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INDUSTNX, XXX3ILIZATION OF GEZMANY *' 

18 Narch 1947 

GEhrETLsL $IcKI&LI.ZY: Gentlemen, this morning we have quite a treat 
in store. %e have mith U$ Dr. J. Kenneth' Galbraikh, who is a distinguished 
econo@st, educated in Canadian, American, and English institutions of 
learning, At present he is a member of the Board of Editors of Fortune 
!G!!3plZil?O. 

During %orld Xar II, Dr. Galbraith held several important posts in 
the Office of Price Aihninistration, becoming Deputy Administrator in 
1942. He was a Director of the United States St&to@ Bombing Survey. 

Dr. Galbrafth has taught acgnomics at Harvard and Princeton, and 
is the author of many books and articles on this subject. 

This moryzing his subject is I'Industrial ~~obilization of Germany.11 

I take float pJcasure in&eed in introducing Dr. CUbraith. 

Diz. Gr;LBZITH: Thank you very much, Gcncsal l!!cKinEey, It, is a 
very ,great pleasure to bo hcrc this morning;. 

In examining industr%al mobilization, one's first discovery is a 
pronounced rssenblancd between the ~plans and procedures qf all countries, 
howover different their I:olitics, if they arc faced 7&.th essentially 
similar problems and have an essentially similar ec::nomy. Vhile we 
heEird a &g&A dcai befcrc the 'Jar about what Germany was doing, of the 
iron 3etermination 'with which Germany was approaching the task of in- 
&striaJ m,obilizstion, thoro ware in fact pronouncod rcsernblances ,betwccn 
what Germany did and what happened later in the United Kin@om and in 
mc UqiiLed states. The task that Germany faced, like the task that we 
faced, was t? ci:rivci-t its industries from peacetime intiustry, that is 
Porn producticn :?f ordinary civilian goods and sorvicos, to miIitery 
use D ~Geq:;any~s task,, as ours, was to convert an ecmmy where production 
was doterained by the nee,ds o.nd dcsires of civilians and controlled not 
by e,ontr!sl auth?Jrity bWt by the ebb and flo,:rs of prices in the market-- 
high g&ces stimu'iatin.;; prnductian, low prices retg3~ing it to an ec-?nomy 
:vherc production was controlled by a central authority and where it 
served a ATar plan. Let'us examine this process of mobilization in more 
detail. 
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First, there must be an over-all strategic plan-a notion of the‘ 
kind of war f:?r wars) that is t? be fought. This, in the last analysis, 
indica-kes what is to be produced: Second, thG!re must be a system of 
controls, or more properly an or~ani.Ztion, for g&tin!;. tla:? production 
that is needed. 

In practice: this apparatus for organiaing the economy during; ?P?rlJ 
VU II consisted qf three instruments of control. First, there was a 
system of general price c,?ntrols which h2d th.e affect I-if .scttin:. aside 
the ordinary functioning r!f the m.arket.for civilian purp?scs. In the 
United States, in the United Xin&m, in Germany,. and in Japan, ,?no of 
the first steps in serious mobilization was ts.1 set aside the ordinary 
market machines by which the civilian expresses his tastes in the 
'market ad cmr~ands civilian ~~~3s in return. 

The &cond .pn.rt of this ap:p?.rstus, which also ws commnn tr: all 
.U belli.~;orent cii;ntritis, was a system of controls 3vcr the us& Jf,re-' 

sougces, a contr:)!. over the use 9f ste~;l, nnnferrops metsls, plant 
capacity,' &Cn in greator 'or less extent ~'ver labor W These were desi;mned 
to insure that econ?mi.c resourcz ts were em@Lnyecl inmakin; the end 
products which wore being sou;:ht, 

The third piece of apparatus, which we can <Usmiss very quickly, 
is the system ,of, subsidiary controla rjvcr the civilian "econmg which 
insures that what is left over after military requirements are ?ztilized 
tc the Imximum, is distributed quitably t,-\ the cirvilir;n p>pulatim and 
in sucI1 a manner as t:) maintain economic sta'A.lity m3 ta preserve 
civilian morale. 

