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Iraded Goods During lorld far 1I Randell Hinshew

At the present time, the beslance-of-payments subcommittee
of the Nationel Advisory Council is preparing estimates of the level
of exports and imports in various countries for the immediete post-war
period. These estimates are stated in terms of dollars, ond are in-
evitubly besed, in large measurse, on pre-wer mcgnitudes. But in ncking
estimetes on tho basis of pre-wur oxperionce, the question et once
arisoes s to how much the figurcs should be infleted to cllow for tho
rise in world prices which hes occurred since the beginning of tho war.
An approximate onswor to this quostion is the only answor that is
possible, sinco it is clear thot thore is no one figure which would
provide an idoal cdjustment fuctor for all countrios. Ideelly, scparcte
prico induxes should be epplied to oach country, and imports should
recsivo soparute treatment from oxports. As e practical matter, how-
¢gver, such refinaments urc possiblo only in isolated cases; the margin
of orror involved in moking seperate estimutes in rost instincos is
simply groctor thun the probuble priee-lovel discropencies. Tho bost
that con be attainod for the mejority of countrius is some figure which
will oxpress the avercgo risc in oxport and import prices, aftor such
prices have boon translated into dollars.

For this purpose, the most relovant price soriuvs clearly aro
indoxos of export and import prices. Fortunatcly, oxport and import
price indexes are availoble for tho two countries--Britcin cnd the United
Stotes--which figuro most prominontly in world trudo., Tho oxports eand
imports of thesc two countrics are so brocdly reprusontative of intor-
notionelly treded commoditics as to provido perhaps the best svailcble
standard for moasuring tho prico movemonts with which wo wre concernod,
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In tho caso of the Unitod States, two prico sorics for cx-
ports und imports are aveilable, one prepered by the Deopartment of
Commerce cnd the other by tho Department of Labor. The two series do
not attampt to measure cxactly tho same megnitude. The Commorce indexes
measure "unit veluo," which is computed from the original totel-value
&nd quantity dute for vech item or cluss. The Dopartment of Labor
indoxoes wre besed on a difforont concept; they wro dssigned to measure
chenges in the domestic prices of exportcd end imported goods. According
to n Lebor Dupurtment memorendum, "Tho quotations from which these indoxes
aro constructed are tuken from domestic markets and rolato to qualitioes
end typecs of goods normally sold in large volume in tho domastic trado,
not to the prices of goods ospecially fabriceted for the oxport trade;
nor do thsy take account of verious typeos of special discounts ond other
cherrges common in tho trade." Unlikoe the Commerce indoxes, tho Labor
series "arc intended to meusuro changos in the prices of goods with
homogoneous spocifications over a period of time.”

Toking the poriod 19%36-38 as a bese to reprcsont the immodiato
pro-war period, tho British and fmericen oxport and import pricc indexecs
for 1945 appear as in Table 1.

TABLE 1

INDEXES OF IMPORT AND EXPORT PRICES

1936-38 1945

Import pricc indoxocs
United States

Department of Commoerco 100 155b
Dopartment of Labor 100% 155
Unitod Kingdom 100 191°

Export price indexoes
United States
Depertment of Commorce

Including Lend-Loaso 100 164
Excluding LondTLeaso 100 lth
Departmont of Labor 100 129
Unitod Kingdom 100 163°

Eavorsgo of figurcs for June 1936, June 1937,
and Junc 1938.

bAvcrage of figurcs for Marech, June, Scptembor,
end Decembor,

CExcludos munitions., Computed from vuluc and
volums deate in Monthly Digest of Statistics
(Contral Statisticel Office, lLondon), Fcbruary
1946, p. 67.

dExcludeos Lend-Lcesa exports,
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The figures in Table 1 show wide disparities. While the
two American import price series show the same degree of increase,
the American export price series do not; moreover, both the British
series arc considerably higher than any of the American rfigures. How-
ever, in the latter connection it must be remembered that the British
indoxes ruflect price changes in terms of sterling, while the American
indexos roufloct price changos in terms of dollers. For our purpose,
it is necessary to know how much British import and export prices rose
during the wer in terms of dollars. This can bg eesily detormined, as
follows: In 1945, the pound sterling exchenged for 4.03 dollars,
whoroos during tho period 19%6-38 tho pound cxchenged (on tho cverego)
for 1.9l dollers. That is to say, the price of the pound in tcrms of
dollars wes 18.3 por cent lowor in 1945 than in 19%6-38. Thus the riso
in British pricus during this period, when exprossed in dollers, is
18.% per cent less then when cxprosscd in pounds. Thoe adjusted British
indoxos, together with the American indoxcs, appear in Teblo 2.

TABLE 2

INDEXES OF IMPOET AND EXPORT PRICES
I¥ TERMS OF DOLLARS®

1936-38 1945

Import prico indoxos
United Statos

Deportment of Commarce 100 155
Dopartmont of Lebor 100 155
United Kingdom 100 156

Export price indoxes
Unitod Stetes
Department of Commorco

Including Lcend-Lowse 100 16l
Excluding Loend-Locse 100 145
Department of Lobor 100 129
United Kingdom 100 157

8See footnotes, Tcble 1.

The import price indexes in Tzble 2 show an astonishing
degree of agreement. Both the Americcn import indexes asre 55 por cent
highor in 1945 than in 1936-3%8, whilc the British import index, whon
trenslated into dollars, is 56 per cont highur. Therc is no such
cgrooment in the cese of the oxport price serivs, The British czport
prico index, showing o 57 ner cont rise, cgrees closely with the three
import price se¢rics, but Amcriecon cxport pricc indexes divorge widely.
The Commerce soriocs which includoes Lend-Lease oxports is considorably
ebcve any of the othor indoxcs, while the two American cxport scries
which do not include Lend-Louaso shipments ere woll below any of tho
otror indexes. Pearticularly low is tho Depertment of Labor indoex,
which in 1945 is only 29 pur cont cbove tha 19%6-38 lcvel.
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The Department of Commerce publishes price indexes not only
for totel exports and totul imports, but also ror five export and im-
port subdivisions. The five subgroups sre (1) crude matericls, (2) crude
foadstuffs, (3) manufactured foodstuffs, (L) semi-manufuctures, and
(5) finished menufectures. Import and export price indexes for these
groaps for the year 1945 appear in Toble 3,

TABLE 3

AMERICAN IMPORT AND EXPORT PRIC# INDEX=S FOR 1945%
(19%26-%8 = 100)

ImEorts Exgortsb
Crude materials 158 148
Crude foodstuffs 176 189
Menufectured foodstuffs 148 171
Semi-manufeacturcs 135 131
Finished menufactures 169 171
Total 155 16l

BUnited States Dopartment of Commerce.
Includes Lend-Lcese exports.

