporcted
in the Baltie tcrritories;l twwo Berlin banks cstablished subsidieries,
and onc operuted o branch there. In additicn, o corporntive bank

(Gemeinschuftsbenk Ustland) was founded by the Geormun cuthoritics to

scrve as & clearing benk and financial center of the notive eredit co-
operatives and scovings buanks.,

(4). PForeign Tradc and Exchange.

Foreimpn trade of the Zastern territories, with
countrics other than the Roich, was conducted by nonopolistic Germoen
firms in coopoeration writh privete vanks, on the basis of componsction or

arter agrocments which specificd thet inported goods had toe be paid off
the
at oncc by exports of domestic products oﬂ/same valuc. o clearing

clains resulted from thesc transcetions. Trade with the Zcieh wwos net

subjcet to cxchange restrictions,but cach of the Genercl Commissoriats

— -

1. Industria, Stocikhelia, 28 Scptonber 1942,
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and the opcration zonc werc coansidered os territoriul units with

scparate currcney (although Roichskreditkessenscheine circulated freely

in and between those territories). Payvients to and frori the Reich were

rricd out through clectring accounts. In this woy it was assured that

+the Ostland, and probably the other territorics too, hed wn adversoe ]
balance of payments with the Qeich and wore debtors of the German

Clsaring Officc. The reason for this developnent consisted in the high ;
con Ldtﬂc“s ccllected by the Gernuns under the title of ccecupation

costs,vhich oxceded cven the value of exports to the Reich and of goods ;
purshased and conswiacé on the spot by tho Germen Lruy in the Bast. In 'E

eddition the Germen firas, public as well as prl.h+c cnterprises, oper-
tting in the Bustern territorics tronsferred their sizeble profits te
he Reich, and the Gernan naticnals employed in the Bast had their
salarics paid at hone, to the debit of the Bastern clearing cccounts.

(%]

(5). Financiel Centrol as o jfleans of Exploitation

Duc to thc cxtensive purchascs cnd confiscations of

I_J

cal products by the Gernan autloritics and cuterpriscs ond the lack

of adequate supply of industrial goods and cven foodstuffs for loenl
consunption, native farncrs and workers werce uneble to spend in official
rmerkots their inconce, low os 1t was conparcd te the siturtion in the
Reich. The pepulation was not inclinod to deposit unspendeble noncy

savings accounts, but hoarded or used it for purchascs in black narkots.,

o]

cnditurcs of the Goraan authoritics,as far as thov wero not

Current
covered by taxation,werc finsnccd by issuance of noew noney. The loeal
cxpenditures of Goraen firns for cxpansion o their cntorpriscs were

financcd out ol crodits cxbtended by the banking system. This liberal
finenecing of Gernoan cxpenditurcs rcesulted in a steady inercesc of +ho

roney cireulution ot o tinme when no goods were evailoblc through regular

:1s to cover the basic noecds of the population. DPrice controls in

.

the sphore of goods for native consunption were inofficicnt. Brentually
the leral currency wes refuasced by natives in their ovm deulings and

L

pleced by goods for which there wos goncral denwnd, such as liquor.
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Gerunenl counterucasurcs were inefficicnt sinecc the bosic conditions ro-
mnined unchanged. On the contrary, the Gernens had to accept barter as

the basis of thcir ovm operntions with the nutive populatisn bectusc the

latterdid not consider amoney os an adoquate mcans of poynent. To farmers

kil

viio £illed or cxeccded their delivery quote and to worlkers who reoc

1cd

i)

or cxceeded the mininun output the Germans issucd cortiiicates cntitling

e Ll
the holder to purchasc joads of deily use. The Germen authoritics were
thus forced to inercesc scnovhat the shore of the nationel product in

the Bistern turritorics which wos node available by then for consumption

LY

by thce native populetion., This chingo in their policy was considored

justificd only becnusc othemrise tice producsivity of labor would have

—— e — 4w i

1. Bankwirtschalt, 1 Septonber 1943,
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5. Balkan countrics

a. General Stutencnt
After occupying Albania, Urecce, !'ontenegro,and Yursoslavia
the Gormans set up puppet rogimes closely.contrnllod by the Gornon
military administration. The amount of authority held by the native
govermments changed frequently, but in economic matters Germen controls
wore alwoys very strict. Continued and unrcstricted supply of agri-
cultural and industriacl (especially mining) preducts from the Balkan

N

for the Gorneon wor cconomy. This

t

countrics was of parcmount interces
feet vms reflected in the scloction of econoiiic cxperts for loading
positions in tnc German aduninistration. An outstanding examplc was
the casc of the former IG-Yarben offieial, Ucrmann Neubacher, who
beecame Speeial German Envoy of thoe Forgign office for the Balkons,
attached to the lilitery Commendor Southeast, wnd Snccicl Delogatce
of the Xc¢ich Government for Economic tnd Finencial [latters in Groccu;
enother cxwaple was the aprointment of Gencral Consul Franz Heuhausen
as Plenipotentiary for Zconomic affrirs in Serbia, under the Dologate
for the Four Year Planj Meuhtusen was attached to the 'ilitary Come
mander of Scrbia, and later become chiof of the ilitary adainistration
Southeast.

Germon ¢conomic controls in the occupied Balken countrius were
cxercised cither through dircet action of tlic ccononic departments
of the military adninistration, through the appointﬁont of Gernan
commissioncrs to supervisc the native adninistrotion, or by the as-
sigmment of German officicls to key positions in the direction of these
agencics. To secure delivery of agricultural products, for instance,
the Germrns used mostly direet control ond requisitioning methods;
they nlso took over most mines cnd operited them by nilitory forme-
tions (technipal batt«lions), tho urginizition Tedt, or Gernan

mining compﬂnies.l German army personnel opernted the Balken railwe s

LR -

l. Greek cgriculturc, mining, m«nd industry were dircetly controlicd
the German militery adninistrosion.
Deytsche "firtschrnftszeitung, Junc 1944,

Y
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or at least closely supervised the netive raillwey personnel. The nntive
administration bronches in chirge of cconomic affnirs, prices, cte., the
nutive banks of issuc, nnd the agencics controlling privote branking were
controlled by Gorman officinls,

The following description of Gorman cconomic controls in Scrbin
noy be considered as reprosentative of the prnttern enploycd by the
Germons in 21l occupied Balkan countrics.

b. Secrbico

The parts of Yugoslav territory estnblishea by the Germons os
the State of Serbia were pleced under military administrotion which ot
first wns headed by o commanding general for Scrbin. Later the arca
formed pnrt of the Southenstern command. Germrn cccnomic controls vicre
centered in the hends of Gonernl Consul Fronz euwhnuscn, o HSFK EEEET

" "
gruppenfuhrer, whom the militery commendcer, as well ns Goring os

Delegnte for the Four Yeoar Plan, appointed"Gencrrl Commissioncr for

> o : " 3 H ; . o
Economy in Scrbia" (Gencralbevollmachtigterfur Tirtschaft in Scrbien).l

. ——’

Hc also was commissioner for the Ore Hining Industry in the Southcnst
"o -
under Goring, At the end of 1943, ¥Meuhausen becane chicf of the wholc
military administration in Serbia, acting under orders of the Germen
Iigh Command and tho Delegnto for the Four Year Plan, with scveral other
Reich agencics cooperating in making policy decisions cbout Scrbinn

ceconomy, cmong others, tho Reichsbank as orgnnizor of the Reichskredit-

kasscn. The overeall coordination of policies of the nmilitary admini-

—

strotion with the dircctives of the supreme Reich agencies was very
plein in this speeific casc., Nevertheless, Heouhauscn compliiined in his
reports to Ggring of contradictory orders cmanating fronm Reich ogencics
interested in the Scrbion economy.

The general objeetive of German cconoriic control in Scrbin wos
the same ns in other cccupicd territorics, nomely, tccording to the
formulation of & Goermen writer, "to heave all cconomic and industrinl

capabilities of the country contribute to assuring o full supply of

foodstuffs for the European continent out of Duropern production and

1. Das Heicn, 27 August 1944,

——
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to strcngthen the continental war potential by development of Scrbien

industrirl facilitios".l

The methods of control cmployed in Scrbic dif-
fered fron thcsc used in the Western European countrics under military
adninistration, nor did they rescmble the system of colonial administro-
tion cmploycd in Russia. The besic prineiple vs dircet control of the
Serbian cconomy excrciscd through ilouhnusen's office as well as through
Gernon officials, civil servants, nnd cconcenic specialists, who were ap=-
pointed to kcy positions in the notive adninistrotion. In addition,
Gernan industry took over the most important Scrbion mincs wad industrial
plants. Thc Serbicn cconony was thus controlled in o vny comparable to
thot used in the Protectornte and o o lesser degroee in the General
roverment.,

The Germen editinistration set up a detwiled cerop plen for Scrbia
and the formers were foréud to comply with planting rcgulotions. Spccific
quotas for delivery of agricultural products were sct up for cach farmer
or for whole communities and werc cnforced by thce Ucman zuthoritics.
German officials took charge of coutrols affecting uining and industry.
Gernen pelicies regarding prico nnd woge control, goveranent finnnces,
taxotion, and credit metters wore put into cffect by Scrbiun sgencics.

Forcign cxchange controls worc cxcreiscd by the "ilitary Deviscnschutze-

- s

lrorricndos. 4 Scrbicn National Beonls vms founded, operating under control

of o Gormnn commissioner. It issucd o new Scrbicn dinnr curroners i

i1

cxchange for Yugoslav notes and Reichskroditkasscn notes circulating in

Scrbin. Aluminun-bronze coin wns withdravm ond sent te Geracny. an

O0fficc for Bank Supcrvision was nlso sot up and worked out ~ reorganiza-
tion plan for Scrbian banking, which wvms put inte c¢ffcet with the holp

of the administrstion. The number of banking institutions s rostricted
rnd German banks jointly with their Austrian affilintes acquired control
of the leuding Scrbian institutions, teoking ovoer among others the in-
terests held by Czech banks. louhausen himsclf bocarne chairman of onc

of these bonks. trict control vms oxerciscd over credit cetivitics of

- R T — -

1. Das Reich, 27 August 1944.

————
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the banks. All credit institutions were orgonized in the syndicatces in
ordcr to cnlarge the sale of governnment bonds. In the Scrbian insuronco
trade, furtheroore, German and Italian institutions acquired largo
interests,

Apart from agriculturc, it wes Sorbien mining which constituted o
njor objective of German attontion. Iost of the mines duwnaped during
hostilities were shortly brought back into operation, with the help of
the Orgenization Todt (UT). The Germans initiated end partly carricd out
o considernble oxpansion of nining, ore processing ond refining faeili-
tics, construction of power plants, ronds, cte., but the lack of lcobor
and scbotage of mines, bridges, and otner transportation facilitics re-
duced thc output of orc. Gernan private cnterpriscs also participated
in the expleoitatvion of Scrbian mining resources, ccquiring ovmership or
talking the mines over for trustee nonngenent., The list of thesc {firms
includced the Ggring, Prcussag, *anicld, and Kruppcoitbines; a now
conpany, the ilagncsit Sudost LG Berlin, wes formed to operate magnc-
sitc mincs owmed by Scrbian and French interests.

The "eryenization" of Jowish cnterprisces was ancther instrument
for thc penctration of Gernan business into Surbia, but cven non=dovrish
firms werce token over by the administroation if they werce considered
inportant for the war offort. . census of Jewish propoerty was tokon
and formed the basis of its liquidation with the help of the Statc
Mortoge Bank., The prececeds were talen over by the Gormen amilitary
edninistration “for regulation of war denage and other cleins of citizcens
of thc Reich." The disposel of Jewish property was considercd important,
because of its c¢ffects on the future cecenomic structurc of the country;
it was reported that Goring cooperated directly in this matter. The

organization of racial Germans (Volksdcutsche) in Scrbic had = large

part in the "aryanisation" procedurcs.
Foreign trode was fully controlled by the Germen authorities, which also
took part in trade nugotiations with  the Reich and other countrics.

Scrbie had tec increusc exports to the Reich and, by German order, also
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to c*her countrics. 4L Gernea-Italinn agreemont fixed the shars of

Scrbiat's egricultural experts which the Itelians were to get, and

bt |

Ttaly

essned cortein obligations to supply Serbia with industrinl nroductes

[

Al

The Reich received agricultursl and mining products fron Servin and

supplied her with ress natorinls, aining equipnent, and agriculturcl

mechinery, nredoninantly destined for expansion of the industrics

6 tecguirced consider-

(¥

working for the Reieh directly or indirectly. Sord
able clains in the German-Serbian clearing sccounts as o rosult of ¢
fovorable cxport balance; by the cnd of 19043, the totel clains cnounted
to 9,300 uillion dinars (480 nillion 7). ©m the other hond, Sorbia
wos debited in the books of the Gernan Cleoring Bani: for tho rmounts
claimed by Croctis ond Bulgaria out of ecpitcl transfers. Tntil snring
1942, increosc of Serbian expert nriccs was vraceticclly offsot by hi~her
Zernen export prices, but, later, inflation in Serbin procedod at such

o pi.eo thot inercase in Germen elearing debts wrns partly duc te hizher
Scrbirn nrices.

Scrbie had to pay ceceuprnbtinm costs to the Gerinns, the swant of

ich wos inerensed due to groester nilitory activity ond clse te hishe:

. o
priccs in the country. Tho nonthly rate in 1941 vme 240 nillien dinars;

by 1843 it had increased te 2 billion diners nonthly. The Scerbicn adnine

il

istratbion incrensed toaxes ~nd floated scverel loans to finance thoso

.

poymients, but the groodoer part hod o bo coversd fron ndrouces by the
Serbian Hationnl Benk. 48 & result of this policy, as well as

cf the finencing of cxport cleins ageinst Jerinny out of centrel

bank credit, note circuliticn in Scrbin uxpinded constantly wnd roachod

-~

25,500 nillion dinars at thc c¢ad of 1943, os opainst 4,200 willion

(al)

dinars in June 1941. The effcct of this oxpansion wus on iaflntion of

prices which caused the Gornans neny diffficulties.

w2

crbiats contributicn to the Gorman viar offord crnsisted nn: cnly
of geods supplicd and scrvices rendered to Gernan treops in Serbie ond

of cxports to tho Reieh, but also of deliveries eof foodstuffs, building

-

neterinsls, nochinery, wnd scervices rendered {cspocinlly railrosd
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troansportation) to CGerman nilitary aad pare-nilitary organizations in
nei;hborind.countrics, such as ariy supply scrvices, engincerin
Air Foree units, Organizetioa Todt, coastruction officcs located in
Germany, the Gencral Government, Bulgaria, Creatie, Grecce, cite. These

cxports wero not paid for through the cleering but out of Serbinrn currency

rocoived by thoe Germans &s occupation costs, or out of Reichslredithkassen

notes which werc not supposed te be issucd in Scrbia but hed to be ne-
cepted there us paynent and exchange by the Haticnol Banlz, Certein
serrices had to be paid for by the Sorbian adninistration in eddition

to the occupation costs. This coxploitation of Scorbis renched such proe-
portions that the German Plenipotontiary for Leonory corpleinsed in onc
of his reports to Ggring that.Serbia in relation to its productive copeb

litios vms contributing moroe than othor states in the Scutheost
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D. Indircect Econonie Control

l. Introduction

Germony did not consider the occupction of the Viestern Duropean
countrics cither as o permancnt stoge or oven os a step towerd incorporce
tion or anncxation of the respeetive territorics. There spucific

districts were slated for annoxation they verc incorporatcd de facto

w

shortly aftcr occupction. For this rcason, ccononic éxploitation of the
'icstern Buropean countrics was carricd out by mcthods basically diffcorent
from thosc used in thc East, cspeeinlly in Poland and Russic. The
Gernens did not assunc dircet control of the cconomic 1ic in the Vicst
and did not usurp ovnership of industrial plints cnd landed property.
spart from the taking of wer booty,which in the ticst, too, sceoms aften
to have tronsgressed the linits set by internctionnl law, the Goruons
"purchased" there all the suppliocs they wented to sequirc., Duc %o

their intricate systom of financing theso purchtscs with loans and cone
tributions thc result was the same as in the Lost, ncnely cxploitation
in fover of the Reich.

The basic nmethod wpplicd by the Gernmans in controlling " cstorn
Burnpcan ccononics to make this oxploitation poscible was that of in-
dircet coentrol through the usc of netive adninistrations and organiznoe-
tions for pufposus of econonic control of occupicd countrics. In a few
scctors of the cconomic structurc the Gernon cuthoritics considered dircet
control as being vital for their intercsts, but in goeneral they abstoincd
from cstablishing cconomic contrel organizitions of thoir cvm. They ro-
licd on notive outhoritics whe were node ready to collaboruto by extensive
changes in the leading persomnel and Wwore rocrgonized in nost eascs

m

to fit the Gernen purposcs. The rcorgonizetion consistod in an exten-

sion of controls exercised by the nutive suthoritics, and in the sctting
up of corporative orgznizations of agriculture, industry, ond tradoe,
foshioned more or less after the CGerman pattern. The Gernnn occupntion
authoritics kept tho native ageneies under closc supervision and direectcd
the lines of their activitics, placing oflicials in key points and rc-

scrving for them the right %o pess on covery important decision.
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The cxistence of an unoccupicd zonce complicatcd the Germen controls
in regurd to the French ececononmy. In order to cxtend their donain into
unoccupicd France end especially into the rich French Morth nfricn, they
had to rcly on the cocperation of the Viechy government. In return for
this favorable attitude, thoy granted concessions in ?olitic&l end ¢econe -
ic natters, for cexemple, admitting Vichy legisliaturc and aduainistrotive
mcasures in the occupied zono (subjeet to prior approval by the Goriaan
authoritics). The instrument for German control in ﬁnoccupicd frinec
rnd North africen wos the German <srmistice Commissioa scet up to supervise
cxccuticn of arnistiee tcrns in both nccupicd and uncccupicd France. The
Commission acted ns intermcdiary botieen the Freonch adainistraticn and
the German corminder in France, Complaints of the fiohy govermnent
against actions of the German occupation cuthoritics wore prescnted by
the TFrench dolegation to the Commission in Kiésbadon end the Geruons
presented their claims to tihc French,often using threuts or deciding arbi-
trarily  what the French were to do in exceution of the Armistice
Convention far beycnd its litceral provisions.

The method of indircet contrel had a number of edvantages {fer the
Germans. First, it reduced their nced for trained Germon personncl.