To summarize, the three ess$ntial pieces of ccntrol are: first, 
the setting aside .?f the sriinary civiiisn market and civilian market 
machinery by a system Iof cenerai price c;ontr-1s; second, an institution 
of a system of pri:~rities, allscatinns, IabTr c?nts?ls, and w farth, 
which channels pr-ductiae res~-~~es int:) the military pr?thucts called 
for by the war plan; and third, the system of subsidiary and supi;‘TrtinC 
cqntrr!ls over the civilian ec::n:;my which enables the country.t.2 swcnt 
:.,ut the period ?f the omer,;ency with an equitable :Estri?Cuti?n of what 
is available. 

In lo:!king: at Germany, or at any belligerent, it is np~~rent that 
the first thi.nC vo ,want to kn')w abut .is the kind ?f t:'itr th2t is ex- 

'peck&, If rmkili5zttinn, as I have said, is shzr)~'.1 by tkie wzr plan, 
we need t,:: kn;tt; first of all ~&at that war plan is. In the Gcrmsn case, 
it is particularly important because the German mar mXlizati",:n was 
very pr?fcundly shaped by the kind .Jf war the Nazi leaders ex,pectcd 
t2 fight. +d the kind of war the Rational Scialist leaders gA was 
n.3t the kind they exTected.and planned for. 



The German war plan,was,base cl 3n a series of p:?liti.eal and mili- 
tary propssitisns. The first ?f these was that the Western-Pqwcrs were 
politically and morally bankrupt. The sec3ni; prIp2siti?n was that 
2ussia was inconsequential 8s a military g&err Fr7m.thsse tat, r)r,>p- 
csiti::ns, the Nazi leaders concluded that great vict~?I+s COUP< be 
obta.ined by skillful pr?litical strategy, backed up by a,fgrcc of 3X!S 
. In-beln- - t,* Any military campaigns w:ulh be Slitzkrie~s 3r pliCe 
acti?ns, n>t bng, hard campaifns. At n:) time would armany have t? 
fi&t fsr rnT)re than just a f&v m:,nths at a time. '. 

' 

The early history ?f Nazi s+;;;Tessi.on seemed tr, indicate the 
wisd:~i;l qf' this c?ncci:pt. Germany, by a prncess qf blaclanail and threat, 
Teas able to mOve' uncpp!>sed into the I'ihineland and take over Austria. 
4;s the result nf a geat pAitica1 campaig acainst.Czech?sl2vnkia, 
t@y ;;t first the Sudetanland, and subsequently, with?& a sh$ i:ein~ 
fired in anc:er, all gf BDhemis and Mbravia. The Nazi leaders c3nclud3d I 
that their cnncepti?n was essentially sound,that this was the :~ay t7 
O-cht. Yihat with the politically an-3 m-rally ?:ankrupt cW.n$ries in the ., 
Vest, and a weak Russia, all that was nee$e:: was a display ?f f?rce 
com2;ined with clever Fqlitical stirate:-g, an5 the results were forth- . 

The Polish campai,Ln, while it dir!. 1A.n:; the first shqts If ancer, 
furt.her-seeme to demt>nstratm the wis;Iclm :;f this c?ncc+i~n. If it 
came t3 fighting, the campaigns WUM ke quick ad czsy, The subsequent ' 
campaigns 5.n Scandinavia an.2 a:;ainst the French further reinfr?rceZ the 
c2nvicti?n that thi8kinil Qf strategy was essentially valid. 

This was the Nazi $lan. It was n?t the plan of the GermFn General I 
Staff. The Gcncral Stqff ::enerals ncpcr subscribe<? to this d%tA.nc. 
The differences showed up in sharp di.sa::reuner&s over the kind ;f prep- 
aratinn that was needed for war. 