According to these indexes, tho greatest incroeasecs in price
were atteined by foodstuffs cnd finished monufuctures; the lowest by
semi-manufactures. The oxport price indexos include Lend-Lcasc cxports,
tnd in one or morc cascs would be substonticlly lower if thosc oxports
were cxcluded. Perticulerly would this be truoc in the casc of finished
menafecturcs, in which Lond-Leaso shipments wero lergoly concontretod.

Before the wur, foodstuffs were not cn importint dmcricen ex-
port, but there is overy prospect that during the next two or three ycars
thoy will bo. The porcontege composition of cxports in 193%36-38 cnd in
Docombor 1945 is shovm in Tablo L. It will be scen thoet foodstuffs
(crude and manufuctured) compriscd only 10.5 psr cent of Amcrican ox-
ports in 19%6-38, while in Docember 1945 thuy constituted 28.9 por cent.

TLBLE I}

PERCENYAGE COMPOSITION OF -MERICAN EXPORTS

Dec.

1936-38 1945

Crude materials 22.9 9.8
Crude foodstuffs L.7 9.3
Manufactured foodstuffs 5.8 19.6
Semi-manufactures 17.7 9.4
Finished manufactures L8.9 51.8

Total 100 % 100 %
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For on indefinite period, food cxports may be expected to remain nearor
tho latter percentage than the formor. It is woll to kcep this in mind,
since the increase in food pricos has been purticularly greet--much
grocter than the increase in ¢xport prices as o whola.

The Department of Labor divides imports cnd exports into throe
cetegorioss (1) raw meterials, (2) somi-fabricucted goods, and (3) fabri-
cated goods. Frico indexos for these groups for the ycar 1945 are shown
in Teble 5. It will bo noted that tho rise in raw-matorial oxport prices
agrees closoely with the risc in wll aggregute import-pricc indexes (in-
cluding the British, when cllowance is mede for sterling dopreciction).

TABLE 5

LABOR DEPARTMZNT IMPORT £ND EXPORT PRICE INDEXES FOR 1945°
(1936-38 = 100)P

Impor ts Expor ts®
Rew matericls 170 156
Semi-fabricated goods 129 127
Febricuated goods 163 119
Totel 155 129

aAverags of figures for lerch, June, September, end
December.

Average of figures for Junec 1936, June 1937, and Junc
1938.

CBxcludes Lend-Lcase cxports.

The Lebor export and import price indexes for semi-febricuted goods are
both low, but this is also true of the Commerce unit-vilue serics for
sari~-monufactures. The most striking discropancy in the Labor indoxes
is thet between the export and import price indexes for fobric.ted
gocds. The import price index for this group shows & 63 pur cent rise
during the war, while tho oxport price index shows only & 19 por cont
rise., There is no such discrepancy in the Commerce export cnd import
price indexes for finished monufectures, This difference betwecn the
Letor cnd Commerce series appeurs to be due to two ciuses. In the
first place, the Labor index excludes, while the Commerco index in-
cludes, Lend-Leuse shipments. In the sccond pluce, the Lubor index
cortains only the prices of itums with uniform specificections, while
the Commerce index roflects qualitative chunges in the itoms included.

Seversl conclusions seom to bo worrunted from the foregoing
cnalysis. First of all, the import price indexcs sppoar to offer a
nmore relicble geugo of price movenents during the wur thon the export
price indoxes. Indeed, the degreoc of agre¢omunt cmong the import price
series is quitec remarkable; oll suggost wn ovor-gll price risc during
the woar in the ncighborhood of 55 por cent. The British export price
index, aofter corroction for sterling depreciation, shows the scmo degrec
of inoreuse, but the Amurican cxport series do not. To & lerge degree,
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the discerepancies in the American export-price indexes eppear to be

thi result of difficulties in properly weighting the vorious cetegories
of fnmericon cexports. These categorics chenged ropidly in relefive
importence during the wer. Since the compositiosn of Americin imports
was much loss offected by the wor, the mothod of weighting in that
connection is rolatively unimportant,

Sposking broadly, and lergely on the besis of cvidonce with
respoct to American ond British imports {und British uxports), it would
appecr that doller prices of internutionally traded goods hove risen
by ot leest half since the beginning of the war. Further rofinement
than this docs not appear wisc. Prices of course m.y wdvanco further,
or they may decline., As yot, thero is 1ittle cvidence of strong
tendoncies in either diroction. Most pricc scrioes, when exproessed
in dollers, appeer Lo be &t opproximctely the levels rowched at tho
cnd of tho war.

