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A. TECHNICAL ASPECTS 

I. Background 

• Comprehensive .price control was adopted in Germany at the end of 1936, 
• 

Even before, however, prices on German markets were by no means "free," • There pre-

vailed a combinatton of free and controlled prices, necessarily reflecting; the struc 

ture of German economy with its fami\iar mixture of free elements and e~ements con-

trolled by private forces, the government, or jointly, In some economic sectors, 

pnces were fixed by adding; a tra<ii tional percentage to basic costs, In others, thr 

followed "the market," In important industries price accounting was relatively re-

fined and involved principles later to reappear under centralized price control. 

Cartel prices were outstanding in this respect, The Insti tut fur Kor.junkturforschm: 

est:i,l1lB.ted in 1928 that some 50:-per·oant of all prices in Germany were in the "admin-
•· 1/ 

istered11 group.- They included private cartel prices in the narrower sense, the 

•large group of products s~ld under private resale price maintenance clauses, some 

cartel prices under government supervision, and a number of prices fixed, controlJn, 
• 

'or supervised by government agencies, In 1933 and 1934 the agricultural was ccm-

pletely separated from general market economy, cartelized by decree and bro'Jg;ht un-

der a system of prices fixed by the government, This set-up continued within the 

framework of the general price stop of 1936, 

Moreover 
1 

the Price Commissioner was he.rdly a novel institution in Germru 
. . 

• • 
The -commissioner created by the decree cf No.vember 1936 was the third in a series 

which began in 1931 when the Bruning deflation policy culminated in an attempt to 

reduce all administered prices by 10 per cent, The Commissioner, revived in 1934 

• 
when, under new'pressure, cartel and similar prices wer<J fixed, was aboli'fhed after 

a year of quite successful work. Finally, special price-fixing reguldbc-ns were ir 

--------------- . 1/•Ernst Wagamann, Konjunkturlehre (Berlin, 1928), P• 176. 
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• troduce1 for some commodities whose price movements were stronr,ly o.ff•JCt~d by :mtcr· 
1/ ·, 

national factors, ·chiefly textiles, leather and non-ferrous mctr.ls.-
• . 

The decrecr o!' November 1936, ncvcrtr.slcss,· involved a fundru:10ntul trc.ns-

formation in the German price syst6::lo If' it cnnnot be dcscri bed ns n chan.~:; from 

free to con'trolled prices it was, at least, thcrou~;hgcing in tnre"c r~~,·.;cts. Fir~: 

of all, it established all-o.round price control on virtually evcrythinr having o. 

price. ~eco"ndly '· it centralized control, prcvioously ex~rci sod by n ::~ul ti t•1dc of pr 

at cross purposes; if those 
. 2/ 

old force~ did not vnte and' goVBrnment agencies, often 

vanish they could now affect prices only roundabout.- Finally, 

tr9l the specific aim of sto.bilizing b.dividual prices on n bron:l. ~cdc: o.t th,c bv· 

of tho reference date. 

Although the price stop rul'J is still in fore·~, it has b;)•:n ~uprl:mcntcd 

by mnr.y regulations for particulo.r comr.10di tics, o.s well as by t-::o o.Jdi ticnr.l pieces 
3/ 

of fundamental logi sla tion. The ;•:o.r Ecc)nom~· Docr<Jc ,- promulco. tad on th·:; t'U tbrca!: 0 

war conto.ined, among other things, o. rovisit'n of ceilinr: rulec. -. Prices wore to be 
• 

set according to "the necessities of o.n economy devoted to wnr effort." Officinl 
• 

interpretation indicntes tlw.t prices wore to be kept at n level which >to~•ld prcv·m1 

4/ 0 

"wo.r profits/ reg;ardlcss of the ori;;inul coiling; price.- It I'IO.G on the bc.sis of· 

---------"":"-----
}:) Th~ main decrees were tho Bruning Emorgcncy Deoroo, RGB (1931), 1:6?9; th~ sccc~ 
P~ice Co:nmissioner Decree, RGB (1934), I:l085; on tcxtilopricos, ~ (19:54), 1:311 
'nth nmendm~nts; on leather prices, I<GB (1934), 1:318; on non-ferrous muto.l prices, 
~ (1934), I:766; on prices of importS, RGB (1934), 1:e43. 
2/ The "groups" - compulsory orgnnizr.tion;:f'. o~onomic self-government - hnd to. pn: 
on applications for price incronse;s. [;urine; 1942 private induztril'll bodi~S (R·c•lchr 
vereinir;un(':cn) won some o.uthority in determining eertnin prices. A!'lnrt from that, 
thc,re arises o. more gone:-o.l question us to the extunt to which privnto intorcsts 
could force th<oir wishcJ on tho buroo.ucro.cy. It appears tho.t tho price ndminis~rn­
tion was, in this rcepvct, somowhat moro indopundvnt thun cort::>.in import-diroctl~g. 
and l!Ultcrial-nllocntine; a{!.cncios. "Group prices" in thu armament industry nrc flx• 
without' the advice of tho "e;roups 11 or iudividual industrialists •• 

3/ ~ (1?39), 1:1609. 
L~/ For the text of the Priov Conunissionor' s circular 

1 
soe Dvr WirtschC~ftstro•Jhl!ndol 

\1?39), P• 349• 
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this Qecree 'that the 1941 "profit stop" legislation, 0. combination of financial and ... . 
price measures, was established. Excess profits were to be taxed p.way nnd price rc-

• . . ' 
ductions enforced to an extent thnt would exclude recurrence of pxcoss profits, The 

tax itself was a mere by-produc~ and the profit limitation did not originate in oqun-
• 

li enrian considera-tions. The objective was clearly a concentrnted and olJ.-O.round at-
}/ 

tuck on prices. 

Tho result, as measured by price indices, was not too impressive: tho fi-

nancial yield remained far below the expected figure and administrative difficulties 

proved abundant. Early in 1942 the tax was transformed into an excess profits tax or 
• 

incomes over 30,000 RM. Price policy was again divorced from financial poli?Y• nnd 

price reductions were again enforced by more direct action, New pressure was exor-

cised on prices, on the one hand, by intensified cost-saving rationalization (croa-

tion of new typos of industrial organization, dominantly under engineers, 

HatJtltausschUsse and Ringo), and extreme standardization of product, On the other 

' hand, prices wore under pressure duo to a change in armament pricing policy by which 

I 

• • 
concerns wore classified into efficiency groups and prices fixed on tho basis of 

• 
~roup costs. With reputation at stake and higher efficiency rewarded by tax and al­

leeation advantages, thoro is an incentive to apply for classification in a love-cost 

group. During 1942 the system was extended· to a largo sector of arma.'!!Emt production 

and it hns boon claimed that resulting savings amounted to 10 per cent of prices pre· 
2/ 

viously paid,- Recently first attempts wore made to apply the method to tho ci vi lie.: 
~ . 

• 
sector of•the economy, • 

The more price incrousos for individual items became unavoidable the r.1orc 

did the Price Commissioner attempt to neutralize these changes by stipubtsd price 

reductions in other products in ardor to keep the price index doom and• to convey at 
• 

least tho impression of unchnnged cost of living. Part of his Mtiviti;:s in 191~2 

---------------1/ Foro. fuller discussion of this matter, soc E. Doblin, "Tl1!c Gormnn Profit Sto"·· of' 
1941" in Social Research (September, 1942), IX:3, PP• 371-378• 
2/ .!!E_, July 14, 1942. 



: can,be .explained in terms of_ tl1is "compensatory" price policy. 
' d~ . 

.11. Crlloeria for Price Fixing undor the Prico. Stop Decroo 

lo . Scope of the Measure 

( ,_ .. ~.~ pr~c~~·~~~ legislation esto.blishos a coiling over pti.oes by fro.ozinr;~ 
.• " ' . -1/ . ' 

·market prices oF_october_ Ii, 1936. It consists of two basic decrees,- nn oxtrcmol~ 
' ";_' ~ -

' . . . . ~ 
.large number,of supplementary regulations, administrative ardors and administro.ti~ 

. . ~. . . ' . . . 
:field cir,~lars to cover individual products or special aspects of control. It 

. ' 
preates n "lllachinery' of price. control, with the Price Commissioner O.t tho top and •: 

;~~~rdinate. l~~al and r~gi~nal agenci~s. • It ~o.kes price increases ~~~ ;m~~s.si~lo:1 
but always dependent on t~ .appro..roJ. of the ,Pri.oo' Commissioner,' wbi6h is gro.ntod ~J . . - . . . rJ --: •. - .:. • . "=': --~~--.,.• ,· -~ ... - • ,:_·.·.·.~ 'J -.:~!.~ ..... -. 
lywhen a firm's.existonce is in danger. It docs not prevent price reductions,. , 

~ ... . . I 
l ( . . ·• · .. ., . ·~ • • .• • •. • ~ ·_ "' .:. 

:ro.ct, the Price Commissioner is empowered to o.nd charged with compelling thom whor• 
. ' . . . --, 

,-_ ........ _~-- ._··.- __ ·-.·.-.• • .• ___ ·~---_··<_--jr_; -~-;~- ~ .... _,:·_·, · •. ~ _ . .;~/~:~.-~._-_:.·· ·4 
ever possible. The'monsure :wa.s.origino.lly envisaged ns provi·sionO.l~ to give tho·· 

. - •.. - -. ..··:: ; . ,·.0·.· ·_ .• - .•. • :-: -; . ' . ._. . ~- • 
supervising agency time to .estlibli5h a. systom df "economically justifiod· prices" 

; >-~ ; - • .. -
which, naturally; had to· start" with existing pricos • 

• l _ _ _ ~o - ·-... _ -:_.; · , , . . . 
stabilization devico, which~ while rigid in general, permits of necosso.ry modifi.cn• 
. . ' . - -~ • . '·, ,-' r. 

~ions. _.Vnlike former German_,P~ico ·~c:in~ro!' laws, it is compie~isi~. It co"~}&·'· 
goods .and servi-ces including profossiono.l }"Omunera.;tion1 , ren,t,':'" reQ.L estate and. trnd 

• • ' ' . I -- .- . . 
'• . . . . ·. ~ -· . - ' . - ' . . . 

~gins •. .It o~~ri~e.s special. gs>~~-n~ ~ptic?-:,f}:~g ~a.w_s, ~·~·; ~OI1l!; 3i~ding and d; 
. ci~~-~ns -~f offi~illl p~ic~·rogula,ti~Il.f/~odios~ It .oover~ ·l'ublic: fees~- lt ~ovys :, 

civilisn,~·well p.s mil:\:l;o.ry goods:";", .It does not c~ver ~~i!;es, ~·~bjec.t_. ~~ tile c,ontro 

of othBr ngoncies. '· 

-------------. .-, .. ' ~ . 
, ywm {.t~)3~ 1 : ~~9~;RGB.(l936), P•.955o ' 
·." .. 2/ :;;,.rrrice ~"!":)li",~ •.;u:-t ;;;.'l!ubjp.<~t to, 'c.Q1ltrol a.l though thoir· .oha.ro.c1;er ti:s, ~prioos" A 
.. ·. Te~;:~n:r •l;J:.J.c;r.:: o.r i c f. "ron Ut\lolr.,· 11 f'roi sEi;ci_) ur.C::. Pri 'l'ltvorsiche1:'~':.."lg11 ·in DV (1937)' ·' 
;~ In·,J.r •• nr;, F.:~~·r.J.·:v~nt, P• 9. :L:lf.o~a.r.:o.s_ s,ol3in1 in~·.urnnce i.s cC!n'lo,rnod,'.o.'iiiUi~e.s in.· 
~;; Y<"·T"1 '"'1:: ~r 11 ':lJ>:.rc.r.co paym<Jn-cs mo1'3t .be npp'!'Q"\'"4lcl·'lly chcr .J'rioo. Cpti\ll"\iqdJ:1p~r. ;CJ;ns~-.: 
·":,,:~•c" ~·-~·;','(:•n·.:.~; '!' .. 6)1 Increas.e, in rUk :justi!'ioa. '\r.qommonsu::-~~ riso.in(proJtuuml1 
J:. 't!. ~' . ." ·' 1 :~~~~ ''Yom Pr~isstop' z;urKostonkontro~l?;,: ~.(~939)'> 1'.~ ~~~· .. ;:' :, ,, 

· ,1,T i.? P~v · "·•,":'dosionor o.lso claim" ..... iiwt·~ .. 'to fix oo;c:brl,bUi;:~,ons ;o£ members :to. 
t1. ·!(azi PiHt':;, >:<oo Yf•Jio:ntl"l'r-; ".f'l'e~sb~ldung und Preieub.o.twa..chilng,.,''(193'l-/J 'P•' f5.• , 

- . \_ ,> .; _ I A , · " ,/.-· " l•- • •• , ~ '_ } '~ , , - :- ·, ~ >I ~ l '"'" '• I : 1 t · ' 
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Th11s the jurisdiction of the Collit:lissioncr is almost uni vc.rsc.l, and "his uc-
• • • 

tivi~es reach almost ns far as his formal rights. For sene products, control is 
. 

obviously.impro.cticnl. Such ns lie outside the field of normnl consumption, huvc 

little effect on the economy ns a whole and nre highly individualized, arc disrc-

gnrdcd. Rare 
• 1/ 

poetage stnmps vmich defy all regulatory efforts nrc tho most obvious . 2/ 
• 

cxaL~le.- Products of the fine nrts nrc in th~ so.me catt:;gory.- The whole group ho.s 

experienced substantial price increases in a period when nll other prices have been 

fixed and nll ordino.ry so.les rationed; nsido from government bonis they were the onl~ 

remaining ~utlet for ntherwise unspondo.blo funds. 
21 . 

wibos and, nt certain times, selected foods have 

Temporarily, th~ highest grade 
4, 

boon exempted from price control~ 

Tho only exemption of economic importance is business good will. In the sale of en-

tiro concerns, prices somoti~s wore high and erratic, changing as much as 50 per 
5/ . 

cent within o. week.- Tho Price Commissioner did not interfere. Since prices of 

such firms, products were controlled, and profits increasingly regulated there wo.s, 
• . 6/ 

in any case, a barrier ngo.inst excessive rise in tho price of good will.~ 

• Tho price stop ru~o applies only to transactions on tho hone no.rkot. Ex-

:,port prices are exempt, ns arc sea freight ro.tos whore 1ntornntiono.l conpoti ticn is 
L 7/ 
:stronger than tho authority of tho Price CoDrnissionor.~ 

2. The Principle of Individual Price Fixing 

Tho price stop rule refers basically neither to industries nor to cccno-

.g.itios on a nationwide basis. It is - with important oxo1:1pticns - o. price stop fer 
• 

an indivi'cluo.l product IIi' m~fu~dual·prodnc&ro ,.,.._-producers who sold" nn identi-

cal product at different prices on tho basic date must continuo to do so. The text 

of the decree and subsequent o.dministrnti vo orders leo.ve no doubt tho.t tho principle 

of individual price-fixing goes one stop further: o. seller who quoted different 
• 

---------------1/ DV (1938), P• 2447• . 
"'Z/ Rittcrhau::;en, "Die Sto.o.t1iche 
'"'5/ DV (1938), P• 73• 
4/JJV (1938), P• 2424. 
5/i5V (1939), P• 965. 
"5/ For stock markot securities, 

Proispolitik" in VIA (1940), P• 427. 
• 

• 

seo P• 6, bo1ow. 
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prices to two custoners for cme proc!uct :nust ~ell to tb.;:n t:'.t the nric·Js "~tt:'.b1ishcd 

by the respective trc.nsactions o.s of Octo l-or 17 1 1936. For r·::ta.il S".lus in ope:. 

shops, the shop price current on th<:: ba.sic dt:'.to is to.kcm o.s th~ zhop• s C'cilir,t; 

price. The technique of control mt:'.chinory is fully in o.ccord with thi::: prindplc; 

rc.to.il prices end o. considcro.blo purt of o.ll oth·cr 
1/ 

prj 0os ~r-a UJ1Jcr th: the bulk of 

supervision of rogiono.l and locul price control o.gcncios.-

Under the price stop decree, changes in conditions of so.lo (tc~s of p~y-
2/ 

m·mt or deli 'rery) or in qu!lli ty o.rc defined o.s prico ch:::ng;o s .- The o.<L..Uni stro. tion 

of the price ceiling wus guided by tho concept of "cqui vo.l<.:nt transactio!tS11 ~.nd 

"r>c.rtners of cqun.l sto.nding," whose o.pplico.tion of course, did not fully provvnt 
3/ 

uttompts o.t evo.sion.-

3• Eationvridc Price Fixing . 

The principle of individunl price fixi~g wo.s _ubo.ndoncd fron tho very be-

ginning for prices c.lreo.dy fixed on o. rogiona.l bnsis. Tho lo.ttor continued to be 

so fixed. This o.pplics mo.inly to prices regulo.tod by tho Agricultural Estnto o.nd 

-------------~ The set-up of the organi~ation is similar to that established durinr, the first 
iiorld War. The figure of 1,600 staff members (FZ 1 March 22 1 1941) is misleading 
and is no criterion ,r the RcC'pe C'f thE' organiza:t'ion, which r.as at its dispt'c;al th• 
entire police force and several regular administrative agencies. 

3/ This rule served to justify abstention frcm interference with the stock ~o.rket; 
cl-.=ging stock prices were supposed to reflect changing 11 quali ties" in the "oomnoa. 
ty." See T. Becker, "Zwei Jahre Preisstop" in WT (1938), P• 456, and L. Miksch, 
"Vom Preisstcp ZUl" Kostenkcntrcll.,," 'SK (1939),p. 253. For a short time a price 
ceiling ~·ms applied to the Vienna stoCk' market, but with little success. Stock Dlllr 
kot price~ ~ere indirectly controlled by limitation of dividend disbursements, a 
pror.ibitivc tax on "excess" dividendE., registration of all "speculative transaotici' 
o.fter tl-:e outbreak of war (Deere<J of September 1941 in FZ, September 26 ~d 27 ,194i 
and, since June 1942, the compulsory exchange of oortaiil''speoulative" stock for 
treasury bc.nds, with some discount (reported vrith grcss exaggerations in the New 
York Tim~s, June 16, 1942). ---

3/ L~tor tte Price Ccwmissioner took explicit action against some disallowed prac­
tices; sae Pl'• 4.fi to 2_,, below, on evasions, and the Price Commissioner's field :ot 
t<;rs, ~;C:. 37-40 (April 3, 1940) in VJP (1940), P• 380, on unlawfuJ. pro.ctioes (dis­
continuing delivery at doorstep without .Price adjustments, attempts to re3laim 
r-acldng rr1aturie.l customarily left in possession of the customers, and similar tech· 
r.iquoa). F'or reduction of rent accompanying reduction of hot water supply, sec DV 
(l:tl+o), P• t..86. Cci'f"e prices had to be reduced at least 12 per cent below ~he !0 
v•,l of Soptt.mbor 1939 when a mixture contained more than 30 per cent substi t:Jte 
""-'t',rialr LN (1939), P• 123o ·. 
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" •to aif cartel prices, In fact, t~:.R:~?c regulating 'machinery 'established by car~els 
... - .,. - .•. ·--

has proven ~ tremendous help to the government pricE! control, The tools were already 

prcpnrcd·and could bo utilized as easily for official price stabilization policy as 

for private market control. 

• 
acknowledged the value to it 

Uoro than once, .. the office of the 
1/ 

of this efficient instrument,-

Price Commissioner 
< 

Unpopular as. they were, the cartels have thus been strengthened of nccos-

sity- which do9s.not necessarily mean strengthened in the interest of·their members 

which, in a period of business upswing would have desired significant price increases 

In any event, the common devices of cartel policy were perpetuated f.or tho duration 

of price control, Price discrimination was ,not discontinued, The Rhenish-Westpha-

linn coal syndicate's monthly reports differontiated as b.cfore between sales to "pro-
' 

tectod11 o.nd 11 unprotoct0d" districts, indicating differences in prices 
2/ . . 

from region to 
3/ 

region.- Tho Rhenish ligni to syndicate continued exports with "price 
4/ . 

proceeded,- Tho basing-point system was uneffected by the price stop, 

sacrifices,"-

• 
Stool dumping 

With appropriate .modificat;i.ons, it was ovon extended to cover a number of agricul-

·tural products, Tho objective of cartel technique, nevertheless, ~efinitely changed 
• 

• to the prevention of price incronses and, when possible, to price reduction. 

