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N O T I C E  
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M r .  M a r t i n  J.  H i l l e n b r a n d ,  D i r e c t o r  of the  Off ice  of G e r m a n  
A f f a i r s  of the  Sta te  D e p a r t m e n t ,  Wash ing ton ,  D . C . ,  was  b o r n  in Ohio 
on 1 A u g u s t  1915. He r e c e i v e d  his  e d u c a t i o n  in the  Un i t ed  S t a t e s ,  
i n c l u d i n g  a P h . D .  f r o m  C o l u m b i a  U n i v e r s i t y .  In 1939 he  e n t e r e d  the  
F o r e i g n  S e r v i c e  and was  a s s i g n e d  to Z u r i c h .  S ince  t hen  he has  
s e r v e d  in Rangoon ,  C a l c u t t a ,  L o u r e n c o  M a r q u e s ,  B r e m e n ,  P a r i s ,  
and B e r l i n .  Mr .  H i l l e n b r a n d  was  d e t a i l e d  to H a r v a r d  U n i v e r s i t y  in 
1949 for  s p e c i a l  s t u d i e s  in e c o n o m i c s .  He was  a s s i g n e d  to his  
p r e s e n t  p o s i t i o n  in S e p t e m b e r  of 1958. Th i s  is h is  f i r s t  l e c t u r e  at  
the  I n d u s t r i a l  C o l l e g e .  
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WEST GERMANY: ECONOMIC ASPECTS 

31 M a r c h  1960 

C O L O N E L  F L Y N N :  A f t e r  W o r l d  W a r  II,  a m a j o r  i t e m  on the 
a g e n d a  of the a l l i e d  p o w e r s  was  the d e c a r t e l i z a t i o n  of G e r m a n y .  T o d a y  
this  s e e m s  to be a l l  but f o r g o t t e n ,  wi th  l i t t l e  thought  a p p a r e n t l y  g i v e n  
to the d a n g e r  of e x c e s s i v e  c o n c e n t r a t i o n  of p o w e r  in W e s t e r n  G e r m a n y .  
But ,  i s  th is  a d a n g e r ,  o r  is  it  in  the b e s t  i n t e r e s t s  of the C o m m o n  
M a r k e t ,  o r  fo r  un i ty  in a l l  of W e s t e r n  E u r o p e  o r  in the s t r e n g t h  of the 
f r e e  w o r l d ?  

Today  we t u r n  ou r  a t t e n t i o n  to the e c o n o m y  of W e s t e r n  G e r m a n y ,  
and we a r e  p r i v i l e g e d ,  i n d e e d ,  to have  as  our  s p e a k e r  the D i r e c t o r  of 
the Off ice  of G e r m a n  A f f a i r s  of the D e p a r t m e n t  of S ta t e ,  Mr .  M a r t i n  J .  
H i l l e n b r a n d .  Mr .  H i l l e n b r a n d .  

MR. H I L L E N B R A N D :  G e n t l e m e n :  I wi l l  c o m e  l a t e r  to the q u e s t i o n  
w h i c h  C o l o n e l  F l y n n  r a i s e d ,  the q u e s t i o n  of the r e c a r t e l i z a t i o n  o r  the 
r e c o n c e n t r a t i o n  of G e r m a n  i n d u s t r y ,  but,  b e f o r e  I do that ,  I wou ld  l ike  
to r e v i e w  v e r y  b r i e f l y  the d e v e l o p m e n t  of the G e r m a n  e c o n o m y  w h i c h  
h a s  t a k e n  p l a c e  in  the p o s t w a r  w o r l d ,  and  which  has  g i v e n  r i s e  to the 
e x p r e s s i o n ,  " G e r m a n  e c o n o m i c  m i r a c l e ,  " o r ,  as  the G e r m a n s  s a y ,  
"d i e  D e u t s c h e  w i r t s c h o f t w u n d e r . "  

The p o s t w a r  e c o n o m i c  h i s t o r y  of G e r m a n y  is  p e r h a p s  one of the 
be s t  l a b o r a t o r i e s  fo r  the a p p l i c a t i o n  of e c o n o m i c  t h e o r y  and the s tudy  of 
how that  t h e o r y  a c t u a l l y  d o e s ,  o r  does  not: apply  to the r e a l  f a c t s  of 
e c o n o m i c  l i fe  tha t  we c a n  f ind,  b e c a u s e ,  as  you  know,  o r  at  l e a s t  t hose  
of you who w e r e  in  G e r m a n y  in  the i m m e d i a t e  p o s t w a r  p e r i o d  know,  the 
r e v i v a l  of the G e r m a n  e c o n o m y  in th is  p e r i o d  of s o m e  15 y e a r s  h a s  b e e n  
a l m o s t  f r o m  s c r a t c h .  

In  a p h y s i c a l  s e n s e ,  G e r m a n y  in  1 9 4 5 - - w h e n  I u s e  the t e r m  
" G e r m a n y "  I m e a n  p a r t i c u l a r l y  W e s t  G e r m a n y ,  o r  the F e d e r a l  R e p u b l i c  
of G e r m a n y - - t h i s  c o u n t r y  of s o m e  52 m i l l i o n  peop le ,  w h i c h  i s  u n d e r  the 
g o v e r n a n c e  of the a u t h o r i t i e s  in Bonn,  and  wh ich  is  sp l i t  off f r o m  the 
E a s t  p a r t  of G e r m a n y ,  the s o - c a l l e d  G e r m a n  D e m o c r a t i c  R e p u b l i c ,  
w h i c h  c o n t a i n s  the r e m a i n i n g  s o m e  17 m i l l i o n  G e r m a n s  who w e r e  
f o r m e r l y  m e m b e r s  of the G e r m a n  R e i c h ,  was  in  a p r o s t r a t e  pos i t i on .  
I t s  p h y s i c a l  p lan t  was  to a g r e a t  e x t e n t  e i t h e r  d e m o l i s h e d  o r  in a s t a t e  
of u n u s a b i l i t y .  The whole  w a r p  and woof  of the e c o n o m y  had  b e e n  
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d i s r u p t e d ;  the n o r m a l  flow of goods  had  s topped .  T h e r e  was  no s t a b l e  
c u r r e n c y ;  t h e r e  was  no c u r r e n c y ,  in  fac t ,  that  was  w o r t h  any th ing .  The  
p r o c e s s e s  of n o r m a l  t r a d e  and e x c h a n g e  had  c e a s e d .  The b l a c k  m a r k e t  
w a s  the u n i v e r s a l  m e c h a n i s m  by which  s u c h  goods  as  w e r e  e x c h a n g e d  
did f low th rough  the l i fe  of the p s e u d o - e c o n o m y  that  r e m a i n e d  in  1945. 

Now,  15 y e a r s  a f t e r w a r d s ,  it  i s  no e x a g g e r a t i o n  to say  tha t  the 
e c o n o m y  of W e s t e r n  G e r m a n y  i s  the m o s t  p o w e r f u l  in  E u r o p e ,  and  a l l  
the g r o w t h  t e n d e n c i e s  tha t  c a n  be no t ed  i n d i c a t e  tha t  i t  wi l l  b e c o m e  
r e l a t i v e l y  m o r e  p o w e r f u l  wi th  r e s p e c t  to the e c o n o m i e s  of the o t h e r  
p r i n c i p a l  c o u n t r i e s ,  F r a n c e  and  the U . K .  

The r e a s o n  fo r  this  s t a r t l i n g  d e v e l o p m e n t  i s  a s u b j e c t  of g r e a t  d i s -  
pute  a m o n g  e c o n o m i s t s .  Does  i t  r e a l l y  r e p r e s e n t  an e x p l o s i o n  w h i c h  is  
c o m p l e t e l y  i n e x p l i c a b l e  in  t e r m s  of c o n v e n t i o n a l  e c o n o m i c  t h e o r y ?  Or  
can  it  a c t u a l l y  be e x p l a i n e d  in t e r m s  of that  t h e o r y ?  

I th ink we m i g h t  b e g i n  wi th  c e r t a i n  b a s i c  s t a t i s t i c a l  da ta  w h i c h  wi l l  
g ive you  an i d e a  of the r a n g e  of g r o w t h  tha t  has  a c t u a l l y  t aken  p l a c e .  To 
s t a r t  wi th  g r o s s  n a t i o n a l  p r o d u c t ,  the n o r m a l  f i g u r e  is  c a l c u l a t e d  in  
t e r m s  of 1954 p r i c e  l e v e l s .  Th i s  GNP i n c r e a s e d  by 92 p e r c e n t  b e t w e e n  
1950 and  1959, o r  f r o m  $26 .5  b i l l i on  to $ 5 0 . 9  b i l l ion .  A l though  the r a t e  
of e x p a n s i o n  has  s l o w e d  s o m e w h a t  in  r e c e n t  y e a r s ,  the a v e r a g e  a n n u a l  
i n c r e a s e  f o r  t he se  y e a r s  is  s t i l l  s u b s t a n t i a l l y  above  that  of o t h e r  c o u n -  
t r i e s  of the o r g a n i z a t i o n s  of E u r o p e a n  E c o n o m i c  C o o p e r a t i o n ,  wh ich  
i n c l u d e s  a l l  of the p r i n c i p a l  W e s t e r n  E u r o p e a n  c o u n t r i e s ,  as  w e l l  as  
above  the g r o w t h  r a t e  of the Un i t ed  S t a t e s .  

M o r e o v e r ,  s i n c e  the m i d d l e  of 1959, the F e d e r a l  R e p u b l i c  has  
e n t e r e d  a n o t h e r  b o o m  p e r i o d ,  wh ich  s h o w s  no p r e s e n t  s i gns  of s l a c k e n -  

ing.  

I n d u s t r i a l  p r o d u c t i o n ,  u s i n g  1950 as  a b a s e  y e a r  at  100, h a s  i n -  
c r e a s e d  to 247 in  the f o u r t h  q u a r t e r  of 1959; 258 in  the m a n u f a c t u r i n g  
i n d u s t r i e s ;  147 in  m i n i n g ;  250 in  e l e c t r i c i t y  and gas;  and 209 in the 
bu i ld ing  i n d u s t r i e s .  P e r  c a p i t a  p r o d u c t i o n  in  the i n d u s t r i a l  f i e ld  has  
gone up f r o m  100 in  1950 to 225 in the f o u r t h  q u a r t e r  of 1959. 

In the f o r e i g n  t r a d e  f i e ld ,  a l t hough  G e r m a n y  h a s  a t r a d e  d e f i c i t  
wi th  the d o l l a r  a r e a ,  i t  has  m a i n t a i n e d  a s u b s t a n t i a l  e x p o r t  s u r p l u s  
wi th  o t h e r  c u r r e n c y  a r e a s ,  and the F e d e r a l  R e p u b l i c  is  now the t h i r d  
m o s t  i m p o r t a n t  t r a d i n g  c o u n t r y  in  the w o r l d .  In 1959 G e r m a n  e x p o r t s  
and i m p o r t s  w e r e  v a l u e d  at  $18 .2  b i l l ion ,  as  c o m p a r e d  with $4 .7  b i l l i on  

in 1950. 2 



I can  r e m e m b e r  how s o m e  r a s h  v i s i o n a r i e s  who w e r e  t r y i n g  to 
p r o j e c t  the g r o w t h  of the G e r m a n  e c o n o m y  into  the f u t u r e  w i s t f u l l y  
e x p r e s s e d  the hope ,  a f t e r  the c u r r e n c y  r e f o r m  of 1948, that ,  if only  by 
s o m e  m i r a c l e  the F e d e r a l  R e p u b l i c  cou ld  a c h i e v e  an e x p o r t  f i g u r e  of 
s o m e  10 b i l l i on  D - m a r k s ,  the r o u g h  e q u i v a l e n t  of $ 2 . 5  b i l l ion ,  t h e r e  
would  no l o n g e r  be any  r e q u i r e m e n t  fo r  U . S .  a id .  No one a c t u a l l y  be -  
l i e v e d  that  th is  was  an a t t a i n a b l e  f i g u r e  in those  d a y s ,  but i t  was  a 
f i g u r e  wh ich  was  se t  up as  a goal .  How fa r  the G e r m a n  e c o n o m y  h a s  
d e v e l o p e d  in e x c e s s  of t he se  e x p e c t a t i o n s  is  i n d i c a t e d  by the fac t  that  
the v a l u e  of G e r m a n  e x p o r t s  i s  at  the p r e s e n t  t i m e  r u n n i n g  at a m o n t h l y  
a v e r a g e  above  $9 b i l l ion  p e r  a n n u m ,  o r ,  r ough ly ,  n e a r l y  fou r  t i m e s  as  
m u c h  as th is  f i g u r e  which  no one r e a l l y  e x p e c t e d  cou ld  be a t t a i n e d  by 
G e r m a n  e x p o r t s .  

