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Dismemberment of Germany 

recovery in Europe, and parti
cularly in the states adjoining Ger
many, w i l l be slow indeed it Ger
many w i th her great resources of 
iron and coal is turned into a poor-
house." This meant that the levels 
of industry fixed under the Pots
dam policy had to be drastically 
revised. As an instance, we need 
only mention the case of steel; the 
four power allied control authority 
in 1946 fixed steel production for 
the whole of Germany at 7.5 mi l 
lion tons. Under the revised level 
of industry, steel production in the 
Western zone was increased in 
1947 to 10.7 million and was fur
ther raised to 11.1 mill ion tons in 
1949. 

The policy of restoring the Ger
man economy to equilibrium, hew-
ever, ran counter to the objectives 
of Russian economic policy in Ger
many and therefore generated the 
sharpest conflicts. The corner stone 
of Russian economic policy is 
represented by her reparations 
policy. Potsdam gave a carte 
blanche to USSR as far as the 
Eastern zone was concerned. 
" Reparation claims of the USSR 
shall be met by removals from the 
zone of Germany occupied by the 
USSR and from appropriate Ger
man external assets." (page 50). 
Further she was entitled f rom the 
Western zone to " 15 per cent, of 
such usable and complete industrial 
capital equipment . . . i n exchange 
for an equivalent value of food, 
coal, potash, zinc, timber and 
such other commodities as may be 
agreed upon," and to 10 per cent, 
of such industrial capital equipment 
as is unnecessary for the German 
peace economy . . . to be trans
ferred to the Soviet Government 
on reparations account without 
payment or exchange of any kind 
in re turn ." Whereas the US wi th 
a superior industry at home could 
talk of easing the reparations 
burden, industrially backward Rus
sia w i th her covetous eyes on the 
highly developed industry in Ger
many could not countenance any 
departure from a strict interpreta
tion of the rigorous clauses of 
Potsdam. 

A further conflict was soon to 
manifest itself. This arose over 
the question whether reparations 
were to be levied from current 
production. While any policy of 
reparation is indefensible, the 
attempt to appropriate reparations 
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I T is over five years that Ger
many has remained under the 

mil i tary occupation of the allied 
powers. Yet, the o erall position 
of this unfortunate country remains 
more or les:, where it was on that 
fateful day of occupation. Behind 
the failure of the allied powers to 
conclude the long overdue peace 
treaty wi th Germany is a sordid 
story which not even the official 
language of diplomacy can conceal. 
Although the compilation in a 
single volume of all relevant docu
ments on Germany makes dul l and 
tedious reading—which, of course, 
is inevitable—nevertheless, these 
collected papers bring out in bold 
relief the basic issues that have 
divided the victors and made an 
agreed solution impossible. 

The highest measure of agreement 
ever reached between the US and 
the USSR, the principal victors of 
World War I I , was expressed in 
the declarations of Yalta and Pots-
dam, W h l e the Yalta agreement 
indicated the broad lines of post
war Allied policy, the Potsdam 
declaration which followed the 
actual occupation gave the first 
comprehensive plan of the Allied 
Powers vis-a-vis Germany. In the 
political field, the Potsdam declara
tion provided for the dismember
ment of the country into four zones 
which were to be occupied by the 
US, USSR, Bri ta in and France. 
And the supreme authority was ,o 
be exercised by the Commanders in 
Chief of the armed forces " each 
in his own zone of occupation, and 
also jointly in matters affecting 
Germany as a whole in their capa
city as members of the Control 
Counci l ." The Control Council 
which was to co-ordinate Allied 
policy and maintain the essential 
unity of the country, however, 
could not function in practice and 
the joint authority to be exercised 
by the Allied Commanders in Chief 
turned out to be a legal fiction. 

In the economic field, unspeci
fied and, therefore, heavy repara
tions were imposed on Germany 
and the protocol further declared 

" in order to eliminate Germany's 
war potential, the production of 
arms, ammunitions and implements 
of war as well as all types of air
craft and sea-going ships shall be 
prohibited and prevented. Pro
duction of metals, chemicals, machi
nery and other items that are 
directly necessary to a war economy 
shall be r igidly controlled and res
tricted. . . . " A rigid interpreta
tion of this clause would naturally 
imply the vir tual de-industrialisa
tion of Germany, since it is impos
sible to reduce the war potential of 
an economy without seriously 
undermining its industrial base. 
And to put matters beyond doubt, 
article 13 of the Potsdam declara
tion categorically declared: " I n 
organising the German economy, 
primary emphasis shall be given 
to the development of agriculture 
and peaceful domestic industries/ ' 
It was this supremely absurd aim 
of " pastoralising " the German 
economy which ultimately rendered 
the whole plan unworkable. 

Washington was soon to realise, 
however, that it was impossible to 
restrict German industry within the 
limits laid down in Potsdam and 
to talk at the same time of Euro
pean economic recovery and rehabi
li tation to which the US was com
mitted. Not only was it only a 
question of Europe's recovery, 
there was a further consideration. 
The necessary consequence of the 
Potsdam policy of de-industrialisa
tion was that America had to fulfil 
the role hitherto played by Cerrnan 
industry in the economic life of 
Germany. That is, America had 
to pour millions of dollars into 
Germany in order merely to sustain 
life. In the early period it was 
pr imari ly these two aspects that 
caused a reorientation of US policy. 
To quote the new policy speech of 
James F. Byrnes, the then US 
Secretary of State (Stutgart, Sep
tember 6, 1946), " Germany must 
be given a chance to export goods 
in order to import enough to make 
her economy self-sustaining. Ger
many is a part of Europe; and 


