A for Germany, that tragic nation which has sown
the wind and 15 now reaping the whirlwind-—we and
our Allies are entirely agreed that we shall not bar
gain with the Nazi conspiatoss, or leave them u
shred of control——open or secret—af the insttuments
of government.

We shall not lcave them 1 single element of mit
itry power—ar of potential military power.

But I should be falie o the very foundations of
my religious and politieal convictions, if T should ever
relinguish the hope—and even the faith—that in all
people, without exception, there lives some justinet
for truth, some abmuction toward justice, and some
passion for peace—Dburied as they may be in the
Cerman case under g brutal regime.

We bring no charge against the Geran race, as
such, for we annot helieve that God has eternally
sondemued aoy race of howanity. For we know in
our own land how many good men and women of
Cenman ancestry have proved laval, freedom-doving,
peace-foving citizens.

"There is going to be stern punishment for all those
in Germany direetly responsible for this agony of
mankind.

The German people are not gofeg to be enslaved
—because the United Nations do not trffic in
hunan slavery. Bot it will be necessary for thew to
carn their way bark into the fellowship of peace-
loving and law-abiding nations. And, in their climb
up that steep road, we shall cerbaindy see to it that
they are not encumbered by having to carry guns.
They will be rebeved of that burden—ww hope,
favever., :
—PRESIDENT ROOSEVELT

(GGermany
Is Our PrQbIem

by
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Henry Morgeﬁtbau—, Jr.
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On the following pages is reproduced a photo-
graphic copy of the memorandum summarizing
“The Morgenthau Plan” which President Roose
velt took with him to the historic conference at
Quebee in September of 19.44.
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This baok owes much to discassiaéns { have ‘m.cl on the
subject with many avtherities, both in and out _0% Cm&;n
ment, and to analyses that havc:“"becu made by a mfr{; :’r
of other experts in the field. o \aﬂ. of t‘uem ih‘ﬁl“hg
express my gratitude and appreciation. Pheir <p ‘m
heert iuvaluable, but the interpretabions :n'{& apinions
expressed here are Wy responsibility, n?t. theug enre

[ have donated this book to the Elinor :mcil enfﬁt
Moggenthau Jr. Foundation for ;Pezce I’mz.? a’;;azx?pr{;h;e
memnbership corporation. The E*f}.rmc"iahc?n «m_ &;m‘i L
proceeds of the publication and ‘dxsifn.butmn of the ,3(');)3 _
for the purpose of EROOUIAEING mdividuals :u‘;d {n?‘;%;fr:;n’
tiong aspiring for a workd of fregdom ptace am f;u;;. A
and for the coordination aud‘d;zactxon m‘f ‘i:he e l; z o
all peoples in their struggle for the attalpment OF S8

4 would. H.OM, Jr.

THE REASON FOR THIS
BOOK |

N SEPTEMBER, 1944. PRESIDENT FRANKLIN
D). Roosevelt asked me to outline for him a program
for the treatment of Genmany after her defeat. He
wished to take such a document to the Quebee Counfer-
ence, which was to be held inoa few days, and he knew
that I had deveted s good deal of thought and study to
the sabsject. As Scerctry of the Treasury, | had been Jed
mto the whele problem by questions of yepasalions, <ur-
rency and fuancial controls. T had seen that these rould
not e divorced from the broader aspects of what o do
with Genmany, The President, with whom 1 had been
privileged to work on terms of wtimacy and confidence
for smany years, knew of my inleest and my reseasch. |
Ondy a few weeks before the President made his request.
[ had been in Loadon, and the sight of that bombed oity
with its courageous people had deepened my convichions,
as [ think it must have deepened the convictions of any-
one who sew London in warthne, It prompted the theme
of a broadeast [ wade on the eve of iny departure and in
which T said;

There can be no peace on earth—ing seeurity for any
man, woman or cohild—if aggressor vations like Ger-
many and japan retain apy power to sirke at then
neighbors,

It is not enough for us to say, “We will disarm Germany
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THE REASON FOR THIS BOOK
and Japan and hope that they will leam to hehave
themselves as decent people.” Hoping is not enough,

That was the spirit in which T drew up the plan which
Mr. Roosevelt had requesied. T know that was the spirit
i which he received it No part of that plan has ever
been made public by me untl now. This book s an
elaboration of the programs which T then submitted to the
President for his use, It is essentially the same framework,
but with additional research and documentation to sup-
plument the much slinmer document which Mr, Roose-

< welt ok to Quebec.

Since that conference, it i3 worth noting, the basic
principles of the program have represented the official
position of the United States Goverament. It s sbvious
that i the Polsdun Declaration signed by President Tru-
man, Prone Minister Attlee and Mashal Stalin, the thice
principal Allies wore seeking to canty oul the objectives
of that palicy. For povposes of comparison, the Declaration
is printed in Appendix € of this volume, ‘

The similantios will e apparent to any reader, So will
the differences, Both ought to be considered solely from
the standpoint of whether the comunon objective s
furthered ov not by any particular feature of the proposed
settlement. However, my aim i3 nob to argue with any
specific details of the Potsdam Declaration, but to state for
the country the philosophy which went inta the fornmla.
tion of American policy ombodied m the Dedarabion.

In writing this book, 1 have been motivated entirely by

the conviction that the parpose of our programm for deal-

ing with Geomany shoold be peace. And that should be
its only purpese, The peoples of the carth have a right te

il
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demand of their peacemakers that another eeneration of
youth shall not have to be maimed and die in the defense
of iman freedom, _

The hopes of mankind rest upon the peace which we
are now beginning to build out of the wreckage of Tives
and cities and nations, It is an awesome bt an inspiring
fask. It is for us, the living, to see to @ that our dead shal?
not have died in vain. Because | am sure that all eur hopes
and yeamnings for peace will fade and die unless we build
upan @ firm foundation, the foundation of an assured end
to German aggression, T have undertaken to explati in this
volume just what measures I advacate and why.

xift




Chapter i

THE ROAD TO WAR

HE BELLS OF JUBILEE RANG WILDLY
through balf the world, and all along the batile
front fighting men lifted themsclves out of the
mud, stood erect and breathed the aiv of peace. Bot on
his bed in a Pomempian hospital Corporal Adolf Titdles
wept with hysterical rage. For it was November 1y, 1918,
and Germany's new goverument of supposed democrats
had aceepted what the corporal considered  shamefuol
armistice terras, read ont o thenr in a coldly precise tone
by the Freoch General Maxime Weygand as thev et
aromnd the long bare table of 1 dining car in the Come
pitgne Forest. Twenty-two vears lafer that same General
Weygand's officers sat in the same dining car in the same -
forest, listening instead of reading a5 the conditions of
another armistice were pronounced, but this thne in Ger
man voices. The corporal who had wept in Pomerania
beamed and stratted for the newsieels in Compidpne,
What bad bappened to the wordds high hopes of
peace? What had happened to Corporal Hitled's feaxs?
So many precantions had been taken to prevent the Cer
mans from bresking out againt Bat something must havs
been omilted. Yot when s peace treaty followed the
ammistice of 1918, unly 2 few men Nk the implacable
Lorrainer, Raymond Poincare, President and later Premier -
of France, dovbted that the Tentonic meuace lad been
crushed. The Reicl, presided over by a Socisl Democrat,
1




GERMANY IS5 OQUR PROBLEM
the former saddler Friedrich Ebert, and living uader the
liberal republican constitution adopted at Weimar, was
an the mad to democracy, men said. She was disarmed,
and ae Allied commission had heen set np to sec that all
her strictly wav industries were disrmantied. She had lost
Alsace and Lorraine, Yhe Saar basin, other biks and pieces
in the west annexed to Belghum and Denmark; she had
tost parts of Silesia, the Polish Cornidor, Danzig, Memel.
Sha was bound to u beavy schedule of reparations. She
was nader ohligalion to deliver to the Allies for trial those
of her citizens who had plotted and committed the crime
of war, The Rhincland was occupied by Allied troops to
insure good behavior, and ncenpation of other areas might
follow bad.

But Germany kept intuct far more noseerful forees for
evil than those she Jost. She kept her people’s Tust for
conguest, her heavy industries, her gencyal staff, She kept
her shipyards, her rescarch laboratovies, her slmewd cartel
system. bhe kept extensive assets abroad, an Husion that
she had been betraved mstead of beaten, the know-how
and the skilled Iabor in ol the fields essential to war,
Upon this fonndation. she builk for war so skillfnlly and
camonflaged it s well at first that onlv a few reulists, dis-
missed oukside Germany as cmckpots or hate mongers,
were awiare of i Ooce the camoullage was thrown aside,
the wirld could hardly beieve its eves. Yet the relentless,
almost logical progress of 2 nation’s will to war had been
gotng on for years without # check. Cautious at fust but
gradually asecelerating, Geormany moved toward her goal,
She seomed mvineible untid she hit something even
ghronger—the British spirit of the btz in 1940; the Rus-

2
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sian spinit of Stalingmad and Leningrad in 1942.‘ These
were the high-water marks of Germany’s sea of blood.
How did the waves rise 30 high in so short a time?

‘The preparation for 1939 hegan even before the armis-
tive of 2018, That summer the military leaders knew ther
werg beaten, st least for the time being, To Ludendorf,
the staategist of German headquartors, August 8 was the
“Dlack day” of the Germuan Amuy, although the Allicd
generals were grimly preparing for a campaign of 191G and
even 39z, It was the German high command that engi-
neered the “revolation” which sent the Kaiser into exile
and brought forward a group of wnhappy civilians to take
the odismn of surmender, "The high command never Tonsed
its grip on the strings that controlled this and the sue-
ceeding puppet governments of republican Germany.

Before the Versalles Treaty was ratificd in 1920, the
German generals had thaught of and pat into execution
a device for evading the humdred thousand men Winitation
placed on their armey. They recraited “polics” who lived
m barracks, dulled like soldiers and wore military uni-
forms. The Allies protested, so the Germans, still caﬁtious,
changed the name of this special force. They did not
change its chamacter. Nor did they do anything to dis-
courage wholly illegal military organizations which kept
alive the warlke spint of vouth.

Within asetber- vear, Cermany was finding means to
avaid two other consequences of her defeat, By May 1o,
121, she had succeeded m getting her reparations bill eat
froms §s58.g biltion to $33 billion. Thirteen days later, the
German Supreme Conrt at Leiprig bepin s farce—
solenuly dubbed a trial. It was the Genman idea of a sub-
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stitute for the court martial of men sgainst whom an

Allied comnission had compiled “the most striking list
of crimes that las ever been drawn up to the shame of
those wha committed them-—the description ¥ that of
the comuussiom, The German government professed to

be helpless. It said it could not arrest these tndividuals for

delivery to Allied justice but it could try them at home.
The Allics agreed to 3 tosl case of twelve obsonre men
who were raised to the status of popular heroes in Ger
many because they were permitted to be porbrayed as
martyrs rather than criminals. They were ot put to the
inconvenience of martyrdom, however, for six were ac
guitied. attogether, The others received trifling sentences
worthy of a rather serions toaflic violation, and two of

them were permitted to escape before thelr terms were

up. That euded the “punishment” of war cominals. No
mote were brought to trial by Germany; the Alling did not
press their authority under the trc*ary to do the job them-
setyes.

Meanwhile, the couvession of German industry o
peace (and to a more modern war technique} was pro-
ceeding wmapidly. The Jatest types of formaces replaced
some rather old-fashioned steel mills that had boén good
enough for Werld War 1 but would not do in World
War T1. ‘While Ewropean tndustry was struggling to com-
plete reconversion ko peace—imuch of it had e he rebuilt
because of German destruction—Cermugny reached her
prowar industdal ontput by 1922 Kmpp and Thyssen
converted their heavy gun factories—the wespons they
could make were Qbsoim‘c anvway—and concentrated on
building up their modem plants for peace, These conld

4
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be producing steel for war just as well at any time. The
shipyards turned from subwmarines to merclunt vossels,
which seon were competing to advantage with the older,
slower ships surendered to the Allies. The chemical ine
dustries regained their place world cartels. And every
whee 1esearch into new war weapons and the tm;hniqués
for making them was carried on in sceret or camoutlaged
laboretories. A hidden general staff co-ordinated the work
of these recruits of industry with the regular army’s hune
dredd Thousand men who were being trained a5 2 nncleus
of specialists, Around them a mass machine would one
chay lL. assembled. It would then take in the hundreds of
thousands of Gerdnans who drilled enthusisstically in
sports clubs and longed for the day of real military train-
g, the airplane pilots who were being trafued - ‘vmad the
Cenman-owned industrics established oukside the Reich to
produce wpilitary nstrumsonts which the AThe had for
bidden fu Geromany.