Within tho scheme of regional price fixing, the principle of individual 
been 

price fixing again found a place, Cartel "outsider prices" have not/automatically 

brought in to line, No conc0rn gets tho ponefi ts of higher cartel prices simply by 

.. joining tho cartel, o.von if his· underselling consti tutos a broach of tho cartel con-

tro.ct. 'Nor can a d.oci sion of the Cartel Court (or its legal successor j ordering a 

-
'return to tho higher official cartel price, chango tho situation, Prico decisions 

5/ 
of tho Price Commissioner aro stronger than Court rules,-

---------------· 1/ Rentrop, ' 11 Gobundono und Froio Preiso~.~ (1937), P• 89, 

2/ KR (1938), P• 508, 
3/FZ (July 15, 1939), 
4/Fz (Soptembor 20 ond'28,1940), 
5i Field letter, .Fobru.nry 23, 1937, in Engelsing-Glissmo.nn, Proisbildtmr. tmd Prois-
1l'borvrn.chunc;, p, II A 8 h, 
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< 

~· Pric~ Fixing for Products without ::nrket Price 

n) Comparnblo Prices. 

For now products e.nd projects of individual character, diroct reference to 

)ctobor 17 1 1936 prices has no meaning. Tho principltl of "comparab~o" prices ho.s 
. 1/ 

been introdu<c,od for now products.- Some technical difficul tif:ls arose with respect • to 

the borderline bct\·won a new e.nd e.n altered product for which, with qualificntions, 

the price of ~he c~iticnl basic dnte remains valid as the coiling. ~rices of genuine• 

~y new ·products should correspond to tho coiling prices of comparable goods or, in th/ 
. 21 

nbsonco thereof 1 to the cost of production on· tho bnsia of tho October ~936 si tun t.ioii'. 

If no comparable price exists, it is replnced by a price derived from an 

11 n.s if11-prico-computnticn. Originnlly it was vnguoly defined ns bo.scd on costs as 

they would hc.vo been on the reference do. to. 
3/ 

Later computation procoduro wo.s mora 

closely defined.- Whore the concern in question hnd had a price caloulation scheme 

·.ror tho sc.mo typo of product on tho roforonce do. to, or whore ono could, without undu'l 

difficul tics 1 be made avn.ilo.blc by other concerns in tho J.ndustry 1 it would serve ns 
0 

tho formal basis. Individual cost clements gonornlly enter into calculntion at vn-
• 

lues not higher thnn those of tho reforonco data. Rnw mo.torial prices must not excO} 

those paid on tho basic date or on the occasion of tho lnst order preceding thnt date 
. 4/ 

Price increases nro disrognrdea- while cost dccronscs following uso of chonper mn-

teric.l must be expressed in lower prices. Wngos enter into tho calculation nt a lol 

vel no higher than tho 11wngc stop"·.l.::vol of October 12, !939. Items of overhand mus:l 
< f 

• 
correspond to those of Octob•Jr 1936; tho porcontngo rntc must bo ndjusted downwnrd, 

howevur, if v:c.ge rates or raw material prices uro reckoned nt high·~r lovols than ni; 

tho reference dnte. If tho concern hnd introduced new i toms in its production pro-
• ---------·-----1/ Rontro'p, "Gcbundone und froie Prciso in dor goworblicho Wirtscho.ft," in VJP .(193'1 

p. 90; Richt-:or-Elrohm1 11Ermi ti;lung dos Vorgloichsproisos, 11 in DV (1937) 1 pp.1I5'7-68 • 
. 2/ Fi0ld wttor of thu Price Connni'ssionor, Janunry 301 1937 I published in Engolsing­
Glis:m~nn, Prcisbildun~ und Preis~borwnchung;, P• II A 8 b. 
3/ Fidd lotbr of Hov.Jn,bor U1 19401 in DV (1940) 1 P• 36G. 
4/ r;r -D. spocio.l permit for price incroo.s'ZS must bo grnntod. Tho situation is, <af 
coour~c, 1 different whore Spuciul docrooG provido for nutomatic price chcngoso 
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grrun, toto.lloverhead must be fo.irly distributed between new and old products, The 
0 D • ') 

trcqtmcnt of profit margin corresponds to that of ·o-verhead costs, . "Unjust:lfied" 

proffts '!lu&t be reduced; if losses· occurred in October 1936, production of tho new 

item must bo continued on a loss basis until a revision of the margin is granted, 
1/ 

tend to inflate· price,-Such cho.ngcs in· accounting methods arc permitted as do not 
• 

J. · •. 

If no such price calculating schemes arc avo.ilable tho new price must con-

form with "the necessities of nn economy devoted to war effort," All ·such factors 
• 

as cost of production, market situation, peculiarities of product and concern, and 

the duties of tho latter to the common good, shall be taken into ?onsidero.tion, pro~ 

vi dod that costs be interpreted as tho so under "economical management, 11 Concerns 

of less tho.n average efficiency must be satisfied with a relatively l~n price, The 
2/ . 

technique of price computation- is similo.r to that inaugurated in i938 for some 

types of government orders (LS0), ' 

• b) Products of Highly Individuo.l Character 

Tho treatment of products of fino art, rare postage stamps and similar 
• • 

i toms has already boon mentioned, They wore loft uncontrolled without major damage 
• 

to tho general price coiling, Peculiarities of prices in real estate markets made 

specific regulation necessary, Since only a minute fraction of all real estate 

changed hands on or about October 17, 1936, there was a lack of immediate reference 

prices. It was ruled that real estate prices among other things be kept in line 

with taxable value as determined by the Bureau of Internal Revenue, The two values . . . ' . 

• need no~ necessarily coincide, but any major discrepancy not approved ~y the rc-

gional office of price administration,· shall prevent lego.l transfer· of owrwrship 
' 3/ 
.through tho courts,-

---------------y Mittoilunf':sblo.tt der Roichskommisso.rs (1940), P• 806, 

2/ Soo Eng~lsing-Glissmnnn, op.cit,, P• II A 7 c, 

• 

3/ Seo Lo Lutgo, "Dio neuon prcispoli tischon Eingriffo auf dcm Wohnungsn\o.rkt" in 
"Conro.ds Jo.hrbucher (1938), DV (1937), P• 1801; RGB I (1938)-. P• 850, Ene;clin~;­
Gli.ssmo.nn, op,cit,, P• II A22 d and p,II A 30,A later fiGld lcttc:ro (!.:ittcih.mr,s-

. blo.tt 1941, P• 350) clarifies tho situation furthcr, It also establishes o. s"t of 
standard prices for building lots as a guide for tho pric0 d'i~ing ·o.uthoritios, 
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c) Government Orders 
• • 1/ 

The Army,and Navy buy about 30,000 commodities.- These are, first of all, 
• 

subject to general ceiling rules. Since, however, the technique of government pur-

chases differs from the usual private form, und since some of the products have no 
• 

market pric~, special rules have been introduced in this sector. "The essence of tne 
. • 2/ 

"R.P.O." rules- consists of provisions az to when ceiling prices may be replaced in 

governmental oorder by other prices; if the stop price appears "economically unjusti-

fied"; if· by nature of the order a ceiling price does not exist; especially i.f ad-

ministered prices appear too high or. if tho size of the order seems to call for a 

price re.duction. The R.P .o. furthei'lll.oro provides that in certain instances the pro· 

per prices could be derived from the cost of producti~n a~ define~ by another deere€ 

(LSO}, · and that, if several ardors are forthcoming, the final price is to be do-

cidod by the process of averaging tho individual prices in question. 
3/ 

This second decree (LSO) -contains rules on cash price determination• 

for government orders. It has boon repeatedly and emphatically stated that these 
~ . 

rules are a mere substitute for market prices, to 'be used only if su.ch prices arc 

completely unavailable. 

The final "cost price" is tho sum of six major cost items: materials, 

factory wages, factory overhead, administration and sales costs, special costs, pro-

fits. Subdivisions distinguish some sixty cost items, a number of which ard further 

subclassified. 'Tho me st important. pro vi sian's of tho decree follow: 

---------------
];/Tho Economist, March 28, 1942, P• 432. 

2/ 11 Richtlinicn fur die Proisbildunr; boi offentlichon Auftrng.:.n," issued November 1-5 
1938. Toxt in Die g:e~runten Proisbildung,svorschrifton by Wohlhal!pt, Rcntrop and 
Bartolsmunn, 2nd od. (Berlin 1899), P• II 20. 

3/ "Lei tsatzo <fur die Preiscrmi ttlung auf Grund dar Solbstkoston boi Lei stung en fur 
offcntlicho Auftraggcbcr~ Novcmbor.l8, 1938 in RGB (1938) I:l623-l¢30o Soc also 
c. von Halom~ "Prois.politik boi offontlichon Auftrugon 11 in DV (1938) 1 PP• 289-90; .. 
S'ollmmm, "S'ind noch Kricgsgcwinnc moclich?" in 'DV ·(1939), pp. 240-41; Preballa, 
"FT<:isbild.:ng boi offontlichon Auftro.gon 11 in WD \T938), pp. 1623-27; J. Wagner, 
"Ldstung<:.n und Proiso ·'oei offcntlichon Auftr(lgon 11 in.V.JP (1938), PP• 738-9 and Fo 
Bunhnrd.t, 11 Gtn~an Price Policy" in·Bullutin of tho In"StitutG of-Stl\tistics (Ox~rd, 
April 4, 1942) • 
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·] 
"'".!) W::tr,os nnd salaries: man hours worlcod •on a contract are compen;;o.ted, 

., 
• 

provided thu t \'rur1:ing time docs not exceed sto.ndn.rds laid down by the Reich Commit-
' 

toe for labor studies (Rcfa), 

2) Dopr0ci~tion: rates arc calculated ~ndopendently of rate used for 

•:, c;-::·.tion or norrnb.l bookkeeping. Thoy nre based on original costs of as~ots and tak. 
' ~ 

J 

into acco~mt rc:'.l wear and tour nn-:i n·,-crc..g;o useful lifo, All "special" dcprocia-

t:i...n -- componso.tion for oxpcctod reductions in asset utilization --,is subject to 

tilL> c.j_)proval of tho Prico Corrmissicnor, No "financial" depreciation is allowed, 

3) Jntcrc;st on borroned capital is not an allowable n.cost"; it must be 

pniJ out 9f profits, 

'4) Pn.tont foes and publicity costs, and some other expenses, arc rc-

strictod to "reasonable" amounts, "Extraordinary" development costs may be in-

eluded in current charges only by npprovnl of tho contrncting; agency, -
' 

• 5) Taxes: Trcntment vnrios with tho typo of fux, The individunl income 

tax of pri vnto firms is excluded, Sales tn.x, property tax and som·J similar taxes 
J 

arc considered as cost clements, The corporation tax is not, It is, however, in-

• 
eluded in controlled proi'i ts to an extent corresponding; to the ra.tio -of "m·mcr 1 s 

cnpitr-1 11 to total capital invL>stmcmt, 

6) Profits, "Fermi ttod profit" is calculated as tho sum of "reasonable" 

interest on "necessary" capi to.l,. plus o. bonus for risk, tho abovc-rnontionod share 

of thu corporo.tion tax, some minor tax items, tho export levy, and certain charit-
• ' 

able cemtributions. "Nocossary" co.pital is·moo.surod by tho value of assets after 

deduction of such items o.s invcstmvnt not essential to business, private &vellings, 

unutilizod capo.ci ty, farm lo.nd, i'inuncial po.rticipa tions, "Reasonable" interest i~ 

oqunl to tho ':'{iold ,on ,Iong":'torni government loans, 4,5 per cent at tho time of pro-
• . . . ~ . 

mulgation of tho dootoo, !Joro recently pormi ttod yield has boon announced poriodi-

o:J.l,ly by the Price Commi ssionor, 
• 

• Tho dooroo mo.kos no roforonco to tho oxtond of tho risk bemus, Thu li-

toruturo scorns to show tho.t 1,5 por cent of salos value mt'Y ,bo tak .. m [l.S a roush 
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guide',- Deductions from profit arc provided for in instances of mismko.gement o.nd . (• . 
• 

inefficiency, Efficiency bonuses mo.y bo granted, It has been r~ported th~t 'since 
2/ 

r -
~he outbreck oi' t'1o w~:cr such bonuses arc ~w~rded only exceptional achievements, 

3/ 
Tho rules were evcntuall~r oxtonded to cover subcontracting- and, with ap-

4/ . 
Y:~·-·:t-:-rlo.t-.< Cl~mg...::s, .. government construction contracts.- Those rules arc supposed. to 

c 
.Jc ·~f=~~:.. ~ '";Ll culy to projects on which comparativ~ prices aro unavo.ilo.blo, Tho Price 

.::o::,c.i;:;;:;i.:•nc; rath>Jr then tho contre:.cti/ or tho government o.goncy decides whether thi 

rul~s o.rc o.pplic,.blo in o. given co.so, 

5, Spccic.l TYr·c~ of Prices 

Price control is not limited to cste:.blishing maximum prices, Other typos 

of prices do occur in thc.frruncwork of'Gormo.n price control, although naturally 

mnximum prices arc the backbone of tho system, 

o.) Mo.,:i'!lum prices. As ho.s boon pointed out, those o.ro either individu:l.l 

• maximum prices in accordance with tho basic rules of tho price stop docreo, or uni-

form on o. nationwide bo.si s, 

b) i.linimum prices, Those c.ppcar mainly in the co.rtel field, The offici a 

mo.ximu.'!l price is, at the :;:mw time, a private minimum price, protected by tho co.rt.~ 

agrocm•..:nt ::cgo.inst compoti ti vo underselling b.Y cartul members, As far as government 
6/ 

nrc concerned, it iE subject to revision if it appco.rs to bo too high,-

In th..: case of compulsory co.rtols, minimum prices have direct official sanction, 

Minimum prices arc normo.lly unifllrm for all cc.rtol members, They may, however, v~.~ 

from concern to concern; some cartels (cast iron, printing, wooden boxes; Dutch ti~ 
stov>J prod•Jction) pcrr:1i t thoir rnombors to quote prices on tho bnsis of their indi,.. 

---------------1/ H. Lruape;,. "Di<; Zusc~r;.m0nsotzung dos LSO Gewinns," Zcitschrift fur Botriebswirt­
s~r.D.ft .(1)1+0), PP• 115-117', und Rittoroho.usen, op,cit,, P• 431, , 
2/ (Jn group pricos for o.rmument product3 soo PP• 35 nnd 56, 
3/l'G'~ (].;iL;l) I: 140, Mc.rch 11, 1941, 
4/ "L::;[i.) 11 in HGB (1940) I:B50o Prices for private coriotruction contracts arc rogu 
'f,.tcd by~· d0"C"r.:'·J in 'HGB (1939) I:l041, ngo.in on o. rofinod cost-plus basis.· 
5/ WP (1')}:0) 1 P• 665- • 
(/[IV (i-:61), P• ~5·· 
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vidual cost,s computed according to uniform rules. The cartel agreement prevents 
._:,.::,' 

• the~n from selling below their costs, which are periodically checked by a c!lntral 

cartel agency; certain legal provisions against unfair· competition support the car-
l/ 

tels.-

c) S~o.ndard prices (Richtpreise). These are a kind of refined private 

minimum price such as prevailed, for instance, in the radio industry a't the end of 

1938. Products were classified, o.nd pri~e averages computed for each group with 

• 
the help of controlled cost data supplied by producers. Averages were lowered by 

a percentage a~;reed on in advance. Sales below these new "basic" or "standard" 

prices arc not permitted. Higher-cost producers may charge in accordance with 
2/ 

their costs.- Prices must also be in accordance with the official ceiling price. 

d) Fixed Prices. In the agricultural sector, many prices are protected 

against changes in either direction. They are rigidly fixed at least until the 

Price Comcilissioner may decide to freeze them at another level. Some other prices 

were frozen before tho Price Commissioner assumed his duties; e.g., prices on scrap 
3/ 

• rubber, rabbit skins, ma~ches and some services.- The system changed soon there-

after. Yiholesale trades were strongly opposed to fiY.ed prices and preferred ~Axi-

mum prices even at a relatively low level provided they permi ttcd do;mward differ-
4/ 

entiation.-

e) Price Ranges. They, too, appear mainly in the agricultural field, 

particularly on commodities difficult of classification. 1hthin the given rnnge, 
5/ 

demand and supply remain effective as price de~erminants.- Price ranges sometimes 
• • 

t(lke the form of a maximum price With tho provision that deviations aro pcrmi.tted 
6/ 

up to a certain amount.-

---------------1/ Soc Miksch, "Kalkulationskartoll und Kalkulationskontrolle 11 in 1\'K (1937) ,pp.208-
"2"21. ·• 
2/ Dar Radio-Fo.ndler, June 8, 1938, P• 422; November 23, 1938, PP• 1065~67. 
"'5/ Rontrop, op.cit., P• 114. 
4/ DV (1940), P• 831. . 
5/ S'Oe prioo regulations for fruits in ~ (1937), P• 66o, end timber, 'p. 614. 
75/ Docroo on oak bark for tanning purposes, ~' February 3, 1939 • 
• 
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r) Auc'Cion prices. By its very nature, the c.uotion method ~ly fits in~ 
• • - - . . . . . ' . 

to strict· price control ... Before the introduction or price rogulntions, c.uctioxts 
' ~ 

' • ·; J 

p~c:yed a considerable ·part ill German ngriculture. Most or them have bo~~ ~bolishod. 

Wlierevo.r. they wero permitted to. continuo, prices w~ro brought under control through 

the setting or ra.thor·narrow price rc.nges. ~Fish c.uctions with fixed llUlximum o:nd . 
.. . • ~· J 

· minimWO: pri·c~s .were c.],lowed until 1~38_.· when "!;he system wns. roplc.cod by c. schedule . . . . . ·.. . . . . . 1/ . . 
or .frozen. prfces, difrer~lii-t;ic.ted by product, locality c.nd sec.s!?n.- Timber a.uctions· 

. . . • . . . . . '§ . . . 
were pro~bited, except ro·r· f!Ome. spe!Jinl-t;ies~ For other product!! tho previously 

-- .. . . . . . . ' . . . . . . . . 
pre"{ll.iling tec.lmique wns_ groc.tly modified in order _to conform to noeessi -t;ios or strl 

., . . : ,. '3/.' . _ .... ' .·' . . . 
price regril~tion.- A tendency to get rid of the remnants or tho nuction system is 

. . •- . ·. . . ~-. 

\ 

clearly visib~e. To the extent that :t;he sy!!tom still exi4?d in 1941, tho Price 

Colllllissioner, fixed ·m(l.:tim~_pricEJS. in. c.dvc.n~o of c.uctions.- .. 

• g) 1!Acco~t,:ngu·· pric~s (Vorreclm~gspreis~). This heo.ding .covo.:s a. number 

or.rictitious prices·. ·~y .o.re; .on. tho ono bruid, those which syndioo.tos '(i.o., cnr-
~ . . - - .. - . . ·, ' . . . . . ,. . 

t~ls with ~~trai" sallis ·agep.~ies)_pny provisiono.lly to members. pending the fino.l dis-
• - • . • ) ~ ., -J. ~ [, • • • ·• ' • •. • . • -_ - ·.- • • •' 

t~ibution or. real. receipts. 'secondly. the term applies t'o ·prices charged by ono de-q 
o:t: an integrated concern ·embracing severo:l stages or production to- next depa.rtrnent · 
po.rtment/in the production ·plQlcess;. At tho beginning thoro seemed no roo.son to rogu-

·iate tiu~ type or price~~ but iatcr some or these pri~es wore put under o. coiling: u 

if a. subsidio.r.y.is at. least p~rtly'indopondont, oho.nges.in such prices proved 0. me-
• • , '- • , • ' 'I> I 

thod or price control evasion and rroro no longer permitted without o.pprovo.l. · Cnrtel ' . . . ' . . .·· . . 5/. 
11 acoo1.inting11 prices remc.i+t free from prico supervision.-· .. 

b). Seasonalprioes,. Who~ prjoo _control vffl.s' introduced,· tho oeilin&: price• 
-~ · e 1 

• , · • I 
for non-agrieultural ~roduots with strong so~son ~~ice _movement was ~i~p~y ~ho priol 

of tho corresponding month in tl:le preceding yoo.r.- In agrieulture thoro wa.s o. tend' . '. . . •" 

enoy to smooth season price. movements·, to disregard them completely~ or to rcplo.oo,) 
• 0 • ' • 7 

thom by wookly·-c~mulo.tive o.dditions to a. basic price in· order to oo'vor storo.ge oost"i 

--------·------ \ . . 
1/ VJP :(19}8), p·. 408; E! (1937), P• 342o 
"/./ RGB (1937) 1 I1l8~. . .. 
"5/F'Or tobacco, sec hv ~1937), P• 15; for wino, P• 72, · · 

· ·ftl Singer, "oeman ~Eoo~oniy V," in tho Economic' Journ:b.l (1942), P• 26, 
TJ/ DV (1940),p.651; (l~j4J.),pp,656-8, 757-BJ FZ, Ootobo:r 27, 1939, . 