As a r e s u l t  of a p e r s i s t e n t  e x p o r t  s u r p l u s ,  gold and f o r e i g n  ex-  
c h a n g e  b a l a n c e s  of the F e d e r a l  R e p u b l i c  have  r i s e n  s t e a d i l y .  At the 
p r e s e n t  t i m e  they a m o u n t ,  r o u g h l y ,  to $6 b i l l ion ,  in U . S .  m o n e t a r y  
v a l u e s ,  of w h i c h  s o m e  $5 b i l l i on  is  a c t u a l l y  he ld  in gold o r  U . S .  d o l l a r  
h o l d i n g s .  

The budge t  of the F e d e r a l  R e p u b l i c  has  i n c r e a s e d  to a l e v e l  in  the 
p r e s e n t  f i s c a l  y e a r  1959-60,  w h i c h  ends  today,  31 M a r c h ,  of r o u g h l y  
40 b i l l i on  D - m a r k s - - d o u b l e  the f i g u r e  of 10 y e a r s  ago.  As you  m a y  be 
a w a r e ,  the F e d e r a l  R e p u b l i c ,  a l though  it  c an  r u n  a s h o r t - t e r m  a c c o u n t -  
ing  de f i c i t ,  d r a w i n g  on s h o r t - t e r m  loan  p o s s i b i l i t i e s ,  c a n n o t  e n g a g e  in  
m a j o r  de f i c i t  f i n a n c i n g  u n d e r  the C o n s t i t u t i o n  o r  b a s i c  law.  H e n c e ,  in  
e f f ec t ,  the F e d e r a l  Repub l i c  is  w i thou t  any  s i g n i f i c a n t  n a t i o n a l  debt  at  the 
p r e s e n t  t i m e .  

F i n a l l y ,  in  the f i e ld  of e m p l o y m e n t ,  u n e m p l o y m e n t  has  s t e a d i l y  r e -  
d u c e d  f r o m  s l i g h t l y  m o r e  than 10 p e r c e n t  of the l a b o r  f o r c e  in 1950 to 
a p o s t w a r  low of l e s s  than  1 p e r c e n t  in S e p t e m b e r  1959. A c t u a l l y ,  
t h e r e  is  no u n e m p l o y m e n t  in G e r m a n y ,  and  in  m a n y  a r e a s  of the e c o n -  
o m y  t h e r e  is  a de f in i t e  l a b o r  s h o r t a g e  w h i c h  h a s  r e s u l t e d  in  the n e e d  to 
i m p o r t  l a b o r  f r o m  s u c h  c o u n t r i e s  as  I t a ly .  A v e r a g e  h o u r l y  e a r n i n g s  in 
i n d u s t r y  have  m o r e  than  doub led  s i n c e  1948. 

Now,  as  I i n d i c a t e d ,  e c o n o m i s t s  have  a d v a n c e d  v a r i o u s  r e a s o n s  f o r  
th is  p h e n o m e n a l  e c o n o m i c  g r o w t h  in  the F e d e r a l  R e p u b l i c  d u r i n g  Lhe 
p o s t w a r  p e r i o d ,  and p a r t i c u l a r l y  s i n c e  the c u r r e n c y  r e f o r m  of 1948. 

A m o n g  the r e a s o n s  w h i c h  a r e  a d v a n c e d  a r e  the e f f o r t s  of m a n a g e -  
m e n t ,  the l eng th  of h o u r s  w h i c h  m a n a g e m e n t  i s  w i l l i ng  to w o r k ,  the 
i n c o n v e n i e n c e s  w h i c h  it  i s  w i l l i n g  to a c c e p t ,  and  the d r i v e  and  



o r g a n i z a t i o n a l  ab i l i t y  wh ich  it  has  b r o u g h t  to the r e c o n s t r u c t i o n  of the 
G e r m a n  e c o n o m y .  A n o t h e r  r e a s o n  of ten  a d v a n c e d  is  g o v e r n m e n t a l  
m o n e t a r y  and f i s c a l  po l i cy ,  and the f r e e  m a r k e t  po l i cy  of the g o v e r n -  
m e n t  wi th  wh ich  the M i n i s t e r  of E c o n o m i c s ,  L u d w i g  E r h a r d ,  i s  i d e n t i -  
f ied .  G o v e r n m e n t  i n v e s t m e n t  l e g i s l a t i o n  is  a n o t h e r  f a c t o r  o f ten  
a d v a n c e d .  Then  t h e r e  is  the c o n t r i b u t i o n  of l a b o r  and r e f u g e e s ,  and  
a l l i e d  a id  and o c c u p a t i o n  p o l i c i e s ,  i n c l u d i n g  the c u r r e n c y  r e f o r m  of 
June  1948, w h i c h  the Un i t ed  S ta t e s  was  p r i m a r i l y  i n s t r u m e n t a l  in 
f o r c i n g  t h rough ,  in s o m e  r e s p e c t s  a g a i n s t  the a d v i c e  of s o m e  of the 
G e r m a n  l e a d e r s  of that  p e r i o d  in  the bank ing  f i e ld ,  and  a l s o  a g a i n s t  the 
a d v i c e ,  o r  at  l e a s t  a g a i n s t  the d e s i r e s ,  of the B r i t i s h  and F r e n c h  m i l i -  
t a r y  g o v e r n m e n t s - - a l t h o u g h  in  the end they a l l  a g r e e d  that  th is  wou ld  
have  to be done .  T h e n  t h e r e  is  a g e n e r a l  r e a s o n ,  w h i c h  cou ld  p e r h a p s  
be s t  be d e s c r i b e d  as  the p o l i t i c a l  and p s y c h o l o g i c a l  c o n d i t i o n s  p r e v a i l -  
ing  in the p o s t w a r  F e d e r a l  Repub l i c .  

D e p e n d i n g  on the s c h o o l  to wh ich  the i n d i v i d u a l  e c o n o m i s t  b e l o n g s ,  
e m p h a s i s  h a s  b e e n  p l a c e d  on one o r  m o r e  of t h e s e  v a r i o u s  f a c t o r s .  One 
th ing is  c e r t a i n - - t h e  o r t h o d o x  K e y n e s i a n  o r  n e o - K e y n e s i a n  e c o n o m i s t  
w i l l  f ind i t  d i f f i cu l t  to e x p l a i n  the p o s t w a r  G e r m a n  e c o n o m y  in  t e r m s  of 
h i s  own p r e f e r r e d  t h e o r y  of e c o n o m i c  g r o w t h  and the b u s i n e s s  c y c l e .  

A v e r y  good e x a m p l e ,  a s o m e w h a t  l u d i c r o u s  one ,  i s  p r o v i d e d  by 
the g l o o m y  p r e d i c t i o n s  of P r o f e s s o r  B a l l o g h  of Oxfo rd  U n i v e r s i t y .  In  
1950 he w r o t e  a book,  c a l l e d  " G e r m a n y :  An E x p e r i m e n t  in  P l a n n i n g  
fo r  the F r e e  P r i c e  M e c h a n i s m ,  " in  wh ich  he p r e d i c t e d  d i r e  d e v e l o p -  
m e n t s  in  the F e d e r a l  Repub l i c .  He cou ld  not  have  b e e n  m o r e  w r o n g  in  
h i s  p r e d i c t i o n s  if he had  d e l i b e r a t e l y  s e t  out to have  e v e r y  one of h i s  
m a j o r  c a l c u l a t i o n s  p r o v e d  w r o n g .  Not  one of the f a c t o r s  w h i c h  he 
a d d u c e d  as  i n e v i t a b l y  c o n t r i b u t i n g  t o w a r d  e c o n o m i c  c r i s i s  and s t a g n a -  
t ion in the G e r m a n  e c o n o m y  has  a f f e c t e d  the a c t u a l  g r o w t h  of the e c o n -  
omy .  

P e r h a p s  a u s e f u l  way  to a t t e m p t  to a n a l y z e  the r e a s o n s  f o r  this  
g r o w t h  is  to a t t e m p t  to s e e  w h e t h e r  the o p e r a t i o n  of c o m p e t i t i o n  of f r e e  
m a r k e t  f o r c e s ,  app l i ed  a l m o s t  in  t e r m s  of c l a s s i c a l  e c o n o m i c  t h e o r y ,  
p r o v i d e s  a u s e f u l  b a s i s  fo r  e x p l a n a t i o n .  This  p r e t t y  m u c h  is  the off i -  
c i a l  e x p l a n a t i o n  which  the G e r m a n  "Minis t ry  of E c o n o m i c s  a d v a n c e s .  
D r .  E r h a r d ,  who is  a r a t h e r  f o r c e f u l  s p e a k e r ,  goes  a r o u n d  the c o u n t r y  
m a k i n g  s p e e c h e s  in wh ich  he s a y s  that  the r e a s o n  fo r  the p h e n o m e n a l  
e c o n o m i c  g r o w t h  in  G e r m a n y  is  the f r e e  m a r k e t  p o l i c y  w h i c h  the g o v e r n -  
m e n t ,  and p a r t i c u l a r l y  h i s  M i n i s t r y ,  ha s  e s p o u s e d .  And t h e r e  is  a 
s c h o o l  of e c o n o m i s t s ,  c e n t e r e d  a r o u n d  P r o f e s s o r  Roepke  of the Un i -  
v e r s i t y  of G e n e v a ,  w h i c h  has  b a s e d  a whole  new d e v e l o p m e n t  of 
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n e o - c l a s s i c a l  e c o n o m i c  t h e o r y ,  w h i c h  h a s n ' t  a f f e c t e d  th ink ing  m u c h  in 
this  c o u n t r y  y e t  but wh ich  is v e r y  i n f l u e n t i a l  in  E u r o p e  in e c o n o m i c s  
f a c u l t i e s ,  on the c o n c l u s i o n s  d r a w n  f r o m  the g rowth  of the G e r m a n  
e c o n o m y .  

The m o s t  i m p o r t a n t  of the v a r i o u s  m e a s u r e s  t aken  was  the c u r r e n c y  
r e f o r m  of June  1948, wh ich  l i t e r a l l y  put the c u r r e n c y  of the F e d e r a l  
R e p u b l i c ,  w h i c h  had  b e c o m e  v a l u e l e s s ,  t h rough  a d r a s t i c  w r i n g e r .  
V a l u e s  in  a l l  c a t e g o r i e s ,  e x c e p t  a c t u a l  p o s s e s s i o n  of p h y s i c a l  goods ,  
w e r e  w r i t t e n  d o w n - - m o r e  than 90 p e r c e n t ,  as  i t  a c t u a l l y  w o r k e d  out.  
At the s a m e  t i m e ,  a l l  but a s m a l l  r e s i d u u m  of r a t i o n i n g  and o t h e r  con -  
t r o l s  on the e c o n o m y  w e r e  a b a n d o n e d .  The A l l i e d  O r d i n a n c e s  of 1947, 
p r o h i b i t i n g  c a r t e l  a g r e e m e n t s  and p r o v i d i n g  f o r  the b r e a k u p  of the 
l a r g e s t  c o m b i n e s  in  G e r m a n  h e a v y  i n d u s t r y  as  w e l l  a s  in  c o m m e r c i a l  
bank ing ,  w e r e  i m p l e m e n t e d .  

Al l  of t h e s e  f a c t o r s  w o r k i n g  t o g e t h e r  c e r t a i n l y  c o n d i t i o n e d  the 
e c o n o m y  in  the d i r e c t i o n  of g r e a t e r  f r e e d o m ,  wi th  g r e a t e r  p o s s i b i l i t i e s  
of c h o i c e  fo r  the G e r m a n  m a n a g e r  and  e n t r e p r e n e u r .  In the A m e r i c a n  
Zone of O c c u p a t i o n  at  that  t i m e ,  g r e a t  s t r e s s  was  a l s o  l a id  on wha t  was  
c a l l e d  G e w e r b e  f r e i h e i t ,  o r  a b o l i t i o n  of the l i c e n s i n g  s y s t e m ,  w h i c h  is  
g e n e r a l l y  found in  m o s t  E u r o p e a n  c o u n t r i e s ,  and wh ich  r e q u i r e d  that  the 
v e s t i g e s  of the gui ld  s y s t e m  a u t h o r i z e  the e n t r y  of any new p e r s o n  o r  
c o m p a n y  in to  a s p e c i f i c  f i e ld  of e n d e a v o r .  

