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IBM and the Holocaust is the stunning story of IBMtrategic alliance with
Nazi Germany - beginning in 1933 in the first weéhkat Hitler came to power
and continuing well into World War Il. As the ThiReich embarked upon its
plan of conquest and genocide, IBM and its subsetichelped create enabling
technologies, step-by-step, from the identificateord cataloging programs of
the 1930s to the selections of the 1940s. Onlyr aitevs were identified - a
massive and complex task that Hitler wanted dormaddiately - could they be
targeted for efficient asset confiscation, ghetbon, deportation, enslaved
labor, and, ultimately, annihilation. It was a @dabulation and organizational
challenge so monumental, it called for a compu®rcourse, in the 1930s no
computer existed.

But IBM's Hollerith punch card technology did exisided by the company's

custom-designed and constantly updated Holleritesns, Hitler was able to

automate his persecution of the Jews. Historiang ladways been amazed at
the speed and accuracy with which the Nazis wele tabidentify and locate

European Jewry. Until now, the pieces of this peiZzhve never been fully
assem-bled. The fact is, IBM technology was useatganize nearly everything

in Germany and then Nazi Europe, from the idemifan of the Jews in

censuses, registrations, and ancestral tracingrgresg to the running of

railroads and organiz-ing of concentration campeslabor.

IBM and its German subsidiary custom-designed cemolutions, one by
one, anticipating the Reich's needs. They did nateiy sell the machines and
walk away. Instead, IBM leased these machines ifyin fees and became the
sole source of the billions of punch cards Hitleeded.

IBM and the Holocaust takes you through the calefatafted corporate

collusion with the Third Reich, as well as the stamed deniability of oral

agreements, undated letters, and the Geneva irderies—all undertaken as
the newspapers blazed with accounts ot persecatidrdestruction.

Just as compelling is the human drama of one ofcentury's greatest minds,
IBM founder Thomas Watson, who cooperated with Niaeis for the sake of
profit.

Only with IBM's technologic assistance was Hitlelblea to achieve the
staggering numbers of the Holocaust. Edwin Black haw uncovered one of
the last great mysteries of Germany's war agalstiéws - how did Hitler get
the names?



What Reviewers Have Said About
IBM AND THE HOLOCAUST

"An explosive new book. . . . Backed by exhaustnasearch, Black's case is simple
and stunning." —Muichael Hirsh, Newsweek

"Black's book is most interesting when he is deplwith Watson's stubborn and un-
successful determination to continue in control BM's German operation without
appearing to be doing so. He was able to cut oféctlirelations between IBM in the
U.S. and the Germans while continuing to deal witlem indirectly. He was a master
of subterfuge and made a fine art of being in aitipos to deny collaboration with
the Nazis while operating through subsidiaries whiere responsive to his every wish.
. And he never forbade them to supply IBM maehi that were used in sending
people to camps, which they did." —Gordon A. Cralgw York Review of Books

"Black establishes beyond dispute that IBM Hollkerimachines significantly advanced
Nazi efforts to exterminate Jewry... IBM and theolétaust is a valuable contribution
to our understanding of the Holocaust."

—Christopher Simpson, Washington Post Book World

"Black's study . . . contains a wealth of unknown liitle-known details. The author
convincingly shows the relendess efforts made by IBo maximize profit by selling
its machines and its punch cards to a country whoseinal record would soon be
widely recognized." —Saul Friedlander, Los Angélases

"IBM and the Holocaust is a disturbing book—all thmore so because its author
doesn't prescribe what should be done about simamitbted more than half a cen-
tury ago. It is left to readers to decide.” —Rom&aman, Chicago Tribune

"Black's book is shocking. Its contents go agaitie grain of all that is dear to naive

images of corporate America. . . . This book wik la case study in corporate ethics
for years to come."” —Robert Urekew, Midstream
"IBM and the Holocaust is an ambitious book ... mmportant contribution to Holo-
caust studies." —John Friedman, The Nation
"The book adds much to our knowledge of the Holstaand World War II. Black
convincingly demonstrates the extent to which iBNI technology], was central to
the operation of the Third Reich." —Terry W. Har&hristian Science Monitor

"Black makes a case that shames the IBM of the 2@iti- century.... There will be no
question ... in the minds of readers that IBM dffic had the ability to understand
the task their machines were performing. The bookceeds as a piece of excruciat-
ingly documented journalism.” —Karen Sandstromy€land Plain Dealer



"Black's book is so enlightening [because] it mirg richly textured picture of how a
man [Watson], and an entire company, can ignoresafise of morality while not once
transgressing the lines of business ethics. If ingthelse, this book should be required
reading for every first-year MBA student.” —SamfdaBusinessweek.com

"Black's argument that IBM made millions from itssaciation with the Nazis seems
almost impossible to refute." —John Mark Eberhislitwaukee Journal Sentinel

"Black's book ... is an ugly story, hidden for yearold by a master craftsman in
a compelling way. More than just another Holocdal& . . . it's a chilling lesson."
—Richard Pachter, Miami Herald

"More than 15 million people have visited the Haost Museum and seen the IBM
machine there. Surely some have raised the questimw could this prestigious cor-
poration possibly be linked to such a heinous stain human history? With empirical
evidence, Edwin Black has supplied the answer. IB¥d the Holocaust makes an
empirical statement. Edwin Black has made his tase. —Louisville Courier-Journal

"This damning chronicle of IBM's collusion with thBlazis exposes, in horrific detail,
the corporation’s opportunistic ride on Hitleri'ta
—Charles Winecoff, Entertainment Weekly

"This is the stuff of corporate nightmare. IBM, ored the world's richest companies,
is about to be confronted with evidence of a tridjpameful history. Edwin Black
reveals Big Blue's vital role in the Holocaust." wABlay Times, Great Britain

"Black ... shows, in compelling detail, that IBMthé solutions company' was also the
company of the Final Solution.... It is a distineti contribution to the history of the
time. It wholly justifies Black's years of toil..a terrible warning from this brilliantly

excavated past." —Peter Preston, The Guardiant Briain

"The computer group IBM is haunted by its past. BEdvBlack's book now reveals
the company's involvement in the Holocaust. . . reviusly the Nazi past of 'Big
Blue™ was hardly ever a topic. . . . But now IBM in the dock. Black's meticulous
research documents just how precisely IBM manageese kept informed about the
whereabouts of their machines."” —Christian Habler, Epiegel, Germany

"Black's . . . book is the first to give the gerepublic a detailed account of how an
American corporation profited from intimate ties thvithe Nazis. It strips the veneer
from the cherished myth of the purity and patriotisf American business."

—Marilyn Henry, Jerusalem Post

"IBM and the Holocaust raises startling questionmut the technology giant's involve-
ment with Nazi government officials—and throws tlmpany's wartime ethics into
serious doubt." —Jessica Reaves, Time.com



"Black . . . documents IBM's sins with chilling digline.... IBM and the Holocaust
lays out in numbing detail the terrible deeds ofreawcrates and business leaders....
In the end, thought this book has a subtler starytell, one frighteningly relevant to
our lives today. IBM and the Holocaust isn't abauil men at a particularly bloody
point in recent history so much as it's about taerdof the modern information age."

—Douglas Perry, Fort Worth Star-Telegram

"Edwin Black has put together an impressive arffdiacts which result in a shocking
conclusion never realized before: IBM collaborateéth the Third Reich. This book
should be read by everyone interested in the 'umdeory’ of the Second World War."
—Simon Wiesenthal, director, Jewish Documentatient€r, Vienna

"Black's great contribution is that he has tenaglpucollected a lot of information

and combined it in an original way. Few others haheught to place this informa-

tion in the same context, to see what inferences lba drawn. Black's history makes
two chilling observations. The first is that the Ibltaust was possible because the
Nazis had access not only to guns and gas but @seutting-edge census technol-
ogy. The second is that the Nazis had access t® t#thnology because IBM, in its
paranoid zeal, worked very hard to maintain its kerdominance of the global mar-
ket in data processing." —Anthony Sebok, CNN.com

"A shocking account of IBM's complicity with the kia is a reminder that people
bear moral responsibility for the actions of therpowation—a point that critics have
failed to grasp.” —Jack Beatty, The Atlantic Online

"IBM and the Holocaust is a story that must be réadne is to understand how Hitler
and the Nazis were able to implement their Finallu8m to exterminate European
Jewry.... Once again, Edwin Black has hit the njark.