FDr their political warfare and blitzkrieg campaigns, Ahe Nazi 
leaders c;r,clu:le:l that they 5id n>t n<:bd t? 'Iarm in r!epth"---a phrase, 
by the way, that was much used in Cbman planning. They ccncludeg that 
all they neeibd was a larce arsenal, a larec st!:ckFile if yr'u will, gf 
arms in-being. They wanted a striking fr,rce, c.r?und an:1 .aiy, with a 
ready supply of arms, but since they were n& ;‘-!ini; t,:! fi;;ht a l:?ni‘ war, 
they did D>t worry ea;>:ecially Jver whether they h$ the inJustria1 
capacity fcr reprQduci.ng th:>se +rms.' Basic in-lustrial capacity 32s 
only needed f3r a war cf attrition, 'ihe German pTlitica1 leaders 3..d 
not contemplate a war ?f attriticln so they ;sut their primary energies 
into @tini; a larce supply Df arms ?n hand, They did nr?t c?ncentrata 
9n t;ettin~: steel capacity, chcmics.1 dapacity, :)r fuel capacity t-, support 
an3 sustain a l!ong campaigt. I)urinCt the f3Ol.s Germany did ex;xnd its 
steel capacity ani! increased the utilizatiT:n ?f 5:?mestic qres, anLJ it 
bid expand synthetic 2il ca~?acity, 33 as t? 'I;\@ ir&pendcnt of impqrted 
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supplies. It also increased its synthetic rubber capacity, so it was 
not dependent on natural rubber, and of course it expanded finished 
arms capacity very geatly. Those,steps, however, were the essential 
minima that had to be taken for any kind of war, They were necessary 
even to sustain these quick police.actions. You have to have oil for 
an air force even if you don't contemplate its intensive use for more 
than three or four months at a time. You-cannot be dependent on ,out- 
side supplies. 
imp&ted ores, 

You must have steeland you can't be too dependent on 
The Nazis,' however, did not go in for a solidly .or- 

ganized, carefully], planned expansion of their basic capacity, 'on which 
in turn they would build a solidly organized arms industry sufficient 
to sustain a long shooting war, 

The generals, however,.'&ould like to have done just that. The 
' ruling,opinion in the General Staff wa;s that Germany should make prep- 

'arations "in dcpth.tt The generals wanted to expand basic steel capac- 
ity to maybe 30 or 40 mullion tons. (They had about 25 million tons.) 
The gerierals would have liked to expand synthetic rubber capacity and 
oil capacity to sustain any possible drain that might be required. 
They wanted more ordnance capacity, not only for large scale production, 
but for a large scale rcsroduction a s the fortunes -of a long war might 
require. IIowover, thc'Gcneral Staff lost out, and it was -vith the 
&ational Socialist conception of-armam:& in width for a short war 
that Germany went into the actual shooting stage, 

I might say in passing that there were many other aspects of' 
GermanyIs war preparations that were consistent with the groat em- 
phasis on. mobile ground army equipment, great striking power, great 
fire p&er, and a short w&r. For example, this explains why Germany 
did not dcvelop.an independent strategic air force. An independent 
strategic air force is ,:nly serviceable in a long war, a war in TAiicii 

1 you are striking week after -&reek, month after month, at the enemy's 
industrial stren&h and wearing down his total industrisl cnpacitjr. 
It is appropriate only to a ivar of attrition. 

Because the GAP was an adjunct of the ground army, the bombing 
of Engl&~d in.the fall of 1940 and the spring of 1941 was an improvised 
operation. It was not comparable in planning and conception with the 
operations of our own strategic air force in Europe or in the Far East. 

As I have said, thins cc?nccpt of mobilization looked $xce,edingly 
satisfactory f:)r a long period. . Bll Germany had to have was's 'f,.?rce 
in-being more powerful than any opgesing force. For a lony:while this 
was not difficult. In the Polish 'campsi@, Germany won a very satis- 
factory.victory.in a very few weeks, The Norwegian campaign.and the 
French campaign went very satisfactorily, very quickly. 

4- 
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The industrial 'mobilization apparatus which sustained those cam- 
paigns was of an extremely informal, easy-going character. In spite of 
all the talk about total war, Germany had a 'strategic concept which did 
not require total mobilization. For industrial mobilization in %he&e 
years, Germany relied on three organizations. They were all,deficient 
in many features. 

There was first the Economics Ministry, a civilian organization 
under the direction of Dr. Funk. Funk was an incompetent and ineffi- 
cient one-time journalist, who was drunk a great deal of the time; 
(I might enter a parenthesis here. I don't suppose there was ever a 
gcvernrnent in modern times upon which the effect of alcohol on adminis- 
tration was quite as great as in the case of Germany, especially in the 
latter days. When you get to the effect of alcohol on war, I wish you 
would invite me back because I am very fond of lecturing about that.) 