Que of the supposed teasous for the spead-up of Ger
man industry and trade was the need to export in order
o meet reparafions pavments. A great part of thew was
crpected to come from a tx on exports. But althongh
Gemany's production was growing, the reparations sched-
ules were so far from moet that in Hhe whole course of the
struggle to collect, Germany actually paid ont Jess than
half us much as she received in foreign loans whick were
never ¢ epaid. By 124, the Allies had tried in turn fiendly
negotiations, Lhrcds and the actual gooepation of the
Ruhr by French and Belgian armies. Fach attempt added
to the peplexities of the reparations problem which

-
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balfed the experts. But the rosult of every procedure wag
simple. Nonie of them worked. 3
More was expected of the Dawes plan of Augost, 1924,
daawn up by a comnmitiee of specialists headed by the
Chicago banker and future Vice President. This program
assigned  specific Germar 1evenues to reparations and
established Allicd compussious and an agerd general in
Berlin ko suparvise thelr collection. But these officials liad
no authotty to interfere with German trade or fnance,

offered a formal opinion that any such interference would
“he illegals

Mot all Germany's preparations could be kept.seeret,
even in this earliost stage of the Reicl's march along “the
romd back.” Under the treaty, one of the three ocoupicd
Elincland zones was to be evacouted in 1gag # Germany
had lived up to her obligations, On Janwary 5, the Allied
governments sent g note to Belin declining the zene
would not be cvacuated because of fhese specilie freaty
violations:

1, Failure to demilitavize factories

2, Reeonstitution of the general stafl

3. Enhlistment of shortterm rocruils

4. Failure to reorganize the police

5. Refention of serpluy property
The most serious of thoese defaults was the frst, Trained
sedeliers and clever strategists are not so dangerous # tho
have ne squipment. Bat the oastence of a powerful in
dustrial mrachine leat strongth to cach of the other poten-
tial war forces in Gerhany, '

Tustead of dealing with the factories which were not
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dJemilitarized, the Allies staged onc of those full dress
interoational conferences which did so much between
wars for the business of selected resorts and so httle for
the peace of the world, This one was held at Locamo in
October, 1925, It was supposed to settle forever the then
boundarics of Gerinary on the wesi—bul not thé east—
and to be a trmrph of cooperation becanse Germany
was treated as anv equal. A month later, st guder the
infiuence of what was called admiringly the Locamo spirit.
the Alties bezan evacuting the fist Rlineland zone.

The next year Cermany entered the League of Nations,
where her chief xole was to discupt disarmament discus-
sions by arguing for equalilty of armaments, It became
plain that Germany did not want the world disared i
it mnchuded benelf; she wanted the right to budld her
arcs up to the level of any others.

Actually, sheé already was the strongest power in Europe,
Her strenglh was in stes] and coaly chemicals and syo-
thetics, electrie power and light metals—the real sinews
af mosdern war: But in December, 1928, the Allies declared
themselves satisfied with Cermun disarmiament, and on
January 31, g2y, the Inter-Allied Commissions of Cone
trol vure withdrawn, The only vestige of supervision peer
Gennany was that exercised by the commtissions watch-
g reparations. Fven this came to an cad when the
Dawes plan was replaced in hune, 1929, by one named
after Owen I Young, Hesides sealing down the Cerman
debt stll further, the Young plan abolished the watching
remminions. Probably they weee guite nseless since fhey
Were without authority o do more than weport, But their
depatture remaved Fac fast remmnant of Allied control over

7
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_ GERMANY IS OUR PROBLEM
German economy, even in theory. Then on June 30, 1030,

the last Allied troops Jeft Germmary, too, five vears ahend

of the time fived eleven years before in the Versailles
Treaty, \

The pace of German rearmament was faster after that,
For seversl years the leaders of iadustry had been giving
imcreasing yupport to the Nazis, Attacks upon the republic
grew more open and frequent, and as the depression dedp-
ened everywhere Hitler, whose abtmsction for a people
bent on war conld never be understood by pesceful
uations, came to power, That davy, January 40, 1933, served
notice on tha world that Cenmany wos commitied to con-
guest. The Iast traces of freedom were being stamped ount
mder. Naz boots; the last few Cermans who dwred to
talk of peace and mean it were fecing into exile or dying
hehind the barbed wire of concoutration camps, Genmany
was strong enough to assume the offensive. it care at frst
in the form of the world-wide propaganda of Pan-Ger-
wanism, in demands for colonies and boundary “rectifica-
ton,” in fierce economic aggression which brought smaller
statgs into the German trade orhit, in an almost open
campaign of stockpiling and Jodustrial  development.
Within six months the conrse was so plain that Douglas
Miller, United Stabes commeicial attaché in Berlin, wrate
on Avgust ¥, 1633, to bis supeniors that the Reich's Assist-
ant Secratary of Commerce Peder had expressed privately
the real Nazd aims, The fust two were:

1. Breaking the Vosseilles Treaty

2. Restoring Germany's military superiority
Faster and faster the Third Reich sped down the road to
war. The milestones fashed by, January 13, 1935—Saar

g
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plebiscite. (Coal and a busy hive of factories came undex
the swastika that day, a5 in accordance with the treaty,
the people of the basin voted whether to return to Ger-
pany, breome Trench or remain under League of Na-
tions coutral.} March 16, 1935—Conscription. {Start-
ing off with one year's military training for every wale
youth, in August the term was raised to two years. Feder's
first point had been reatized; the second was on its way to
reality.) Juoe 18, 1935-—German Navy reborn, (A treaty
with Great Britain anthorized the Reich to build warships,
even including submarines, up to 33 per cent of British
tennage, It was the same watio that Prance with all her
colonies had enjoyed wnder previous naval linitation
freatics.) March 7, 1936—Rhineland reoccupied. {With-
out any oppusition the new Geman Army werched into
the district which by treaty was to be fovever demilitarized,
and soon the Siegfried Line, before whose guns Ameri-
can boys were to die by thousands, was being traced along
the border.) Septomber . 1936—Four Year Plan. (This
was designed to make Gennany selfsufficient in the raw
materials of war. When it was coropleted—and i it conld
be done in three years instead of four, the Germans liked
it better—the Reich would be ready to strike.} Wevember
25, 1936—Rome Bertin-Tokye Axis. (This pmticular dute
marked the signing of the Cenman-Japancse treaty. The
Axis was completed by the sigmative of Ttaly a Witk ke )
July 24, 1957~Indusiial “drait.” {The formation this day
of the Hermary Goering trost, which wa to swarm over
all German war industry, was the signal that factories
were being mobitized.] Mawh 13, 1938 —Anschluss. {As
the Nei teror struck Austria, as @ new crop of exiles
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and martyrs was harvested, the world began to beliove
Hitler really meant what he had been saving, but the
German race toward war had gone into its final spring
now.) September 29, 1938—Murtich. (The name was to
become a shameful svnonym for appeasement. The date
Cwas the twentieth apniversary of 4 conversation in which
Hindenburg and Ludendorlf told the Kaiser that the jig
was up this timwe, that be would have to ask for peace.)
March 15, 1g30—Prague wken, March 22, sggg—Meme!
anncxed. April 2§, 1939—Polish treaty denounced; British
naval treaty denounced, August 23. r1939—Russo-German
pact. September 3, 1930—~WAR,

Somewhere i Germany, fanatical voung corporals—
perhiaps cven privates and sergeants, too-—are weeping a4
bittesly as Hitler did in 1038, Soon, Hke him, they will
be dreaming of another chance at world conquest and
seminding each other in beer halls and shabby cating
places how sarrowly they missed suceess this time. They
will get that chanee if the United Nations merely ropeat
the controls that proved so Incffective hefore. For the
industrial leaders of Gesmany alicady are laving their
plans. They did not even wail for final defeat in Woeld
War I Defore beginming to mobilize for Workd War FTL
Fhus is mot a guess bosed oir past performances. It is a
proved and documented fact. One of the docwments is a
report of a meeting i Strashourg as long ggo as August
19, 1944 of the principal German imdustrialists with inter
ests m Iremes. 1t was supplied to our own army by a
Frenchman who attended and {or whaose fmbxhls mili-
tary intelligence can vouch. Tt was submitted by the

10
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Oiffice of Assistant Chief of Staff, Gz, of Supreme Head-
guarters Adlied Expoditionary Force,

At the Hotel Rotes Haus that day gathered the rep-
,-L-\-f_-ni.lﬁms of Krupp, Roe}xling? Messerscheatrt, Rhein-
metall, Flecho, Bussing and Volkswugenwerk-—an fmpos-
ing segment of Germun heavy ;udmi"y ’xi\o present wers
engineers from big factories fu Posen. Also officials of the
mval and armaments nunsivies. Dr. bchcfd, who held high
itk in the Nazi 88 organization besides being director of
Hecho, presided. He advized the others that “Cerman in-
dustry miust realize that the war cannot be won and that
it must take steps i preparation for 4 postwar commercial
campaign.” The steps weore to be alliances with foreign
firms, as individuals $o ay ta allay suspicion, and ground
work for big foreign credits to Cemmany, The report adds:

A exumples of the kind of penefration which had
been maost oseful in the past, Pr. Schetd cited the fact
that patents for stainless steel belonged to the Chem-
feal Foundation, Ine., New York, and the Krupp Come
pany of Cermany jointly and 2lm%: the U S, Steel Cor
_poration, Camnegie Hiinois, American Steel and Wire,
Naticual Tube, eh. weve thoreby under obligation to
work with the Krapp concein. Ue also cited the: Zeiss
“Company, the Leica Company aud the Hambure
Aserican Line as frms which had been especially effec

Ctive in protecting German mtergsts abroad andt gave
their Mew York addresses to the industrialists at “ihis
megting.

A more seleet session for the rt;ncsmmme" of Bropp,
Hecho and Roehling followed. Apparenily its main pur
pose wus to permit the Armaments Ministry official to
inform theud that they must be prepared to finsnce the
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GERMANY I8 OUR PROBLEM
Nazi party as an underground movement after defeat, in
emulation of the French Maquis, The industrialists were
told to follow this program:

First, secure ample funds abroad, for which purposs the
Nazis were relaning rules agaist exporting capmﬂ These.
funds are to be at the diaposal of the Nazis in their under
ground campaign, {but the industriakists will be repoid by
congessions and ordess when the party comes back to
power.) Two Swiss banks through which operations wmay
he eonducted were named, and the possibility of ARG
ing a Swiss dumamy at a cost of 5 per cent was noted.

Second, eacl of the big German factories was to create
a small rescarch bureau that had no ostensible connection
with the main plant. They were to be hidden in the cities
or comounffaged i villages nesr water-power sifes under
the guise of studying hydroelectric resources. All plans,
drawings and documents needed to conthne research ko
new weapons of war were to be turned ever to the bureaus
but, they “must not be allowed to fall into the hands of
the enomy.” Each burcan alse was to have its Haison agent
with the Nazis.

Third, while the Nazis recognize “that certain of s
hest known lenders will be condernmed a5 war enminals,”
the industrialists are to find safe places i the research
bureans for “less conspicuous but most mportant mew
bers.” -

In this face of such planning, the road tu war cowld not
be blocked by the kind of controls the Allies imposed last
time, even if nore rigorously applied. In the light of s

- tery and what we know of Cerman plans for writing an-
12
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other cliapter of huistory, we eould }ocxk forward to this
mrt of 1;3;”«'ngmw

. Desttuetion of all German weapons aud military in-
mlhtmus But they would be obso'iebe before the Ger
roans would want them aoyway,

2. Confiscation of the German merchant feot. That
n'rhm[ly compels the Cermans to build newer, faster and
better ships which can enjoy # competitive advantage on
important tade routes.

3. War factories to be dismantled or convered to
puacetime produetion. The United States ks demon-
strated with what speed these factones can be pomverted
back again and how much basic pmdtmhon # the same
fier |‘a DG OT WAL,

4 Contral copumissions fo seatch for g period of years
b sec that ne munibions are made. Batb the United
Nations would get tived of watching and inany case, the
factorics would be ready for conversion as soon ws the
term of years expired.

e, Restitution of toof, 1t is an likely that much of it'can
he nhmuﬁefj, but it would haedly slake the German thirst
for mere oot later.

6. Réparations for the devastated countries in actual
materials rather than money over a perind of years. This
sounds jusk, but it could further strengthen German ine
dustry and tend to weaken the industry of the recipionts,

7. Allied control commissions to supervise German
cconamy in the interest of collecting reparations. Measures
to be taken would be a frutfnl source of interAllied dis-
putes and would saddle the Allies with responsibility for
the Cermnan economy,
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8. War crizminals to be tried by ap international tribunal
under democratic court procedures. Germany would reap
a erap of martyrs, for the trials would be a sounding board
for Nazi dogma. )
q. Nazi party and all its affitiates to be dishanded. Bat
no om conld prevent new organizations nuderground.
1e, A democritic form of goversment o be given to
Germany, However, by its very nature democracy cannot
be given; it wust be worked for by any people who achieve
i, Furthermore, the tmposition of a democratic form of

government would saddle it with the blaue for incvitable
Genman hardships and make the very ides of demoeracy

wvers mare ditasteful to Germans than # 1 now.