—Abraham H. Foxman, national director, Anti-DefaioatLeague

"A tremendous, timely work. Neglected for more th&® years, the sordid records
disclosing IBM's collaboration with the Nazi regimbave now been exhumed by
Edwin Black." —Robert Wolfe, former chief Nationatchives expert for
captured German records and Nuremberg documentation

“Leaves no room for deniability." —Malcolm Hoenlegxecutive vice chairman,
Conference of Presidents of Major American Jewisfa@izations

"Edwin Black's groundbreaking book, IBM and the éftust, made a great impres-
sion on me. It documents, for the first time, tlat American company, IBM, bears a
good deal of the moral responsibility for the pmepian of the persecution of the
Nazi victims. IBM and the Holocaust confirms theliéfe that the Holocaust was not
only a cruel, unprecedented crime, but also an meoos bureaucratic undertaking.
—Franclszek Piper, historian, Auschwitz-Birkenaat&tMuseum
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A Dehomag (IBM's German subsidiary) poster, circ@34l Approximate
English translation is, "See everything with Hatleppunchcards."

(Courtesy of the author)
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INTRODUCTION

THIS BOOK WILL BE PROFOUNDLY UNCOMFORTABLE TO RAD.
IT WAS profoundly uncomfortable to write. It tellthe story of IBM's
conscious involvement—directly and through its sdiasies—in the
Holocaust, as well as its involvement in the Naar winachine that murdered
millions of others throughout Europe.

Mankind barely noticed when the concept of masgivetganized infor-
mation quiedy emerged to become a means of soordrat, a weapon of
war, and a roadmap for group destruction. The wniguiting event was the
most fateful day of the last century, January 3883l the day Adolf Hitler
came to power. Hitler and his hatred of the Jews the ironic driving force
behind this intellectual turning point. But his guewas gready enhanced
and energized by the ingenuity and craving for iprof a single American
company and its legendary, autocratic chairmant Tbhapany was Interna-
tional Business Machines, and its chairman was EsodnWatson.

Der Fuhrer's obsession with Jewish destruction heslly original. There
had been czars and tyrants before him. But fofiteetime in history, an anti-
Semite had automation on his side. Hitler didn'ttddone. He had help.

In the upside-down world of the Holocaust, digndfieprofessionals
were Hitler's advance troops. Police officials éimrded their duty in favor
of protecting villains and persecuting victims. Lhass perverted concepts of
justice to create anti-Jewish laws. Doctors defileel art of medicine to per-
petrate ghasdy experiments and even choose whahealthy enough to be
worked to death—and who could be cost-effectivelgtso the gas chamber.
Scientists and engineers debased their highengabi devise the instruments
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and rationales of destruction. And statisticiangdusheir little known bill
powerful discipline to identify the victims, profeand rationalize the bene-
fits of their destruction, organize their perseamunfiand even audit the effi-
ciency of genocide. Enter IBM and its overseas isidoges.

Solipsistic and dazzled by its own swirling universf technical possi-
bilities, IBM was self-gripped by a special amocakporate mantra: if it can
be done, it should be done. To the blind technpdhet means were more
important than the ends. The destruction of theisteyweople became even
less important because the invigorating nature BMI'¢ technical achieve-
ment was only heightened by the fantastical prdfitsbe made at a time
when bread lines stretched across the world.

So how did it work?

When Hitler came to power, a central Nazi goal wasidentify and
destroy Germany's 600,000-member Jewish commuhiyNazis, Jews were
not just those who practiced Judaism, but thosdewfish blood, regardless
of their assimilation, intermarriage, religious igity, or even conversion to
Christianity. Only after Jews were identified coultey be targeted for asset
confiscation, ghettoization, deportation, and udtialy extermination. To
search generations of communal, church, and gowartah records all
across Germany—and later throughout Europe—wasoas-éndexing task
so monumental, it called for a computer. But in3,98 computer existed.
When the Reich needed to mount a systematic campafiglewish eco-
nomic disenfranchisement and later began the nagssievement of Euro-
pean Jews out of their homes and into ghettos, ageén, the task was so
prodigious it called for a computer. But in 1938,adomputer existed.

When the Final Solution sought to efficiently trpaog Jews out of
European ghettos along railroad lines and intoldeaimps, with timing so
precise the victims were able to walk right outtleé boxcar and into a wait-
ing gas chamber, the coordination was so complsla this too called for a
computer. But in 1933, no computer existed.

However, another invention did exist: the IBM pundard and card
sorting system—a precursor to the computer. IBMmarily through its
German subsidiary, made Hitler's program of JewdsBktruction a techno-
logic mission the company pursued with chilling cegs. IBM Germany,
using its own staff and equipment, designed, exetuand supplied the
indispensable technologic assistance Hitler's TiRedch needed to accom-
plish what had never been done before—the automaitfohuman destruc-
tion. More than 2,000 such multi-machine sets wdispatched throughout
Germany, and thousands more throughout German-@becirfEurope. Card



A Dehomag Hollerith machine. (Photograph courtesyted States Holocaust
Memorial Museum, Washington, D.C.)

sorting operations were established in every megoicentration camp. People
were moved from place to place, systematically wdrito death, and their
remains cataloged with icy automation.

IBM Germany, known in those days as Deutsche HtileMaschinen
Gesellschaft, or Dehomag, did not simply sell theicR machines and then
walk away. IBM's subsidiary, with the knowledgeitsf New York headquar-
ters, enthusiastically custom-designed the compulexices and specialized
applications as an official corporate undertakiighomag's top manage-
ment was comprised of openly rabid Nazis who werested after the war
for their Party affiliation. IBM NY always undersid—from the outset in
1933—that it was courting and doing business whth tipper echelon of the
Nazi Party. The company leveraged its Nazi Partgnections to continu-
ously enhance its business relationship with H#l&eich, in Germany and
throughout Nazi-dominated Europe.

Dehomag and other IBM subsidiaries custom-desigrtée applica-
tions. Its technicians sent mock-ups of punch céask and forth to Reich
offices until the data columns were acceptable,hrag any software designer
would today. Punch cards could only be designethtent, and purchased
from one source: IBM. The machines were not sdieytwere leased, and
regularly maintained and upgraded by only one sodBM. IBM subsidiaries



trained the Nazi officers and their surrogates upghmut Europe, set up
branch offices and local dealerships throughouti Mazope stalled by a re-
volving door of IBM employees, and scoured papdisntdo produce as many
as 1.5 billion punch cards a year in Germany aldvlereover, the fragile
machines were serviced on site about once per ma&vwén when that site
was in or near a concentration camp. IBM Germahgadquarters in Berlin
maintained duplicates of many code books, muchngslBM service bureau
today would maintain data backups for computers.

| was haunted by a question whose answer has |dmded historians.
The Germans always had the lists of Jewish nameddedly, a squadron of
grim-faced SS would burst into a city square andt @ notice demanding
those listed assemble the next day at the traimostéor deportation to the
East. But how did the Nazis get the lists? For desano one has known.
Few have asked.

The answer: IBM Germany's census operations andlasinadvanced
people counting and registration technologies. IBisls founded in 1896 by
German inventor Herman Hollerith as a census tébglacompany. Cen-
sus was its business. But when IBM Germany forntedphilosophical and
technologic alliance with Nazi Germany, census aggistration took on a
new mission. IBM Germany invented the racial censliging not just reli-
gious affiliation, but bloodline going back genéat. This was the Nazi
data lust. Not just to count the Jews—nbut to idgnkiem.

People and asset registration was only one of theynmuses Nazi Ger-
many found for high-speed data sorters. Food dilmeawas organized
around databases, allowing Germany to starve thes.J8lave labor was
identified, tracked, and managed largely througimcpucards. Punch cards
even made the trains run on time and cataloged thanhan cargo. German
Railway, the Reichsbahn, Dehomag's biggest custooalt directly with
senior management in Berlin. Dehomag maintaineccipward installations
at train depots across Germany, and eventuallysa@ib Europe.