Gold Holdings of the Swiss Govermmont Rosa Ernst

The ennuel roport of the Swiss Netional Bank for 194 mude
rolerencc to ¢ "conmsidoreblo reserve” of gold in the hends of the
Swiss Government, but it wes only in the Bonk's report for 1945 th&}
acsual figures concorning the Government's "storilizution" progrim
wore given. Thus it wes reveeled that et the ond of 1945 the golad
hol.dings of the Govirmmont alone amountod to 1,030 million Swiss
frenes (about 241 illion dollars), an admitted increusc of 568
nillion franes over tho 194, figurc. The Government's roscrve at the
end of 194y wes thercfore 62 million frencs, If the gold holdings
of the Nutional Bank arc scddod to those of the Government, the total
go.d held by Switzerland et the end of 1945 wnounts to 5,807 nillion
fraunces (1,357 million dollers), en unusually large emount for such a
smiall country. QOf the Bank's holdings, 1,128 million is hcld in
Svi.tzerlend proper, ond 3,649 millson wbroad. It is not rovecled
whoro the Govermment is kseping its gold, but it would appcor theat
ot least part of it is kopt in the United Stutes. 1In addition to tho
go.d, thc Nutional Baonk also inercmsed its forwign exchinge holdings
during 1945, so thit the country's reserve position at the ond of the
yvour was os follows:

l/ Boginning, presumebly, in the spring of 194, the Govermment pur-
chased gold from the National Bank with the proceoeds of sclos of
long-turm Government bonds to the public. These gold purchuases
were made particulerly to offsct gold inflows resulting from non-
cormerciel trensuctions such as foreign govurnmont peyments to the
Internetional Red Cross and foreign romittances for diplomatic and
charitable purposces. It is possiblc, morcover, that Govornmont
gold holdings wore expended in connection with the fineneing of
visits of Unitod Statous s~ldlers to Switzorlond,
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Swiss Gold and Forcign Exchengo Holdings

End of End of
194y 1945 Incroaso
(#fillion francs) (Por cent)
Gold
T Government L62 1,020 122
Nationsl Bank L,55, L,777 5
5,016 c,807 16
Foreign exchango
Netional Bank 102 162 60

Total holdings 5,118 5,969 17

It is not known just when the Govermment begen its gold
sterilizetion program. The rapid inflow of gold end foreign oxchenge
sterted in mid-1940, end during the wer the country was unebloe to off-
sel the huge proceeds from experts by proportionute imports. It may
be assumed that cll othor moens of absorbing the continuous incrocase
of thesc funds wore cxhaustod before tho Government's assistanco was
sotght. For oxempl¢, oxchange dorived from uxports to westorn hemiw
sphore countrios wes purchascd by the Netional Bunk to tho oxtont of
50 per cent in free Swiss frincs, wnd 50 per cent in wccounts blocked
for a period of not morc than three yeers. Authoritics of the Bank
feerced that, without the Goveormment's cooperution, continued cxpansion
in tho note circulation arising in connaction with the purchusc of gold
and forceign exchinge would lead to drustic inflation.

Details of the errangemont between the Govermment and the
Nectional Bank are not available, nor doss tho Government publish any
stctisticul data in this conncction. The Swiss press shows concorn
over the fact that the public was left in tho dark with regerd to the
gold held by the Govornment and is inquiring just why such socrecy was
obsorved. It is felt that the people were not given wn accurato picture
of thc country's roscrve position, es long «s the holdings of the
Netional Bank clone were made public. Tho press does net husitate to
point out that since the Govermment is direeting the cconomic 1life of
ity citizons down to minute deteils, the lcast it could do would be to ob-
serve a policy of frankness in reovealing its finencisl activitices which
cffoet the cconomic welfero of the cntirc people.
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Be_.gien Commercial Banking J. Herbert Furth

During the fifteen months between liberation and the end
of 1945, Belgian benks made considereble progress in their attempt
to regain their plece in a peace-time economy, but their balance
sheets for December 31, 1945, still show the overwhoalming effects
of war und occupetion. The following table conteins gummery state-
ments of the assots and liebilities of &ll commercial banks for the
end of 1939, for the time immedietely following liberation and pre-
.ceding the first phuse of the currency roform (September 19LL), and
for the end of the years 194y and 1945. £t first glance, the position
of the banks eppeers to be very favorablc, with totel assets and
liabilities at a level 3-1/h.timus as high s st the eond of 1939, and
cash items representing 13 por cent of the balunce shoet totel. Capital
and reoscrves, howover, constitute only L.5 por ccnt of total liobilities,
&5 compersd te 15.7 por cent in 1939, cnd cdvences to the privaite sector
of thc cconomy only 18 por cont of total ussets, us compered to L4l per
cont in 1939, Moreovor, almost cne-third of &1l deposits crc still
"tomporsrily unaveilable," and thoeir evontual reintegration into the
finoneisl system may well reinforcc the upward trend of wogos and
prices which the Govermmont is trying to counteract.

Asscots and Liabilities of Belgiun Commercial Banks
(Millions of frroncs)

Dec.231, Sept.30, Dec.3?l, Doc.3l,
1929 1904 19LL, 1945

éipcts

Cash znd bank bzlances 5,341 h,775 L,8h1 IG,S?A
Advances to Government 3,91% 38,96% 28,920 L2,755
Other advances 8,292 L,731 6,919 11,850
Other assots 2,483 1,560 1,652 1,996

Totel 20,029 50,029 52,332 65,175

Eigbilitias

Freo deposits 12,685 L%,631 15,774 36,6328
"Tumporerily unaveileble" deposits - - 9,756 17,812
"Pormanently blocked" deposits 18,405

Other liabilities L,201 3,116 5,193 7,787
Cepital and rescrves 2,143 2,952 2,901 2,93%8
Total 20,029 50,029 52,3%2 65,175

On the assets side, tho most important change during 1945
wes the increasce in advancos to the private scctor of the sconomy from
6.9 billion to 11.9 billion franes. Advances to the Government rosc
by less than L billion. The risc in the holdings of Treasury bills
would heave been lerger if it had not boen purtly countortcted by the
sccond phuse of the curroncy roform legislation (see below). On tha
linbilitics side, froe doposits morc thun doubled, mainly in conscquence
of new deposits rether then of the unfreoczing of "tomporarily uncveilable™
balences. "Temporarily unuvaileble" doposits increcsed by 8 billion
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to 17.8 billion, but the item "pormencntly blocked" bualances, which
cecounted for 18.Y billion in 194, diseppeerod comploetely. Both
theso changes reosulted from the legisiation of October 1945, by which
"pormencntly blocked™ accounts were converted into non-transferable
Govornment bonds whilc "temporerily unoveileble” holdings of curroncy
werc converted into "temporarily umwveileble” bunk deposits. 1In con-
scquonce, the amount of "permenontly blocked" deposits ceasod to beo o
licbility of the banks snd boccme a liability of the Governmont, and
the smount of "temporarily unoveileble” currency (hitherto held in
trust by commercicl credit institutions) become a liability of the
commorcial benks and ceasod to bo a liability of the National Bank,
Sinco the sum of "pormenently blocked" deposits was fer greator than
thet of "tumporarily unaveileblce" currency holdings, tho chenge re-
sultcd in & net decrcese in commorcicl bank lisbilities, for which
tho banks had to truansfor t5 the Govermmaent s corrcsponding amount

in Treasury bills.