. "t/}Tc.ld lot tor ,Jc.nuOJ'Y\30 ,193tJn. Engelung•GI'iBsmo.nn,1oo .oi t. ,11 A -8 ·b J VJP 

.. • . f.: 
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III~ EVASIONS Ul!DER FIXED PRICES 

' 1. B'la.ck Ha.rkct s 

• 
Tha.t black markets exist is evident frem·numerous newspaper o.nd radio re-

ports on price lavr violations o.nd from warnings to tho public nnd the introduction 
• 

o~ now o.nd more drastic proVisions ag[tinst attempts to sell at unofficial., prices o.nd 
17 / 

above tho limits of ration coupons,- From time to time there arc special drives 

' against tho black =rkots, Nowspo.pers report special police work o.nd the ~,ssignmont 
. 2/ ' . 

of particularly able officers to tho sole task of rooting them out,- It is. obvious-

ly impossible to estimate tho oxtont of tho phen~monon. According tci a report of 

tho British !lini stry of Economic Warfo.ro German black =rkot prices o.t tho beginning 

of 1942 for some products wore o.bout five to ten times as high as lcgo.l coiling 
. 3/ 

prices.- In Maroh 1941, 3,975 Berlin shopkeepers wore convicted of violations of 
. I:/ 

price control. From all available information, however, it appears that the rnngo 

o~ black market opora.tions has not o.pproachod that of the previous war. Ponaltios 

o.ro sovoroo The first price stop order pr~vided for closing of businesses, jail or 
J • penitentiary sentencos o.nd unlimited fines; later the doo.th penalty wa.s to become 

not. unusual. • 

The spread of bo.rter is la.rgoly caused by attempts to avoid direct price 

control. When oornmoditios of equo.l price o.re exchanged, coiling. rules a.re not di-

rectly violated, Official shoe exchange centers ho.ve been established in mo.ny citie' 

But expansion a f b(\rtor ·might unduly inero:.so excess monetary funds o.nd widen the 
··) ' 

' ' 

inflo.tioi}.ary gap, Moreover, a si tuo.tion in w,.ich prices ure not specifically 

-·---~---------i/ From Goering's promise o.t tho time of tho introduction of price control to usc 
"~~'draconic meo.sures,,.o.guinst blo.ck mo.rkot operators," (VJP (193T), p.34) to the 
do nth penalty for profi tears in Mo.rch 1942 (Ncw York Times, May 19, 1942) there has 
boon o.n uninterrupted flood of stntomcnts on tho subjoct, More roco!\tly, price vio­
lntions arc nooO'sso.rily combined with so.los of rationed goods nbovo coupe~ limits, 
Soc, o,g., full po.go storios on fivo cnsos - t\vo involving co.pi,to.l pun~shmont - in 
o.ll loading Gorman pnpers of April 9, 1942. 

2/ DV (1939), P• 730. 
3/ Novi:Yoric Times, Murch 5, 1942, 

4/ Singer, op.cit,, P• 26, 
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stated offers incronsed opportunity to evade price control, tho more ~as th0so 
• 

~ 

trmsactions may bo .connected with such intricc.to dGvices o.s the "borrowing" pf ln· 

bar nnd other forms of "price" concessions. Bnrtor must have obto.inod•considero.blc 

scopo.c.s it c.pponrs from the o.dvortisomont pnge of provincial papers. According tc 

nn c.nnouncemcnt of the Propo.go.ndc. iiinister on Murch 26, 1942, 11 bnl'terors" nrc 
.. . 1/ 

threo.tened\.i th the extreme punishment c.pplico.blo to "profi tocrs. 1
.-

'.,. 
2. "Joint" .So.los. 

Joint sc.los nrc the immediate c.nd obvious response to price fixing under 

c. system of partic.l price control. Controlled products nrc offered in combination 

<Ii th others for which o.lmost c.ny price r:tc.y be lcgo.lly justified. An inclusion of 

o.n additional margin in the uncontrolled price would compensate for the luck of cl· 

bow room in the regulated price. Universal price regulation reduces the goncro.l 

usefulness of tho device. · ·· 

But since this is a m~.ttor of profits rnthor thc.n prices, it docs not no· 

cesso.rily mnko joint sales unattractive. 

sales to keep profits up, seems rnnrk0d 0 

0 

Tho inclination to rely on combinc.tion • 
This fo.~t oxplo.ins the continuously ra-

2/ 

• 

pentad attempts to outlaw joint sulcs by decree.- Qui to gcnerc.lly such sales vic-. 

lute the spirit of tho price stop ·ardor c.nd wore outlawed by its pro vi sian o.gainst 

c.ny cvo.sion. In -uddi tion, however, the matter has boon dealt vii th in docrqe·s rogu· 

lnting price& of individual products, apparently because tho original rule had not 
3/ 

been followed sufficiently scruputously.- One decree forbids combinntion snlos of v . . - . 
food produ~ts. The rule parmi ts exceptions in instc.ncos of "urgent ocone1r.1ic nocof 

---------------1/ Nevr York Tines, Mo.y 19e l942o 

2/ Even before tho period of gan<;ro.l price fixing, combination so.los were looked on 
ns suspicious.pro.cticos of monopolistic exploito.tion. For concorns in control of 
c.unicipc.litios, they vrero mo.de unlnwful by po.ro.gro.ph 73 of tho Deutsche G<Jnaindo i 

Clrdnung '(Genero.l Municipc.l Sto.tuto). 
3/ !JV (1')40.)" 1 P• 18.28. 

~.DV, Vol.XII, po296. ~ egg price decree establishing prices o.ooording to 
u-:;~g;ht mo.k<;a ovon combi.no.hon snloa of d:i:fforont weight clo.asos illognlo (RGB (l93S 
1 1l5E4(!• Evt:n products tro.di tionnlly conswncd jointly must not be aold jorntlY·I 
cc~ord~ng too. docision of tho Price Co~issionor it is not lognl to offer l~vor• 
wuret o.nd blu1;v1Urat in,combino.tion. Sco Dio F'loischvrirtsch[lft (1940)i P• 5• · · 
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si ty 1 II mni:p_'.!y for perishable products )Vhich r.t:ty be offered • in combination vnth .other 
. . . 1/ . .. 2/ 

proaucts, provided there would otherwise be a. danger of perishing.- A field letter 

of the Price Commissioner gives details -ns to the form in which joint so.les used to 

proceed: that products were grouped in such·a.waY. as to give the impression that 

the scarce one wo~ld be sold only in the combination; or that the seller of scarce 
. . /. 

products ll.ttomptod to ··interest buyers unduly in a new .line; or that he allocated to 

customers not in the usual proportion but in ~elation to purchases of other product~ 
' ' 

Not oven tho excuse that the importer was forced ·to ~Dke joint purchases aproad is 

uccoptod as justifying this practice on the home market, The problem is complicated 

by tho fact that in the ugricul tural sector some dealers are forced by the la.w to 

buy over certain products even when they have no chance of finding buyers, Under no 

circumstances are they entitled to get.rid of such products by means of joint sales, 

In reality the method is more subtle and, through its vagueness, most dif-

~icult to attack; everybody who discovers u small quantity o:f a product he likes 

hidden somewhere. in o. shop and a largo pile of u products ho docs not want, knows 

• 
• from exporionoe that it is advisable to order some of ouch to appease the shopkeeper 

Tho general ~nrket situation in o. time of all-round s3arcity recommends an attitude 

' 
of normal prudence towards u moncpoli st 1 to be who so 11 steady customer" i s a pri vi-

logo. Entirely wi thc~1t open pressure 1 combination offers ure transformed into com-
3/ 

bination purchuses.- Tho practice is apparently widespread. Public warnings agaim 

by tho ·Berlin Chief of Police wore found necessary 1 and "extremely high 
4/ • 

joint sales 
•., 

fines" were • 
unposed,- Special precaution had to be taken to avoid tho. spread of 

5/ 
joint sales through vending ·machines,-

' 3. Chango of Product 

Evasion of price control through al toro.tion of product wa~ mainly 9uo.li ~ 

---------------1/~ (1937). I:1142o 
2/ Soc Engelsing-Glissrnunn, op.ci t,, P• III, A IT-13 • 

3/ DV (1938), P• 2375• -·-4/ .£Y (1938), P• 2375• 

5/ DV '(1939), P• 123o 
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altera~ion which obscured the pPice situation. It vm.s sometimes unavoi~blc o.nd un-
• • • 

• • 
related to pric~ evasion, as when substitutes r0placcd so~c material. Under triose . . 

• 
circumstances price increases were first regarded us legitimate o.nd subject to lit-

. . 1/ 
tle control. But ubusos developed, as shovm_by official statements,- It had to bo 

:no.do !lui to ~o.in that substi tu:t;es by th=sel vos need not necessarily bo priced high­

er than the original products, that they uro sometimes choapor o.nd that, in such in­

sto.nccs, prier- reduction \ms in order. Since the beginning of 1941 substitutes nnd 

11new" p:ro<;lucts must be registered at tho regional price boards which, on tho basis 
2/ 

of a submitted cost calculation, fix their prices.-

Change in qual~ ty my bo ei thor deterioration without proportiono.tc price 

reduction or increased emphasis on higher quality with higher" prices. tho first 

violates tho latter of tho price legislation. 

o. mc.ttor of judgment, it is no wonder that tho 

quruntitativo information is unavailable. 

Since tho degree of qual~~ cho.nge is 

prnctico wns widespread.- But nguin· 

Tho other tendency was a flight into. hi@>hor quality, explninod by tho fnct 

thnt profit margins usually increnso with quality. Whore n grout variety of goods 

wo.s produced before October i936, wi thdro.wo.l into tho bettor grades was not in di-

rect contradiction to tho price stop law. Moreover, quality is n vague term; price 

discrimination on the basis of purchnserst income classes frequently consists in the 

' introduction of suporfi~ial o.nd mco.ninglcss variations in n sto.ndnrd product, with 

nddi tiono.l costs fnr ·below the addi tionc.l price chc.rgod (a cho.nc;e of buttons, nddi-

' tion of chcrr,icnl coloring in foods, etc. )o Tho Price Commissionor fought "(.i th grow-
4/ 

ing intensity- against this form of evo.sion, but1 ns uninterrupted newspaper dis• 

cussion shows, vnthout full success. His nction wns not limited to numerous wo.rn-

-------------~ 1/ ~· Fobruc.ry 16, 1941. 
2/ ~~ (19W.), I:75lo 

,, 

•, 

3/ L. !fLiksch, cp.cit., WK (1939), P• 254. Sometimes tho intre>duction of now vnrio­
tLs vto.s prohibi tud; sr.}Wnges could be produ,:od. ~nly in qunli tics sold in October 
1736 (f,.~g (1937), P• 728), 
4/ F7., Fcbruc.ry 16, 1941. --
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ings~ Any abandonment of the production of cheap lines was officially frovme~ on 
• -· • 

Abandonment following a fruitless attempt tq. get permissi~ for And ~vestigated, 
• 

a price increase was regarded 
1/ . . as evasion of the price stop order ~d treated accord-
.... 

ingly. When the milk max-gin in restaurants was fixed at 100 per cent, it was 
2/ 

stated that cessa.tion of milk dispensing would be regarded as a violation,-

Direct measures to enforce continuous production of cheap line/we~e take11 

up as early as 1937. Chocolate producers received cocoa on the understanding that a 
. . 3/ . 

high percentage, would be processed into lower grade chocolate,- The pr'ocedure was 

o3xtended as the system of allocation spread, and was considerably strengthened in 

1940 and 1941 when scarcity took more threatening forms. The cr.ina goods industry 

was ordered to concentrate on staple products and concerns had to get cartel approv-
4/ 

al of all sales contracts,- The shoe industry was compelled to d,evote some energy 
5/ .. 

to producing of cheap work shoes,- In 1941 a special commissioner supervised the 

•,se of raw materials in the textile industry with a view to a preferential treatment 

• of low quality products which, in addition, enjoyed some allocation privileges, 
. 6/ 

Certain low-cost plants are .. completely reserved to "utility" products,-
' • 

The tendency toward better quality is by no means imposed by profit-seek-
• 

ing producers on.a helpless public which in its plight looked to the Price Commis-
. . 7/ 

sioncr for protecticn. Consumers actively demand higher quality,- Standards are 

low at best, Moreover, rationing leads automo.tl.cally to the desire to get better 

quality in the face of prevailing scarcities, More attention is paid to the factor 

'1']<\f durability. The impossibility of spending monE>y income on any but rationed goods 

mnkes price a secondary considoro.tion. 
• 

-... -------------
1/ Field letter of the Price 

I 
Engelsing-Glissmo.n, op,cit,, 

2/ DV (1938), P• 2332. 

· 3/ DV (1937), P• 955• 

Commissioner, Nos. 16-39, June 29, 1938, published in 
II, A-5• 

4/ FZ, Mo.y 25, 1941. . 
'5/L. Miksch, op.oit.,· (1939),·p. 254. 
b/ FZ, April 17, 1941; April 18, 1941~ T~e Reiohs~zoi~e:·ha~ since 1941 c~~tained 
o. g~wing number of enforced stundard~zo.t~ons o.nd ?~Pl~f~oat~on-orders des~~~od 
partly to save ro.w materials o.nd partly to keep pr~oes down. . . 

7/ FZ, April 17, 191+1; DV (1938), P• 1681, 
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4. Cr~c of Customer 
' . 

Change of customers proved to be n minor technique for price ovasipn • 
• 

Since, in certain instnnces, individual customers may havo'boen treated differently 

at the basic date and since the price stop order forced the seller ~o mnintnin this 

• differcnti~ion, the exclusion of the favored customer was to be expooted. Tho sec 

of the practice was limited, since in retail trade the shop price rather than the 

• 
individual price ~s selected ns the ceiling, and since agricultural prices, cartel 

prices and some other co.tego.ries were likewise exempted from individuo.l price regu-

lo.tion. From field letters _of the Price Commissioner it appears 1 however 1 tho. t on 

some occasions concerns broke relations with customers in order to increase sales 

to others who paid higher prices, The pro.etice wns 
1/ 

officially cho.ro.cterized us an 

illegal evasion of the price stop rule;- Tho Price Commissioner also had to net 

against attempts to chango customers merely in order to obscure prices and intro-

duce elements of doubt us to "partners of equal standing" and other features by wru 
2/ 

one transo.ction differs from another in tho normal cours~ of business.- In s orne in 

stances an obligation to sol! to old customers in preference to now ones has boon 

made part of certain price decrees: scrap paper dco.lers arc forced to offer their 

supply first to old customers; they cannot refuse to contract with. tho latter at 
3/ 

fixed prices.- In 1939 u number of steel concerns restricted deliveries to tho 

State railroads because of more favorable orders of other customers. A decree of 

the Price Coimllissioner issued to t-he stool "group" (a.ssociai;ion) clearly sto.tos 

that this procedure vrus o. violation of tho price stop law, and that produc~rs in 
. 

general were required to sell to old customers in established proportior~ us long· 
. 4/ 

as no allocation regulation was issued.-
' 

---------------
1/ T. Bcdker, "Proi~ordnung und Proiswottbewerb," in WA (1938), p. \48, also 
stressed il),-'Circulo.r Ho. 37-40, Mo.y 3 1 1940; VJP ,(1940}", P• 380, 
2/ Rontrop, op,cit,, p. 103, - . 

y ~h(l937l. p. 167 •. 

!:/ ~ (1940), P• 379• 
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-5. Inclusion of Unnecessary Middlemen 
• 

Increase in tho number of middlemen and n reverse trend to exclude exist-
• 1/ . 

ing intcrmodinto stages have played roles as evasion dcyices,- .rho first tendency 

would mo.torinlize in tho presence of individual price cr..lcula.ting rules ruther than 

tlie price stop. I-t was finally kept in bounds by provisions that the ma~in fixed 
2/' • 

must bo split o.mong tho various parties,- Tho exclusion of middlemen was, in 'gcncr-
3/ 

al, welcome and in accordance with official policy.- Exclusion occa.siona.lly con-

flicted with tho policy of rigid prices in agricultural production whore, from time 
4/ 

to time 1 wa.rnings \'/ere i ssucd against "direct ma.rketing, n- i.e., sales ma.do by a. 

farmer to a finc.l consumer in ardor to avoid trade channels provided by tho agricul-

tural Esta.to, Reports of police raids on secret butter churncrs proved this prac-

~icc to be widespread. Death sentences for illegal slaughtering and sa.les ma.de out 
5/ 

side permitted channels nrc reported,-

• Whenever prices arc determined on o. cost basis, new opportuni tics must 

arise to inflate prices despite strict supervision. 
6/ 

Special "social funds" hc.ve bo· 
> 

sot up to muinta.in prices,- Selling in small quantities in order to make sevora.l 
• 

--------------- I 

l/ To Boeker, op,cit., WA (1938), P• 148. 
V For tho furniture tr~o, a docrooof Juno 11, 1940i:-RGB ·{1940), I:903o A 1940 
runondmont to tho LSO - RGB 1:1235, prohibited unjustifioa-mark-ups and commissions 
of sellers entering an _government contra.cts. Other instances: tho fixed v;holosalc 
trade margin in oo.raway seeds mus_t be shared by all wholesalers in vel vcd; g, July 
27, 1939• Coffee importers arc not permitted to sell coffee to wholosa.lers when 
buying merchandise from tho la.ttor. Gunornlly a sale of coffee back to a precedin~ 

., §tago is illegal; .VJP (1938), Docroo No. 286, P• ?83. It is forbidden to .. .:~~or a. 
mstomor to a distributor enti j;lod. to quote h:ioghor prices than tho prod'7-.cor;. VJP 
(1940) ,. P• 830. A fish importer who is also a rota~ lor is ~ot parmi ttod to add for 
retail sales tho aocustomod or fixed wholosnlo mo.rpn. A f~sh wholosnlor who sells 
n~ retail markets may merely a.dd tho rutail· trade mnrgin for such tro.nso.ctions; .EY 
(1941), P• 752o ' 
3/ A food prices not of October 29, 1937 (~ I:ll42) orders. elimination of' "unnec 
ossa.ry" middlemen. • 
4/ DV (1939) 1 pe'822 •. 
5/ Soc for i'nstanc·o th0 Now 'Yor~ Times, April 2, 19h2, and .continual '\."foNncos c 
tho Gc;mun press and' radioduring tho la.st· two years. 

6/ IIDntionod by tho Prico Connnission~r as illegal (FZ, Ma:ch, 19, 191+1) •. Frcquontl:, 
'lrvo).un-tary" social oxpunsos wore incurred merely with a ~ow_ t? attrac;t~ng Wtrkcrs; 
such expenses aro not part of 11 pormittod11 costs in LSO and s~m~la.r rules; SC>O V,Tp 

. (1940), P• 380. 
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1/ 
rolativcly higher service chv.rgcs,- or fillinG new ordo:::rs only in rnrt while supply-

2/ . 
~,-:tg oth&\". new customers, with a Vio<l to cutting di:;counts,- aro ru:-.onG pr~cticcs' 

• 
ruled illegal by tho Price Commissioner. 

• 
Tho list is-necessarily incomplete, o.s more refined t·~chniqucs of cvnsion 

3/ 
probably arc undiscovered,- Trading second-hand product~. 1 in it:;.:: 1 r. 1 C{;i tir.mto in 

tho fro.mcv!o~, of the 'price control docroc, is c. border-line cnsc. 
. 

Tho hi ehly U.'lCOn-

trollablo second-hand market is growing in ioportance, Th~ annunl sc.los vel~ for 

1940 has boon estimated to be ten tines tho nor=l. Tho r;rm·rth of loc:J.l ncwsp!l.pcr o 

vortiscmcnts of sccond-ho.nQ. goods c.nd tho spread in B~rlin rc:ci•:kntbl districts of 

tho tccViquc of pinning such o.dvcrtiscm~nts on walls wi tncs~ 

mo.rkct.- TP~ reason is only partly evasion of price ccrtrol. 

tho cxp.:.nsion of this 

In I"'-rt it is tho nn-

turo.l rcsul t of a grovting sco.rci ty of products, in part it i 5 duo to tho fo.d thnt 

second-hand textile products were not rationed. But in F::..rt it is <:v~sion of price 

regulo.tion, Prices were sometimes high,,r than for new goods 
1 

until a dccrcu estab­

lished a ceiling at 75 per cent of tho now pricc.'i/ Prices for used nutomo.bilos wei· 

estimated by official agencies, In tho O.Griculturo no.chi~o trade, the industrial 
6/ 

"Group" fixes prices for used mo.chinory.­
• 

IV • AD JUS TiiEN 'IS THROUGH Pf'T CE IllCnEASES 

Although declared policy is against price incroaaos, they o.ro possible ur 

der tho price stop rule, nnd rnny ho.vo buon allowed. Tho npproximntoly 7,000 oxcop• 

--------------- . 
1/ D. Dickor;t, Die Proisubcrvmchun~ (B~:-lin 1937), PP• 18-19. 
2/ Price Cormissioner' s administro.ti vo field letter llo. 109-27

1 
llny 29

1 
1931, in !! 