F o r  e x a m p l e ,  if a m a n  wan ted  to open a d r u g s t o r e  o r  a p h a r m a c y ,  
he c o u l d n ' t  do i t .  He would  have  to get  a l i c e n s e  wh ich ,  in e f f ec t ,  
would  be i s s u e d  on ly  by the gui ld  of a l r e a d y  e x i s t i n g  d r u g g i s t s .  Th i s  
o b v i o u s l y  had  a d a m p e n i n g  and r e s t r a i n i n g  e f f ec t  upon new e n t e r p r i s e  
in any  f i e ld  that  was  c o v e r e d .  We l a id  a g r e a t  dea l  of s t r e s s  on th i s ,  
and  in  ou r  own zone  we w e r e  ab le  to abo l i sh  this  r e q u i r e m e n t .  In 
p r a c t i c e ,  th is  h a s  not  r e a l l y  w o r k e d ,  b e c a u s e  the n a t u r a l  i n c l i n a t i o n  
once  the o c c u p a t i o n  had  e n d e d  was  to r e v e r t  back  to the o ld  p r a c t i c e s .  
We p r e t t y  m u c h  m u s t  now a d m i t  tha t  G e w e r b e  f r e i h e i t  i s  a dead  th ing,  
e v e n  in  the f o r m e r  A m e r i c a n  Zone  of O c c u p a t i o n .  And the old gu i ld  
s y s t e m ,  i n a s m u c h  as  i t  s t i l l  a f f ec t s  the c a p a c i t y  of new b u s i n e s s e s  to be 
s t a r t e d ,  i s  s t i l l  a f a i r l y  p r e v a i l i n g  f a c t o r  in  the G e r m a n  e c o n o m y .  

It  m i g h t  be u s e f u l  a l s o  to m e n t i o n  at  th is  t i m e  c e r t a i n  h a n d i c a p s  
w h i c h  the G e r m a n  e c o n o m y  s u f f e r e d  u n d e r ,  and wh ich  one would  have  
thought  would  h a v e  p r e v e n t e d  o r  w o r k e d  to p r e v e n t  a r a p i d  r a t e  of 
e c o n o m i c  g rowth .  A p a r t  f r o m  the d e s t r u c t i o n  of p h y s i c a l  p lan t  and the 
g e n e r a l  d i s o r g a n i z a t i o n  of the e c o n o m y ,  t h e r e  was  a l so  the u n f a v o r a b l e  
age  c o m p o s i t i o n  of h e r  popu la t ion ,  as  a r e s u l t  of the c a s u a l t i e s  of 



W o r l d  W a r  II and the u n f a v o r a b l e  d e m o g r a p h i c  f e a t u r e s  of the G e r m a n  
peop le  d u r i n g  the p e r i o d  p r i o r  to the H i t l e r  e r a ,  and d u r i n g  the H i t l e r  
e r a  i t s e l f .  T h e r e  was the d e s t r u c t i o n  of a l a r g e  p a r t  of m a n y  G e r m a n  
c i t i e s  d u r i n g  Wor ld  W a r  II ,  so that  a s u b s t a n t i a l  p r o p o r t i o n  of the r e -  
s o u r c e s  of the e c o n o m y  d u r i n g  the e a r l y  p o s t w a r  p e r i o d ,  and  up to today ,  
have  had  to be d i v e r t e d  into  the r e c o n s t r u c t i o n  and h o u s i n g  f i e ld .  

In add i t i on ,  h o u s i n g  had to be p r o v i d e d  fo r  the 10 m i l l i o n  r e f u g e e s  
who c a m e  into  W e s t  G e r m a n y  f r o m  the E a s t ,  and fo r  w h o m  h o u s i n g  was  
not  a v a i l a b l e .  Wel l ,  as  you a l l  know,  h o u s i n g  is  a type of i n v e s t m e n t  
wh ich ,  in t e r m s  of s t a t i s t i c a l  c o n t r i b u t i o n  to p r o d u c t i o n  f i g u r e s ,  h a s  a 
low r a t i o .  T h e r e f o r e ,  the m o r e  y o u r  r e s o u r c e s  a r e  e n g a g e d  in  h o u s i n g  
and  r e c o n s t r u c t i o n ,  the m o r e  the r e m a i n i n g  r e s o u r c e s  have  to be fu l ly  
u t i l i z e d  in  o r d e r  to c r e a t e  a r a p i d  r a t e  of g r o w t h  in  i n d u s t r i a l  and  gen -  
e r a l  p r o d u c t i o n  i n d i c e s .  

A n o t h e r  f e a t u r e  of G e r m a n  e c o n o m i c  po l i cy  was  the p r a c t i c a l  r e -  
n u n c i a t i o n  of f i s c a l  p o l i c y  as  an a n t i c y c l i c a l  d e v i c e .  F r i t z  S c h a e f e r ,  
who was  the M i n i s t e r  of F i n a n c e  d u r i n g  m o s t  of the r e c o v e r y  p e r i o d ,  
r e m a i n e d  s t r o n g l y  d e v o t e d  to the p r i n c i p l e  of a b a l a n c e d  budge t ,  and 
t h e r e  was  no de f i c i t  f i n a n c i n g ,  both fo r  c o n s t i t u t i o n a l  r e a s o n s  as  w e l l  
as  fo r  r e a s o n s  of e c o n o m i c  t h e o r y  on the p a r t  of the M i n i s t e r  of F i n a n c e .  

I t  i s  t r u e ,  h o w e v e r ,  tha t  the W e s t  G e r m a n  a u t h o r i t i e s  did m a k e  rise 
of tax l e g i s l a t i o n  in  o r d e r  to s p u r  c a p i t a l  f o r m a t i o n .  A n o t h e r  th ing  tha t  
s h o u l d  be m e n t i o n e d ,  of c o u r s e ,  i s  the f a c t o r  of U . S .  a id ,  wh ich ,  b e -  
t w e e n  1946 and 1956, a m o u n t e d  to s o m e  $ 3 . 9  b i l l i on ,  in  the f o r m  of non-  
m i l i t a r y  g r a n t s  and l o n g - t e r m  loans .  H o w e v e r ,  i t  shou ld  a l s o  be no ted  
tha t  both the U n i t e d  K i n g d o m  and F r a n c e  r e c e i v e d  a c o n s i d e r a b l y  l a r g e r  
a m o u n t  of a id  d u r i n g  this  s a m e  p e r i o d  than  did W e s t  G e r m a n y .  F r a n c e  
r e c e i v e d  $ 5 . 5  b i l l ion ,  and the U . K .  r e c e i v e d  $ 6 . 8  b i l l i on ,  in  the s a m e  
p e r i o d .  So, when  c o m p a r i n g  the g r o w t h  of the G e r m a n  e c o n o m y  wi th  
that  of F r a n c e  and the U . K . ,  wh ich  i t  has  e x c e e d e d ,  one c a n n o t  a s s u m e  
that  U . S .  a id  was  a f a c t o r  m a k i n g  f o r  this  e x c e p t i o n a l l y  r a p i d  g r o w t h ,  
a l t h o u g h  t h e r e  is  no doubt  that  i t  c a m e  at the t i m e  when  the G e r m a n  
e c o n o m y  n e e d e d  r e v i t a l i z a t i o n  f r o m  the ou t s ide ;  th is  was  p r o v i d e d  by 
o u r  i n f u s i o n  of a id .  

H o w e v e r ,  i t  a l s o  shou ld  be no ted  that  the G e r m a n  e c o n o m y ,  in the 
i m m e d i a t e  p o s t w a r  p e r i o d ,  s u f f e r e d  f r o m  d i s m a n t l i n g  of s o m e  of i t s  
m a j o r  m a n u f a c t u r i n g  f a c i l i t i e s ,  m u c h  of wh ich  went  to the Sov ie t  Union .  
The  va lue  of t h e s e  is  v e r y  d i f f i cu l t  to c a l c u l a t e ,  but  c e r t a i n l y  u p w a r d s  
of a h a l f - b i l l i o n  d o l l a r s  in p l an t  wh ich  was  thus l o s t .  
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Now,  one f a c t o r  that  i s  o f ten  a d d u c e d ,  p a r t i c u l a r l y  by the B r i t i s h ,  
as  h a v i n g  h e l p e d  the G e r m a n  e c o n o m y  to the d e t r i m e n t  of o t h e r  E u r o p e a n  
c o u n t r i e s  is that  d u r i n g  a g r e a t  p a r t  of this  p e r i o d  G e r m a n y  did not 
have  to s u p p o r t  i t s  own i n d e p e n d e n t  m i l i t a r y  e s t a b l i s h m e n t .  As you 
know, the G e r m a n  m i l i t a r y  c o n t r i b u t i o n  to W e s t e r n  d e f e n s e  began  only  
in 1955 wi th  the r a t i f i c a t i o n  of the P a r i s  A g r e e m e n t s ,  which  w e r e  s i g n e d  
in 1954. 

H o w e v e r ,  a m i t i g a t i n g  f a c t o r  was  that ,  d u r i n g  the p r e - 1 9 5 4  p e r i o d ,  
and even  con t i nu ing  into  l a t e r  y e a r s ,  the F e d e r a l  Repub l i c  did m a k e  a 
s i z a b l e  c o n t r i b u t i o n  to A l l i e d  O c c u p a t i o n  F o r c e s  in the f o r m  of so -  
c a l l e d  o c c u p a t i o n  c o s t s ;  s u b s e q u e n t l y  the t e r m  " s u p p o r t  c o s t s "  was  
used .  T h e s e  c o n t r i b u t i o n s  did not a b s o r b  a m a t e r i a l l y  s m a l l e r  s h a r e  
of h e r  n a t i o n a l  p r o d u c t  than d e f e n s e  e x p e n d i t u r e s  in o t h e r  E u r o p e a n  
c o u n t r i e s  at  this  t ime .  F r o m  1950 to 1955, s o - c a l l e d  o c c u p a t i o n  c o s t s  
a v e r a g e d  5 . 8  p e r c e n t  of the g r o s s  n a t i o n a l  p r o d u c t  of the F e d e r a l  R e -  
publ ic ,  wh ich ,  in c o m p a r i s o n  with  the d e f e n s e  c o n t r i b u t i o n  of o t h e r  
NATO c o u n t r i e s ,  is  a f i gu re  which  would  put G e r m a n y  s o m e w h e r e  ha l f -  
way  up the s c a l e - - n o t  as  l a r g e  a c o n t r i b u t i o n  as  that  of the U . K . ,  but 
c o n s i d e r a b l y  m o r e  than that  of s o m e  of the o t h e r  NATO c o u n t r i e s .  

One f a c t o r  wh ich  has  b e e n  g iven  c o n s i d e r a b l e  we igh t  is  a l l e g e d  
G e r m a n  e n t h u s i a s m  fo r  h a r d  work ,  the doc i l i t y  of the G e r m a n  w o r k e r s ,  
and the w e a k n e s s  of the G e r m a n  t r a d e  un ions  wh ich  has  m a d e  a r e l a t i v e l y  
low wage  l e v e l  p o s s i b l e .  Yet  the f a c t s  h a r d l y  m a t c h  this  i m p l i e d  popu-  
l a r  c o n c e p t  of Wes t  G e r m a n y  as a c o u n t r y  in which  big b u s i n e s s  d o m i -  
n a t e s  l a b o r .  

In 1951 the t r a d e - u n i o n  m o v e m e n t  s e c u r e d  p a s s a g e  of the law on 
c o d e t e r m i n a t i o n ,  the s o - c a l l e d  M i t b e s t i m m u n g  r e c h t .  Th i s  law s t i p u -  
l a t e d  that  ha l f  of the m e m b e r s  of the b o a r d s  of d i r e c t o r s  of a l l  c o m -  
p a n i e s  in the coa l  and  s t e e l  i n d u s t r i e s  w e r e  to be d e l e g a t e s  of the un ion  
m o v e m e n t .  The w o r k e r s  in t h e s e  i n d u s t r i e s  w e r e  a l so  g iven  r e p r e s e n -  
t a t ion  in m a n a g e m e n t .  

In 1952 a s o - c a l l e d  W o r k s '  C o n s t i t u t i o n  law e x t e n d e d  c o d e t e r m i n a -  
t ion to a l l  o t h e r  b r a n c h e s  of G e r m a n  i n d u s t r y ,  e x c e p t  that ,  i n s t e a d  of 
p r o v i d i n g  fo r  o n e - h a l f  r e p r e s e n t a t i o n ,  it p r o v i d e d  fo r  o n e - t h i r d  r e p r e s e n -  
t a t ion  of w o r k e r  d e l e g a t e s  on b o a r d s  of d i r e c t o r s  of a l l  c o m p a n i e s .  

Now, I n e e d  not b e l a b o r  this  point ,  but, if  you look at  the s i t u a t i o n  
in this c o u n t r y ,  the c h a n c e s  of s i m i l a r  l e g i s l a t i o n  e v e r  p a s s i n g  the 
C o n g r e s s ,  e v e n  d u r i n g  the days  of the New Dea l  would  be o r  would  have  
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b e e n  a b s o l u t e l y  ni l .  So the r o l e  of l a b o r  and m a n a g e m e n t  in  G e r m a n y  
is  c e r t a i n l y  not one that  can  be e v a l u a t e d  in c o n v e n t i o n a l  t e r m s .  