1. Germany's Foreign assets to be turried over to this

government and thelr we controlled by the Allies. That
brings Cermany back inte participation in cartels or any
otler taternational business organizations aud offers her o
chance at HEW ECONOMIC AZgrossion,

12. Re-education of the German people by the United
Mations. What educetor wounld undertake to find {he
nomber of gualibed teacters needed? What educator
would make the wiguakified statoment that any foreign
education can be lmposed successfully wpon sixty milllon
people?

13. Oecupation of Germany by Allied troops, especially
Americans, for a period of vears, I the troops stay long
enangh, they tend to absorb sympathy for the ocoupied
fertitory or even the ideas of the people among whom
they live. The memory of injury fades, and the desire of
men fo go home is always strong, 0 that probably the
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accupation wenld become mdre relaxed and frally end
shead of time, just as it did before,

14. Cession of important arcas to neighboring conntrics
and perhaps even partition of the halance. Well, we
lenned once how rapidly ceded arcas can be faken back,
atonz with more than the original loss, once a rearmed
Cermany is on the mach.

On those fourleen points, pessimism &5 justified, But
fortunately there are other points. The wisdom aud in-
genuity of peaceful men in dealing with Ceunany was not
exhausted between 1618 and 1939, Them are ways of at-
taining the objectives for which we have fonght, provided
the abjectives are not lost to view i a fog compounded
af the mists of sentimentality and the soot of “practical
diplomacy.” Peace is our goal, peace in which the wonders
of the modera world can be pat to the service of nun
instead of to his destruction. For the first Hme in human
Wistory we kuow enough and are skillfil enoagh 1o feed
and clothe and house all the people of this carth, There
o even be something over for fun and comforts and
health. Ouly i we have peace, though, will these remain
possibilities,

Se, first things frst. Befare we can go forward to fulfill
the promise of peace, the threat of war must be taken
away from our backs. In our time, Germany has been the
chicf nation to make that threat seriously-—with Japan ¢
cdose second, of course—and Gennany has pat it into
eneention twice. A third time may well be fatal to efvili-
wition,
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Chapter 1I

A PATH TO PEACE

Y OWN PROCRAM FOR ENDING THE
menace of German aggression consists, in ils
simnplest terms, of depriving Germany of all

heavy industries. The reason for sclecting heavy induss,
tries is that with them Germany can quickly aud terribly
convert once nore to war. Withowt them, no maetter

how savage her aggressive abms may be, she cannot make

Sar.

For longer than lving men cau remembes, the greates|
threat to’ prace anywhere i the world has been Ger-
many’s fust for armed conguest. Fwen more than the
Geeman Aumny, that lost has found its release throngh
German heavy tndustry. It was done s twe ways, both of
which will be rot only possible but probable ugain if we
pennit Genmany o retsin the basic means of aggression.

First, of course, was the actual manufacture of the
weapons of wodern war. The guns, planes, tanks, sub-
marines which 2 Cermany with heavy fndustry conld
prodince fifteen or twenty vears from now wauld be a5 fa
beyond present weapons as ours today are heyond those
of 1917, We had just a taste of that felure in the jei
planes and buvx bombs of last year. If Gereany keeps the
megns to perfect such weapons, she will ase them,

The weond role of Lieave industry in the Germuan plan
af aggression was and will be econemic blitzkrieg. This
can be and has been as demonilising s the militagy
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;Jrf,;g-§¢. The heavy hand of Cenman power was laid upon
the economy of her neighbors—aad throughout Europe
industrics withered, scarcity grew, fear maitiplied.

.J‘fny country's war potential these davs can be measured
b.y its h'mvy ndustrics much more accizmtdy than by the
sice of its army, navy and air force at ANy given moment,
In "{Qu: years the peacciime industrial saching of the
Fjﬁn4tecl States was converted inte a weapon that dwarfed
Gemmany’s once famous Luftwaffe, Welrmueht and the
est. That fact, however, only Jends point and ewphasis
o ihf: equally pertinent fact that Germany’s induostria
muchine in not much more time was converted into a
weapou that erostied the proud French Army theoretically
sife behind ity Maginot Line, Soldiers uzide:smnd-' this
ey well, For every Big air maid on a fortress or any armay

camp that we used to read about in the TICWEPAPETS, we

Posaw accoumdy af h irected aomainer .
dum-;’;} oo }md?-“@df dnrt"ttcd agamst moportant in-
3 centers. The Allied high command knew where

| Germany's real stren gth Tay,
| aceordingly,

and pourided af prosluction

'That Pemg 50, it would scem sather obvious that o
(_hsas;m Germany in any yeal sense of the word is to re-
move the industries that would muke rearmament pog-

i

sible. Tt is ail very well to confiscate guns, phngs, tanks
swbmarines, military installations 4ud 50 'zm. It Jis eas';x;
more portant to remove or destroy the German plants
where new and more bonifying weapons of war conld he
forged, Tt 15 most mportant of all to keep those planis
from being rebuilt. L

Cennany’s real armament is g triple theeat of metalluy

gical, chemical and cleckrical industries, The prewar Reich

17
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dominated Europs in those fields, Therefore, she domin.
ated Furope militarity as well, until she challenged evey
greater industrial powers. Without these factories, the
Germans could not have indulged their Tust for songuaest
i anrg of 1g39. Without these factories, they could ot
do it again. The specific factories which will abways be 2
threat fo peace in Genman hands are

1. The Metals Group. Blast Purnaces, open hearths,
Bleoming mills, forgds, rolling wulls-—all the plants used
in turning ieon ore into fnished primary fron and sted
products—operate exactly the same for war as for peace,
To carry througl disarmasses! of Genmany in this gre,
she must be deprived not culy of these basic establish
ments bat also of all factories capable of misking machine
tools, airplane engines, airplanes, locomotives and other
heavy ratlroad equipment, Diesel engines, stedd rails, heavy
tractaws, automobiles, They can be converted to war too
fast for oy safoty,

2. The Chemical Group, Those plants are the source
of Germsiy's explosives, rubber, gasoline. They were so
important a weapon that their development and operation
were largely supervised by the Anuy, even before the ad-
vent of the Nazis. In removing all heavy cheamnical fae
tories from the Reich, it would be necessary to deprive her
of her position in international cartels in this Geld. The
production of such items 35 phamaceuticals might be
perazifted, as i can be carved on m small upits which
need not beeoine a dunger, However, the ftoms permitted
st be carefully selected, bearing i mind that a perfuroc
factory, for example, can tumn o the monufacture - of
poison gas without sy conversion problewm ab ofl

18
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3. The Electrical Group. It is more than a coincidence
flat “power” has become a synonym for electricity. Of
ghat kind of power Germany should be perniitted tg e
tain enly 80 mach as she needs for her household and
reduced industrial needs. The tremendous loads that-’ipmv
duced alsminum and magnesium would be URRECESsary
for her, since she would not be permitted to retain any
machinery to make the light wetals which can se easily bfs
fabricated into plines. Nor would she be allowed pilmis
for the manufactare of dyoamos, turbines, cormunica-
tions devices or electronic equipment. Factories caiﬁéble
of producing electrical goods no more deadly than toasters,
vacunti clsaners and hair curlers, would be left.

I de-industrializing Genmany, the factories taken from
hes would be rebudt in other parts of Burope. They wauld
coustitute some reparation for demage done, but they
would also hielp balance Burope better industrially so that
the Continent need never agatn be overshadowed by the
machine power of a single nation. Devastated countries
should have priority in ehiming Germany's industrial
Equipment.

Until the ime of the Potsdam Conference delay was
the chief danges, Tt was necessary to the success of the
program that cach country shauld have a limited Hme to
dismantle and resuove what it wanted from Germany, It is
oW equally important that any heavy industry remaining
anywhere in the Reich shall be destroved tnmiediately.
~ There have been transfers of industry quite as spectacu-
ficand as difficult as this, Gennany herself moved a whole
group of war indusiries from her western borders into
Silesia and behind the Sudeten mountains in an effort to
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escape air vaids. Cerman war plants in Ausiria and
Moravia operated with heavy machinery looted from
France and Poland. Nor has the ability to move heavy Hembuch

industry over the landscape been a Germuant monopoly;
Russia took many plants apart in the face of advansing
Cerman armies aud pul them together again hundreds of
miles away in places whose people had hardly koown
what # factory locked like. America has shipped whole
factories overscas as Lend-Lease. Ching moved hundreds
of establishments into the intemior on the backs of men,
wornen and children,

Machinery can be moved or braken up for scrap; build-
mgs canr be demolibhed; workers can be sed to other jobs,
But coal in the grouad is nab 3o casily disposed of. The

- Ruhy Valley had 70 per cent to 8o per cent of Germany's
cosl “production  (not including lignite}. Furthermore,
Rubir eoal was especially well adapted for coking and
therefore for steelmaking, The existence of this coal was
the reason why the Rubr heenne the greatest single indus-
trial conter in Furope. And coal i3 the foundation, oo, of
a great deal of Cermany's clectrical and chemical progeess.
It would probably be the magnet drawing to itsell any
future Gemoan effort to te-cstablish heavy industry. Even
after the removal of alt Ruhr Luctories that escaped de-
straction in the war, the mines would remain a potential
source of German resmmarnicist. _

The coal cannot be taken away from the Ruhr {exocopt
by the tainload as it is waned}, so the Rubr should be
taken away from Germany. Annexed to any other country,
it would be a perpetual storm center, but it eould safely
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e p!urcd under the control of a governing body sstab.
jighed by the Ensted Nations.

The exact form and personnel of this commission may
el be Jeft to the Allied leaders. The extent of its author-
iy is more important. As the government of the Rulir,
it would berome the legal owner of the coal ficlds in per
petuity. It wonld exercise police powers and all other
adminstrative functions. Ity first obligation would be to
see Ut no Rulx ceal is ever wsed to set up new heavy
ndusiries, whether within the valley or in some other part
of Germaay. The second responsibility would be the use
of Ruhr ¢oal for the benefit of Evropem reconstraction
and development gencrally,

OF course, 5o German should sit on the Rubi's goverse
ing commission. In fact, no Genmans should be left in the
Rulir ot all. Their presence would lead to a repctition of
the difficalties encountered in the Soar after World War
I. The Rohr must not be tied arovnd the neck of the
wotld secunity organization, as the Sasr was bound to the
League of Wations, The promise of a plebiscite after a
tern of veass, which belped disrapt the Saar setthement,
would not be necessary in the Ruhe The people would
not be under alien nile because they would not be thers,
Their places wonld be taken by Frenech, Delgian, Dutch
and other workers,

The exodus from the Behr which was caused by Allied
bennhing was a more difficelt cxperience for the Germans
than their transier in tme of peace, It is unfortunate that
sapany of the were permitted to return, But the world
cannot afford te have sueh 3 dangerous weapon g5 the
Rulir in German hands. The miners, factory bands, frans-
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portation and service workers-~the whele German popu-
latior—would be centributing their bit to a sound Euro.
pean settlement if they were senl buck fo seck their liveli:
hood i the farms and shops of a de-ndustriglized Reich,
Muost of them probably would become workers on the tand,
and as such 2 far ess potent foree for wac than they have
been these last two generations,

As helplnl to the case of peace as the removal of these
workers will be the passing of the Cerman hesvy indus-
keialist, T the past, the steel, chemics]l and electrical
tyeoons have been the most pessistent allies of the militar
ists, With the destraction of their factories in the Reich,
they will lose power.

One other losphole for German heavy industey and
fubure Cerman azgression vewssing, That i the Cermane
controlled facmry ahrcmd tinked to the network of Ger
man foreign trade. Steel wills i Sweden, machine tool
plauts I Switzerland, a chemical industry in Argenting
might serve a new set of German war Jords almost as well
as the Krupp Woks at Dssen. This & no lanciful fear
conpured out of 2 fevered fmagination. H i3 a very resl
threat and one which the Gemmans brought into veality
with deadly effect in the past. The United States Senatc’s
Kilgore Comunittee, after a careful stady of this whols
problem reported that after World War I

. The fims of Carl Zeiss, by creating a manuefactur
ing s subsid hare in Holland, was able to evade the pro-

Wibition on the mannfactue of military  optical

instruments, such as vange-finders and perisonpes. The

fum of Friedrich Kwpp nulliffied o rostriction on the
manufacture of anmamoents by gaining conlrsl of Bofors,

a Swedish armament fin,
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‘The same pattorn developed fu the closing months of
the war, as the Nazis recoganized the inevitable, The meet-
g of the German dndustrialists w1 Steasbourg’s Hotel
Rotes Haus in Awgust, 1043, was only one example,
snongh others were bronght before the Kilgore Commnit-
tee to ingpire the charge:

A

The German aggressors have bogun to pursue 4
strategy which t‘h&,y immd suceesstul 4 quari'cr century
ago: they are already deploying their economic reserves
thrnmhout the world in preparation for a thivd attempt
at world domination. They plan o resnme the old con-
merctal pattern which served them so well. We must
wsure that in the defeat of Germiauy the economic
forces of ageression will be forever eliminated along

=t

with the military forecs.,

A practical program for warrying out this Senatorial

recorpmendation would have t” include:

1. Seizure and dispasition of German assets abroad.

. Prohibition of Gesman investment i foreign coun

tries.

