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GERMAN ECOMOMIC PENETRATION ABROAD

I. Introduction
The present paper secks to outline briefly the objectives,

mothods, and scope of German econamic penetration into foreien countries,
. Th; objoctiv.o of this penetration, under the !h-zil, wae very distinotly

preinnﬂon for war, to be achieved mainly by (a) expanding the sources

of n\;plil; of foodstuffs and raw nmateriala, secure from Allied bl&ehde:

(b) and by weakening the economic resources of the Welitern nations by .-

hn;ering their industrial progress and expansion and their trade with

other owntnu.

The lothodl applied by the Germans before the war were lublunfilllj
the following:

1, Control of foreign trade and exchange
2. Granting of export credits to buyers of German coods
3. Investment of Cerman capital in foreign enterprises
4, International cartel agreements
§. International patent and licensing agreemente
6, German business organizations abroad

- 7. Voluntary and paid Cerman sgeuts

During the war Cerman controls were expandéd and made more or

less all-sucompassing in the oocupied and satellite countries, The
methods additionally spplied werat

1. Direct control of economic matters by German agencies

2, Comntrol via pative administretions supervised by Gormn officials

3 Coatrol through collaborationist groups
4, -Penetration of German business organitations and firms
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Various US agenciee have .studi ed and desoribed in numerous
vapers the teahnique md‘tho extent of aont.rol}nnd influence over foreisgu
aconomics which German businese and the Nari state exerocjsed l_')el‘ore
and during the war. The chief toplcs ares
Serman Economic controls in ococupied Europe 0SS, FBA-

Gerwen financial and business interests in
Allied and neutral countries Treasury, State

International cartels, p.t'cntl, licenne agreemente Justice

Foretgn Trade and exchange Commerce

German hanking penetration Federal Reserve, Bpard
Germsn Insurance penetration : FRB, 0SS

It appear3 that no US agenoy has undertaken to study aystematically the

use of international holding companies by German busineas as & cloak for

the economic penetration of foreign countries, S

17. Historical Background

German sconomic penetration of foreign countries has a long
tradition; it has, moreover, frequently foreshadowed Gernan political
expansic~ into the countries afr'ected. While this strategy is b’ no
means specificelly Cerman, it i.c important to note that German expansion

the
abroad, in spite of/failing political strength of the German state, has

in many periods teken the form of economic penetration, t.heA pg‘rlitiionnl
fruits of which were subsoquently reaped by a rebuilt German Ro;oh.

'i‘ho modern periocd of Geruan economic pmotuf.*on abrogd began with
the atrengthening of the economic potential of Cermany around the ni.d.dlo‘

of the nineteenth century, Trading organitations established in overseas
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territories by German businessmen (for example, Woermann, Luederite,
Peters, etc.) in many cases paved the way for oolonies,

Gorman banks, as a rule, led in the expansion of German business
abroad. The benke established branches and affiliates -'n over the world
to copnduct banking business, to finance exporta and imports, and even to
engage in coloniutim. Gon-n banks operated espscislly in South Amerioa

- and the Fsr East, in London and New York, and oon‘troll'oq_bmkj'"in Austrias
and Italy. Thraugh their intluenco, German industry exnanded into
peighborirg countries -- northeastern France, Bohemia, Austria, etc,

The politioal expansion of Germany toward Southeast Europe and Asis Minor,. |

Y

the sc-called Drang nach dem Osten, was accompanied and supported by exe

ports of German {ndustrial products end capital. German banks also
participated in the opening of oil fields in Rumanis, and had a leading

part in the construction of railroads in Turkey, thereby giving pn‘otical

i
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support to the political idea of a Berlin-Baghdad exis,

Far e

711, The ¥alue of German Foreign Inve.-tmentc

By‘ 1914, the total value of German capitl} invested abroad was
estimated at seven to tem billion dollars. This figure includes govern-
rient investmontl in the colonkes as well as t‘orei gn bonds and dosponit-
held by German nationals. The larger part of these sssets was lost as
a result of the First World War} some were voluntlrny liquidntod‘ during
the war, others were_seizéd by Allied _authorities during. and after
hoauuuo-. The total wvalue of prlvate property lu;.ject to nizur;s by
the Allies was estimated by the Gomuu at 2.5 billion dollu'a. An

Allied Coeveission, however, estimated that ome billiom dollers worth

_of German foreign investments. in private hands survived,
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IV. The Treaty of Verssilles and German Foreign Assets