It i s  t r ue  tha t  d u r i n g  the e a r l y  days  of the r e c o v e r y  p e r i o d  the 
G e r m a n  t r a d e  un ions  did not  p r e s s  fo r  h i g h e r  w a g e s ,  but i t  i s  a m i s t a k e  
to think that  w a g e s  have  not r i s e n  in  G e r m a n y .  The  index  of h o u r l y  
w a g e s  i n c r e a s e d  by 68 p e r c e n t  f r o m  1950 to 1957, and a c o m p a r i s o n  wi th  
p r e w a r  f i g u r e s  shows  that  the index  of r e a l  h o u r l y  wage  r a t e s  in W e s t  
G e r m a n y  in 1957 was  52 p e r c e n t  h i g h e r  than in  1938, wh i l e  i t s  B r i t i s h  
e q u i v a l e n t  had  i n c r e a s e d  only 21 p e r c e n t .  C o m p u t a t i o n s  w h i c h  w e r e  
m a d e  about  f ive  y e a r s  ago by the U . N .  E c o n o m i c  C o m m i s s i o n  fo r  
E u r o p e  s h o w e d  that ,  a l r e a d y  in 1955, the s h a r e  of w a g e s  and s a l a r i e s  
in the W e s t  G e r m a n  n a t i o n a l  i n c o m e ,  was  63 .6  p e r c e n t ,  the s e c o n d  

h i g h e s t  in  W e s t e r n  E u r o p e .  

So the a r g u m e n t  that  G e r m a n  l a b o r  has  r e c e i v e d  a d i s p r o p o r t i o n a t e l y  
low s h a r e  of the n a t i o n a l  p r o d u c t  and that  th is  h a s  b e e n  a m a j o r  f a c t o r  
in e n a b l i n g  r a p i d  e c o n o m i c  g r o w t h  is  not b o r n e  out by the s t a t i s t i c a l  da ta .  

A n o t h e r  a r g u m e n t  that  i s  s o m e t i m e s  m a d e  i s  tha t  the W e s t  G e r m a n  
e c o n o m y  has  not had  to c a r r y  a s h a r e  of s o - c a l l e d  s o c i a l  w e l f a r e  b e n e -  
f i t s  c o m p a r a b l e  to, say ,  the Un i t ed  K i n g d o m .  Aga in  the s t a t i s t i c a l  da ta  
do not  b e a r  th is  out.  When  you c o m p a r e  the va lue  of w e l f a r e  s e r v i c e s  
c o m p a r e d  with  n a t i o n a l  i n c o m e ,  you  f ind that ,  as  f a r  back  as  1 9 5 3 , w h e n  
e c o n o m i c  g rowth  was  s t a r t i n g  r e a l l y  to get  u n d e r  way ,  i t  a m o u n t e d  to 
16 p e r c e n t  of n a t i o n a l  i n c o m e ,  c o m p a r e d  wi th  only  12 p e r c e n t  in  the 
U . K .  In o t h e r  w o r d s ,  the F e d e r a l  R e p u b l i c  i s  m o r e  of a w e l f a r e  s t a t e  

than i s  the U n i t e d  K i n g d o m .  

What  has  g iven  the i m p r e s s i o n  that  the U n i t e d  K i n g d o m  i s  next  to 
the S c a n d i n a v i a n  c o u n t r i e s ,  the w e l f a r e  s t a t e  p a r  e x c e l l e n c e ,  is  the f a c t  
tha t  p r a c t i c a l l y  a l l  of the s o c i a l  w e l f a r e  m e a s u r e s  w e r e  put in to  e f f ec t  
by the L a b o r  G o v e r n m e n t  a f t e r  the end of W o r l d  W a r  II ,  w h e r e a s  in  
G e r m a n y  they have  had  a p r o g r e s s i v e  c o v e r a g e  of the f i e ld  of s o c i a l w e l -  
f a r e  l e g i s l a t i o n  s i n c e  1881, when  B i s m a r c k  f i r s t  i n t r o d u c e d  c e r t a i n  

m e a s u r e s  of s o c i a l  w e l f a r e  l e g i s l a t i o n .  

Anyone  who h a s  l ived  in G e r m a n y  wi l l  r e c o g n i z e  that  p r a c t i c a l l y  
e v e r y  a s p e c t  of l i fe  i s  to s o m e  d e g r e e  c o v e r e d  by s o m e  k ind  of s o c i a l  
w e l f a r e  l e g i s l a t i o n ,  w h e t h e r  i t  i s  in the m e d i c a l  f i e ld ,  the l i fe  i n s u r a n c e  
f i e ld ,  o r  in  the a v a i l a b i l i t y  of d r u g s  at  r e d u c e d  r a t e s  at  the Apo theke .  

Now, i t  i s  t rue  that  in  p r e s e n t - d a y  G e r m a n y  t h e r e  a r e  a n u m b e r  of 
f o r c e s  wh ich  s e e m  to be w o r k i n g  c o n t r a r y  to the f a c t o r s  wh ich ,  d u r i n g  
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t h e  p e r i o d  of  r a p i d  g r o w t h  a n d  up to the  p r e s e n t ,  h a v e  b e e n  a d d u c e d  by 
a t  l e a s t  s o m e  e c o n o m i s t s  a s  p r i m a r i l y  r e s p o n s i b l e  f o r  t h i s  g r o w t h .  

F o r  e x a m p l e ,  t h e r e  i s  now q u i t e  d e f i n i t e l y  a p r o c e s s  of  r e c a r t e l i z a -  
t i o n  r e c o n c e n t r a t i o n  g o i n g  o n  in  h e a v y  G e r m a n  i n d u s t r y .  T h i s  i s  

. p r o c e e d i n g  n o t  o n l y  by  c o n s o l i d a t i o n  b e t w e e n  f i r m s  bu t  a l s o  b e c a u s e  o f  
the  r e c o n c e n t r a t i o n  of  the  c o m m e r c i a l  b a n k s .  U n d e r  t he  E u r o p e a n  
s y s t e m ,  a n d  p a r t i c u l a r l y  in  G e r m a n y ,  i t  i s  q u i t e  c o m m o n  f o r  c o m m e r -  
c i a l  b a n k s  to h o l d  a s u b s t a n t i a l  p r o p o r t i o n  of  t h e i r  a s s e t s  i n  the  f o r m  of  
s h a r e s .  T h e  o l d  b a n k s ,  the  b i g  t h r e e  s o - c a l l e d  of  t he  p r e - H i t l e r  a n d  
the  H i t l e r  p e r i o d ,  i n  e f f e c t  o w n e d  o r  o w n e d  p a r t l y ,  a m a j o r  p o r t i o n  of  
G e r m a n  i n d u s t r y .  W h e n  the  b a n k s  w e r e  b r o k e n  up in  t he  i m m e d i a t e  p o s t -  
w a r  p e r i o d ,  t h i s  r e s u l t e d  in  a d i f f u s i o n  of  the  s h a r e s  h e l d  by the  b a n k s ,  
a n d ,  t h e r e f o r e ,  a c o n s i d e r a b l e  s p r e a d  of  the  o w n e r s h i p  a n d  t he  c o n t r o l  
w h i c h  t h e s e  b a n k s  h a d  e x e r c i s e d .  N o w  t h e s e  b a n k s  h a v e ,  i n  p r a c t i c e ,  
a l t h o u g h  s t i l l  n o t  c o m p l e t e l y  i n  a l e g a l  s e n s e ,  r e c o n c e n t r a t e d ,  a n d  i t  
s e e m s  q u i t e  c e r t a i n  t h a t ,  w i t h  the  c o n t i n u a n c e  of t h i s  p r a c t i c e  of  h o l d i n g  
s h a r e s ,  the  c o n t r o l  e x e r c i s e d  by t h e m  w i l l  be  r e s t o r e d  a t  l e a s t  to s o m e  
e x t e n t .  

I n  a d d i t i o n  to t h a t ,  t h e r e  i s  no  d o u b t  t h a t  a c e r t a i n  n u m b e r  o f  t h e  o l d  
f a m i l i e s ,  t he  K r u p p  f a m i l y ,  t he  F l i c k  f a m i l y ,  a n d  s o  o n  h a v e  c o m e  b a c k  
i n t o  c o n t r o l  of  m a j o r  a g g r e g a t e s  of G e r m a n  h e a v y  i n d u s t r y .  O n  t h e  
o t h e r  h a n d ,  t he  u s e  of the  t e r m ,  " R u h r  B a r o n ,  " to a p p l y  a s  a g e n e r a l  
t e r m  to the  o w n e r s  a n d  m a n a g e r s  of  G e r m a n  i n d u s t r y  no l o n g e r  r e a l l y  
h a s  m u c h  r e l e v a n c e .  

A study which was made some years ago, which is probably accu- 
rate in its major findings today, indicates that most of the old families 
which operated in a quasi-baronial sense no longer have effective con- 
trol over the old family holdings. With the exception of Krupp, Flick, 
and a few others, the major portion of German heavy industry is not 
held by such family combines. 

I n  f a c t ,  y o u  h a v e  h a d  in  p o s t w a r  G e r m a n y  a p r o c e s s  w h i c h ,  p e r -  
h a p s  m o r e  t h a n  in  m o s t  c o u n t r i e s ,  b e a r s  o u t  t he  t h e o r i e s  of  J a m e s  
B u r n h a m  in  h i s  b o o k ,  " T h e  M a n a g e r i a l  R e v o l u t i o n . "  E f f e c t i v e  c o n t r o l  
of  G e r m a n  h e a v y  i n d u s t r y  i n  m o s t  c a s e s  i s  n o t  i n  the  h a n d s  o f  the  o w n e r s ,  
w h e t h e r  t h e y  a r e  f a m i l y  o w n e r s  o r  n o t ,  b u t  i n  t he  h a n d s  of a v e r y  e n e r -  
g e t i c  g r o u p  of  n e w  e x e c u t i v e s  w h o  h a v e  c o m e  up  in  the  p o s t w a r  p e r i o d .  

F o r  e x a m p l e ,  t a k e  t he  f i r m  of  K r u p p .  W h i l e  i t  i s  o w n e d  by A l f r e d  
K r u p p ,  w h o  i s  now  the  t i t u l a r  h e i r  to the  K r u p p  i n t e r e s t s ,  a n d  w h i l e  
h e  e x e r c i s e s  n o m i n a l  d i r e c t i o n ,  the  a c t u a l  d i r e c t i o n  of the  f i r m  i s  i n  the  
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hands of a very energetic young managerial type by the name of 
Berthold Beitz, who in effect makes the important decisions for the 
Krupp interests. In other cases the managers play an even more sig- 
nificant role. There are old family firms, but their ownership is 
diffused among commercial banks and to some extent even among share- 
holders in the population--although there is no such thing in Germany 
as the widespread ownership of stocks and equities that you find in t~is 

country. 

I think that, because of the importance which is attributed to 
German management, I should say a few words about the managerial 
type. I have just finished reading a book written by Heinz Hartmann 
on "Authority and Organization in German Management." It is pub- 
lished by the Princeton University Press. Apart from being filled with 
a lot of sociological jargon, I think he has hit on an essential truth in 
his analysis, and that is that the managerial role in Germany is some- 
what different than it is in this country. This derives from German 
social tradition, from the nature of authority in German society. While 
we have a democratic state in postwar Germany, with representative 
institutions and a parliamentary body that functions reasonably effec- 
tively and at a fairly high level of sophistication in some instances, the 
fact is that the German economic society is still permeated by the con- 
cept of authority and by the concept of the manager or director--the 
Unternehmer, as the Germans call him--having a certain mission which 
goes beyond the concept of service as entertained in the United States. 
It becomes something almost akin to a vocation, and this is accepted by 
German labor and by German society as a whole. This concept perme- 
ates the entire structure of the German industry, and has made it pos- 
sible for German industry to function effectively, despite the codetermi- 
nation system, where on the boards of directors in the coal and steel 
industries 50 percent of the membership is made up of labor. 

Because of this vocational approach to management, this sense of 
mission that many German managerial types bring to their jobs, you do 
have a certain dynamism and a certain spirit, one can say, of unself- 
ishness in relation to their concept of their own role. This I think is 
not a factor completely to be ignored in trying to figure out why German 
management operates in the peculiarly effective and sometimes dedicated 

way it seems to. 