3. Striet United Nations control of all German credits
wbtained by exports, by inheritance or in any othe
way.

4. Similar control over all Genman foreign exchange

opetations.

Prohibition of German participation in intermational

cartels. {This is apart from any other selution of the

cartel question. )

6. Elimination of German ownership of property in
neutral counttries,

(2]

1

Under the Nasis, Germav business assets abroad never

waie considered as the private property of their owsers but
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25 @ weapon of economic aggression, political inferventicn
or wilitary preparation for the German state. The state
ducided just what business its citizen might keep abroud,
Then the staie told him what to do with it. One group
would be kept operating at enormens Joss {met by do
mestic subsidies) to draw 2 foreign nation’s coonomy of
part of it ander Genman influence. Another would be
commanded 1o use its funds for propaganda, espionage,
sabotage, bribery or some other foun of political penetrr
tion. Still ancther would be the medinm for stockpiling
materials needed fn the coming war-—oil, rubber, nickel
hungsten, ste.

The effect of this was so obviously dangerous that six
mouths before Peart Harbor, on ey recommendation fo
President Rooseeelt, the Treasury “froze” all German
assets 11 Bhis country. Most of the other American re-
publics followed our example for their own protection
from the Wass, [f these Germans could ortate so much
disturhence in g mwre powerful country an occan away
fiom the center of Nawi infection, it is plain with what
devastating clicet theic trading ethics and assels could be
wsed upon relatively helpless nations wilhin easy bomber
rnge, Confiscation of these msets—with the owners com-
pensated in moarks by Germany—would prevent theit usc
for a Gemman campaign of revenge. Distributed among
nations despoiled by Germany, the property wonld con-
stitute partial compensation for damage suffered,

As it is not enough to destrav Gerpan war industry
without making swre it cannot be vebuilt, so the possible
venewdl of Cerman econpmic aggression must be blocked

at the source after the carrent assets are confiscated. Chat
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sght ownerslip could be teplaced by the contml of 3
domirant trader, whith would permit the Reixh o
attempt once mote the purchase of wmilitary supplies.
gnd of men’s consciences.

Oue preventive measure is Allied control over all Ger
nan forergn exchange transactions. The Germans perfected
the use of such control ss an instrument for war. Funds
for foreign purchascs were allocated to items that would
help the German war effort. They ordered profits used to
buy war supplies or prapaganda or a shipload of butter,
The same controls may be used to make Geramny’s forelgn
trde an instrznent for peace. 1L wounldd at least enable the
Allies 1o be certain that a tractor ostensibly meant for farm
wst docs not have o motor powerful enough to Tl the
higzest type of feld gun.

Isclusion of Germany from cartels is an obvious lesson
of experieince. As oue specific example, the production of
magnesiwn in the United States was Huited by cartel
agreements 50 that even under the spur of the defense
emergency our oatput had gone up fom 2,500 tans to
only 5,680 while the Genmans were tuming out 19500
tons. It was this sort of thing which prompted the Kflgam
Commsittee to declare:

Almost amediately, as # consequence of this unholy
nﬂiance between Hitler and the cadelists, Germany's
plans for cconomic warfare, aimed at wltinmte world
daminabion, were expanded. The Cermen Govenunent
became a silent partner i the multitude of cartel agree-
wents goong Gennan, American, Brilish, French and
athier concoms with which Cerman industry bad estab-
lished cartel refations. ' ’ ‘

Under cover of cartel agreements, Germany pone-

277




GERMANY I5 OUR PROBLEN

trated the economy of other nations, ducluding the

- United States. Usng their cartel affiliates or subsidiaries,

German indosteialists built op s network which fme

paired the production of othey nations, obtained sourees

of foreign exchange for Germany, gathered econemic
intelligence and spread Nazi propaganda,

The argument against sifempling to control another
nation's cconomy downt to the last detadl is that even with
whole armics of inspectors and techniciams it is shmost
impossible, ns the Nazis found in the countries they
accupied. Applied to the mtersal economy of Germany,
this is 2 sonnd argument. But forcign imade is another
wartter. It can be controlled by o few key people i a fow
key places. The two problems are as dilferent as collecting
-& naton's internal revenoe and collecting the customs.
The United States needs fifty thousand persons for the
fost tasks the sccond s efficiently performed by eight
thousand,

- The elimination of Cerman beavy industry i no hate
campaign, The wordd has seen eoongh of hatred, and the
United Nations have no need to adopt the policy of thewr
enemies. Nor is the progran @ papacen for peace. 1 i,
however, an essenbial profimimary to peace, To realizabion
af the ideals for which the United States has fought, to
the security of all nations {even including Gennany), and
to that better world which the sacrifives of all peaples have
entitled them to expect.

© What ta do with Germany ks still the fist of the big
postwar questions the Upited Nations muost answer, The
right apswer will give ws 2 tremendous Lft loward the
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grainment of our other aims—ioward what Woodrow
Wilson called a “community of power” to replace the bal
suce of power and keep the peace, toward the increasing
cwchange of goods and ideas among nations, toward the
continuance of full production and full employment at
home.
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Chapter III

A STRONG EUROPE
IS BETTER THAN A
STRONG GERMANY

HE END OF CERMAN HEAVY INDUSTRY

will do move than relieve the world of an intoler

able fear of renewed aggression. It will zelieve all

Europe of the iron bonds which were ade in Germany

to conbne the industries of the vest of the Continent

within small, unnatural Umis, Onee set frec from German

clains, European mdushry in geveral will soon far more

than replace the production taken from the Reich. The net

result will be more steel, chemicals, electrical equipment,

sore jobs apd fatter payrolls, in short, a rsing staudard

of Iiving for all the people in Europe, not just sixty mil-
Hon Germans.

The notion that German heavy industry Is fndispensable
to the well-heing of Furope is a wivth sedulously nurturcd
by Genman propaganda over many years. Among those
who are trying to keep it alive today are the men who did
business with the Cerman cartels in the past, to the profit
of themselves and the ruin or near ruin of thelr own
countrios,

But examined in the lght of prewar facts and postwor
probahilities, the theory breaks down ab every point, In
its place are the realities, which prove:

30

A STRONG EURQOPE IS BETPIER .

1. That Germany filled a relatively small proportion of

Lurope’s nends, : :
2. That these needs could readily be supplied by other
uafions.

. That if efficiency and common sonse had been Hhe
anly factors, other natians would have been supply-
g thew long since. They were hampered by mthless
German trade practices. ) '

4 That Germany absorbed a relatively small amount of
Europe’s {and the world's) exparts,

. That ber suppliers will find even hger markets when
the industiy of the Continent is better balanced than

it o be under German domination.

6. That Germany berself can achieve a fair Tevel of pro-

perity without heavy industry.

7. That removal of German heavy industry will help

develop the industries of othet nations aud resalt jn
a higher stundard of living for Europe, making her
a better market for {and neighbor to) all the rest of
the world, . '

s

h%s |

The advocates of a Genmany strong in btavy industry
wstially assert that such a menacing colossus is necessary to-
“European economy” or at least to the maintenance of
“eoonowic equilibsivra fv Burope” Actually there is no
“Liropean economy,” certainly not in the sense that there
o2 United States economy. Some thirty countries in
Fuwrope have their separate economics, and a great variety
of themn, t00. As for “economic equilibriam in Europe,” it
fas been upset 4 great deal more than it hay been stabilized
by German industry and its overlogds,

In point of fact, Germany never did supply Europe with
very souch ron and steel, metallurgleal products, chemicaly
or clectrical equipmment—the chivf items to be forbidden
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- GERMANY FILLED ONLY A SMALL SHARE OF
EUROPE'S NEEDS IN 1937
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her. In her best years of cxports, 1y2g and 19737, she sold

¥r75.000,000 worth of these products tu all the countries
of Burope put tugether, Forope's total imposts {excluding
Genrauy) were $igao0,000,000 1 1937 sad Germany
wipphied $1,000,000,000.
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Even Germany's 12.2 per cent of the European marker
was achicved by lavish use of those trade practices which
the wodld hopes to abolish in the terest of peace and
prosperity. Even belore 1933, ‘Cenuany gave goverament
aibsidies fo stimulate exports. After Hitler came to power
the subsidics rose & fantastic heights. Clearing arrange-
ments, multiple carrency wmaneuvers and foreign exclunge
discrimissation were used as part of a systom to force other
countries to buy fu Cermany. If they refused, they lost the
Corman market for their own products.

Under any kind of fair competition, Gennany would be
Jucky wfter the warn even f hor factories could be re
built apd reconverted quickly, to each much more than
hall bet prewar exports of the products of heavy indus-
tres. Perhaps Sqoaconoos worth could be disposed of
without violent artificial aids. In the proportion of ex-
parts in Genmany’s most successful vears this wonld be
divided:

ron, steel and other metal products .. 3 72000000
Slachinery {except electncal} ........, 100000000
Fleotresl equipment ... . . ... 48000000
Chemdeals ... o 48000000
Automobiles ... e 22,500,800

The idea that these amousts could not be supplied by
plants which will be established outside Germany and by
existing industries in Ewrope is fantastic. Butb even #
Europe could not Al the gap, the British and Americans,
who have greatly increased théir plack capacity during the
war, conld easily serve this nyrket. The whele amount i
abagt 4 per cent of the minimum estinates of postwar
United States exports nnder full production.

It is fopossible to measure statistically st how much
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German oppression prevented the rermal, natural indus

trialtzativn of other European countries. Cartels were the.

chief weapon, reinforced by export subsidies, special kinds
of currencics and clearing agrecments. '

Clearing agreements were bilateral armngements osten-
sibly designed o provent exchange Hnetuations. They did
it by carrying on trade between the two countriss at an
agreed rate of exchange without sither wsing the curmncy
of the other. Fach set up a cleanung ofhee, Importers
paid to this clearing office in their own currency. Exporters
wore paid by the clearug office, also in their own cur-
repcy. ba the long ron the amseants bad 1o balance zs
between fmports aned exports anpd a3 between the dwo
countrics. A typical bansaction between Germauy and
Poland would work out Lke this:

& Pole sells a Geman a tratoload of Himber.The Polish
clearing ofhice pays fs citizens K zlotys; the Genman thnber
buver pays his clearing wffice w marks, fn order to get
its mouey back, the Polish clearing offce has to be sure

a Pole buys something i Germany of the smae value as)

7;,_

the timber—automobiles perhaps, When the Polish dealer
buys Cermman cars, he pavs zlotys into hiy own clearing
ofice; the German clearing office pays the Cerman car
mranufacturer off o warks.

it sounds lke good business uatil one of two things
happens—imavhe both. Cennany frars Poland wmay be
metorizing her army with the automobiles or getting too
strong with German steed and dosists that Poland take
hirmonigas of Christinas tree docorations. Qr the Paolish
dealer muy prefer to buy Ametican cars beeause they stand
up bettes under Polish oad conditions, '

3

vatural growth,

A STRONG EUROQPE I5 BETTER

Fither case weakens Poland and vsually ina vital indus-
trin] point. She lakes hanmonicas instead of building up
Ler industry becawse she bhas the money standing to her
credit i Germany and cannot wse it any other way. Or
she has to foree the Polish dealer to buy German fnstead
of American cars either by o diseriminatory taxft, import
quotas or exchange controls. Even if Poland wanted to st
up automobile plants or machiney factories of her own,
she would be hamipered by the need for taking Genman
producls throngh the cleating agroemunt.

Mulbiple marks achieved the same ends through # differ-
ent device, Germuary woudd make paymends o foreign
creditors only in special kinds of marks. While the officil -
mafe wias 40 cents, theie was a teavel suark guoted at
aboul 15 cents; good only for touost travel in Goanany,
Other types of maks sold at even lower prices. They were
cupendable only for the purchase of German goods by
forcigners who had made special arrangements. This i
effect made the German products cheaper. Foreign holders
of these marks were tempred strongly to get machingry
Lionr the Reich instead of from their awn srannfactuvers
ot from another country which did not offer this heibe
of bargain-basernent currencies.