The Economics Ministry was a vast bureaucracy, organized something 
on the Chamber of Commerce pattern with local Vhambers" leading up to 
a central organization-in Berlin, It had the task of channeling raw 
materials into' military use and did it very badly. While it had bean 
built up to get Germany ready for war, when things got really tough, it 
had to be junked. 

The second instrument of preparation w&s the Four-Year Plan under 
the direction of Goering. It appears to have been reasonably effective, 
but it had a very limit(?d objective. The Four-Year Plan was not so much 
for the purpose of mobilizing.Germany!s industrial resources as it was 
for the purpose of filling in the gaps -the gap in oil capacity, in steel 
capacity, and in synthetic rubber supply. 

Finally, there were the procurement arms of the three services, the 
Ground Force, the Navy, and the Luftwaffe. Each of these procurement 
services was highly developed and each procured independently. The Amy, 
which was the senior service, had by far the most extensive procurement 
organization. It divided the country into regional and local procurement 
districts, which placed and supervised the orders although depending on 
the Punk AMinistry for the allocation of the raw materials. The Navy and 
Luftwaffe procure:nent.organizations though well developed were on a much 
smaller scale. 

Between the procurement organizations, there-was some staff co- 
ordination but it was not especially effective. '&e Navy, for example, 
consistently specified small differences in the caliber of its arms so 
that the Army Would not be able to raid its depots in case of emergendy. 
There were small differences in the procurernant of the Luftwaffe to 
serve the same end. There was overlapping and duplication in placing 
orders and some aatual cases of co,mpetition f:or plants and other 
productive capacity. 
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The generals-that wereinohargewere not a very impressive group. 
I have beard that there is a traditio,n,~;ong the'Ameritian services 
which favors ,sea servica;over supply~~semj.,ce,s, and which causes Army 
offid‘ers' to wish they were out ,M.th the troops rather than in the 
Pentagon Building; I can tell you,tha.t.this unfortunate tradition was 
at least a.s strong in the German services. i 

s* 

In all of this there was-very little change unti1.1942,. If you 
were to m$ke a Quick summary, you would say thgt there was a,consider- 
able accumulation of-arms'which gave.the Germans a margin over countries 
which had greatly lagged in their preparation; there w&s capacity fr;r 
production of end products,. but no supporting economy for sustaining 
that production over any considerable period.af time;;there was far. 
loss basic preparation than tie guessed at th.o outbro,ak of the war. ' 
Thd organization for industrial mobilizatinn'was both over&~@.~~d. ' 
and uriderorganizod. Funkfs civilian operation wlzs top-heavy and over- 
organized, arid not ef.fective. 'The Armed Services, with their indepcnd- 
ont pro&emant, were competitive and underbrgsniaed. Finally, and 
I w,ant you to mark this particularly, there was in 1939 and 1940 a very 
fat civilian economy? The Geman standard of living in 1939 was the 
highest in-history. While in 1940 Germany met a reverse in the Bzttle 
of Britain, this did not have a majnr offcct on German thinking. 
France had.been knocked out and the fact that invasion'aas not possible 
in the autumn of ,I940 did not terribly'worry the Germans. They assumed 
victory was in hand anyway-their state of mind xas much the-same as 
ours after %$-Day. They classed England as we did Japan--as an enemy 
which was surely doomed. They -thought that if they or&nized.Europe, 
England one way or another would wither on the vine. 

