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The Call of the Wild 

"BRITISH Seize Ruhr Industries." On December 18, 1945, this 
headline appeared on front pages in the United States. British mili- 
tary government had taken over the coal and steel industries. Some 
sixty directors and managers of the coal syndicate, United Steel, 
Good Hope, Mannesmann and Klockner were in jail as pan of a 
clean sweep to start the reorganization of Ruhr heavy industry. 

I saw the headlines as I hoarded a plane at Chicago, heading for 
Washington to prepare for return to Germany. Since late September 
I had been in the United States to consult with the State and War 
Departments on plans for ending the "concentration of economic 
power" in Germany. Now I had been asked to transfer to the War 
Department as director of the Division of Investigation of Cartels 
and External Assets, a new agency set up by General Clay at Berlin 
in October. 

Late Thursday afternoon, December 20, after completing routines 
and forms, I started out of the Pentagon expecting to spend Christ- 
mas in Chicago. General John H. Hilldring, director of the Civil 
Affairs Division, met me in the hallway within sight of the exit. 
"Hello! When are you off?" he said. 

"They tell me they expect to start processing the papers the day 
after Christmas, and I should be able to leave about January 15." 

"The hell you say!" he roared. "Come on into my office." And 
to his executive officer: "Colonel, now, what's all this about taking 
three weeks to get Mr. Martin to Berlin? Who's in charge of this 
case?" 

"I believe Colonel Forney will be handling it, General," said 
Colonel Laux. 
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"I want him in here tomorrow morning at seven-thirty to give 
me a full explanation of this proposed delay! General Clay was 
on the phone this morning and asked when Mr. Martin was 
coming." 

The next afternoon, after a day of racing through corridors be- 
hind jet-propelled army officers, I began forcing my way through 
the crowds that jammed airports, railway stations and every con- 
ceivable mode of transportation. The fi:-st "peacetime" Christmas 
was turning into a nightmare of confusion for everyone. "Peace on 
Earth" was in every shop window, while men of good will tore 
each other to pieces trying to get on trains. 

At LaGuardia airport, the crew of the G 5 4  looked glum as they 
prepared to spend Christmas in Newfoundland; but an  hour out 
of New York the detected something wrong, and back we 
went. After one more try, the crew went off for a forty-eight-hour 
leave, and another crew took over. Again we went up, found diffi- 
culties and returned. "No more flights until the day after Christmas" 
was the announcement. Most of the passengers melted away fast. 
I asked to see the commanding officer, told him of my emharrass- 
ment at seeing two colonels chewed up on my account, and men- 
tioned General Hilldring's ultimatum. 

Two hours later, in a new plane, with five other passengers and 
some mail sacks, we were over Boston and heading for Stephenville, 
Newfoundland. For the first time in a wwl; I had a chance to sit 
still and think about the job ahead. I would be stopping first at 
London for a few days to have some conferences at the British 
Foreign Office, then going to Berlin to report to General Clay. 

The reason for the proposed stop at the Foreign Office was that 
the British contingent at Berlin was already blocking four-power 
agreement on reorganization of the German combines. This made 
no sense in view of the abrupt action the British government had 
just taken to seize the Ruhr industries. True, representatives of the 
new Labor government had reached an understanding with the 
State Department at Washington on the terms of a law that would 
define and prohibit "excessive concentration of economic power" in 
Germany. But Sir Percy Mills was still in charge of economic 
matters for the British at Berlin, in spite of the change of govern- 

T H E  C A L L  O F  T H E  W I L D  155 
ments at the July elections. Sir Percy was vetoing proposals of the 
French, Russians and Americans, and even talking back to his own 
Foreign Office. 