Faport subsidies achieved the identical purpose, Part of
a special tax placed on all Cerman industoies was vsed
subsidize exporters, who could then undersell any local
manufacturer in Eorope in bis ownomarker, The Genman
couid either drive competiters out of business or force
thein into agreoments o restrict their outpub. In eithe
cise, European industry in genezal was stupfed in it

o3
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But the réally big thing was the intermational cartdd,
through which the power of other nations to defend them.
selves was weakened. 'The United States was not inrene,
Because Germans could force even United States nlu
mii, optical goads and chiemical giants o restriet theirs
volume, ferritories, prices and new prodocts, the Gernan
Army felt itself alde to make i bid for world conguest,
Powerful as we are, the Genmans succeeded in fmposing
apon us, throagh the wmedivm of our own international
industrialisls, restrictions oa the produchion of vital war
matenials. Before we could get rid of the deadening effect
of the German contyol in our own back vand, we had lost
months at 2 skuge of the war when seconds weore eosting
Prves. For those were the mouths when the Japanese were
sweeping 1o the shores of Aastratia, the wonths when the
Cermans drove to Stalingrad, the months in which Rone
met pushed iz desert anpies ahnost fo Alexandoa,
Germang dommated the cartels and used them for war,
aob becanse they were wiser or strouger or wesithicr but
because they concentrated v building for aggrovsion. Cer-
san members, who viduzlly had thelr government as a
silent senfor partner, were wainly bent on canying out

“that government’s aggressive policies. Dther nationalities,

joined the cartels for strictly business reasons. The German
was Hnked wirhe his govesnment inoa compagn of eco-
noniie conguest. The Ainedcan, ot the other extreme,
wis frequently defying bis goverument and in any case
concerned solely with the cortel 25 9 means of naking
money ar eansolidating dustrial power. Thersfore the
German bad o clear field for deploving tndustry as an
- auxiliary of the Asmy. Their collesgues in other covniriey

QTRONG BURGFE 18 BETTER

were usuiy satiafied with profits, freedom from competi-
ton at l{gialnc and at most a shate of foreign markets on
o comfortably armnged basis to keep prices up.

The word “cartel” s used rather indiscrisinatzly, often
merely s o tenn of abuse. Strictly speaking, it is an
orgmization by which producers in 2 given Hne combine
bo cary out 1 common policy of production, prices or
sales, 1t is frequently meant to apply oaly to oo arange-
ment by which producess restrict thelr output. [ either
case, the members wetain mdividnl identity although the
cartel scts production quotas and prices, divides exclusive
perritories and  sometimes even operates branch  planty
sndd sales offices for all members jointly, 1

For the most part, cartel agreements are fllegal in the
United States. In Germany they are not only legal bat
since 133 compulsory n many tskances, They have been
rigidly controlied and suporvised, as was all business, by
the Ministry of Feonorue Affairs, so the goversment really
dircets their policies. Between the would wars, some two ur
three thousaod cartels were orgamized in Genmaay, More
than one hundred operated on an intersabional scale.
These are the ones that camed on Germany's prewar
ceonosnic hostilitics. The extent of thelr opcerations can
be seen from o Treasury compilition of Genuan sab-
sidiaries and afliliutes tn jnst siv eoantrics—Turkey, Argen-
fina wnd the Furopean neutrals Porvtugal, Spain, Sweden
and Switzerland. The list, mostly fms controbed by
Genman cartels, containg 750 names,

Just tow Cermany’s cconomic aggression against the
people of the Urnited States was cammicd on has been
bronght to light tn this war. Much of it has been dis:

&
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covered by the Treasury Department through our taking
over such German oulhits in this country as General Aniline
& Film and Bosch Magnete. We found that no matter
where the heart of the cartel octopus was—in Germany or
Fangland or Holland or the United States—ihe resalt was
the same. The tentacles reached out into all counties,

INTERNATIONAL PENETRATION BY LG FARBEN

There are masy ofhers
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squeszing the natnral, benehicial growth of industry and
commerce, crushing the independent wmanuvfacturer, the
smzll trader, the traly competibive businesses which are the
Hfe of commercial and industrial progress.

The Gesman domination of cartels was 2 menace and
wors in more ways th oue, bub nowhere as much ax in
keeping other countrics from a natunl, bealthy industrial
growih, Germans did i by vestrictive agreements within
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the cartels, by seiling at a loss to prevent a new competitor
from getting starred, by control of patents—often the
patents of Americans—and by simple boveott, The reslt
wae always 2 swollen German, and a shrupken wedd,
industry. C

The finm of Fredrich Kyapp of Hssen prescots a clear
warning as 1o how Cerman heavy industry wounld rebuild
for war f we allowed it to ewist, After World War §
Krupp was required to destroy machinery of war, But a
Sgooo000 loan from the Unlted States in 1924 helped
it to tozain it old position, which before sgiq had
epabled 1t to force the Umited States Navy to pay three
times as much for ammor plate as Ewropoms paid. After
the Joan, Krupp was sufficiently recovered fo invade the
Uniicd States. Under the bows of Deloware # ovganized
the Kropp-Mimsta Company fo bold and Yeense patents.
Some of these patents were for stainless steel, and by
pooling with our ows steel firms, Brapp was able to exer-
cise o tight control over stainless steel companies here,
Not aply was production restricted, but Keopp-Nivosta
seub reporis to Essen giving technical informstion oo
Amencan producers and telling how much they were pro-
ducing, When war broke out in 1939, Kmpp-Mivosts (the
Krupp part of the name was dropped iu fanuary, 1940,
and a camonflaged Swiss ownership attempted) tried o
put through a plan by which Geoman firms in Latin
Americn could get American supphies to maintain German
influcnae thare.

Even when o United States firm tried to escape some
of the restrictions imposed by Gormany, the system was
tos strong, "Vhe Amenican Bosch Company had a sedes of
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agrecments with Robert Bosch of Stutigart, made in 1930,
Besides the wual clanses lemiting production and market

territorics, American Bosel had to pay such high rovalties

rr Germany for fued injection pumps and nozzles that in
193g # wrote the parent company:

“The production of Diesel engines during the past year
has declined greatly. .., The fundamental problem affect-
ing the further development of Dicsel engines in our conn-
try today ., is almost entirely one of prce”

But Hosch of Stutbgart kept the rovalties so high that
American manufacturers preferred gasoline engines, By
141 s so seriously hampered our Nave in its building
program that on June 1g it pleaded for & “second source
of supply.” Awerican Bosch had no rght to Heense any
other firm to make the vital fuel injection pumps. It had
to ask Germany for permission to give this aid to the
American deforse progeam! In 1941 one of the reasons
given for the success of the Utboats against our shipping
was our hopelessly inadequate Diesel engine production.
Germany had barred us from going o largescale wanse

facture of an essential anti-submarine wid.

The occupation of Germany has revealed a great many

defails, suspected but now proved, of how the Gernman
heavy tudustrialisis prepared for tais war and then, seeing
- defeat, began preparing for the next, When our troops
went into Frankfort, palitary government officers headed
straight for the mam offices of 1 G. Farben, greatest of
German trusts, The officers got there while shells were still
bursting in the area. The Genmans bad dene a very thor
augh job of mixiog up the records, Trash and secret
agreements, dead files and Important contracks were scab-
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tered all over the floors and staircases of six stories, Essen-
tial documents had been shipped zll over Germany. One
official had hidden a tendnch pile of intemational dve
agreements under an innocent laver of family silver. The
military found valuable I G. Farben papers in beer halls,
caves, salt mines and even monasteries,

Out of the documents sorted vut from the wastepaper
emerged proof of German schemes both past and present,
One example is the minutes of o wmecting at which on
March 17, 1939, the legal brsins of 1 G, Farben wet to
safeguard the Cenman trasts assets shroad duning the war
I the Unibed States this was to be done by transferring
patents to General Anihine & Filwe, Approval of the Ger-
wan Feenomies Minisiry was obiained., and Farhen offeials
wrole:

“We know from previous experionce that our American
friends are handicapped in ther work for us by the existing
links and beliewe that we wrust help them o the defonse
of our interests by canrving out the measures deserthed
above which they have recommended to us”

Forturmtely, Farben's “American frends” had under-
estimated the vigilance of the Treasury and other American
officials. The Treasury taok over General Aniline & Film,
and the minutes of the German meeting are chiefly inter-
eshing as proving the wisdom of our conrse and as evidence
of a plot that failed. Bat we should not be in the least
complacent. For other plots did net fail.

At a whele series of vital points, Americau production
for war was hampered as it had been for peace by the
dominant position of German heavy industry. Tt happened
i optical goods, in synthetic rubber, in tungsten carbide
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for wachine tools, in stabrine to fight otfaria, in high
octane gas, in the new explosive tetracene, in magnesiom
and berylliom and plexiglass.

1f Germany could it the industrial powess of the United
States into her pattern of world conquest. it is easy to guess
how completely she could comtrol ncarer and weaker
aeighbors, But we do not need to guess. We know.

In 1926 an international steel cartel was organized. At
the time, Cenmany produced only 214 per cent more pig
irons than France. The cartel agreement fixed the quota
of each member, and cach was to pay 1nto 3 cormmon

paol one dollar for every tom it produeed. Bat for every tonn

wodneed over the quota, the producer had to pay by way
o of 3 fme an exha mer detlars & ton. The French very
thriftily kept within thefr quota and even cut pmduci’wn
4 bit now and then to save the dollar 2 ton. The Gennans.
o the other hand. scemed to have gone on 4 sprec. They
regularly exceeded their quots and {:heer“uﬂy patd the fine
Fa one year it mmeunted to about $10 millon for 2,500,000
tons excess production, But it tumed out that the Ger
mans knew what thiey were doing. After a fow years they
argued plaveibly that their increased capacity was sa gieat
that it entitled them to a higger quota. Their increased
capacity-—sceond only to that of the United States by then
—gave them the power to beat thek f*urop&an rivals over
the head to get what they wanted, Their pig iron quats
was raised, and by 1938 German steel production was 23
300,000 tons while France dropped to 6,200,500,

Without the cartel deal, the two eounirvies would nors

mally have developed along about the proportions of
19z, As it was, Vrance m,ié her fton sve to Germany o
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greater volume, contented herself with an inadequate steei

capacity and relinquished to Germany markets she might :

casily have kept or gained for herself, Germany conld gex
away with it in part because German cartel mambers were
part owners of all the important steel and chemical com-
panies in Europe. ,

It was the same steel carted that showed how an indus-
try can be strangled at birth in a little Furopean country,
Shortly before the oulbresk of the war, Greece was plan-
ning to build steel mills of her own. Germany not only.
refused o supply any equipment after having gained a pre-
dominant place in the Greek economyy, but used her infiu-
ence to keep other members of the cartel from doing sn.
In & letter from the German Steel Cartel fo the intes-
national body, appears this paragraph:

“We have left no stone patarned in order by all means

» prevent the ostablishment of sn from industry m
Greece,”

German cartelists prevented the growth of Freneh dye
industries and blocked the establishment of a French
synthetic oif industry, French industrialists were permitted
to make money, but their country was fatally weakened
both in the useful crafte of peace and the grim necessities
of wa ‘

lhmugh all this growth of Goman pwvmmadnuec}
becanse the Gorman government joined the German
cartelists i an unequal economic battle aginst foreign
industrizs-—there grow up a legend that Geonany was 4
huge and essential and ireplaceable warket for the raw
materials of Burope, Yeb the figures show she was even
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less of a factor as a buyer than as 2 supplier. Alwost g
one in Europe will miss her heavy industrics 23 o market.

The year 1937 marked Cermmany’s bigeest purchases of
ndustrial raw waterials and semimanufactures siace the
peak of the 1926 boom. The enormous fron and skeal
metallargical, electrienl and chemical {ndustrics, among
them, bought frown all Euwrope 2 grand total of $15@,(?<,‘0_)-
coo worth. This is less than the total of raw materials and
semimanufactures imported that vear by a single United
States industrv-—autonsebiles.,

Ner were these Gearman porchases a matter of Jife and
death for any single country, Sweden was tops~-Bgo.0n0,
cco of the $160,000,000 tolal, Eight other }."Lusopméfj Coun
trigs shared in 3 to the extent of more thay SEo0n,000
cach. Eleven othens had 2 seafl, sometimes o ;“mgiigibic
pesrtion, )

Nearly half of the $160,000.000 was i fron ore. There
canr be Jittle doubt that a properly balanced Luropean

distribution of industry would casily absorh this iron and’
wore, g8 well as all the other items formerdy sold to Cer.’

many. Some will be used at home in new jndustiies and
to mprove local standards of living, Qthers will be par-
chased by European countries which are penmitted to
develop or expind their industries according 1o the dictates
of free cowrpetition.

The Joss of heavy industry would decresse Genman
wrports of agricultural products, and in value this was
“always more Important to Europe than the buying of
Gerran beavy industrs. But the net amonnt of food for

Hawopeaus to eat will be bigaer than ever, for the rest

of Europe will feed itself ingload of feeding Germany.
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Aany of Germany’s displaced industrial workers will go
on the land and improve the frequently inefficient and
srchaic German farming methods.

‘The 1937 imports of agrienttural prodiets from Euarope
were ungsually high for Germany and reached a total of
g;ﬁg.,-:--.-'=,;;3<}~-t!;c: eguivalent of about thiee per cent of
the American peaple’s food bl for that year. Whether
Germany keeps bieavy Indpstry or net, this standard of im-
ports conlds not be maintained now and would not he
reached for a great many yvears. For one thing, somip of the
mmparted food was taken w part of a plan for making other
countdes dependent on the Reich, Move was stockpiled
for war, In ncither case was it needed to feed the Genwvan
people. Tven if Germany is permitted to keep heavy in-
dustiy, she could not produce forcign exchange ta buy this
food “without help. The Allies would have to give up
wparations and actually grant Germany a priotity for
machinery and waterials for her export industries ahead
of the needs of liberated nations. If we treat our friends
fuitly, Germany will bave little food except what she oun
mise herself.