After the fall of.France, German arms pr&ction was cut back. 
There wzs a general reconversion to civilian production, and actually 
in that year civilian consumption, which was a good measure of the 
,eFtent of the war effort; was only about ten percent belcmr' the 1939 
peak, which was-the hi-ghest in German history, Civil&i consumption 
was higher in 1940 than in 19376 $>-. I 

hte in.1940 the' cutbacks were rescind.ed when secret orders were 
'issued to prepare for the, atitack on Russia the following year. The 
attack on Russia was planned with the same loose and n3t too effeotive 
domestic organization, and with the same idea of a quick campaign, one 
of three months or four months duration. No plqns wore xade for a 
long war in Russia. The Germans were convinced,thst by September or 
October of 1941 .at the latest the Russian cnmpai,:n,would be over, 

All of thischanged, The critical date. was very nearly the same 
as for the United Stxtcs-December; 2.941. Nhen the,,Noscow attack 
failed to g,-, according to plan,' sevcrnl divisions lost their entire 
equipment, transport was snarled up, locomotives and road transports 



froze up or were lost in quantity, this period of German mobilization, 
which we could with some truth call the ~~guns and butter" perfod, came 
ta an end. 

In January of 1942, at about the same time the United States got 
dmn to cases, Fritz Todt was appointed coordinator of procurement. 
Todt was a very able man. He ha2 built the autobahn and organized 
the -construction industry in Germany. Now he was given supervision of 
the procurement of the.armed services and certain authority over allo-- 
cation of raw material. He did nst have firm authority. That spriqg, 
he was killed in an air;3lane accident .and was succeeded by his prstege, 
Albert Speer. 

Specr was,a very young man-- he is now only ,&O--and had been an 
architect for the building of the new Reichschancellery. While he was 
supervising this construction, Hitler,, who was interested in architec- 
turo, had noticed him, invited him to lunch a few times, and taken a 
liking to him. Nhen Todt was killed, I-lit&z, in what he called,one of 
his intuitive decisions , put Spcer in charge of army procurement. This 
was one of Hitler's intuitive decisions which turned out well. 

Speer worked along with about the same authority that Todt had 
until the autumn of 1943, when ho got an executive order-using Bn 
American term --from Hitler. tvbich gave hi?li full and complete power over 
German war m.,biiizat%xx. He then pt Funk out of hi.s way and the 
Econ:;mics Ministry bccamc a mere rationing cuthority f:)r the civilian 
economy, Speer, Sot full contr71 over allocations of raw materials and 
full control over the procurement of the i;rmy and of the Navy. The 
services with whom his men worked intimately turned over to him the:ir 
requirements, 
if necesstiry, 

Speer reviePaed them for prtzctic~bility, cut them down 
an& then arranged production. 

Speer did nst have control over labor, nor &i&he have control 
'cf Luftwaffe pr3curemen.t until a later stage. Air generals were as 
hard to deal with in Germany, I sup:~osc, as they- are everywhere. I 
hope everybody notices that I am handiilg ,out insults with an even hand.' 
i: am going to say something disagreeable about the ,&Wine Corps in a 
minute. 

From the time Speer tack over, there was a spectacular improvement, 
a.really spectacular imiqvcment in German production. Between early 
1942, when Speer tonk offic e,and July and August 1944, when German war 
production reached its peak, output tripled, If you want a final ' 
mcaaure of how 1~ mobilization was in the early stages, you have only 
to reflect on how much it increased* To repeat, in July 1944 German 
war -production was three times what it was in January 194Zp I might say, 
parenthetically, that in January 1942, fantastic as it may seem, German 
war production '!$a$ suffering from a cutback. In September 1941, which 
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was the date when the Russianwar.was supposed'to be over, Hitler cut _ 
back ar&mcnt.&cording 4x2 plan. By-the end nf the year, as a result 
of those cutbacks-although they were rescinded a couple of months 
later---production had fallen about 20 percent, Nevertheless German 
"9' production in July 1944 was at least. two to two and a half times 
greater than it had been,at any previous period. * 

The,Germans.also succeeded in shorter&&heir pipe lines. The 
fact that'they were fighting interior lines in itself helped, but they 
also tianaged to.reduce the time betyreen the design of equipment, its 
production and its use in battle. 

Spcer, in large measure, j unked the old procurement 'system of the 
services or allowed it to survive only as an inspection sLr?vice. He 
set up instead committees consisting of engineers, technicians, the best 
nan from the various war industries. He made them responsible\for meet- 
fng target’s and for putting through technical alterations which were 
called for as specifications changed with the design of now material. 
!The essence of his system was not to take the brass hats of industry, 
but the engineers and the technicians at the second level. These men 
were given authority over the industry or over the component producing 
section of the industry and held responsible for getting the results. 
By giving them progressively higher targets to shoot at, production was 
brought up by the boot straps, 

While the German WKC, mobilization plan can be extensively.criticimd 
for its inadequacy prior to 1942, I have some ardmiration for what was' 
accomplighed after 1942. 