\1938), P• 457, Confirmed at the end of 1940; VJP, p, 379. 
~/Tho introduction of tax cortificntcs, which ~1939 served ns pnrtio.l payments 
for government orders and wore quoted at a discount th t k market, mo.do some · · 1 . on c s oc. 
w~nor pr~cc ru ,o c~o.s~ons possible, Sec£! (1939), p, 1665, 
4/ ~· June !~, 1941. 

5/_Tho Eccnomist,_l942, P• 259 -·decree of Jnnuo.ry 21 , 1942, RGB, 1 ;43. sooondhon~ 
r,nce;s o.ro. o/]~o.bhshcQ. at the lovol of' ceiling prices of cornpu.rtlblo now products ml 
nus doprec:z:ahon f~r roo.l wco.r nnd tear. Tho price must not be higher than 75 por 
cent of .c:rre:o~ond~~g n<iW· lrlf:rchnndiso. Ncwspnpor ndwrtiaomonta must contain pric•_ 
L•ond~~-hb:o.pcs nnce .1938 ho.vo boon di r<Jctod not to soll i tome from stock dur;nL 
t!z, f"1rnt .s~x months of usc, and after t hnt only o. t npuci fiod price so DV (1938) • 
P• 14c2. -

. J.! 'T.n> llq),()\, n. 6g.: __ _ 

• 
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tions,ncntioncd for 1940 did not include all 
• 1/ 

gulntions for specific products.- Permitted 

ch=gcs 'occurring through now pycc re­

price .incrcc.scs foll<?Vr from "lcgiti=tc 
0 

cost incrcnses, pnrticulnrly higher costs of imported rnw mnter:i.r"ls ~'ld tho usc of 

ubsti tutc s. They a. re not grnntcd ns a. mntter of course. Evidence must be offered 
2/ 

trot tho bnsis is g'enuinc; th.'l.t they nrc required despite economical m~~~oment;-

" 
thnt thoro is no conpcnsa.tion through reductions in some cost items (o.g., bettor 

utilization of plnnt cnpncity), nnd thnt continuation of work under prcvuiling price. 

r10uld ondnngcr tho firm1 s existence. As a. gonernl rule:, cost incrcnscs r.lUst be 

11 nbsorbcd. 11 This wns true oven before tho price stop. At the beginning of 1936, a. 

t;onornl incronsc in railwny rates wa.s introduced with tho provision that shii'ting of 

tho now burden must bo nvoidod nnd tha.t 
3/ 

ovary stnga of production :must carry.its ow!. 
. 4/ 

burden,- a.gnin with nn emergency cla.uso similnr to that of tho price stop decree.-

In pnrticulnr, no loss on nn indiviuunl itc:n justifies 
. 5/ 

a. price incrense i1 

th~ lo$s is offset by profits on other items.- While originally it wa.s loft to the 

producer to decide which prpduct shoultl co.rry tho inpa.ct of cost incrcnse, in a la.t• 

' 
period the Price Commissioner tried to bnr price policies through which necessa.ry oc 

yitnl products would bcnr the mnin pnrt of the burden whore o. firm wns nlso produci: 
6/ . 

1ther items.- The Wnr Economy Dccroo, npart from the clement of dnngcr to tho exis 
7/ 

once of a. fir~:~, introduced tho new clement of 11 importa..'lcc under wnr aspects."- Scnr· 

city of a. product is in itself no vo.lid reason for price incrcnso. · Po.ynent of wage 

.a.bovo tho lognl level a.nd accumulation of reserve. for oxpnnsion nrc not vnlid grour. 
> 

for pric~ incroa.sos, nl·though tho mo.jori ty of"'hppiicntions forr.terly o.ddooed those 
8/ ' 

.~rounds.- In such cnscs, during tho first sto.ge of price control t)'le accounting of 

---------------1/ Rittorsho.uscn "Dio Sto.ntliche Proispolitik," 1'1A (1940), P• 421 . -
2/ L. Miksch, "Wj.o a.rboi tot die Proisnufsicht," WK (1937), P• 313. 
J/ RGB (1936), I:26. . 
4/ Grnntod for conl, lic;ni to, g,ra.vol, stones nnd some other products 
1TKartoll Rocht," XV:59)• 
5/ DV (1937), PP• 1156 und 1252. 
c/ FZ. Fobruc.ry' 6, 1941. 
7/ FZ, Mnroh 12, 1940. 
73/ Frottmo.nn, "Kriogsproise," in VJP (1939), P• 1061. 

> 

(D.?rinkcl, 
' 



supcrti.sins agencies followed the trr.di ':ion::.l uccounti:ng po.ttcn:s of concerns o.pply-
' • ing fcr~olicf. 

1/ 
Procedure wns lo.tcr no.d~ narc uniform ulvng tho lines of LSO a&couri 

L'"'lg. 
0 

Some price increo.sos occurred uutomntico.lly. For imported oo~odities unL 

sc;nc products with n high inport rutio, there were spocio.l rcgulutisns, They cho.nG' 

frco.tly in l)fo course of tir!lo. 
. 

Tho essence is u provision through which cho.nges in 

the purcho.sing price of ~tcrio.ls could be reflected in cho.nging sules prices, with-

• 
cut, r..owcvcr '· nffc?ting the Reichsno.rk profit per unit. The procedure wns culled 

Anhmg:e!:o.lkulntion nn~ consisted ci thor in the o.ddi tion of tho price incroo.so in tho 
• 

ruw =terio.l to the previous price of th~ fina.l· product or in n decr.::o.se of tho 

=rk-up o.t tho so.ne ro.te in wr.ich tho cost increased. Th.:> two o.rc, of course, tho 

sa..':lo. 'textil.:> c.nd leather prices (=dar control before th" genero.l price stop) war< 

long subjGct to this sliding price rule. Tho nothod wo.s thoroughly disliked by tho. 

tro.de boco.usc it complicutod ostnblished accounting techniques, but it served a. use­

ful purpose in preventing un unc~~god profit ro.to to inflc.tc unduly sales prices~ 

V. TREND IN PRICE REGULATING POLICY 0 

Fro~ tho outset price control hus boon oomprohensivo in tho sensa of cove. 

ins virtuc.lly o.ll prices. In the course of tine its prc.cticc nimod nt CJvor stricto: 

centrc.lization. Administrntion bccnno, of nccessi ty 1 more complicated and tho rule 

nora and more individualized. Nnturnlly, control hns been a. hoo.vy burden en busino 

non, not oeroly because it dcprivo:i them of tho possibility of setting prices ucoor., 
. 0 . ,. , . 

ing to their onrkot opinion, but o.lso, rrDre toohnico.lly, bocnuso officiul price 

rules in ~orne industries fino.lly got beyond the gro.sp of tho uvoro.go person. From . .. 
tine to tir.>.o tho unfounded hope wc.s expressed thc.t c. 

n 

the" bucinoss= a. "lnrr;or shuro of responsibility of 

,­-----------· ---

chunr.;o in tho lnvr might ,...rnnt 2/ . <:> 

his own, n- A ono-yonr period 
• 

1/ Engol~ir.~;-Glissuruui, op.cit., p. II A 7b. ·' 

g/ Soc -tho romurks in _EY, o. mo.guzino which is the oxponont of business interests, ,, 
1938, P• 964. For fll1 oxo.mplo of coraplox prico achomo~· soo tho rules on prices l'or 

oilaooda in.Mit~oilm,gablc.tt, 1941, pp, 312-323, 
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wus c.'llowed fer industry to becone fully o.cquuinted with ·the LSO rules • .:! Da~ing; th 

first yours ·of price control, even government o.gencies us 

rules quito seriously,uccording to sto.tenent of tho Price 

buvcrs 'did not to.kc o.ll 
. 2/ 

Commissioner.- Even lo.t • 

the LSO rules were nppo.rcntly too conplico.ted for efficiency; the syston of internee 

subsidies o.nd tuxes set up in tho soup industry wo.s bc.scd originully o~ LSO profit 

o.nd loss sto.tenont. In fo.ot, tuxes wore levied simply in proportion to the snlos 
3/ 

v.olUr.lo of a. concern. Textile price rogulo.tions required enormous o.dministro.tive c 

fort. Of tho first 300 indiv.iduo.l price-fixing rules listed in u lo.w compendium (1· 
4/ 

to April 1938)._ 41 itens concern textiles. Out of tho whole confusing picture, sc 

gcnero.l trends cncrgo. 

1< Thoro wo.s a. tendency uwo.y from the gcnerc.l price stop rule towc.rds i1 

dividua.lized price regulation. This wr.s in c.grecncmt with the ba.sic idc:1 of' croo.t-

ihg a. coiling first o.nd ma.k:ing; a.djustnonts lo.ter. Adjustments consisted po.rtly in 

cho.ngos of prices gr~Jltod individuo.l concerns. Since this wns left·lo.rgcly to the 

discretion of rcgionc.l price fixing o.gcncios, there is no comprehensive da.to. on th: 
., 

, scope of such ncusuros. Partly the chango ccnsistod in the issue of c. now docroo 

constituting price cnlculo.ting rules for establishing prices a.t vnriance vd th the 

ceiling of October 1936. The nunbor of such rules is considoro.ble; prices of !:lino 

i tc:;J.s 1 il::c ro.bbi t skins or pooled a.nd unpoclcd vdllow were regula. ted by spocio.l 1<: 

. gislntiono Tho rules took in purt the fern of rcgulnr ;tnws or decrees (publishvd 
l ' • 
tho Roi~hs~csotzblo.tt o.nd Rciohs~zcigur), ui po.rt tho fern of o.dr.dnistro.tivo crJc 

• 

. nnd field letters published in u spocio.l orgo.n of tho Price Comnissionor (Eittcil-

unr~sblo.tt des Ruichskor.1r.1issnrs fUr die Prcisbildunp.;). The fern of publico.tion, h: 

over, docs not indicuto tho rco.l inportunco of tho rr.n.ttor in quosti0n. 
' 

---------------1/ Sollmnnn, op.cit., DV (1939), P• 240. 
"1./ J. Wo.gnor, "Lcistungon und Proiso boi offontlichon Auf:trugo," ~ (1938),p,736. 
")/ DV (1940). PP• 653 nnd 1672. 
4/ Mullonsicfon-Dorinkol, 11Ko.rtollrocht," P• XV 95-110. 
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This shi~t toward indiviaual price rules, however, does not mean tl:nt cr.-

' forcer.~ent has been taken out of the hands of local agencies, Nor does it imply ce'' 

sation of local price differences. i:any central price regulations provide for loon 

price differentiation, Joiark-ups in the retail textile trade varied for communities 
1/ 

with rr.ore 11r less than 10 1 000 inhabitants,-
• 

Scrap iron prices va;y" regionally; if 

' sold into another established region, the price of the ~j?ion where the product is 

actually loca~ed is valid for sales into other regions,- For purposes of price cor. 

trol, th~ country "is divided into some t-:re11:ty rye districts vd th varying prices, In 

fact, most agricultural fixed products are quoted on a regional basis, 

2, There was a trend toward;: more .specific and detailed price rules, Ac 

ii tional qun.li ties and grades were introduced frequently. Textile price regula tiel 

e.re again conspicuous in this respect, General price rules covering the whole fi0) 

were replaced by an extensive list of indi vidua.l products and classes of products, 

A number of timber prices were exempted from the price stop rule and the products­

and grades in question brought together in several ~urge lists, The number of 

' 
grades of eggs and of peeled and unpeeled willows was increased in more rcoont pri· . 

• 
regulations. Seasonal deductions and revisions were specified, Sub-classes of 

broader categories of products were established, 

3, On the other hand, the whole price control system contributed to oco· 
3/ 

nomi uniformity,- In this respect price control hns effects similar to those of 

' the crca.tiqp of cartels, ThG a.ssort!Jll'nt of output has a tendency to follow clnssi'· 

fica.tions of the price scheme, Intermediate stages disappear and concentration of 

lines ta.%cs pluce, Tho scarcity of ra.vr mo.toriols supported trds trGnd, Sometime'£. 

!'rice r<J•;.do.tion directly enforced unification, Tho multitude of automobile insur 
4/ 

a.nc0 poliei'.JS eave wo.y to a compulsory policy with uniform premiums,- A general 

1/ pr;B (1?3')) I 

"';:j "f.JP (1939) 
•·;- I I ' '' -' ·~';.; l.Jksch, 
T,j -f.JP (lJ38) 
-- I 

P• lfJ77 • . 
F• 120(,, 
op.dt.,, '!IY (1939), P• 255• 
PP• l)tJ, iTB; RGB (19)8), 11200, 
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electricity rate schedule replaced a variety of local syatoms. ~lo it does· not 
' ' 

' specify rates, it establishes tho' fonna.l framework for rate making, in which a usc 
. 1/ 

and number·of rooms.-rate is comb'incd with a base rato 1 varying with floor space 

4• ,Whorovor specific price regulations became necessary, thoro wo.s a. ten-

dency to extend tho new rules so as finally to cover every stage of production. 
' 

Leather price regulation made shoe price regulation unavoidable. While at first 

only plain leather shoos wore included, in the further course of event's prices of 
. 2/ 

fur-trimmed shoes and leather handicraft products were brought under control.- Ori-

gin~lly only selected agricultural prices were controlled, but later prices had to 

be fixed at all sto.gos in order to prevent unbalancing of tho agricultural price 
3/ 

structure.-

5• Although military products were originally subject to the same ceilin 

rule as civilian goods 1 thoro wns a tendency to treat them differently. Tho LSO 
• 

was dovi_sed on1y for projects of highly indi vidualizod character. Industry com-

plained that military order blanks containod a clause automatically referring to 

LSO without regard to the type of order, thus unjustiflably extending the scope of 

LSO. 

Since 1942 the two sectors of the economy have been governed by different 

price rules. The bulk of military orders is subject to tho revised LSO rules, with 

a "uniform" price based on the costs of an officiant concern or "group" prices 
., , 
scaled according to the cfi'iciency of. the pro.d,ucers • 

• 
This differentiation by no 

moans implies ·a diminished pressure on prices for army and navy products. Even tho 
.. 
original LSO rules woro far from easy on industry, and they tended to bocomo hardur 

Ono of tho main changes they underwent was exclusion of tho corporation tax as o. pc: , 

mittod cost ito~. During tho lo.ttor part of 1941, it \vas the decided and -expressed 

---------------1/ The rato lovol is fixed in accordance with the prinoipl\" thnt applios to cc.rtcl 
Pri.cos: cost of 001 nwrngc concern tmder. tho wn..:· \Jc.."··u:,,mJ~ dc.,.'":l:€h:1., nnd of a.n cfi'i-
oicmt concern during tho profit ~h'P po.:·•·"l• , 
2/,~ (1937) 1 P• 280. 
~· Htd.r;o""a•. nn .. cit .. ~ P .. 1,£_~.. · 
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opinion of the Price Commissioner to concentr~te price 
1/ 

reductions necessitated by 

'-the profit stop decree chiefly on military goods.-
• 

The reform does not menn a reduction in tho influence of the ,.Price Com-
• 

missioner in this fiel~. The reform is his work. Prices are fixed by n body of. 

represen"l(atives of the .A,rm:unent Ministry and the Price Colll'!\issioner •. It makes ful: 

• use of hl,s organization and acts within the limits set by his legislo.tion .. 

M~re recently, differences in pricing policy as between the two sectors 

rnve again begun· to disappear, inasmuch as in the middle of 1942 it wo.s decided 

gro.dually to apply the grtup price system to non-military products. 

6. Finally, for a while at least, there was visible a trend away from 

direct price control to profit control as a subsidiary control element. When the 

war economy decree was issued, the emphasis shifted from c0iling to "justified" 

price; reasonable profits became the standard of prices. Although the objective r· 

ma.ined price control rather than profit reduction, the approach to th0 problom~as 

shifted. The profit stop in the industrial sector took into account invested "ne­

cessary" capital, the average rate of turnover in the industry, and the d'ficicncy 

of a concern. In wholesale and retail trade, pre-war profits of a firm formed th< 

basis of comparison. Excess profits above these sto.ndurd figures - which may var~ 

between branches as well as between concerns \rithin tho same industry- were taxec 

away and wore in tho future to be used for price cuts. 

1941 the pressure on final consumer goods prices . . 

It seems that by-tho 
2/ 

was somewhat relaxed.- The 

ond r 

scar· 
~ oc ,. 

city of products made it inadvisable to incroaso idle funds by further price rcdur 

tion. In 1942, however, tho Price Corr.missionor emphasized again the necessity of 
~ . 

lower pr:i.ces in every field.- However, the semi-automatic relation between price 

• 
reduct~on and profit taxation was abandoned early in 1942. Tho tax burden was ro· 
_________ " ____ _ 

1/ Mittcilungoblo.tt dar Reichkornr:lissars (1941), p. 654. 
~~ FZ, Docombor 25, 1941. 
}/ Dif (1942), pp.j66 o.nd 797; 

• 
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,. 

d.uced 'qonsidcrably 1 the scope of the measure was limited to concerns with morP.' than 

30,000 RM, profit, excess profits were defined as those exceeding profits of the fis-
' • 

cal year of 1938 by more then 50 per cent (tak:ing into account any "extraordinary" 

fo.ctors affecting. the profit ·situation) • Half of the tax mo.y be kept by the taxpayer 

for stated expansion, or, in some instances, because of extreme hardship~ 
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B. BASIC PRINCI,PLES OF GERl.':AN PRICE P.EGULATING POLICY 

I, TF.E GERERAL PROBLEM 

The inmediuto o.im of price control wns stubilizo.tion of prices o.t tho love: 

of October. 1?36. The method differed from tho punncou of tho :tweflties, which uimed 

solely nt stabilization of price level by moo.ns of monetary policy. Ruther omphnti-

cal expression hns beon given to the view thnt tho finul uim is to osto.blish o. 11 fo.ir· 

price system, described somewhat vv.guely o.s o. system of price relo.tionships gunro.n-

toeing o. mo.ximum of econol!'.ic stability. The policy did not, in fnct, follow thc.t 

po.ttern. Price chunges which occurred were determined by more mccho.nico.l criteria., 

such o.s unc.voiduble cost increo.ses or the desire to cut profits which soe~ed execs-

sive. y general, mutuo.l price rclo.tionships wore not grco.tly upset by every indi­

viduo.l price chc.ngo, 1'\'o.r production proceeds on the bo.sis of o. system of price rol~ 

tions which wo.s, by und lo.rge, o.pproprio.to to 1936 conditions. 

If, nevortholoss, tho economic system functions quito efficiuntly, it is 
L 

due, on the one ho.nd, to the o.djustment mentioned o.nd, on the other, to tho diminisl 
• 

ing economic il!lporto.nco of prices in gencro.l. To tho extent tho.t tho rntioning of 

supply und the commo.ndooring of production displnco the directing of tho flow of 

goods, any price system becomes benro.blo, however o.bstruso. 

Tho Gorman price o.dministrntion wo.s not worried nbout tho difficulty o.l-

logod to confront n plnnnod ccono~y nt tho very moment of innugurntion, i.o., the 

' ' estnbli3hm0nt of nn initio.l price system out of nothing. 
( 

Ceilings on prio.os pro-

vo.iling imnodio.toly before tho introduction of price control offered u worknblo sol 

tion. 

True, many products nre produced not for mnrket but only on contrnct, nnd 

consequontl~r prices could not be dooreod in o.dvo.nco for n cortuin period, But this 

·;ms nq inourmountnble obstnclo. Tho tocmiquo of doo.lint; with it hns boon tremtcd . . 
in Ch.o.ptor A (II, 4b)', Finnlly, tho impossibility of adjusting prices to ovory to1 

V'rc.ry o.nd local dom·.:.nd shift, or to ovory smull quo.li ty modificntion, turnod out 



• 

' 

to bo un ~ssct, since it f~vorcd n desired tr~nd tow~rds stnnd~rdiz~tion of produc­

tion, 

II. THE ROLE OF STATISTICS 

Statistics aro ~n obvious instrument of nll planning· and ~re, of course, 

:i·c.ly used h directing German economy. In 1936 the Price Commissioner took over 
. . 
1:-1•: -:x ~-,;~dod th:.: Price Study Unit of tho llinistry of Economics, engage<]. h price -

coG~ :c.t::.lysis. Whun a price chango seo.ms necessary,. the ngency makes ~ field in-

' 'lCGtir;r:tion of the cost structure of tho industry in question, exrunining accounting 

dr.tc. of each con<)Orn in th•o most ttinuto detail, Hence the effects of any cost chong• 
1/ 

..1pon the price of tho finrll products may be determined,-: It is claimed that the 

a'.·dl!l"!:le infor=tion c.lso facilitc.tes i.r:J:nodiate ::.ppraisal of more distant ruper-

cussions of' price chm1ge, Cot;., how on increase in miners• wages would affect cost 

of production of pnpcr. Such cost studies, however, seem not to be o.s highly re-

fined ns !light be nssuncd from oi ta tions • Tho real reln tion between cost nnd output 
. 2/ . . -has hardly been studied in Gllnnany. The problc,m1 on the other hand, loses some of 

• 
its signii'ic=cc h ti:r.10s of full utilization of C'.ll resources. More sophisticated 

statistical techniques, such ~s tho use of coefficients of price el!lstici ty of de-
' . 3/ 

• r:w.nd, have; nppnron tly been restricted to exceptional hstundos if applied at all.-

III. SOCIAL COSTS 

It h:1s often been stnted tho.t n planned economy offers an opportunity to 

)cure for "social costs." Thu Gorr.10.n system certainly docs not mnke full usc of 
. 