The Germans have invented a term, Managerkrankheit, or manager- 

ial sickness, to describe the heavy death rate among many managerial 
types in the postwar period, who have apparently driven themselves so 
hard that the incidence of heart disease and other forms of illness is so 
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m u c h  h i g h e r  t h a n  i n  the  p o p u l a t i o n  a s  a w h o l e .  T h i s  h a s  r e a l l y  b e c o m e  
a n  a t t r i b u t e  a c c e p t e d  in  G e r m a n  s o c i e t y  t h a t  the  m a n a g e r  h a s  to d r i v e  
h i m s e l f  s o  h a r d  t h a t  he  m u s t  e x p e c t  r e l a t i v e l y  e a r l y  d e a t h .  

A s  f a r  a s  t he  G e r m a n  t r a d e  u n i o n  m o v e m e n t  i s  c o n c e r n e d ,  I t h i n k  
i t  i s  t r u e  to s a y  t h a t  i t  h a s  b e c o m e  b u r e a u c r a t i z e d  in  the  p o s t w a r  p e r i o d  
in  the  s a m e  w a y  t h a t  the  A m e r i c a n  t r a d e  u n i o n  m o v e m e n t  h a s  b e c o m e  
b u r e a u c r a t i z e d .  Y o u  h a v e  l a r g e r  a n d  l a r g e r  u n i o n s  w h i c h  b a r g a i n  c o l -  
l e c t i v e l y  w i t h  m a n a g e m e n t  f o r  c e r t a i n  o b j e c t i v e s .  T h e  a t t e m p t  to  
a c h i e v e  c o m m o n  g o a l s  w i t h  m a n a g e m e n t  i s  u s u a l l y  o u t s i d e  of  the  c o n t e x t  
of  w h a t  m i g h t  be  c o n c e i v e d  to be  n a t i o n a l  i n t e r e s t  o r  t he  e f f e c t  on  t he  
e c o n o m y  a s  a w h o l e .  H o w e v e r ,  b e c a u s e  m a n y  of  the  g o a l s ,  t h e  s o - c a l l e d  
f r i n g e  b e n e f i t s ,  w h i c h  u n i o n s  t r a d i t i o n a l l y  s e e k  in  a d d i t i o n  to w a g e  i n -  
c r e a s e s ,  h a v e  a l r e a d y  b e e n  c o v e r e d  u n d e r  s o c i a l  s e c u r i t y  l e g i s l a t i o n  of 
l o n g  s t a n d i n g  i n  G e r m a n y ,  t he  d r i v e  of  t he  t r a d e  u n i o n s  h a s  n o t  b e e n  a s  
i n t e n s e .  I t  h a s  n o t  h a d  m u c h  e f f e c t  o n  the  i n t e r n a l  p r i c e  s t r u c t u r e ,  n o r  
h a s  i t  t e n d e d  to be  a f a c t o r  in  c r e a t i n g  c r e e p i n g  i n f l a t i o n  of  the  k i n d  we  
h a v e  h a d  in  t h i s  c o u n t r y .  

I n  f a c t ,  l o o k i n g  a t  t he  l e v e l  of G e r m a n  p r i c e s  o v e r  t he  l a s t  10 y e a r s ,  
one  c a n n o t  h e l p  bu t  be  i m p r e s s e d  by the  s t e a d i n e s s  o f  t he  p r i c e  l e v e l  
a n d  t he  f a c t  t h a t  t h e r e  h a s  b e e n  no c r e e p i n g  i n f l a t i o n .  W h i l e  t h e r e  h a v e  
b e e n  c e r t a i n  i n c r e a s e s ,  t h e s e  a r e  n o t  p r o n o u n c e d ,  a n d  t h e y  a r e  r e l a -  
t i v e l y  l ow .  

O n e  of  the  r e a s o n s  f o r  t h i s ,  of c o u r s e ,  i s  t h a t  G e r m a n y  h a s  c o n -  
s i s t e n t l y  f o l l o w e d  a p o l i c y  of  f r e e  i m p o r t s .  T h e r e  i s  no  d o u b t  t h a t  i m -  
p o r t s  h a v e  h a d  a d e p r e s s i n g  e f f e c t  o n  i n t e r n a l  p r i c e  l e v e l s  i n  G e r m a n y .  
T h i s  w a s  a c a l c u l a t e d  p o l i c y  o n  the  p a r t  of  the  g o v e r n m e n t .  B e c a u s e  
of t he  e x p e r i e n c e  o f  the  G e r m a n  p e o p l e  w i t h  i n f l a t i o n  i n  the  p o s t - W o r l d -  
W a r - I  p e r i o d ,  s t a b l e  p r i c e s  h a v e b e e n  a p a r t i c u l a r l y  s t r o n g  o b j e c t i v e  of  
t he  g o v e r n m e n t .  T h e  G e r m a n  a u t h o r i t i e s  h a v e  b e e n  w i l l i n g  to b r a v e  the  
p r e s s u r e s  of  the  G e r m a n  i n d u s t r i e s  w h i c h  w e r e  b e i n g  a f f e c t e d  by  c h e a p  
i m p o r t s  a n d  h a v e  r e s i s t e d  t h e s e  p r e s s u r e s .  T h e  g e n e r a l  e f f e c t  h a s  
b e e n  to m a i n t a i n  a l e v e l  of  p r i c e s  w h i c h  h a s  c e r t a i n l y  b e e n  o n e  of  t he  
m a j o r  f a c t o r s  i n  the  s t a b i l i t y  of  t he  G e r m a n  e c o n o m y  a n d  i t s  c a p a c i t y  
to g r o w  i n  t e r m s  of  p r o d u c t i o n ,  w i t h o u t  h a v i n g  the  t y p e  of  g r a d u a l  a n d  
p e r s i s t e n t  u p w a r d  t r e n d  of  p r i c e s  t h a t  m o s t  o t h e r  E u r o p e a n  c o u n t r i e s  a n d  
the  U n i t e d  S t a t e s  h a v e  h a d  in  the  p o s t w a r  p e r i o d .  

I n  t he  i n t e r n a t i o n a l  f i e l d ,  i n  a d d i t i o n  to e s p o u s i n g  a p o l i c y  of  f r e e  
t r a d e ,  w i t h  the  e x c e p t i o n  of  p r o t e c t i o n  f o r  c e r t a i n  a g r i c u l t u r a l  p r o d u c t s  i s  
one  p r e s s u r e  t h a t  no  g o v e r n m e n t  h a s  s h o w n  i t s e l f  a b l e  to r e s i s t  a s  y e t .  
T h e  G e r m a n s  h a v e ,  a s  y o u  k n o w ,  b e e n  a m o n g  the  l e a d e r s  i n  p r e s s i n g  f o r  
E u r o p e a n  e c o n o m i c  i n t e g r a t i o n .  
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D u r i n g  the  d a y s  of the  E u r o p e a n  D e f e n s e  C o m m u n i t y ,  w h i c h  w e n t  
d o w n  the  d r a i n  i n  1954,  t he  G e r m a n s  f e l t  t h a t  E u r o p e a n  i n t e g r a t i o n  h a d  
to c o m e  f i r s t  i n  the  p o l i t i c a l  a r e a ,  a n d  t h e n  o n l y  i n  the  e c o n o m i c  a r e a .  
W h e n  the  E D C  w a s  d e f e a t e d  by the  F r e n c h  C h a m b e r  o f  D e p u t i e s  i n  1954 ,  
t he  f o r e m o s t  G e r m a n  p r o p o n e n t s  of  E u r o p e a n  i n t e g r a t i o n - - P r o f e s s o r  
H a l l s t e i n , C h a n c e l l o r  A d e n a u e r  h i m s e l f ,  a n d  F o r e i g n  M i n i s t e r  y o n  
B r e n t a n o - - f e l t  t h a t  the  o n l y  a r e a  w h i c h  w a s  now o p e n  to p r e s s  f o r w a r d  
i n  w a s  t he  e c o n o m i c  a r e a .  So t h e y  p u s h e d  v e r y  h a r d  a n d  w e r e  a m o n g  
t h o s e  m o s t  i n s t r u m e n t a l  i n  the  d r a f t i n g  of the  t a c t i c s  a n d  t h e i r  r a t i f i c a -  
t i o n  e s t a b l i s h i n g  b o t h  the  E u r o p e a n  E c o n o m i c  C o m m u n i t y  a n d  E u r a t o m .  

A s  y o u  k n o w ,  a g r e a t  f i g h t  i s  g o i n g  on  a t  t he  p r e s e n t  t i m e  b e t w e e n  
the  s o - c a l l e d  S ix  a n d  S e v e n s .  T h e  E u r o p e a n  E c o n o m i c  C o m m u n i t y ,  
w h i c h  i s  h e a d e d ,  i n c i d e n t a l l y ,  by  the  s a m e  P r o f e s s o r  H a l l s t e i n ,  w h o  
h a s  b e e n  o n e  of  the  r e a l  l e a d e r s  o f  t he  E u r o p e a n  i n t e g r a t i o n  m o v e m e n t  
i n  the  e n t i r e  p o s t w a r  p e r i o d ,  h a s  a g r e e d  to a c c e l e r a t e  the  r a t e  o f  e c o -  
n o m i c  i n t e g r a t i o n  by a d v a n c i n g  the  d a t e  on  w h i c h  the  f i r s t  l e v e l i n g  of  i n -  
t e r n a l  t a r i f f s  w i l l  t a k e  p l a c e .  T h i s  i s  to  be j o i n e d  w i t h  a l e v e l i n g  of  t he  
e x t e r n a l  t a r i f f s  of  the  c o m m u n i t y  by  20 p e r c e n t .  

H o w e v e r ,  u n d e r  the  t e r m s  of  the  t r e a t y ,  w h e n  the  l e v e l i n g  t a k e s  
p l a c e ,  c e r t a i n  of the  l o w - t a r i f f  c o u n t r i e s ,  n o t a b l y  the  low c o u n t r i e s  a n d  
G e r m a n y ,  w i l l  h a v e  to r a i s e  t h e i r  e x t e r n a l  r a t e  a c e r t a i n  a m o u n t  to the  
o u t s i d e  w o r l d ,  i n c l u d i n g  the  s o - c a l l e d  F r e e  T r a d e  A r e a  w h i c h  the  U . K .  
h a s  f o r m e d  in  E u r o p e  c o n s i s t i n g  of s e v e n  o t h e r  c o u n t r i e s .  

T h i s  h a s  l e d  to a g r e a t  d e a l  of  c o n t r o v e r s y  a n d  a g r e a t  d e a l  of  
b i t t e r n e s s ,  b e c a u s e  the  n o n - E u r o p e a n  E c o n o m i c  C o m m u n i t y  c o u n t r i e s  
f e e l  t h a t  t r a d i t i o n a l  t r a d i n g  p a t t e r n s  w i l l  be d r a s t i c a l l y  a f f e c t e d  by t h i s  
a c c e l e r a t i o n  p r o p o s a l  of  P r o f e s s o r  H a l l s t e i n .  M e e t i n g s  a r e  g o i n g  on  in  
P a r i s  r i g h t  n o w  in  a n  e f f o r t  to s m o o t h  o u t  t he  c o n t r o v e r s y ,  w h i c h  h a s  
l e d  to t h r e a t s  of  a c t i o n  to be  t a k e n  n o t  o n l y  in  the  e c o n o m i c  f i e l d  b u t  a l s o  
in  the  p o l i t i c a l  f i e l d .  I t  i s  n o t  c l e a r  e x a c t l y  h o w  t h i s  i s  g o i n g  to w o r k  ou t .  

T h e  p o s i t i o n  of  the  F e d e r a l  R e p u b l i c  t h r o u g h o u t  h a s  b e e n  s o m e w h a t  
t o r n  by  a d e s i r e  to s u p p o r t  F r e n c h  p o l i c y ,  w h i c h  f a v o r s  s u c h  a n  a c c e l e r -  
a t i o n ,  a n d  a t  the  s a m e  t i m e  to do n o t h i n g  w h i c h  w i l l  i n t e n s i f y  the  c r i s i s  
of  r e l a t i o n s  w h i c h  h a s  b e e n  c r e a t e d  w i t h  the  n o n - E u r o p e a n  E c o n o m i c  
C o m m u n i t y  c o u n t r i e s .  I t  i s  c e r t a i n l y  n o t  b e y o n d  the  w i t  of  m a n  to d e v i s e  
s o m e  s o r t  of  c o m p r o m i s e ,  p a r t i c u l a r l y  o n c e  t he  f a c t u a l  d a t a  a r e  m o r e  
c l e a r  a n d  a v a i l a b l e  to a l l  p a r t i e s ,  to w h i c h  w i l l  be  m u t u a l l y  a c c e p t a b l e  
a n d  w h i c h  w i l l  p e r m i t  a k i n d  of  s l o w  a d j u s t m e n t  to the  o b v i o u s l y  d i s -  
c r i m i n a t o r y  m e a s u r e s  w h i c h  the  C o m m o n  M a r k e t  w i l l  e v o l v e  t o w a r d s  
t he  o u t s i d e  w o r l d .  
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I w o u l d  l i k e ,  i n  the  f ew  m i n u t e s  w h i c h  s t i l l  r e m a i n ,  to d r a w  s o m e  
g e n e r a l  c o n c l u s i o n s  f r o m  t h i s  s u r v e y  of  the  G e r m a n  e c o n o m y  in  the  
p o s t w a r  p e r i o d .  I f  m y  a n a l y s i s  h a s  b e e n  c o r r e c t ,  I t h i n k  i t  i s  f a i r  to 
s a y  t h a t  no  one  f a c t o r  h a s  b e e n  p r i m a r i l y  r e s p o n s i b l e  f o r  the  r e l a t i v e l y  
r a p i d  r a t e  of  e c o n o m i c  g r o w t h  in  t h e  F e d e r a l  R e p u b l i c .  