Just to finish off vYith one or two details. Luftwaffe nrocuyoment 
stayed outside of Speerts jurisdiction until February lY+b. Speer only 
got control over aircraft procurement after the great raids on the in- 
dustry in the latter part of February and early March 1944. Xhen the 
German aircraft was plastered inthose raids, the procurement system of 
the Luf,tmffe nearly collapsed, and Sneer was asked to take over. Re 
had long wanted to take over Luftwaffe procurement, and indeed there 
6~s a suspicion current in high circles that h'e had sabotaged the Luft- 
waffs in order to get it under his control. It 'was claimed that where 
there was a choice between allocating materials to the ground'army or 
the naw (for which he was responsible) or to the air forces (for which 
he was not responsible),. the army and navy were favored. As to the 
truth, I do not know.. It does illustrate the'high.importance of co- 
ordinatod, organized procurement. 

After Febr&ry 1944,the Germanaircraft production showed the same 
kind of upsurge that characterized other types of equipment'during the 
preceding year and's half, In spite of the damage done.to the factories, 
Speer managed to get plants,dispersed and working again. Actually, 
while there was a slight slump in production in the early weeks of &arch, 
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production cqught up sg& in the last weeks of the month, and irx Apri.1 
and 1&y was very substantially higher than ~&fore the attacksr The 
production of 'aircraft continued to increase until the autumn of 1946. 

. 
By Wetly of general SUmrri~Sy: German war mobilization went through 

two phases. First, there was a period of ineffectual, sloppy oreaniza- 
tionagainst a war plan that did not call for very much. When that 
war plan'was proven wrong by the reverses at MOSCOW, Germany had to 
change and reorganize its whole production @tin. It had to rexrganize 
its whole pPoduction plan to meet the requirements, nOt of a blitz- 
krieg but of a long war* 

It was too late at that stage to make the fundamental organization 
that would have been required or that would have called for increased 
steel capacity, increased oil. capacity, a ~sncral.broadening bGse of 
the e c onomy 4 However the reorganization it,-lf was not a failure. 
1-t 'via28 a s1xccoss compartxl ~sith 'v&at Germany had previously accomplished. 

Prom 1942 on, Germany did a very creditable job* There 'wore some 
weaknesses that were no$- patch& up. Germany n0ver got a first-rate 
system of steel allOcati0n. There wetie other ~~zknesses in lAbor 
utiliza.tion. ii great many German plant s‘rs,n all through the war on 
one shift, a very surprising fact. But aftOr 1942, I think, ollze has , 
to accord some Of the respect t0 the German achievement that on?: very 
justly tlenS,es 'i;t for the years up to 1942. 

Thank you very much. 
(' 

GENERiL UcRINLEY: $1o era now open for quest&x&. 

COLCBEL TAYLOR: -'I wouicl l.j.kc to ask you whether you feel that 
Germany failed'in its research and development program? 

DR. CALBJ&ITIG: I don't. know, Colonel TaylOr. T&it is a question 
On virhich I wOuld want to disqutrli.fjT myself, I e.m not a sciontist, and 
I really have difficulty answering it. The 'U;;chrm&ht did dcvoto a lot 
of energy and, a lot of money to research and develOpmen+,. Nest to the 
atDWic bomb, the V2 was perhaps the greatest technical achfevemetlt Of 

.the .WEQ. If t!le V2 had been combined with an atomic war head, it w0ul.d 
have been very, very unfortunate for England and a31 of us. 

A STUDE~JT: Do you how what; work the Central Staff did in deter- 
mining the ecOnOmic potenti?, 0f the other countri&s outside Of Germany? 

IX G~,LBXZMr Not in detail. The Section which did that. wss.. 
taken almost intact. The documents wore, I believe, taken to the 
SEGLW Ilocwrumt Center a few days before or 2. fel7 days after VE Bay. 
I spent a short time ping over them,, some Of my people a good'deal 



more,. 7$e werd'interested in them at that time in ?ihat information 
Germany had about Japan, rather than how accurate t$eir information 
was on the United States and the United Kingdom. But I have.no real 
feeling as to how well. organized or how good these data were, I would 
say their information on Japan was~not too good. 