Q • 

this opportum.t~·· N~>i th.::r tho price stop decree nor any special price regulation 

. contC\ins ~ single item cl•\ssifiablo under this heading. Corto.in cost items repro-
' 

---------------1/I.\iksch, op.cit., !!Ji. (1939), P• 250.. ' . . . • 
"':!/Soc tho sto.tr11!1cmt of OIW roproscnto.tJ.vc of tho semJ.-offJ.cJ.al Roichs-Kurntorium 
fUr ~/irtschnftlichkoit: A. i.ioior, in ~ (1939), ·P• 67 • . . . . 
3/ In n. studv of' thu Insti tut fUr KonjUnkturf'orschung, C. Boohr.l, DJ.o EJ,.nstJ.ntnt, 
'lrer dcutschc;,. GutroidormbnuflMhon (Berlin 1936), ~prossos (p. 9) tho h~po ~hnt on 
invustigntion intv tho rolo.ti.on botwoon grni~ ~rices M~ ~~oo. under c~ltJ.vC\~J.on 
WO\Ild bo 011ployud by tho prico-fixinr; authon tJ.GSo . A. SJ.I!Ult\.r :o~ark P madE\_ by 
Wugum:uin in the introduction· (P• 3)• Tho .16 ulo.stJ.oJ.ty cooffJ.CJ.<mt for ryo, the 
mo.in Gorr:l:m orop 

1 
should not 

1 
howevor, lund ~o cxcossi vc expectations· -of n ri so in 

___c_q]i:ivrd~~rl f'll~•.n d1H1 t.n ~n inOr(l~~O :iJ1 the prlCO of ryo. 
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senting what is regarded as social ~~e are sometimes suppressed. Cotton spL~ers 
< • 

' ' were not permitted to include more than the "unavoidably necessary" special sales 
1/ 

c:-::J•'n::;vs, and even these were limited.- The numerous references in price regulations 

• 
t~ "o~on.,mical n=a~;cmcnt" and "reasonable costs" are designed to set limits to pro· 

• 
<:_·';~o:l waste. Eut social costs in the proper sense of tho word. are hardly covez:cd 

' 
~:: <J.il'J ·"c:-m .. "L"l price l<Jgislation except by the decree concerning compulsory cartels, 

C:.•-,p::titiv8 ,vasto plays some part in decisions of the Price Commissioner. Cartels 

c.rc fr~\l.ucntly enforced by e;overnment action. They are supposed to introduce a 

.-:·_!-'.::tordnu::.lr: by cs;;ablishin~ rules of i:usincss conduct. Frequently thoy aro per-
• 

~ttcd to incroo.~o prices above the current level and are, at the same time, ro-

qu0sted to '~y to act us agents of industrial rationalization, It is argued that 

"chaotic" ccmpt>ti tion consti tutos a strong instance of social waste, misdirects na-

-.tional resources and prcv·~nts the eccnomic system from ro!l.ching a stable equilibriu 

A price increase that helps establish some m.;asurc of profit for tho bulk of indus-

try is rce;o.rded as not too heavy a reward for tho elimination of sue~ waste, If it 

is not a conpcnsation for social costs really incurred, it is at least a price pafd 

to prevent so~1c soci•ll costs f'rom arising. 
• 

Tho conpulsory cartel law is a creation of the Woimar Republic. It 

authorized tho Eini:;tcr of Economicp to combine industries by compulsion and to ro-

ctrict investment in such industries. It has been applied in about 100 instancos 1 

m;:_inl;r in tho poriod b-::foro full employment. In tho· c curse of time 1 tho price aspoo 
,. 

(l 
lost some, of its importance, and the• law became mainly an instrument of capital 

• 
p')licy 0 

lV, ELii!Il!ATIO!l OF 1--!H!OR HAIU\ET lliiPERFECTIONS 

, 
Tho technique of obscuring true prices, particularly those to tho finnl 

• • 
• 

C')ncurr..:;r, lthrouc;h in:J.doquatw· dvscription of goods is widespread, In tho opinion of 

o.~-ro\·.tcs of planned p!'icing, one of' its minor advanto.c"s is tho elimination of suo 
. • • •• 

---------------U :.:::1. (i:.;!_.o), P• 546. 
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ra.ct~cc:;, Certain plainly unfa~r trade practices, such as deliberate mis-:f;o,tom~r.t~ 

hich porsi:;t in :no.ny oth()rvlisc highly competitive markets due to tradition and il'l-

rtia, may be zupprosscd, 

l.:va:;urcs ho.d been te~kcn o.gainst those methods lonb b.::forc the Price Comr.ris-

'clncr began his work, They cc•r.lsistcd r..:J.inly in •Jnforcing the posting of elco.rly 

isible and uno.mbiguous price lists in bo.kory, bu-cchcr and some other food shops tmd 

o.rbcr and beauty shops. They h:.~.vc bcun cxt.::ndud to cover u t;rou:ing number of food 

r0ducts. Th0 tC'ndcncy was toYmrds strict<.r and more cor..pr0hcnci v0 rules, .frequently 

mended \lhcn new forms of evasions 1·tcro discovered, Bra::1dcd goods have come under 

·trictor rcbUlation to eliminate tho prcvailbg pro.cticc of eva.sivo references to 

Ieight and sizo. On some produt•ts the date of production must be stated. Some pro-

lucts a.rc soid at odd weights, and in addition to actual ,·;:.:ight and sales price tho 

>rice per pound must appoc.r on the la.bol. A ruling o1' tho hotel "Group Loader" cs-

Gnolishcd o. dotniled list of' breakfast i toms which guosts ~JPht expect when tho quoto 

)rico wo.s o.o is usual in Germany for "room an•i brollkfast,..- A price tag provision 
2/ • 

is po.rt of tho furni turo price rogulc.tion of Juno 1940,- no decree on price ta;;s 
• 3/ 

c\nd lists for tho whole retail tradq was issued before tho end of 1940,- Obviously 

this whole domo.in ccn be and has boon attacked in 0...'1 uncontrolled v.s well as in c. 

<>ontrollcd price system; stringent price f'ixmg simply makes it moro urgent Gincc h 

llosos oo.sy ways of ovasion. 

As in other rospocts, clu·tcls were of help hero, Rationc.l cnrtol toc.b..1dq~ 
' 

nimply p!>csupposos uniformity of price quobti'on. Machinery was thus at ha.."ld, iiorc: . 
ovor 

1 
ono group of co.rtols (Kondi ticmenlmrtc:llo) was devoted cxclusi vcly to tho ob-

joctivo of standardizing such condi tiorcs of tr:msa.ctions as tra.de discounts, pnckP.g · 

ing, tcnns of payment, etc, 
1 

nnd i'i ttud perfectly· into tho pc.ttcrn o~a govcrm:1cnt 

policy which c.imcd nt 11:ctting rid of mo.rkut imperfections', 

---------------

Occasianally the Pri cc 
\ 

" 
1/ RA, No, 138 (1937) 
"2/ RGB (191.,0) 1 I :903 o 

2./ Tho l'Ulo c;oos into 
lishod in RI':R (19M), 

1 L • 1 l'n dJ.'1'f•'r<mtintin,>: b.:.two.;;n brnnchc:s, c;re~tt cc'"'J ~ _ It is ·c. 

1:1~:55· 



;o~~s&ioncr spccdoa this process up; he. forced tho producers of ~tool cnbincts, who, 

for::lc:!"ly solei at v~rying and excessive discounts, to- roduco list prices by about 
1/ 

;:; per cent and to adjust trade discotmts "to a justified nnount. ,,.... Tho' 1938 uni-
2/ 

:icntion of automobile insurance served a sir.dlo.r purpose.-

Under this heading come, furthermore, a number of meusures uimcd ut im-
< 

1rovin~ accounting. The tendency to replace old~fnshioned truditionnl ucco~ting 

~rr,ctices wi til. up-to-dntv forms is nuch oldc:r tLl'l price control. Since the end of 

the lo.st ·;r.:-.r tro.dc nssocic...tior.s and cartels hf.:i mc.do ocnsidcruble effort to ir·.tro-

·:ucc U.'liforrd ty into rl~nbcrs' a.ccounting procodur-o; cort'l.in c:1rtc1 pra.cticcs, such 

:J.S profit :;.~olil~(; c.l:cl tho 0Stab1ishing of unif,r:-: prices f·cr rrwmbors roquircrl und 

pr'0supp~3.)d conpurc·.o1o :l~COU!!ting. A cr·Ji-oi'fi<'i:...l ne;·:ncy 0 sta.blishcd by industry 

=d sup;:orted by go·,crn::lont (the R0ichs Kuro.toriu;~ fUr 1''irtschaftlichkcit) devoted 

considoro.blo energy to stu<lyin[ this question, o.nd in 1927 the highly cartcli::od pu~· 
3/ 

p;:;r industry b•}co.mo the first to introd:.;cc a uni.forJ:t system of f:.ccounts.- Tho cs"''. 

' tablis;ns:-. t of sorrc} r.c.}a.suro of ir.c~ustr:i 'tl ~ol f-r,dmilli strati on through tho "groups" ,. 

compul~ory tr:.do r>.ssoci<et:lcn - g(.VO tn~ issuu o. new inrGtus. ·.·lhilo in gcnorul 

• • 
"Group" authority w·o.s k·cpt -.;i. thin :'l~trrow bour.ds ~ cl'>ivfly :1. ho.rrrloss sort of c!:lrto::. 

~up'"rvid::n end gcncr::cl "oduco.tionc.l" and "rcpre:sonto.ti vc" functions - and while 

tr.<OJ worG s-l;rictly iJrohibi~od from interfering v.<i th the• 11mrtrkct sector" of the CC0· 

m·ny 1 they Y/cr .. · ill rooted by law to r cvolutioni zc in<lu~tri,-.1 accounting. 

Price: c0ntr>l i tsolf con;ributed rclo. tivuly li ttl0 to tho improvom.cnt of 

accountins, e::;;ee:pt in the field of go•r0rnmcnt contracts through th0 very thprough 
( 

.. 
L30 ruler;. A nu.-:J.ber of indivi.dunl price regulations provide cost cnlculutions. 

Thc.y hurdly interfere, .however, wi oh thu uotnb1ishJd accounting ~yst~ms of' tho indi-

vidUD.l produce~-. 

• --------------
;/,DV (l'Jj1Yi P• 1166. 
c/T!P (1•))8), PP• 150 and 168. 
}I J:!,•; \: ~i'ur!'l wa:; furth((..:·od con.sidornbly by tho ::-.cti vi tice of thu Dcpartm.mt of 
"''"~ino :JC lt.cirdniotratiot.· of Cologne Uni "Mrsi ty. diroctod by Prof. sct~nnlonbach, t,hl' 

1·-'' ~;,.:-; c.•1 '.hority in the CC'.r.tpo.i~ f'or huttcr industrial nccountJ ng 3oe his De r 
1··., '-•.,.,1-~l (Loipzig 1932). ' .• - ' 



The outgrowth of the work of the "Groups" · however is 
I 11 .· 1 

.cern~ng a "1Jniform System of Accounting" published in 1937.- It .. 
a re~ulation con- · 
I 
establishes,cer-

tain general rules: double entry or its equivalent, precision, "organic" coordina-

tion of all parts of bookkeeping to supply data for statistics, cost accounting and 

planning, a detailed bre~~down of costs, systematization.and completeness of re-

cords. Moreover, it contains a master chart classified along the lines or the 
0 

Dewey-decimal system, It directs the "Groups" to adjust the chart to :the peculiari. 

ties ·of the respective industries. In most industries the "Group" acted quickly 
1 

and in 1938-39 a large number of charts were prepared, approved by the Ministry of 

Economics, obligatorily introduced by the 

for bookkeeping which, in some instances, 

"Groups" and" supplemented by directives 
. 2/ 

fill a whole volume.-

The importance of the Uniform System for price control should not be 

overestimated. It is useful in that it removes inequalities of accounting and 

creates an appropriate basis of comparison within an industry. But it does that 

merely in a formal way. It contains no valuation rules, It is a purely classifi-

eatery device and in that respect differs greatly from the LSO, It was supplementc .. 3/ 
early in 1939 by the "General Principles of Cost Accounting"- which established 

., 
. minimum requirements of cost accounting, The war prevented their early introduc-

tion into industry by the "Groups, 11 

V, EXTENSION OF PRODUCTION BEYOND THE COMPETITIVE LEVEL 

The ideal distribution of resources is attained where pro.ducts are sold 
' 

at pric<!ls proportionate 'to their marginal co'st of production. Marginal costs can 

-be defined in two ways. Bookkeeping costs may·be- divided "into two groups, accord-

ing to whether thEly vary with output or not. Or a total cost curve may be compute· 

on the basis of the number of observations of total costs at varioJ& degrees of 
• 

• 
---------------1/ Ministerialblatt fur Wirtschaft (November 1937). ~ 
"'Z/ Tho master chart is publish<:d in Ministerial blatt (November 1937). !"her;, :is ' 
survey of charts introduced up to the middle of 1939 in Bwriebswirtschaft {1_'_- I I 

pp'. 189-192 0 The matt.:Jr is discussed in Linhard, "Verbessu1>ung und v,•rdnhi'-' ~­
lichung des betri0blichon Rechnungswosons" in £ourads JahrbUcher (1939) ,pp ,27t>- )~•, 
3/ Ministerialblntt fur Wirtschnft (Jamlllry 19;>9). 
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c~pacity utili~ation. Marginal costs are then expressed as the increment of to~~l 

·~osts arising associ'ated with a small increase of production. 
• 

The second method is obviously more correct. But in only one instance 

does at attempt seem to have been made to establish such a relations~p between cost 
. 1/ . . 

.nd output for Gennan concerns.- In the cement industry marginal costs have been 

found to be a straight line throughout the full range of operations, a fact in ac-
• 

cord with observations in some Ainerican industries and one which helps explain the 
·. 

notorious instability of the German cement industry. No specific problem cf decreas 

ing ~ginal costs arises. 

There remains the question as to whether the German pro.ctice of price fix-

ing acknowledges the marginal cost principle in cost calculc. tions or, more specific-

all~~ as to whether the pertinent LSO rules or similar provisions contain elements 
~·-

which lend themselves to such on interpretation. This is not the case. Tho LSO re­

gulation e·xcludes certain items, but tho distinction between admissible and inadmis-

sable costs is very different from t~bt between marginal and price costs. First of 

all, purely financial costs ~e distincuished from costs of production. Financial 

costs are e~cluded to some extent, but this is equally truo of marginal and prime 

costs, it refers, e.g., to interest on capital borrowed to finance additional out-

put. Inadmissible wasteful expenditures may likewise be oi ther mar~nal or ovcrhec 

costs, Rational overhead costs are quito definitely a permitted cost clement. Do-

prociation allowances are limi to do'· Tho rule that thoy shall cover. real woar and 
•• " 

tear (verbrauchsbedingte V/ertminderung dor werkseig:enon Einrichtungcn) cugg6sts ~hr. 

they should vary with output, But the fact that they nrc at the same time made de•• 

p0ndont on tho 'xpected life of the'assots (orfahrungcgcmasse Lobensdauor dcr 
• 

J..nl"-c:-:m) ·is proof enough that the full value of plant and equipment may bo recov•Jr< 

o·r0r the p_ei-iod in which they arc able to work. Obsolosccncc allowances aro ino.:i-

'· F•i cciblo. 

---------------
c. 

YH.rk·3 1 Di;, Ubororgengung in dor Deutschon Zomontindustrio (Jona 19'Bl. p, ."-•17 .. 
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Tho.t thoro wo.s no intention to lot tho mo.rginO.l costs r·&le replace' the 

avef!l.ga cost principle follows, thirdly, from the cri toria established for ch!lngos 

in coiling prices. Price reductions arc enforced when profits appear unusually ~~gh 

·nd price increo.sos arc permitted when receipts do net cover lcgi time. to costs. Total 

.r. '.lts o.ro tho\ difference between toto.l receipts and toto.l costs. Tho ll)!lr~ino.l 
}ost concc·pt does not enter. Moreover, it was not the" aim of German economic policy 

I 
·Co :~1cr.::o.se no.tiono.l incomo, as in tho oo.se in tho modele conoli\Y plonjlors. The o.im 

N~~ roarmumcnt, and the economy wo.s of secando.ry interest. 

It is truo tho.t many plo.nt opor~tions are co.rried out to tho very limit of 

c,:pncity, but for very different reo. sons; physico.l co.po.ci ty r c. thor tho.n fino.ncio.l 

considoro.tions is the rco.l limiting fo.ctor. Beginning by 1937, mony o.nnuo.l corpora-

tion roports ho.vo complained that output exceeded the optimum. Each such complaint ... 
requires careful interpretation. Orton it meo.ns no mora tho.n tho.t profits did not 

increase despite incroo.sed production, because of tax increo.scs, higher social so-

curi ty contributions o.nd similar fo.ctors. Somotimos on incroo.se in depreciation in 
1/ 

~ .. oxcoss of normn.l requirements is responsible.- Sometimes decreasing profits o.re due 

to higher costs of raw m.."l.terials for which price rise&' wore gro.ntcd. Sometimes it 
. 2/ 

is u hit;hor payroll due to increased overtime which is blamed;- in itself this docs 

not point to docrco.sing physicul ro~urns. Sometimes, however, it is stated definite-
. . 3/ 

ly tho.t production ho.s gone beyond the technical optimum, indicating that the sto.ge 

ho.s boon reached whore toto.l receipts might still be in excess of toto.l costs while 
0 

~nrginal receipts were no longer covered by ~~rgino.l costs. 
, 

. 4/ 
Boco.use of high co.po.ci'ty utilizntion, profits stnyod o.t o.n unusually high 

'level.- Dcspi to complnints o.b~ut rising mnrginnl costs, o.s far o.s co.n be concluded 
_________ .,. ____ _ 
1/ Soc, e.g., thu nru1uc.l ropQrt of tho Kloccknor Carp., in J!! 
'Z/llo.rpcnor Bor1;worksgcsollschnft, in J!! (1938), p.l62, 
5/ Guto Hoffnungshuotto 1 in ~ (1938) • P• 328. . .. 
4/ ".A:ccording to tho o.vo.ilnblo statement for 1940, tho proh t 
dotoriornto but impz:ovod further" - ~~ Fobruo.ry 16, 1941 • 

• 

~\ 
(1938), P• 303. 

' si tuatiorl did not 
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from fragmento.rk evidence in =. lm_l statements ~-r u·umb;r of l'o.rgo i:orporo.tion, 
• r · 11 · 

totul profits rcmcined rather steady nt leo.st unti , 94}..- Tho main reo.~o~ ~ems' 
2/ 

'j;o lmv·:> been tho 'more fa:vora.ble distribution of overhoo.d costs over ta,tal output,-

Si1:cc rcpa.irs· md expansion are treated largely o.s current expcndi turo 1 tho post-

/ duo to war necessi tios ma.y have had some po.rt in keep· J c,_ ~:.1e1tt·· of such o:q_Jondi tures 
. . 3/ • 

i:;g: · do-r;n te.t:::.l costs,-

B\,-t published profit and loss sto.tomonts reckon depreciation fo.r in excess 

of tho tccbnico.lly nccesso.ry c.mount which the LSO o.nd tho Price CommiJEioner would ., 
I" 

-sr.nction. Thus st::o.tcmonts. presented to tho Price Commissioner would proba.bly show v ~ 
ti! evan:. bettor profit picture,- Lo.ck of opportunity to mo.intnin repo.irs and oxpo.n• 

sion o.t'tho old luvcl did not, of course, hinder the o.ccumulo.tion of depreeio.tion 

allownnces. In ord<::r to o.bsorb these funds there wo.s croo.ted o. special type of 

government bond ("Iron Sa.ving;s" for business) carrying specio.l tax privileges afte.r 

the war. .. 
Tho profit si tuo.tion varies from industry to industry, Some sections of 

he!lvy industry were in :::. 1 o s~ f:::. vora.blc position tho.n m:mufa.cturing in gonoro.l, T.,l-te; 
I 

prioo stop of 1936 had bee~ preceded by a considerably increase in uncontrolled 

prices. while a.dminist•)rod prices ho.d rison only slightly, Consequently, stool 

and coal prices had boon stabilized by tho ceiling rules on o. rcllltivoly low level, 
. . 