.. few speeialists werce able to supervisc and direct the work of a

native control agencey, caploying o large native staff, with tihic st
cfficiency which a Germen-stuaifed agency would have developed. Sceond,
the possibilitics of friction with the broad nasscs of the populcticn
were reduced by the sinple fact that notive offliecials took over the teche
nical job of implementing Gormon dircctives by dirccet &ctiéz. Third,

the offic? ey of controls was incrcascd by the collaboration of native
individuals in inportant positions, industrialists, gﬁvcrwncnt officinls,
ctc. Fourth, thc amount of forcc end pressurc neccssary tc assurc
compliance with German orders was rcduced by clever nancuvoring of the
German authcrities between native partics, groups, and individuals.
Fifth, in the casc of France an cxtonsion of Gorman influcnce into non-
occupicd territory and especially Horth sairice was sccurced by the micthud
of indircet control.
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Collaboration of native cleouacnts wi.s thus 2 nucessary clenent in the
Gerimen ccononic control of Yiustern Buropcan territories. This collaborn-
tion wes sccurcd with thrects of confiscation of proporty and deporta-
tion, with promiscs of favorﬁblc treatment of the occupied country or of-
spccific industricl branches, and with bribes in the forn of speeicl
privilcges cccorded to firms ond individucls. Less tengible but no less
influcntial, thcere wes the threatoning cxemple of the Eistern territorics
"in which Germany had not hesitated to assuwne full and dircet control of
the cconomy. Furthermore, thore was in neny coscs & comaunity of inter-
csts if not of idcas between sone netive industriclists and busincossmen
and thc German overlords; but in most cnses the sinple desirc to pre-
scrve the ownership of the plant and alsc to prevent the employed
workers from losing their jobs and being deported to Germeny cxplains
o willingness to collaborate in the form of accopting Gorman orders, cte,
But thesce factors would still not have bocen so cffoctive wore it not
cbvious that Gernany wos able to assurc the supply of raw materisls nce-
cssary for continucd operations and to pay for the work dono. This
factor was besced on the German control over the distribution of demostice
end forcign raw moterials, onc of tho basic points of the Goermon schene,

and on tiie German ability to menage unlinited domoestic neans c¢f payment,

cnother vital point.

The extont to which Germany resorted to direcct control or applicd
any of the prossures_to sccurc more collaboration depended to a large
extent upon the nctivity of the native resistance movement, on the one
hand, and on thce intornational and militery pesition of the Reich, on the
other.. During the period of Gormeny's mexinun strength, colluboration
of native govermment agencics, autononous organizations of industry, and
industrialists was sccurcd without much difficulty in many countrics;
when the 4llics scored politicel ond militery successcs and o higher
cecononic cffort becanc nccessery for Germeny, the native resistance
movement in most countrics yms strengthened and Gernen leadership sceoas

to have slowly lost confidence in the rcliability and cffectivencss of
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the collaborationists. The slegan of the New Order in Buropc gradunlly
disappecared from the language of Gurnan propagende and was replaced by
the idea of the common fight against comaunism, ete., in which the cother
Buropean nations werc obliged to join ond if nccossary were to be foreed
to (ive assistanco, ospecially in the cconomic ficld. In this vay, 1t
beeeaiie more obvious that the basic German idea wias actunlly to cxploit
these territeries and thoir inhabitonts in fovor of the German cconony
under the sole objective of achioving o naxinum contribution with o
the

nininun of c¢ffort on/bcrman side. Un the whole, German cuthoeritics scoem
to have preferred to transplant factorics and werkers and transpoert row
matcrials to Germeny, instecad of nanufacturing the product in the occu-
picd country. They abstained from doing this when for cconomic rceasons,
such as location of raw matorial sources, transportoticn difficultics
and similer factors, it was iupcerative to continuc produstion on the
spot. ihen the German lebor supply was depleted by the incrcosing
induction of German workers into thc army, morc forcign labor was con=
scripted for work in the Reich. Forcign industry wes then forced o
"concentrate" and close down mony plants.l

2, Tirst Economic jleasurcs.

an
. Tho measurces of/cconomic character token by the German .y

5

commandels in the initial poriod of occupation of Viestern Buropoan
countrics followed this pnttcrn:z

a. Reichskreditkasscn were cstublished and the currency issucd by

them was declared legal tender ot o specified conversion ratce to
the native currency.

b. The nilitary authorities were empowered to inposc dutics
payable in cash.

Ce Corfain cormmodities were subject to ilmmcdiate roquisition and
sales of consuner goods were restricted to the usual volumc.
owners of requisitioned goods had to declarc their stocks to

the authorities whilc refraining from non-authorized sale or

disposal. This order was in some countries implem.nted by

1, Poriser Zeitung, 26 July 1942.
2. Vorordnungsblatt of Military Comannder in Berlin end NESTRICTED
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the establishment of special military agencies to control the distribu-
tion and consumption of certain goods.

d. Supcrvision of industrial, agriculturalsend forest production
was placed in the hands of Germon authorities who, howcver, usually or-
dered the native authorities to continue functioning and assumed confrol
over them.

to
¢. LExports and imports were subjected,/control by the occupation

asuthoritics.

f. All commercial and industrial enterpriscs werc ordered to con-
tinuc opereating; temporary administrators were eppointed for-gﬁfbrpriSes
whose owners or managers were absent._

g. A consus of industrial capacitics was taken by the Armament
Commends.

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

i. German property sceized as cﬁcmy property by the defeated nation
was restored.to the former ovmers.

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

k. Stute-ovmed plants werc stripped of machine tools and roaw
materials. Specinl machinery for armament production was in some cases
only sealcd and put under the control of thc.Armument Comnands.

These measures differed only in form from those applied in the
Bast (exccept Russia) and Southeast. Their main objective, apart from
the toking of war booty, was to facilitate immediate cxploitation of
the conquered tefritory for the bonefit of the German Lrmy. This ex-
ploitation took the form of requisitioning, according to German nceds,
of supplics held by civilians and piivite enterprises, and of services

of thc local population. Another important objective was the resunption
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of work in industrial plants and othcr public and private enterpriscs,
which wes considered as a menns of sceuring poace and order umong the
urban population and as an instrumental step in the cfficient utiliza-
tion of the country's resourccs. Price und wage control and the issu-
tnce of occupation currcncy completed this progrem from the fincneial
side. Penctration of Gcﬁéun capital, although initiated by the reestab-
lishment of German investments and property righté, became an objective
of thc policy only at a 1utcf period.

3. Recorganization of Notive Institutions

L}

a. Government Agencies

4t the time of the German invasion, the orgunization of state
cconomic controls in all occupied territorics was incdequute if compared
with the fﬁr;reaching powérs which the Reich Government cxercisced over
Germon business. In order to apply the principlc of indircct control
the Germans had to rcorganize the govermment agencics hundling cconomic
natters in cach occupicd country. ‘The powoers of the Gorman-coptrolled
native administration over nutive business were enlurged end public con-
trol functions centralized in such a wey that native agencics became
suitable tools for dirceting the national cconomy. In this way German
control wus simplificd und the number of control posts and Germun of-
ficials necessary to fill thesc posts was reduced. Vhen reorgunizing.
government controls and agencies, the Germans, of course, also subordi-
nated them to the cconomic sections of the occupation authorities, sct
up so as to duplicatc the upper brackets of the native administration.
At the same timo they roplaced wuncooperative clements in the native
adninistration with, from their point of view, reliable oncs. Although

the gencral principles of the rcorganizetion werc identical in all ter-

- ritorics under discussion, thc reosulting pattern of ccononic adninistra-

tion differed from country to country and was often modified, during the
course of the occupation, beccausc of changes in the political and economs-
ic situation and the German objcctives. The most common modification wes

that the powers of control were transferred to corporative organizations
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of netive business and industry cstablishecd upon German initietive end
more or less according to the Germen pattern.

Once netive agencics had Ecen reorgenized to fit the German nceds
the occupation authorities trnnsferrud to them exccution of meny of the
control powers taken over immediately after invasion. Deerces ond regu=
lations in regard to control of industrial and agricultural commodities
issued by thc native authorities in agrcoment with the Ililitary Governor
were declared to have the character of regulations implementing the
rcspective control decrces issued by the occupntion uuthority.l

The rcorganization of the govornmoné cgencies handling cconomic
matters in secverul of thc occupicd Testern countries may be bricfly
described. For example, after occupation of the Netherlands, the
functions of the native govermment bureaus dealing with the distribution
of raw materiqls were exponded and the entire trade and industry and
shipping were subject to their control., The government burcaus, how-
ever, were deprived of most of their control functions-as soon as Dutch
busincss had been organized in corporative associations in accordance
with the Gcrman'patforn. In Belgium, the Germans decided to control
busincss through the Seccretaries General, permament civil servents who
in peacc-time conducted thec various &epartmcnts of the governnent under
dircction of thc ministers. The powers of these officials wore enlarged
considcrably after the occupation, partly in violation of thc Belgian
legal code. This wae true particularly of the law of 10 Fcbruary 1941,
by which thc head of the Ministry of Lconomics was given the right to
cxercisc almost complcte control over the economic life of the country.
RBefore this law wus issucd, the Secrcetury General of Economics had
already cstablished a number of Central Commodity Offices which took
over the control of the distribution of raw materinls from the Gorman
commodity officcs, &nd were also charged with supervision of industrial
production. The Commodity Gfficcs opereated according to orders of the

German authoritics, with whom they kept close contoct. a4 Service for

i = — i ——— e ———— T ——— o it s .

1. Dcercc of Military Governor in Belgium and Horthern France of
5 Hovember 1940 published in VBl-Belg. of 9 November 1940, issue
No. 21.
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Distribution and Stocks was formed to direet the supply of consumcr
goods occording to orders of tho ‘linistry for Economics and the Hinistry
for igriculturc end Food, under immedictc supcrvision by the Germen
authorities. Peruction of agricultural goods wes put under control of
the llinistry for sgriculturc and Food, which used as cxeccutive agency
the corporative organization of agriculturel producors.l

After the outbrenk of the war, the French state sct up o system of
governnent controls over industry and agriculture, based on coopcration
of govermment agencies with agricultural cnd industrial associations to
vhich various control lfunctions worce entrusted. TFollowing the armistice
in 1940, thc Vichy government created o central allocation boﬁrd for
raw materials under the lMinistry of Production. It consisted ol twelve
soctions dealing with groups of commoditics ullocated to industricl
uscrs. Purchasce, salc, &nd usce of certein matcriulé wes subjecet to con-
trol. Thc board und its secctions, though superviscd by government com-
missioncrs, were not staffed by civil scrvants but by leading employecs
of . Fronch industry. The scetions operated in élosc reclation with
the orgonizing committecs of the industry. The French Governmont further

-, - . . ] . . . -
sct up a Delegntion aux Relations Neonomiques Franco-illemandes within

the Paris branch of the Fronch Treasury to coordinate all negotiations

an
oﬁ/cconouic character between Fronch and German authoritics; this
Dclogation kept in closc touch with the Leononic Departmont of the
lilitery Commandcr and the Econonmic Delegation of the Lrmistice
Qormission.

In TTorwny, too, statc control over busincss was extended after the

Germon invasion. In 1942 the !Ministor of Dcononics woes anuthorized to

clost non-csscntial enterpriscs.

b Corporative Orgenization of Business

In the Reich, state control of the ceconcmy depended for ef-
ficicnt and economic functioning upon the cooperation of the controlled
individuals organized in compulsory associations of the corporative end

cartel types. The Germans tried to epply the principlc of dclegated

— o i

l. Scc Sectioan 5,
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control powers and of industrial and agricultural sclf-administretion
also in the occupied territories, espocially those which were highly
industrialized. Tho basic idca vas that the structurc of controls would
thus bc assimilated to that in the Reich and German control simplified.
Horeover, the Germans secem to hevo hoped to sccurc full support of the
collaborntionist groupé,cspccially.so far as big business was concerneds
if they increased their power in the econony of the respective country.
They instigated, thcrefore, in all lijestern occupied countries,thc cs-
teblishment of corporntive organizations of esgriculturec, industry, and
trade rccording to the Gernan pattern. In the Reich, however, these
organizations took over from the st-.te most of the production and dis-
tributidn controls and opcrated under their own reosponsibility, though
undeor orders of the Reich agencios. The corporative organizations in -
occupied territorics,on the other hand, were mostly employed by the

a,
state only in an advisory capacity, cxcreiscd onlx/fcw control func-

tions as delegates of the autheritics and had hardly any control powers
undcr thcir own responsibility. Thc reason for this devclopment vas
pelitical. Bven collaboration of industrialists, though often for-
rcaching, was always prcocarious and doubtful, and the Germans did not
darc to cntrust the native orgoanizations with jurisdiction without dircet
control by thc statc and mostly also the occupation duthority, “ithin -
these linits, however, corporative organizations werc sct up in all
Ticstern cccupicd countrics.

The French Govermment of the pre~Vichy period used industrial
associctions to sccure smooth mobilization of the nntion's industry for
the war. after the armistice, so-called cormittecs of organization
morc than & hundred in number - were set up by the Vichy Govermoent to
control production in spceific industrics. The HMinistry of Iﬁdustrial
Prcduction appointed the members of the committecs usually from lists
of businessnen prepared by the manufrcturcrs in the field to be con-
trollcd. ..s a rcsult of this practicc the leading producers woere
presented in the committecs. Each cormittec was headed by an cx-

ceutive dircecter controlled by a govermaent commissioner. The
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comnittee conductcd a consus of in&ustrial capacity, stocks, and labor
supply, organized productioﬁ and  standardized production methods., Their
advice in price matters was frequently sought. They were authorized to
closc plants, transfcr laber, cstablish production progrems, supcrvisc
distribution of raw materials and cquipment, allocate markcts, rcquire
the usc of special kinds of cquipment, and collect contributions fronm
opcrating plants to pay indemanities to the owmers of closed ecstablish-
monts. In the allocation of raw materiels they acted as intermcdicries
between the industrialists and the central cllocoation buardé, the
government aguncies in chargc of distribution of materials. Their
dcoisions werc declarcd binding for thc membors of the particular in-
dustry. The Vichy Government also sect up & corporative organization of
the agricultural producers on local, regional, and national scalcs.

Of all occupicd, but not incorporated countrics, it wus in the
Wetherlands thet the participetion of corporative busincss orguni;u-
tions in cconemic contrels was developed %o the highest degrec, al-
though it never went as far as in the Reich. X411 corporative organiza-
tions opcrated on the basis of the leadership principle. Leadcrs were
appointed by the supcrior organization and Germen influcnce was cxer=-
cised through contrel of the appointment of key men tuken from the
Dutch Nazi Party.

411 Wethorlands enterprises (oxcopt in agrioculture) were organ-
ized by the Nazis inte six main groups: industry, handicrafts, trade,
banking, insurence, and troansportation. Each of thesc moin groups
was divided into trade groups and subgroups, as well as into local
divisions. s Council for Industrial wctivity sorved as the top orgeni-
zation of the groups as well as;%ic regional chambers of commerce.

agriculturce and fishing belonged to an organization called Lendstend.

The industrial groups took over many functions from the Hetherlands
Government ageuncies, cspecially thce control over the distribution of
raw naterials.

In Belgium, manufacturcrs and dealers in industrial products had
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to belong to corporative associations called groups. The groups covered
industry and truade from the first processing of raw mavewinls to tho
completion and retail sale of finished products. ilain groups, traac
groups, and subgroups werc set up to represent the chicf industries,
their branches and subdivisions. The functions of the groups worc neinly
of an advisory nature and in this capacity the groups were cmployed by
the native government cgencies as well as the occupation authoritics, il=
though sonctimes cxecuting orders which werc centrusted to then by the
autheritics, the Belgian groups did not play & role in the control of
industry comparablc to thaet of the German industrial groups.

In Yorway, the agriculturel orgenizations were foreibly amclgo-
noted into a notional association led by Norwegian National Socialists.
« corporative orgenization of industries,troade,ond busincss was ©.1so
sct up. The leaders werce appointed by und responsible to the govern-
nment, but their functions were little norc than of on advisony

character.

4, Orgonizotion of German wgenciocs
The ﬁerman agencies handling ccononmic nutters in the occupioed
countrics of chtcfn Europe cen be divided into three categorics: the
econonic branches of the German territorial suthority; the brunches of
Recich agencies exercising cconomic controls; snd the procurcnent and
linison agencics acting on behalfl of the Reich,

& BEcononic Branches of the Territorial suthority

.8 far os cconomic controls were concerned there vias no basic
diffcrence in the organization of the agencies set up by the Germans in -
and under
the territories under nilitary governncnt / civilian administretion.
The head of the economic scetion on the adninistrative staff of a mili-
tary governor had rcesponsibilities comparable to those of the Cormis-

sioncr General for Finance and IDconomics 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

Gernan cconcnic adninistration, military or civilian,was as a rule
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organized s as to duplicate the higher brackets of the native admini-
stration, the hcads of which were made responsible to the occupation

suthority. Close contact wns ostublished between the German officials

and the native officianls handling the same motters, ususlly by housing

both in thc same officc building. Gernen officials werc appointed to
control directly all agencics which had o stretegic position in the
regulation of the cconomic life of the country, e.g., tho agencios
distributing row materials. lherce scni-official national agencius, for
exaple, the national bank of issue, werce concerncd, Gernan advisors or
commissioncrs werc delegated te superviso their operations. The occupa-
tion cuthorities, furthermore, put Gernan civilisns in charge of enter-
priscs owvmned by Jews, cnemy alicns, und blacklisted nationals, and in
some cascs of cnterpriscs engaged in production for Germon account.
Thesc commissioners.wcru rusponsible to the German autherity but had
no civil scrvice stutus.

In some respects German agencies assumed direct cconomic controls
for example, control of transportaticn in France was handled by the

cconomic section in the military governor's administrative stuff and

fereign cxchange and trode control by special Devisenschutzkommando

units. HNetive personncl, however, was often used in subordinate

positions.

The military governor of France orgaonized in 1942 ¢ special

Supervisory Office (Uberwachungsstelle) to enforce compliance of

German agencics and individuals with price controls and rcgulations
restricting dcalings in merchandise and to initiatc prosccution of
those who teok part in black market operations.l

b. Branches of Reich wgencies

i-lthough basiceally économic controls were excrcisced by the
occupation authorities in accordance with general orders cmenating
from Berlin, a number of Reich agencies excreising economic controls
were rebrescntcd directly through ficld offices ell over occupied

Western Burope. Some of these ficld offices were independent

i T e W — S T - Y S R G . e S L 8 —— e —

1. "Bosonderc Tirtschaftsenordnungen” (Frence), issucs37 and 8.
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the loeal governor or commander, others were under the jurisdicticn of
the territorial authority, and their officials were attached +to the
staff of the governor or commander, although operating on behalf of the
Reich agency.

To thc first category belonged especially the ..rmament Inspector-
ates and Commands, and in France, their regional center, the War Lconomy

and armement Staff France (VWchrwirtschaft und Kistungsstab), in 1943

rcnancd .rmement and Procurcment Staff (Ristungs und Beschaffungs Stab).

These agencies acted os liaison offices between the Reich agency to
which they were subordinated (at first the Vieapons Gffice in the
Supreme Commend of iirmed Forces and after 1942 the linistry for .armaments
and War Production), the occupation authoritics, and the native industry
working for the German account. They also exerciscd dircct control
over irdustrial firms cngaged in war production.

.-nother agency independent of  the territoricl authority was
the German «wrmistice Cormission, its centrol inspcctorates, commis-
sioncrs and ficld offices.