. 
GEITlf%XL &!cKINLEY: Do you dare to make any remarks on their ability 

to organize industry in the countries they had taken over? 

DR. -GALBW~ITI!: Yes, that is a very interesting point,' Of course, 
the Germans got raw material out of the countries they overran, and 
they.got there just in time, too. Xhen the Germans reached the manga- 
n3se deposits in Russia, they had only about a month(s supply of man- 
gale se left, They were am"u,Ily short of chrtirjre and ,nickel, when they 
overran new sources. There was a IThole succession of 'crises which 
were averted by getting new resources of ferro-alloys. 
the.y had taken the Ukr-zine 

By the time 
and Don Basin and had encircled and taken 

over Scandinavia and France, arid the Balkans, they had access to every 
raw.matesial they needed excc@ oil and natural rubber, but there were 
very critical pesioiis. : The German stockpiles at the outbreak of'tho 
Tlar Cm0 not large, sx'n!c woizldn~t run more than a few 'months of wartime 
consumption; 

As far as manufacturing cnp;Ecity was concerned, the occupied 
countries did not make a great ccntribution to Germany. :'Wt'her that 
was deliberate or not it is hard to say. The Germans had generally in 
mind to make Germany the :~sens.l and tn make France the civilian goods 
supplier. Therefore, the Germans did not tnkc steps to organize arms 
production in France in a large v~ay. 

As far as intermediate materials like steel were conoerned, they 
had,a great deal. of difficulty in getting French, Belgian and Luxemburg 
steel production anyNhcre near capacity: They captured some 11 million 
tons of steel cspsci,ty, 'but I doubt if they got'more than Six or seven 
millinn tons in'any onc.year out of those countries. 

As a.minor sidelight, the Germans did go to some length to dcvelop 
new propellant capaci.t;ii in Russia. Perhaps some loLgi.stics pr&lem 
caused them to build two powder plants, I'bol.i.cvc, .in the Dar. Basin. 
1-i; was an unhappy experience because they ?j,'ere abtiut 95 portent com- 
plcted according to German sources when the Russians recapk1red them. 

A STUDENT': Doctor, y&l spoke of there being two concepts of ww 
in Germany, the 2arty and the military'. First, .was there a definite 
time fz the -shift from one concept to the ether? And second, is tfiore 
any in!ication .thnt there was much planning from the military concept 
,and much development along that laae? 

IX. GALB:?ITI-I: No‘ " The j~arty concept ruled categrricaily until 
1942 when there ceased to be a difference between them, 

-lO- 
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A STUDENT: Through.the thirties? 

DR. GALBlWtTH: Through the thirties up until the reverses in 
I\Eoscow the Party concept-of a wealth of arms in-being prevailed, not 
the General Staff conception of a solid prepared basic,capncity. The 
General Staff did not want a war until 1950 or 19.52 because, obviously, 
their type of planning took a lot more time. . 

Di?. * XTEXSCN: At the time Germany shifted into the second phase 
of the mobilizing of industry were there any corresponding chan,Tes in 
the food program? 

DR. GAL&AfTH: Yes, in 1939, Dr. ieterson, 1940 and 1941 the 
standard of livi-nS and the food intake was about on a level. There was, 
:,f cuurse, r&i.oning but the rations iniere generous, and except for fata, 
there was certainly no hardship and really net much sacrifice; 

Beginnini in 1942, the food posj.tion began to get somewhat tighter. 
It remained perfectly adequate, the food was perfectly good, and there 
was no deficiency in the cal&i.c~intake. It was higher than it was in 
Britain, but there were n'j l.on{er any luxuries, no longer any surpluses~ 
That condition rcmainod until the end of the mar. Rationing tightened 
a little bit in 1943, a lot more in 19114, although there was no hunger 
in Germany at any time i~u.ring the war except temporarily from bamblm$, 

A STUDENT: Can you tell us how the Germans financed their mobi- 
lization, their principal methods, and percentages of' taxes, and 30 on? 