L..-i 1941 sales of stool ingots 11nd semi-finished stool v.ould in some instances not 

have cove rod their tot11l costs. Sinco tho Gorman stool industry is strongly inte• --------------- . 
1/ Sec, e.g. 1 NZZ 1 July 1 1 1942: · f ' 
"i/ Soc rom!lrks in tho Frnnkfurter 4~ittmg (controlled by I,G,Fo.rbon) on tho 1940 
'Fo.rbon st!ltomont, "It my be !lsswnod tho.t o. now o.nd considor!lblo so.les oxpo.nsitm 
o.gc.in a.fi'cctod costs fa.voro.bly, so tho.t not oven wo.r price policy - of tho corporn·: 
tion a.nd the o.dministro.tion - fully prevented o. dosiro.blo improvement, o.lthoug)) it , 
=y ho.ve nnrrowod its mnrg;in mo.terio.lly," {August 1, 1941), 
3/ From tho ].IJ40 o.r.nuo.l sta.tcmont of tho Stllhl voroin 1 "Extrema utiliz!ltion of o.ll . 
ccpncity duo to wo.rtimo necessities co.used o. m11torio.l incronso in ropo.ir o.nd renew-, 
o.l requirements which, iJ;l. consoquonco of tho strt\inod production <si tua.tion, could bl 
so.tisfiod_,Pnly to ·a. smll degree, . Tho mo.jor part _had to be postponod for tho t;l,:me 
boing docflito its urgency," Nouo Zurichor Zeitun,;, Uarch 11·, 1941, Tho Fro.nkfurtor 
Zr;i t;~ (Juno 16, 194~) contnins !l hst of .concerns which in_ their 1940 statorn?nts 
rvfor to no~;loct of ,ropa.ir work bcc!luso of those fo.ctors, It !lppo!lrs from no.t1ono.l 
incomo ostirn!ltos for'l941 that tho !lmounts in question wore of an order of mO.gni• 
tudo of·5 to 10 billion Ruichsmo.rk. · 
4/ (BOO next pllgO) • 
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grated vcrticc.lly, concerns I'ofm~ compensation for such losses in tiilc: moJ'o pro,f'it.., 
I . 

of rolt~g r.d.lls c.nd of their" o•:m stoel..,consuning cubs,idio.rL . v 
~le R[iocs of products 

lis si tuc. tion strongly revived the tendency tov:o.rd rc:n•3wcd vcrticnl conccntro.tion";" 

fhc Price Col!r.lissioJ•or _ncknowlodged ·that the; si tu,~tion of co!l.l o.nd stool I'rcduccrs 

<T.S unsntisfactorf, but in 1941 !ll'ld 1942 he r~~catc•dly bo.rrcd price adjustment, cit­

eng tho strategic inportunce of the products.- ..... 

VI. Bi!TATIOH OF T!-iE COitii'E TI TIVE PilOCSSS 

·.) l<s Gcncrnl Policy 

In scientific plQ~ning discussion it is often argued that co~ctition is, 

ln rcr.di ty, not in accord with textbook patterns, nnd that public control could rc-

iuce. obs0rvod discrepancies;. thus nchicvint; n stn.tc of o.ffc.irs qui to similo.r to tho.t 

)f perfect compoti tion. Gorma:! price control offers some do.tn on this question, 

idoological to.lk o.bout Lcistung:swottbow·.•rb mc.y be completely disrog!l.rded, But the 

• oolicy offers ccnspicuous cxo.mplos of o.ttc..npts to irni tate froG co:npoti tion conscious· 

1y, o.nd to o.chiovo its goc.l s bettor thQ"l could competition without intcrfcrcnco. The 
~ 

· 1opo of some nonopoloid institutions has been reduced, Cc.rtol prices !'.rc controll·~, 
. ) 

fumcrous trudo marl's ha.vo bcc·n nbolishcd, 
3/ 

So~o canned goods nrc packed under n uni-

·;crso.l label.- Co::~pulscry rcr:;istration of c.ll ne4/ricc ugrcomcnts and changes in 

,xisting agrecmunts was dcar~ed ns cnrly as 1934,- o.nd, Sll1Ce 1937, the Price Com-

:lissicnor has bQon 01~powcred to c::mcel pricu m~dntcno.nco ugrc<ments co-.oring a nun-
5/ 

~ ·er of brcndcd goods.- The :nero :mnouncomont of' tbo deere" ga·:o ri so to cuts in 
) , . 

---------------' '•/ (from pro ceding po.go) Doprocio.ticn soom~ to ho.vo been enormous in 1938. Soc the 
r~murks in WA (1938), P• 308. "It SOUI:lS certain that for quito 0. time thoro ho.s bou 
nat only lll'""fhc co. so of tho Klccckncr Corp., but in industry ll1 gonuro.l, u tendency 
~' omphnsizo strongly tho rosot•vo aspoct in depreciation policy," Wi_:th rcforcn.:o to 
pr;i.cos in tho ClUtomobilc indus~ry, soc WA (1936), P• 211: "It nust bC\strussod tha.t 
tlD whole rocovor:,: precess o.nd in t'.ddit10n tho whole depreciation policy hCls been 
bu:l t en tho dor.~ostic nutor.1obilu price policy •. " 

--·-------
1/ FZ, July 6, 1941• ' • 
'!./ So'o 1 howovor, tho footnote on pngo 46 J 

Jl DV: (1940), P• 257 • 
4/ HGB (1934) 1:121+8• 
1:1'j 73· 

'' 
lloforr.1ulr.tod in dccrco of Ncv·~mbor 2.:', 1940, ~ '(19110) '. 

•,/ nc~ ll'J'\7) J ,n'\9, 



prices fixed. by '\uch c.~;reencnts (e.g., for products of th" ch"'rnic~.l, cloctrbc.l, pc:· 

per, het::..l, textile ::tnd food ihdustries) llr.lcunting to r. tot::..l of c.bout !'J.j lOO;rnil-· 
1/ 

lion per ::mnun, 
• 

Irnitc.tion of tho oorn.pctitivc mcchunisr.1 should not bo und<.-rstood too liter 

dly. A conbino.tion of control of monopoly prices, renovo.! of -:mrf~ct rigidi tics, 

o.nd gonoro.l non-interference would ho.vc been the ::..pproprio.to instruncnt therefor; 
' 

Obviously, ~~rnc.n price control goes much farther. Price inoroo.scs such o.s under 

conpotition usuc.~ly follow o. rise in business nativity wore not permitted. Legal 

rises we're restricted to instances of "justified" cost inoroo.sos, sr.w.ll in size, 

~inoe successful price control is in i tsolf o. fnotor li!:li ting cost incroo.scs, and'-. 

since quite o. nuv.bcr of cost incrcnsos wore clo.ssifiod ns inporniszibloo Under no 
2/ 

circunstancos 'NUS rising scarcity regarded ns n~oason for price increases.- Tho 

nor=l function of prices - to li.r.li t dG!:lalld to tho avr.ilc.blc supply - was disrogc.rc 

as soon as tr.e ceiling, or its substi tutc, wns reached. The nl to rna ti vo wns ro. ti01 

ing. The "speculative" eloncnt in price fomntion was suppressed. Comodity ox-

ch=gcs disuppeo.red, "expectations"· hnvo no plo.ce in tho systCJm as far as prices 

o.re concerned, except i.~ the ir.1probab1o event of c.n nnticipated oversupply. Tho 
• 

role of (;Xpectation wo.s reduced to deter!:lining output progrrun and volume at given 

p!"icos. Only within thc;se limits can there o.rise the question of how thu fair pltty 

of conpeti tion wo.s ini tutod in tho pro.ctice of Gorman price control. 

b) Voluntary Price Reductions 

A p!"ice ceiling ne;ttns corrtxol of' prices in ono direction only, Price f.'C· 
0 

ductions nrc ztill possi b1c and nuch desired, Th<oro was never much illusion il'l. th· 

' Gupc rv:i.sing o.guncy c.s to tho role of p!"i co roduc tion enforced by plny of co1npoti ti' 
3/ 

forcr;5 in o.n,Aconor.1y nonring the point of ::1!\ximum pl~nt utilization.- Thvro wero 
4/ 

co-cc.lF:d "volunl;~.ry" price reductions.- But from thCl outside onb cannot judg;o to 
' 

' ---------------1/ L:\ .. 11-::nGiofc,n-!JorinJ:;nl 1 op. cit,, XVs85. 
~/ Z·;~ rvr.w,rl~G of thn. D•cput-y Price Ccnr.tissionor in VJP (1939), p, 306. Tho now 
I-.ri~(J C•Jrrc':li.Gcion<;r e;xprosscd similo.r views in 191;.2.- · " 
~/ F'?-, F· bru<:try 16, 1941. 
T;j T:r o.!uninur.11 CCCI VJ_P __ (l?37), P• 4J,O; for bulbs, sec p, 5.3L~: for mutnls, soo 



what extent the Price Conmissioner may have had a hand in the matter. On the whole, 

the fine differentiation among "voluntary,""suggested" and 11 decreeq,11 price cuts ap-
. ' 

! . 
pears"rather unrealistic. It seems that the 1937 reduction of fi're- insurance•pre-

mi urns was t~j result of real competition without interference by ~he price regulat­

ing agency. But such cases. are exceptional. For a whil~, a strong obstacle to 

' 
price reduction o:Jxisted in the prevailjng uncertainty as to whether the revised pri 

was a new ceiling or whether prices migl.t be increased to the -level of October 1936 

in the event of some new. change in the market situation. The final desi sion favorec 

\'llconditional upward revision. This was reversed after the outbreak of ·war; there-

after prices once reduced were regarded as constituting ne''' ceilings, - ~ . 
and reversals 

were permitted only in ca~es of further downward changes.-

· The :i.ncontive to increased production effort attributed to rising prices 

cannot function in this setup. The usual answer given in German literature is that 

profits rather than prices are the determining factor. They originate in decreasine 

costs with better'social effects than in price increases. The freezing of market 
? 3/ 

conditions, it is claimed,- permits businessmen to concen~rate fully on the produc-

,tion aspect and to contribute more than before to the efficiency of the economy. 

c) Enforced Price Cuts 

Most price reductions admittedly originated in the office of the Price Co. 

missioner. It was declared policy to reduce prices wherever possible, and the war 

economy decree put in logal terms a tcnc.tency which, from the outset, was dominant i1 
l 

the Price Commissioner. Although tho list of price reductions is quite improssi ve; 
• it shou~d bo kopt in mind that the price indiiJb nevertheless slowly rose, Price in-

creases remained either more numerous or weighed moro heavily than reductions. Both 

pre-war practice and wartime interpretation of the now legislation used excessive 

profits as criterion of price reductions. Profits were generally I-'(gardcd as tho 

---------~-----1/ Soe rovlews of the annual statements of tho. G~rlinginsuranc·e Co.,in ~ (1936), F• 
~51 ;tho Rhoini scho Feuer Versicherungsanstnl t, :1 b:td, ,p ·~52,and the Colmn;!\ Insur<illN: 

Carr•• 1 ibid.., P• 255• J 
2/: t•:\, Fol>ri1ary: 16, 1941. . . 11 • • • ~ • 

)/".!.'Bonte, "Fuhrungswirtsohaft und Personhohk(ll t, :u: VJP (1939), P• ?78• 
4/ A 1:urvuy of th1; first yoc~r is found in tho 1!iochenbench~'' of tho Insh .:uL> fe-r 
.,. ·· .lc:....ful!i.'.;J\I'Ch. Fovcmb0r 3, 19~'1, P• 251. 



\ 
"reserve" out 'of o;vlUch further price cuts could be financed, The decision as to how 

I 
to distribute reductions in total savings among a variety of items sold by one con-

cern - all-round price cu~s versus substantial cuts in prices of selected corr.modi-

ties - was originally left to the concern. Later the Price Comnis~fonor gave prof-.r 

~nee to necessities and, still later when the scarcity of consumc:rr goods assum~d • 

greater dimertsions, military goods had first call on price reductions, To be suro, 

real price reductions were not equivalEOnt to those which porfGct competition theore­

tically would effect, They were sporadic, arbitrary, probably som•jtimcs clumsy in 

si zo and timing. But advocates of non-intcrferenco under conditions of cor.1pleto rr.tJJ•~ 

et flexibility would have little ground for objections to th~ general ton4ency on 

this one point. 

l~ A full appraisal of this aspect of German price policy, as of all others, 

faces the difficulty that the facts observed do not cover a full business cycle, l! 

a~ period of decreasing prices, tho Price Commissioner probably would not have foL-

lowed the liberal pattern, The Nazis would argue that business recession could be 

• 
avoided by other control devices at their disposal, and that thus the problem would 

• 
not arise. Their policy in tho first years after 1933 dcrmonstratos faith in infla-

tion as a form of combating depression. 

d) T~an~~sr of fnvin~s - ----~ 

It is tho social function of free competition continuously to undermine 

< 
ths perpetuation of differential rents, The • • Price Commissioner acted accordingly" 

1/ ~ 
whe-:1, in 1937 1 he reduced aluminum, pulp and cellulose fibre prices.- IIcr.:J tocl'mi• 

cn.:i. c;rogress had produced no·.t savinc;s. Ho carried matters one stop furth•.lr by at!., 

t ·'· ·•.::; to havg/tho saving transferred through o.ll stt~t;os to tho final consumer. Wh~;J 
-···· ~ -----------
1/ .-'!'J colluloso fibre cui;, was J:IOdorato - frorn RM 1,60 to RM 1.45 .(Aucu~t 1937). It 

.r.:. ·· Lo compo.rod with the reduction from RM 3,50 to BM 2 0 70 in Aur.:ust 1 1935 0.:1d to 
· !:. : ; ,(.fJ .in 1936, before tho of fico of tho Price Commisoionor was created, Tho t t 1 

~L · tion in this industry was cxcoptienal ia indico.tod by tho 1936 prof'i t and loc.> 
M'J ''"t c.f' thu 3pinnf'u6or A.G,, which showed a profit of 1.3 million on 10.5 mil• 
li<,n !'c.\ shar'u ca. pi ta.l',· o.ftor duprocia tion of 4 million Rll'i and one miilion RM f'c,l' 
c;. ,~i<o.l ro G<;;rvu, SpinnfuGcr war. then tho only producer apo.rt from I.G. Fo.rbon 
1 :. L, l.ue':'>t t 2'";1, 1 '))7) • 
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::tlumin~~ricos were reduced, tho price of radio tubes was cut by nri cquivo.len~ 

.ill!.ountll- and it we.s stressed that tho procedure was ill the nature of general polio~'• 
1:.ras 

Part of this/propaganda, since even considero.blu price reductions in pri:mnry stages· 

Jf production usually runount to little in the value· of tho·final product. In indus-

trios where spcciul price co.lculating 'rules based on real purchase prices of ro.w rna.-

terial had beon introduc~d, price reductions were transferred automatically. In ord 
' 

to give tho. transfer greater impetus, tho amount involved was in m::my hista."lces con-

0ntrated on a few products: savings gained by reductions in radio dealers' mnrgins 

woro supposed to effect reductions only in the cheap radio lines and surplus brewery 

profits wore to prevent an otherwise unavoidable price increc.se in rye flour, etc. 

e) Reduction of Cartel Prices 

The ntti tude of thJ Price Comuissionor towards cartel pricing - again in o 

·pQriod of rising business activity- docs not differ materially from traditional li-

bor,al views. Cartels have been incorporated L"lto tho now system. Opposition to the 

from the radical wing of tho Po.rty wc.s quickly repressed. Functional division of lr 

' bor botv;oen "Groups" and cartels within r.n industry was worked out; to the ca.rtQls 

was reserved exclusively tho pric.o and market side of oco.nomic activities. Among 

other things, "Groups" wore cho.rgod with "controlling" cartels, o. sort of thinly di' 

guj s0d co.rtol sc·c f-control. Tho price stop decree took tho power to establish pric 

out of tho hands. of the cartels and put ... their experience and price-fixing machinery 

o.t tho disposal.of tho Price Commissioner. 

, Cartel price policy has rwvor boon 1miform and docs not adhere strictly t· 

th·: •lupposed system of keeping prices at tho level of tho cost of the· least ofi'icio' 
' 

D"'" · .-.r. Over periods of time con~idura.tions of price stability entered stron;ly 0:.1· 

tr.· ,'.esire not to disturb public opinion plnyod a. part. A compromis.v, ho.d to be feu. 

bt~L·' can the into;ests of tho more efficient concerns, whc· could cnrry on rrl thont c:1 

tol protection, and tho others who relied on thoir potontio.l nuis:mco 
' - . 2/ >' 

v;:tluo ns out-

sid.rlrs. on tho whole, oo.rtol pricing policy wns not ovor-sul;>tle.- Pricus wcro nfL~ 

---------------



turc,lly higher thnn under free compcti tion at tho sumo lovol of tochnicr.l cffici·x­
\ . . 

cy. C~rtols claim some suporiofi ty in this last. respect which would off sot th•tir 

pn.cticcs of raising prices. Thoro arc instances of co.rtel prices determined b:r 

the cost of the highest cost member. In some brunches cf chino. coeds, the: muthod i 
1/ - . k:no·;.n to have been in usc for o. long period. Averaging or costs prevailed in oth., 

2/ . . ' 
cc.sos, v.i th duo considero.tion for less officier.t. members.- Subsidie::: were somctim' • 

pc.id to margiflo.l cartel members, more frequently in tho form of o. purchas~ of their 
3 

"quote." thon by profit sharing. Rofcronco wc.s rno.do o.bovo to "cost conputing: ctlrtc'I 

which used. to fix standard prices on tho busis of o. cost u·.rornging process o.nd per-

rotted lower cost-members to deviate from that sto.ndo.rd c.ftcr submitting proof of 

costs. 

Whatever the price setting rules of cartels wore 1 tho price stop. decree 

fir:::t froze all existing uniform prices at tho reference du.to level. Luter tho 

PriP-e Co~ssioner reduced certain cartel prices, including several (but not a.ll) 
4/ 

coc.l prices,- c.nd after tho wa.r economy decree tho principles of cartel price doter 

rninc.tion wore fundamentally altered. Ca.rtcl prices arc now supposed to be bused or 

the costs of a concern of "a;erago efficiency" (rni ttolf.Utor Betriob) 1 a notion 

po· •':";y close to Mc.rshall's 11roprcsontative firm." It is o.n arithmetic o.bstraction, 
I 

t!1o c.voro.ge cost _of working concerns, excluding those declared to be sub-marginal; 

The fc.tc of' concerns with J:>ighor costs depends on tho concreto situation. For a 

while, they rn::.y continuo on reserves or by postponing repairs. "Tho moasuros to b 

tc.k<m a,;c.inst a.n un·~conomica.l coneorn - closing down, merger, subsidy- will bo do· 
' ' 

(' 

cidod on in tho individual caso by 
6/ 

tho authorities," tho Deputy Price Cormnfssionor 
" 

p0ints out.- Tho mechanism is not qui to tho so.mo ns cor:1poti ti vo prico formation, 

c-rvn if one o·.rorlooks nll differences arising from tho ch:mgo of costs at vrtrious 

--------------1/ '!/. Troor:~wl, Y.arl;olle in dor dout2chon Goschirr- und Luxusporzolf~industric 
TLna. 1')26}., pp:--'JTI and 1)1. , 
2/ Th•c c tool industr;r is un oxo.mplo; soo A. Klotzbach, Dar Ro hoioonvorb~d 
T::,·;:s',1l<lr~rf 1926), P• 2?3• 
~~ :;c;•c. P• 12. o.bovo. ·, 
'"C/ f.Jf- (1')~7), P• 142.: 
~/ffi•;~mr,nr,, "Y.riue;cproiso," in V.JP (1939) 1 P• 106o. 
T/ 1,, _ .,r,t., 



levels of plant utilizo.tion, Tho cost o.vcro. f th b tt 1 · • · go o o c or c o.~s 9f concern is not 

' 
nocosso.rily identical with the mnrginnl costs of u competitive system in ind).lstry. 