Futurc activitics of the bonks will bo influenced by a
docroce of February 5, 1946, introducing rescrve rcquircments in
socordance with wuthorization grentod by the Bank Reform Docrec of
July 9, 1935. Lerge banks, which cccount for the groat bulk of all
banking esscts and lisbilitics, must cover liabilities to at loast
Iy per cont in cash and &t lccst 65 per cent in cush and Troasury bills
conbined, snd must maintain copitel cnd reserves at a level corresponding
to ot leest Lt por cont of the balanco shoet total after Decombor %1,
1947, and &t losst 5 por cent after December 31, 1949. Most banks will
he'ro little difficulty in meintaining thesc ratios, but they complain
thet the relatively small proportion left for essets other than cash
and Treesury bills (35 por cent of lisbilitics to the public plus tho

to private investmoents or evon to grunt adequetc emounts of additional
erodit to tho privete sector of tho economy in the course of the country's
roeonstructisn.  Actuclly, tho rogulation would permit banks at the
priscnt lovel of linbilitics epproximetely to double their advences to
private enterpriscs without rceeching the limits se¢t by the decrce. The
decroe is probably designed to prevent large-scale selling of Govoernment
nepor by the bunks, cnd elso to avoid privete crodit infletion. It

e»ald cusily be smended if it wore scen to huve wn unfavoreble offect
upon legitimatc business cxpension. On the other hend, it might be

used for woxtending Governmoent control of business by making Government
institutions rethor thon commercicl burks the mein source of business
crzdit. Sincoe the present Govsrrmont represcnts o coulition of socialist
end liberal (pro-business) parties, thorc is little dangor that it will
usc the decree for politicel rether thin cconomic onds.



THE GERMAN POLITICAL SITUATION AT THE BEGINEING OF 1946

Part II. The German Political Situation in the
American Zone of Occupation
A. The Political Pertioes
1. The right wing
2. The Christian Domocratic Unicn
+ The Socicl Domocratic Perty

L. The Commnist Perty

N

+ Prosnoctive view of the United
Socinlist Party

6. Romerks on the prospective developmont
of partics in the Americen zonc
B. Attitudc of the Populeation toward Certein
Political Quostions
1. Generel attitude of the population
2. Criticism of thc oecupution
3. War guilt
k. Denczification

5. Intercst in the Bast tnd scparatism

Notec

The following roport is basod on obscrvations madc on a
trip through the fmoerican zone of cccupation from February 11-25,
1946, tnd wes proparoed on Fobrucry 28. The following citics were
visited: Frenkfurt, Wiesbaden, Heidolberg, Stuttgert, Munich, and
Mar cmberg.



The German Political Situation in the
American Zone of Occupation

Paul Hermberg

A jhe Political Perties.

The dmerican zone offers a much more colorful picture as far
as politicel parties are concerned than does the Russian zone and Berlin.
With the exception of Bavaria, the ssme four political parties exist as
in the East; however, each party varies in shade and deteil, expecisally
within the verious States of the zone. This holds true especially for
Bavaria in compsrison with Wurttemberg-Beden and Grecter Hesss, the two
other steotes of the Americen zone.

1) The right wing. Within the Americun zone, or rather in
Baveria, there are three cdditional perties to the right of the Liberal
Democratic Purty which is the right wing party in thoe East. Howevoer, if
I am not mistekon, these partics exist only in Municha

r) The Bevarian lionarchist Party ("Heimat und
Konigspartei") is the oxtreme right wing. It
is the only 3Baverian party which advocatos
complete soparation of Buvaria from the¢ Reich.
The movement is considered rather unimportant
within Boveria and even the pretender to tho
throne doos not unconditionally acknowledge it.
The most important political effcct of the move-
ment is that it drows the reactionsry clements
avey from the Christian Social Union (the Bavericn
neme for the Christisn Democratic Union).

b) The Economic Roconstruction Party (Wirtschaftliche
Aufbeauvercinigung) is considered the swme as the
0ld "Wirtschaftspartei.” At the prosent time, the
movement is restricted to Munich but might
temporerily drew o lerger number of votes ce-
pending unon the position teken by the poarty
regarding the reletive troctment to be advocated
for paper or finencicl claims, on tho one hand,
end sctual proporty rotaincd throughout the wer
period on thc other. Tho main propuganda of
the movoment is to the effect thet none of the
0ld Reichstag pertios which voted in fevor of
the emergency powors for Hitler deserves the
confidenco of the voters today.

¢) The Democrctic Union (Demokratische Union) is
considorcd the successor of the feormer Deutsche
Volksportei. I have not heard onything sbout
this movement outside of Munich.
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d) The Liberal Democratic Farty (Liberal-
Demokretische Partei) is represented in
the entire American zone and plays there
the seame unimportant role that it does in
Berlin and the Bast. The sole importance
of the party is the fact that it includes
a number of old well-known democratic
leaders who, however, werc¢ formerly lone
individuals without followers. As long
#s these leaders rafuse to plece the recon-
structed party et the sole disposal of private
property interests, it has little chance of
development compared to the lerger rallying
partics.