In view of the analogy with the present situation, it is of
" interest to refer to tha stipulations of the Treaty of Versailles con-
corning German assots abroad, Article 297 of the Tresty gave the Allied
and Associated Powers the right to retain and liquidate all property,
rights, and interests of German nationals and oompuﬁan which were located
within their rolpc.etiw territories, The liquidation was to be carried
out in accordsnce with the laws of the states concerned. fGerman owners
were to be' campensated by their own nation, German-owned private property
in the former Germen colonies was also to be liguidated.
.A.rticle 260 of the Treaty authorized the Reparations Comrission
to d@d that the German Government become possenn;d of all German
" rights and interests in public utiljty enternrises or concessious in
Russis, China, Austria, Hungary, Bulgaria, Turkey, and those ter'ritories
which were formerly German, These rights and-interests were then to be
transferred by the German Government to the Peparatioms Commission.
Even neutrel countries interfared in some r;—npectl with German
forei n investments aftet the end nf the Firet World War; Sweden, for

o;mple, forced the Krupp combine to sever fits ties with the Bofors firm,

V. The Treatmeut of German Foreign Aseets after the Treaty of Versailles

A few years after the signing of the Treaty of Versailles most of
the Allied states voluntarily gave up their right to liquidate the remain-
ing German property and passed laws freeing such property from sequestration,

Several gllied states concluded special agreements with fermany by which
. .
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the complicated questious of olaims and counterclalms were settled and -

Zerman property remaining unliquidated was released from seizure,

VI, The United States spd German Tuvestments

Under the Trading with the Enemy Aot of 1917, German property m
the United States was subjeot to soigure by the Allen Property C\utodim,
who was later slso suthorized to dispose of -uch property, In the nycru.to
treaty of peace signed between the United Statew &nHomny 1n 1921, the
United States was given the seme riphts regarding German foreign investw -
rents as was étven the other Alljed natioms in the Treaty of Versailles.

A special Agreement signed by the two eations on 10 August 192é established
s Mixed Claims Commission for the adjustment of mutual olll'll. thlly,
the American Settlement of War Claims Act of 1928 provided that all
property held by the Alien Property Custodian was to be. rotumo_d.to the

Cerman cﬂmerl..

VII. The Renewal of German Eoconomic Expansion After 1919

The invesatments which German business retained sbroad after 1919
formed the nucleus o!‘ a remewed economio ;xpcnuon. As soon as the
political situation made it possible, German pationals engaged in intere
pationsl business, A number of factors ocontributed to this development,

A. The role of the Cerman inflation

During its first pericd, the inflation proved a help rather than @

"o hindrance to German trade, aiming at oapturi.ng'.ttl pre~war positions,
With the aid of foreign commercial credits, German itoloulora'aogod [ V]
importers of rmw ntorinll for the anhutrhl in the lnnor eo\ntdu

of cmtul Burope. Looordin; to the estimates of Allied benking axperts,
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Cerman private investaments abroad had increased during the period of
inflation by a half to one billion dollars by 1923,

Be The stabilization of the mark

The real impetus to foreign trade came after the stabilization of
the mark, when foreign credits -- & high percentage of which were American --
made it possible for Germany to invest abroad an estimated 2,5 billion

dollars within seven yeari (1924-1932). This activity was in additionm

R S T T

to Germany's payment of reparations and the rebuilding of her industrial

nchino’ry..

C. The form of foreign investments

) A great part of the German investments abroad took the form of
direct participation in foreigh enterprises, a practice which gave G:ﬁmn
bu-i.nené strong positians in the economy of foreign countries, Foreign
investments in Germany, on the other hand, were overwhelmingly in the form

of oredits and deposits,

VIII, The Effect of the Economic Crisis upon Foreign Investment Activities

The international currency and credit crisis of 3931 deprived
Germany of the supply of foreign funds available for additional foreign
investnants, From that time ony German econamic expansion assumed forms
&dully different from the cepitsl export of the preceding periods,

The Germans, however, proved masters at ianventing and perfecting new forms
of economic penetratiom, When the Second World War broke out, it appearsd

that their sconomic preparetions had been extremely well advanced,
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IX, Economic Penetration wnder Nazi Germany