It was difficult to see why the British element at Berlin, in spite 
of directives from London, was blocking the deconcentration of 
heavy industry instead of striking a new balance between heavy 
and light industries in Germany. W e  already knew that certain 
amounts of coal, transportation, communications, power, machinery 
and equipment would be needed to keep chinaware, leather goods, 
textile, food-processing plants, and the like in a good state of repair 
and operation. Then it was necessary to decide what kind of ma- 
terials should be produced for export so as to pay for imports of food 
and raw materials. That should be settled by finding out what kinds 
of products would be easy on coal and transportation and the other 
weak spots. What kinds of things would use domestic raw materials 
instead of imported ones, especially if the imports would he ex- 
pensive? Instead oÂ answering such questions, Sir Percy and his 
staff seemed to assume that German industry should again produce 
whatever it had produced before and during the war. This attitude 
ignored both the facts of war damage and the policies of postwar 
adjustment. 

The position assumed by Sir Percy Mills on behalf of his group 
in British military government showed a striking parallel with the 
attitude we had encountered in our own Economics Division hack at 
Bushy Park. It was the revival of an argument that was supposed 
to have been settled many months before so far as official American 
policy was concerned. Nothing was being brought up in the new 
arguments over Germany that had not been thoroughly canvassed 
by the executive departments and by congressional committees at 
Washington during the war. In  the end, a31 these discussions and 
arguments had been codified into a coherent plan. President 
Roosevelt had turned to Secretary Hull at a cabinet meeting in 
August 1944 to ask whether our government had settled upon 
definite measures for dealing with the cartels and the "excessive 
concentration of economic power" in Germany. Stripped of State 
Department phraseology, Secretary Hull's reply was "No." Presi- 
dent Roosevelt then said it was about time the matter was finally 



156 A L L  H O N O R A B L E  M E N  

settled, and he appointed a cabinet committee consisting of the 
Secretaries of State, Treasury, War and Navy to prepare and submit 
an over-all scheme. 

Almost at its first meeting, this cabinet committee split over ways 
of meeting two requirements for a satisfactory settlement of Ger- 
many's future place in Europe, namely: I )  that the European 
economy as a whole must be highly productive; and 2) that Ger- 
many's future place in the European economy must not let Germany 
dominate or control Europe from a military, political, or economic 
standpoint. 

The basic heavy industries in other parts of Europe had been 
reorganized into a position of dependence upon the industries of 
Germany. Some said that one way to end German control would 
be to uproot the basic heavy industries of Germany, rebuild new 
heavy-industry centers in other parts of Europe, eliminate German 
financial control and management of industries outside of Germany 
and finally let Germany build its economy around agriculture and 
light or consumer-goods industries. German financiers and indus- 
trialists who had been concerned largely with planning and consoli- 
dating their controls over the European economy would have to be 
removed, since it was precisely their kind of economic planning 
which was not wanted. 

Proposals along these lines were prepared in the Treasury Depart- 
ment and put forward by Secretary Morgenthau. Parts of these 
proposals were too drastic and showed too little concern for the 
economic needs of Europe as a whole. Some of the details of the 
Morgenthau Plan leaked to the press. Bedlam broke loose. 

The War Department seized the opposite horn of the dilemma 
and focused attention exclusively on quick German economic re- 
covery, with only perfunctory attention to "prevention of future 
military activity," or to the economic balance of the rest of Europe. 
Ignoring completely the fine points of how German finance and 
industry had been able to control the entire European economic 
system, these proposals stressed rapid and "efficient" industrial 
recovery. The War Department prepared a draft of a handbook 
to be issued to military government officers. This proposed hand- 
book followed the view of the Economics Division of the U. S. 
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Group Control Council at Bushy Park, leaving out all consideration 
of reform in the basic shape of the German economy. 

President Roosevelt became furious when he saw a copy of the 
proposed War Department guide. He  sent a stiff letter to Secretary 
of War Stimson, instructing him to call in all copies and impound 
them, and to find out who had been responsible "all the way up 
and down the line." The President said, "It gives me the impres- 
sion that Germany is to be restored just as much as the Netherlands 
or Belgium, and the people of Germany brought hack as quickly 
as possible to their pre-war state. . . . There exists a school of 
thought both in London and here which would, in effect, do for 
Germany what this Government did for its own citizens in 1933 
when they were flat on their backs. I see no reason for starting a 
W.P.A., P.W.A. or a C.C.C. for Germany when we go in with our 
Army of Occupation. Too many people here and in England hold 
to the view that the German people as a whole are not responsible 
for what has taken place-that only a few Nazi leaders are re- 
sponsible. That, unfortunately, is not based on fact." 