To the sccond category of field offices belonged (1) the repre-
sentatives of the Delegate for the Four Ycar Plan. Ggring appointed
o specinl inspector for control of rew nateriels in France,l and estab-
lished @ branch of the Four Year Plan in Holland and similar branches
in other territorics. These dclegates and heads of sub-branches were
attechod to the staff of the occupetion authority,acting there as

. "o . . 4
representatives of Goring; and (2) the Reichskreditkassen,which were

also subjcct to the corders of the militery commender in the ficld,al-
though they were organized and dirccted by the mein office attached to
the Reichsbank in Berlin.

c. Procurecnent and Industrial Liaison ipencics

..fter the scizurc of var booty had lost its initial inportance,

purchasing offices, missions, agents, ctc., operating on behalf of

1. Inspcctor zur Erfassung und Einsatz von Rohstoffen in Belgicn und
114

Irankrcich (Sonderanordnungen of llilitary Governor in Belgium and
Horthern Francc Ho. 26 of 20 uctobor 1940).
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govermncnt agencies, industrial organizations, and privete firms were
the moin instrument through which the Viestern Duropean countrics werc
explnited for the benefit of the German war mechine and the civilian
ccononmy of the Reich. The mukeshift cheracter and the complexity of
the economic control scheme of the Reich wms reflceeted in the lack of
off'cetive coordination between tho activitiocs of the numerous Reich
agencics and organizations which sent represcntatives on purchasing
nissions into France and the other occupiced countries. Special agon-
cies werc sct up in cach 5f the majof industriacl countrics to coordi-
nute Gernan procurement activitics, but met with little success, as

by
wos indicated by various reperts as well a%/thc establishnent of ncw

-agencies with the sumc objcetives. The following list of agencies

operating in the ficld of purchasing in Frunce mnight be considered as
characteristic for the situation in the othor liestern Buropean
countricss

(1). The German Procurement Office in France was organized
in September 1942 by the nmilitary governor's office end the Reich
Ministry for ..rmwuents and liur Production teo coordinate and super=-
vise the activitics of the German purchasing missions.

(2). Tho Contral Urder agency, orgenized in 1940 as joint
agoncy of the military governor and the Wor Lconomy and «rmoment
Staff Paris, passed on all except the smaller contracts which Germen
agencios or firms placed with French nmanufacturers.

(3). The Liaison Office France ucted as information center
for Franco=-German business, subersééing the forrier Germen Chemboer of
Commerce in Paris,

(4). Purchasing offices under various names were set up in
France by the War Lccnomy and wrmement Staff France, later the
armement and Procurement Staff Francé‘(the Frénch representative of
the Speer llinistry), by the procurcnent division of the German ..rmy,
Havy and air Force, and by the procurement office of the Gorman

armed Forces. In addition, the military units and orgenizetions
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staticned in France opcrated thoir own procurciacnt scrvices, especially

thc Oberquartiermeister (Chicf Zuurtermaster) France under the

Oberquartiermeister 1’cst. Thc 85, the Order Police, the Urganization

-

Todt, the Reichsbahn, snd the Reichspost also had procurcment officcs

in France.

wnother ageney was the Zentra-Kraft Paris, the CGentral Ficld

Office for Supplying ifilitary ilotor Vehicles in Gceupied Torritories,
e. branch of the KTl

Some of thc ccononic czers operating under Hitler or under
the Dulegate for the Four Yeur Plan were represented in Fronce
through ficld offices doing procurcnent work: included were the General

and

Cormiissioners for lfotor Vihicles, for Cheauical Produotion,/?or Pro=-
ducticn of iachinery, and the Central Offices for Generators and for
Power. .idditional groups were the linin and hhrkiné Comnittees
which orgeanized the prnductipn.of weapons; the corporative organiza-

tions of German industrices intcrested in farming out contracts to

French firms; the Reichsstellen which controlled the distribution

of basiec materials in tiic Reuich. 4 liaison office was ulso estabe-
lished on behelf of the cverall organizetion of the Gernan cconowy.
Finally, meny German firns hud local representetives in Franco
operating on their bchalf as purchasing agents or controlling French
firms which manufacturcd the same product as the Gorman patron firm.

5. Exploitation of ..griculturc

Gorman nilitery units stationcd in Yiestern Duropcan countries
were supplivd fron local food stocks and production as far as was
considered expedicnt by tho occupution suthoritics. In addition,
rost countrics had to export focdstuffs to Gefnany in quantitics re-
quested by the Corimens, sometiliies in agrecnent with the notive
authoritics, somctimes by unilatcral order (Diktat). The degree to
which the Germens reduced the standard of living of the native

nopulstion depended on political and cconomic considerations and was

4

B —— S

1. "Busondere Anordnungen fur dic Versorgung," Supreme Commander Viest,
155 117, P"_Lris, 9 ?'Eﬁrch 19‘(:.'3.
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thius subject to chunges in the course of tho war,

as & first step, the military commander of a German army oc=
cupying & country issued o deccrcee by which all agricultureal prnducfs
ns well as cattle werce subject to requisitioning for Germen ﬂccoﬁnf;Ih
Considerable azounts of foodstuffs and cattle were immediately cx-
ported to Germany, or were confiscated for use by the occupying troops.
In the lator perioed, Ycrman demends were filled in a noro systenatic
wey with the help of nutive govermaent ogencies and farmer orguniza-
tions, .. food dclivery and rationing systeon was put in opcration,
and German .rmy units or nenbors purchascd foodstuffs and nceds in
accerdance with pernits issucd by ailitory aguncies.z German cuthori-
tics excreised in nost countrics a great anmount of control both in
the central agencies and on the local level, and never relinquishod
the right to interfere dircetly and to cover their nceds by
roquisitioning.3

In the office of the military governor or Reichskommissar, a

large section was engaged in organizing the cxploitation of agricul-
tural resources of the particulur country. The Reich Food Ministry
delegated to this section its cxperts who, beforc the invasion, had
studicd the feood position of the Wiestern Buropoan countries. The
scction worked out a plan for deliveries of agricultural products to
the Uerman .rmy and for cxports to Gerneny. The program was pre-
sented to the local authoritics cither directly or, in the casc of
Denmerk, through diplomatic channels. Rcquests for deliveriecs from
non=occupicd France were nrescnted through the rmistice Commission

in Vicsbaden. ..gricultural cxperts were slso attached to such regionel

l. B.g. Decrec of 20 iiny 1940, VBl-Belg., p.Rd.
2. VBl-France, Issuc 30, 20 ..pril 1941,

3. Eege Decrce of 27 May 1940 (Verordnungblatt of Military Governor
in France, Issue 2, published 10 July 1940).
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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, purchesing commissioné, or producers in their district.! T
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 dependont upon full delivery
of quotas, or outright confiscation.

The German officials developed & progran aiming at expansion of

agricultural production. In France, the Germen agricultural
leaders tried to organize the joint use of mechinery 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 were considered abandoned land and turned over for administra-

tion to the Reichsgesellschaft fir Landbewirtschaftung (originally

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

fice. This company had two million hectares under its management,
but only a small part was cultivated directly, - with the help of French

and BEastern 1abor.2

The greater part was turned over to French
farmers controlled by the company. Large-scale furms were set up to
nake the use of machinery economical.

The native agrigultural administration was as a rule expanded
and supplemented by compulsory farmer, distributor, and processor
organizations patterncd aftor the German Food Estate {Reichs=-
nahrstand)- Official programs specificd what crops were to be
sown, ascertained the average yield and prescribed delivery quotas

for cach farmer.  Regional end national marketing associations en-

dorsed with the power to organize and supervisc distribution and

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

9. TFrankfurter Zeitung, 15 Hay 1943.
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processing of foodstuffs operated in most countriecs. This control
organization was in some countries initiatced by the Germans, while
in others it emanated from the native authorities, but the basic
rcason was always the pressure of German demands and requisitions
which nccossitated the husbanding of uvailable reosources. German
requests for foodstuffs werc translated by the central authoritics
into regional delivery programs,and regional declivery quotas werc
set up for each commodity, including cattle for slaughtering. The
regional authorities established qu&tas for each farmor in their
district. In many cascs special supply contracts were dravm up be-
tween regional farmer organizations and the military procurement
agencies; for examplc, 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 wuy that individual suppliers
werc assigned to cach Germon procurcment agency. A similar proce-
dure was uscd with respect to deep sea and coastal fishing; special
permits were required for fishing vessols! and the German Army re-
cecived a quota of ouch catch, part of which was used by the local
garrison and the rest turned over to the army supply services.

The cxistence of over-all supply plens did not clways protect
the notive furmers from indiscriminetc requisitioning. At times
confiscation of food stocks by local commanders or even individusal
soldicrs reached such proportions thaet German supply programs viere
upset. Reserves had to be diverted to cover needs of Army units
which were supposed to be fed from stocks requisitioned by others,
and the Germens occasionally had to allocatc theilr own stocks to
feced the population. In Denmark, at one time, thc Commander of the
German Army threatened to court martial Army or Police units, or
members of such units,who purchased cattle without permission of
the Chief Quartermasters. The Danish ifinistry of Agriculture noti-

ficd all farmers of this decrec and advisced them to show the German

- ————— i —— - N

1. Decrcc of 1 December 1941 (VBl-France, Issue 50).
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text to Gurmen soldicrs who sought to violate it.
In order to cope with the difficult supply situation resulting

from Germen demands, native authorities established in all countries

& morec or less rigid food allocation system. German civilians rcsid-
ing in occupied countries, although subject to restrictions, rceccived
specinl rotions cquivalent to those distributed in the Reich and
higher tﬂan the rations of the local p0pu1;tion.

6. Exploitation of Industry

German control over industry in occupicd territories in the
Tlest manifiested itsclf in threc voys:
a. Distribution of raw materials was directed by the Germans.

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

c. Germon business acquired ownership and financial controls
over industrial cnterprises, and German commissioners were
appointcd to many other plants, ctec.

German control over raw material distribution,together with the con-
trol over labor supply, transportation facilities, and possibly
credit facilities, was instrumental in forcing the industry of o
country to devote most of its activities to working on German con-
traéts. In this manner the immediate objectives of Germean control
were achieved: the industrial population was kept at work (which
was desirable for political rsasons) and the production facilities
of the defeated nations were cxploited in favor of the German war
effort. Penetration of Gorman capital was rather a long rango ob-
jective. Although considerable progress was madeo, there is cvi-
dence that German authorities refrained from pushing ahead very far
in this direction, evidently bccousc they feared that such o
tqndency 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 compromise in various respects. In many cases they
secem to hove cxerciscd considerable restraint in regard to the ex-
tent’ of their rcquests for specific goods. It was obvious that the
production facilitics of T/estern Durope could be utilized by the
Germans only if the working population was more or lcsé pacified.
Conscquently, a minimum of supplies was made availuble for civilian
consumption end the upkoep of the plantsand other installations. Con-
trary to the systomatic cvacuation of plant and matcrials during the
last period of occupation, the Gormans, in the beginning, had no in-
tention of destroying industrics which they considered would be usce
ful for trade after the war, In o few cases they cven assisted
native industrialists in building new plants which fitted into tlaeir
scheme of planncd cconomy in contincntal Burope. The product of
these plants was, of coursc, largcly intended for German consumption
and German industriulists excrcised technical control and prepared
for futurc acquisitionof capital participation in the now plants.,

a., Control ovcr.tho Distribution of Rew laterials

(1). Control Agcncics

Stocks of raw materials of strategic importance, such
as non=forrous metals, oil, or diamonds, were at once confiscated by
the occupation armies or at least blocked. The stocks taken from
public property were declared war booty, whercas private owners re-
ceived compensation in the form of occupation moncy. To control the
distribution of speccial raw materiols, it wos docreedlthat these
meterials would be scquestrated b& the Germon authorities,and a
special license was required for their éalc, purchase, or processing.
This proccdurc was analogous to that applied in the Reich proper when-
_ever a category of matorials had been newly subjected to regimentation.
In Belgium, the scquestration decrec was published by the mili-

tary comuander only ten days after the start of the hostilities.?

1. E.g. Decroe of 27 liay 1940, VBl-France, issuc 2.
2. Liceree of 20 May 1940, VBl-Belg.,p. 23.
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V/ithin a few days the Germans set up special agencies to direct the
distribution of the secquestrated commodities. As soon as collabora-
tion of the native administration was sccurcd, however, the German
cermodity agenecics vrere replaced in most respects by native offices,
but for some materials the Gurmans kept dircet control in their own
hands. The Gurman Military Commender was tlso the only authority con-
titled to license thc closing down and cxpunsion of coxisting enter-

priscs or the foundation of new ones. 1t

The native offices in Belgium
werce subordinated to the Belgiun lHinister of Leconomics as well as to
the cconomié¢ division in the officc of the chief of military administra-

2

tion. The commodity offices worc organized by branches und territories.

In the Gorman administration o similar division by branches wus carried
through, in both tﬁc officc of tho militery governor and the offices

of the commanders of territoricl subdivisions. For exomple,thc cc-
onomic division of the military administration branch of the

Oberfcldkommandantur in Lille wus divided into a numbor of scections

dealing with spucific commoditics,corrcsponding to the scetions in
the military governor's olfice. The division covered, however, only
hosc industries of importance in the Lillc Region. Native offices
and German agencics werc often located in the same buildings.

The duplication of organization made it possible for the Germans
to dircet efficiently the distribution of industrial matoricls while
©1l routinc work was hendled by the native agencics. Duch coumodity
officc was assisted by advisors and counsclors, as well as by a
comnittee staffed by representatives of the corporntive trade associa=-
tions of industry, handicrafts, ctc. The commodity offices controlled
the consumption of raw matcrials and direeted the production and
distribution of industrial goods through the issuance of licenses
end the establishment of & system of priorities. These powers were

usced in accordence with the over=allplaens sct up by the German

———— . ————— — " ——— . — i —— . ————— - —

1. Vhl-Belg. 1942, n. 67,
2. Doerce of 5 sovember 1940 (VBl-Delg. llo. 21).
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authorities 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 lestern Burope differed from the Belgian set-up only

in & few formal respects. In the Netherlands, for example, distribu=-
tion of materials, handled at first by German agencies and later by
native govermment offices, as in Belgium, was eventually transferred
to the corperative industrial groups. The general principle of raw
material control throughout V/estern Durope was that native agencies
aid the routine work in accordance with German instructions, the
keymen being in close contact with officials of the military governor
or Reich Cormissioner,

The offices of the oczupation authorities, however, had not
the only say concerning the distribution of raw meterials. The
German iArmament Inspectorates, which controlled industrial produc-
tionn for the German account, and the Central Urder Offices, which
coordinated German purchasing in occupied territories, were closely
integrated with the economic sections of the German territorial
adninistration. Consequently, these two agencies had dircct iu-
fluencc upon the distribution of industrial materials. The numecr-
ous field offices of the organization of German industry, and the
military procurement ugencieé,also tried to assist their suppliers

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

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

of competition sxisted among the numerous German agencics controlling
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or interested in the distribution of raw materials. Ifative industriale-
ists often had the possibility of delaying the work on German orders

by meticulously following the complicated procedurc set up for

sceuring raw matorials and by playing off one agency against the

other.

The share of thc Armament Inspectorates and the subordinated
Armamcnt Commands and their field offices in the control of distribu-
tion of industrial meterials became greater in the course of
time, thus paralleling the increase of the powers of the Armament
Ministry in the Reich. For cxample, in order to assure an adequate
supply of coal for French industries working on German armoment and
war production orders, distribution of coal for industrial consump-
tion was recorganized in France in the fall of 1942. A decreoe issued
on 9 ‘Tovember 1942 stated specificeally thuat the reorgunization had
been decided in agreement with the Armament Inspectorate France,l
Sach plant wos allocuted u coal quote established jointly by the in-
terested industrial scctions of' the military governor's office and
the Armument Inspectorate.

The Armament Inspéctoratcs and their fiold offices allocated
scarce materials to German Army units (cege, leoather for repairs).z
They were delegnted to inspect industrial plants and dcalers!
stockpilecs to determine whother their excess metsal stocks had been
surrendercd.® Tor - this purpcsc, the armament Inspcctorates set up

Spccial Commzndos (Sonderkommandos) which operuted in the name of

the Feldkommondantur of the respeetive district.

(2). Integration of Distribution into Rcich Production Plans

Industrial raw matcrials were distributed in each

country in accordancc with plans drawvm up by the German agencics

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

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

3. Decrce of 1 august 1942 ("Besonderc iiirtschaftsanordnungen”
of filitary Governor in France, issuc 48).
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operating there (the occupetion authoritics and the armament Inspcc-

torates) and integreted into German production plans by the Reich
Ministry for srmemcents and Var Production and the other supreme Reich
agencies in control of roaw meterial distribution. Part of the raw
materials produced in an occupied country was rescrved for the German
wor progrow; the wnount, in theory, correspondced to the totul of
purchasing pcrmits which were issued by the German Central urder
Office to the firms working on German orders. These purchasing pernmits
were transformed by the native commodity control agencics into pur-
chasing vouchers valid in thc country. A German orgunization in
placing an order with an industrial cnterprisc in on oceupicd country
had cither to supply the ncecssary row materials dircetly or to sccure
for the manufacturer purchusing coupons from the Central Order Officce.
Official‘étutemcnts acknowledged thot the greater port of the matcrials
used in manufecturing for the German account was supplied from local
sourccs.t
Ravr material allocation in occupicd countrics was not only
dircected in accordance with the production plans which covercd Germany
and Gernan-cccupicd territory, but in reny cases the administrative
wmachinery was integrated formally into the R ich system of allocation
for the specific material. Iron and steel, for cxample, were distri-
buted in occupied countrics on the basis of iron certificates similar
to those issucd in the Rcich., German importers of stecl products
f;om occupiud countrics had to surrender an iron purchase right
(issucd in the Rpich) to the central order agency in the'eiporting
country. The suamc procedurc applied to dcalings in steel between
occupicd countrics. If manufacfurers in occupied countries nceded
German stecel to £ill German orders, the local order agency issued to
them an iron certificate which cnabled them to buy stecl from German
worksy 1if they nceded German steel for domustic consumption, the iron

certificate was issued by-the office of the nilitary governor or

1. War Economy Counsclor Beitzel in llationalzeitung, 13 April 1943.
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Reichskormissar which functioned as iron control agency. Thoe ieich

Cnmmissioncr for Iron and Stecel was represcnted through ficld officces
in 211 important ccnters of the steel industry, but thuse cutposts
did not participatc dircctly in tho control over stecl distribution.
An cxample of an industry in vhich distributien of raw matcrial was
handled by a German ageney directly. was the printing trade in Fronce.,
The propaganda division in the militury governor's officc in Franeo
sct up & special scection to supervisc I'rench literary production,

which umong other functions also distributed printing puaper.

o)

In imitation of German rugulctions, nitive authorities issued
numcro's rcstrictions on the usc of scarcc noterials and specifiied
the composition of 2lloys and other meterials used in production;
such speccifications were established by the netive industrinl organi-
zations in coopcration with the occupntion authorities and the inter-
csted Reich agencics.l

b. Industrial Production for thc Gorman account

(1) The Objectives of Subcontracting

—

After draining the oceupicd countrics of accumuluted
stocks of raw moterials and industrial products, tho Germans, f£rced
with the prospect of a prolonged war, began to utilizce local pro=
duction facilitics for their own account. They placed orders for
delivery of civilian and military goods, supplying production matcr-
ials nccessary for their orders but not locally availoble. Through
their control over raw materials and labor the occupation authorities
exerciscd & strong pressure on industrialists ond workeors to comply
with this program. The Germans bribed the native manufocturcrs by
means of special allocation of materials, food, and labor and thrent-

encd to dismantlc and confiscate unused machinery and to transfer

unemployecd labor into Germany. Sincc emple funds werc available out

1. B .5, for usc of mctal-alloys:
"Besondere Wirtschaftsanordnungen" of Military Governor in
= W
France, issue 486.
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of the occupation levies and on clearing accounts thoy werc able to Py
favorable prices for goods manuicctured under contracts for their
account.