P e r h a p s  the  b e s t  w a y  of  t r y i n g  to g e n e r a l i z e  i s  to s a y  t h a t  a n u m b e r  
of  f a c t o r s  h a v e  b r o u g h t  a b o u t  a m o r e  e f f i c i e n t  a l l o c a t i o n  of  r e s o u r c e s  
t h a n  i n  m o s t  o t h e r  c o u n t r i e s  w h e r e  t he  g r o w t h  r a t e s  h a v e  b e e n  s l o w e r ,  
o r  w h e r e  e c o n o m i c  l i f e  h a s  b e e n  f a i r l y  s t a g n a n t .  

I t h i n k  I h a v e  t o u c h e d  on  m o s t  of  the  f a c t o r s  w h i c h  c a n  be  s a i d  to 
h a v e  b r o u g h t  a b o u t  a m o r e  e f f i c i e n t  a l l o c a t i o n  of  r e s o u r c e s .  At  t he  s a m e  
t i m e ,  I h a v e  i n d i c a t e d  c e r t a i n  t r e n d s  w h i c h  h a v e  now s t a r t e d ,  a n d  w h i c h  
r u n  c o u n t e r  to  t h e s e  f a c t o r s .  I t  w i l l  b e  i n t e r e s t i n g  to s e e  w h e t h e r  t h e  
G e r m a n  e c o n o m y  c a n  a b s o r b  t h e s e  t r e n d s  a n d  c o n t i n u e  i t s  r a t e  of  g r o w t h .  

I t  i s  a f a c t  t h a t ,  i n  the  p a s t ,  t h e  p r o p h e t s  of d o o m  w h o  h a v e  m a d e  
p r o n o u n c e m e n t s  on  the  G e r m a n  e c o n o m i c  f u t u r e  h a v e  b e e n  c o n s i s t e n t l y  
w r o n g .  I t  m a y  w e l l  be t h a t  t h e s e  n e w  f a c t o r s  l i k e w i s e  w i l l  n o t  h a v e  a n y  
e f f e c t  o n  the  m a i n  t r e n d  of the  e c o n o m y ,  w h i c h  c e r t a i n l y  i s  a m o n g  the  
m o s t  r e s i l i e n t  a n d  d y n a m i c  i n  t he  w o r l d .  W e  s h a l l  h a v e  to w a i t  a n d  s e e .  

In  t e r m s  of  G e r m a n y ' s  c o n t r i b u t i o n  to W e s t e r n  d e f e n s e ,  a p a r t  f r o m  
the  p o l i t i c a l  f a c t o r s  i n v o l v e d ,  t h e r e  i s  c e r t a i n l y  no  r e a s o n  w h y  t he  
G e r m a n  e c o n o m y ,  a n d  e v e n  i t s  s o m e w h a t  c o n s t r a i n e d  f e d e r a l  f i s c a l  
s y s t e m ,  c a n n o t  r a i s e  a l l  t he  m o n e y  r e q u i r e d  to p a y  f o r  G e r m a n y ' s  a g r e e d  
c o n t r i b u t i o n  to W e s t e r n  d e f e n s e  w i t h i n  t he  f r a m e w o r k  of  the  N o r t h  
A t l a n t i c  T r e a t y  O r g a n i z a t i o n .  

So I t h i n k  t h a t ,  on  t he  w h o l e ,  f r o m  a N A T O  p o i n t  of  v i e w ,  f r o m  a 
W e s t e r n  d e f e n s e  p o i n t  o f  v i e w ,  w e  do n o t  n e e d  to l o o k  f o r  t r o u b l e  f r o m  
the  F e d e r a l  R e p u b l i c .  T h e  b u r d e n  of  the  d e f e n s e  p o r t i o n  of  t he  n a t i o n a l  
b u d g e t  i s  n o t  s o  g r e a t  a s  to  c a u s e  t he  k i n d  of  d i f f i c u l t i e s  w h i c h  i t  i s  
c a u s i n g  i n  c e r t a i n  o t h e r  N A T O  c o u n t r i e s  a t  t h e  p r e s e n t  t i m e .  

We  m a y  t h e r e f o r e  c o n c l u d e  t h a t ,  c e r t a i n l y  i n  the  s h o r t  r u n  a n d  p e r -  
h a p s  e v e n  i n  the  l o n g  r u n ,  a l l  of  t he  e c o n o m i c  s i g n a l s  i n  G e r m a n y  a r e  
f a v o r a b l e .  We c a n  e x p e c t  c o n t i n u i n g l y  e x p a n d i n g  p r i v a t e  i n v e s t m e n t .  
W e  c a n  e x p e c t  i n c r e a s i n g  p e r s o n a l  c o n s u m p t i o n .  We c a n  e x p e c t  i n -  
c r e a s i n g  e x p o r t s  of  c a p i t a l  g o o d s  to W e s t e r n  E u r o p e  a n d  to the  r e s t  o f  
t he  w o r l d .  A n d  we  c a n  e x p e c t  t h a t  the  g o v e r n m e n t  w i l l  be  i n  a p o s i t i o n  
to m e e t  i t s  f i n a n c i a l  a n d  m i l i t a r y  o b l i g a t i o n s  o u t  of  i t s  o w n  r e s o u r c e s .  
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C O L O N E L  F L Y N N :  M r .  H i l l e n b r a n d  i s  r e a d y  f o r  q u e s t i o n s .  

Q U E S T I O N :  S i r ,  c a n  y o u  be m o r e  s p e c i f i c  on  th i s  c u r r e n c y  r e f o r m  
of 1948, and  on w h a t  h a p p e n e d  to c a s h  on  h a n d ,  to b a n k  b a l a n c e s ,  a n d  to 
d e b t s  ? 

MR.  H I L L E N B R A N D :  Y e s .  T h e  s i t u a t i o n  b e f o r e  the c u r r e n c y  r e -  
f o r m  w a s  t h a t  a lo t  of w o r t h l e s s  c u r r e n c y  w a s  f l o a t i n g  a r o u n d  w h i c h  
c o u l d  buy  v e r y  l i t t l e ,  b e c a u s e  m o s t  of  the v a l u a b l e  c o m m o d i t i e s  w e r e  
b e i n g  t r a d e d  on the  b l a c k  m a r k e t  on a s e m i b a r t e r  b a s i s .  T h e  c u r r e n c y  
r e f o r m  w h i c h  w a s  i m p o s e d  i n v o l v e d  the  c a l l i n g  in  of a l l  the  o ld  c u r -  
r e n c y .  T h a t  w a s  the  p h y s i c a l  t h i n g  tha t  h a p p e n e d .  N e w  c u r r e n c y  w a s  
t h e n  g i v e n  out .  T h e  f i r s t  d i s t r i b u t i o n  of the  n e w  c u r r e n c y  w a s  on  the 
b a s i s  of  5 p e r c e n t  of the v a l u e  of  the  o ld  c u r r e n c y  w h i c h  w a s  t u r n e d  in .  
T h e  s a m e  t h i n g  w a s  t h e n  done  f o r  bank  a c c o u n t s .  T h e y  w e r e  s i m p l y  
t r a n s f e r r e d  f r o m  the o ld  v a l u e  to the  new.  C e r t a i n  o t h e r  f o r m s  of the  
t h i n g s  w h i c h  w e r e  s t a t e d  in  m a r k  v a l u e s  w e r e  t r a n s f e r r e d  in  t e r m s  of 
v a l u e  to the  n e w  s y s t e m .  

T h e n  t h e r e  w a s  a s u b s e q u e n t  p a y m e n t  b e y o n d  the 5 p e r c e n t  of  
a n o t h e r  2 o r  2=1 /2  p e r c e n t  to c e r t a i n  c a t e g o r i e s  of c a s e s .  B u t  the  r e =  
t u r n  on the  o ld  v a l u e s  w a s  a c t u a l l y  s o m e  7 p e r c e n t  of the  t o t a l .  In  o t h e r  
w o r d s ,  the i n f l a t e d  c u r r e n c y  v a l u e s  w e n t  t h r o u g h  a v e r y  d r a s t i c  w r i n g e r  
p r o c e s s .  T h e  o n l y  v a l u e s ,  in  e f f e c t ,  w h i c h  s t a y e d  s t a b l e  w e r e  t h o s e  in  
the  f o r m  of s t o c k s .  I d o n ' t  m e a n  p a p e r  s t o c k s ;  I m e a n  c o m m o d i t y  s t o c k s .  
In  o t h e r  w o r d s ,  p e o p l e  w e r e  s i t t i n g  on top of s t o c k s  of b i c y c l e s  o r  
t e x t i l e s ,  a n d  t h e y  w e r e  the  i m m e d i a t e  b e n e f i c i a r i e s  of the c u r r e n c y  r e -  
f o r m .  

T h a t  i s  why ,  the  d a y  a f t e r  the  c u r r e n c y  r e f o r m  h a d  b e e n  c a r r i e d  out ,  
s t o r e s  w h i c h  h a d  b e e n  e m p t y ,  e x c e p t  f o r  a few l i t t l e  i t e m s  of h a n d i c r a f t ,  
s u d d e n l y  b l o s s o m e d  out  w i th  a l l  s o r t s  of g o o d s  w h i c h  h a d  b e e n  b r o u g h t  
f r o m  c e l l a r s  and  w a r e h o u s e s  a n d  w e r e  put  on  s a l e  f o r  the  n e w  h a r d  c u r -  
r e n c y .  

T h e r e  w e r e  a l l  s o r t s  of t e c h n i c a l  a s p e c t s  h a v i n g  to do w i t h  the  
v a r i o u s  k i n d s  of s p e c i a l  a c c o u n t s ,  and ,  of  c o u r s e ,  s p e c i a l  p r o v i s i o n s  
h a d  to be m a d e  f o r  f o r e i g n  a s s e t s ,  f o r e i g n  h o l d i n g s ,  and  so  on.  I t  w a s  
a v e r y  d r a s t i c  t ype  of c u r r e n c y  r e f o r m .  T h e  m o d e l  f o r  i t  in  s o m e  
r e s p e c t s  w a s  the e a r l i e r ,  s i m i l a r l y  d r a s t i c ,  c u r r e n c y  r e f o r m  t h a t  t h e y  
put  t h r o u g h  in  B e l g i u m  a f t e r  the  w a r .  

Q U E S T I O N :  M r .  H i l l e n b r a n d ,  I h a v e  h e a r d  i t  s a i d - - I  m i g h t  s a y ,  by  
a B r i t i s h e r - - t h a t  one  of the  r e a s o n s  f o r  the e c o n o m i c  m i r a c l e  in  
G e r m a n y  w a s  tha t  the  e c o n o m y  h a d  b e e n  c o m p l e t e l y  d e s t r o y e d ,  t h a t  t h e y  
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h a d  a v e r y  g o o d  l a b o r  f o r c e ,  a s k i l l e d  l a b o r  f o r c e ,  a n d  t h a t  t he  W e s t  
h a d  g i v e n  s u c h  l i b e r a l  c a p i t a l  c o n t r i b u t i o n s  t h a t  t h e y  h a d  no  r e a l  p r o b -  
l e m  i n  c a p i t a l  f o r m a t i o n .  H e  s a i d  t h a t  t h i s  s o r t  of  m i r a c l e  h a s  s o r t  o f  
r e s u l t e d  f r o m  f e e d i n g  on  the  c o m p l e t e  d e s t r u c t i o n  t h a t  h a d  b e e n  l e f t  
t h e r e .  W i l l  y o u  c o m m e n t  o n  t h a t  t h e o r y ?  