Two documents finally settled the controversy. The first was a 
directive issued in April 1945 by the Joint Chiefs of Staff and 
addressed to the American commander in Germany. This document, 
known as JCS 1067, was kept in a top secret classification until 
October 17, 1945. If it had been released for study, most of the 
wrangling over the Morgenthau Plan would have been unneces- 
sary. Pending final Allied agreements, this directive provided that 
rebuilding of heavy industries, including iron and steel, chemicals, 
nonferrous metals, machine tools, radio and electrical equipment, 
automotive vehicles, heavy machinery and components, should be 
kept to a minimum. Conversion of facilities to the production of 
light consumer goods was to be encouraged. All possible measures 
were to be used to restore transportation services and ph l i c  utilities, 
repair and construct housing, ~roduce coal, and do anything else 
necessary to prevent starvation, disease or serious unrest among the 
German civilian population. 

The exclusion of Nazis from office and from important positions 
in industry and public life was explicit. 

All members of the Nazi Party who had been more than nominal 
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participants, and all active supporters of Nazism or militarism, were 
to be removed from important positions in private enterprises as 
well as in government. No such persons were to be retained in any 
of the listed categories "because of administrative necessity, con- 
venience or expediency." At least it was clear that our forces went 
into Germany with the idea of digging out the members of the 
Himmler Circle and their friends from their cozy quarters in the 
substructure of Europe's economy. 

The directive also gave special attention to the concentration of 
economic control: 

You will prohibit all cartels or other private business arrange- 
ments and cartel-like organizations . . . providing for the regula- 
tion of marketing conditions, including production, prices, ex- 
clusive exchange of technical information and processes, and 
allocation of sales territories. Such necessary public functions as 
have been discharged by these organizations shall be absorbed as 
rapidly as possible by approved public agencies. 

It is the policy of your government to effect a dispersion of the 
ownership and control of German industry. To assist in carrying 
out this policy you will make a survey of combines and pools, 
mergers, holding companies and interlocking directorates and 
communicate the results, together with recommendations, to your 
government through the Joint Chiefs of Staff. You will endeavor 
to obtain agreement in the Control Council to the making of this 
survey in the other zones of occupation and you will urge the 
coordination of the methods and results of this survey in the 
various zones. 

The second document that settled the controversy over postwar 
policy was agreed upon by the heads of the Big Three at Potsdam 
on August 2, 1945. It was known as the "Potsdam Agreement.'' 

The joint conference of the Big Three at Potsdam in July and 
August occurred at a peculiar turning point in European history. 
The British conservative coalition of the war period had been upset 
by the Labor party victory in the July elections. Prime Minister 
Attlee replaced Winston Churchill as British representative midway 
in the Potsdam conference, and Ernest Bevin replaced Anthony 
Eden as Foreign Minister. The British conservative view of German 
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industry had been like that held by our War Department in the 
first sessions of the cabinet committee in Washington. Now the 
change of governments at London replaced the top negotiators. But 
the rest of the British delegation at Potsdam was still composed of 
Tories who shuddered at the very thought of upsetting the prewar 
relations between British and German heavy industry. Looking at 
German industry from a quite different point of view, the Soviet 
delegation was preoccupied with the devastation of territories and 
industries in Russia. They wanted, first and foremost, to assure a 
very large amount of reparation from Germany, and were less con- 
cerned about the rest of Europe. 