The future role of the now unimportant splinter parties will
depend largely on the cheracter of the eloction reguluticns for the
perlismentory elcections. Proportionul frenchise might meesn that these
groups could becom: indepondent parties in parliament and could well
influcnce the balunce of power; a mejority frunchisc would give thom
only « limited influence in the selection of candidetes of the Christian
Damocratic Union, which is pleying for their votes,

2) The Christien Democratic Union (Christlich-Demokratische-
Union; C.D.U.). The C.D.U., which in the Bast comprises only the Catholic
wing of the workers' movement, is & vorsatile snd lerge party within the
Americen zone., It combines:

e) The old Center party (largely Cetholic);

b) The Protestant church, as far as it is
connected with politicul parties;

¢) Individuels tc the right of the Conter porty
who have no specific peliticul tics ot prosent;

d) Smcll groups of intelloetuals druwn partly
from the Social Democratic Party.

Tho old Center party scems to dominute the new party--
c¢specially in Baverie where it is gonerally considerad the dircet
succcssor of the Bayerischo Volkspartel (the Baverian seetion of the
Contor perty). In Hosso and Wﬁrttcmborg, where citholicism is not so
prevalent, the party is subjcct both to strong influcnce of right wing
cconomic circles, especitlly the benks in Hosse, end to the ideological
influsnse of intellectusls, most of them former left wing sdhorents.

The 1oft wing is supportud by the "youngoer' genvration of the Center party,
part of which wes in opposition sgeinst the perty lendership even before
19723, This left wing group o¢f the C.D.JU. is in fuvor of planncd econcmy
end socizl reforms; it advoecates radical mocsurcs, similer to those of

tho socizlistic peartics, for the wdjustment of the finunciel deficit and
burdens of the war. For instenco, the Jung-Zontrum (young Center members)
requests the confiscetion of cll incomc from privete property in favor
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of the Reich (sce Dr. Anton Huhor: Die Ordnung der finanzillen, wirt-
schaftlichen und sozialon Verhaeltnisse Deutschlands). It moy be cxpected
thet the differences within the party will bocome more evident in the near
futurc whon the parties cro forced to teke & reslistic rather than an
academic attitude toward such questions es monetiry reform, state and
privato debts, adjustment of claims batwcon those who lost property as

a result of militury cction and those whose property holdings remain un-
impeired, and plenned economy vorsus private onterprise. When the parties
erc forced to prescnt their attitudes on thosc and similer quostions to
the voters, the greet contrusts and controversies among the membors will
become evident.

It seems improbable that the C.D,U., which is not unified, as
was the Zontrum, by the predominant influence of the Catholic church, will
survive these storms without losing & grest numbor of its members to the
right and left wing parties. In case the C.D.U. should disclaim its right
wing, 1t might gain cortain groups from the S$.P.D. duc to the metamorphosis
in the sacielistic partics.,

%) The Sociel Democratic Purty (Sozialdermokratische Partei
Doutschlands). Tho mombership of the S.P.D. hes been permeated by new
clements to a far lessor cxtont then has the C.D.U. For exeample, one
cften hears somcone in Bavaria seying proudly: "Wo hive only old S.P.D.
party members in our local orgunization (Ortsgruppe).” The influoncc of
the older members is felt, quite naturally, in the adoption of an extremely
consorvative policy which is most clearly evident in Bavaria. Any. sug-
gostion of union with the Communist Party is strongly rojected.

The opinion of tho S.P.D. leader on the merger is described in
the following: "If the Communist Party desircs a union, its members should
com¢ individually to apply for cdmission to the S.P.D. Then we shall con-
sider each applicant suparatoly to decide whether we wish to accopt him
or not." Some leaders basc their absolute rejection of the merger on the
feet that tho Bavarien §.P.D., in muny regions, is lergoly composcd of
the lower middle cluss wio will surely refuse bluntly to necept any
merger with the Communists.

The roasons for the rojoction of the Communist Perty by the
middl s class ares essontially the same as in the Bast:

&) Atrocity storics from Berlin and the Russien
zone;

b) Stories of returning prisoners of wear concerning
their troatment and the poor standerds of living
in Russis;

¢) The conviotion thot the Communist Party would
establish a dictatorship, inspircd end sponsored
by Russia, the rosults of which would bo sinilar

to tho Nazi tcrror.



-l -

The announcoment of the leader that 100 per cent of the membors
would reject union with the Comrunist Party is probaebly correct for tho
greatier part of Bavaria. It is, however, doubtful whother this porcontage
vould hold true in tho industrial cities; certainly it is not vslid for
100 por cent of the present yoetors in the S.F.D. Evon in Bavaria onc
heare stetemonts which indicato somo suppert, in principle, for a merger
with tho Communist Porty oven though thoe spacker mey not approve wholo-
neartedly or sgrao on the timing or the form of the suggested morger s
it i¢ to bo carried out in tho Bast. It is, moreover, astounding to soce
how poorly the Bavaricn is informod of ovents in tho East and how little
thoy intorest him. Duo to thu strong representation »f the middle class
in the $.P.D. of Bavarie, the perty is heading toward difficulties simiic
to thoso of the C.D.U. in the wostern district of the Americen zone wbun
the rroblems connected with reguletion of public snd privatc debts, com-
pensetion for war demages end cwupitsal levy boceome sctusl. It will becone
inercasingly difficult to reech decisions thet will setisfy this middle
class wing of the party, wnd still to permit the orgunizetion to remein
a workers!' party.