How much did IBM know? Some of it IBM knew on a Igaibasis
throughout the twelve-year Reich. The worst of BMI preferred not to
know—"don't ask, don't tell" was the order of theydYet IBM NY officials,
and frequently Watson's personal representativemyidgén Chauncey and
Werner Lier, were almost constantly in Berlin orn@ea, monitoring activi-
ties, ensuring that the parent company in New Yals not cut out of any of
the profits or business opportunities Nazism presenwhen U.S. law made
such direct contact illegal, IBM's Swiss office Bee the nexus, providing
the New York office continuous information and dlde deniability.



Certainly, the dynamics and context of IBM's allan with Nazi Ger-
many changed throughout the twelve-year Reich. tvilae full story under-
stood in context. Skipping around in the book willly lead to flawed and
erroneous conclusions. So if you intend to skimrady on selected sections,
please do not read the hook at all. Make no mistake Holocaust would
still have occurred without IBM. To think otherwidge more than wrong.
The Holocaust would have proceeded—and often digtg@d—with simple
bullets, death marches, and massacres based oangepaper persecution,
But there is reason to examine the fantastical musiHitler achieved in
murdering so many millions so swiftly, and identifye crucial role of auto-
mation and technology. Accountability is needed.

What made me demand answers to the unasked questibout IBM
and the Holocaust? | confronted the reality of IBNfivolvement one day in
1993 in Washington at the United States Holocaussddim. There, in the
very first exhibit, an IBM Hollerith D-11 card sory machine—riddled with
circuits, slots, and wires—was prominently dispthy€learly affixed to the
machine's front panel glistened an IBM namepldtéak since been replaced
with a smaller IBM machine because so many peoptgmegated around it,
creating a bottleneck. The exhibit explained litthore than that IBM was
responsible for organizing the census of 1933 fhst identified the Jews.
IBM had been tight-lipped about its involvement twiNazi Germany. So
although 15 million people, including most major lbltaust experts, have
seen the display, and in spite of the best effoftdeading Museum his-
torians, little more was understood about this poative display other than
the brief curator's description at the exhibit amdew pages of supportive
research.

| still remember staring at the machine for an hoand the moment
when | turned to my mother and father who acconggzhmie to the museum
that day and promised them | would discover more.

My parents are Holocaust survivors, uprooted froheirt homes in
Poland. My mother escaped from a boxcar en rout@éréblinka, was shot,
and then buried in a shallow mass grave. My fatiaat already run away
from a guarded line of Jews and discovered hergagruding from the
snow. By moonlight and by courage, these two essmmairvived against
the cold, the hunger, and the Reich. Standing texhe five decades later,
their image within the reflection of the exhibitagk, shrapnel and bullet
fragments permanendy embedded in their bodies, amngnps could only
express confusion.

But | had other questions. The Nazis had my pareatees. How?



What was the connection of this gleaming blackgéeand silver

machine, squatting silently in this dimly lit museuto the millions of Jews
and other Europeans who were murdered—and murdectdjust in a
chaotic split-second as a casualty of war, but igratesque and protracted
twelve-year campaign of highly organized humiliatialehumanization, and
then ultimately extermination.

For years after that chance discovery, | was shadoby the realization
that IBM was somehow involved in the Holocaust échnologic ways that
had not yet been pieced together. Dots were evamaviThe dots needed to
be connected.

Knowing that International Business Machines hawagé billed itself
as a "solutions" company, | understood that IBM sdoet merely wait for
governmental customers to call. IBM has amassedbitane and reputation
precisely because it generally anticipates govemaheand corporate needs
even before they develop, and then offers, designd, delivers customized
solutions—even if it must execute those technolagitutions with its own
staff and equipment. IBM has done so for countigegernment agencies,
corporate giants, and industrial associations.

For years | promised myself | would one day answer question: How
many solutions did IBM provide to Nazi Germany?nelv about the initial
solution: the census. Just how far did the solstigor?

In 1998, | began an obsessive quest for answersceBding without
any foundation funds, organizational grants, orlighbr dollars behind me, |
began recruiting a team of researchers, interassi@tors, and assistants, all
on my own dime.

Soon a network developed throughout the United eStaas well as in
Germany, Israel, England, Holland, Poland, and ¢&afhis network contin-
ued to grow as time went on. Holocaust survivomsidoen of survivors,
retirees, and students with no connection to théod¢dmst—as well as pro-
fessional researchers, distinguished archivists laistbrians, and even for-
mer Nuremberg Trial investigators—all began a dedar documentation.
Ultimately, more than 100 people participated, sdime months at a time,
some for just a few hours searching obscure Palisbuments for key
phrases. Not knowing the story, they searched &y Wwords: census, statis-
tics, lists, registrations, railroads, punch caralsgd a roster of other topics.
When they found them, the material was copied amt. &~or many weeks,
documents were flowing in at the rate of 100 pegr. da

Most of my team was volunteers. All of them wereosw to secrecy.
Each was shocked and saddened by the implicatfdhe @roject and in-



tensely motivated. A few said they could not slegfl for days after learning

of the connection. | was often sustained by theirds of encouragement.
Ultimately, | assembled more than 20,000 pages afuchentation from
fifty archives, library manuscript collections, neusn files, and other reposi-
tories. In the process, | accessed thousands wfefty classified State Depart-
ment, OSS, or other previously restricted governnmapers. Other obscure
documents from European holdings had never beatsléted or connected
to such an inquiry. All these were organized in own central archive mir-
roring the original archival source files. We alsmnned and translated more
than fifty general books and memoirs, as well astermporary technical and
scientific journals covering punch cards and diatis Nazi publications, and
newspapers of the era. All of this material—primdocuments, journal arti-
cles, newsclips, and book extracts—were cross-imdldsy month. We cre-
ated one manila folder for every month from 19331850. If a document
referred to numerous dates, it was cross-filedhis numerous monthly fold-
ers. Then all contents of monthly folders were Hart cross-indexed into
narrow topic threads, such as Warsaw Ghetto, Ger@amsus, Bulgarian
Railroads, Watson in Germany, Auschwitz, and so on.

Stacks of documents organized into topics were yadaacross my
basement floor. As many as six people at a timdybsisutded copies of doc-
uments from one topic stack to another from mornimgil midnight. One
document might be copied into five or six topiccka A high-speed copier
with a twenty-bin sorter was installed. Just movirgm place to place in the
basement involved hopscotching around documert.pile

None of the 20,000 documents were flash cards. ds wnuch more
complex. Examined singly, none revealed their stéimgeed, most of them
were profoundly misleading as stand-alone papehngyTonly assumed their
true meaning when juxtaposed with numerous othdate® documents,
often from totally unrelated sources. In other vegorthe documents were all
puzzle pieces—the picture could not be constructetdl all the fragments
were put together. For example, one IBM reporttiitegy referred to a "Mr.
Hendricks" as fetching an IBM machine from Dachidlot until | juxtaposed
that document with an obscure military statistiepart discovered at the
Public Record Office in London did | learn who Sgéendricks really was.
Complicating the task, many of the IBM papers anotes were un-
signed or undated carbons, employing deliberateuetagss, code words,
catchphrases, or transient corporate shorthan@ddltb learn the contempo-
raneous lexicon of the company to decipher thentemt. | would study and
stare at some individual documents for months timgilr meaning finally



became clear through some other discovered docurfentexample, | en-
countered an IBM reference to accumulating "pdinBrentually, | discov-
ered that "points" referred to making sales qudtasinclusion in IBM's
Hundred Percent Club. IBM maintained sales quotasafl its subsidiaries
during the Hitler era.

Sometimes a key revelation did not occur until wacked a source
back three and four stages. For example, | reviethedEnglish version of
the well-known volume Destruction of the Dutch JdwsJacob Presser. | found
nothing on my subject. | then asked my researchetdolland to check the
Dutch edition. They found a single unfootnoted mefiee to a punch card
system. Only by checking Presser's original typpscid we discover a mar-
ginal notation that referenced a Dutch archivalutoent that led to a cas-
cade of information on the Netherlands. In reviewihe Romanian census, |
commissioned the translation of a German statistisi twenty-page memoir
to discover a single sentence confirming that pucehds were used in
Romania. That information was juxtaposed againstBi letter confirming
the company was moving machinery from war-torn Rolinto Romania to
aid Romanian census operations.

In the truest sense, the story of IBM and the Halst has been shat-
tered into thousands of shards. Only by piecingntladl together did | erect a
towering picture window permitting me to view whadally occurred. That
verified account is retold in this book.