Thus it was the task of the American delegation to produce an 
agreement that would assure a productive European economic sys- 
tem and redistribute the balance of economic power in Europe so 
that Germany and German industrialists could not resume a domi- 
nant position. The Soviet urge for quick reparations had to be 
curbed. Indiscriminate reparations, including reparations taken 
from current industrial production, might rebuild an undesirable 
concentration of plant capacity in Germany, even while lowering 
the standard of living of the German working population to a 
depression level. On the other hand, the British conservative urge 
for re-enactment of the Dusseldorf Agreement of 1939 had to be 
blocked, too. Retention of the combines and the old German finan- 
cial and industrial arrangements could give the Germans too much 
control even though plant capacity was cut down. 

Politically, the Potsdam Agreement provided that the reorganiza- 
tion of government in Germany should be directed towards "the 
decentralization of the political structure and the development of 
local responsibility." The same principle was applied to German 
economic institutions. The agreement provided that "at the earliest 
practicable date, the German economy shall be decentralized for the 
purpose of eliminating the present excessive concentration of eco- 
nomic power as exemplified in particular by cartels, syndicates, 
trusts, and other monopolistic arrangements." It went on to direct 
that "In organizing the German economy, primary emphasis shall 
be given to the development of agriculture and peaceful industries." 
The industries that had served as a medium for centralizing power 
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in Germany were the ones that had become overdeveloped. By 
throwing the emphasis on a more balanced German economy, the 
new plan could end the consumer-goods shortage which had been 
an incitement to looting of other countries, and make it impossible 
for any clique of elite guardsmen in striped pants to mobilize the 
German population for such a purpose. 

The decentralization of power meant delegating the work of 
organizing production onto a broader base, throwing responsibilities 
to a greater variety of people operating under common policies or 
principles. Germany, during the period of occupation, was to he 
treated as a single economic unit, in  the sense that common policies 
were to he established, with modifications to suit varying local con- 
ditions. The common policies were to govern: a) mining and indus- 
trial production and allocations; h) agriculture, forestry and fishing; 
c) wages, prices and rationing; d) import and export programs for 
Germany as a whole; e) currency and banking, central taxation and 
customs; f )  reparation and removal of industrial war potential; 
g) transportation and communications. 

The Potsdam plan was far from a sweeping "de-industrialization." 
Measures to build up a productive economy were to be taken im- 
mediately. The occupation authorities were instructed to take steps 
promptly: "a) to effect essential repair of transport; b) to enlarge 
coal production; c) to maximize agricultural output; and d) to 
effect emergency repair of housing and essential utilities." Payment 
of reparations was to leave enough resources in Germany so that 
the people could live without an American WPA. The German 
people were to be given "the opportunity to prepare for the even- 
tual reconstruction of their life on a democratic and basis." 

These constructive steps had a double purpose. Far from remov- 
ing machinery from the coal mines and closing them, the plan 
called for the greatest possible coal production. But at the same 
time it would make no sense to enlarge coal production if Germans 
were allowed to reopen too many of their coal-hungry heavy and 
synthetic industries. Repair of the wobbly transport system would 
not mean much if, at the same time, the Germans rebuilt too many 
of the complicated industries that employed cross-shipping of inter- 
mediate products back and forth across the country in the course 
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oÂ production. For many similar reasons, the attempt to maintain 
detailed central administration of great networks of interconnected 
companies was discouraged. 

Constructive plans for the control of Germany had to put emphasis 
on transportation and fuel because these were the parts of the 
German economy which the air forces had picked for a quick 
knockout blow. In spite of any popular impression that German 
industry as a whole had been knocked out, these were the two weak 
points. The United States Strategic Bombing Survey had found 
that German industry was in operating condition except for 
coal supplies and transportation. Up till April 1944, the 421,656 
tons of bombs dropped by the Allied strategic air forces did not 
even take the starch out of the German economy. The Survey con- 
cluded: "Neither the direct effects of the attacks, nor the indirect 
effects resulting from the drain on manpower and materials, were 
significant. In 1943, the basic industries were not yet strained by the 
demands of war production and marginal reductions in the output 
of basic materials had no effect on war output. The most that can 
he said is that, without the raids prior to the spring of 19-14, the 
basic industries might later on have been somewhat less pressed to 
meet the increased requirements of the armament and reconstruc- 
tion programs." 