A. The new program ot [ io penetration

puring the period botvoon the two wars, but specifically under
the Nati regime, German coonolde penetration o!‘ foreign cowtries was

characterized by its -pednl teohnique cnd by its strong emphasis on

it i e Lo b

the ultimate objective of preparing for war, Investment of German capiul

played & relatively small role and was employed ceouan.‘lcclly uld strategioally

PR ON, 1 ZE AT

to acquire interests in the raw material production of neighboring

countries, i.n the trade and in important produef-im branches in lgtin
America, and in selected industries of the great Western powers, - Capital
was also enployed to finance exports to tho‘Sov&ot Unione

A pew element was introduced through Germany's use of her strategic
position l; e large market for foreign agrioultursl produo“~nn¢-tndu-trh1
raw materials to assume a dominating position ib the foreign .tnde and,
thus, in the economic life of smaller countries. Furthermore, Germany
ussd the toohmc-.l auperiority of some of her industries, ogpoehily
chemicals and allied produotion. to assume controlling positiocns in
various industries of i.lportmco to the war effort of her potential enemies
in the West.

Although economic self-sufficiency of Germany -l‘ a basic aim of
Nazi eccnomic.policies, it was recognized that the country, would have 2
continue to 1!20!" certain essential gooda even in the event of war,
It was important, thontorc, th;t Gor-my nhou?d not have to rely upon
sources that might be ocut ofr. Essential imports, eonuqmtly, were

: )




became & vital {instrument in the Goverrment's rearmament volicy, Import
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”lough‘t from such areas as Central and Southeastern Burope, and German

economic and political penetration in that direction wes intensively
resumed,

B. The "New Plan® in Foreign Trade policy

In 1934 the German Government adopted the "New Plan,™ which ine

volved a reoriehtation of the country's foreign trade and financial

i daried

policies, The efforts of the pre~Nari governments to expand the export
volume and thus increase the level of domestioc employment and make p'qf{-

ment of foreign debts possible were abandoned. Foreign trade controls

BRT RIS TPPTONT O

controls were used in the following wayss
1. To secure supplies of foreign raw materisls essential for~’
raarmement,

2, To strengthen Germany's bargaining position in regard to trade
with smaller nations in order that they would accept German
" “éXports in payment for their deliveries to Germany,
To secure for Germany s dominating position in those countries
which wers to continue as suppliers of raw materials in the
event of war,

X. The Implementation of the New Program of Economic Expansiou

Pron 1934 on, Reioh economic policy was fully integrated with the
fo_roign expansion of German business and directed the expansion toward the
objective of praparing for war. This intoéntlm of government and private
peliries in regard to the peretration of Cerman business into foreign
countries !;ect-ol evident from a survey of German -ctivi.tiu in the field

of foreign busineass,
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A fustria
German interests in the eoonaomy of Austria had always been sube
stantial; they had involved particularly banking, insurance, steel and

machinery production, eleotro-engineering and chemiocal industries,

Germany desired to set up a customs union (Zollunlon) with Austria even

before Fitler's advent to power, Such a scheme had been worked out in 1931,
but had been ahandoned because of the objections of- the Western powers, b
Hitler's plans for Auli;rin went much farther and he employed various
methods of oc;mj-i'o pressures, for eia-plo , the ban on tourist travel to
Austria, to undermine the Austrian Government, After the Anschluss ;n‘
1938, German business took over virtually all important Austrian banking,

insurance, and industrial enterprises, -

B, Southesstern Rurope

In Eungary, Rumania, Yugoslavia, Bulgaria, and Greeoce, Geiman

economic penetration before the outbreak of the —Awer in 1939 was most
successful, Even before the German armies assumed control tixer;, the
Balkans had become reliehle suppliers of l‘oodltuffr- and induul:ri.al raw
materials for the German war ,machine, German businews firms had acquired
numerous inta;-oltu in the region even before the Nazis came to power; they
held participations in the Rumanian oil industry, thc. Yugoslay and
Hungarian mining and metallurgicel industries, ead many other Bidlkan
industries and ﬁ_tilitlol. ‘mo to the competition of ﬁmeian‘y strong”

* Frenclr and British groups;--however, aorm.intorut, did not «t this time become
d'on.in.lnt. It was only after 1934, when the Nezis put their "New: Plan" -

into effect, that German expansion reached 1ts rull stride, The, economio
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ties batween the Balkan countries and Germany were usod to the great
advantage of Zerman political ends, as Germany now procweded to omploy
a whole arsenal of devices aimed at subjecting thess nations to its
econonmic control as a step toward political domination,