The combination of pressurc and bribes, apart from genuinc col-
laboration of somc groups, was c¢ffcetive in inducing nearly all ia-
dustrialists to accept German orders. ilorcover, small produccrs oftcn
applied for German orders to keep their plants going. Resistonce, os
far as therc was any, took the fornm of slowdovms, delays, weste of
labor and materials, and similar actions. Such opposition reduccd
thce contribution of the industrics in occupiod territorics to the
German war cffort somewhat, but on the whole the German methods of
industricl exploitation proved rather successful.

The placing of German orders in occupicd countries was, however,
in contradiction to the policy of trausferring foreizn lubor to
Germany. According to some rcports a collision of interests developed
early in 1944 betwecen Albert Speer, the Gernan Hinistcr for armancnts
and Liar Production, and Fritz Sauckel, the vcerman Labor [linister, re-
garding the optimum use of French labor. Sauckel wanted to conscript
more workers for employment in the Reich, and lubor wes &lso roquired
for contruction work undertaken by the army, Novy, and the Urgrnizeation
Todt. Specer, on the other hand, had, townrd thc end of 1943, agreed
with Jean Eichelonne, the ['rench iiinister of Industrisl Production, on
a program of grecater employment of ¥Frenech labor in French facterics.

A substantially increased program of French manufacture, both of wer
material and for German civilian requirements, was sct up. Tactories
working for cither the German account or general maintenance, «lthough
not on armements, were piven a privilepged stutus with reogard to lsbor
and supplies of raw materisls, fuel, and power, and their stafis werc
entitled to preferences in the matter of food and clothing. During the
early months of 1944 this classificetion ﬁus cxtended to the large
powcr stations and gas works, coal, iron ore, and bauxite mines. In

this way, & wholc scctor of French economy echicved a privileged status
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and German labor recruiting was hampcred.

According to Germen propaganda, the "shifting of orders" into
occupicd countries had two objectives: (a). to improve the social
condition of the conquered people by giving then employmen%, without
burden to the conqueror; (b). to oxpand the production facilities
evailable for the German war cffort. It was claimed by the Germans
that they supplied raw materials and & markct for thc production of
the industries in occupied countriecs, and that they rcscued thcéc
countrics from thc cconomic noruss into which the disruption of over-
scas trade due to British blockade hed foreccd them. It vias, hewcver,
often admitted that the occupied territories were in this woy oxploited,‘
ond the Germuns tried to justify their action by rcference to the con=-
munity of intercsts of the Europcan naticns fighting bolshevism and
similar slogans, and to the right of the Gernan nation to cmploy all
juropean resources in this struggle.

‘hile it was truc that German orders provided employment for
plants &nd workers,thc result of the schune was cxploitation of the
occupied countrics and allevintion of the war burden upon the German
ﬁoople. The argument that the Germans supplicd raw naterials necos-
sary for the product ordered by thom was velid only in a very rostric-
ted woy. First, the Germans did not supply all matcrials. Sccond,
they drained the occupicd countrics of the materials produced at home,
wihicih more thun offset the importation of German materials. Third,
they deprived the occupied countrics of materisnls which they could
have acquired in exchange for cxport goods sold to third partics,
inasmuch as cxport procecds werce partly uscd for the Goerman cceount
and the countries were ofte; prevented from cxpanding or kecping up
their exports into countrics other than Gernany. Finally, the oc-
cupied countrics had to becar the full burden of financing thc cost of
German orders in the form of occupation costs and advances on clearing

accounts.
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\A). Jhp Ceutvel Srdoy YILYoes
Shortly aftcer occupaticn of the Vestern Duropenn

countrics, the Suprenme Comaand of the Aruned Forces und the l.ich
Ministry for armuncnts and Var Production issucd ordoers to assurc the
systematic and full use of industrial facilities und raw matcericls in
thuse teriitories in order to rclicve the burden upen German ermamont
production and thus increase the Gorunen war potentinl, This progrum
consisted mainly in the plucing of govermacnt contructs with industrial
firms. A+ the sume time Gornan busincss agents were cncouraged to visit
manufacturers in occupiod torritorics and place orders with thon. Fairs

wore organized to bring German and foreign industrialists togother nd

to propagate the use of German ersatz materials by foreign manufncturcrs.

-

bt ]

To prevent rmutual conpetition of Gornan agencies and to give

private firms in the Reich a better opportunity to participate in the

scheme for shifting of ordors to occupiced licstern countries, Central

Order Offices (Zentralaultragstcllen, abbrov. ZAST) were sct up in France,

.

Beigium,and the etherlands by a deerce signed by Ggring as Deluogute for
thé Four Ycear Plan of 26 August 940.1 Txccutive orders under this
deerce were issued by the Office for Var Economy and firmancnts in the
Suprumc Command of the wsrmed Forcos and by the Ministry for Ecoaonics.
The functions of these two sgencics were lator lurgely taken over by the
liinistry for armements and ‘jor Production,which then exereised suproac
contrel over the Centrel Order Offices,

The Central Order Uffices werc orgunizoed in the following way:

In the Netherlands, the Central urder Office was atbached

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

- ——— . e

under the orders of the Commissioncr Generel for Finance and Ecounciiics
and of the chicf of the armmament Inspectorate.
In Frence, the Contral Urder Office was organized in a

similar way, coxcept that the Var Iconomy and armonont Staff tocl: the

——— - —— e ve s o e mim e  m— ——

1. Yommenbter zur Reichsvertceidigung, part IV, chapter:
TRUZ LT STOT LageTung T (Sorlin, 1942).
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place of the warmament Inspeetorate.

In Horwey, the functions of & Central Order Ufficc were

tokcn over by the Reichskommissar's office; in Serbia, by the Goneral

Cormissioncr for Leonomy; in Demnarls, by the lur Deconomy Staff.

The nmeneger of a Centrul Urder Office was apnointed by the Sffice
for iur Dconory and arnanents of the Supruac Comnand of the .armod
Torees; the viee nmanager vas uppdintud by the ilinistry for Lconomies.
The offices were staffed by persomncl delegated by the ceononice divi-
sion of the chicf of the eivil or nilitary cdninistration wund the
arnonent Inspectorute. The Central urder uffices did not hive o large
stafl but usud the services of the o superior agoncics as woll s of
the corperative organizetions of industry in their territory; in cddi-
tion, industrial experts were delegoted by Geruan firas to assist the
Uffices. ‘

The task of the Central Order Cffices was defined as conrdinatien
of the purchasing activifics undertaken in the Western occupied terri-
tories by German Govermaent agencies, including nilitary procurcment
offices and private fims. Informetion as to the control methods
applicd by the Order Offices was passed by the Germén' High Command
(economic branch) to the German Army units and orgenizations; by a-
Joint letter of the High Command and the iiinister of Economics to the

Reich linisters and supreme Reich agencies interested in trensfer of

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

German business firms,l

1

s "order" was considered any contract for the preduction of semi-

asnufactured or finished goods, or for the purchtsc of any nerchondisc,

VA

German agencies and firms werc obliged to report to the Central Order
Uffice all projected contracts the value of which exccded 5000 Rii,

—— e E———— - . W . B A W i & ol — W S ——— P oy
e — s

1. Deerce and lettar of 7 Movember 1941 (Mlosondere T irtschaltsunorde
nangen® of {1ilitary Governor in France, Issuc io. 36).
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For orders placed without notificction to the Gffice, no row moterisls,
labor, fucl, cte., werc to be «lloouted Ly the respective control
wgeneies, cither German nor native. Each urder Officce kept a record of
the tochni.al facilitics in its territory and licensed projccts con-
sidcred practicuble. urders for the supply of the srmed Forces were,
of course, given prefurence.

In addition to se¢curing a license from tne Centrel urder vifice,
it vios also nccessary in some producpion lincs to request a perait for

subcontructing from the rcespective Heichsstellen., Lrmy orders for

—— —

textile goods were subcontroacted only with the permission of the lray
procurencnt agency and of a sale crgonizotion of the Gormwn textile
industry. The Central Urdoer Uffice assisted the subcontractors in
cocuring the reaw noterials nveded for production. For naterials which
he did not supply from the Reich, the Gernmnn contractor had to sur-
rcader his purchase certifieates to the urder uffice. Prices wore not
controlled by the Centrul Order Uffices but werc subjoet to the rogula-
tions issucd by the locel cuthoritics for the subcontroctor, and by
the Reich Lormissioner for the Germen importer. Goods manufactured
in cccupicd territorics for the Gorman wccount were declured free of
duty on importation, and & simplified procedurce wos sct up for
licensing the cexportation of raw matcrials and semimanufactured rocds
or couponent parts noveded in such production,

The Central Order Offices were a powerful tool in the exploita-
tion of occupied territorics. Thilc they had no contrael povers
over lecal industry, their clesc coordination ﬁith the occupation
authoritics enabled then te influcnce labor supply.und rew naterial
distribution in a specific trade and to placc pressurc upon none
cooperating firms, By mcans of the Central urder Offices the Ruieh
agencics controlling production (that is,the Hinistry for armanmonts
aﬁd Var Production) collaboruated through.the arnaaent Inspoctorates

dircctly with the occupation authoritiecs,and the industrial policics

——— —— ————— L —— T —— . —— . . s ——

1, Frankfurter Zeitung, 13 ey 1941,
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of thesc two agencics were coordinated on the local level.
(8). Zochniquo of Purchasing
In the beginning, Germen firms were eovidently not

too anxious to farmi out govermicnt contracts to ocecupicd territorics
because they foarcd increased competition. Vhen it was decided to
expand armeacnt production in the Reich and releasc of workers fron
other branches of industry beceanic neeessary, the Gernan outhoritics
tricd to induce German firms to trensfer orders for non-arnancnt
zoods into occupicd territorics. The firns werce promiscd that the
orders farmed out would still bo censidored their own contricts and that
ater on they would have the possibility of resuning producticn in
their owm plants. It was alse arranged that they would be given an
opportunity to acquire participations in the lustern Buropoun firnms
which took over their contracts; this dovice was part of the progron
aining at penetration of foroign industrics by Gurman capital,a
progran.which officially was ctllcd "interleacing of capital"

(Kﬂpitalvcrflcchtung}.l

m

The Central Order Officcs cxaniined on their owvn the possibilities
of placing orders with firns in their territory which vould nenufr.c-
turc products neccded in Gerauny, using materials supplicd fron

Gernany but rcquiring o ninimua of additicnal nachinery. then tho
transfer of orders for specific products was found possible, Hhe
German producers in the sameo line werce advised by their trade
organization that the govermment planncd to have them discontinue
their production and thcey were authorized to shift their contructs

into occupicd territories with the help of the Coentral Urder Officcs

;
in case of non-compliance with this suggestion, revceation of' the
respective raw material quotﬁ was threatened. In such casg, the

quota would be transferred to a wholescle firm which would be

1. Dcerecs on transfer of orders (lommentar fur Reichsvertcoi-

digung, Part IV).
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authorized to place a nanufacturing contract in occupicd teorritory.

The result would be permement less of business by the non-complying
firnm.

German firms entered into negotiations with forcign producers
either dircetly, or requested assistance in finding & suitablo
partner {rom their industrial organization, their local ..rmament
Inspectorates, or from the swrmament Inspectorate in the occupiecd
territory. s nuweber of German organizations and officcs coopcritad
and often competed in plecing orders ameng industriel firas end in
purchasing matcriuls and goods in occupied countries in the Test.
In the first place, the procurcment divisions of the Gernan .Lrmed
Forces and their various branches and attached orgenizations (uT)
operated dircctly or through agencics sct up with the nelp of the
big German firms which specialized in manufacturing cortain arna-
uent goods. Sccond, the main cormittecs end working committcoes

.

. o - B | R
rcesponsible for armament production,as woll as the Zustungskonter

of the Ppeer Hinistry,had represcntatives in the ocoupicd countrics,
wio organized the subcontracting for the accounts of armancnt

produccrs, Third, somc of the Rouichsstecllen which reguletus dis-

trivution of goeds in the Reich set up purchasing officos for their
specific needs, Fourth, asny group crgenizations of Gernan industry
sent agents to occupicd countrics to ossist their member firas in
plecing preduction orders therc, TFinully, the lcading Germon in-
dustrial firms set up brench offices of their owm.

Those various agents sometimes coordinated their cfi'orts and sct
up joint orgenizations for the transfer of orders (Eﬁfiﬂﬁiﬁﬂﬂﬁfl

gemeinschaften), but in many ctscs they conpeted amony theusclves

-

for specific deliveries. To prevent competition of Germaen busincess
firms for menufactured goods on the Fronmch market, the livich
Hinistry for Beonomics rostricted the numboer of forcipgn trading

firms authorized to purchasc such goods in France and ordered then
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to form a purchasing ring so that their cetivitics weuld be bettor

coordinated and covtrollcd.l

This restrietion did not aprly to
public procurcment. There arc detailed reports describing how
German militery agencies searching the occupied countrics for

criain badly neceded materials operated on the black narket and con
peted therce with other German agents. In & specific casc purchasos
of rarc nmaterials were made by a spocial delegate of the Zermen air
Jlinistry and the nccessary funds for the illegal operations werc
supplicd by the Commanders of air Percc units stationed in Franco,
who for that purpose squeczed two billion francs out of their sharc
in the occupation costs paid by the French Government.

(4). Role of Cerman and iotive Pirms.

The dircet participation of Gernan big business
in the cxploitution of the VWestern countrics probably reached pro-
nortions just as high as in the Zast., Gernan firms delcgated one-
gincers end other specialists to assist the Geriwn agonecics in
organizing production for the Uerman account. Representative of
the big industrial firms inspceted the plants of the corresponding
industrics in occupiced couatries and subnitted proposals to the
Germon aray and other sovermment agencies as to the best vy of
utilizing theso production facilitics. Some firms csteblished
special burcaus in Paris or other centers which orgenized the pro-
duction of parts and accessories for amanent articles manufacturecd
by German plants. Such burcaus operated under the .rmy procurcnent
scrvices and pleced for their account ordors i1rith native nanufecturars
and supcrvised the exccution. They worc responsible for the adequate
supply of the means of production to the plants, delegated Gernan
engincers to the production centers as technieal advisors, and
nrovided plans, drawings, and operationnal scherics to the nanufoc-

rat

turcrs. Tho preduction prograns of the Gorman firms were integrated

— - —— -

1. VOlkischer Beobachtom 4 danuary 1944.
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with those of the foreign subcontractors and both workcd closcly to-
gether., German firms, called cither patron firas (Eifﬁﬁiéfffﬁg or

naneging firms (E?itfirqga) often took dircct control of the loreign
plants. For financial participation, sec chapter c-3.

In certain branches of industrial production Uerman firns acting
on bchalf of the govermnent took over control of all native facterics.
For cxemplyu, the Vereinigte Deutsche ilotallwerke (VDif) controlled the
entire French airplane propeller preduction. In 1940 the Gcrnans
requisitioncd French factorics, uscd them for repairs and lator for
now production. The VDI set up an office in Paris to opcratc thosc
plants. On the govermacntal side, therc wore two German aguncics
dircectly invelved: a Special Committeo of the iHain Committec for
wcro Bngines dirccted new preduction; the .ir Foree Repair Office
(ngfigygamt) dirccted the repair scrvice. These wgencivs often
clashcd over the preblem of using cvailable capacity.

although subcontructing for the Uernan account was in principlc
to take place in occupied territory only, Yermen purchasing was ox=
tonded in 1941 into the unoccupied Fronch Zono.l Some French firms
in the non-occupied part of Frunce even received pernits from the
Vichy sovermment to manufecturc there war naterial for the Gernan
Jrﬁy.l Such orders werc slveys placed by German fimms, not povern-
nontal agencics., Subcontracting of Germen orders vwas o source of
cusy profits for many people. Colleborstionist firias often handlcd
an anount of business nuech in excess of what ws in linc with their
ovm fincnecinl facilitios. They received big advance pajmoents froa
the Gernnn agenecics for whon they worked es purchasing agents,

In addition to working on Yornen contracts some Fronch firms,
according to relieble evidence, cerried out rescerch work for the
German armament industry, espuciclly in the ficld of sircraft

production.

- — - ——

1. Pariser Zeitung, 3 Uctober 1941,
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The following cxamples basced on reliable reperts illustrate the
oxploitation of a fow industrics in “rance and Belgium, und the part
played by German business firms and organizaetions. Thesc reports can
be accepted as characteristic for the situstion in Western duropeean
industrics under German domination.

(a). & lerge Belgien plent monufncturing staple fiber
out of wood pulp was erccted and put into operation by Franco-Belgian
industriclists after the occupation of the country. The workers cm=-
ployed therc were relieved by the German authorities from the in-
dustrinl conscription. The Goerman Zellwolle und Kunstseide Ring
(synthetic wool and rayon conbinoj advanced large credits to the
Belpinn firn, but did not acquire o participetion in its capitel be-
causc in this cvent unrest suons worlers would hove resulted. The
Germoan group, however, supplicd nost of the nachincry as well as all
the wood pulp used in the manufacturing proccss, enllected royalties for
petents, end bought the product of the plant, all at prices highly
advantrgeous to the German business firms participating. Tho business
volu1c of the plunt was regul:ted by orders of the centrel textile
office in Brussels; the staple fiber produced was woven into cloth
by Belgian cotton plants, and the cloth for the largest part teken
over by the Uermans. (The Zellwollc und Kunstseide Ring was formed
by twelve firms of the German artifical fiber and rayon industry to
act as a trust for the furtherence of mutual interests, particularly
the acquisition of control of the French and Bcelgian synthotic wool
and rayon industries. It was dominated by the Phrix group,noted for

its Vazi affiliation.)l

._
B

(b). The Fronch conl tar industry was organizod into
the Comptoir Fr&ngnis de 1l'azote. wurders for coal tar preducts, cs-
pceially for the war-inpn?tant toluel, were forwarded to the French
cartcl by officials of thg cconnic branches of the occupation au-

thoritics, as well as by delegates of the organizetion of the Germsn

mineral oil industry. «n agreemont between the two partics speeified

- - ——— i i i s -
R —— —

1. uUSS CID Ho. 106904,
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how nuch the Gormans should get ¢f cach article produced in Prancc.
Gormuny supplicd in exchange othur articles ol the same class of
merchundise. The goods ecquirced by the uernmens were delivered purtly
to the wrmed Forces, purtly to the Fronch rood adninistrotion, and
partly te French fdctorius vorking for the Ucrnon account; the balance
wae shipped to the Germun cnrtel of tar menufacturers,which hed a
monopoly over the distribution of such goods in the Heich. !