M R .  H I L L E N B R A N D :  W e l l ,  I h a v e  h e a r d  t h i s  t h e o r y ,  too .  A s  I 
i n d i c a t e d  d u r i n g  m y  r e m a r k s ,  t he  i m p l i c a t i o n  i s  t h a t ,  a s  a r e s u l t  o f  
g r e a t e r  n e e d ,  G e r m a n y  r e c e i v e d  m o r e  a i d  f r o m  the  o u t s i d e .  T h i s  i s  
n o t  t he  c a s e .  She  r e c e i v e d  l e s s  a i d  t h a n  e i t h e r  t he  U . K .  o r  F r a n c e .  I t  
i s  v e r y  h a r d  to e x p l a i n ,  in  t e r m s  of  a n y  e c o n o m i c  t h e o r y  I k n o w ,  h o w  i t  
i s  a n  e c o n o m i c  a s s e t  p e r  s e  to h a v e  a l l  o r  a g o o d  p a r t  of  y o u r  m a n u f a c -  
t u r i n g  p l a n t  d e s t r o y e d  a n d  h a v e  to r e b u i l d  i t  a g a i n .  I t  i s  t r u e ,  a n d  t h i s  
w a s  t h e  e x p e r i e n c e  a f t e r  W o r l d  W a r  I ,  w h e r e  a g r e a t  p a r t  of  t he  G e r m a n  
h e a v y  i n d u s t r y  w a s  d i s m a n t l e d  f o r  r e p a r a t i o n s ,  t h a t ,  w h e n  t h e y  r e b u i l t ,  
t h e y  r e b u i l t  w i t h  m o r e  m o d e r n  e q u i p m e n t ,  a n d  w e r e  a b l e  to d r a w  o n  t h e  
m o s t  u p - t o - d a t e  t e c h n o l o g i e s ,  a n d  t h e r e f o r e  t h e i r  i n d u s t r i e s  a c h i e v e d  
a h i g h e r  s t a t e  of  r a t i o n a l i z a t i o n ,  a l o w e r  c o s t  p e r  u n i t  p r o d u c e d ,  t h a n  
o t h e r  i n d u s t r i e s  i n  the  U . K . ,  F r a n c e ,  a n d  s o  on ,  w h i c h  m i g h t  be  c o m -  
p e t i t i v e  a n d  w h i c h  w e r e  s t i l l  u s i n g  the  s a m e  o ld  e q u i p m e n t .  W h i l e  t h i s  
i s  t r u e ,  h o w e v e r ,  t he  f a c t  i s  t h a t  t he  s a m e  p r o c e s s  of r e j u v e n a t i o n  a n d  
r a t i o n a l i z a t i o n  w e n t  on  in  F r a n c e  a n d  in  the  U . K . ,  p a r t l y  a s  the  r e s u l t  
of  U . S .  a i d  p a y m e n t s .  F o r  e x a m p l e ,  we  b u i l t  t he  m o s t  m o d e r n  s t e e l  
p l a n t  i n  t h e  w o r l d  i n  F r a n c e ,  l a r g e l y  t h r o u g h  M a r s h a l  P l a n  a i d .  

I t h i n k  t h e r e  i s  p r o b a b l y  a n  e l e m e n t  of  t r u t h  i n  w h a t  y o u  s a y ,  b u t  I 
d o n ' t  t h i n k  i t  i s  e v e n  the  b e g i n n i n g  of  a n  e x p l a n a t i o n  f o r  the  p h e n o m e n a l  
G e r m a n  e c o n o m i c  g r o w t h .  I t h i n k  i t  i s  o n e  of  m a n y  f a c t o r s  w h i c h  p r o b -  
a b l y  p l a y e d  a r o l e .  I t h i n k  i t  w a s  a c h a l l e n g e  to the  G e r m a n  p e o p l e ,  w h o  
r o s e  to t h a t  c h a l l e n g e .  I m e a n ,  t he  f a c t  t h a t  t h e y  h a d  to r e b u i l d  s t i m u -  
l a t e d  a w i l l i n g n e s s  to w o r k  h a r d e r  t h a n  w a s  t he  c a s e  i n  c e r t a i n  o t h e r  
E u r o p e a n  c o u n t r i e s .  

B u t  I d o n ' t  t h i n k  t h a t  i n  t e r m s  of  e c o n o m i c  t h e o r y  y o u  c a n  r e a l l y  
c l a i m  t h a t  l o s i n g  y o u r  p l a n t  a n d  h a v i n g  to r e b u i l d  i t  i s  s o m e t h i n g  w h i c h  
s h o u l d  c o n t r i b u t e  t o w a r d s  r a p i d  e c o n o m i c  g r o w t h ,  b e c a u s e ,  a f t e r  a l l ,  
t he  i n d i c e s  t h a t  y o u  s t a r t  f r o m  a r e  n o t  the  i n d i c e s  r e f l e c t i n g  t h e  s t a t e  
of  t he  e c o n o m y  w h e n  t h e  p l a n t  i s  d e s t r o y e d  bu t  r a t h e r  the  s t a t e  of  t h e  
e c o n o m y  p r i o r  to  t h e  d e s t r u c t i o n  of  the  p l a n t .  So the  r e p l a c e m e n t  o f  
t he  e q u i p m e n t  i s  n o t  a p r e n e t  g a i n  to y o u r  n a t i o n a l  w e a l t h .  

QUESTION: Sir, you mentioned the matter of the lack of inflation, 
or slight inflation, in Germany. Will you tell us what percentage of the 
GNP goes to the government in the form of taxes ? You also mentioned 
the social security aspect. I am under the impression, based on a 
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social security tax I had to pay for my maid, that they run a social 

security tax of somewhere between 18 and 20 percent in Germany, par- 
ticularly for the lower-paid people--not above a certain pay scale, 

which I believe was 400 marks. Would you care to comment on that? 

MR.  H I L L E N B R A N D :  W e l l ,  in  r o u g h  f i g u r e s ,  the  F e d e r a l  b u d g e t  
i s ,  s l i g h t l y  u n d e r  20 p e r c e n t  of the  G N P  of  G e r m a n y .  T h e r e  a r e  a l s o ,  
a s  y o u  k n o w ,  L a e n d e r  b u d g e t s ,  a n d  o t h e r  f o r m s  of  l o c a l  t a x - c o l l e c t i o n  
s y s t e m s  o r  r e v e n u e - r a i s i n g  s y s t e m s  w h i c h  a d d  to t h i s  b u r d e n .  I t  i s  
t r u e  t h a t ,  I t h i n k ,  G e r m a n y  h a s  one  of  the  h i g h e s t  t ax  b u r d e n s  of  a n y  
m o d e r n  W e s t e r n  c o u n t r y ,  w h e n  y o u  a d d  a l l  t h e s e  t o g e t h e r ,  a l t h o u g h  
e x a c t  s t a t i s t i c a l  d a t a  a r e  h a r d  to c o m e  by on  the  o v e r a l l  f i g u r e s .  

I t  i s  t r u e  t h a t  t h i s  r o u g h l y  20 p e r c e n t  of  G N P  w h i c h  a c c r u e s  to the  
F e d e r a l  G o v e r n m e n t  i n  t h e  f o r m  of r e v e n u e s  i n c l u d e s ,  of  c o u r s e ,  a 
l a r g e  p a r t  o f  t he  s o c i a l  s e c u r i t y  b e n e f i t s ,  a t  l e a s t  t h o s e  w h i c h  a r e  
n a t i o n a l l y  a d m i n i s t e r e d  a s  o p p o s e d  to t h o s e  w h i c h  a r e  a d m i n i s t e r e d  o n  
a l o c a l  b a s i s .  I d o n ' t  t h i n k  one  c a n  d r a w  a n y  r e a l  c o n c l u s i o n s  a s  to  t he  
e f f e c t  t h i s  h a s  h a d  on  the  p r i c e  l e v e l .  T h e  r e a s o n  f o r  r e l a t i v e  p r i c e  
s t a b i l i t y  i n  p o s t w a r  G e r m a n y  h a s  b e e n  o t h e r  t h a n  the  i m p a c t  on  p r i c e s  
o f  g o v e r n m e n t  e x p e n d i t u r e  o r  g o v e r n m e n t  t a x a t i o n .  

T h e  i d e a  t h a t  G e r m a n y  i s  a c o u n t r y  i n  w h i c h  t a x e s  a r e  l o w e r  t h a n  
t h o s e  i n  m o s t  E u r o p e a n  c o u n t r i e s  i s ,  I th ink,  i n c o r r e c t .  I t  i s  t r u e  t h a t  
u n d e r  the  tex l e g i s l a t i o n  in  the  e a r l y  f i f t i e s ,  c e r t a i n  p r e f e r e n t i a l  k i n d s  
of  r a t e s  w e t , ,  ~ a p p l i e d  to i n d u s t r i e s  to  e n c o u r a g e  t he  p l o w i n g  b a c k  of  
p r o f i t s  i n t o  i n d u s t r y  a n d  r a p i d  c a p i t a l  f o r m a t i o n .  T h i s  h a s  b e e n  r e v e r s e d  
n o w ,  a n d  in  f a c t  t he  B u n d e s t a g  a t  the  p r e s e n t  t i m e  i s  c o n s i d e r i n g  a t ax  
l aw w h i c h  w i l l  e l i m i n a t e  m o s t  of  t h e s e  p r e f e r e n t i a l  r a t e s  f o r  c e r t a i n  
k i n d s  of i n d u s t r y .  I t h i n k  the  c o n c l u s i o n  i s  t h a t  t h i s  i s  n o  l o n g e r  r e q u i r e d  
to a s s i s t  the  p r o c e s s  of c a p i t a l  f o r m a t i o n .  

QUESTION: S i r ,  I h a v e  r e a d  t h a t  the  E a s t  G e r m a n  e c o n o m y  i s  a l s o  
a t  p r e s e n t  i n  a s t a t e  of  b o o m .  F o r  e x a m p l e ,  the  n u m b e r  o f  i m m i g r a n t s  
f r o m  E a s t  G e r m a n y  i n t o  W e s t  G e r m a n y  h a s  t u r n e d  a r o u n d  a n d  g o n e  b a c k  
the  o t h e r  w a y .  I s  t h i s  t he  c a s e ?  If  so ,  h o w  i m p o r t a n t  do  y o u  t h i n k  t h i s  
E a s t  G e r m a n  e c o n o m y  w i l l  be ? 

M R .  H I L L E N B R A N D :  T h e r e  a r e  r e a l l y  two q u e s t i o n s  t h e r e .  F i r s t ,  
to d e a l  w i t h  the  l e s s  c o m p l i c a t e d  o n e ,  w e  w e r e  s o m e w h a t  i n t r i g u e d  o u r -  
s e l v e s  by a n u m b e r  of n e w s p a p e r  a r t i c l e s  a b o u t  t he  r e v e r s e  f l o w  of  
r e f u g e e s  a l l e g e d l y  t a k i n g  p l a c e .  We h a v e  c h e c k e d  t h e s e  f i g u r e s  a n d  f i n d  
t h a t ,  w h i l e  t h e r e  i s  a s l i g h t  r e v e r s e  f l o w ,  i t  i s  by  no  m e a n s  a s  l a r g e  a s  
t h e s e  a r t i c l e s  by ,  s a y ,  F l o r a  L e w i s  a n d  a n u m b e r  o f  o t h e r s  w o u l d  h a v e  
i n d i c a t e d .  I d o n ' t  k n o w  w h e r e  s h e  go t  h e r  s t a t i s t i c a l  d a t a .  She  p r o b a b l y  
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go t  i t  f r o m  the E a s t  G e r m a n s .  E v e r y o n e  k n o w s  tha t  the  s t a t i s t i c s  they  
h a n d  out  h a v e  b e e n  n o t o r i o u s l y  f a l s e ,  i n t e n d e d  e n t i r e l y  f o r  p r o p a g a n d a  
p u r p o s e s .  

We h a v e  a f a i r l y  a c c u r a t e  c h e c k  on th i s ,  b e c a u s e  of the  r o l e  we p l ay  
s t i l l  i n  the r e f u g e e - p r o c e s s i n g  p r o c e d u r e s  in  B e r l i n  and  in  W e s t  G e r m a n y .  
We know tha t  t h e s e  da t a  a r e  i n c o r r e c t ,  a l t h o u g h  i t  i s  t r u e  to s ay  tha t  
t h e r e  a r e  m o r e  p e o p l e  go ing  back  now than  t h e r e  w e r e  f ive  y e a r s  ago .  I t  
i s  t r u e  a l s o  to s a y  tha t  the E a s t  G e r m a n  e c o n o m y ,  c o m p a r e d  wi th  the  
s t a g n a n t  c o n d i t i o n s ,  s a y ,  of f ive  y e a r s  ago ,  h a s  s h o w n  c e r t a i n  i m p r o v e -  
m e n t s .  