.1. The economic basis

The economic basis of the German trade offensive into the Balkang
rests upon the fact that the Balkan ccuntrigs are predominantly nroducere
and exporters of foodstuffs and a few industrial raw matorials, t8pecially
metal ores and petroleunm, They imported manufactured goeds, Thuir .
nearost makket and natursl complementary partrer in foreign trude xag
Germany, The Na:i sovernnent used the brecarious situation in which the
Salkan count:ias foung themyelves in the early thirties to secure their
consent to an incr-use of ‘ierian purchuses which were to be paid for by
German exports witr the help of clearing acecounts, The Germans wore very
liberal in regard to prices and usually paid more i{n German currency than
¢orresponded to the world market orices of the specific product at official
Cerman exchange rates, Ir nary cases, this urige policy enabled the
Balkan countries to stedilize domestic prices of agricultural products
at a level ramunerative to the producers, At the same-time, it maje it
difficult for them to export their £0048 to nthar countmies. Carnan
purchasa, however, axceeded Serman sales and the claaring accounta ware
Rover balanced, As a result the Balkan countries found it udvisable jp
the intersst of their export trade to Gerwany to apply their own irade

and exchange contrnls in such & way as to stirulate {mportetions frem
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Germany, and to purchase government sunplies, armaments, arc other goods

from Germany even if prices were lower elsewhere,

2., German business dominates the Salkans

As part of the "New Plan® Germany concluded long-term contracts
with Baulkan sxporters for the suvply of certain raw materials to Germany
at specified prices. Balkan agriculture was, for example, induced to
incroase the sultivation of ollseeds, soybeans, and other products
which Germany needed to become indepandent from overfeas sources of raw
materials., In this way, various changes in the econonies of the severd °
Balkan cowntries were brought about; their ties with Garnany were
strengthened. German businass secured a dominating position in the
Balkans, and German diplomats and agents were able to exeroise greet
political influerca with the help of native groups which depended on
and profited from the trude with Germany. The Balkan countries as a
whole, however, did not profit from the inoreased trade with Gormeny
because the high export pricas were offset by the high cost of imports

fron Germany.

3, The situation during the war

During the war the Balkan countries were fully integrated into
the German economic sphere and played ar important role im supplying
the German war economy with foodstuffs and raw materials. They were
forged to deliver most of their exports on oredit in the form of
acc'mulated olearing claims against the Geman clm\rhzs Bank in Berlin,

Economie controls were exercised in most countries directly by German

officials, and German firms took over for administration, or by purchase

RESTRICTED.
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cobtracts of dublous legality,enterprises omned by Freach, Pritish,

- and ‘other Allied interests,.as well as those owned bty Jews and other
persons considered politically unreliable citizens of the ocoupled or
satellite countries, .

Turkey was the only oo;mtry in Southeastem Europs which was
.'luoe'ci-ml in oxtriont.ing iteelf from German penetrlt'ia-n. Thie achieve-
ment was due, ﬁ.ut,' .to the nnflonuli-tio»ooono;uo polioy of Turkey
which prevented oxpﬁuim of German business interests beyond a certain
inﬂugnco in Bmk.ing-c'nd ﬁrndo. .and, second, to the econonic warfare
conducted £:n Turkey by the Allies which eventually deprived Germany of
the ludi.ng position it had h§]d before the outbreak of the war in
Turkish foreign trade.. ‘

c. pastern Burope

In Czechoslovnkia and Poland, German ecomomic penetration before
the war was nuch'nmllor than ip the Balkens, slthough German firms held
various interests in Czech and Polish industries snd Germany over the

_ whole period was the most important buyer of Cnch‘u}i Polish export
goods, The existence of strong groups of "racial® Germans (Volksdeutsche)
in these oomtri;l wes also an element of Corman sconomic influence.
After ocoupying these two countries, Germany assumed full econtrol of
all economic matters and German business firms acquired direct interests
in many Czech and most Polish enterprises.