(¢). +rench alechol was delivered into the Reich and for
the Gorman account to Belgian ploants for the nanufocturc of powder,
chonicnl products, liquors, and fortifiod wines. The purchascr was
the ieich ..leohol llonopoly adninistrition; its represcntutive in
Paris nade agreements with the french alcohol adninistratinn according

the
to which part of/French deliveries wus compensated for by Yorman

i

deliverics of pguscline and suger. The sugar was not, however, supplied
from Germon stécks but the Gcrnans pernitted suger manufacturcd in
Horthern France to be shipped for conswaption in the cther Froench
territory.

(a), French surplics of wine and spirits for use of
the Germen -srmy and for export to the keich werc principally limited
to quantities determined by the Gernman authorities and requested of
the French Food +«dministrator. «ws o rule it was possible for the

French authoritices to climinate independent purchescs by German

military officials or privete trade.

c. Dircct Control of Industrial Entorpriscs

In addition to assuning control over the adninistrative
nachinery directing nctive industry, the Yermans cxercised dircct
infiucncc on the more important enterprises. Uerman agencics acted
@8 sponsors, Yermoin commissioners werce appointed to menage or supcer-
visc certein catorprises, and Germen business firms ecquired pertici-

nations or entcred into working ag

reonents with native firms.

— - R —— I

1. uS8S CID HWo, 106910.
2. 0SS CID No. 106909,
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(1). Sponsorship of Industrial -nterpriscs

Similar to the prectice in the Reich, the Gernmans
cetublishud in licstern Burope o systea of sponsorship for cach important
industrisl cntoerprisc. This wes called "Botrouung,' and its objoctive
was'first to sccurc thut the preduction facilitics were kept in-good
condition, wnd scecond, to supervisc nanufacturing for Gernmun account.

the
The sponsorship of plants (3etricbsbetreuung) wug/duty of the Fuld-

romncndanturen, as far as produccrs of raw materials and public utili-

tics wers concerned, and of the “rnanent Cormands in regard to
processing industrics. The cnterprises sponsorud werce sclected by thesc
agencics and then declurcd as protocted (V-plants in the first group,
wiich stends for Versorgungsbotricbo (utilitics), and U=-Plants in the

sceond group, stinding for ‘jechrwirtschuftsbetricbe or war production

plants). The sponsorship of Geraen orders (suftragsbetrcuung) was in

the hands of the ssrmanent Cormends, which had to ask the Felckormend=-

e

anturcn for assistancce and issuc of the ncecssary dircctives if the

German contract which they supervised imvolved the production of raw

noterinls in o V-plunt.l s for potronizing by indivicduals

Gernen firns scc E.6.b. (4).

(2). German Trustees and Cormissioners

o ——— i — i — ——

i favorite German method of gaining control over
inportant industrial end busincss onterprises wis to appoint cormise
sioncrs who would adninister the property as trustees. .Lfter in-

" : 1 . . it "
veding e country, the Gernmans issucd a docree (bcschuftsfuhrungs_

verordnung) ordering the nanogers of all cnterpriscs in occupicd
Bdhidobtalbomot -
torritory to keep the plants in opcrution.l The military communders

or their appointed delcgates were authorized to appoint trustec

edainistretors (komnissarische Verwalter) for cnterprises without

proper mensgement and in instances in which the regular menagoacnt

l. L.g., deorce of 20 Hay 1940, VBl-France, Issuc llo. 1.
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vias, for any rcason, not conmsidered clipgible. This formule covercd the
appointment of commissioners for enterpriscs whese manafgers or owners
verc obsent, Jewish, of ..llicd nationality, or blacklisted because
they worce considered inimical to the ilazis. Special dclegutes werc
nlso appointed to control factories which the Gernans declarcd of
iaportance to their war cffort. In the Hetherlands, the German au-
thorities assumed the right to appoint onc or several directors teo

the board of such firms. These German appointees were responsible to
the Germen arnement commission. «wpplicants for comnmissionor's jobs
wore usutlly pussed on by the Germuan Chanber of Cormerce in the respec-
tive country; sclections were made fron Germans residing in the
particular country, natives with Hezi affilistions (espccially in
fhc'Nethorl&nds); or experts delegated fron the Reich. Their duties
often consisted only in a gencral supervision of the enterprise,
espoeeially in matters of personnel and of business rclations with
Gernan agencics and firms; they were respensible for the cxccubion

of orders and inecrcasc of production. In other words, they acted as
witchdogs to assurc complimncee of the native management with German
instructions but as a rulc did nct assune the résponsibility ol manage=-
nent. However, German mencgerinl and technical persomnel, apart from
kecping clesc control of the important industrial firms in occupicd
countrics, acquired in this wey detailed knowledge of their busincss
end trade stcrets, organization pluns, production schencs, ete.

(3). wcononic Fenctretion by German Firns

—— — o — e — T —————

In the territerics either unncxed by the Reich or preparced for
anncxution, cspeeially in .lsace, Lorreine, and Luxenbourg, ncarly
all industrial plants of iuaportance were token over by German business
firas by purchase and nmcrger or, ot least, for tgnporary control and
opcration pending later acquisition. In order to have a legal iastru-
nent for assuning control, the Germon asuthoritics pluccd property of
Frencluten, Jews, and ..llied nationals in ..lsace=Lorraine under

Gersan trusteeship, with the cxplanation that they were "encnies of
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the Gurnen peoples” Commissioners were appointed by the chicf of the
civilian adninistracion scting as "seneral trustce for enery propertys"!

The steel works of the “fosclle district, which with the exception
of theIDo wendel plants had originully beer set up by Scrmen capital,
viere from 1940 until approximatcly 1943 opcereted by Germen combines for
their own acoount.? Later they were rcorganizcd.as Germen corporotions
and tﬁo shares toakon in custody by the German combines and trustces.
The plants were operated by German neotullurgical firms, principally
the Fliek, Klgckncr, Gﬁring, and Rgchling conbincs, which assuicd
financinl responsibility end rcetained all profits with the ultinate
einm of conpletely ncquiring the worls at the end of the war.,

Gernen industrial firms took over many of the engineering works
locoted in the ifaginot Line and cvacuated by order of the French
Govermment after the outbreck of the var «  Thoy installed thoir own
plants, sctting up cither large ropair shops (¢egs Junkers) or
conplete fuctorics (Bosch). Later on, bombed-out plants from the
Reich wore evacuated into the smnexed territories, especiully into
the idle textile fuctorics of Alsace.

The potash industry in ..lsace, which had been o French stcto
nonopoly, was taken over by & subsidiary of Preussag, the Prussian
nining combine. lieny of the smaller privately ovmed enterpriscs
were "Gornanized" by way of nergers and sgreements betweon the 1c -1
owvnicrs and Gernan fims.

In the Belgian end Fronch territories, occupicd but neither
annoxed nor prepured for amncxation, transfer of ovmership into
German hands was rather the cxeeption. . nunber of German firms sot
up brenches in Franec, Belgium, and other occupicd countrics, and
vere subjeet to special regulations; for oxwaple, they were oxenpt

from forcign texation (epart fron taxes levied at the sourco).3

1. Dedcensec Rundscheu, 27 Deccaber 1944,
2. Tcucs wicner tagnlatt, 25 Moy 1941,
3., “lluoutsche virtschaitszeitung, 18 January 1943,
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There is littxc cvidence availeble which would indicate that German
business acquircd significant capital intercst in industrial firms
in thesc countrics. This conclusion docs not rulc out the possibility
of peunutration by undisclosed purchascs of sharcs or participations,
but it is certain that Germawy refreined frow en agressive penetration
pelicy, bcecause retention of native controls bribed or foreed into
collaboration securcd better results than could be otherwisce cxpected.
The actual policy was thus in contradiction with a decrce issued by
Ggring in lS@Olin vhich he ordercd that German firms passing sub-
contracts to nenufacturers in occupied territories in the Tiest should
be given the opportunity of ccquiring interest in the plants which
took over their orders.

In Francc and Belgiun, German business penetration took the form

the

of asscciation in/fora of cooperation agrecments, ete., rather than of
share purchesc, coding firns of the Belpian and Irench stecl in-
dustry, with large interest in the Luxembourg steel industry, cse-
tablished working agrecenents with Gormen stoel nakers. The out-
standing cxuipls of German penetration by shﬁro purchasc in France
arc providced by the dycstuff and rayon combincs,bestablishod during
occupation. In both cascs German combines gave the French firms the
pronisc of tochnicul collaboration, which in these particular indus-
tries would be considered very valuable and would have justified,
cven in peace<tine, the transfer of shares to the Germans. The
IG Farben acquircd in exchange for its owm stock a controlling interest
in the Francolor, cstablished in 1941 to concentrate the French dyestuff
industry. This pcnetration was to somc extent the outcone of the
fornmcr collaboration between the French and German industrics in
the form of en international dycstuff cartol to which the British also
edhored. The terms of the troamsccetion wiere specificd by an agrecment

botween the French and the Germon Govermnents. The Zellwolle und

1. Deccrce of 7 Gctobor 1940 on tronsfer of ordes (:pftragsvorlagcrung)
quoted in Komnentar zur ‘frtschaftsgesctzgobung, loc. cite
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Kunstseide Ring acquired o minority participation in France Rayonne,
vhich was formed to exploit in France patents (mostly of German orgin)
covering the manufacture of synthetic fibers.

In Belgiun Yerman industrial control,both through supervision
and working agrecments, went much farther than in France,but it stoﬁped
short, ncvertheless, of large-scale participation by 'way of share
ownership. :mong the few exccptions thut may be cited was the in-
creased participation of IG Farben in Solvay & Cie, the Belgian
chenical trust, with vhich the Germens had alweys had the closest as-
sociaticn,covering a wide range of chomicals. In fhe raycn industry
the German Zellwolle und Kunstscide Ring promoted the cstablishment
of a big, new fibor plant; although the Gernan combine cntered into
close associution with the Belgian firm no stock was acquirod.l

the

German penctration i/ form of participation of capital in
native firns rcachcé a highor degrce in the Netherlands than in the
other occupied countrics., The nbolition = of exchange barriers be-
twoen Gernmany and tho detherlands favored the acquisition of Dutech
sharcs by Ucraman investors. In various instances Dutch firms wore
forced to increase their copital stock and te scll the new shares
to Gernan groups. In this way the German steel trust acquired control
cf thc steelworks at Ijnuiden, and the Vereinigte Glanzstoffierke

secured control of the KU ecombinc.

(4). German-dominated Cartels

International cartel agreements had been a favorite
instruncnt of Gernan busincss penotration into foreipn countries be-
fore the war. “hen the major industrial countries of licstern Eurépe
canc under German political and economic control as a consequence of
the occupation, German business becane very active in confirming
end rcesteblishing old cartel agrecnents and sctting up new ones.
one of thc German business leaders advocated universal Buropean
cartels as instrunents of government control of business, which

would deecide on the lecation of industrial plants, distribution of

1. See D,8,b, (4). RESTRICTED
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orders, prices of products, ctce In view of the dominating position
of German industry such cartsls would have been a valuable instrument
for extending German control- over foreign industrics even after with-
drawal of German troops.

4t one time there were indications of a German schemc to link
the Luropean rubber industry, into onc associution for the purposes of
technical development, standardization of products, and rew material
control. The Fachgruppe Koutschukindustrie, official association of
the German rubber industry irivited the representatives of the German,
austrian, French, and Italian rubber industrics to meet in Heidelberg
in «pril 1943. In the mecting much controversy developed as to the
objectives of the planncd asscciation. The UGermans and Italians
wished to limit it to standardization and technical problems, while
the French woanted to include questions of raw materials. It was
decided that the association should have threc objeetsy first, to
study thc technical and commcrecial problems cennccted with the
nonufacture and utilization of finished rubber products; sccond, to
work out plans for rational utilization of natural rubber and of
Europeqn-mude synthetic rubbcr, and for standardization of raw
materials and finished products; third, to recommend certain plans
which would bec put into <ffect in agreenent with the govermments
concerned. After obtaining the agreement of the interested govern-
ments the newly created /issocintion for Cooperation in the Field
of Rubber, which included rcpresentatives of both industry and the
administrative services, met agein. Yerman représentativcs were
elected to the posts of president, chairman, and secretary to al-
ternate after two years with the other nations. Four cormitteces
were sct up to study the major problems,but no further results were
achieved and no loter meetings took place,

another German scheme involving the duropean automobile industry
also cane into opcration for a timc. Colonel Thocnissen, lcading man

in the officc of the Genecral Inspector for liotor Vchicles, joined with
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the lcaders of the European automobilc industry to work out a policy
acceptable to all countries. He employed a representative in Paris
~ who acted as go-between for the cccupation authoritics and the native
. industry and tricd to cstablish good will and further cooperation.

In 1941, the leading nutomobilc menufacturers of France, Italy,and
Germany obtained pernission to set up a civilian agency for coore
dination of the European automobilc trade and tronsportation called
"Preparatory Committee for Cooperation of the European Automobile
tndustry,® The committee studied standarization of parts, unification
of traffic laws, sales cnd service monagement. In the spring of 1943,
however, the committec was 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 territorics. 11 Gernan occupation authorities,
however, unifornly followed a‘policy of indirect price control aining
at price stabilization, which indicated that the general principles
had been sct up by the central Reich authoritics.

In nost ¥Westorn Buropean countries German nilitary authorities,
shortly aftcr occupation of the territory, decreed a generel price
freoze both for local transnctions and for sales to the Germans.,

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

so strict thet price decrces could be published only with approval of

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

offices. These branchcs were well staffed and consistced of numerous

scetions cngaged in supcrvising local authoritics and assisting then
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in the orgunization of the control machinery, advising them as to mcthods
of pricce fixing, industrial cost accounting, and other matters reluated
to price reguletion, and at times interfering direcctly.

The native organization of price control varied from country to
country. . special control administration woas set up in Denmark and
lorway; in Belgium controls were in the hands of the ministries which
supcrvised the various branches of national econony; in the Hether-
lands and in France, there was a suprome price authority which dirccted
the activitics of the ministries and of the subordinated corporative
organizations engaged in price control activities. The methods applied
by these cgencics werc similar to those used in Germany, consisting of
gencral price and wage frecze, registration and official control of
prices of goods and services, cuthorizetion of pricec increascs if war-
ranted by higher costs, and public prnsccution.of black market oper-

ators.

Prices for goods oxported to Germony were subjoct to the sone
rulings as domcstic sules. If o price higher than that prevailing in
1940 had been authorized by the notive adninistration with consent of
the Germans, it wos valid notwithstending the price freeze order of
the nilitary cormander, vhich was still considcred to be in force. The
Gernon importers, on the other hand, were obliged to conply with the
pricc recgulations covering sales inside the Reich; tTo bring prices of
goods iﬁportod from occupicd VYVestern territories to the level of domes-

tic products the Reichsstellen (agencies controlling distribution of

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

48 inflution developed in Vestern Durope, there was a strong
pressurc on prices of products moenufactured for the Gormen account.
In llay 1944 the Gorman authoritics issued spceial price regulations
for contracts placed with munufacturcrs in Belgium and France. The

Gernman buyers were requested to observe price regulations and to

ROSTRICTED



-111 - RESTRICTED

abstain.from offering excessive-or black market prices
even in case of urgent need. If native manufacturers
refused to take the order at official pHrices, the German
ouyers were to ask the price control service of the
occupation authority to intervene, in any case, however,
the Central Order Offices checked on the prices before
authorizing a contract. The German agencies subjected
the production cost accounts of the contracting firms
to close scrutiny, using German cost accountihg procedures
and experiences. bUnjustified prices were rcduced and
manufacturers wno refused to sign contracts at prices
congidered adequate by the Germans were forced to do so.

From_tne 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 general price inrlation would have increascd
tne cost of merchandise purchased oy them, and, eventually,
destroyed the value of the money which they received

the

on account of occupation cosis and in/rorm of advanccs
from thollocal banks of issuc; 1t would have disrupted
the economic life of the occupled countrics and reduced
their production volume to the detriment of the cxploiting
Reich., It also would have caused serious social troubles
and thus increascd the poliftical difficulties encountorcd
oy the Germans. |

Zxpansion of currency clrculafion and deposits
wag, nowever, a necessary result of German exploitation.
The rcduccd volume of goods avallablc for domeostic
consumption and the liberal use of native moncy by the
Germans in payment for goods and services requested
cavscd a strong upward pressure on the price level,
Gcrman agencies purchased évailablo goods and placed
production ordcrs with natlve industrics at prices
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profitable for rarmers and manufacturers and cven favorcd
woge incrcase for workers employed for the German account,

In this way German cxploitation procccded pmore smoothly than
1f price and wage controls had becn applied rigidly.

German egents even participated actively in the black

marke trying to buy goods and materials which the Reich
nceded for war production. The extent of thesc activitiles

was rceflected by the establishment in 1942 )by the military

governor of France, of a SupervisoryOffice (%berwacnungsstalle)
to ¢nforcc compliance of German ageﬁcios and
individuals with price régulations and controls of
distribution of goods. l/ The German agencles operating
in France werce osked to obuy rders prdhibiting
participation in black market transactions issued by the
velegate Tor the Four Year Plan, the Army and SS
autﬂdrities, and the supreme Relch authoritics. This
dcercee provcs that German practicas countoracted official
policics and made them pertly unenforccable., At the same
tinmc, notive autnoritics did not wholcheartedly apply price
cointrols cnacted upon German request,and public co-operation:
was also lacking. Black markct operations werc considercd
a good mcans of sabotaging German economic policlcs,., As

1% of these various forces and elements, price
coilitrols were not cnforced in any occupied country in
thc weatl with the sone effceetiveness as in the Reieh;
official pricus, consecquently, steadlly rose and illicit
operations became frequent.

In March 1944, the rising price tendency in Francc
and othoer occupled countrics thrcatened to become 8o
dangerous to the social peacc which the Germans considered

a silne qua non Tor successriul exploitation, that the

German Institute for Leonoiic Researcn, Paris branch,

dccided to submit to the interestecd ascneies a scheme

1/ Besondere wirtscaal tsanordnungen,issues 37 and 48.
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for securing price and wage stability in occupied territories.
It was stated that in the interest of the German war
econoiy 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 all prices to the level of
25 June 1940 (date of Franco-German armistice) and to
cstanlisn wage and salary rates accordingly, so that a
decent standard of living would be secured for workers
and salaried employees. In all instances in which
production costs had so inoruuéed over the 1940 level
that manufacturers were operating at a loss, a subsidy
was to bc paild out or an edudlization fund; therc wos,
however, no mention how the payments were to be financed,
or how To copec witin the enormously expanded currency
circulation or any othcr of the onsic factors causing
prices to rise, The plan waé not followed up bylany
action on the part of thc occupation authorities.