In my pursuit, | received extraordinary cooperatitom every private,
public, and governmental source in every countrgdly the only refusal
came from IBM itself, which rebuffed my requests fccess to documents
and interviews. | was not alone. Since WWII, thenpany has steadfastly
refused to cooperate with outside authors. Viryualery recent book on
IBM, whether written by esteemed business histsrian ex-IBM employees,
includes a reference to the company's refusal tp@mte with the author in
any way. Ultimately, | was able to arrange propeceas. Hundreds of IBM
documents were placed at my disposal. | read thlem a

Behind every text footnote is a file folder withl dhe hardcopy docu-
mentation needed to document every sentence inbibdk at a moment's
notice. Moreover, | assembled a team of hair-gpdjftnitpicking, adversarial
researchers and archivists to review each and eseryence, collectively
ensuring that each fact and fragment of a fact aked up with the neces-
sary black and white documents.

In reconstructing the facts, | was guided on eveage by two principles:
context and consequences. For instance, althoegjoyed access to vol-



umes of diplomatic and intelligence informatiomyds careful to concentrate

on what was known publicly in the media about atieg and anti-Jewish
conditions in Europe. For this reason, readersnaiice an extraordinary
reliance on articles in the New York Times. | qutte New York Times not
because it was the newspaper of record in Ameboapecause IBM execu-
tives, including Thomas Watson, were headquartarddew York. Had they
lived in Chicago, | would have quoted the Chicagibdne. Had they lived in
Cleveland, | would have quoted the Cleveland Flaaler.

Readers will also notice that | frequendy reliedompreproducing the
exact words the principals themselves used in rtaheg, letters, or telephone
transcripts. Readers can judge for themselves lgxatiat was said in what
context.

With few exceptions (see Bibliographical Note), théolocaust litera-
ture is virtually devoid of mention of the Holldritmachines—in spite of
its high profile display at the United States Helost Memorial Museum.
Historians should not be defensive about the aleseh@ven a mention. The
public documents were all there, but there aredlie millions of frames and
pages of Holocaust documents in the leading arshifehe world. Many of
these materials had simply never been accessed; haame not been avail-
able, and some are based on false chronologiepmeaa to be corporate
minutia. Others were well known, such as Heydrict®89 instruction on
concentrating Jewish communities near railroadkrabut the repeated ref-
erences to census operations were simply overlooked

More than the obscurity of the documents, such rarestigation would
require expertise in the history of the Holocausfobe and after the war
began, the history of post-Industrial Revolution cimenization, the history
of technology, and more specifically the archaiaghucard system, as well as
an understanding of Reich economics, multi-natiooaiporations, and a
grasp of financial collusion. In addition, one wibuheed to juxtapose the
information for numerous countries before assemgbtile complete picture.
Just as important is the fact that until | examirlkd IBM documents, that
half of the screen was totally obscured. Again, doeuments do not speak
by themselves, only in ensemble. | was fortunatbaee an understanding of
Reich economics and multi-national commerce from eaylier book, The
Transfer Agreement, as well as a background inctraputer industry, and
years of experience as an investigative journajstcializing in corporate
misconduct. | approached this project as a typicabt grandiose investiga-
tion of corporate conduct with one dramatic differe: the conduct impacted
on the lives and deaths of millions.



Gathering my pre publication expert reviewers waspracess in itself.
I sought not only the leading historians of the dtalust, but niche experts
on such topics as Vichy France, Romania, and ceasdspersecution. But |
also consulted business historians, technical alistsi, accountants, legal
sources on reparations and corporate war crimesnaastigator from the
original Nuremberg prosecution team, a wartime teni§i intelligence tech-
nology expert, and even an ex-FBI special agent witpertise in financial
crimes. | wanted the prismatic view of all.

Changing perspective was perhaps the dominant meaday the rela-
tionship between IBM and the Holocaust has nevembexplored. When |
first wrote The Transfer Agreement in 1984, no eramted to focus on assets.
Now everyone talks about the assets. The formatags for most Holocaust
scholarship was before the computer age, and vedtire the Age of Infor-
mation. Everyone now possesses an understandihgveftechnology can be
utilized in the affairs of war and peace. We caw g back and look at the
same documentation in a new light.

Many of us have become enraptured by the Age of piibenization
and the Age of Information. | know | have. But ndvam consumed with a
new awareness that, for me, as the son of Holocaustvors, brings me to a
whole new consciousness. | call it the Age of Redilbn, as we look back
and examine technology's wake. Unless we understamad the Nazis
acquired the names, more lists will be compiledresjanore people.

The story of IBM and the Holocaust is just a begign | could have
written twenty books with the documents | uncoveraedle for every country
in Europe. | estimate there are 100,000 more dontsnscattered in base-
ments and corporate archives around the UnitecesStand Europe. Corpo-
rate archivists should take note: these documemtsedated to a crime and
must not be moved, tampered with, or destroyedyThast be transferred
to those appropriate archival institutions that cassure immediate and
undelayed access to scholars and war crimes ptosecso the accountabil-
ity process can continue (see Major Sources).

Only through exposing and examining what really wwed can the
world of technology finally adopt the well-worn nimwt Never Again.

EDWIN BLACK
Washington, D.C.



PART ONE



1 NUMBERED PEOPLE

VEILS OF SMOKE HUNG ABOVE. MANY OF THE EXHAUSTED
prisoners, insensate from torture and starvatiolymped lifelessly,
waiting to fade into death. But most of the 60,000uman
beings squeezed into this unimaginable clearing ngsto the ever-
greens were still running from place to place, @ening assigned
chores quickly, proving their strength and viagilitfor yet an-
other day of existence. Surviving the moment wasirthguest This
nightmare was Bergen-Belsen concentration camp, pacia Hell on
Earth created by Nazi Germany.

At the rear of the camp, just meters from its baence, stood a
solitary guard tower. Its cross-barred wooden framese some 25
feet in the air. Looking down from this commandipgrch, one saw
three orderly rows of wooden barracks down to thghtr Along
the left lay kitchens, workshops, storage areasd datrines haphaz-
ardly arrayed between curved, muddy lanes. Thisgtlkenof incar-
ceration all terminated several hundred meters awaty the gate
leading to the camp commandant's office and the eB8ampment. A
barbed-wire perimeter gave the camp definition ewen a series of
internal fences straddling patrol aisles segmentbd cruel confines
into six sub-camps.

Just below the rear watchtower, a round-topped aften
squatted atop the mud. Black and elongated, thenatar resembled
a locomotive engine, but with two weighty kiln deat the front.
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Its single, tall, sooty smokestack rose severalerseinto the air. A hand
made metal stretcher of sorts, used to slide eteaci@orpses into the flames,
was always nearby. Here was the crematorium. Ndddm out of sight, nor
obscured by structures or berms, the crematorium el@se enough to burn
the eyes of any SS guard stationed in the watchitoWee ominous structure
and its message were visible to all as the final station should fate falter—
or deliver?

Situated between two rivers and the towns Berged &elsen, the
site was originally established in spring 1943 agrigoner transit camp for
10,000 Jews who might be ransomed or traded. Buheénlast months of
1944 and early 1945, as Nazi death camps, includimgchwitz, were liber-
ated by the Allies, Belsen became a nightmare ohdwmu consolidation, re-
ceiving transports from other sites. By spring 194®@re than 40,000 were
imprisoned under indescribable conditions. Starwedrked to death, and
randomly tortured, the death toll rose to nearlyOQ0 just for the month of
March 1945. After liberation, horrified British miedl teams were unable to
save some 14,000 dying souls. Eventually bulldoresee deployed to grue-
somely shovel bodies into trenches of twisted rigortis?

Just meters from the Belsen crematorium, off to ldfe near the kitch-
ens and the cisterns, down a muddy path, stoodblbek leader's house.
Inmates sometimes called this place "the lion's."d&@/ithin "the lion's den"
was a room for the Arbeitsdienstfuhrer, the Laberviee Leader. That is
where the Hollerith punch cards were processedirgtt glance, they seemed
like simple rectangular cards, five and a quartethés long, three and a
quarter inches tall, divided into numbered colunwigh holes punched in
various rows. But they were much more than simple cards.