In the six months from April to September 1944, another 757,364 
tons of bombs were dropped, with heavy emphasis on transportation 
facilities and oil production and storage installations. These targets 
alone took 336,590 tons with the remaining 420,774 scattered in "area 
bombing" of cities and miscellaneous industrial targets. This homb- 
ing brought a two-thirds reduction in the supply of finished oil 
products, and an even greater reduction in aviation gasoline, as 
against the over-all average of one fifth for all industry. 

After September 1944, there was a still greater concentration on 
transportation and oil targets, for a total of 578,261 tons dropped on 
these installations out of the grand total of 830,959 tons for the 
period. This finale brought the so-called "collapse" of the German 
economy. The Bombing Survey concluded that the continued attacks 
on oil had prevented reopening of oil facilities, and that the heavy 
bombing of transportation in the Ruhr and Rhineland had slowed 
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production of coke and steel and reduced power production. The 
Survey report added: "It seems clear that the devastating blow to 
basic materials was dealt by the strategic and tactical attacks on 
transportation facilities primarily in and about the Ruhr area." The 
transportation attacks cut off coal shipments. Since Germany was 
far more dependent on coal than most other industrial countries, 
the collapse of coal shipments "had decisive effects which were felt 
throughout the entire economy, even in transportation itself. In the 
first quarter of 1945, the shortage of coal set the limit to the opera- 
tion of the German economy, and the lack of transportation facili- 
ties set the limit to the supply of coal." 

The policies agreed upon at Potsdam were not only in line with 
the policies worked out by our own government at Washington, 
but they had another important advantage. Even in the event that 
we could not get the agreement of the other powers on practical 
steps to carry out these policies, still there were constructive moves 
that could be carried out in our own zone. I t  was untrue, as some 
newspapers had claimed, that in  the division of zones we got only 
the scenery, while Britain and France got the industry, and the 
Soviets the breadbasket. Actually, of the eighty-five combines that 
dominated most of German industry, thirty-four had the head office 
and principal place of business in the British zone, nineteen in the 
Soviet zone, five in the French and twenty-seven in the American. 
Furthermore, the greater number for the British zone was offset by 
the fact that most of them were in coal, iron and steel, whereas those 
in our zone covered the greatest variety of industries, and included 
some of those most involved in international cartel deals. 

These facts ahout the situation in Germany were already part of 
the background I had to consider as our plane crossed the North 
Atlantic. Now that the JCS m67 directive and the Potsdam Agree- 
ment had settled the American position, I thought the one serious 
obstacle standing in our way would be the attitude of the British. 
But I soon got forewarning of more trouble ahead. In the waiting 
room in Keflavik, Iceland, were two of my colleagues in military 
government, General McSherry, former head of SHAEF G 5  
and now director of the Manpower Division at Berlin, and Fred 
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Winant, director of Trade and Commerce and brother of the war- 
time ambassador to England. They were westbound for Christmas 
leave. 

General McSherry greeted me with the news that I had been 
"abolished." The Cartels Division had been disbanded the previous 
week. Some functions relating to German assets abroad had been 
transferred to the Finance Division. But a new organization known 
as the Decartclization Branch was to take over the remaining duties 
of the Cartels Division, some of the duties of the Legal Division, 
and all of the I.G. Farbcn Control Office. The new branch in turn, 
along with four other divisions, Industry, Food and Agriculture, 
Trade and Comn~erce, and Reparations, had been swallowed up by 
the very large Economics Division, headed by Brigadier General 
William H.  Draper, Jr. 

Fred Winant added the news that civil service regulations had 
just descended upon the military government organization, so that 
in addition to the usual military red tape, it was now necessary to 
"describe" all jobs in each division and branch according to civil 
service procedures. While Army officers perspired over organization 
charts, job descriptions, and rules for behaving like a lifelong bureau- 
crat, civilian directors were sweating over tables oÂ organization, 
"201" personnel files, staff studies, concurrences, passes, travel orders. 
In the meantime efficiency experts from Washington werc having 
a field day. 