8. financial Controls

Chicf obJceetive of German control in the Tinancilal
Ticld was to facilitate an cxtensive cxploitation of the
gcononic rasources of the occupled countrics in the
intcrest ¢f the German war effort. A.sccondary objecetive
wae to Dring the native currencics and crcdit systems
into the orvit of the Relchsmark and German banking as
gtep toword the post-war plan orf an c¢conomically unificd
continental Europe under CGerman leadership.

although tuere was a ccrtaln amount of outright looting
anG confiscation of public property as war booty, German
economic exploitation of lestern countrics, for thc most
part, took the rorm of »urchases oi goods and services in
accordance with the formalities of civil 1law, Financial

controls were the instrument by which these purchases
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weire turned into exploitation. The levics and credlts
cxacted by the Germans formcd the counterpart in torms of
moncy of the use of notive oapaditios by the Germans. In
addition, thc Germans took over gold; foreign «xchange,
and scouritics the total of wnich was much lower thon
that of goods and gerviees reccived,

German financial controls covercd the rields of
currcney issuc, banking, public finance, forcign tradc,
and cxchange, Thlg control was excrciscd through supcrvision
anG dircction of native agencics as long as German orders
were obeyed and Gernen demands satisficd. Only transactions
across the frontier in goods and exchange were controlled
'dirobtly by tThe occupntion authoritics.
| a. Surrcncy

(1) Reich Currcncy

It was & principle of German financial policy to
apbstain from introducing regular German currency into
occupiod'countrics, except, of course, the territorics
incorporatced into thc Reilch and the Protectorate of Bbhemia
and keravie which formecd part of thc Greater German Reich,
In this way the Germans prevented the usc of HRelichsmark
circulation in foreign countrics and its expansion by
sucil ugc., ioreover, they prevented the filtering back
of currcney into the keich,which would have constituted
a drain on the German econony. There were, howeva, two
cxXceptions to this policy. In Belgiws, regular German
currency was nade lcegal tender Tollowing the invasion
but elght days latcr this measure was revoked, In the
 etherlands, Reichsmarﬁ.ourrency was mede legal tender
ond remained so as long as the Geraans stayed. The
Netherlands, which thus formed a currency union with
Germeny, was intended to be the First unlt in a German-
dominated customs and currency union covering most of
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continental Eﬁrobe. *Both in the Netherlands and in the
Protectorate, howéver, native currency remained in cir-
culation and Reichsmark bills usually found their way vo
the central bank,which was forced to exchange them for
its own issue.

Restrictions on Germﬁn—Dutch payments were re-
cstablished in the fall of 1943, when capital flight from
the Reich to the Netherlands,especially in form of currcnecy
transfers, had rcached alarming proportions, Indeecd,Ducth
holdings of Germain noney increased so rmuch that the German
occupation authoritics had to prohibit free exchange of
Reichsmarks into guilders. This developuent marked the
ond of the ambitious Gernan plan to make the Reichsmark
an intcrnational currency. In the field of clearing of
international payncnts, norecover, the inhcrent weakness of
the Rcichsmark had become cvident even earlier, 1/

(2) Occupation Currcney

Lxchange rcstrictions were luposed for the traffic
between Germany and occupied territorics and the use of
German currency by the aArny outside of the Reich was forbidden,

A spccial mark currency called Reichskreditkassenscheine (in

the followlng abbreviated RKK notes)was issued by the pay
offices of the German Army to supply advancing German troops
with noney to pay for requisitioned supplies and for purchases
of ihdividual soldiecrs., 1In nearly every invaded country the

Gernmans set up Relchskrcditkassen which issued this occupation

currency to the 2Army.2/ As soon as regular note issuc faciliti.
werc re-cstablished and available to the Germans, the

Rcichskreditkassen were closcd and their notes withdrawn from

circulation. Among the western countries they remained in
circulaticn only on the Channel Islands.
RKK notes were made legal tcnder by military decrece

in addition to the local currency. This decree was not

%/ Stec below 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 curr:ncy was still valid tender and rc-
lssue was pogsible at any time Without new lcegislation.

The military decree set up a fixed ratc of exochange
butween occupation money and national currency. Every
purson was obliged to acccpt the German-isgsued currency
at this ratc and the banks were obliged to excnangc 1t
agninst aoney of domiestic lssue., Occupation curiency was
not ncgotiable in Geruany, bdut German soldicre could
cxchange it at par into German currcncy when they cntercd
thc Reich,

After witndrawal frow general oirculation, RKK notes
were uscd in occupied tcrritoricvs (other than sonc RuSsian‘
fterritorics and the Channel Islands) only as ncans for
international paynents of military poraonnel. Soldiers
troveling in units or individually carried this currcncy
fron and into occupied countries and cxchanged it into
local noney at tholr new destination or en route, The
cxchange was possilble because the RIK notes wore legal
tender wherever German troops went outside of the Creater
Reiche. Spcculators, both soldicrs and civilians, used
this exchangeability of the notes to profit from the great
disparitics in prices and exchange rates between the various
occupled countriecs. As the notes thus becamnc a means of
1ntérnutional black narkct dealings, the Gerr.an authorities

faund it nccessary to apply numerous restrictions on the

inport, export, and exchange of Heichskreditkassenscheine
whether held by civilians or soldiers.

(3) Military Transfer Checks

The regulatlions covering exchange transactions of
the Armed Forces were rcformulated in a decrec of the
the
Supremnc Comnand of/Armod Forces (OKW) of 13 October 1944.

Reichskreditkassenscheine ceased to be used as international
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currency of the Army as of 1 January 1945, They were
replaced in this respect by the military transfer checks

(Verrechnungsschein flir dic deutsche Wehrmacht) issued in

denominations of 1, 5, 10,and 50 Reichsuark. 1/  The
transfer check was comparable to ¢. civilian travclerts

hcek anc was nelther legal tender nor ncgotindle by
civilians., . Soldiers transferred from one country to anothcr
reccived trgnsfer checks fof the wi.ole amount of their

casin., Only a small amount of rmoney wos issucd to theumin

local currcncy or in Reichskreditkaazsenscheince to cover

their expenscs during traveling. After arrival in the
country of destination the transfcr checks were convertable
into the local currency, up to a maximum fixed by special
order, or tne anount could be¢ transferred by the holder
into the Rcichn.

(4) Cantecn Money

A sopceclal type of money called rilitary auxiliary

or cantecn money (Truppen- or Wehriocht- Bshelfsgeld)

was uscd Tor disburscrnient of soldicrs! pay in countrics

in which local purchases of thc German military personncl
weyre restricted for political rcasons (cspueially in the
satellite countries in the Balkans) or becauge of the
over-all shortag. of goods ond the danger of gcncral inflation
(¢c.4., in Grecce). The cantecn noncy was issued in de-—
noniinetions of 1, 5, 10 ,and 50 pfennigs and was accepted

for payment at ten tinmes its face valuc in post exchanges,
canteens, soldicurs! homes, ete., and Tor recuittances to
Gernany. g/ Wwhen used ror paynents to the local population
it rctained only its nominal value. In this way the soldicrs
were induced to ~bstaln from interfering with the flow

of goods in local clivilian narkets. Asg of 1 January 1945,

T/ rcues .icncr Tageblatt, 20 Dccember 1944,
3/ Dic Benk (BSerlin), 14 October 1942.
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cantecn money was replaced by the military transfer
checks (see scction 3 above) whicih were accepted in
canteens and similor mititary estavlisonents insofar as
the goods sold therc came from German supplics.

(5) Hative Currency

The Geruan objectives with regard to currency in
occupied countrics were twofold: first, to regelve cnough
mwoney to pay ror all goods ..nd scrvices which the country
was avle to supply for the Geruan account; and, sccond,
to prevunt an inflationary expansion of the total circulation
witich would have threatened this cxploitation. The native
autinoritics prelerred to supprly the Germans with adcequate
quantitics of national currency in order to prevent
occupation currcncy being put into circulsation., In this
nanncr they sought to cxerclse somc degree of control
over the total issue of noney. The Germans, on the other
noand, proferrcd such an agrecrncnt because it facilitated
the exploitation of the country. The lcgal forn of transfers
of native currency to the Geruas authorities was elither
througia the payncnt of occupation costs by the native
governnent, financed lovgely by central pank credit, or,
in the case of vennark and Norway, through advanccs of the
local bans of issuc dircetly to the Germans, Tne financing
of Gernoan military cxpenses resulted in all countrics in
an expansion or tnc note circulation accentuated by the
sirultancous financing of exports to Germany through centiral

bank credit,
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Circulation of currency in occupied countries of
Jegtern Europe is indicated in the following table:
June 1939 - liay 1944

(in millions of national currency)

France 122,611 {francs) 546,726
3clgiun 22,212 (francs). 90,921
Holland 998 (guildcrs) e 211
Dennark 446 (crowns) - 1,468
Horway 475 (crowns) 2,500 (cstinate for

end of 1943)

(1) Technique of Control

Gernan control over foreign trade and cxchange
operations of occupied countries was far reaching. Direct

control was exercised by the Devisenschutzlionnandos ;/

opcrating ot frontiér stations and at sclected places in

the 1nterior, as well as by the German occupation authorities,
insofar &8 They nczotiated trade agroecuents on bchalf of

occudicG countries g[ and issued ordinances and permnits

in the foreign.exchange field. In addition, nilitary

courts were given jurisdiction over all cascs of violation

of cxchange rcgulations., Indirect control wes exercised

by a scction in the German econonic administration which

supcrviscd and directed the native authorities in charge

of exchange and trade controls. To implement this Gernan

control, c¢xisting rcgulations werc tightened and new controls

estoblished in all countriecs, The principlces of German

control arc illustrated by the decree of the German military

governor in Belgium 17 June 1940.3/ The Belgian exchange

control authorities were directed to grant imnport and cxport

1/ v3l-srance, issue 6, 27 August 1540,

2/ E.ge Belglan-Yugoslav clearing agrecment of 13 llovenber
1940 (Sondecranordnungen No. 22, of 18 November 1940),

3/ ‘Sonderanordnungen No., 31, 5 December 1940.
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perimits in accordance with Germamn instructions, while the

German authorities (the Oberfeldkonmmandanturen and the

Lcononllc Departnent of thc governor's office) rescrved
for themselves the right to issue in some instances
avsnorizations directly. German.authoritios also issuca
autnorizations to banking enterprise to engoge in foreign
exchange transactions.l/

In France, spccial powers were exercised by the
Comaercial Exchanges Subcommission of the Gernan Armistice
Coﬁmission,wnich dealt with trade questions, imports and
exports (of other than war material), supervision of
Frceneh custons, clcecaring and coiipensation agreements, and
dellverics  to aad rcquisitions by the forges of occupation.
Tne Subconiiission delegatcd two hundred fifty traveling
cormmilssioners to supervise French custone and foreign
exchange transactions; it requested and securcd for
Germany a considerable part of all supplies imported fronm
French colonics., Frenchh trade with neutrals was also
controlled, the Commission demanding that commercial
negotiations between France and third countries be
conducted. in Wicsbrden where the Coniiission was located

so that the Germans weuld be kept better informed. Weutral
inporters of Frencin goods were requested to supply non-
recxport certiricates %o prevent French goods from

rcacining Allied countries.

(2) Forcign Trade Controls

Thc chici objective of German trade controls was to
direct toward Germany the maximum of exports attainable from
tac occupied countries; salcs to thalrd countries were
authorizcd only insofsr as the interest of German war effort

pcrnitted.. In practice, this policy was shaped to sccure

1/ Sondcranordnungen Ko. 26, e< October 1940.
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for the occupied country imports of foodstuffs, raw
rnaterials, or machinery. The native authorities were
forced to 1issue bxport pernits for goods purchaséd foru
the German acqbunt. In France, for exauple, the Armistice
Comriission exercised pressure on the Vichy covernment to
approve contracts nade between German and French firmé,
and involving the exchange of French bauxite and alumihum
against German coal., The Germans also tried to get
tungsten, rubber, pepper, e tc., from Indo-China
Vladivostok, before they started their Russian canpaign.
Imports of goods originating in occupied countries
were declared free froum customs dutiesg and turnover taxes
paid on importation into Germany. ;/ Or great inportance,
too, for Germany was the provlem of financing purchnseé
of goods for cxportation to the Relch. Germnan inporters
scttled their debts by paying into a clearing account,but
the claims of the foreign exporters could not be settled
out of the clcaring because German exports were considérably
lower than her imports. The occupation authorities imposed
on all native governments the obligation to arrange for
innediate payment of cxporters' claims by the central bank,
The clecaring became in this manner an instrumnent for
financing German conmnercial purchases in occupiéd countrics.

(3) Gold and Foreign Exchange

The "'maih_objective of foreign exchange controls
was to give Gérmany full beneflt of all gold and foreign
cxchange values which were held or acyuired by‘banké'
and other residents of the occupied .countries. The
nmeasurcs put into effect in occuplied countries were all=cn-
compassing, but Allied blockade prevented the Germans fron

fully recalizing tihls ain. Most of the occupied countrics

1/Decrece of Reicn hinister of Finance, 25 liovenber 1942
TDeutscher Reichsanzeiger, 26 Novenber 1942),
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had-tf&nsferred their national gold rese:ves out aof

regch 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 certificates issued by

the Reichsbgnk (in Czechoslovakia), ér 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 infdrﬁation and surrender,
Belgian o0ld was delivered to the Germans when the
respective orders had been Siénéd by authorized officials
of the Pelgian 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 acquirec by tine Germans during the war differ
widely, but it would seem that they used only part of it
to pay Tor supplies imported from neutral countries. A
considerable amount may have been stored somewhere in the
Relch.

In a2ll occupied countries, deccrees were issued.
stipulating obligatory declaration and latcr surrender to
the bank of iséue of gold and other precious metals,
foreign currency, foreign securitices and funds, held by
banks, Jewelers and other firms, and persons. Forelgn
exchange accounts held with local banks were blocked and
safe deposit boxes were to be opened only in presence of
German officlals who checked on their contents,

(4) Exchangc 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 their policy in Eastern Europe, i
they'adopted exchange rates very similar to those exiating

before the occupation., These rates were very favorable

to the Germans because the Reichsmark was taken at its

official gold parity without regard to the overvaluation

thus expressed. The native currencies, on the other

hand, were taken at the low international values which

they had reached by devaluatiohs after 1930; in some

instances, the¢ Germans reduced this value even further'

"to take care of the effects of the war on the national

economy," In the case o« France, for example, the exchange

value of the Reichsmark was increasced by 14 percent, which

reésulted in an undervaluation of the French currency by

50 percent. German procurement agenéies, soldiers, and f
civilian ofrficials were able to buy very cheaply in
occupied countries., The impact of this exchange manipulation b
wes strengthened when the new rates were taken over, E
with small modifications in one or the other case, as

exchange rates for the trade between Germany and the

occupied countries., German importers derived great

advantage from the disparity ih 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 werc

not allowed to restrict German purchases so that they would

bc balanced by imports from the Reich, but were forced

to extend credits on clearing accounts. Thié situation

was modified and in the end reversed when prices in

occupled countries incrcased consider2bly under pressure

of shortages, extensive German buying, and inflationary

fiscal policies. Prices in the Reich were under much

better control and a disparity against the Relchsmark

developed in all countries, though at varying degrees.
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This deyelopment did not lessen the burden on the
ocoupiéd cduntries, because German imports were not
restricted.ﬁor werc German exports increased., To offset
the dispéfity, the Germans adopted a system of subsidies
for'impofts out of high price countries, as well as price
equaliza%ion schemecs, but the cxchange rates were not
chanééd;”_These rates were in some cgscs purely fictitious
because the Germans adopted a system of flexible prices
~.for their exports, or collected exchange premiums which
they usecd to‘reduce the cost of their 1mports. The
-system'af-stable_exchange rates, a cornerstone of the
“New;brdéf“ in European trade relations, thus completely
: collapéed.

(5) International Clearing

The "multilateral 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. ’Uppn German initiative
a series of clearing agreements was concluded among the
German-controlled countriecs as well as the Reich itself.
Payments butween debtors and creditors were ceffected
through the Berlin bank and direct transfers or clearings
were eliminated. The Relchsmark became an international
currency, replacing gold in foreign payments,and the
Germans had the Opportdnity to use claims of occupied
countrics against neutral nations (as far as they adhercd
to the clecaring) for payment of their own imports., The
inhercnt weakness of the German currency and the German
policy of using clearing agreements as an instrument for
exploitation of the other partner prcvented a smooth
funciloning 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 occupled
nations in terms of goods and services.

(6) Transfer of Securities

R

During the early period of occupation of France,
local purchases of Yugoslav, Rumanian, and Bulgarian bonds
were made by the Germans from occupation cost funds.

The bonds were used to settle in part adverse clearing
balances due to the countries concerned. As an inducement
to French holéders %o sell, the funds received remained

free even 1f the bonds represcnted blocked issues (subject
to some kind of restrictions of payment)., In addition

to these purchases of bonds, considersble amounts of foreign
shares were acquired by the Gernans in Western Europe

out of occupation funds or to the dc¢bit of clearing accounts.
The Germans also paild for securities held in one country

by delivering in exchange bonds held in another occupled
country. For example, they purchased the rrench interests
in the Rumanienoil industry and the Horweglan nitpogen
inaustry in exchange for French securities which they
acquired from Belgian and Dutch nolders. There 1is

further evidence that Germany tried to use French claims
acailnst the Rumanian state to reduce its debt to Rumania,
but the latter country refused to comply for fear that

such an agreement might not be recognized after the war.