Beginning in December 1944, a Dutch Jew, Rudolf i@hevas assigned
to work in the Labor Service Office. Hungry and plste to stay warm,
Cheim tried every cold morning to locate a bit oftrea food and some
matches to make a fire. Kindling was stacked in dffee. But no matches.
For those, Cheim needed to venture into the othemrwhere the SS offic-
ers slouched on chairs. Invariably, they viciousbnched him in the face as
the price for walking near to obtain a match. Buivas worth it for Cheim.
He could survivé.

Working in the Arbeitsdienst was good. The Laborviee Office held
the power of life or death over prisoners, inclgdimm. If an inmate could
work, he could live. Cheim was happy for an offagsignment working with
the Hollerith punch cards and their coded numtius as he did, he silendy



observed through the corner of his eye the SS negnimistering the card
sorting procedure. For five weeks he look mentéésio

Quickly, Cheim learned the method. Every day, tpans of slave la-
borers were received. Prisoners were identified descriptive Hollerith
cards, each with columns and punched holes deajaitiationality, date of
birth, marital status, number of children, reason ihcarceration, physical
characteristics, and work skills. Sixteen codecegaties of prisoners were
listed in columns 3 and 4, depending upon the pokgtion: hole 3 signified
homosexual, hole 9 for anti-social, hole 12 for 8ypHole 8 designated a
Jew. Printouts based on the cards listed the pisoby personal code num-
ber as welf

Column 34 was labeled "Reason for Departure.” C@deimply meant
transferred to another camp for continuing labaatuxal death was coded 3.
Execution was coded 4. Suicide coded 5. The omircmge 6 desighated
"special handling," the term commonly understoodeatermination, either
in a gas chamber, by hanging, or by gunshot.

For some two years as the trains and trucks rolledfrom Belgium,
France, and Holland, thousands of punch cards w&eenined, processed,
and the information fed back to the Department w@itiStics at the SS Eco-
nomics Office in Oranienburg. The numbered men amdnen were com-
pared to a list of work needs at Bergen-Belsen aih@ér camps. "Never a
name," Cheim remembers, "only the assigned nunibdmsy many died was
just a statistic to note, a detail for the machitesdigest. That December
1944, some 20,000 prisoners were registered; Sthelgeer day, on average,
were recorded on punch cards.

Cheim learned that to discover the occupational engk of a prisoner
group, each inmate's individual punch card was if#d the mechanical
sorter. Then the dials were adjusted to isolatdairerprofessions, labor
skills, age groups, or language abilities needednMark battalions. If prison-
ers were selected for work, their names appeared blollerith printout for
transport to nearby sub-camps, factories, and laah farms'

Labor requirements were reported and then matchedOffice D I
of the SS Economics Office, which administeredth# camps under Gen.
Oswald Pohl. Pohl, creator of the "Extermination logbor" program, ar-
dently argued that expeditiously gassing Jews degrihe Reich of an im-
portant resource. His idea, "Extermination by Labaquite simply meant
working Jews to death. Only after outliving thesefulness would they be
deported to death camps for gassing. Office D bewed SS Chief Heinrich



Himmler's declaration: "If 10,000 Russian femaledlapse from exhaustion
while digging a tank ditch, it interests me only o as the tank ditch is
completed for Germany?

Cheim took special notice one day when five womestaped from

Bergen-Belsen. Angry SS guards vowed to recaptoeent They resented
reporting the prisoner departures in column 34h& punch card forms as
code 7—escaped.

He became fascinated with a young Dutch seamstid8m was she?
Her journey began in the Westerbork camp. Went tscAwitz. She was
born May 10, 1924. No name. Just a number. 53752.Who was 53752,

Cheim wondered? Did she not have a name, only derih

Cheim soon began to understand the truth. Hunddghousands of

human beings were being identified, sorted, assigraad transported by
means of the Hollerith system. Numbers and punclschad dehumanized
them all, he thought. Numbers and punch cards wptdthably kill them all.

But Cheim never understood where the Hollerithesystame front®

One December morning, even as the numbered manmChiai his tat-

tered uniform, stepped quickly toward the Bergets&e Hollerith office to

stay warm and to stay alive, another man, this dnessed elegantly in a fine
suit and warm overcoat, stepped out of a new chartdfl car at 590 Madison
Avenue in New York. He was Thomas J. Watson. Himmany, IBM—one of

the biggest in the world—custom-designed and leabed Hollerith card

sorting system to the Third Reich for use at BerBelsen and most of the
other concentration camps. International Businesghihes also serviced its
machines almost monthly, and trained Nazi persotmeise the intricate sys-
tems. Duplicate copies of code books were kepBM's offices in case field
books were lost. What's more, his company was tbkisive source for up to
1.5 billion punch cards the Reich required each f@aun its machine¥.

Indeed, the systems were not only used in the corat®n camps, but
hundreds of them had been installed for years dirout the entire com-
mercial, industrial, war-making, and anti-Jewislirastructure of Nazi Ger-
many and Nazi-dominated Europe.

On this cold December day, Watson was unyieldings Berman sub-
sidiary, Dehomag, was out of control. More lawyersuld be called, more
telegrams would be sent, more clever maneuverint wie State Depart-
ment would be undertaken—not to stop Dehomag frtangenocidal part-
nership with the Third Reich, but to ensure thattla® proceeds and profits
remained with IBM NY. No matter who won, IBM woulatosper. Business
was its middle name.



2THE IBM-HITLER INTERSECTION

ON JANUARY 30, 1933, THE WORLD AWOKE TO A FRIGHTENG

new reality: Adolf Hitler had suddenly become leadé Germany. Hitlerites
dressed in a spectrum of uniforms from gauche tmons, paraded, motored,
and bicycled through Berlin in defiant celebratidtanging from trucks and
stomping through the squares, arms outstretchesfead swaggering in song,
the Nazis were jubilant. Their historic moment—fyhti with emotional ex-
pectations of revenge and victory against all ashes—their long
awaited decisive moment had arrived. From this amst the world
would never be the same.

Quickly, Hitler's Nazis moved to take over the ®nti govern-
ment and virtually all aspects of German commera®ciety, and
culture. Der Fuhrer wanted an Aryan Germany to datei all of
Europe with a master race subjugating all non-AsyariFor Jews,
Hitler had a special plan: total destruction. Thesere no secrets in
Hitler's vision. He broadcast them loudly to the rido They ex-
ploded as front-page headlines in every major cityy every radio
network, and in weekly cinema newsreels. Ironicalliitler's fas-
cism resonated with certain men of great visionchsuas Henry
Ford. Another who found Hitlerism compelling was offlms J. Wat-
son, president of one of America's most prestigioagempanies:
International Business Machings.
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The roads traveled by Hitler and Watson began iiferedint parts of the
world in completely different circumstances withngaetely different inten-
tions. How did these two men—one an extreme cagtitathe other an
extreme fascist—form a technologic and commerdi@ree that would ulti-
mately facilitate the murder of six million Jewsdaman equal number of
other Europeans? These men and their philosoproetd not have been
more dissimilar. Yet as history proved, they coblave hardly been more
compatible.

It all began decades before in New York during fast gasp of the
nineteenth century, at a time when America's rapitlistrial growth spurred
inventions to automate virtually every manual taSkvells of immigrants
came to American shores to labor long days. Butesdneamed of a better
way to be industrious—or at least a faster and mpieavay. Contraptions,
mechanizations, and patented gadgets were evergwhaning wheels,
cranking cogs, and saving steps in workshops anotbrfas. The so-called
Second Industrial Revolution, powered by electicitas in full swing. Turn-
of-the-century America—a confluence of massive cemum and clickety-
clack industrial ingenuity—was a perfect moment tbe birthplace of the
most powerful corporation the world has ever séht.?

IBM's technology was originally created for only eorreason: to count
people as they had never been counted before,anittagical ability to iden-
tify and quantify. Before long, IBM technology denstrated it could do
more than just count people or things. It could pota, that is, the technol
ogy could record data, process it, retrieve it,l\@®ait, and automatically
answer pointed questions. Moments of mechanizetebaosuld now accom-
plish what would be an impossibility of paper arghgil calculation for any
mortal man.