When the westbound plane left we were still waiting for weather 
clearance from London. I sat down to digest the fill-in I had just 
been handed on Berlin, and then began to read a New York news- 
paper for Sunday, December 23, that I had picked up at LaGuardia 
but had not yet opened. In  a statement datelined Washington, 
December 22, Senator Kilgore charged that certain military govern- 
ment officials werc countenancing and even bolstering Nazism in the 
economic and political life of Germany. He  went on to say that these 
officials "take the ~osition that German businessmen are politically 
neutral and that no effort should be made to penalize German indus- 
try or prevent it from recapturing its prewar position in world mar- 
kets. . . . They look forward to resuming commercial relationships 
with a rehabilitated German industry whose leading figures are well- 
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known to them, rather than to striking out on new paths of economic 
enterprise." The Senator mentioned, in particular, General Draper; 
Rufus Wysor, president of Republic Steel Corporation and head of 
the Steel Section under General Draper; Frederick L. Devereux, re- 
tired vice-president of an American Telephone & Telegraph sub- 
sidiary and General Draper's deputy; and Colonel Pillsbury, my 
predecessor as control officer for 1.G. Farben. "Nazi industrial or- 
ganization is not repugnant to them and they have shown every 
disposition to make their peace with it." I recalled Graeme K. 
Howard's book, America and a New World Order, and our previ- 
ous encounter with him at Bushy Park. 

1 had with me a bulletin issued by the Department of State on 
April 2, 1945, making public some documents found in Germany. 
These documents contained plans prepared by the Nazis for a 
future bid for power, based on their industrial holdings and wealth 
concealed abroad. Among other things they had planned to appeal 
to the courts of various countries, through dummies, who were to 
protest the "unlawful" seizure of industrial plants, patents, and 
other properties by alien property custodians. If these moves failed, 
they planned to repurchase the properties through friendly cloaks 
and dummies. 

These were things that could be tested. If Germans had spirited 
away several hundred million dollars, as reported, to furnish a 
nest egg for propaganda campaigns and other operations, we ought 
to be able to detect actual results. 

Another part of the German plan, according to the State Depart- 
ment, was to have German technicians and other experts secure 
positions abroad to circumvent the expected bans on military re- 
search and development in Germany. Such people were to be made 
available at low cost to industrial firms and technical schools in 
foreign countries. It was also thought that German help in the 
construction of modern technical schools and research laboratories 
could be offered on favorable terms, to afford Germans an op- 
portunity for designing and perfecting new weapons. The bulletin 
went on to say that one immediate aim of this German program 
would be to soften up the Allies through a plea for "fair treatment" 
of Germans; and to secure the removal, as rapidly as possible, of 
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Allied control measures. The program was to provide for a rebirth 
of German nationalist doctrines and give the German inner circle 
new bases of operation. 

We arrived at London the afternoon of Christmas Day; and on 
Thursday, December 27, I went with Theodore Achilles, First 
Secretary of the Embassy, to the Foreign Office. We met with 
William Ritchie and two others of the staff of the Honorable John 
Hynd, Chancellor of the Duchy of Lancaster, in charge of German 
occupation affairs. It soon became obvious that someone in our 
Economics Division at Berlin not only disagreed with the official 
Washington policies on cartels and combines, but also had com- 
municated that disagreement to Sir Percy Mills and others in  the 
British clement. 

Negotiations had been under way for two months between the 
State Department and the Foreign Office to break the deadlock 
over the "decartelization law" at Berlin. Mr. Achilles and 1 pressed 
for a firm note from London to Sir Percy Mills. Instead of agreeing, 
Mr. Ritchie told us that we had better get our own lines straight, 
since the position we were taking did not coincide with that held 
by our own Economics Division at Berlin. We pointed out that the 
State Department at Washington and not the Economics Division 
at Berlin fixed American official policy; but the British group turned 
this aside and pressed their advantage for all it was worth. 