The abolition of exchange restrictions between
the Relch and the Netherlands enabled German debtors of
loans issued before 1931 in Holland to redeem their debts
before maturity; this step added to the accumulation of
Reichsmark balances in Duteh hands. 3In all Western European
countries, German investors and business firms acquired
important industrial participations 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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German saFellifelédﬁntries in. Southeastern Europe,
however, were ablo to receive German permission to balance
sonie of their pre-war debts due to Germany, or German-
controlled countries, against thelr clcaring claims held
by the Reich. The Germans acquired from private owners
in the Reich and in occupied territories securities
issucd by the Southepstern countries and used then as
paynent on account of the German debt, Such transactions
tnvolved mainly 5bvernment bonds, because the Germans,
as a rﬁle, refused to sell thelr share in business
enterﬁrises in Southeastern Europe. German influence
through stock ownership was thus largely safeguarded.
Hungary and Rumania, nowever, succeeded in repatriating
shares of sevefal industrial enterprises held by Western
European iﬁvestors, against delivery of agricultural
products, The respective Western countries were thus
forced to reduce their foreign investiients to pay for
imports, while their clearing clains werc increasing.

c, Credit Institutions

(1) Central Banks

Inriediately after invading a country the Germans
placed 1ts bank of issue under control of a German
comitlssioncr selecting for .this job either a high Reichsbank
official or a German banker. The commissioner, who operated
a8 a rule. directly under the military or civilian governor,;l/
was given full powers of directing. .. .In Horway and in
Denmark Gernan "advisors" controlled the banks of issue.
The commiséibner had to bring the currency and credit policles
df the bank management into haruony with the principles
set up by the Reich. Fixing of intersst rates and other

iﬁportant 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-
ments and supervised the appointment of collaborationlsts
in their place. A specific situation developed in Belgiumn,
where the National Bank had been evacuated with its gold
rescrves and dies for note printing, At: first, the Reichs-~

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. Howevér, before any currency
issue took place the National Bank of Belgium returned

to Brusscls, It undertook to issue notes and grant credits
to government bodics, whereas the bank of iscue was

linited to foreign exchange and clearing operations. The
nanagenent personnel of both banks was largely identical;
they operated under control of the same German comriissioner,
In the Netherlands, the German Delegate to the National
Bank assuned the right to appoint the president of the
institution. By transferring thls function into ‘the.hands
of Rost van Tonningen, the notorious Dutch Nazi, who was
also Secretary General of the linistry of Finance and the
Ministry of Special Lconomic Problems, the Germans achieved
the desired go-ordination of.economic and financial policiles
in the scrvice of Germany. The National Bank was made a
public institution and the board of governors clected by
the stockholders was replaced by an advisory cormisittee
selected by the president,

Under German control the central banks changed their
statutes and adjusted their policies to the nceds of the
German war effert, The restrictions on the note isgue and
the granting of credit facilities to the state were lifted,
and the banks financed the payments of occupation costs or
the direct German military expenses in the country, as well
as cxports to Germany. At the same time, they reduced
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interest rates in order to foster production for "the
German account,

The German-inspired policics caused in all countries
a considerable expansion of the uoney circulation,which
seriously threatenecd and in most instances permanently
undermined the stability of the price level. This deveclopment
was undesired by both the German and the native authorities.
To ‘counteract the inflationary effects of the German
exploitation, various measures were tried., In the letherlands,
the use of clearing balances for capital investment in
German-occupied territories in Eastern Lurope was advocated,
and banknotes of five hundred and one thousand. guilders
were withdrawn from circulation to put a brake on the
hoarding of currency. In Belgiun, exporters received only
a part of their claims in cash, thc balancebeing pald in
gpecial notes due after some time; by ordecr of the nilitary
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 procecedsin a blocked account with the MNational
Bank’thus offsetting, to some extent, the increcase of
circulation which resulted from the Bank's financing of
German military expenditures in Dennmark,

All these, and similar, neasures did not preveant an
inflationary 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 norc by
claims agalinst their governuents and the CGernan Clearing
Office, or in the case of the Dutch Central Bank Qirectly

by German Goverancnt bdbonds,
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(2) Private Banking

German control over private banking had several
objectives. It aimed first of all at facilitating ?Sf
econonic exploitation of the country, espécially in/T;;m
of work on German industrial cohtfécté; iﬁ”sécufed full
compliance with foreign exchange regulations, which gave
Germany}gg;efit.of 2ll gold and forcign assets held or
acquired by the>residents of the country; it assisted
German dbusiness in acquiring participations in local
enterprises. In the case of the Netherlands, the banks
were induced ‘to invest liquid funds in German Government
paper, thus contributing directly to the German wér_
Tinancing and reducing the pressure on the Dutch-German
balance of payments,

In some countries, especially in Belgium and France,
the German authorities set up their own banking control
agencles, while in others they weré satisfied with indirect
controls cxercised through the native nduinistration, In
the latter case the powers of native supervisory agencies
were greatly enlarged and Jazl collaborationists were
appointecd as their chiefs or German officials were
attached to control the operations of the native officials,

A duality of control devéloped in Belgium where the

autononous Commission Bancaire was kept in existence while

a German Office for Banking Control was established by a
decree of the military governor dated 14 Jﬁne 1940, The
German commissioner to the Belgilan National Bank was also
made head of this office. Its Jjurisdiction covered all
financial institutions, commercial, nmortgage, and investment
banks, as well as the very inportant industrial holding
coupanies., Its powers were extremely broad and banks were
prohibited from concluding important business without its

approval. A siuilar system was at first instituted in
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France and as head of the German-crecated Office for
Supervision of French banks.,l/ In the summer of 1941,
however, this office was abolished and its functions

taken over by the Vichy-created Conité Professionel «

d'Organisation des Banques, to which the Germans attached

a comiissioner. The Comité was given large powers over
French banking. In the Netherlands, the Gernans transferred
control over private banking to the president of the
National Bank after appointing a reliable vutch Nazi to
this position. 1In Horway, a new bank association was
formed as part of the corporative organization of Norweglan
business; it was entrusted witn the functions of a link
between the government and the banks,

Backed by the might of the German forces occupying
the Western European countries, German banking aimed at
permanent penctration of these countries and of their
coloniecs in the field of banking and industry. German
private banks against small paymenfs gecured for themsclves
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_institutions.in collaboration

with local banks, and to conhclude "friendly" agreements,

In the incorporated territories the existing banks were
simply taken over. German-controlled banks expanded ftheir
participations in the local trade and industry by applying
the samc methods, German private capital also acquired
interests in the Belglan Congo, North Africa, Indo-China, and
the Dutch.last Indies and in international electric,
shipping, and oil concerns, by purchasing shares guotel on

Dutch, Belgian, and French stock exchanges. The German

1/ VBl-France, issuc 4, 26 July 1940,
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ngvernment received large sums in payment for these
participations,whereas the actual purchase price in
natlonal currency was paild out of advances on clearing
accounts or out of contributions received from the local
government. Often the respecctive shares were sinply
confiscated, especially if they were owned by Jews or
persons considered "ininical" to Cermany.

Political or financial pressure was the basis of
mwost other traﬁsactions. The German Armigstice Commission,
for example, réquested that the French Government surrender
French interests in Rumanian oil and Norweglian nitrogen
industries and offered in exchange French securlities
which the Germans had acquired from Belgian and Dutch
hands, German banks also took over the Balkan and other
Eurépean participations of French and Belglan banks. On
the otTher hand, Dutch banks were forced to finance enterprises
in German-occupied Eastern Europe, French banks wcre
induced to organize a Financial Assoclation to financc
Franco-Gernan industrial projects, and so on.l

Gerﬁan penetration appears to have been strongcsﬁ
in the field of Dutech banking., Old-established intercsts
of German banks were expanded after the occupation and
new affiliates were set up. As a consequence of.thcse
steps, all the big Berlin banks, including the Banik .der
_Deutschen Arbeit, and several private bankers and industrial
combiﬁes were represented in the Netherlands. The German-
owned banks‘were, nevertheless, much smaller than any of
the largé Dutch banks. In Belgiun and France, no Gernan
banks were operating before the war, Three new institutions
and one branch office were set up in Brussels by Gernan
groups. These banks were to speclalize in German-Belgian
trade, but evidently did not coupete with the two lecading

Belgian banks,whose position was strengthencd by the
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closing of several important native institutions. In

Paris, the German Bank der Deutschen Luftfahrt establishcd

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

and heavy industry. The capital was supplied by thc Reich
out of occupation cost funds. The Acro-Bank also acted as
fiscal agent of the mllitary governor in natters of eneny
property administration,which was the main source of its
deposits,and was probably the chief tool for German
penetration into French industry. The other German 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 several 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 Ptate Savings Bank of
Luxcnbourg was linked up with the German savings banks
systecil and expanded 1ts activities conslderably.

(3) Private Insurance

Under the Yerman aegis, official control ovcr private
insurance business was strengthencd in the occupied
countries., The respective native authorities, cither
government agencices or corporative associations of insurancc
companies, were supervised by the German authorities,which
appointed German insurance experts to this Jjob. (In
Belgium, for example, the German official was assisted Dby
a native collaborationist.) The Gernans investigated the

business volume of all companies, requested regular reports

.on their financial situation,and appointed special German

supervisors for somc companieg. Insurancec contracts of
persons domiciled in annexed territorics had to be passed
on To specified German companies.
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German cnterprises alsc penetrated into the
business of the non-annexed parts of France, into
Belgiun and the Netherlands. 1/ Jointly with Italilan
institutions, the German institutlons took over by
virtuc of government orders the business of British
and other Allied companies which before the occupation
had opcrated in Italy and according to some reports cven
tooll over part of the businecss of native companles. German.
re-insurance companies actively solicited business and
with the help of insurcers and re-insurers in ncutral, occupled,
and allied countries set up the Union for Covering of
iiajor Risks (Vereinigung zur Deckung von Grossrisiken).
Thls organization constituted a pool which provided cover
for risks which could not be placed on the normal market,
Its chief objective was to replace thc Sritish Lloyd.
Penetration of occupied countries by individuval
German conpanies was not allowed to take place hapharardly,
In February 1941, all German foreign insurancc was placed

under the control of the head of the Reichsgruppe Insurance

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

As part of the "New Order,! Luropean insurance law
was to be reorganized andsimplified according to German
plans; a special section was established within the

Internationale Rechtskammer (International Chamber of Law)

for this purpose. The plans resulted in gsome rcorganization

of cdomestic business in countries where German influence

I/Sonderanordnungen of i.ilitary Governor in Belgium and
Jorthern rrance HNo. 29, issued 14 Hovember 1940,

RESTRICTED




- 134 - RESTRICYED

was strong, but international schenes were hindercd by

financial instability in many of these countries.

d. Public Finances

.Gérman occupation authoritics issued decrees
ordefing the continued collection of taxes and custons
duties by thé native adnministration,l/ They did not assune
direct control of public finances in occupied countrics
in Vestern Europe, except perhaps on the highest level,
Dr. .Fischblck, the German Commissioner General for
Finance and Econonics in the Netherlahds, had charge of
all hatters pertaining to tne Dutch Department (lMinistry)
of Finance; in France, a secilon in the military governor's
office handled "fiscal and customs policies"; etc. In each
country, thc Germans levied considerable sums as a tribute
under the title of "occupation costs,y or as an advance
to cover the cost of the occupation army. In some .countries
the national government was forced to assume the responsbility
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 werc interested, furthermore, in price stability
and were known to favor conservative and deflationary
fiscal measures, but 1t is impossible to trace their inter-
forence with the fiscal policies of the native governments
in apécific cases., Collection of taxes, issuance of
government paper to cover the budget deficit, and similar
measurcs remained functions of the native aduinistration,
which was, of course, controlled.and guided by the German
occupation authorities, In this respect the German policy
in Western European countries difrfcred radipally from that
applicd in the Bast, both in the "appended" countries and

in the fterritories administered as colonles.

1/ VBl-France, issue 2, 10 July 1940,
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In close analogy with domestic German policics,
native adninistrations in Western Europe applied fiscal
policics aining at reducing the inflationary effects of
the paynent of war contributions with the help of central
bank credit. - The neasurcs put into e¢ffect included
specifically increascd taxation and the issuance of
government bonds. In several countries such issues were
ﬁade solely to tie down éurplus purchasing power, inasnuch
as the proceeds were applied to redeem centrel bank:
advances to the state or for deposit on a blocked account
wifn the bank of issue, thus partly ofrfsetting the
currency expansion., The centralization of tax collection
in the hands of the French state and replacenent of local
tax revenuc by government subsidies resembled German Tiscal
policles and was probably initlated by.the occupation
authorities. - The French state also aséumed responsibility
for financial neasures connected with tThe dircetion of
cconomic life, employment programs, and similar governmental
policies. Additional measures bascd on German expcrience
were ained at the control of stock market operations, the
estavlisnnent of maximum prices for sharesfﬁ%ie ingtitution
of speclal taxes on spcculative profits, the objective of
which was to reduce speculation in stock values and.direct
savings into banks and government bdonds,

The amount of the occupation costs to be paid by
an occupled country was fixed in an agrecment between the
German authnorities and the native government. In France,
for instance, negotlations took place every. three nonths
between the German Armistice Commlssion and the French
velcgation. The natlive government was of course forced
to accept the German Diktat. The Frénch, repeatediy, but
without success, protested at the payment for forces

engaged in the war agalnst Britain, which did not form
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part of the normal German forces of occupation.

The funds collectecd under the title of occupation
costs werec used chiefly for the maintenance of soldicrs,
for paynent of requisitioned purchases, and for the
execution of public works for the German Army. According
to some reports the Germnans also used such funds -- Dby
all evidence only to a small degrece. —— to pwchase goods
for importation into the Reich and to purchase securities,
especially foreign bonds, which they resold to reduce
thelir clearing debts to the Southeastern countries,

e. Financial Controls as a Neans of Economic Exploitation

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
simnilar methods of financial exploitation were enployed
in all ofher occupied and controlled countries, as shown
in part C of this study. The present chapter contalins
some est: nates as to the total auount of contributions
in terms of money which the Germans exacted from controll ed
nations,

Funds for payment of products and services in
occuplied countries, other than those confiscated without
compensation,lwere secured by the Gernans by several methods:

(1) Occupation currency was issued in the fornm

of Reichskreditkassen-notes; in Western Lurope these notes

were retired sooner «: later by the local banks of issue,
wnich acquired corresponding clains against the native
governnent or the Gernans,

(2) Credits were tgken by the Reichskreditkassen

fronm local Banks of i1ssue in native currency as advances
or deposits;

(3) Unpaid claims against Germany on international
clecaring accounts were accumulated;
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(4) German governnent paper was sold to ~banks
in occupied countries;

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

(6) Matricular and defense contributions were
collccted in territories appended to the Reich;

(7);Local banks of issue made advances to the
German nmilitary to cover occupation costs;

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

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

From a formal point of view, soue of the above
items constituted commercial claims (especially thgsé
listed under 3 and 4); in fact, however, these funds were
nade available to Germany under pressure and nust be
considered as.forced loans forming part of the financial
gxploitation., Officlal German speakers repeatedly stated
that Germany had the right to demand from the other nations
financial help inﬁ?grm of credlts in clearing accounts,
and even discussed the possibility of repudiating part
of these claims. They asserted that a great part of the
German debt was incurred when Germany made non—comuefcial
pd&ments (in other words military expenditures) in the
interest of the common European strugele.

The total of funds which the Germans exacted from
occupied countries up to 31 lMarch 1945, was estimated at
120 billion Reichsmarks or roughly 25 percent of the total
German war expenditure to that date. This figure indicates
.now inportant was the coniribution of occupied countries

to the German war effort; noreover, it does not include

T/ An example was the penalty imposed on Jews in France
Verordnungsblatt of Military Governor in France No.49,
issuecd 20 Yecember 1941).
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thé value of goods confiscated as war booty or looted
without any pretense of Jjustification, 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 territorics is also not included
vecause of the specific methods of exploitation

the Gernans used there.

Of the total of 120 billion Reichsmarks which
Germany received from occupled and satellite countrics,
about 60 percent took the form of direct contributions
under various titles (for occupation costs, defense,
"VYoluntery" contribution to the war against Russiea,
matricular fees); 40 percent the form of clearing and other
clains which the Reich or German institutions pronised
to repay. The highest yearly total
was rcached in 1943, with over 30 billion Reichsmarks,
equivalent to 30 percent of the German war costs in the
samne ycar., The largest contributor was France, with
ncarly 14 billion - :° Reichsmarks (10.6 billion Relchsmarks
for occupation cost a..a 3.2 billion Reichswmarks for clecaring
advances); next was the Netherlands, with a total of ¢
billion Reichsmarks, Belgium with 3.5 billion Reichsnarks,
followed by Denmark and Norway with 1 billion Reichsmnarks
each. The Western European countrics together accounted
for nearly 80 percent of the total, with the Protectorate
(3 billion Reilchsmarks) furnishing most of the balance.

In the first half of 1944 the yearly rate of financial
contributions incregsed further when Italy and Hungary
were forced to contribute considerabdle sums to the German
war c¢ffort, Some sources estimated German revenucs fron
foreign countries at 42 billion Reichsmarks yeorly, aeg of
the sumiicr of 1944, the total for the year being of coursc

_lowef duc to the liberation of France and Belgium. The
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Italian contribution was reported to be 8 billion
Reichsrnarks yearly, and later its rate was increased
to 10 billion lire per nonth, corresponding to 12 billion
Reilchsnarks per yecar, at the officlal rate of exchange,
Due to the price inflation in Italy, Germany did not
receive goods for this amount out of fhe Italian payuents,
Lstimates for the total of funds exacted by the
Germans in occupied countries contain none or only small
figuree for the contributions of Poland and the occupiled
parts of the USSR, In thesec countries German exploitation
largely took the form of loot, the valuc of which cannot
be assessed, Estinates or authentic reports of the anounts
colleccted 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 "coruercial" operations used by the
Gernans as a means for exploitation of occupled and
satellite countries _resulted in an accunulation of German
dcbts estimated at 48 billion Reichsmarks in larch 1945,
The total as of 31 December 1943 amounted to 36 billion

Reichsnarks, as the following list shows:

Relchsnarks
(in billions)

Clains against the German Clearing

Bank . 16.3
Clains against the Reichskreditiassen

for advances 6,4

for notes in circulation 2.9
Clains against the Reich for govern-

ment paper 8.8
Claims ageinst German banks for

deposgits 0.9

9. Adninistration of Enemy Property

a. Legal Basls

Anong the first decrces 1issucd by the Suprene
Connander of the German Ariy after invasion of the
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Western countries was a decree on eneny property

(Feindverndgenverordnung). 1/ This decree prohibited,

until further regulation, the disposal of property owncd
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
Relch Commiesioner for Administration of Eneny Property
was the central authority in these matters, directing the
activities of the.regional authorities. He was subordinated
to the Reich liinister of Justice, but in problems of
economic character other Keich agencies e.g. the Four
Year Plan Office, issued directives, In France control
over enemy property was taken over by the hilitary
Commander and exercised through the Economic Department

of the military administration.

The objectives of administration of enemy property
were threefold: first, to escertain what was eneny propcriy.
This was done through a census ordered by decree; second,
to secure control over such property. This was doac by |
appointment of administrators (Verwalter); third, in
exceptional cases, to liquidate such property by sale
or collection. ‘Enemy property was considered as mortgaged
in favor of the Reich pending decision as to its disposal
after the war,

Clains due to enemy 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 accruing to enemy accounts and rfor the sales proceeds

of enemy property, if ligquidation was ordered., The

1/Decree of 23 lay 1940, Verordnungsblatt of liilitary
overnor in France. issue l.
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Treunhandstelle in Paris at first deposited enemy funds

in blocked accounts or in form of government bonds with
Barclay's Bank in Paris; these deposits were later
trangsferred to the German-owned Aero-Bank,which needed

money to conduct its business. The enemy clains continued

to be owed by the Treuhandstelle. Deposits with Ffrench
banks due to enemies were frozen and in 1944 transferred

to the account of the Treuhandstelle with the Aero-Bank

The Devigenschut zkommando also ordered the opening of

safe deposit boxes owned by enenles., Foreign currency
and gold found in safe custody with French Banks was sold
at official rates to the Reichskreditkasse in Paris and

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

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

Appointunent of administrators for cneny property
was exclusively in the jurisdiction of thce liilitary
Coruiander, who, however, delegated his powers in regard

-to real property to the. Feldxommandanten. The regulations

for administration of enemy property were published in a

technical manual, Dienstanweisung flir die Verwalter von

Feindverm&gen, issued by the lillitary Commander ;in = France.

b. The Administrdator

The administrator was not considered as an official
or civil servant, but rather as a person exercising a free
profession, under orders of the lMilltary Commanden whom
he had.to assist in the prosecution of war tasks. He was

paid on a per diem basis and was reimbursed for expenses by

the Trustee and Control Office (Treuhand-und Revisionsstelle).