Herman Hollerith invented IBM. Born in 1860, Holldr was the son
of intellectual German parents who brought thewupr and austere German
heritage with them when they settled in BuffaloyNéork. Herman was only
seven when his father, a language teacher, dieth iaccident while riding a
horse. His mother was left to raise five childrdana. Proud and indepen-
dent, she declined to ask her financially comfdeaarents for assistance,
choosing instead a life of tough, principled seliance®

Young Hollerith moved to New York City when, at addteen, he
enrolled in the College of the City of New York. dept for spelling difficul-
ties, he immediately showed a creative aptitudel, @anage nineteen gradu-
ated from the Columbia School of Mines with a degreengineering,



boasting perfect 10.0 grades. In 1879, Holleritbepted the invitation of his
Columbia professor to become anassistant in the G&hsus Bureau. In
those days, the decennial census was little maaa th basic head-count,
devoid of information about an individual's occupat education, or other
traits because the computational challenge of daogimillions of Americans
was simply too prodigious. As it was, the manuainting and cross-tabula-
tion process required several years before fieslults could be tallied.
Because the post-Civil War populace had grown siftlgwperhaps doubling
since the last census, experts predicted spenatng than a decade to

count the 1890 census; in other words, the nexduwseim 1900 would be
underway before the previous one was comflete.

Just nineteen years old, Hollerith moved to Wadbimg D.C., to join
the Census bureau. Over dinner one night at thé pagomac Boat Club,
Director of Vital Statistics, John Billings, quipghdo Hollerith, "There ought
to be a machine for doing the purely mechanicalkwafr tabulating popula-
tion and similar statistics." Inventive Holleritledgan to think about a solu-

tion. French looms, simple music boxes, and plaiemos used punched

holes on rolls or cards to automate rote activitigout a year later, Hollerith
was struck with his idea. He saw a train conduptanch tickets in a special
pattern to record physical characteristics suchheight, hair color, size of
nose, and clothing—a sort of "punched photograpBther conductors
could read the code and then catch anyone re-ubegicket of the original
passenget.

Hollerith's idea was a card with standardized holesch representing a
different trait: gender, nationality, occupatiomdaso forth. The card would
then be fed into a "reader." By virtue of easiljuathble spring mechanisms
and brief electrical brush contacts sensing for hbkes, the cards could be
"read" as they raced through a mechanical feedss. processed cards could
then be sorted into stacks based on a specifigessafrpunched holés.

Millions of cards could be sorted and resorted. Awdgsired trait
could be isolated—general or specific—by simplytisgr and resorting for
data-specific holes. The machines could render gherait of an entire
population—or could pick out any group within thadpulation. Indeed, one
man could be identified from among millions if egbuholes could be
punched into a card and sorted enough times. Epemch card would
become an informational storehouse limited onlytiy number of holes. It
was nothing less than a nineteenth-century bar favxdeuman being5.

By 1884, a prototype was constructed. After borrgna few thousand



dollars from a German friend, Hollerith patentedd abuilt a production
machine. Ironically, the initial test was not a opbwf the living, but of the
dead for local health departments in Maryland, Nesk, and New Jersey.
Soon, Hollerith found his system could do more thamunt people. It
could rapidly perform the most tedious accountingctions for any enter-
prise: from freight bills for the New York Centr&ailroad to actuarial and
financial records for Prudential Insurance. Mostpdntantly, the Hollerith
system not only counted, it produced analysis. Thenging contraption
could calculate in a few weeks the results thataam mreviously spent years
correlating. Buoyed by success, Hollerith organizettip overseas to show
his electromechanical tabulator to European govents; including Ger-
many and lItaly. Everywhere Hollerith was met witbclaim from bureau-
crats, engineers, and statisticidridis card sorter was more than just a clever
gadget. It was a steel, spindle, and rubber-wheledgdto the Pandora's Box
of unlimited information.

When the U.S. Census Bureau sponsored a conteginge¢he best
automated counting device for its 1890 census, ds w0 surprise when
Hollerith's design won. The judges had been stuygyirfor years. Hollerith
quickly manufactured his first machin®s.

After the 1890 census, Hollerith became an ovetnigibulating hero.
His statistical feat caught the attention of theneyal scientific world and
even the popular newspapers. His systems save@d¢hsus Bureau some $5
million, or about a third of its budget. Computaowere completed with
unprecedented speed and added a dramatic new dimetess the entire
nature of census taking. Now an army of censusrs¢adeuld posit 235 ques-
tions, including queries about the languages spdkethe household, the
number of children living at home and elsewhere lwvel of each family
member's schooling, country of origin, and scoresther traits. Suddenly,
the government could profile its own populatfon.

Since the Census Bureau only needed most of thalatabs once every
decade, and because the defensive inventor alwaested some electri-
cian or mechanic would steal his design, Holled#itided that the systems
would be leased by the government, not purchashik important decision
to lease machines, not sell them, would dominatemaljor IBM business
transactions for the next century. Washington pdddlerith about $750,000
to rent his machines for the project. Now the ineea challenge was to find
customers for the machines in between the decerfe@dral censuses.
Quickly, that became no challenge at all. Governtsiand industry were



gueuing up for the devices. Census and statistieglartments in Russia,
Italy, England, France, Austria, and Germany abmsitted orders. Hollerith's
new technology was virtually unrivaled. His maclimeade advanced census
taking possible everywhere in the world. He andatme would control the
technology because the punchers, sorters, andatabailwere all designed
to be compatible with each other—and with no othechine that might
ever be producel.

Moreover, millions of punch cards would be neededapture the

data. Each disposable punch card could essentigllyysed only one time.
Hollerith had the underpinnings of a monopoly ardHad not even started
the company. Most important, the whole enterprisecldy elevated Holle-
rith and his system to supranational stafu§overnments were just cus-
tomers, customers to be kept in check. In many welgdlerith felt that he
and his technology were indeed bigger than goventendn many ways,
he was right.

With the world waiting, it was time for the engime® launch a corpo-
ration. Ironically, Hollerith was too busy garnegimew business to create an
actual company. Moreover, still in his thirties lalteady set in his ways, the
handlebar mustachioed and often surly Hollerith wea¢ well suited for
the task. Hollerith could dress in top hat and ahtgwvalking cane when the
occasion required. But he lacked patience and geeabhorred the commer-
cialization such a company required, and contigusilispected his customers
of planning to steal his designs. Maintaining aepal connection to his
invention, Hollerith took everything personally. ke, no client or contact
was too important to antagonize. Grudges were savtung. Feuds relished.
Not infrequently, his attitude toward customers wake-it-or-leave-it. Out-
spoken and abrasive, he was ready to do combat getlernment officials
whom he suspected of undermining his patent, her@booad. The little
annoyances of life riled him just as much, suclhascar that suddenly broke
down, prompting an angry letter-writing campaigritte manufacturer’

Other than his inventions, Hollerith was said tcerc$h three things: his
German heritage, his privacy, and his cat Bismaktik. link to everything
German was obvious to all around him. Hollerith twewt of his way to
sail to Europe on German vessels. He once justifisdfriendship with a
colleague’s wife, explaining, "[She] is a Germanl got along very well with
her." And when colleagues thought he needed a thsy suggested he
take a long vacation in the one place he couldxydiés beloved ancestral
homeland?®



For privacy, Hollerith built a tall fence aroundshihome to keep out
neighbors and their pets. When too many cats s¢hkedop to jump into the
yard, the ever-inventive Hollerith strung electtigare along the fence, con-
nected it to a battery, and then perched at hidovinpuffing on a cigar.
When a neighbor cat would appear threatening Biskisprivacy, Hollerith
would depress a switch, sending an electricaiijodt the animaf?®

Hollerith's first major overseas census was orgahiZfor the brutal
regime of Czar Nicholas Il to launch the first-esx@nsus of an estimated
120 million Russians. Nicholas was anxious to imgdollerith technology.
So the inventor traveled to St. Petersburg totheaénormous contrath.

Shortly after his return from Russia in late 18%&llerith finally incor-
porated. He located the company office in his aasteo-story workshop-
warehouse in the Georgetown section of Washind®o@,, just a few minutes
drive from both the White House and Census Buré#ei.named his new
firm with predictable plainness: the Tabulating Mime Company, a name
that would be quickly forgotteff. But that same entity would eventually
become IBM, one of the most recognizable commer@ates of all time.