DB. GAIBRAITH: Yes. In the broad outlines it was the same as in 
the United States. You first would free?e your prices., then freeze 
your wages, so you don't have any ere@t increase in income, hqld that 
stable, Then you divide the load of pr~ursmcnt between whst you can 
get back out of those incomes in the form of taxes and new money that 
you put in in the form of loans borrowed. In general, the CWmans re-' 
lied a little more on borrowing, much mzo than the British did, some- 
.whgt more than we d,id. SpeakinS roughly, they relied more on new money 
than we did. There was an expansion of about sevenfold in the German 

.currency pr its equivalent bctwocn the outbreak of the war and the and 
of the war. 

Tne kinds of taxes Germany‘levied mere the principal difference. 
It is important to keep in mind that Germany was a fascist state. It ~ 
involved c,alitiDn between the Nazi- LI and the ultra reactionary in&s- 
trialists who, as a pnrt of the bar@.n, exacted protection from 
taxation. German taes in the upper income,brack:ets were comparatively 
1OW. They were very much lower than in Britain an6 considerably lower 
than in this country. At the same time, the tax&~ at the bottom of the 
scale of workers ran up anywhere frohl. three or 'four times 'what they tvere 
in England, and eight or ten times what they were in the United States. 



GEXiERAL h!cKlXLEY: It wasnft popular to kick about it, though, 
was it? 

DR. GALBRAITH: No, there was no great agitation! ' 

iA STUDEI\J'T: VJe have read that the aconqmic mobile units of the 
Wehrmacht preceded the fighting forces, and then after victory, they 
followed. How did they accomplish this without getting caught? How 
did they operate. in t,he initial phase? 

.DR i &.LBRAITH: What were the units?. 

il. STUDENT: Economic mobile units, they were called., .of the 
!whrmacht l 

DR. GALI3RAITI-I: I would really doubt that they did. 
/ I 

A STUDENT: I questioned it. That is why I asked6 

DR. QiLBiZ~\ITH: Of course, they did‘haao units in the battle of 
France -which secured gasoline supplies and things of that nature in 
advance of the main elements. 
that story. 

1 iu,p.k>oge that is what is implied by 
r 

., 
DR. IWNTI3R: SupI~se the Gsrman General Staff conception of arming 

in depth had been ado#cd fr:m the outsot or at an early date, could 
you suggest -vvhat possible effect that noul.Z have had on the course of 
the WEZ in 1943 and 1944? 

DR. GALBRAITH: Well, 1 think th is is a point to keep'in mind 
there. If the General Staff idea had been follo-&d, there wouldn',t 
have beep any war in 1942 or 1943. They nrera not rcady.for ,,it by then. 
Their idea was .buildin~ up steel capacity, building up large stockpiles 
of nonferrous metals, ferro-alloys, building up oil and rub&r. General 
Thomas, who was in charge -of ec3nomi.c pianning for the pr,?curement branch 
of the ground forces,:said that 1950 or.1952 was the earliest that they 
would be ready for the General Staff kind of ?var. Now,/~f ccurso, by 
1950 or 1952 it is entirely possible'tha t ye and the British vould have 
aroused ourselves to the point where, with our large potpntial,. :rse. ?Tould 
have been even more ready. That is a gamble. Maybe the General Staff 
couldn't have won as easily in 1952. 

DR. ISUIYTER: The collapse in 19.45 then was definitely due tothis 
ladk of a broad base of armament? 

DR. GALRIUTII: No.' I certainly wouldn't say so. 
defeated by.countrie~ with a v&de 

Gormany,was 
superiority whr) met the G&mans and 

beat them. I think of &dmiral 'Doenitz' explandtion~ of why the submarine 
offensive failed, He said, "The collapse of the submarine camg~ign in 
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1945 is to be attributed to the fact that Germany nq longer existed, 
having been overrun br American and British troops, 
, 

GENEiXL MCKINLEY: Well, Doctor, there seems tc> be nc) other- 
quostipncc; 'iie are very grateful to you intleec! for coming here and 
giving us this very splendid talk; Thank you vqry much. 

(17 April 1947--36O)E 