This does not mean that the other countries of Europe
will not ecll food. They may well sell more than ever
btfore. The big sippliers of Germuny in g3y were Den-
mark to the extent of Sgomoneou; the Nethedands, Ttaly
and Rumania with more than Sgo,000000 each; Yugo-
shvia and Mungary, sbost $33.000000 cach. They ac
counted for about two-thivds of Genmany's agricultual
dnpoits trom Europe. Yet all of these countries except
perhaps Denmark and Holland need food for their own
people far more than they need exports, Inereased indus-
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triglization, which they might be able to achieve whep
freed from German bondage, would permit Yogostovs,
Rumarpians, Hongarians and Ttalians to eat better. They
would find a market for real surplus crops m the faclony
towns of other countries. Dennark and Holland, par
ticularly the latter, would also have bigger home markets
and might find buyers in such countries @ France, Eng-
land, and Caechoslovakia.

Actually, even if Germany ceases to be a purchaser of
anything at all, an entirely different group of countries
from those who sold most to her wouold have to make the
bgger readjustments. They arc countries that are facing
pretty staggering readpmstments anyway, In 1937, five
castern Buropean countries did vely upon Germany for a
- very large part of their exports, both food and other mate
vials. Bulgana sold 43 per ccut of her total cxports to e
Reich; Turkey, 36 per cent: Latvia, 35 per centy Greece,
31 per cent; Estonda, 30 per cent, The percentages were
high, the actual amouots relatively smalll A very fow
industries in these countrics would enable thew to absorb
Tocally all they sold to Germany. A few more industries

i other neighboring countries would ¢asble them to ex

pand their exports over the 137 hgire,

The end of heave industry in Germany will perost trans-
fer of factories o the very places where they would have
been Jocated 1n the fust place if secess to mow matenals,
markets, labor and power had beon the really decigive
factors in European development. The shift could be 4l
- the easier becawse many German heavy industiial plants
have been destroyed in the war, Tt could have been sasier
still had our own lcaders not permitted s partial revival
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;.f these factories. Surely, it would be far more reasonable
1o rebuild them outside the Reich's borders' t?mn within,
Holland, for example, should make electrical cqnipment
gnd metal products isstead of being merely a pott thiough
which German exports were routed. France should make
Jteed herself from her owa fron ore, using German coks a5
che ahways has. Britain may find 2 reviving market for her
coal, Chemical industries sight spring up alb veer Furope,
[he bausite of southeastern Europe and Danube povar
give the clue to the locution of the future light metals
i}lﬁnf\ Norway, Holland and other maritime shatus could
casily fill the gap left by the German shipyards——and not
witl sabrnarines either.

While the exact location of new industries will depend
upon: all soets of unpredictable factors, the change i the
fndustrial map of Ewrope will be profound. The continent
will be able fo use #s raw matedals, Jabor, potential power
and other industrial assets to best advantage. It <n be
come much stronger and mare prosperous without Gere
e heavy industry to shackle its progress.




Chapter 1V

A FUTURE FOR
ERMANY

ERMANY'S ROAD TO PEACE LEADS TO
the faom. The men and women in the German
fabor force can best serve themselves and the

workd by culbivating the German soil. Such 2 program offers
seearity to ws sy well ws foed for Germany and her
neighbers,

A great deal of the discussion as to whether or not the
German people could oxist without heavy industry has
heen in the realm of abstrct debate, Tt can be settled
ondy through studving the facts about Germany's Jabor
force, the faem land avatlable and the potential production
under panciples of modern sclentific Jand we®

Such a study leads mescapably to the counclusion that
Germany withoat heavy Industry bas the manpower and
the agreage to feed her people. It will jovolve hardship
and hard work for several vears, Probably there will be
considenable uncmplovment in the difhealt tramsition
perod. That will be true whether Germany is allowed to
rebuild heavy Industzy or nob

The main consideration. however, 15 not discomfort and
toil for Germany bub peace for the world, If it were trug,
as some people have asserted, that thirty million Genmans
would starve through the cimination of their heavy indus-

* Figares on Genuan food production, consmmption and fmports
will be fovnd in Appendiz A
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ry, their misery could become a menace fo peace. But a
ét;1.cI§* of the facts shows that thelr best chance of getting
an adequate diet within @ reasonable time is by growing
their own food and not by returming to steel mills and
5:,-;1r1-1c-t?'.r;: plants,

The last adequate German census was taken in 3937 and
Yisted a population of 6goonoon. Agricuitue acconnted
for 2o per cent of the lebor fores {all those at work or
seeking work) o1 ¢,288000. In considering the question
of whether Germany can fead herself from her own e
sources, the manpower part of the problem consists of
getling enongh workers formerdy in industry onto the

AF

land.
The war has cost Germany millons of men at thelr most

pmduc’rivff age. Cessions of eerkain parts of the prowaes
Cermany can be faken for granted, and not all the popula-
tion will he fraasferzed to the smaller Reich, for not ol
of it was German, Therefore the best estimates of the:
postwar Cerman population range between 53,000,000 and
foconmos, Based on the latter Baure, the labur force
would not be far from 2000000,

Out of that number, it should be possible—within a
reasonable time and with the sacrifices of comfort and
leisare which the Germans formerly made for war—io
place 5000000 more workers on the farms, bringing the
total agricattural Tubor foree up to 14,000,000,

That would Jeave 11000000 workers fo be cmploved
in Germany's transportation, frade, public services and
light industries. It & worth woting that even under the
pressuze of war preparation in 1930, total employment in
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the group of heavy industries to be forbidden Geruany
was ouly a hittle over 4,000,000,

The exact methods by which the g,co0,.000 uow workers
will be tmmsferred to the farms is 2 German problem,
But the way in which it might be done can be indicated,

If the German people are to make the best ase of their
soil, they are going to lhave to substitute the work of
hurnan hands for machinery for several years to come. The
world’s entire output of tractors, combines and so on
will be needed by Germany's victime for a long time. Lven
with the increased plant facilities in this country and
Eugland, it will take years lo supply the forms of our
sclves and our Allies. The Germans will have to rely upon
themselves. That means intensive coltivation of the best
food crops possible.

More production of high notsition crops can be eltaned
ot small farms, especially when the big machies Ut
make largescale agriculture profitable are missing. Ger
many will live to break up the big estates to setide her
extra 3,500,000 farm workers productively on family farms.
At two workers to the family, this wonld rmean 2,500,000
new farms.

Americans have made ap experiment in recent years
which proves bow families can be settled on the land aud
made self-supporting while contribiting to the nation's
food supply. The Farm Sconrity Administration has pro-
vided the kind of help Germany will need to give ber
new farmeors. T consists of oredil, advice, seed and took.
In the same way, Germany will have to give her 2500000
families displaced from other occupations the credit to
take ap land. |
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These families will have to got seed, fertilizer, tools,
the matedals to build a house. They will have to struggle
hard, working long hours with little return at finst. Per
haps many of them will have to fell trees to build their
homes, then clear the wooded land to plant their crops—
a tough job in any country,

But it is far hetter that they be so employed—both
for them and us—than that they engage in the equally
arduous task of rebuilding the Krupp Works at Ewsen.

In cur own expevience, we know that concentrated
cfort can settle z5o0.000 families in this way withoat
much delay. In this country, we hardly scratched the sor
face of the possible advantages because we did not need
them as badly as Germany docs now. Yet in the year
of our maost cnitical food needs, i was this tepe of farmer
who cantribuled the greatest proportional increase to ooy
stpplies.

In 1942, the year the war looked blackest for s, the
Farm Security Administration was giving aid to 464000
farm familics. This was about 7 per cent of all the fann
familizs in the country, but that 7 per cent accounted
among -other things for:

28 per cent of our increased milk production
11 per cent of our Incressed beet production
17 per cent of our moren.ed dry ben crop

11 per cent of our increased peanat production

Al of these are highly nutritive itemss, especially important
in war or in the type of food emergency that faces Ger
many today, Many of owr fanuers have set reconds like
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these with even poorer soil than Germany's new farmer
will have to use,

Henry Clark ds typical of many thousands in ¢his coun-
try, A dowen years ago he was g worker in Knoxville
Tennessee. By 1033, workers lhe Henry Clark had been
through some very bad times, and in 1934 this one devided
the land offered a better living than mdustry.

Henry rook Lis family out inle the Tennessee meun.
tains and bought hitv—ﬁw acres of badly eroded, desolate
hillside full of gullies and weeds. Folks round about shook
their heads, The Jast man who farmed that piece of Tand,
they told Henry, used o plant us corn by stunding vn a
neighbonng hill and shooting the secd into his own sterp
slopes with a shotgan,

Heny grinned and wend to work Mis first vear he got
a mighty scant crop of hay and corn—about two huadred
dollars worth all told. But he stuck at it e contour
plowed the slapes to prevent evosion, spread bme and
phosphate Hherally with the aid of the Soil Conservation
Service, slowly brought the land back to life. In his tenth
year on the farm, Henry Clark sold $4.600 worth of hay,
tomatoes, dairy products, poultry and tobacco.

The German worker from Dotmand or Breslan won’t
have Afty-five acves, But e wou't have steep slopes and
comnpletely exhausted sail either. The suceess of Heng
Clark coudd be repeated i a smaller way and with varia-
tions by millions of Cermans,

German indmstry. in the decades that Germany has been
a menace to the peacs of the world, occipied so large o
place in the eves of most observers that they quite fatlad
to see behind it to the solid strength of German agrical
tare. Nor did they discover that the potential strength 15
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gn:’itﬂl even than the actuad. In all Europe before the war,
gnly TFrance and Rawssia had more arable land than Ger
many. She is fortunate in the amount of amble land pes
person. ton. France and Denmark have a2 little more in
],T.,lmmou to papulation, but Belgiom and the Nether
fancls, which are among the dehest agdeuitural states in
the world, have far less. Genmany is Juckier than most of
her neighbors in the proporbion of her total ares now suit-
able for crops. Already her arable land is 40.8 per cent of
the whole country, France has only 37.5 pec cent and Rel
ginm 354 per tent, although Dermrark has 62 per cent.
On'the average, German acxes before the war did net
produce as much as those of some neighboring conntrics.
‘The sccompanying charl shows how in yiekd per acre Ger-
many was oufdistanced by others in the very crops which
were the foundation of the Reich's sgricoliure,

CERMANY CAN CULTIVATE MORE EFFIGENTLY

Prodycifon on Pre-Woer Surepeds Forms i Quintsls per Hortuwre
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The following table shows at 3 glance that the lang

use could be greatly improved by a program of intensive

cuitivation. The total ares of prewar Gemmany, before heg

grabe gt Austria, Crechoslovakis, ete, was 116000000
gores. It was used thus:

Per Cent

s Acres of Total
Crop Tands and srchards ooo0., 47,300,000 40.6
Meadows and pastuwres ..... o 23,100,000 200
Forest and woodlands ... ... .. 32,200,000 3
Unprodactive and wastelands .. 4200000 3.6
Butldings, roads, recreation

grownds, military camps,

T o 0400000 33

115,000,000 100.G

O those fanm lands, incorapletely as they wers wed, the
Germans just before the war were raising 83 per cent of 2ll
the food they consumed, and the average German's diet
was one of the rebest in the world—only 6 por cent less
than that of the average Americun. 1t is haif again a5 much
as the wimmon: standard that the Alhes are brying to give
the hberated people of Euwope, the vietims of Germun
aggression, during the transition period aotil thely own
economics are functioning again.

[a addition to that, the Germans raised another gz
per cent of thelr prewss diet by feeding huporded fodder
te their own aninals, About 1034 per cent was imporied
food for human consamption,

It seems plun, therefore, that without becoming even
as good farmers ay the Duanes, Germans within o fow
years could be saising on their own soil at least gy per
cent of their real needs. They could dlso have envegh farm

5

A FUTURE FOR GERMANY

expoTts to pay for fertitizer and the other 5 per cent of
their food whith cannot be raised in Germany. They
would accomplish these other highly desirable results:

1. Cive employment to several million workers dis-
placed from fudustiry.

2. Break the cconomic pawer of the Junkers, who have
heen the most persistent warmongess in Europe for
génerations.

. Build up the small farmer as the backbone of a peace-
ful, perhaps a democratic nation.

4- (And this one would make the program worth while
even without the other three.) Permit the rest of
Europe to go about its Dusivess of building peace
without the everprusent, haunting fear of German

ageression,

(or]

These conclusions stern irrosistibly from a study of Ger
man agriculfnie ag ¥ i and as it might easily hecome.
The facts are nuaccountably overlooked hy those who take
for granted that by some law of nature Germaay is a
country dependent wpon industry for it living.