SHORTLY AFTERthe 1900 census, it became apparent to the fedexarn-
ment that it had helped Hollerith's Tabulating MaehCompany achieve a
global monopoly, one based on an invention the CerBureau had—in a
way—"commissioned" from an employee on the Bureaws payroll, Her-
man Hollerith. Moreover, the new reform-minded Biwr of the Census
Bureau, Simeon North, uncovered numerous irredidariin the Bureau's
contracts for punch card machines. Hollerith wasiging the federal gov-
ernment. Excessive royalties, phantom machinesngistent pricing for ma-
chines and punch cards, restrictive use arrangemeahe gamut of vendor
abuses was discover&d.

Worse, instead of the Bureau being Hollerith's Jestted customer,
Tabulating Machine Company was charging other gowents and commer-
cial clients less. North suspected that even thesio Czar was paying far
less than Uncle Sam. American taxpayers, it seemede subsidizing the
newly ascended Hollerith empife.

When he investigated, North was astonished to lgaat his predeces-
sor, William Merriam, had negotiated lucrative asoimetimes inexplicable
contracts with Hollerith's firm. Then, little morhan a year after Merriam
left the Census Bureau, Hollerith hired him as ige#® of Tabulating
Machine Company. A rankled North inaugurated a &uceatic crusade



against his own agency's absolute dependence oderittoltechnology, and
the questionable costs. He demanded answers.Hall desire to be satis-

fied of," North asked of Hollerith, "is that the [8&l] government is given as
fair and as liberal terms as those embodied inci@pany's contracts for
commercial work and ... for other governmerits."

Hollerith didn't like being challenged. Rather thassuage his single
most important customer, Hollerith launched a testymus feud with
North, eastigating him before Congress, and evetihéoman who appointed
him, President Theodore Roosevelt. Tabulating MaCompany's technol-
ogy was indispensable, thought Hollerith. He fed bould pressure and
attack the U.S. government without restraint. Bugnt North fought back.
Realizing that Hollerith's patents would expire 1806, and determined to
break the inventor's chokehold on the Census Burblauth experimented
with another machine, and, finally, in July 190%, tooted the Holleriths out
of the Census Bureau altogether. Tabulating MacBimmpany had lost its
client?

A rival tabulator, developed by another Census 8&uretechnician
named James Powers, would be utilized. Powers' imextwere much faster
than Hollerith devices. They enjoyed several autechadvances over Holle-
rith. and the units were vasdy less expensive. Mbsll, Powers' machines
would allow the Census Bureau to break the grighef Tabulating Machine
Company?

Despondent and unapproachable for months during ské#-inflicted
Census Bureau debacle, Hollerith refused to deti am onslaught of addi-
tional bad business news. Strategic investmentsugtyr lost money. Several
key railroad clients defected. Tabulating MachinemPany did, however,
rebound with new designs, improved technology, mowenmercial clients,
and more foreign census contracts. But then, in0194 an unbelievably
arrogant maneuver, Hollerith actually tried to stiqe United States from
exercising its constitutionally mandated duty tadaect the census. Claim-
ing the Census Bureau was about to deploy new mewhthat in some way
infringed his patents, Hollerith filed suit and saimw convinced a federal
judge in Washington, D.C., to issue a restrainindeo against the Thirteenth
Census. But the courts eventually ruled againstuleéing Machine Com-
pany. Hollerith had lost big.

Continuing in denial, the wealthy Hollerith tinkdrewith new contrap-
tions and delved into unrelated diversions whils bbmpany floundered.
His doctors insisted it was time to leave the bess$n Frustrated stockhold-
ers and management of Tabulating Machine Compartgowed that advice



and encouraged Hollerith to retire. Ambivalenthglerith began parceling

out his interests.

He began with Germany. In 1910, the inventor lieehsll his patents
to a German adding machine salesman named Willydiktger. Heidinger

created the firm Deutsche Hollerith Maschinen Qdseeaft—the German
Hollerith Machine Corporation, or Dehomag for shdrhis firm was owned

and controlled by Heidinger; only a few of his telas owned token shares.
As a licensee of Tabulating Machine Company, Delgprsanply leased

Hollerith technology in Germany. Tabulating MachiG®@mpany received a
share of Dehomag's business, plus patent royaldegdinger was a tradi-
tional German, fiercely proud of his heritage, atetlicated to his family.

Like Hollerith, Heidinger was temperamental, proiee volcanic outbursts,
and always ready for corporate comffat.

The next year, a disillusioned, embittered Holkerisimply sold out

completely. Enter Charles Flint, a rugged indivitgtavho at the edge of the
nineteenth century epitomized the affluent advesturapitalist. One of the
first Americans to own an automobile and fly anopéane, an avid hunter
and fisherman, Flint made his millions trading mernational commodities.
Weapons were one of those commodities and Flim'td@are whom he sold
them to?’

Flint's war profiteering knew no limits. He orgamiz a private armada
to help Brazilian officials brutally suppress a olvby that nation's navy,
thus restoring the government's authority. He beehthe manufacture of
the newly invented Wright Brothers aeroplane to siéaiWilhelm to help

launch German military aviation and its Great Weesa Indeed, Flint would
happily sell guns and naval vessels to both sides lorutal war. He sold to
Peru just after leaving the employ of Chile whebaader skirmish between
them erupted, and to enemies Japan and Russia gduah@ir various

conflicts?®

Of Flint it was once written, "Had anyone calledmhia merchant of

death, Flint would have wondered what the fellovd ha mind. Such was
the nature of the Western World prior to the Gi#&ar."?°

Flint had also perfected an infamous business nigdathe so-called

trust Trusts were the anti-competitive industriambinations that often
secretly devoured competition and ultimately led aogovernment crack-
down. The famous Sherman Anti-Trust Act was cregtstl to combat such
abuses. Newspapers of the day dubbed Flint, theelfaof trusts." The title

made him at once a glamorous legend and a vilteinis era®®



In 1911, the famous industrial combine maestro, wiam so deftly cre-
ated cartel-like entities in the rubber and chemledds, now tried some-
thing different. He approached key stockholders amghagement of four
completely unrelated manufacturing firms to createe minor diversified
conglomerate. The centerpiece would be Hollerghterprise™

The four lackluster firms Flint selected defied ampparent rationale
for merger. International Time Recording Company nafactured time
clocks to record worker hours. Computing Scale Camgpsold simple retail
scales with pricing charts attached as well asa d¢if meat and cheese slicers.
Bundy Manufacturing produced small key-actuatedetioiocks, but, more
importantly, it owned prime real estate in Endicdtew York. Of the four,
Hollerith's Tabulating Machine Company was simpie tlargest and most
dominant member of the grodp.

Hollerith agreed to the sale, offering his stock fabout $1.21 million,
plus a 10-year consulting contract at $20,000 @ar-y-an enormous sum for
its day. The resulting company was given a prosame arising from its
strange combination: Computing-Tabulating-Recordidgmpany, or CTR.
The new entity was partially explained by some ayreergistic combine that
would bring ready cash and an international satesef to four seemingly
viable companies stunted by limited growth potériatroubled economics.
Rather than bigness, Flint wanted product mix tkatild make each of the
flagging partners strongét.

After the sale was finalized, a seemingly detachddllerith strolled
over to his Georgetown workshop, jammed with stdckeachine parts in
every corner, and declared to the workers mattéaady: "Well, | sold the
business." Approaching the men individually, Hatleroffered one curt com-
ment or another. He was gracious to Bill Barnesp wwhd lost an arm while
assembling a belt mechanism. For Joe, a young wfooker, Hollerith osten-
tatiously handed him a $50 bill, making quite arnpigssion on someone
who had never seen so large a Hill.

Hollerith withdrew as an active manadgerThe commercial extension
of his ingenuity and turbulent persona was now lie hands of a more
skilled supranational manipulator, Charles Flintollerith was willing to
make millions, but only on his terms. Flint wantedllions—on any terms.
Moreover, Flint wanted CTR's helm to be captaingdalbbusinessman, not a
technocrat. For that, he chose one of America'sang coming business
scoundrels, Thomas J. Watson.



CARVED AMONG the densely wooded hills, winding, tduback roads con-
nected even the remotest farm to the small villaged towns that comprised
the Finger Lakes region of New York State in th®ds8 Gray and rutted,
crackling from burnt orange maple leaves in thd #ald yielding short
clouds of dust in the summer beneath the hoof ameeivof Thomas J. Wat-
son's bright yellow horse-drawn organ wagon, tHesely yet intriguing by-
ways seemed almost magical. Pastoral vistas ofinfpldreen hills veined
with streams lay beyond every bend and dip. Bunhawere alluring was the
sheer adventure of selling that awaited WatsonkBhen, it was just pianos
and sewing machiné8. But it took all-day tenacity and unending self-
confidence to travel these dirt roads just for tpportunity—not the cer-
tainty, only the opportunity—to make a sale.