Moreover, for tho snke or uniformity of cnrtcl prices, which mukc~ price control 

oo.sy and hnndy, ,so._vings o.rising in one con corn o.rc di stributod over tho whole indus-

tz:y instoo.d of boi~g used for n substantinl price cut on the goods of tho concern 

in which they originnte, But by nnd lnrgo the mutter brings co.rtol prices more in 

agreement with tho competitive idoo.l tho.n the former practice, 

Tho profit stop decree went ono step further, Costs of' o.n efficient con-

,cern (g:utor Botriob) were substi tutcd for costs of nn nverngo concern, Tho price 

includes o.n 11 officiency premium" for low-cost producers, This so.fety =rgin pre-

vents medi~~cost producers from being o.utomnticnlly driven out of business beco.uze 

of losses, Under corto.in conditions, tho principle of price uniformity - tho cor-

norstono of cnrtol price policy - ho.s boon nbondoned in fo:ror of "group" prices, 

L9ss officiant concerns nrc permittqd to oho.rgo o. higher price o.t tho risk of being 

- -
neglected to some dogroo when it comes to orders o.nd the o.llooo.tion of lo.bor and 

1/ 
·'raw rna torio.l so-

On four occasions, o.t loo.st, tho Price Commi~sionor tried to force cartel 

prices down, Tho notion in 1937 wo.s o.lroo.dy mentioned,· In 1940 o. decree wo.s intrc 
2/ 

duced- to mo.ko futuro price agreements o.nd oho.ngos of existing o.greements depcndeni 

on tho consent of tho Price Commissioner, It covers both o.groomonts of tho cartel 

typo o.nd roso.lo prioo-mo.intono.nco contracts, Within the fro.mowork of tho profit 

~top do~roo of 1941, co.rtols woro o.go.in subjoq~od to spocidl troo.tmont. In order 

to preserve prico uniformity, they wero oxomptod from general profit stop regula.-

tions, which co.lled for individuo.l price adjustments of ouch concern on tho basis 

of profits, Instead, cartels woro nskod to subrni t to the Price Com~ssioner pro-

• ---------------1/ NZZ, August 12, 1942. Actually very fow cartels mo.do uso of this possibility 
'Untiltho ond of 1942. · 

. 2/ RGB (1940), I;l573• Sco also~ (19hl), P• 286, 
d:o.r"Proisbindungon," in£! (1941), PP• 656-66o~ Tho 
ing legislation which goes bo.clc to 1934 o.nd 19;>5. 

and w. Schutz, "Ncurq;<;:;tuns 
decree consolidates tlw '';dst-.' 
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posals for indu~try-wido price roductions. A new o.ttnck was opened on cartels by r. 
' (I • 

~ccrcc of July 1942, which throatoned with tho expiration of their contracts such 

cartels as. failed to roduco prices by the end of the yonr. Isolated p~co rcduc-

tions nrc known to have como about as n result of each of those four actions, But 
. 1/ 

the largo scale effect which wa.s sought seems net to have boon r~nlizod,- end tho 
• 

• 

potential ~luc of the decrees seems greater than the real. Price chc.nged loss thru 

tho sequence of decrees would suggest. This is true net only of cartel prices, but 

of others a.s well. 

It is ronnrknble how rnony single components of the official wholesale .. 
price index (if the agricultural sector is excluded) ron~incd virtually st~blo. 

1'\irtscha.ft 1md Stntistik carries a r.10nthly list of wholesale orico quotations. Do-. . 
twee.n ;-lovombcr 1936 (institution of the. price stop) and February 1941 (tho latest 

a•o.ila.blc data.) its composition underwent SQIDO changes attributable pertly to tho 

disappearance of n number of items from tho mnrkut, partly to tho inclusion of sub-
0 

stitutcs, partly to en alteration in quotations (change of qualities; shift in ba.s-

ing points, etc.). The list of non-agricultural products as of November 1936 con., 

te.ins 111 items, the later liot eighty-five, of which nineteen nrc now or c.lterod; 

of tho sixty-six items which nrc directly compnrublo, twenty-nino were unchanr;ed 

over tho wholo period under observntion, among thorn soma stool, cement and coal 

prices, all quito ·ntnlo Every stool product price wus stable. A list of prices 
. 2/ 

of some fifty products- at tho beginning of' 1941 corresponds i ton by i ton to tho.t ________ .. ____ _ 
1/ Th~ !:'.ain victim of the uction of' i942 sooms to ho.vo boon tho cloctricr.~ industr> 
which supposedly sacrificed 11 sovoro.l hundred million" RM through price roductians. 
2/ Puulishod monthly in StQhl und Eisen. It should be added, however, thnt tho bnr 
Tng point systum was slightly 1:1odif'iucl on October 11 1940. In order to r.llovio.to · 
tho burdun of thro steel consumer in ea.otcrn districts, tho maximum froicht nddi tion 
t0 the basic p"ricu wns lir3i ted to 2) Rlli per ton, As cor.tponsation for subsequent 
losovs, o.n o.ll-round "special grntif'icntion11 nddi tion to basinc; prices wno pernittL 
S•oo 'f.JP, llovumbor 5, 1940., p. 945. Toot steel pricos romt1.inod un(!)hangcd until 1942 
i3 cW"J'irmod by stO.tcnunts in tho }!ZZ of July 14, 19L12. Only if costs ho.d rison s<• 

, o.a to ::l"d.{t tho cost lcvol €Jf tho efficient concern in 1941 and tho avorne;o concern 
(,in 1~39 c.:r.nctly to toot of tho mnre;im~l concern in 1936/1937 could tho vnrious pric 
~rulr;c b·:J said to hnvg, been observed at loast formally. In Auguot 1942 it was dc­
TJ ·;·cdi thnt cr,r~u, but not all, ctoLl claino.nt ugoncios (Kontinr.enttra·r~ur) hnd ttl pc.y 
T,/ Tp"r r-rcwcium r,f PJ.. 6.50 por tun on lict prices. Thus thuro uxists in thu stoul 
C:! 1 • 1 .,::~r:/ tL ·luc·.l priau syatom. l!owvvor 1 prices arc scnlud not nccordinc; to the of-



4i" 

of November 1936. 
• • 

Tho "group" price system for military orders is but one applico.tioh of 

this purified cartel price principle. First of o.ll, instead of individuc.l coiling 

prices it oruate's o. sot of nationwide unii'orn prices. Secondly, it tends to o.bolisr 

surplus profits sirice each concern is made a member of a price group \'thich lca.'TCS it 

only a gro.ssly reduced profit. In o.ddi tion, it embodies incenti vos fo:r; a concern tc 

seck to enter a lower cost group. Thus the set-up contains all the dynrunic advan-

tages attributed to competitive efficiency. Cartel price formation nnd group price 

Ton~o.tion are substantially glcichgeschaltct, nnd the only question remaining to be 

answered is \'thether the price pressure has net been overdone, The number of pcrr.d t .. 
groups is usuo.lly very small and the whole set up tends to !.)ave tho =jeri ty of co; 

corns in danger o.s long as the "efficiency premium" for the best concerns is SL'lall 
').J 

and tho number of efficiency groups is o.s limited ClS at present. 

f) Provisions to Replace Actual by 11Roasono.blc" Costs 

For obvious reasons thoro is o. strong disinclination to go bo.ck to costs 

as a price determining factor. It is often uno.voido.bls if comparo.blc prices nrc 1ll 

nvnilablo or if coiling prices of n fnr-o.wo.y period begin losing their contc.ct wit! 

reality. In such instances .attempts nrc often made to substitute bulk line costs, 

rcnsono.blo costs, costsof the representative concern, or o.ctuo.l costs. A list of 

devices in this field - by no moons exhnusti vc o.nd pro vi din[; only one or two exam-

~·lOs in ouch group - must include tho follow~n.g items: 
" 

1. In some co.sos nctunl costs wore parmi ttod without further o.djustnsnt, 

·In tho first textile price regulations r.ctual costs increases in ro.w mo.tcrio.ls were 

supposed to be nutomaticnlly reflected in commonsurntoly highor prices of the pro-

duct. • 

2. As stated above, cartel price regulations rofor to costs nf tho c0n-

'· ·Under the profit stop rules, tho basis 1ms shifted corn with nvcrngo officioncy. . , 
" 

to on efficient concern. The officioncy clauso plays o. growinrc: rclu in Gori:~o.n 



price regulation. The profit stop of 1941 dctcnninos npproprinto prices of,oach in­

• 
diviJ.udl producer vri th the help of 11ba.sic" profits, 

' 
They n re n conbinn tion of in-

• 
tcrost op "necessary" capital a.nd a perccntngo of a.nnunl sa.los, differentiated ~c! 

cording to the ra.te of ca.pita.l turnover in oo.ch industry, These 11bnsic 11, ea.rnincs 

~pply only to concerns with a.verngo efficiency, High cost producers nust be sntis-

fied with s=ller earning rntes, whilo low cost concerns aro rewr.rded by o.ddi tions 
• 

to the basic'rnte, The efficiency gra.do and tho size of a.dditions and deductions is 

fixed by negotiations between tho concern and tho Price Co~issioner. Ccncorns nrc 

agnin classified by efficiency groups in the decroo of Fobrua.ry 1942 on prices for 

govcrnnont contracts which repla.ced the old LSO regula.tions. Tho rule of nvcrnr,ing 
• 

indi vidunl bids wns originally rccor;nizod o.s ono of the most progrossi vo dcta.ils ir. 

tho setup covering the sector of gpvernmont orders. According to o. stntoncnt in the 
1/ . 

~F.;;.·r..;.r'..Il;;;;v.;;;;' -;,;;fu.,;;;;r...;t..;.c.;;.r....::Z:...:o.;;.i:...:t:...:un=g, it wa. s, howovo r, utili zed hc.rdly o.nywhore "; This n dr.ri ~ siun is 

rev.nrko.ble, sir;nifying lnck of conformity between tho text of GoiT.lllil price control . 

lnws a.nd ocononio rea.li ty. 
0 

3• Granting price increc.sos wa.s from tho beginning nndo dependent on cco· 

ncr.dca.l na.na.gement, The LSO rules a.nd rolntcd rules a.pply to finns observing stan~ 

da.rds of economical mana.cc=.•t; they order profit deductions in cnsos of incfficicn· 

cy. The wnr cc~nomy decree pcr!:rl. ts price reductions bulow any coilinr; pricu whcn a.· 

tur.l costs, ns ncnsurod by "stc.nda.rds of ocononica.l mana.gCI:~unt," a.ppcnr unjustifi-:-

a.blo. Only legc.l ro.tos c.re a.d!:rl.ssiblo ns wn[',e ra.tos in building; contracts, a.nd tho 

producti 7i ty of la.bcr must moot certain obj ucti vo sta.nda.rds lnid dol"m by the Reich 

Comr.-ti ttee for La.bor Studies, 
I) 

v 

4. lAnny rules limit sinJile cost olcmvnts, As early ns 1935 inclusiol'l of 
2/ 

tho cotlpulsory induntrinl export levy in costs of production wns forbidU.en.-

The LSO restricts doprocio.tion to well-defined "nocossc.ry" n!:lOunts, nnd pcrro ts in-

"ronsonnbl.o" cxpvndi turos for/a tun t foon 1 publicity costs 1 couni s-
3 . 

clu::ir:.n vf only 

cr cha.ritnblo contributions.- Construction prtco rur;ulutions con-

1/ r?.', J:c-/0r<bor 12, 1'941. ~ 
'l ~/-:T.u rulirq· vm.n issu•Jd lonr; before: the r,rico stop ducrce; soa· En~olsin(, II, 11, 
fi":·}: L·~tt·~r-·li0,rll2,(1')35)?~ th" Price Connisuionor, who wr,s thun in chnr,;,o. 
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~~~ ~ list of permissible depreciation rates for machinery rurrd equipment usod'in 

"he construction industry. They keep margins for overhand costs within "fair'" linits 
- ' 

·o be fixed by the authorities. Cotton spinners were allowed to. include special 

;elling· costs, ruriounting to no more thrurr five per cent of the fina.l price if "neces-
1/ 

d'y nnd recorded.''" 

5• Many price regulations conta.in maximum mark-ups. They a ro usua.lly dif-

foren tia to d. The coffee importers' mo.rgin in 1938 wns 10 per cent for Colombic.n cof-

foe o.nd 12 per cent fo,r nll other kinds. Sho.ring of profits with the subseq.tent 
2/ > 

economic sto.ge wo.s forbidden.- In 1940 mo.ximum mark-ups for furniture wholesalers 

vore fixed at 25 per cent for plain and 30 per cent for vnrnishod furniture. The 

nest elnboro.to scheme of this kind is contained in tho textile retail price rcguln-

~ion of 1939; lists comprising some fifteen groups of textile goods constituted an 
3/ 

~ppondix of the decree, with ma.ximum martins for a large number of indi\~dua.l itoms7 

rhoy ranged from 25 to about 100 per cent,,nnd w~re in nccordo.nco with the rea.l 

p_ricing po:.icy of thu industry, higher for high cost products tho.n for che::>.p goods. 

A more individual technique consisted in fixing the maximum margin on the 

basis of tho real margin of o. former period. .This is the essence of tho avero.go 

orofit method of nn EPT ns used in tho profit stoprogulo.tion for wholosa.le o.nd ro-
- 4/ 
~il tro.do.- In 1940, wholesale tro.do margins in the textile 

5/ 
industry wore det.:,-r-

ninod o.ccording to tho same principle.- They wore for every concern iden tica.l wit·~ 

tty~ valid in tho first eight months of tho p:; ~cocl.ing years for equivalent pro duo be 
., ·-._.J 

1'hoy' word slashed in a number of instances by o. new decree nbout a yeo.r later. 

6. Some mo.ximum trade margins nrc fixed not· r.wroly ns o. porccn tago but 

o.lso in terms of roichmo.rks. In 1939 silk inportors wore penni ttod to· o.dd no !:l.Oro 

---------------y ~ (1940), P• 546. 

'?-lvJP (1938), Docroo Nco 286. 
)/ 1\GB (1938) 1 I: 877 • 
t/ FZ, July 27 1 1941• 
5/RGB (1940), Ir981. --=----
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• 
to thc"ir cost-s per kilogr::.m of so.lcs tho.n the s~.nc O.C~CU!1t in ?j.: which th~y ~--:.d r·c-' . . . • 1/ 
ccivcd· ?ll th2 o.vero.:;o from sir:ri.lo.r so.los between Jc.nua.ry o.nd Scpt.:·nbcr, 1936,-• "' 

''llwlcso.lcrs of co.ri:wro.y seed wore to o.dd to their purcho.so price 1 in o.ddi tjon to 

fr~i:;ht, no ::tore th!;l!l fifteen R1! 1 v:hilo the retc.ilcr could ncid c. 

csnt to the purchc.se price, sc.los prices to bo no hit;hor thl:'.n ru.; 

!:l."..Xinum ol' 30 p~J 

1,20 per pound,-
• 

• 

In ~- g:r.crc.l' wn.y 1 tho J,nht.n;:;ckc.lkulo. tion of tho co.rly textile price. r.:::,;ulc. ticn boil: 

:1.c;·m to the so.nc principle, 

~} Tho Risk Fc.ctor 

UnC.cr tho price stop, no spocic.l trco.tr..:>nt of the oloncnt of risk wns ro ... 
• 

quirod, since tho ceil in.; wo.s detcrr:ri.ncd by tho reference de. to r:lc.rk.ct pri co ro. thJr 

thc...Tl by tho o.dclition of co:>st ol"r~cn~s of c. concurn, 1lo insto.l'lCe is knov.n outside 

';he insuronco businuss in which, under the C!:lcrr,cncy clo.uso c•f the price stc'P crdcr 

c. price incroo.so wo.s pcrr.li ttcd bcco.usc of incrcr.sed risk, Risk is cm0 of tho profi 

factors pcrr:ri.ttod by tho LSO, But only goncro.l risk o.risin,:; fron ~. chc.nr;u in dur:l,-u-. 

condition is noo.nt, Spccia.l risks cov•;rod by insurc.nco (or by 11 svlf-insuro.ncc") 

o.rc c.d..-:rl. ttcd cost i tens 1 
11 oxtro.crdinur;;" risk nddi tic-ns need sp(;cic.l :::.rprovc.l, In 

tho opinion of the l'rice Co::nissionvr 1 "cvnurc.l" rink is loss tho.n in n froo !:'.n.rket 

syztcn, since Stc.tc c.ctivitics guc.rnntc·3, con.tinuous. full .;.;nployllOilt of resources :m 
3/ . 

orders fron public o.goncics clininnto :-.11 "porsono.l" risk,- This justification r..'>:r 

bo dubious: conplo.ints a.ro frequent \"lith .rcgc.rd to slow p~ynont ha.bit:; .of govern-

ncr.t :::.scncios, nnd the method of pc.yncnt durine; one pho.se of tho second Four Yenr .c . 
Plnn- 40 por cent i.n bonds (tcl:x ccftifico.tus), with a. varinblc stock na.rv4t pr\c': 

,, 
certainly introC.uccd n now risk olcncnt •. But such str.tenonts a.ro a.s o;ood ns 1m·1, 

Go•1crnncn t ardors were 1 in fnct 1 frequc:ntly tied up v:i th 14~-torn snlo s t;unrr.n t(.c · 

c:J,d to tt:is extent nnrkot risk vms unuQubtc<lly dininishcd.- · 

. ' 5/ 
Tho Wo.r oconony decree wcmt still further.- Vlo.r risk is ncknrwllodc;od 

• 

---------------
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nd~hur. in gonoro.l nor for such special episodes a.s destruction by the eneny r:or for 

such wiJer risks as nay arise fran the necessity of readjusting production aftc;r tho 

1qar. The offico of tho Price Cor.Jr.lissionor even suggested tha.t tho wa.r ha.d ruducod 

risks c.f a loss cf plant utilize:.tion and that "individual co.sos would ha.vc to be 

invosi;igatod to dotorr:ri.no whothor convorsi:n to war economy ha.s net considerably di-
1/ 

r:ri.nishcd business risk.',-

ln conputing justified rent, it was tho practice of price controlling' 

t\(".cncics not tc ackncwlodgo risk iter.tS associated with the event of non-po.ynent of 
2/ 

hnt.-

Vll. FLEXIBILITY 

1. Price Pclicy :.s c. liloo.ns of lnfluoncin,; Consunor Dor.m.nd 

Flexibility is understood t<> be tho a.bility to fix prices ,-,i.tho,lt boil1g 

restricted by tho cost-price principle or other lir.ti. tntious of price forna.tion 

chnrnctoristic of a. froo narkot. Just c.s n d.opt\rtru-mt store is ublc to charge 

prices for individual products regardless of costs, ne long a.s tota.l costs a.re co-

vorcd by tota.l receipts, a. controlled oconuny would be free t;, set prices in depend-

\IDtly of indi vidur.l costs ns long a.s totc.l sales prices wore vqur.l to total costs. 

Individuo.l losses con bo conponsc.tcd by o. tra.n,sfcr of' profits. Under this hoa.Jirct; 

of fluxibili ty cor.~o c.ll tho clononts of conscious pla.r.ning including increase of 

prices for rca. sons othor than o.pprovod cost incrcnscs, and r<lducticns which o.r·~ 

·'>"Til-l:loroly reflections of o. 
I ,! ·!" , . .., 

Al thouch there is 

conpeti ti vo mechanism;'· 
' ' ·..;> 

no la.ck of instances of renl price plo.nnin.::;, it wcuhc 

be wrone to chc.rMterizo Gernan price policy in its toto.li ty ns plo.nnint; thr0uc,h 

prices. Prices wero n passive iton in -thv Gornm plo.nning eot up, Thoro ·.vorc s~~~ 

bilizod c.t tho l'ovol of tho roforcncc da to, reduced whore, the profit si tuD. -ticm 

would permit it, increased when i-t could not bo holpod, bu-t ra.roly u sod a.s tN'ls 

---------------..J./ DV (1938) I P• 245· 
~/ SQlll:JD.nn, op, cit., P• 241. 
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to direct produ~ti;m into desired channels or to r·callocnte resource:;. i'irect ac­

' ;ion vm2 preferred for these ends: enforced or prohibited producticn, cnforc<!d., 

use of or allocation of materials, occasional enforced or forbidden invest~ent, en-

forced direction of labor supply, and the whole pattern of device:; affecting si:e 
• 

and composition of total output. 
• 

The aim of absorbing consumer demand throu~h price increases wns nt vnri-

nnce with the main objective of German price control,- i ,e., keeping prices down. 

Consumer demand wo.s restricted throu&h rationing o.nd similar mearures. On the out-

break of w:u- some excise taxes were: increo.sed, o.nd in 1941 tnY.es on certain o.lcoho-Y I 

lie drinks o.nd tobacco were revised upwc.rd. 'l'ho Price Conrni ssioncr wns sn ti sfied 

with keeping the price {excluding tho to.x) o.t the originnllcvel, althouch from tr.u 
• 2/ 

consumer's point of view :m increo.se occurred,- lt is, however, hnrd to find in-

sto.nces of real price incrco.ses ordered merely for tho sake .of absorbinc dcmnnd, 

Tho nearest o.pproo.ch is some hesi tnncy in reducinf: prices of consum•JrS goods to th· 
·3. 

fullest possible uxtent o.t u time when output wns becoming progressively smullcr.-

There is little evidence to support tho st:ttcmvnt of the Economist thn.t the Price 

Con::nissioner suggested thn.t' prices should be allowed to rise for the purpose of 
. 4/ 

skimming off excess purchasing power.- In 1942, strong efforts of agricultural 

interests -the Agro.rio.n OfficfJ of the Po.rty- c.s well o.s of heavy industry, to in-

cline the Price Commissioner more towr-.rd price concessions, fo.ilodo 

Similu.rly, there wo.s o. rulo.ti voly smull number of instuncos in which 
oC 

price increases were introduced~ ru .• ofly to stimulo. tc supply o.l though, of c:u:GQ..:.«::· 

• "- _.:<.lto· 
this considcro.tion is present ir. every case. Tho milk o.nd butter pric·J J.~~r·:v • '- , 

for tho h:J.rvest ycur 1939-1940 were rnoti vatod by oxpecto.tion of inc roo. sed- ou~-r/',. 