The 8.P.D. of Bavariu has rogained approximately 80 per cent
of its formor membership os of 1932, On the basis »f rcecont oxpericnces,
the rarty cxpects the number of votors to excesd from 10 to 20 timcs the
number of members. All in all, it is believod that the S.P.D. quota of
the Eavarien vote may bo estimated et 35 to 4O per cont. The party groups
are cspecially active in tho pritestent scetisns of the country whore
the ¢ld §.FP.D. vouth organizetions of the "Red Faleon" (Roten Falkon)
cnd the "Sociulist Lebor Youth” (Sszialistische frbeiterjugend) have boen
Jnco noro recstsblished. In strict sbscrvance of the old principles, the
Baverien party is beginning its work ot precisely the samo point whore it
loft off in 1933,

The pearty leaders in Wﬂrttcmberg, Hesse, end Baden, as in
Baveria, rejoct uny cooperation with the Communists. There exist, howe
ever, o variety of groups within the party membership who protest openly
cguinst fuilure to consider the problem of unification. Thoe opposition
does not desire cn immediete merger, but requests o progream which is,
to sone extont, in egrecment with ths December decrces of the Central
Exccutive Cormittce in Borlin. The movanent for the merger is definitely
not sponsercd by declarcd or disguiscd memunlsts «lonc, but is also
backed by old, convinced Sociul Demcerats. In ﬂhrttf@berg it finds the
strongest support, appurcntly, among the trade unions. In Baden the
intcllectusls of tho middle-zge cless urge the merger, for the most part,
in order to evoid a split botween the East end West. It bodes 111 for
Germen democrecy "if the workers of tho Jast ere now ebondoned." These
seme circles advocato, regurding the questions of curroncy roform and
2ebt rogulation, ete., a more radicel solution than does the party leador-
ship. In agreonent with this group of intellectuals, morcover, there
gsems to be an edditionel, larger group of industrial workoers.

Anong the 211 party mombers therc ere mony, espoelally cmong
the "bourgceoyisio,™ who JHJoct to o nergoer with th» Cormunists undor wcny
circunstancoes, foarlnb the dostruction of o« newly revived religious life
snd the effect upon the Germen culturc.  They wro propercd, if it should
provc ncccssary, to sacrifice the East. 4 highly respectod man who wos
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& party representative in a very high office of the Weimar Republic ex-
plained to me emphatically that he, personally, would have to leave the
S.P.D., in case & merger with the Communist Party should be realized,
even though he had to admit that the merger might very well be in-
evitable from a political point of view.

L) The Cormunist Party (Die Kommunistische Partei Deutsch~-
lands; K.P.D.). The K.P.D. is limited end numerically quite poorly repre-
sented in the entire Americen zone. Its members, however, are well organized
end do> not ssem to lack sctive and cepeble lemders. The K.P.D. leadership
in the Ameoricen zone, in contrast to its perty leadership in the East and
in Berlin, seems, in general, not to lie in the hands of emigrants who
were trained in Russia, but in tho hands of people who lived in Germany
through the Hitler ora and the wer.

In estimating the importance of tho number of voters falling
to tho different parties, it should never be forgotten that very nearly
overy X.P.D. voter, or at least e¢very sccond voter, is et tho semc time
o mamver of the party, while the othor parties count upon 10 to 20 times
os maay voters as actual membors. It follows from this:

a) That the K.P.D. depends less upon chence votes;

b) That it hos its voters morc strictly under
centrol thean do the other particvs. In this
eonnection their supposedly complicatod
slection mancuvers cen bs undorstood--how,
for instence, thoy arc¢ able to meke last
minute snnouncements of the cencellation of
clection agrocments;

¢) That by judging the importance of the parties
eccording to membership, the actual political
importunce of the ¥X.P.D. would be overcstimated--
for instance, in the cese of =« party meorger.

Of the greatest importence in eny judgment of the future develop-
ment of the K.P.D. is the fuet that to &ll practicsel purposes tho entire
praoss of Hesse cnd Baden is in the hands of the perty. According to a
decresz of the military authorities, liconses for the publicction of news-
pepors ere allotted only to individuals. It has been agrosd in publishing
circlzs that, in any plens ror & joint publishing venturc, tho parties
will work on & perity besis. The coditoriel staff of the Frankfurt news-
paper at the time of my visit (Februsry 11-13) was, in fact, sot up to
include threc Communists and two Sociel Democrets. The latter intended
to rusign for they were continually overruled by the threo Communists and
wore 110 longer willing "to cimouflage a purely Cormunistic sheet with
their nemes.™  The only Heidolberg nowspeper is formally published by
represcntatives of the various parties, but is, in fact, complutcly
controlled by the representative of the K.P.D., who subtly &nd cleverly
presents his party's opinions and concentrates the pgper's propagunde
entiroly upon the theme of the perty morgor.
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5) Prospective view of the United Socialist Party (Sozialistische
Einheitspartei Deutschlands; S.E.P.D.). In view of the existing situation,
I haven't the slightest doubt that the new United Socielist Party of the
Russian zone founded in Berlin will soon be firmly established in the
entire AMmerican zone. If the party is permitted to open under its own
neme, the local groups of the K«F.D. will be dissolved and reorganized
as S.EB.P.D. The drawing power of the slogen "unity" is so great amongst
industricl workers that in the long run it will conguer all obstacles
whick heve grown out of the expericnces of the pusts Certainly the old
53.P.I workers und trede union men will not forget the former tactics of
"forring cells"” through the K.P.D.; certeinly the bed reputation of the
K.P.D. as the "Russien Porty" will scare wway not only the bourgoois
element but also certsin worker groups. Without a doubt, however, two
new factors of propagunda will be scized end utilized offoectively:

a) The new pletform set up in Borlin, "Principles
end Aims of the United Socialist Party of
Germany," contains nothing that could not
have becn included in e progrem of the right
wing of the S.P.D. of 193%. As & week remindor
of the K.P.D., thore is oniy thc one threat:

"The United Socialist Purty of

Gormany will gresp wt revolutionary
mothods if tho cepitalistic class
abendons the groundwork of democracy."

b) The party stututes of the S.E.P.D. give overy
cssurance that in the future it will be pos-
sible for the memborship to control the
menagomont of the Porty in o democratic
menner. The highest suthority of the Perty
is the purty moocting, It is completely
antonomous. Therc¢ is no possible so-calloed
"{internetional® finel authority over it.