Integrution of occupied Soviet territories into the Go;-nnn sconomio
controls was of course coaplets. German business participated in the
-7xpioituticn. although they did not aoéui re ownership of plants for the

time Deing.
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D. Western and Northern Europe

1. Norway end the Netherlands

In Norway and the Netherlands, German business had soquired
various participatinus during the intonur period, especislly in the
Norwegian mining and nitrogen 1ndu|trtu/1n various Dutch industries and

bankinrg, GCGerman banks had set up affiliates in Amsterdam shortly after

1918 to regain & foothold m the intermational endi.t business. These

-affiliates proved very helpml in securing roroip oredits for Germsn
banks and industries during the inflation period as well as during the
period of \mroltrictod international lending. German-Norwegian and
ferman-Dutch business ties were considersbly strengthoned after the
ocoupation of the respeotive countries,

2. France and Belgiwm

In Prance and Belglum, German eccnomio penetration before the
war had not reached any sizable strength. After -the German invesion
the productive capacities of both countries were _tvlly oxplott,d by tho
Germans largely with the help of German business rirms, but these T
wers, as & rule, pot permitted by the Geman Government to loquin. stock
interests in the fims with whioh they collsborated. In some instances,
the reason for this refusal was the German desire to avoid resistance
by wrl':oi-- employed in the plants which the German ﬁr;\l wanted to‘uoquiro.

18 Sgdn and Italy .
‘
Gorman business p.rtici.putim in Spain u-o _considerable, thus

reflecting the commmity of intoruf-l between the l’ﬂlco and "Bitler
regimes, Most important among the business intoruh are prohably those

in Spanish mining. A similar situation oximd in’ Ihly where German
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= AN capital was interested in various industrial branches, German Goverrment

controls over North Italian industry were practically unlimited after
) Bndb;lio'i defection, but there is no evidence of increased barticipuuon
4 ' of German firms during the final period of the war.

4 4. Sweden and Bwitzerland

The Germans did not sucosed in penetrating to any considerable

' do;ree. jnto Swedish n;ininz, although they om various jnterests in this

T

“country. In Switur-lmd, howevar, numerous German firms are operating
through affiliates ard have baen using this country as s cover for N
penetration .1nto the Ameriocas. Several important Swiss and Lichtenstein
" holding companies areé control led by Geruan owners.

E. Latin America

The lsading German {ndustrial firms engeged in production for

export built up extensive snles organizations ir the Latin American

‘:&. ’ countries during the jnterwwr period. This organization was nsed for

both propaganda and espionage purposes. The Nazi "New Plan” Lntro&un:d

bilateral agreemerts into German-Latin Ameriean trade; the foreign
4 axporter received sredit for his goods in apecial marke (called ASKI

. marks) which could pe used only to pay for.Germen goads imported into ‘

rogfad. T

his own country. BY chany ing the regulatione applicable e=d restricting

) ) _or'_oxtending the scope of pnods released for export to the specific
country against ASrI marks, the Germans were able to chsnge arbitrarily

) the vuluo.of the ASKI merk and thus to compete with gritish and American . K

exporters in specific branches and markets without general ‘depreciation

of the mark. Gerssny was abla to expand her exports to and imports from

u&i‘-mﬂ.o. but never reached a daminating position, Affiliates of

e - .
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German business firms, natlve business agents, and South American

A

residents of German descent or nationality played an important part in
German economic penetration of these countriea.

P. Great Britain and the United States

In Great Britein and the United States, most of German business

partiocipations existing befors 1914 had boen liquidated but verious

AR S I XL SR
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important German firms reestablished themselves in both countries without,

ATTL R S T

of oourse, regaining their previous strong positions—in the p-rﬂ.zicul'ur

industries. However, German firms used their oontrol of patents and of

e

induetrial techniques to regain a high degree of indireot oontrol thrbl_lgh

cartel and licmnin"\ngroomntl. Cooperation betwnen wvarious British’ = °

'

‘and German industrial‘firms was very close, with other European fims
often joining in world-wide carte] agreemsnts., American industriel firms

were not able to participate in oartels covering sales in the—Uuttwd - -
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States, but they often signed qérnonontl with German firmas which limited

their exports while the foreim partners promised to refrain from entering

¢
b
3

the American market. Inveatigations conducted during the war by various
US . Senate committees and the Department of Justioce have shown that
German firms, especislly the IG Farben, ussd such contracts as well os
their direct control of Ameriocan firms to reduce production of strategioc
naterials in the Maited States and Britain, to provent expansion of
production faoilities there, and to restrioct research and prevent

perfection of industrial processes.  Very oftem, patents were applied for

in the particular cowntry, In this way technical inferfbrity of the

other nation was assured in regard to the productiim' covered by"m

patant rights.
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