---------------1/ rzz, !iovombcr 17 nnd 21, 1941. 
'Z/ '0'1 (1939), P• 226, Ort tho othor hand, taxes were sometimes re<iucod o.s comP'; .. :· -- . ,.. .... 
ti0r. for ?th-or unc.voidc.blo cost increases; in 1941. thll slO.U[>htcr house to.x wn. c · 
1:;rJ k<:·~p rTL0C.t prices down doapit<.. th-e incr.;aso in hog prices • .!:!• Hay 25, 1941. 
T r.'; \;~.x we. s o. bo li shod in 1942 • 
)/ Flottrw.nn in v.Jp ,(1939), P• 1331. 
T/ "L Ecc;."r.,ict\1942), P• 610. 
-r;; ;-·;;, (l)VJ) I :422 cmd h66. 
7 I-,.-.-. , ·..- .. '7 , ,,,, 
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At thu beginning of 1942, farmers accepting contracts to increase soy beo.n acreage 

were parmi tted a price 2{/er cent abovo that theretofore prev~il~ng. in ord": ~0 en-

1~r3e the supply of fat, There wus an occasionul'dual price setup: I~G,Firben, 

which h:J.d ~pent vast funds on exporimonts to develop a new vanadium process was per-:­

,_,: tt<.:d to chnrge n somewhat higher price for its products until these costs wore re.: 
2/ 

c ·V·•rc:d throu~;t the price differentials,- In most insto.nces of this type, however, 

p•·i-::c i~~croase cn.."l be associated with cost increase, so that stinrulatton of produc-

tjo!1 c::.ru-.ot be regarded as the only element involved, 

Quite generally, the incentive aspect gained weight in 1942, Farmers were 

offored pre~iums for delivery of additional milk, butter, eggs, poultry and honey 

(abovu 5to.nJc.rd quotas such as sixty eggs per hen per year). Produce:rs received 

hiGhvr prices for potatoes, hogs and oilsoud, Tho action, however, took tho form 

of a straicht budgetary :;ubsidy, At th.; end of 1942, tho wage system was completely 

overhauled, agc.in with emphasis on incentive, by the establishment of a scale of 

"cffichmcy wa~;os" (L<Jistungslohne) in every industry, Since wuges are not subject 

to the c·ontrol of tho Price Commissioner, the general parallel rather than tho de-

tails is of u1terost hero, 

Thoro exist also some premiums for saving of material, Farmers used to 
> 

~ ' 

concentro.te on the production of hogs with a slaughter weight below 100 pounds on 

o.ccount of their good quality and th<.J r0lntiwly high price which they yielded. The 

fodder ll!vestmont required to produce tho same bacon quantity from heavy hogs is 

SI1allor than that from a larger number of less heavy hog• Thus a new price schedule 

r~t:;blishod somo time ago favored tho produ~tior.. .• of hogs with a 

).} n'-. ,I,.. ""' 
slaughter weight of 

u:..o'i-l: 150 pounds, 

Since 1942 industrial plants receive "coal premiums" for redu~tion of coa: 

consumption due to its more efficient uso in form of preferred treatment in coal 

allocations. 

---------------1/ NO\t York Timos, Harch 16, 1942•. As early us 1?39, they had boon g;ivvn o. g;ovorn-
ffi,·nt GULDiJy for incl"UO."Cd productJ.en; 30~ E.Y (1939), P• 1929: Since 1933 subsidio: 
t~o p~id to oil crushing ml.'l.l~ nnd ma.~garmo producers for .. tlw use of home produced 

- ro.po sood, mustr.rd sood nncl oJ.>. seed ll1 order to close the "fat gap •. " (1\o.rl Br=dt, 
"Tho Gcrr.mn FClt Plr.n" (Str..nford ~ivorsity Pross, 1938). 
~,I r.u fl'1 1·0L n. 672. 



Pri~o docrousos, on tho oth.;r ht::nd, woro _in gonornl fa.vornbly I'Ogarqod !a; 

~uc)l, whotkr· they monnt a. substmitinl or a. smo.ll -incronso in consumption. 
. . - .. ~- . . - -·· .. -· ' .. 

e 4 • _ 

thu fuctor of stimulnti~n wns·secondnry. Thoro vi!ls, howovsr, a. t le11st one 

' ' . _AgQ.i_n. 
. •. ....:··' > 
import.;. 
' ~. .. •• '<i 

• :m1i oxcoption to ~hc.t rule. In 1937 a. .ma.torio.l reduction in fortilitor prices .'tpo: 
. f .... 

pbc0 1 borno lnrgely by tho ohemionl,to !l smaller degrue by tho eo!ll industry.~Xlis 

duchrcd r.im wns not only fina.D.oio.l support to a.gricul ture but vecy dofini toly .. ~~~ 
• 

dccisivo ~cro~sc in y consumptio~ of fertilizers which could be obt!lin?d only by: ; 

price rcduction.n 
~;: ,.... 

Tho· oounterpo.rt is n -price reduction with tho oxp~ossed a.im ,o 
. . 

· disoou.ruging the production of undesired goods by osto.blishing prices which ol.imi:D 
. . ~ ' 

At·tho tilllD of tho setting up of tho o.grioul turelEsto.to, pr~~o 
'-· l 

of tinsto..~od oggs nnd fo.rmorst products Vthich did not a.t o.ll fit into tho a.grio)ll• 
. ' ' 2/d 

turnl mo.rkct order wcro.,roduccd to o. lovol insurin~ perfect unprofito.bility;.-.:.-1' 
. ~ .. .; 

.Price. discril:lina.tion O.li 0. socinl policy plo.ys but llll: oooa.siono.l rolG in 
... ' 

. . . ) 

Gor= prico·control. Iiospita.ls und simila.r institutions mo.y obta.in minoroJ. W!l.tex: 
' ' "/ . ' l . . • . • ::J . . . , • ·I 

o.t a. price below tho normal coiling.":" :lla.rgnrino is, to some extent, ma.do_ oh0ilne1' ' . ' . ' . . 4/ . • \: 
to lcwor income groups by 11' kin4 of"· food stt~.."lp system.- Tho gonornl olootrici ty~ 

ra.to Bchomo. provides for "'o. b;? ro.to difforon~j,a.tod a.ccording to ~~ustrl&lfloo~· ·. 

spo.co nnd sizo of npurtmont.- The effort to" roduco prices for a gricul turo.l equip; 

' mont through a. contributio~ imposed 
. 61 

on oloctrici ty concerns in proportion to o.ut• 
~ ' . . . . 

put como.s under thi~ honding. · 

2. "Approprio.to11 Price Rolntione 
.. 

Tho_ concept is mca.ningi'Ul only if s01:1o standa.rd can be. found to meO.sura. 

Nl11tivo fa.irnoss of pricos."-.,ln
4

: com;otitive systom.oquo.lizo.tion.of ~~;~ 
1 

I ... , ..... ,., 

profit ro.to is such 0. st~~da.rd. 
! 

Price control obviously roquiros_ ~ o.ddi tio~O:.l: .: 
' 

ynrdstick. In' the ngricul tUro.l scctor it 1 s tho stnblo fo.r.mer income •. f'h,us_ln· · . 

. ~ 
~---r---------- • ,j 1/ As p?intod o11t by t~ Price Commissionor. Soo J. Wo.gnor "Weispoli tik uncl :~ · 
't[,ndwil'tscho.ft" in VJP (1937), ·p. 206. , . .• . . ' 
2j G • .' V.:dllor ~ 11Wio 'dar N1\hrstnnd cl'bci ta.ttt in WK (1939) ,, P• 124. 
?IE!. (1931) I P• <;88,;- .- . ' 

.• f/ J;u.;k"., 11llvurobeiung dos Fottvorhro.uche" in· VJP (1937), P•. a·. 
': ~/ RG~ (1936) 1 I :915o 
;zj VJP {~93.9) I, P~ '892~ . . 
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,1937, ryo wns doclnred "undorvnlued" in eonpnrison with other ngriculiurnl p.;od1..\cts, 
'• 'f - •, '" . 

One your Inter tho situation of cnttlo and milk producers culled for adjustment, 

Tho cnttlo price increase wns fimlllced by n reduction of the various trnde mo.rgiris 

o.nd o. Sr.t.'\11 increase in retail mont prices, Milk producers recci ve·d two pfennigs 

p.c:r li tor norc 1 po.rtly in form of c. (;OVOrnl:lent subsidy nnd partly out of the trader's 

nargin. 

No problo.n of lnr~;e-scnlo "vcrticc.l" price adjustments ho.s arisen, If 

tho tra.dor 1 s no.rgin wns squeezed, it wc.s frequently n matter of convenience and due 

'to tho rolo.tive weakness of donlor as conpnred with "producer" prcssur0 groups, 

Since only fiV0 weeks clnpsod botwoon tho d:..to of publication of the price stop de-

croe and tho reference date, the situation of tho more a,dvc.nced sta.gcs of produc-

tion and the retail trndo wo.s not groo.tly ondnngorod by price increases o.fter the 

· rcfcronco da.to, Thoro is ugroemvnt tho.t tho long term price rola.tionship between 

o.~riculturo and industry is fa.r fron idoa.l, but officially the issue hc.s recently 

been pushed into tho background, 
1/ 

Agriculture ronde new dcnnnds for higher prices in 

1941 a.nd 1942.- This til!lo they were ba.sod ndnly on tho argument tho.t consumers 

ha.d ~ufficiont money to increase thuir expenditures on' agricultural products, The 
' ' J 

Price Co~issionor rejected requests for swooping adJustments on such grounds, He 

doclo.red that "establishing just price relations nust be postponed to tho post-war 

period, 11 for th0 a.gricul tural as well a.s for other sectors of tho economy. 

l""' Subsidies ... 
).J )li"i .. 
V · "~ Tho bulk of price planning occurred in tho field of agriculture, and tho 

I' 

~ oulk of agricultural price planning o.ntoda.tod boforo tho introduction of tho price 

stop docroo in 1936. After soma experiments, agricultural prices wore stabilized 

on a long-term FO.sis to a.ccord with tho bo.sic rhythm of agriculturo.! .production. 

Those prices wore, in tho ma.in, rigidly fixed, permitting no deviation 

in oithor direction. They wore protected aga.inst cost incror.ses by an "intor-

~ 
---·-----------1/ JoiZZ, liny 7 1 1941 o.nd July 14, 1942. Thoy woro ropoo.tod a.t tha bogi~ninb of 1943. 
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E~';at-;" ~.~;reonont :between c.~;ricul ture c.nd industrir,l cc.rt•"ls for fertilizers end si-
~· I ' . -" 

nilc.r pro'ducts, c.nd o.gainst conpotith"0 i;,ports by o. systel:l of sliding inport duties 

c.nd tho rudincnts of nn inport monopoly. Tho o.im vms to ~c o.griculturul prices 

uniforno 

Th0 tern "uniform price" requires intorprotution. Pri.cos uro uniform . 

>lith reg~rd .• eithor to o.ll consun..::rs, ull producers, or scmo neutro.l ce,.,
1
ter. Tho 

,;_) 

problcn is nuch older t~~ tho price step dccroo or the o.griculturo.l Esto.tv syst~n. 

Co.rt·Jls ho.d tv dco.l with it for dccc.dos. In their high3r forms, they rnudo price&· 

uniforr.1 with reference to c. bo.sing point. But whether o. bo.sing point systom is in~ 

trcduccd 1 or oquc.l prices are quoted o.t ~h~ point of origin, 0r of doli very (c.ll 

those ferns c.ro in c.groomcnt v;i th tho co.rtol system o.nd occur under it) 1 there o.l-
" 

wc.ys reno.ins tho question c·f wh0thcr c.11d to who.t extent local udV"...nkg;es of indivi-

du~.l concerns should be preservod or redistributed. Frei;ht equnlizo.tion differs 

fror.1 cc.rtol to cc.rtel. In many instances freiGht oquilibro.ting o.cc<Junts ho.vc boon 

esto.blishcd, through which part or ull fr0ibht burden differences nrc sproo.d over 

tho ·::hole group. Equ~lizc.tion f~~ds ho.vo bocono c.n importunt instrument of Gornnn 

price.pbnning. 
< 

Subsidies o.rc po.id fron industry to industrJ• Surplus.profits of one 

grvup pf producers cover. dcficits.of another group. Tho method wo.s first sug~;ested 

by V<Jn Luur for tho Swiss nilk iicdustry Gometime before the World ',1nr. In f'['.ct, th< 

tccrniquc is one of tho nost co~on devices of nny business. Deprecintion nllow-

c:nccG t'.rc usually hir;hcr in pro,:nnri)US periods thun tochnicn.l considoro.tionF'1'1~U(( 
··-,·~- ,. 

'.' ~ ' ,. 
dr,::l·~-d, in ardor to r1nku up for unduly srno.ll ullowunces in tirno of doprossioh - . ,. 
which is n form of profit equc.lizntion evor time. One concern rnuy no.rkct aevornl 

pr'c'lucts with diff0ront profit mo.rr;ine: inter-dopo.rtmontul profit oquLLlizo.tion. 

';!'1', pr~d•1c·c pr<Jducod in sLvcrc.l plo.nts of one concern with different plunt costs, 

r-Ly ~,, sGld at one pricor inter-plc.nt pr()fit equc.lizution. The "oqualizution no-

c•,•<r•t," bc;t;·ll'oon ir.dustrios or within nn industry iG no different in principle. ,. . ' .,~ , __ 
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• 
Gornnn subsidies i~ tho field of price control frequently tcke.the fo~ of 

'· • v 
ntor-il1dustrio.l or intro.-industrial tr:msfer po.yrnent; ro.thcr tho.n Sto.tc supsictles, 

hich type is "less inflo.tionary obviously depends upon the method o·f fino.ncin~;. The 

0chl d:m;;er whi~h supposedly accompanies German transfer subsidies mo.y easily be 

xo.ggoro.tcd. It ho.s. boon o.rguod tho.t compulsory shift in income from one to o.nother 

:rvup would be. misused in the interest of industrial concentration. To the extent 

;hnt subsid:\.os \-J'i thin o.n industry are fino.nced by o. levy on profitable concE>rns o.nd 

?~'~ to concerns which o. t prevailing prices f:~il to balo.nce their books 1 no harm is 

~o tho v1cukor units of o.n industry. Complicnticns may arise in the case of a trans, 

.'or of funds between industries, sin co some moo. sure of c.rbi tro.riness is involved in 

;he decision c.s to which industry is, on the whole, prosperous enough to contribute 

J cno loss pre>fito.blo, Trn.dors• mo.rt;ins wore for tr.n.t purpose probo.bly more ox-

~loited than justifiable on the bo.sis of "o.bility to po.y" of these tro.des. But if 

thoro ho.d boon no subsidies tho sc.mo tro.dor would indubitably r~ve been forced to 
0 

"o.bsorb" ngricul turo.l cost incroo.ses directly. 

Ger~nn subsidies nrc not limited to those for price control. In fo.ct, 

co11pulsory transfer of privnte funds substantially cons';i tutos o. sE>condo.ry to.x sys-
r " 

tom~ (-Tho Winterhilfo, tho enforced contributions of heavy industries to tho financ-

ing of tho Goering Works, o.nd "industrial comunity help" (contributions of o.ctivc 

concorns to plant; I!ID.do .idle by the war) are conspicuous exo.mples, ThosE> phononcn~. 

havo no i1:nodit:~to bec.rmg on the price control problem o.nd consequently nr•• not •4 '- ~ • 

£/i~~ro. 
s~stuf.t' afton 

On tho other hnnd, subsidies within 1;ho fro.mcwork of the price cCJttc--·c 

tt:~ku tho for1:1 of tl strt:~i:;htforwo.rd contribution from tho Reich ba":" · 

' bl Tho followm" survey presents o. numbor of oxo.m;c~' , Thoy offer no spocit:~l pro om, .., 

of tho oqut:~lizt:~tion fund system. 

lo Tr'o.nsfors from low cost to high cost producers within t\n \nduc7r:'-

4 n 1 d on lo.rgo ci,.o.rotto oi/roducors in propor,tic!"l t.-_, t- · 193 o. "voluntary ovy wo.s JllCl o ., 

· d' 11 r cJ.' r:o.rotto concerns.- Lt:~ter t:~n enforced cc·nc.cr,ir-pu\•in order to subsJ. ~zo sr.ltl o ~ ....,. 
---------·-----
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tion ~recess .dc~rived the mocsure of its sitnific~~co. 
"'4 

) ' • 
• 2. Transfers within en industry to choo.pcn specific productc. 

t~o.dc, disthlbUish~d by disorgcnizcticn und n series cf mis~nnagcd co.rtclizati~ns, 

.-;c.s reorganized in 1937. Tro.de l:l!lrgins of cortc.in dealer groups were substo.ntially 
• 

reducedo Instead of shiftin~ se.vinEs tv the finc.l cor..s=r in tho usual wo.y, the; 

iffercnces were tr=sferrod to a special account f0r "purpose of 
1; 

price reducticn.~ 

Price cuts ware concentrated on cheap radios. 
~ 

3o Trnnsfors within nn industry to equo.lizo local differences. Thuse r 
r..::.vo plo.ycd nn inportnnt pnrt in a;;riculturo.l price policy, where price unifor~ity, 

< "I· 

o.t leo.st ever large regions, ho.s 'been tho o.im. The milk industry off~rs 1:umy oxnm-
2/ 

ples.- Whcloso.lers received or paid subsidies to equdizc costs of transportation 
< 

7o.ryin,; fnr;, o.n o.vercge. Liquid milk sales were rosorvcd to milk producers in tho 

i=:;dio.tc vicmity of consumer centers, while oth()r producers wore restricted to 

buttor and choose. Tho lc.ttcr wore conponso.tod by n subsidy paid by liquid J:"d.llc 

producors m proportion tc. the volurno sc-ld; tho total nnnuo.l subsidy cnmo to 35 · 

million K!o Tho levy served several addi tionnl purpo svs. It nidod unfnvoro.bly 

locc.tod fcrncrs in tho distroct of tho subsidy-payor nnd farmurs in nero distnnt 

'· 
districts v:hcro no liquid aalos were permitted. It wo.s also used fer 11 cfficicr,·y 

•J {' 

pr<:::.rl.u.':ls 11 for cows with a po.rticulo.rly high yield, rationalization of crec.mori.::~ 

.nd cr<::uticn ·Of rosorvos for milk oversupply. 

4. Funds to cqunlizo costs over time. At tho beginning of th.o wnr, ~r \ 

prices w<.-re fixed with a. provision thot ninety per cent of profits 
• ~·- (; (.1 

in,; to LSO prmciplos be kept in concern us an "efficiency premium." 

of ';his fund wa.s tc cushion oscillations in costs of imported raw no.tcrinls r.r'1 

thu3 r.0ld <icvm future soap prices. Thu Price Cer.rnissionor reserved -::ho ri;.;r•; ~) 
/ 

U3•~ tr,c:; .fUil(:s fc,r a.vc.rio"tjy of purposes. Such contributions wore rando f0r '"'···~ 

'.-r,•, y•;o.r b11t nc info mo. ticn iil nvailablo as to how tho funds were finnlly u.sc;:; · 
• 

---------------
1/ "P-.~L E'!JYil•or: (193,'), P• 792. 
~/ ·;~ Lj:,r, :.:ilch!:lllrktordnun,;" m FZ, August 22, 1937o 
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.- ... • . 5• Trcnsfurs betw~ (//s porc.ctice provtJ.il&d rnc.in_lY:~}.n ,.., 

c.Gricul ture c.nd go.inod sono ~ / order to keep down prices to•tno i'ino.l 

ccnsu.-:~or, prosperous bro.nchos \ ./1?·0.rt of unc.voido.blo price i~crco.ses of less . 

\ / . 
pro spcrous brc.Ikhcs. Tho bro.ncri"cs mvol vod o.ro usually intcr-rolc.tod, i ,o,, they 

occupy a.djo.cent s;!;c.gos in the production process or usc idontico.l ro.w ma.tcric.ls, 

If o.bricu·$~1 producers receive price adjustments dcc.lcr mo.rgins o.ro squeezed, 
. 1/ 

Thus, revisi• of nilk prices in 1938 wo.s :no.jnly o.t the expense of milk dc::.lcrs,-

!'At tho sene period c. ::100.t price rise vtc.s sir.rl.lo.rly obviated. The most conspicuous 
l~ 
;~o.mplo is tho p~yncnt to ryo flour 1:ri.lls of o.bout 70 r:ri.llion RH per o.nnum f:"cn c. 

to.x inposcd on the ·sugo.r o.nd brewing industries, 

DV (1938), P• 50o 