Following this setback, Mr. Achilles and 1 prepared to move to a 
"line of retreat" that had been suggested by the State Department 
in the event that negotiations threatened to break down. This 
"line of retreat" would be to suggest that, pending agreement on a 
legal definition of "excessive concentration of economic power," 
we should agree to prepare a list of German combines that were in 
any event clear and obvious cases of the type of economic concentra- 
tion that had to be cut out. Actually it was the British group, in the 
end, that suggested some such solution; and 1 prepared to leave for 
Berlin to undertake the negotiations on this new basis. 

At this point a heavy fog settled on England and the continent, 
holding all air and channel transportation fogbound for several days. 
It was an appropriate comment on our progress to that date. 
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The Hollow Squares 

TURNING Berlin into a seedbed of democracy through the in- 
strumentality of a military organization was, to say the least, an 
ambitious project. After my first introduction to the setup as a going 
concern in January 1946, I thought ambition should be made of 
sterner stuff. 

General Clay's Office of Military Government for Germany (U.S.) 
occupied a former Luftwaffe headquarters. On Saturday mornings 
a panorama of the individuals and problems that made up the core 
of American military government was assembled in General Clay's 
conference room. Four long, polished tables arranged to form a 
closed hollow square occupied the center of the room. Around this 
hollow square sat the thirty-two men who constituted the top staff 
and who headed the offices and divisions of military government. 
For two hours, General Clay talked with each of us, proceeding 
clockwise around the table, hearing reports of progress or failure 
in four-power negotiations or in the execution of policies in  the 
United States zone. 

In another part of the American sector of Berlin w a s  another 
building, this one full of conference rooms, each with its hollow- 
square table. The building, splendid in its park setting, where the 
tour powers set up their Allied Control Authority, was a former 
court of commercial justice. It was now the seat of a strange kind of 
international government. At the top of the ACA was the Control 
Council, composed of the four military governors, whose word was 
law. Next was the Co-ordinating Committee, the four deputy 
military governors, who decided what matters to pass along to the 
Control Council for final approval. Then there were the directorates, 
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corresponding roughly to the executive departments of a govern- 
ment, and in each case made up of the four directors of the ap- 
propriate division. The directorates, in turn, delegated specific duties 
to various committees and working parties. 

To  establish a "democratic" basis for Germany's future, General 
Clay ordered the staff of military government to turn the execution 
of most policies over to "the Germans themselves." We were to 
restrict ourselves to giving advice to the Germans, and "observing" 
the results. If we did not like what we observed, our complaints 
had to be forwarded through military channels. 

Before the occupation was a year old one could begin to observe 
that when the "Germans themselves," meaning the top echelons 
of the German administrative agencies, liked the advice they were 
given, they followed it. When they did not like the advice, there were 
difficulties. One could also observe that advice tending toward the 
re-establishment of the old patterns was well liked. Advice that 
smacked of reform was distasteful. 

By drift and by an inner logic of military organization, military 
government was movingfrom its role as an enforcer of reform 
policies to the role of a trustee or custodian of German "recovery," 
and moving along lines well charted in the habits of past genera- 
tions. Back in the Ruhr, in May 1945, I had seen how the command- 
ing general of the corps area would crack the whip because his 
divisions were not getting the streetcars running and the rubble 
cleared fast enough. The sense of being responsible for the welfare 
of the people transcended directives that would have required this 
responsibility to be turned over to Germans. 

Now, at Berlin in 1946, under General Clay's order that re- 
sponsibilities should be turned over to "the Germans themselves," 
it was the reform policies that were being thrown first to German 
administrative bodies. The directors of divisions watching over 
repair of transport, reopening factories, re-establishing telephone 
lines, allocating coal and other scarce materials, clung tightly to the 
programs they had mapped out and offered arguments for delays 
and exceptions. 