T h e s e  i m p r o v e m e n t s  a r e  l a r g e l y  r e f l e c t e d  in i n d i c e s  of i n d u s t r i a l  
p r o d u c t i o n  and ,  to a c e r t a i n  e x t e n t ,  in  the  a v a i l a b i l i t y  of c e r t a i n  low-  
g r a d e  c o n s u m e r  goods  in the e c o n o m y  of E a s t  G e r m a n y .  On the  o t h e r  
ha nd ,  t h e r e  i s  no c o m p a r i s o n  b e t w e e n  the r a t e  of e c o n o m i c  g r o w t h  in  
E a s t  G e r m a n y  wi th  tha t  in  W e s t  G e r m a n y  n o r  b e t w e e n  the d i v e r s i t y  of 
the e c o n o m i e s  o r  any  of the o t h e r  t h ings  w h i c h  you  n o r m a l l y  u se  f o r  
e v a l u a t i o n  of e c o n o m i e s .  

I t  i s  t r u e  tha t  E a s t  G e r m a n y  ha s  p l a y e d  and  i s  go ing  to p l ay  an  in -  
c r e a s i n g l y  i m p o r t a n t  r o l e  in the c o l l e c t i v e  e c o n o m y  of the s a t e l l i t e  b loc .  
Y o u ' v e  got  a r e s e r v o i r  of s k i l l s ,  as  w e l l  as  a c e r t a i n  a m o u n t  of i n d u s -  
t r i a l  r e s o u r c e s  in  E a s t  G e r m a n y ,  w h i c h  the S o v i e t s ,  now tha t  t hey  h a v e  
s t o p p e d  t a k i n g  r e p a r a t i o n s  out  of the  c o u n t r y ,  a r e  w i l l i n g  to e x p l o i t ,  and  
in  f ac t  a r e  i n s i s t i n g  on r e h a b i l i t a t i n g ,  b e c a u s e  t hey  f e e l  i t  h a s  a r e a l  
c o n t r i b u t i o n  to m a k e  to the g e n e r a l  e c o n o m i c  g r o w t h  of the S o v i e t  b loc  
a r e a .  

I t  w o u l d  be s t r a n g e ,  i n d e e d ,  if E a s t  G e r m a n y ,  c o n s i d e r i n g  the 
s k i t l e d  l a b o r  f o r c e  tha t  s t i l l  e x i s t s  t h e r e ,  and  the  o t h e r  a d v a n t a g e s  i t  
h a s ,  d id  not  b e c o m e  the m o s t  i m p o r t a n t  i n d u s t r i a l  a r e a  in  the S o v i e t  
b loc ,  o t h e r  t han  the Sov ie t  U n i o n  i t s e l f .  T h e r e  i s  no doub t  tha t  t h e r e  i s  
a g r e a t  p o t e n t i a l  t h e r e ,  but  i t  i s  l i m i t e d ,  of c o u r s e ,  v e r y  d r a s t i c a l l y  by, 
f i r s t  of a l l ,  the c o n t i n u a l  d r a i n  of the c r e a m  of the  l a b o r  f o r c e  to the 
W e s t ,  which~is  s t i l l  go ing  on,  and  a l s o  by a v e r y  u n f a v o r a b l e  p o p u l a t i o n  
s t r u c t u r e ,  w h i c h  o v e r  the y e a r s  wi l l  b e c o m e  e v e r  m o r e  u n f a v o r a b l e  and  
wi l l  r e s u l t  in  a d r a s t i c  c u r t a i l m e n t  of the a v a i l a b l e  l a b o r  s u p p l y  w i t h i n  
the m o s t  p r o d u c t i v e  y e a r s .  

Q U E S T I O N :  I b e l i e v e  you  s a i d ,  s i r ,  tha t  the  K e y n e s i a n  t h e o r y  h a s  
not  w o r k e d  ou t  in  G e r m a n y  v e r y  we l l .  So f a r  t hey  h a v e n ' t  h ad  any  
b u s i n e s s  r e c e s s i o n  in  G e r m a n y  in  the p o s t w a r  p e r i o d .  If t hey  do h a v e  
one ,  wha t  t h e o r y  wi l l  t hey  u se  to s t a m p  out  the r e c e s s i o n ?  
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M R .  H I L L E N B R A N D :  S i n c e  the  o f f i c i a l  p o l i c y  of  t he  M i n i s t r y  o f  
E c o n o m i c s  i s  e s s e n t i a l l y  to a l l o w  f r e e  m a r k e t  f o r c e s  to m a k e  a d j u s t -  
m e n t s ,  p r e s u m a b l y ,  a t  l e a s t  i n i t i a l l y ,  t h e y  w o u l d ,  a t  t he  m o s t ,  r e s o r t  
to  c e n t r a l  b a n k  p o l i c i e s ,  w h i c h  a r e  s u p p o s e d  to be  c o u n t e r - c y c l i c a l ,  
a n d  o t h e r  f i s c a l  m e a s u r e s  s u c h  a s  a r e  a v a i l a b l e  to t he  F e d e r a l  G o v e r n -  
m e n t .  N o w ,  o f  c o u r s e ,  i f  i t  t u r n s  o u t  t h a t  t h e s e  m e a s u r e s  d o n ' t  w o r k ,  
t h e n ,  o b v i o u s l y ,  y o u  w i l l  h a v e  p r e s s u r e s  o n  the  g o v e r n m e n t ,  i f  o n l y  
f r o m  the  o p p o s i t i o n  p a r t y ,  to r e s o r t  to m o r e  K e y n e s i a n  m e a s u r e s .  A l l  
o n e  c a n  s a y  a t  t h i s  p o i n t  i s  t h a t ,  s i n c e  t h e r e  h a s  b e e n  no  d e p r e s s i o n  
t h e r e  h a s  b e e n  no  t e m p t a t i o n  on  the  p a r t  of  t he  g o v e r n m e n t  to r e s o r t  to  
a n y  o f  t h e s e  m e a s u r e s  n o r  a n y  p r e s s u r e  on  i t  to do  s o .  

I t  i s  q u i t e  c l e a r  t h a t  t he  G e r m a n  M i n i s t r i e s  a f f e c t e d ,  E c o n o m i c s  
a n d  F i n a n c e ,  a r e  s i m p l y  n o t  c o u n t i n g  on  a d e p r e s s i o n  of  the  c o n v e n -  
t i o n a l  k i n d .  T h e y  f e e l  t h a t  t h e  b u i l t - i n  s t a b i l i z e r s  i n  the  e c o n o m y  a r e  
s u c h  t h a t ,  a s  l o n g  a s  the  o u t s i d e  w o r l d ,  p a r t i c u l a r l y  the  U n i t e d  S t a t e s ,  
d o e s  n o t  e n t e r  a p e r i o d  of  d e e p  d e p r e s s i o n ,  t h e r e  i s  no  r e a s o n  w h y  t he  
G e r m a n  e c o n o m y  s h o u l d  h a v e  to go t h r o u g h  the  k i n d  of  d e p r e s s i o n  t h a t  
a d v a n c e d  c o u n t r i e s  of  "the W e s t e r n  W o r l d  s e e m e d  to h a v e  to go t h r o u g h  p e r i -  
o d i c a l l y  i n  the  p e r i o d  b e f o r e  W o r l d  W a r  II .  T h a t  d o e s n ' t  m e a n ,  of  c o u r s e ,  
t h a t  y o u  d o n ' t  h a v e  c y c l i c a l  m o v e m e n t s  w i t h i n  a g e n e r a l  a s c e n d i n g  c u r v e ,  
i n  the  s a m e  w a y  t h a t  we  h a v e  h a d  t h e m  in  t h i s  c o u n t r y .  W h e t h e r  y o u  c a l l  
i t  a r e c e s s i o n ,  o r  a f l o a t i n g  r e a d j u s t m e n t ,  o r  w h a t e v e r  t e r m  y o u  w a n t  
to  u s e ,  t he  f a c t  i s  t h a t  t h e r e  a r e  p e r i o d s  of  b o o m  a n d  t h e r e  a r e  p e r i o d s  
of  r e l a t i v e  s t a g n a t i o n .  Y o u ' v e  h a d  t h a t  i n  G e r m a n y .  We  a r e  n o w  i n  t h e  
m i d d l e  o f  a p e r i o d  of  b o o m  a g a i n .  I t h i n k  t h a t  no  o n e  r e a l l y  e x p e c t s  
t h a t  t he  g e n e r a l  t e n d e n c y  w i l l  s t o p  b e i n g  i n  a n  u p w a r d  d i r e c t i o n .  

Q U E S T I O N :  I w a s  o v e r  i n  G e r m a n y  in  1936,  a n d  o n e  of  the  t h i n g s  
t h a t  i m p r e s s e d  m e  t h e n  w a s  the  s u c c e s s  of  t he  N a z i  p r o g r a m  f o r  i n -  
s t i l l i n g  in  t he  G e r m a n  p e o p l e  t he  i d e a  t h a t  l a b o r  w a s  i t s  o w n  r e w a r d ,  
a n d  b u i l d i n g  u p  a r e a l  r e s p e c t  f o r  w o r k  in  i t s e l f .  I d a r e  s a y  t h a t  t h e  d e -  
n a z i f i c a t i o n  p r o g r a m  h a s  n o t  e l i m i n a t e d  t h i s  f r o m  the  G e r m a n  p e o p l e .  
I a l s o  k n o w  t h a t  we  h a v e  c o m p a r a t i v e  f i g u r e s  o n  the  p r o d u c t i v i t y  o f  o v e r -  
a l l  e c o n o m i e s  of v a r i o u s  c o u n t r i e s .  B u t ,  do  we  h a v e  a n y t h i n g  to s h o w  
w h a t  the  p r o d u c t i v i t y  of G e r m a n  l a b o r  i s  i n  c o m p a r i s o n  w i t h  A m e r i c a n  
l a b o r ,  B r i t i s h  l a b o r ,  a n d  F r e n c h  l a b o r ,  f o r  i n s t a n c e ?  

MR. HILLENBRAND: Well, productivity figures, are, as you know, 
among the hardest to collect on a comparative basis. The ECE in Geneva 
has made some attempts, and they are not usually accepted by economists 
as having much validity. But, for what they are worth, the conclusions 
are that the German labor per man-hour work is not necessarily any 
more productive than labor in this country, given a similar state of 
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rationalization of a given industry, but that German labor is willing to 
work more intensely over longer periods of time and has done so. 

These figures, I think, must be viewed with a certain amount of dis- 
t ru s t . .  There is no doubt that in certain industries, at least, where you 
have a high level of morale from management right down through the 
laboring force, you have probably greater output per man even during 
the same working period of each week than you have had in some coun- 
tries, like France and the U.K. But this is purely an impression. It 
would be very hard to document this, because, you have a different de- 
gree of rationalization from industry to industry, and also from country 
to country, and the kind of indices you will get in one country are hardly 
comparable with those you will get from another country. 

So I think that a scientific economist would have to leave it at that 
without trying to draw any further conclusions. The general impression 
undoubtedly is a correct one, that work has much more of a value in it- 
self to the average German than it does to the average Frenchman or to 
the average Englishman. I think this is partly explicable in terms of 
traditional German national psychology and partly explicable in terms of 
the peculiar situation that existed in Germany after World War If, when 
the compulsion to work became a substitute for the lack of other ameni- 
ties of life and a compensation for the drabness of existence. You 
worked hard, got tired, went home, fell asleep, and went back the next 
day and worked hard, got tired, and it helped to remove you from some 
of the other pressures of life and the drabness of those early years of 
existence. 

Of c o u r s e ,  now t h a t  y o u ' v e  go t  a f u l l - b l o w n  c o n s u m e r  e c o n o m y  a g a i n  
in  G e r m a n y ,  t h i s  i n c l i n a t i o n ,  I t h i n k ,  i s  f a s t  f a d i n g .  

C O L O N E L  F L Y N N :  I a m  s o r r y  we  w i l l  h a v e  to c l o s e .  

M r .  H i l l e n b r a n d ,  y o u r  p r e s e n t a t i o n  h a s  n o t  o n l y  b e e n  a m a j o r  c o n -  
t r i b u t i o n  to o u r  u n i t  of  s t u d y  bu t  I f e e l  t h a t  t h o s e  of  u s  w h o  a r e  g o i n g  to 
v i s i t  G e r m a n y  n e x t  m o n t h  o w e  y o u  a p a r t i c u l a r  d e b t  of  g r a t i t u d e  f o r  a 
v e r y  c o m p r e h e n s i v e  r e v i e w  of  the  G e r m a n  e c o n o m y  w h i c h  s h o u l d  m a k e  
o u r  v i s i t  m u c h  m o r e  m e a n i n g f u l .  " T h a n k  y o u  v e r y  m u c h ,  s i r .  

(17 J u l y  1 9 6 1 - - 5 , 0 0 0 ) O / e n : d e  
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