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South A f r i c a , I T J H 1 n, Pal- i s t : in , Ceylon and Southern Rhodesia 
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P a r i s . ' . 

oCHTTMAN l'LAN 

My telegram D . N o . ClJ' Sav:1 ng of 2$vd October. 

1. A l l i e d ' Hi#h Commission i n Germany on the 2 9 t h March 
decided c e r t a i n ' p r o b l e m s i n connect ion w i t h the r e o r g a n i s a t i o n 
of ther-German c o a l and s t e e l i n d u s t r i e s . Theso d e c i s i o n s covered :~ 

(a) the' e x t e n t to which Gorman s t e e l concerns should be 
allowed to own c o a l miner.?; 

( b ) the ^orm of t h i s "combined ownership"; and 

( c ) the phased a b o l i t i o n of the C e n t r a l Sa les Agency f o r 
the German c o a l i n d u s t r y . 

2. I t hod been c l e a r f o r some time before t h i s meeting tha t 
unless these problems were s o l v e d , German adherence to the Schuman 
P lan Trea ty could not be assured and the Uni ted S ta tes High 
Commissioner i n Germany therefore undertook d i s c u s s i o n s w i t h the 
German Government. As a r e s u l t of these d i s c u s s i o n s , c e r t a i n 
agreements were reached and, a f t e r approval by the French, were 
embodied i n d e t a i l e d proposa ls put forward by the German Gover r ren t t 

3. Combined ownc;rship• As .regards ownership of c o a l mines 
by s t e e l concerns, the German Government proposed that some 16.5% 
of the German c o a l i n d u s t r y should be l i n k e d to s t o o l concerns . 
The Uni ted Kingdom lias always regarded the ownership of c o a l mines 
by s t e e l companies on any ex tens ive sca l e as <;conomically unnecessary 
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and dangerous "for va r io l i c reasons* "Combined ownership" on a 
l a rge sca l e i nvo lves cons ide rab le concen t ra t ion of power; the 
s t e e l i n d u s t r y which owns the mines may enjoy undue advantages 
v i s - a - v i s other kind:', of coa l con? umers and competing s t e e l 
i n d u s t r i e s ; and th« ownership l i n k makes i t more d i f f i c u l t to 
b r i n g e i t h e r c o a l or s t e e l Lnd u c t r i o s and • r a system of p u b l i c 
ownership. "For these reasons our* p o l i c y i n Germany v/as d i r e c t e d 
towards ensur ing that f i n a n c i a l l i n k s between c o a l and s t e e l 
companies Should on ly be permit ted when t e c h n i c a l l y necessary , 
which in* the view of our exper t s could r a r e l y be proved. 

¿4. Form of comhln"d o w n e r s h i p , A m i t i g a t i n g fea tu re of 
the Federa l Government 1n 1 r o p o s a l s , in t roduced nt the i n s i s t e n c e 
of the German Trade Unions , wan that "combined ownership" should 
be r e a l i s e d by the es tabl i shment of Hold ing Companies which would 
hold shares i n the rmbs id io ry Mad separate c o a l , s t e e l and 
p roces s ing concerns . These H o l d i n g Companies would e x e r c i s e 
conn id era ti le i n f l u e n c e on g nepnl p o l i c y of s u b s i d i a r y companies 
but the l a t t e r would remain independent, e . g . f o r account ing 
purposes. Such a system "would not place great obs t ac l e s i n the 
way of the planned development of the c o a l or s t e e l i n d u s t r i e s , 
or of any e v e n t u a l d e c i a i o n by the Germans to b r i n g them under 
p u b l i c ownership, and would ledncn the dangers of the s t ee l* ' 
companies oh t a i n i ng c o a l at an unduly favourable r a t e . 

5* German Coal Salon O r g a n i s a t i o n . The Gorman proposa l 
envisaged the phased d i s s o l u t i o n of the German.coaTl sales-
o r g a n i s a t i o n . This was set up -after the war under our ausp ices , 
w i t h the f u n c t i o n of d i s t r i b u t i n g orders from Germany and abroad 
amon'g the c o a l concerns, a l l of which are compulsory members 
and s u b s c r i b e r s . I t does not f i x the p r i c e of c o a l ( t h i s i s done 
by the Fed o ra l 'Government ) . C e r t a i n p r o v i s i o n s of the Schuman 
F l a n Trea ty would e v e n t u a l l y r e q u i r e the l i q u i d a t i o n of the 
o r g a n i s a t i o n • The Americans s t r o n g l y d i s l i k e d t h i s O r g a n i s a t i o n whic 
they regarded ns c u r t e l l s t i e ; w e , fox* ova p a r t , never cons idered 
that i t s fu ture was invo lved i n the lmj lorn en tat i on of Law 2~i or that 
i t ployed any harmful ro le ' . 

6. When the German proposals were placed before the A l l i e d 
High Commission on the 2 9 t h March, the Uni ted Kingdom High 
Commissioner was i n a d i f f i c u l t p o s i t i o n . On the one hand, f o r the 
reason g iven above, the proposals were not who l ly p a l a t a b l e , though 
the degree of combined ownership now approved i s c o n s i d e r a b l y l e s s 
than tha t which the Germane o r g i n a l l y demanded. On the other hand 
i t was not p o s s i b l e to cons ide r these problems on the b a s i s of 
t e c h n i c a l arguments a lone; i t v/as c l e a r that the Americans and 
French would 'be prepared to ou t -vo te us i n the A l l i e d High Commissio 
C o u n c i l on issues* v/hich admitted of no appeal to Governments, and 
our d i s a p p r o v a l of the German proposa l s could not f a i l to be 
misrepresented as an express ion of the United Kingdom's d e s i r e to 
sabotage the Schuman P lan n e g o t i a t i o n s . 

7. The U . K . H i g h Commissioner was a c c o r d i n g l y i n s t r u c t e d to 
vote f o r the German proposa l s i n the A l l i e d High Commission C o u n c i l 
on the unders tanding tha t the mat ter would be recons idered i f the 
Schuman Plan Treaty were- not r a t i f i e d by the Par l i aments of the 
s i x c o u n t r i e s p a r t i e i p a t i n g i n the Schuman F lan d i s c u s s i o n s . The 
German proposa ls wore, the re fore , suh.i-.et to t h i s understanding^ 
passed unanimously at th« C o u n c i l meeting of the 29th March. 
Copy t o : - D. I I . -

Fore J gn O f f i c e .] r, u.:". Swnnn 
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L l r . O . B . V a l e (U) 
B/Trade Mr. R, H . K i n g 