Payment of per diem expenses could be suspended 1f the
adninistrator 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,
commissions, or other benefits from the administered
enterprise,

The administrator's first task was to ascertain
what constituted a particular property. The basic principle
for his subsequent operations was to administer the
property for the benefit of the fleich, acting as trustece
in accordance with regular business methods. The intercsts
of the cneny 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

Beteiligungsverwalter administered only the interests of

an eneny as represented Dy stocks, shareas, participations,
¢te, Such an administrator had the powers of a stockholder
or partner, but the appolinting authority often granted

him additional rights in the enterprise. At all évents,.
i§ was his role to. supervise the éntérprise in the intercsts
of thc Reich, The sccond type of adiinistrator was the

Gesamtverwalter, who was in charge of an enterprise in

which an cneny's interest was considerable; for example;
ownership of 40 percent of the stock of a corporasidn.

The aduinistrator of an enemny enterprise had
unlinited powers in his work ,whereas the powers“of
nanagers and cther functionaries were suspended, He worked
in accordance with general and spécial orders of the
military governor, whon he kept currently informed about
'tne status of the enterprise. He had to request consent
of the military governor before acting in such inmportant
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natters as the appointment of managerial personnel,

the adoption of mecsures in the field of wages and

priccs, the contracting of loans, the confirmation of
decisions of shareholders, etc. Permission of the authority
wag neccssary 8lso for transactions between the administrator
and the enterprise.

The administrator was authorized to appoint or
vecappoint native managers to work under his control., The
manual suggested that he have these nanagers submit proposals
regarding the business operations so that the administrator
could refrain from initlating such acts and thereby nake
the native managers responsiblc to the shareholders., His
dcalings 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 lepal regulations
concerning the manageuent of the enterprise; 1t was especially
incumbent upon him to convoke regularly the board of
dircctors and generel neetings of the stockholders. The
decisions of these bodics, however, were valid only when
confirmed by the aﬁministrator, but the responsibility was
shifted to the native bodies. This procedure was con-
sidered of speciai advantage in regard to French enterprises,
ﬁhich often owned property in the (then)non-occupied part
of fhe country where the German decree on eneny property
was not considered valid,

Eneny enterprises were operated on the principle
that all enterprises in éccupied countries should produce
the naxinum for the German war effort with the least cost
of labor and materials. lWages were not to be increased,
and prices were to be kept stable. If an enterprise
made large profits ﬁhile working for German account, 1its
cost calcuiations had to_be subnitted to price controllers.

Profits accruing to the enemy account were deposited for
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the Trcuhandstelle in blocked accounts with the aero-Bank

in Paris, If an enterprise was liquidated because of
lack of goods, funds, or for othecr reasons, the proceeds
of the sale were deposited in this bank. Every eneny

enterprise had to pay a nonthly fee for administration to

the Treuhandstelleswhich in turn paid the expenses of the
adninistrators, |

Property of Jews with enemy status was not subject
to special treatment, but no objections were made if the
native government decided to liquidate such property. The
proceeds werc then deposited in a blocked account, The
administrators were also ordered to support the administrators
approinted by the French General Commissioner for Jewish
Qucstions, cspecially since their activities were often
hanpered by resistance of the French population,

Control of foreign banks operating in France was
placed in thc hands of a heichsbank manager appointed

by the nilltary governor as Verwalter der Feindbanken

(administrator of enemy banks). These Toreign banks
continuced to operate but required a license for payments
as well transfers of securities., Inasnruch as 1t was
expected that the banks would become Helch property, the
adminiétraﬁor did not issue such permits liverally. By
order of the heichsbank the administrator requested the
oanks to deposit their liquid assets with the Gernman-
owned Aeré—Bank in Paris. .

c. Penetration of German 3usiness

Shortly after the Franco-German armistice had been
signed, many German business firms éhoWed a desire to
acqulre participations in French enterprises controlled
by enciyy interests., Such tendenciés were favored by the
military governor only if the lMinister of Economics gave
them his support. According to international law, however,
eneuy-held 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 ive then any capital participations but i1t was declared
that at sorne later date.—- say after the war -- transfer

of cneny participations into German hands night b= ordered.i/

10, Controls over the Italian Econony

a. Principles of Control

When confronted with defection in the ranks of
thelr allies, the Germans took over control in military
and economic matters in the respective country as far as
military developments pernitted. 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 comnon war effort to the
utnost of the capabilities of the country. Among the
countries so treated by the Germans, Italy was the nmost
prominent.from September 1943 onwvard.

German controls over the Italian econony were
in method gnd extent sinilar to those employed in the
conquered countrles of iJcstern Europe, and are classified
as of the indirect type because they were based -on the
continued functioning of the native administration. The
Reich was represented in .its relation ‘with the neo-Fascist
government by 1te Plenlpotentlary for Italy, Ambassador
Rahn, but several German agencies operated outside this
diplomatic channel,

‘In order to assure the systematic exploitation of
the Italian cconomic resources for the German .wal nachine,
Hitler, as Supreme Commander of the German Armed Forces,
ordcred Albert 3pcer, the Reich Minister for War Production
and Armaments, to secure all inportant installations in

Northern Italy uscful to the war economy and

1/ Sce above E 6, C O,
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to utilize ‘them: ‘for the common war effort.

He authorized Speer to take - 'all measures for maintaining
the sccurity of war production in Italy, in particular

To transfer machine tools and other cssential equipment
fron territofy threatened fron the alr to other factories
in or outside of Italy, including factories in the Reich.
Hitler also ordered the German Arny to supply the necessary
Transport facilities for evacuation of inmnportant machine

toois.

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 Inépector&te in Milan and delegated
German officials and technicians to important industrial
plﬁnts 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 rececived supplies of raw naterials, fuel, etc., and
were reported to be excupted from the "socialization”
measures of the neo-Fascist state. |

General Leyers co-opefated with the Italian lMinister
of Corporative Econony and the heads of the various
cormittees and offices established by Italian industries
to take part in governnent control over business. Sone-
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 agreements covering individual industries
countersigned by the chlefs of the Italian industrial
control offices were later signed. On 26 October 1944,
for cxaﬁplu, an agreement covering tne chemical and rubber
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iﬁdustries was conpleted. This docunient statel that
Italy and Germany had agreed that Italian firms -shoulad
transfer to safer places raw materials and senifinished
and finished products essential to the conduct of the
woar to prevent thelr being exposed to eneny attacks.
The transfer was to be effected upon order and with
the help of German authorities, but the Italian industrial
corn:ittee was supposed to be asked for authorization.
in cach case. The goods were elther transferred inside
Italy, sent sbroad for storage, or sold to German firms.,
it a firm stored goods, 1t was authorized to use then
in 1ts own plant against payment of the prevalling price.
Italian firms selling their stocks to the Germans were
promised supply of other materials after the war., Raw
naterials nécessary for continued production in the
Itallan plants were freed from transfer obligation in
quantities specified in regulations issucd by the Ministry
of Corporative Econony and the German Cormissioner of
the Hinistry-for war Production and Armanents., Payment
for goods transferred to Germany was nade through the
clearing transaction. The agreement was declared to be
retroactive to cover transfers of goods taken over
previously.ﬁy the Germans.

There 1s ample evidence that the German authorities,
even after signihg this agreement, did not refrain from

high-handed "transfer deccision." The Italian Committee

. for Chenmical and Rubber Industries issucd a memorandun

in which iﬁs member firms were advised of the contents

of the agreéﬁont and were asked to decline any requcsts
for transfer of goods made directly by German authorities,
includihg nmilitary authorities. They were advised to
produce in any such case a copy of the agreement in the
Germaﬁ language and to notify the Committee so that it
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could intervene at once. 1/ If the German authorities
wanted to specd up the transfer of goods, they were to
addrecss their recquest to the Committee through the
proper branch of tnc iinistry for .Jar Production and
Arnanents,

In October 1944 the heads of three industrial
comuittecs cstablished by.the neo-Fascist government
asked the Geruan liinister and the Armament Counissdl ouer
to prevent the complete denolition of Italian industrial
plants in case of a German retreat, The Germans at first
pronised to give these requests full consideration but
later reversed their attitude and declared that-all
measures of destruction would be dictated by military
considerations only. Upon this declaration the Italian
industrialists resigned from their positions. In a letter
addressed to the Gorman Amnbassador they accused the German
nilitary authoritics of deciding arbitrarily upon
destruction of plants.and reroving materials and equipment
which werc indispecnsable to the Italian cconomy but not
necessary to the war,

c. Flnancial ExXploitation

For a short period the German army used Reichskredit-

kasgssen notes to pay for its local purchases, but these
notes were later retired and all expenses paid in Italian
currency. As in most other countries,.the Gernans

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 Septenber

—_—

1/A similar procedurec was suggested fto Danish farmers
hrcatcecned by confiscation of their products by German
authorities; sce E 5.
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1943 by an increcase of the lire value of 1 Relchsmark
from 7.6 to 10 lire., A new clearing agreement was
concluded between Germany and Italy, and Italian clains
against the Berlin Clearing Bank increased at a rate
corrcsponding to the volume of Italian exports to Gernany
and thc amount of earnings of Italian workers in Germany
transnitted to italy. Only a small part of thc war con-
tribution was covered by taxation; the grecater part of
it, and most of the clcaring claims, were financed Dy
printing Italian currency. As a result of this action
inflation progresscd rapidly and made price controls
ineffective., The Germans, therefore, refrained after a
short time from combating the black nmarket and charged the
Fascist police with this task.

11, Controls over Unoccupled French Territorics

Even before occupation of Southern France at the
end of 1942, Germany cxercised a considerable amount of
gcononic dontrol'in unoccupied France, in French Horth
africa, and in the French colonics not held by General
Chorles 8¢ Gaulle. The main instrument for this control
was the rfranco-Gernan armistice Comizission,which had both
the functions of dircet superﬁision in unoccupied
territory and the task of presenting German claims to the
Vichy government. Thc German Armistice Commission estab-
lished a special Beconomic Delegation (transferred in 1941
to Paris), the main function of which was to implement
German econonic demands in the unoccupied territory. It
supcrvised the collection of the occupation indemnity and
the cconomic exploitation of the South Zone and North Africa
for the German account,

The three Control Inspectorates established by the
Armiético Commiission for the liorth Zone, the South Zone,
aﬁd North africa were subdivided into smaller units in the
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nore important towns; they handled both military and
gconomic controls. There was a number of specific del-
¢gations like the linceral 011l Control Commission in
Marseille, the German Purchasing Comiission for North
africa (co=opcrating with the Control Inspectorate at
Casablanca, and ecpeclially its branch the Armancnts and
lHincral 0il Commission), and the Permanent Gernan Dclegate
for Indo-China. German Control Inspection Boards, one
eacin in occuplied France and non-occupied France, were
appointed to execute the Franco-German agreenent on

the construction of aircraft, with special conmissioners
supcrvising the work in French factories. Subconnmlssions
exercised control over railways, roads, ocean shipping, and
alrfieclds; a German Comnnissioner for liaritime Traffic and
nuncrous Germnan transport experts were appointed for
specific tasks, French.liaison officers were attached to
nost German commissions and delegations,

From the German point of view the Armistice Convention
contained a consilderable 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 rcquests for supplies of raw materials and goods
manufactured out of c¢xisting stocks (e.g., motor vehicles)
or to be produced in France, as well as labor to be con-
scripted for work in the Reich, When the Germans wished
French factories to he euployed on German war work they
dealt with the French Government, mostly through the
Arriigtice Commission., The French.usually requested certain

Tfacilities 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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Tood deliveries to occupation troops or of cxports to

France, release of factory workcrs who were prisoncrs

of war, ctc, The Germars adopted a system of bartering

goods, in the working of which collaborationists played

a large part and wcre deﬁended upon, by this means the Germans

furthered thelir own ends and secured the aid of the collabora-
r .

Ei}ious prograns of nanufacture of armanents, cher:icals,

and tools ror German account were worked out,invoiving

also plants in the unoccuplied zone, For aircraft con-—

struction a specific program was drawn up in 1941 by the

ropresentative of the German Luftzeugneister and the French

Cailcef Enginecr of aviation. In uany cases the Gernans
prcsented to the French government contracts with French

industrialists as falits accomnlis

Mlq A

The Geruan Armistice Conmission's control over
trasisports cowprised specifically the novenent of French
merchant shipping, the transport of war naterial, and the
supcrvision of goods in general to prc%cnt export of raw
naterials, foreign exchange, etc. The larger French ocean
vegscls were selzed,~and pernits required for all other
vcesels before salling. The Germans controlled cargoes of
inconing vessels. This supervision of ocean tranEport gave
the Germans the opportunity to control cxchange of goods
petween unoccupied Francc and ilorta ifrica. They used this
chancc as a pressure instrument to bring these territories
under tielr econonic domination.

| The Gorman delegations in MNorth africa organized the
cxploitation of the nineral wealth of lMorocco, dispatched
row naterials, machinery, and war material from there to
Geriiany, c¢tc. They establisned a spécial connission for
purchasing Lotor vehicles. ' The German delegations had no
executive powcrs in liorth Africe; tnéy requested the French
linison officers to secure coupliance-with arnistice terms if
violations were discovered and refurféd the natter to Wilesbaden

if no corrcction was nadec.
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Appendix I, ORGANIZATION OF THE. DEPARTMENT FOR LCONOQMICS
(ABTEILUNG YIRTSCHAFT) ?F THE)MILITARY COMMANDER IN FRANCE °
S PARIS

The following table shows the organization of this
deprzrtment, which operated as a branch of the Administrative

Staff headed by Staatsminister und Xriegsverwaltungschef

Sehmid e

Group I. General Routine
Section 1, Legal matters
Section 2, Aryanization
Section 3, Enemy property
Section 4, Press
Section 5. Statistics

Interpreters, passport vfficg,registry, printing office

Group IT

e« Industri~al economy:

General Section

Main Section Pl-Raw material planning

Main

Section

bution
Main Sections in charge .ef planning and control of pro-
duction and distribution of specific industries:

Main

Main
Main

Main

Main

Secction
Section

“Section

Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

Secticon
Section
Section
Section

Section
Section

Section
Section
Section
Section
Section
oection

Section
Section
Section
Section
Section
Section

Ro-Organization of raw material distri-

A-Mines and quarrics

Al-Co2l and peat

A2-0res and scolt

A3-Stones and clay

A4~Potash

A5-Pit props

B-Mineral oil industry

C-Utilities (power economy)

Cl-Electricity

C2-Gas

C3=Wlater supply

D-Iron and steel preduction and foundries

Dl=Iron and steel production

D2-Foundries

E~Non-ferrous metals

El-Control of consumption

E2-Production, purchasing, =2nd transporta=-
tion

E3-Smelters and foundries

F-Iron and metal working industrics

Fl-llachine construcfion

F2-Locomotive shops and other metal
ing- industries

F3=Shipbuilding

F4-Precision tools, optical industry,aond

G—Chem§%8 tgﬁ a%l gg&p?ggﬁstries

Gl-Chemic~l industry

G2-Rubber » #8bestcs,y carbon . black

G3-Industrial fats '

G4~Glass and ceramic industries

H-Building industry, materials and equip-
ment ,

J=-Textile and papcr industries

J1-Textiles

J2~Paper and cellulose

K-Other industriles

Kl-Leather

K2-Furs

vork=-

RESTRICTID



- 153 - RESTRICTE

ection ~Miscellaneous oods
geﬂt*on %2 Tobacec) 2

Section KS-Reclﬂimmd m~terials

Main Section I-Organization, trade, crafts, tourist
trade ;
Section Ll-Organization of business
Section L2-Trade
Section L3-Crafts
Section L4-Tourist trade

Group IITI. Food and agriculture
Section l=Production
Section 2-Distributioen
Section 3-Land cultivation

Group IV. Forestry, Timber, Hunting, and pishing
Section 1-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=Tronsfer of capital funds

Group VI. Freight Tronsport-~tion

Section 1~Organizotion and basic questions,ocean tronse—
ports

Section 2=Planning of transportation on railways and
waterways, co-ordin-~tion with othcr oc=
cupied western countries and the Reich,
ﬂontbly trensportation programs, tronsit
freight, statistics

Section 3~Tro nsnort \tion of industrial products

Section 4-Transportation of focd, timber, fertilizers

Section 5-Control of French me sures pertanining to trans-
portation

Group VII. Labor and social problenms

Section 1l-Employment in France, procurement of workers
mployment of prisioners of war

Section 2-Labor code, work conditions, personal motters

Section 3-Socizal insurance

Section 4-Hiring of labor for Reich

Section S-Proggganda, tronsportation of lobor, statis—
ics

Group VIII, Currency,credit, insurance
Section l-Currency and credit
Section 2-Stock m~rkets, statistics
Section 3-Insurance

Groupr IX. Fiscal and customs policies

Group Xe. Price control

Section 1-Coal, ores, metals, machinery, utilitics

Section 2-Chemicals, stones, constructlion matericls,
textiles, glass, pottery, wines, spirits

Section 3-Agricultural goods, foods, catering, timber,
wood products, paper, printed material,
leather, vehiclcs, electro-material

Section 4-Organization o? price control, industrial
udmlniagr % co-operntion with other

Gotntrics

occupie
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Appendix II, CATALOGUE OF GERMAN AGENCIES IN FRAICE
The following list of German.agencies interested in
economic matters concerning occupied French territory is
based on the mailing list for the "Spec¢ial 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 agenciles:
Command staff and administration staff of the Military Com-
mander in France
Chief Quartermaster Vest
Chiefs of Military Administration Districts and subordinated

Kommandanturen

Supreme Command of Army and of Armed Forces (O0XH and OIT])
Supreme Commands of Army Group and of Armies stationed in Vest
General of Air Force, Paris

Generaliuftzeugmeister

Luftgaukommandc (territorial aviation commands)

Commanding Admiral in France

WVD (Army Corps Area Administrationl/), Paris, Brussels,
Stuttgarf, Berlin, Kassel

Military 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

Command Post of Frontier Customs Control in Fr-~nce

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 IMinistry of Finance

Reich lMinistry of Transportation

Réich Ministry of Labor

Reich Ministry of Justice

Foreign Office

Reich Commissioner for Price Control

Reichsbank

Superior Auditing Agency of the German Reich

Reich Food Estate and Reich Peasant Leader

Reich Commissioner for Administrotion of Enemy Property

Chiefs of Civil Administration in Lorraine and in Alsace
(¢) Civilian agencies in France:

Representative for France and Luxemburg of Reich linister
for Armaments and Var Production

Delegate of General Commissioner for Motor Transportotion

Ylar BEconomy 2and 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 (Counterespionnge)

Staff of Organisation Todt (Paris)
German Armistice Commission (Paris)

Liaison Office France cftheOanization of German Economy
Propaganda Unit
Commissioner with the Bank of France

Central Order Office (Paris)

Reichskreditkasse (Paris)

Germon ‘Legation (Paris)
Territorial Organization of NSDAP
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