One of the facts which it seems very odd that anypme
can overlook 15 the existence of Germany’s 107,000,000
acres of fand in farms and woods. About two-thirds of the
total arez was crop land and pasture. Germany's erop
land alowe is bigger than the fokd area of England and
i farmis 15 about double the size of all

ge
Creat Britain, That & guite 2 skable piece of land is
sicape notice,

Not all of Gexmany’s 1ov.000,000 acres of farms will
remain within the Reich after final boundary adjustments
have been made. But it is better to leave her land than
factories. "Therefore, the plan set forth in these pages is

55

] =



GCERBIANY I8 OUR PROBLENM

based on the cession to other mabions of East Prusua,
Silesia, the Saar, some territory west of the Rhine, Schles
wig-Lloistein and a few much smaller aress. 1t also takes
into account the internationalization of the Rube, and the
eventual return of its Geounan population to the Reich,
All of these terdtories add up to o itle mowe than zo,000 -
COO FCTES.

This would very closely balance the loss in population,
The districts lost, as indicated here, amount to 18 pex cent
of Germany's total land arta. Placing her postwar popu-
lation at Ho,000,000, the loss in hutnan beings would be
15 per cent. The amount of amble Tand per porson would
remain about the same, and on the average the farmms left
m (ermany would be as gond a3 those taken fram her,

1f Gemany makes a seddous attempt to feed herself, she
can do so. T hu use of Tow-cost labor will make up for the
loss of tesritory wid machinery. But we can expect her
iy make the éFort only if she & foreed to it by refusal of
the United Nations to take over the responsibility from
the Gernman people. If we feed them oursclves—and it
would have to be from stores of food which hungre wil-
lions of onr allies need—the Genmans will not undertake
the necessary agricultunal reform, They will, if they run
trie to their form of the last one hundred years, prefor to
intrigae for @ return of hieavy indusky and war.

It appears to be well within the limits of probability
that 1 Gurmeny makes fall use of her Tand, she can do
more than feed hersell, Pventually she will be alde to
export produce to her neighbors and grow mw matesiels
for the products of her light industrivs.

The great source of Jand for the future small farmers of
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Germany hics 1 the great estates which not only retarded
she comrse of German land reform but bred the race of
Junkers who luve been the backbone of the Genuan
General Stall, the most ardent warmongers in Europe snd
the vore of German aggression,

In 1938, fewer than 7,000 Junker familics owned almost
ane-fourth of all German land fn frms. They and their
stcllite landowners of large estates, 24,000 1 all, owned
more than one-third of the land. The other 2,200,000 farm
[anulies owned less than two-thirds,

Their enarmous e-tates gave the Junkers the political
power which did so much o keep alive the hursh mili-
farism of Germany. That somewhat obscured the fact that
they were as ommipotent and as barsh in German agrienl-
ture.

The political and military carcers of the Junkers as well
w5 the ostentation of thefr society were fmaneed by a
worse than feudal exploitation of an impoverished farm
labor class. The wages and working conditions of Germans

e held down by fmporting foreign laborers. The use of
preones #5 slaves on these estates during the war was
no more than a slight varation on g §0'm«evmhh&hed
!‘H]]r i

Most of the Junkers were as backward in their fmmmg
% 0 their social outlook. Rather primitive sriguliural
tc.hmqucs prevailed, Lasge aveas were kept as hunting
procoe. Mach of the rest was wed for cmde grailps-
mmstead nf nuaxing the most of the laud from higher gtade
fod crops and mtt}

In bresking up the big estates, Allied interests coincide
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perfectly with German welfare. Many Genmans know that [

-they have suffered in the past because Junker influence set !

the Reich’s agravian policy from the days of Bisruarck. And
that policy has been ane of high protection for Junker |
Craps.

The high tanfl on fodder ruined peasants who were
dependent upon # to feed their animals. Thousands of
formerly independent farmers were thrown upon the non
existent merey of the Tunkers. Even under the republic,
with Chanccllor Bruening in nominal power, the duty on
barley was more than doubled,

The sesult of high tariffs was as bad for the German
eonsurner as for the Genman peasant. In 1033, the price of
a kilo {z.z ponnds) ol wheat bread in Belglum was 20
plennigs; in Genmany more than 8o pfenmigs. In 1933
wheat sold at Gg.go marks a ton in Rotterdarn and more
than zoo marks in Gennavy, That same year the Cerman
price of sugar was ten times what it was in the world
market,

Protective tanffs of this kind placed a strait-jacket on
the development of agriceliure in Germany, The mod
ineflicient form of production was protected, the extensive
eoreal growing of the larger Junker estates. Elimination
of the Junker prateclive cconomy will free milions of
Germpan famers from bonds that have restricted their
markets. They will not only be able to feed theiy own
countrymen, but they will be able to contribute to the
enormous task of banishing from Ewrope the specter of
hunger, which the German war machine evoked.

It seemns plain that land reform has long been averdue
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i Germany for purely agricultural reasons quite as much
s for security and ethical ones. Alexander Gerschendron,
an agrarian expert who has made a careful study of the
problem in Bread and Dewmocracy, thinks the Junker
ecomomy and political power defeated democratic bepine
pings in Germany after 1918, He savs: '

German democracy rejected the road of agrarian
revolution, the road traveled by most of the countries
in which the cconomic power of large estate owners was
curbed after the Warld War, . . . Translated into the
realistic language of practical politics, this meant that
the Junkers had been rescued again. ..

Pelitically, the position of the Junkers improved
steadidy, The big estates quickly became the xallying
places for young men—flotsam of the war——who found
it difficalt to return to the nomal life of peace. Little
armics of vigilantes were organized and rearmed at the
Junker estates. They were kept in preparedness for an
attack wporn the Republie,

Ever since Bismarck’s time, encoursgernent of more
small farms has been a dream of 2 good many Cermans.
Bismarck himsclf introduced a plan for howesteards which
the Junkers alwave were able to nuBlify. The demand for
land 1eform was a continuing pelitical institution and every
new agitator seeking popularity played upon it. As just one
cample, the greatest agitator of thum all, Hitler, pro-
daimed as one of his twentyfive points in 10210 “We
demand sgrariae reform consistent with our mational
needs; the passage of a law to expropriate without com-
pensation lapd which i to be used for commen pur
poses. , . |

He changed it Jater, bub it is indicative of Cerman
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desires that he felt i necessary to pay lip service to the
very human yemrning to get “hack to the land.”

The 34,000 big landowners of Germany, and particularly
the Tankers, Tuve shown themselves unworthy caltivatos
of their 37,000.000 acres, as well as a collective peril to the
peace of mankind. They had ealy 12,725.000 acres iy
erops. Their land, suitably divided, would enable bundmds
of thousinds of peasants who own less than hve acre
apiece to have enough to utilize their full fabor produc
tively.

Or if zq.000000 90188 wore divided up into twelve-acre
farms, 2,000,000 farmdies totaling several midllion ndi
vidnals could be seitled on new homesteads. Twelve gore
are mnore than the avemge prewar Gorman peasant owned,
Srill more workers could make farms out of reclammed
wasteland, military camps, aithelds and so ou The rest of
the new agricuttural workers would bave to clear forest
for their farms or brng pasture under the plow,

Millious of mauvears of good hard work could be pub
into draining swamps, terracing hills for cultivation, clear
ing cutover fovest, pulting back into productive use the
vast acreage ruined by being turned into anmy camips
ariillery proving grounds, training helds, etc.

The bansition {rom factory to fanm will he much easicr
for Germans than for most vban dwelless, Even more
than with us, the present generation of industrial workes
has been recrudted from farms. An even greater nurobe
are the sons and daughters of farmers, Besides, the Germun
worker has kept a closer touch with the sofl than most
others, Millions of them have had subsistence garden’
which were often almost small fams of anything up W
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an acre. Fven hefore the Nazis came to powsr Bedin alone
comnted 108,000 such garden plots within the ity limits

and 247000 In surrounding territory; Hamburg had 96,000 ‘

inside the city.

The E\a?zs intensified this prachce, and tn addition sent
4l vouths out for a fow weeks each year to work on read
farmis. The combinations of these factors mukes millions of
German workers almost fanmers before they get their tand.

'The simplest answer to the argument that Germany
cannot feed herself without heavy indostey, 15 the fac(i'.
that in'the past she was very nearly selbsufficient in Foud,
purtly through the hereased production dove in anticipa-
tion of war.

The average German table groaned with a vatiety and
quankity of foord that would maeke the mouths of hec
neighbors water, and most of it was grown at howe,
Bread, potatoes, sugar, fats and ois, meat, ponltey and
nulk accounted for oo per cent of German nourishment
in the veurs 19333937, All the potatoes, sugar and milk
were aised within the Reich. She imported 2 per cent of
her breadstuffs and 3 per cent of the meat and pouliry,
A very Tittle wmore Intensive agricndture, even in her re-
duced area would chiminate the necessity for these mports.
Of fatsand oils, 53 per cent were fruported, and the im-
ported share accounted for 8 per cent of the total Ger
uian diet,

Ihe postwar Reich will have to import some food after
it is rebuilt for peace, but with the improvement of small
farms and the consequent production of more hogs, the
miports could be greatly wedpeed. The other principal
prewar imports, oll negligible in total, were fresh vege-
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tables, checse, dry legumes, egos—all of which could b
raised at home—fruits, nuts, fish, cocoz and coffes,

In total weight, this average German diet totted up by
1.3 pounds per pewson per day, and amounted to 030
calosies. The average daily consumphion in e United
States is 3,2co calorfes,

GERMANY RAIBED MOST

| L HER DIET WAS J0% HGHER |
TRGS THAN THE MINIMUM SET

OF HER FOOD FOR UBERATED COUNTHIES
Tatories For Persen
.ﬂm' o i 3,000 |
(7% imporivd | \
{E000
7%
-
843% ?fmww
........ Ger Libaratod
1938 Biafore the Couririgs
War How

The application of 535 per cent mare labor to German
farms, as proposed here, will not increase this food sapply
by g5 per cent. But that will not be necessary. An extr
15 per cent wonld make Geamany virtually self-sistaiing,
even on her high prewar dict. But more probably, Germans
will eat a litle luss for they will have to cxport food a8
well as comumer goods I veturn for such products of
heavy industry s they will seed, the small amonnt of
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fondstnfTs that will not grow in Cermany and the rather
Jarge amcunt of nitrates and phosphates she will require to
keep her sail productive.

Intensive farm cultivation offers Germany # solution to
Jer employinent problem as well as to her food problem.
wWith miflions of her industrial workers uncmploved while
ihe machinery of total war is dismantled and replaced by
an cconomy of peace, Germany faces as difficalt a re-
conversion task as any nation of the world. These millions
of unemployved can be put to work much more quickly on
the land than by waiting for factories to be rehuilt and
rucqv,:il;ped,

Even if the safety of Hurope did not demand that most
of them become farmers, the immediate needs of their
own country would. Germans will lmve to raise their
ownl food within a few years no matter what course the
Umited Mations take, short of starving Allies for the sake
of cnemies. There will be little enough for & long time
for the Belguns, Hollanders, Poles, Greeks, Caechs, Yugo-
slavs and others who have been bungry for vears because
the Ciermans plunged the world into war,

Furthermore, the twelveacre farms of former steel,
chemical and electrical workers can get ints production a
great deal more wpidly than the steed mills of Essen.
Under curment world conditions, the only way we can be
sire sixty million Germams will cat is to get a great many
of them on the Jand as spon as possible, and keep them
thure,

)



Chapter VI

REPARATIONS

Y THE TIME FRANCE HAD TFINISHED

paving off Gemmany after the Pranco-Pragsian

War, Frouch industry and trade had grown so

strong that Bismarck is said to have renwrked ruefully that

the next tine he beat the French he would insist Cermany

pay the indemmity. The exaggestion serves to emphasize

the dangers comeealed behind the alluring fagade of
repatations.

The basis of the apocryphal Bismarck story is that pay-
ment of the 1871 indemnity did not in the least weaken
France. The total required was the then astronomical sam
of one billics dollas. France paid it off in cash by 187
She scemed 28 the healtlder, cconomically speaking, for

_having made the effort.

Cash indemnities no longer have any place in practical
negatiations. The substitution of reparations i kind avoids
the difficulties of transfer. It also tends to keep the
amounts sugailer, since statesmen are more realistic about
goods than about money. But reparations in kind da net
weert the basic danger. Unless the items to be taken by
e Allies are carefully selected, the payment of repara-
tions, cspeciatly over any protrgeted period, will build up
Cerman lndosty.