Shrewd old party locders of the pro-Hitlor period will cortoainly
erguc thet thero will slwnys be woys and mouns for the menagemont to
withdraw from democratic control. They will refoer to thoe rosolution re-
gerding unificetion ineluded in tho "Organizetion Decreo,” which stotbes
thet the now loadership of the S.E.P.D. should be formed cn o basis of
cquality, « dovelopment which would give the Communists in the West undue
weight in the now purty. But this "Orgenization Docrso" (Orgenisctions-
bcucklussa) does not neccssarily ncsd to be applicd in tho West. Of
decisive significance for developmont of the new party in the American
zonc is the impraossion that mey be dissemineated regording tho position
of the new purty in Berlin and in the Fast ond concerning the dogree of
its direct dopondonce on the Russion Militory cuthorities. Further
development of the unificetion movement could be stopped in the West
only if, counter to all oxpoctations, the croestion of' the now united
party could be prevented in Berline In this case, the old S.P.D. could
edapt itsolf to the new post-wer situation step by stap.
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6) Remcrks on the prospoctive development of perties in the
fnorican zone. The partios os reprosontod in the American zono today
doubtloss depict only temporury wligmments of politicel groups, which,
et first, ere epplying themselves to the rebuilding of the perty skeletons
cs well as possible. Each of the "parties" formed in this manner encom-
pesSscs s0 many opposing materiel and ideological interests that a complete
regrcuping will probebly set in as soon us these intcerests nctuclly become
. offective. It should not boe forgotten that German voters orc much more
definitely accustomed to soeing their spocial interosts reprcsonted by
thoir party then the votors of nations with o more cquslized sociel set-
up and traditional two-party systom. Very roughly tho major material
end ideological "interests" which may bo oxpected to unite certein groups
mey ko classified as follows:

A) Material interosts:

1. Retention of ownership of goods end of income
from proporty.

2. Compensction for property destr-yed during

tho war. '

3. Muzintonance of carncd income (particularly
the cernod income of industrial workers).

B) Idoologicel intorosts:

1. Conservetism--mixecd with the fear of a
leveling of social condition cnd of
destruction of traudition end culturc.

2. Prosorvaticzn of roligious forms end valucs.

3. Radicalism~~a desire for a now sociel
srgenization.

Neturelly theso groups overlep in mony weys and find their represcntation
ir the partics in varied combinations.

The picturc of the partics might be changed in somewhat the
following manner:

Present Future

1) Parties of the right

(not yet formad) ) 2) Conservative party
Right wing _j
f

2) C.D.U. 4 Center
2 b) Catholic party

. Left Ming

?

? c) Sociel Refornm porty

\A

fOId party

{Unification wing ld) Sccielist party

f

L) ¥.P.D. 7))
fe) Radical Oppnsition party

3) S.P.D.
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If the center perty is willing to give up represontation of

proporty intervsts, thoreby curtailing its right wing, it will possibly
bo swrong and flexible enough to tako in social reforners.

B. Attitudo of tho Population townrd Certain Political Questions.

1) Genoral ettitude of tho population. As a result of a better
food situation and greeter general safety, the excessively nervous irri-
tation which is so noticeable in Berlin is obviously much less in the
fmerican zone., Nor is the resistance against politicel pressure so weak
nor the fear of arousing o clash against the occupation asuthorities so
pronounced., On the other hand, there is absent the lack of concern &nd
the clusticity so often found in peoplo in Berlin who have lost every-
thing and who go ebout their work with the single idea of starting a new
lifo and a new future. In the American zone, one gets the impression
thet the groater part of the Germans have not yot grasped thc extent of
the rruination of German property. For instance, the great interest shown
in the question as to when proparty claims existing only on paper will be
honorred and settled is noteworthy; in Berlin, these claims have beon
generally considered crossed off. The complicsted questions of money,
public and private debts, cepital lcvies end so forth are continually
treated with the idea of meintaining old claims., One gets the impression
thet the greatest part of the eloctorate will come to its politiesl
dacisions in accordence with tho stand of the parties on these questions.
At present the interost of ths pcoplo in the formation of political parties
is still substantially less than in Borlin, and the aversion to beeoning
affiliated with & party is elso moro pronounced. In general, tho seme
reasons ageinst joining & party aro givon es in Berlin. The C.D.U. is
too soncerned with property intcerest for some, is tos Catholic for others,
snd soys too strongly with Socialist ideas for w third group. For the
younger goneration, which had just begun to be active in political life
prior to 193%3, the S.P.D. appears to bo mired in retrospecticn. - The
leadars arce too old and interest thumselves too emphatically in the
formal reconstruction of party machinsry. In addition, many ere egainst
the nurely negative stend om the question of unificetion of tho parties,
as has already becn mentioned.

Entry into the K.P.D. is hardly considered by those who are
not organized on a party basis, beccuse it is too strongly merked es the
"Russien Farty." Its only attrection lies in the promiscd unity of the
working cless. Yet for most it soams senseless to join the K.P.D. which
is dissolving itself on eccount of the projected morgor. Thoy are there-
fore awaiting furthur developments.

In general, one gots the improession that the politicel parties
existing at present are rogarded by the majority of voters as of only
provisional construction.

2) Criticism of the occupation. A great deal of criticism of
the occupation is heard in the Amorican zone. For tho most part, this
arisas from disgruntlement over unprgventable inconveniences or is diroctod
against unimportant issues, but in many cases thoe criticism is not wholly
baseless.
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The total uncertainty of the economic future which hampers
every decision toward & serious start on reconstruction is viewed
sericusly. Usually the impossible money situation and the imminent
settl ement of reparations questions are given as reasons for the un-
certeinty, but uncerteinty also results from the unnaecessary formality
and inequality evidenced in the managament of the cdministretion. One
fecls strongly the impasse which results from Americen amphasis on weiting
for the initictive of the Germans while even the smalloest step by the
latter presumes a groat deel of approval from the occupation authorities
who reserve fincl decision in all questions.