One Saturday morning in February 1946, General Clay discovered 
from the report of the Public Safety Branch that the Transport 
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Division had secured exemptions for several thousand Nazis work- 
ing as supervisors on the railway system. The argument was 
that if the Nazis were removed the trains would stop running. 
This report confirmed a charge which had appeared in several 
unfavorable press dispatches from Germany. General Clay's eyes 
snapped an electric spark across the hollow square to the offending 
division director. He  ordered ail the Nazis removed by the follow- 
ing Wednesday, whether the trains ran or not. 

The Nazis were removed and the trains still ran. But the next 
week it was something else of the same kind; and the next, and the 
next. The net effect was that while parts of the military government 
organized boys' baseball leagues, parent-teacher associations, and 
leagues of women voters, and pasted strips of paper over the 
swastikas in school textbooks, top Nazis and Nazi supporters who 
think democracy ridiculous moved into the key positions in the 
economic and administrative life of Germany, or were never 
thrown out. 

Getting rid of Nazis or finding something useful for ex-Nazis 
to do had been a spectacular proposition ever since the time, shortly 
after V-E Day, when General Eisenhower relieved General Patton 
of his command for saying that the difference between Nazis and 
non-Nazis in Germany was like the difference between Republi- 
cans and Democrats in the United States. But the Nazis were only 
a surface phenomenon compared with the deep-seated and persistent 
mania of the Germans for centralizing authority and concentrating 
power. That the mania was not alone a German one may he 
gathered from what happened when the four occupying powers, 
the United States, Britain, France, and Russia, tried to agree on the 
text of a law to end what the Potsdam Agreement called the 
"excessive concentration of economic power" in Germany. 

The matter had been taken up officially for the first time at the 
second meeting of the Co-ordinating Committee of the Allied 
Control Authority held at Berlin on August 17, 1945, with General 
Clay in the chair. The Co-ordinating Committee had decided as a 
first step to draft a control council law to govern the process of 
economic decentralization. A few days later, at the third meeting on 
August 21, General Clay presented for consideration a draft law 
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which would have set up a four-power Commission for Economic 
Decentralization. The commission would be empowered to investi- 
gate and to order the dissolution of enterprises or the termination 
of contracts having a restrictive or monopolistic effect. Under this 
law, contracts or other arrangements in restraint of trade would 
have been declared illegal, and excessive concentrations of economic 
power in the form of cartels or combines would have been pro- 
hibited. The Co-ordinating Committee could not reach an agree- 
ment and referred this draft to the Economic Directorate for study. 

In the Economic Directorate, the Soviet representatives on Sep- 
tember 12, 1945 offered a counterproposal. The principal difference 
was that instead of leaving it in the hands of a commission to de- 
termine for itself in  each case what constituted excessive con- 
centrations of economic power, this law would have defined large 
concentrations in terms of certain standards of size. The enforcing 
agency would have the right to grant exemptions if there was cvi- 
dence that the exemptions were necessary and would not defeat 
the purposes of the law. The Economic Directorate agreed to use 
the Soviet proposal as a basis for discussion and referred the draft 
to a working party for detailed consideration. 

At this point a serious hitch developed. The new text proposed 
to establish definitions of the practices and the types of corporate 
structure that were to be considered illegal. This became known as 
a "mandatory" type of law. The British objected to a "mandatory" 
law and proposed instead to set up an administrative tribunal with 
power to investigate and make its own rules and regulations. From 
the standpoint of American policy, there were two objections to the 
British "nonmandatory" conception. In  the first place, unanimous 
agreement of the four powers would be required to take action in 
any particular case; whereas, if the Jaw itself defined certain 
standards, subject to certain exceptions, unanimous agreement would 
be required to make an exemption. In the second place, a non- 
mandatory law would violate American notions of constitutionality, 
because such legislation would not tell the German businessman 
in advance what was illegal and what was legal. The enforcing 
agency would make up the rules of the game as it went along. 

During the discussions of the draft law Sir Percy Mills, the British 


































































































































