So far a5 reparations were paid by Germany after World
War 1, that is what happenel. She was obliged to baild up

70

REPARATIONS
her industrics and her exports to meet even the rclatively
anall payments she made.

in the 1920's, German reparations caused a good deal
of dissension in Allicd ranks. Each nation was dissatisfied
with whiat it got and believed others were faring better.
The French, for example, were sometimes a Iitle jealous
as they contrasted the meager flow of goods and cash
which came their way with the confiscated merchant ships
which feil to Fngland’s lot. Englishmen, who found the
shins slower and more expensive to operate thau the hine
m-\;,- ones Germany was building for herself, were inchned
to think France gol a better bargain in German coal.
This fecking was all the stronger when Beitain’s sales of
corl- o France fell off because of German deliveriss,
Megmhile, Germany blossomed out with 2 brand new
merchant marine boidt in vards which would be torning
out gubmarings a few veurs later. fn order to make delivery
of industrial goods to France and others, Germany was
allowed to convert arms plants to civilian nses and kecp
them going—with excecdingly slim returns to France in
the way of reparations—until she was wwady to convert
them back o war

Besides retaining all the bad features of the Franco-
Prussian setitfement, the Allies after 1919 added a worse
one of their own devising. France in the seventiss paid in
fnll*two vears aud four months after peace was signed.
The Allies in the twenties tried to keep Genmany paving,
fisst for forty-two vears, then for more than sixty. These
tenns were favored by some Allied spokesmen, whe wished
to weaken Cermany, because fhey thought the Retoh
would be kept bowed down under the busden through two
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generations. The tenms were favored also by some advo
cates of leniency because they thought the Jong period
would make it easier for Germany to pay,

Both overlooked & fundamental economic fact. Na sucl,
long-term payments are possible without the co-operation
of the debtor. A creditor can seize what the debtor alreads
has, but he has to have the debtor’s help to get the pro
duee of the deltors later toil. The Alliss were in the
position of a bank that holds 2 $xc.000 morkgage on a
faren which would not bring $z,000 at a foreclossre sake,
The only way the bank can get its money back is to enlist
the farmer’s co-opemtion in improving his Tand and crops
to increase bis income. If the bank has no confidence in
the farmer, it would do well to wiite off the loss and hope
it won’t happen again.

The Allics did vot want to follow either course. So they
found themselves secking to persuade Germany to produce
for reparstions by concessions which were virtually bribes.
One of the fisst way penmission to convert war plants
which might otherwise have been destroyed, That was a
cal bargain for Germany, Then Germuny argued for
forefgn loans, and wed at lewst part of them to huild up
her indestries, ostensibly for reparations but actually for
war. And finally, shie bargained for evacuation of the
Rhingland. This was when she agreed to accept the Young
plan of 1920, The Allies marched out of the Rhineland in
1930, The last Cerman reparations payment was made in
1931. The Allies were poorer by the amount they had lent
to Germany; it was more than the reparatious paid and
they never collected ou the loans, Germany was richer by
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the cash and, more important, by the greatly increased
{ndui‘lriiﬂ phant,

Reparations were a running sore in the whole world
cconomy of the twenties, but there was one short period
when deliveries were made without adding anything to
Germany's strength and without costing the Allies trade
or jobs of their awn. This was in the fisst eouple of vears
after the war when Germany paid out of her assets abroad
and her supplies at home. By Muay 1, 1921, Germany her-
self figured these payments at more than five billion
dollars. The Allies put them at sbont two bilion dollars,
Whatever the figure, it represented reparations which
helped the Alhies and added nothing o Germany.

The point i3 of practical importance today. Reparations
in the foym of goods already made by Germans can give
immenss impetus Lo reconstruction in all the devastated
lands of Europe. Such goods might be s substantial por
tion of the physical assets pow adisting in Germany. They
would consist of the loot seized by the Nazis In every
country they conquered. They would include zlso German
machinery of 2l kinds, stocks of yaw materials, gusoline,
livestock, xailrond equipment, barges, fabricated steel-—in
short, a whole catalogue of wseful manufactures for Allied
consumers ang industries. Genman labor, to operate the
equipment or to work on the famms and o rebuilding
nuned areas, may be needed for years by the liberated
countries. They should get it

Obviowsly, however, all of Germany's assets will hardly
make much of a dent in the gigantic job of reconstruction.
And just as obviously, ordinary justice demands that the
Gennans pay for the damage they have done, uo matker
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how long # takes. But there are seversl catches in thay
situple proposition. One is that the Gexmans have de
stroved move than they conld possibly replaoe. Anothe
is that the aceeptance of Gormanmsde reparations iy
great volume and over a long period will weaken the very
countries most in need of strengtheming,  Finally, and
most senems of all, the payment of such wwpantions will
build up German industry o i old dengerously dominant
place in the Furopean economy. We know fom ex
perience how the thing would work,

First of 28, the United MNations themoelves would have
0 belp rebuild Gemnan industry se the schedule of
weparations could be mel, Germeny ended World War |
with hor faclodes fntact, for there bad been no fghiing
an ber soil and no mass bomldng of her cities. This Hme
ker whaole system of production and transportation hay
been bombod snd shelled, Forthermeore, i was far more
thoroughly converted to war work than in 19142915, so
the process of reconversion, oxcept in those basic industries
which are the same in war or peacd, would be more cone
plicated, Tnstead of taking German equipment o belp ha
victims, we would bave to supply Germany with still more
cquipment, probaldy American, But anvthing we can send
to Gesmany will have to be taken away from what we
could send to the liberated areas. We would be rebuilding

3 German factory rather than a French or Dateh or Hos |

stan plant, 18 s hard enongh to apportion the avalable
equipment among our frnends without giving priotity to
OUT CNCTHES.

Yeb Germany canunot pay recuning wparations unles
we do just that, She hay po great raw material resowes
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ppon v.-hic:hto draw, except cc?aimané that ought to be
paken from her anyway throngh international contral of
the Ruhr.

‘This does nol cxhaist the objections fo reparations
which take the form of industrial products, The devastated
comntries of Euwrope which receive them would ot be
ible or would not have so much incentive to build thelr
pwn industries, They would be receiving German steed,
Germian midway ours, Gaman machings, Georman brocks
and buses, German cectvical goods, Georman testiles,
German chemicads. They would become so dependent
apon Germaan industry that they woudd never be able to
break away, and would find themselves helplessly canght
in the Genman nct a4 soon as the newly powerful Reich
felt strang enough for another fling at war,

The dependence would continge long after repartions
ended. Al over Europe, the people wonld be equippued
with and accustomed to German products, When a new
part for a tractor of a dvoamo was needed, # would have
to be ordered from Gernmny to fit the existing machine.
When new equipment was bought, it would be Geran
bucause engingers and workers would have bevome used
to it. Consmmers would buy goods made in Genunany
becanse the packages would bear familiar brand mames.

For the smaller comntries, this means politioal as well
a8 ceonomic dependence upon Genmany. By the same
token, mdustrialization of these countries will muke them
more independent of any outside pressure, raise their
sandards of living and &t thew to take 3 strong, free place
tit the community of nations. They know this well enough,
and are eager to acquire new industries while rebuilding

81



GERMANY IS OUR PROBLLA
old ones, They know the opportunity & now, in the
menths and. years just after the war, They koow that e
lpcomotive or one clectric generator this year is worth teg
in 1950, If the oue goes to Gemmarny, they will be justi
fiably bitrer. They will have been soved in war only 1o by

betrayed in peace.

- Larger countries will suffer ms much, and the United
States will not be the least among them, For Gumoan
separations will sweep a market to which the trading
nations of the world look for a necessary part of theis
postwar prospesity. Advocates of a heavy German schedule
of recuriing repaiations are asking ns to build np Gernian
tndustry at the ditect expense of oy own.

Consider steel 28 om0 example, The United States,
Britain and Gennany have all increased their prodoetion
for war, Our own capacity s go.oon,000 tons 2 veat. [n

1937, one of the best of prewar years, we produce]
s7.o00000 tong and provided 4o per cent of the world'’s
steel exports, Germemy produced that vear zam00,000
toris; the Uhudted hm;-:fdom 15,500,000 Franee, 000,000,
Cat of the moreased Dritish and American capacity, nol
te meution the easily cxpanded French capacity, all post-
war exports could easily be mel, Tt would be good husines
to yaeet them, But if Geymany is to retan her steel indes-
ty to pay veparebions, Yvoposhivin, Greeee, Nosway, the
Netherdands and sven }-:ance Lerself will be getbing their
sieel from the Reich, The rendlt: unemployment in Pitts
burgh and Bieminghom,

Industrial repar: atious would tend to tie the chemicl
industries of the wordd onee more to s Crrman-dominated
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eariel. Before the war, the leadership of the German trust
impm{tl strict liitations on production. The United
States has since then expanded s output ghour fonr
times. Before the war, little was exported because of the
Cennan-amposed restrictions. With reasonsble competi-
tive opportanitics m peacetime, the indestry will be able
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to sell i Enrope. But not if Ewiope gets its chemicals by
way of reparations from Cermuany.

The exporting nations anong the Allies will be the
first to agitate for cancellation of such FECHITING repare-
Fions. The competition from that souce was one reason
Fuglind was eager to reduce Cerman payments in the
Bwenties. Tt was responsible for a good deal of the Amer
i dislike of the prograws. But it i better never fo i
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pose such reparations at all thau to end them as a resull
of & gnarrel among the Usnited Nations,

The quarel would develop nevitably because receips
of veparations wonld create certain vested interests which
would resent any stoppage. Lven more daugerous o peace
and Allied unity would be the fact that these wosted
interests would become pro-German interests, too. They
Cwould have a stake in the recopstruction of Germun
industry far beyond any concern for that in other Unitud
Nuations and often even bevond thelr concern for the
mdustry of thelr own coantries. Out of self-interest, they
woukd fall cusy vietims te German propaganda for morc
lonient tevms. They wonld, themselves become prope
gandists for evacuation of Genpan territory or relaxation
of econunsic controls. They would echoe Gesman plans

that more repurations could be paid if enly the Allied

troops and commissions woold go home,

It is an ugly bot wescapable {act that between the twa

wars there were plonty of mdusing] leaders and their
sateflites fn many countrics who were tind so closely to
German sueness that they did not care what happened to
their own countries. Huunan nature has not become o
purifiecd by war that these men or others with the same
characteristics will ceaie to exist. At best they wonld
rouse dissension in thelr own countrivs. At worst they

would conkbribate to the wiaskesing of Harapean indwelvy

general aud fo encouraging  Genman prepations for

another war.

i

Such results indicate, too. the meonace to the inter

mational cconomid mensres whiclh the Untied Nahoos
hope to adopt for the rostoration of world trade. The
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st important of these steps are removal of barders fo
prade -and  stabilization of curtencies as the medium
through which thet trade is carried on. We have hoped
to clinyinate guotas by which one country linits ity im-
ports ‘of anotheds products to 4 certain percentage of
presicus sales or of the codntry’s requirements: For ex-
anple, before the Hawley-Smoot tari® (highest in car
listory}, American mdic sets were 30 much better than
any others that 56 pov cont of all French recoivers were
made in this country. In setaliation for the tariff, France
slapped & quota on Amcrican sets, and set it at 8 per cent,

We have hoped to elinrinate discriminatory tariffs and
sl dp internabional machinery to keep forcign ex-
chanpges stable. Reparations will apset all these apple-
earts. Cormtries recefving of even just hoping o veceive
Cennan goods a5 reparations to sell to their citizens will
be tempted (o impase quotas an other ualions, They will
bu tempted equally to mise tanffs. And they will tend to
furce controls over foreign exchange becanse their own
ceports will not be balanced by dmports through aormal
trade channcds. That, toa, would be o fraltfa] source of
United Nations discord.

[t s often argued that o whelesome we of force would
soon bring the Germans around to producing reparations,
The limitations of force were discovered by the Nagis
themselves i their attempts ta squee occuptod torribary.
Althougl {Zm}* had men claborately trained ¥o brutihty,
they never were able o provent sabotage and passive
Tesistance, We would be egually helpless. Qur people
ail our seldicrs wonld grow weary eventnally of wiclding
tie lash over a stubbons though beaten population.
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One of the best documented faflures of force a8 a col-
lection agent for reparations was experienced by the
French and Belgians more than twenty years ago. Fo
two and s half years, beginning on Janvary 11, 1923, then
froops were In the Rulr Valley while their enginecrs
grimly stinggled lo extract some sort of tangible benefits
frome the rich coal mines and the huge steel works. The
Germans sinoply quit work, refused to run their factories
or their milroads and left the valley in droves. The French
jatled some of them and threatened wmany, but production
could not be boosted with men in i, aud the eample
falled 0 bring workers back to their jobs. When the
Dawes plan fimally settled this particular dispute and the

- trovps left the Ruhr on fuly 31, 1g2g, it was found that
the total addition to the veparations payments had
ameuited to wioononn gold mwarks, This was more than
1most other collection methods Lad extorted. But it vas
fess than a thind of Germany's minimmm obligation nnder
agreements she had accepted before the ocrupation.

The purallel to what has been happening in the Ruly
since the Allies entered the valley this year is perflously
exact, The miners have heen staying away from the pits,
and the occupying authoritics have been taking what s
described a3 every possible measore to get them back.
As we have scen, that means every possible mcasure
short of cleaning out the olddine Gorman managenent
aud endeavoring to rovive some of the former Geoman
frade wnion movement to gpur production. If the fst
atbernpts to extract coal for our freewing Allics were 0
futile when we had o newly victowienss army ine coutrol
and before auy sort of organized German resistance had
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yme to develop, the hopeimmms of basing rc;mmtmns
collectiont on the same methods & obvions.

However, even if cur force or cur cunning were sore
aiece