There is widespread concorn, especially emong outspoken anti-
Nezis and convinced democrats, erising from the fact that the Americans,
whom they had received oponly as liborators, heve come upon the scone
as conquerors and punishing avengors, who demnoed the entire people without
diserimination. Ofton this charge takos on distorted and exaggerated forms,
but it has wide sway, especially in the circles that are roedy to help
the occupation authorities wholcoheertedly. The opinion of & mambor of
the Confessional church (Bekenntniskircho), which was "deeply convinced
of its own complicity in the torrible ovents of the past 12 years," reads
as followss

"A singular opportunity to tesch thc true demo-
cratic spirit and a goodly portion of the respect which
were attributed to the groat democracies was irrovocebly
lost. DNo one wanted to believe in our good will. Where
we expected democrats, we found militarists and bureau-
crats, who froquently gave thu impression that thoy
purposely wore boesetting rceconstruction with difficulties."

In spite of all criticism of the occupation, I have not found
anyons in the Amorican zone, with tho exception of somes Communists, who,
aftor critical enalysis, did not expross feer that the fmoricans might
leave "too soon.™

3) War guilt. All Germons to whom I talked showed very little
understanding of American questions as to whether they fecl guilty for

the Nnzi etrocitios snd the war. I did not moet enybody who admitted it
unconditionally. It is true thet there sre some honest confessions of

guilt., In some cases, however, where such confessions of guilt were made
publicly, one can't help feeling thet they were dicteted by opportunism.

I was assured agein and again, by people who were former immates of con-
centrution camps, that they had no knowledge of the oxtont of the atrocities
and tho systematic mess murders. On tho other hand, everybody admits knowing
that -<errible things happenod in thoe concentration camps, which explains
everybody's feer of the cumps. Everyons also sdmits thet o groat wrong

wes publicly done to the Jowish people snd that fow Germens actively

opposad the system when they becomc eware of tho feacts during the early

yeers of the Nazi regime.
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Most of the peoplo to whom I spoke offer the excuse that it
would have been impossible for them to show open opposition. Only very
few, most of them deeply religious, admitted their feeling of co-guilt;
rnost of these were in opposition to the Nazis during the entire period,
as was the previously mentioned mamber of ths Confessional church. But
even thess people naver admitted tho sole guilt of the Germans. The
sentiments of primitive people are wcll uxpressed in the words of an old
poasant woman vxilod from her home by the Poles: "Divino judgment has
overtaken us because we werc bad. This is the punishment for the
etrocitios against the Jews, the war, and overything that happened in
tho concentration camps.” But she added, "But other people heve also
beon bad and God's judgment will visit them." Even intcllectuals who
odmit tho guilt of the German poeople usuclly add, "Don't the poople of
other nations, and especially their loaders, feel guilty too? Did thcey
try in time to do ell in thoir power to provont the rise of thosc criminals?”

It is my impression thet penitenticl sermons to Germens produce
tho opposito of the desired effect. They stifle the rising feoling of
guilt end drive lurge circles of the population to & clear-cut denisl
not oaly of collective guilt but also of collecctive responsibility. This,
for lastance, was tho reaction to Niemooller's speech in Erlangen. (The
political importenco of this incident hus beon very much sxeggcerated., I
woas assurcd by & Sceisl-Democratic university professor in Frlangen that
the opposition shown by tho students woent scarcely beyond the usuel
demonstretions of opposition in Germen colleges whon the students do not
agroo with the opinion cxpressed by tho lscturoer.)

_ L) Denazification., I did not spoek to any Germen who approved
of ths denazification progrem in its prosent form. Froquent changes in
instructions were blemod for having crestod a feeling of judicial in-
stability. Evorybody, from Cormunist to conservetivo, agreod that strict
edheronco to formel instructions froquontly punished the imnocent or the
luss guilty person while roel culprits wsre eble to slip through. It
elso sekes too long before o finnl decision is mude in coses of temporary
custody.

Most Germans consider our concoption of the numbor of rasponsible

Nezis teo lurge. Politicians of all perties wero worried obout thc fact
thet the present methods of donwzification might drive o groct number of
persons who had been willing te cooperato into opposition nguainst stete
and demoeracy. In a fow words, tho majority opinion of the poople with
whom O talked is, "No reconstructicn is possible if you dogradec a groat
numbor of people to second class citizenship. Excocute or confine actual
criminels, punish profitcers and opportunists by confiscation of proporty
and loss of office, and then dcelerc on smnesty.”

5) Intercst in the East end scparatism. The division of Germeny
into various soncs of occupetion is considored g source of great confusion,
Thore aro numerous complaints ebout difficulties in traffic over the zone
borders. Connections te tho Bust erc very poor. As a rosult, the public
knows 1ittle ebsut the ovents in tho Russien zone and in Berlin. What
news the papers cerry is late ond froquently distorted. Thore arc a great
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numbor of rumors sbout the completo bolshovisation of tho Bast. Small,
moinly Catholic, circleos wro roady to consider the East lost. Thoy arc
afreid of & bolshevist inflectisn end believe that the Wost and South

cen cnly bo saved by a clear-cut secperation of the East from thﬁ Reich.
This view is oxpressed by small circles in Baden, Hosse, and Wurttemberg;
however, it meets strong resistanco from the majority, which considors it
irroesponsible to leave the Bast to its fate.

The attitude is different in Bavaria, where the East is con-
sidercd as something foreign., The people have humane sympathy for its
plight but no cetual understanding, and they do not feel that they hove
political rusponsibility for this territory. Generally speeking, Baveria
is occupied with its owm problems, first smong them the sheltering of
nmillions ¢f Gormans expelled from Czechoslovekin and South-Best Burope
who arc expected in Bavaria by spring. Whet is usuelly considored
Bavarien separatism is tho inclinetion to 1limit political intersst to
inner Bavarien problums ooupled with & strong distrust of anything
forcign, shortly labelled "Prussicn." Real seperatism, thet is, the
will to seporete Baveria from the Reich and to form on intogreael Bevarisn
Stato, cxists only in vory smull cireles in Bavaria end is prectically
non-cxistent in the rest of the American zone of occupation. The iden
of o United South-West German Stete, chiefly buscd sn the Catholic parts
of Germeny, heas very fow adheronts.