Yet "making the sale,” that calculating one-on-omzardry that ends as
an exhilarating confirmation of one's mind over theo's motivation, this
was the finesse—the power—that came naturally tas@a Tall, lanky,
handsome, and intelligent, he understood people.kiav when to listen
and when to speak. He had mastered the art of g@osuand possessed an
uncanny ability to overcome intense opposition ‘ahase the deal.”

All born salesmen know that the addicting excitetnef a sales victory
is short-lived. No matter how great the sale, inever enough. Selling, for
such people, becomes not an occupation, but #liées

Any salesman can sell anything. Every salesmane alinows these
words are true. But they also know that not alesalen can go further. Few
of them can conquer.

Watson was a conqueror. From simple merchandisesmeiously sold
to farmers and townsfolk in rural west-central N¥ark, Watson would go
on to command a global company consumed not withe ngestomers, but
with territories, nations, and entire populatiohke would identify corporate
enemies to overcome and strategies to deploy. aike conqueror, he would
vanquish all in his way, and then demand the sp@Besmanship under
Watson would elevate from one man's personal elxia veritable cult of
commercial conquest. By virtue of his extraordinakylls, Watson would be
delivered from his humble beginnings as a latetem@h-century horse-
and-buggy back road peddler, to corporate scountivelegendary tycoon,
to international statesman, and finally to regal edican icon—all in less
than four decades.

Although born into a clan of tough Scottish Watsottee future captain
of industry was actually born Thomas J. "Wassons'Piotestant father, a



brawling, scowling lumberman of little religiouddcance, was so opposed to
having Catholic in-laws in the family, he changed hame to Wasson,
just to disassociate. Eventually, the family lee tprotest drop and re-adopted
the Watson name. Thus, young Tom could be a geMatson®’

Growing up in the Finger Lakes town of Painted Ridfgred few choices to the
ambitious, young Watson. To escape a life of warkihe family farm and
running horse teams pulling river barges, Watsooladed early he would
become a teacher. He even obtained his teachitifjca¢e. But after just one
day on the job, the impatient Watson confessedat®ettles my teaching
career. | can't go into a schoolroom with a bundhcbildren at nine
o'clock in the morning and stay until fouf."

Watson wanted to dive into commerce. He began bgdlpey sewing
machines and pianos on the road for a store in.td¥enhad to provide his
own horse. When his more experienced road partriiedl away, Watson
took over—and did better. Even when economic tirhesdened, Watson
learned to find lodging with befriended farmersstéa goods, and push on
despite rain-flooded roads and every other adyerfiespite his admirable
results, Watson's salary was generally $10 per wiBefore long, he quit and
looked elsewher?.

Quickly, Watson learned that some sales positioffferaml something
called a commission, that is, a cut. He joined itddimg and loan association in
Buffalo where he sold shares up and down the ptguileoads south of the
city. Watson's deal was straight commission. Hisnagar was a slick and
dapper operator who taught Watson how to smootélly sdéock in saloons,
and how to always dress the role of a successfyl KBaeties businessman.
Nothing drives glibness like a commission-only jaatson excelled—and
the feeling was invigorating. He loved to $8lIl.

In 1895, at age twenty-one, Watson bumped into JdhnRange, the
manager of the Buffalo office of one of the mogtaeious companies of the
day, the National Cash Register Company. Nicknatié& Cash,”" NCR was
the personal empire of the ruthless and belligetgovon, John Patterson.
Patterson had created a sales manual designedgitily ristandardize all
pitches and practices, and even mold the thougbtesses of selling. No
deviation was allowed. Patterson's way was the w@y. Range was one of
Patterson's most successful sales supervisorsglibig and humiliating his
underlings until they achieved their quotas. RarfmggEame a mentor to
Watson. In no time, The Cash converted Watson antmuthful commercial
mercenary’



Within months Watson was the territory's leadinglesanan,
outearning Range himself, eventually becoming antbadpest Cash salesmen
along the East Coast. His commissions reached gis 48 $100 per week.
Patterson took notice, transferring Watson and imigressive skills to the
undesirable Rochester office, one of the worstgoering of The Cash's 160
branch offices. Watson worked his magic immediatély his very first day,
while tying his horse to the hitching post in fraritthe National Cash Register
office, Watson encountered the angry saloonkeemett door. The irate
neighbor complained that The Cash enjoyed a dismputation and the
prior sales agent was often too drunk to perform jbb. Within minutes,
Watson had somehow convinced the disenchanted mauyt a new cash
register. Watson sold a second cash register widileg out to another com-
plaining prospect

Patterson realized that Watson was good enough otobeyond simple
sales. He was good enough to destroy the main ddiopen Rochester, the
Hallwood Company, which also marketed a cash regigidopting the bru-
tal, anything-goes techniques of Patterson and ®amgd adding a few devi-
ous tricks of his own, Watson began the systenatithilation of Hallwood,
its sales, and its customer base. Tactics includedng near the Hallwood
office to spy on its salesmen and customers. Watsonld report the
prospective clients so "intimidation squads" coyddunce. The squads
would threaten the prospect with tall tales of patmfringement suits by
NCR against Hallwood, falsely claiming such suitswd eventually include
anyone who purchased Hallwood machines. The friglttecustomer would
then be offered an NCR machine at a discéunt.

Watson never missed an opening. A Hallwood salesmvanm Watson
had befriended one day mentioned that he was gallim a prospect the
next day. In the morning, the Hallwood salesmairvedr at the merchant's
location just as Watson's horse and buggy wasgidiff, the sale in hand.
Watson had risen at dawn and driven twenty milestéal the account. Wat-
son enjoyed the triumph so thoroughly, he braggedutathe incident for
years to come. Within a few years, Watson had afigudriven Hallwood out
of Rochester. Later, Watson bragged that he hade rRaxthester "one of the
best organized and cleanest territori¥s."

Patterson liked Watson's style. The unscrupulousRN@resident had
learned to use frivolous libel and patent suitsdtive his competition into
submission. Watson could add a whole new dimensiothe war against
anyone other than Patterson who dared buy or selh aegisters—even
second-hand NCR cash registers. John Pattersavéeélihat cash registers



were his God-granted domain and no one else's.dVatsuld be thénstrument
of his gehemony’

In 1903, Watson was called to Patterson's officed anstructed to
destroy second-hand dealers across the countrijoddh he had become a
star in the Rochester office, Watson was still treédy unknown elsewhere.
Patterson planted him in New York City, handed kinmillion-dollar budget,
and asked him to create a fake business calledoWat€ash Register and
Second Hand Exchange. His mission was to join thransunity of second-
hand dealers, learn their business, set up shagpyyedramatically undersell,
quietly steal their accounts, intimidate their oms¢rs, and otherwise disrupt
their viability. Watson's fake company never neettednake a profit—only
spend money to decimate unsuspecting dealers dfragesters. Eventually,
they would either be driven out of business or eall to Watson with a dra-
conian non-compete clause. Funneled money from M@R used for opera-
tions since Watson had no capital of his éWn.

The mission was so secretive even the NCR salese fan Manhattan
believed that Watson had simply defected from tlehRster office to set up
his own shop. He reported directly to Patterson hisdstaff. It took years,
but the enemy—second-hand dealers—was ruthlesstyueved’’

The victim list was long. Fred Brainin's seconddhahusiness was on
14th Street in Manhattan—Watson bought him out wathproviso that
Brainin would stay out of cash registers. Silasdyaof Philadelphia merged
into Watson's new front. The East Coast was easywV8tson moved on to a
real challenge: Chicad8.

One of the biggest Chicago dealers was Amos Thohwasited on Ran-
dolph Street in the Loop, just a few steps from Eievated. Watson's fake
company moved in across the street. Thomas remeb8&Natson . . . tried
to get me to put a price on my business. He watdedontrol the second-
hand business. | told him | would not sell." But #m and his cohorts,
which now included his old supervisor John Rangeuldl come by three or
four times each day to press the rfian.

Still, Thomas would not sell. So Watson opened aomse¢ competing
store near Thomas. NCR had secretly acquired doofrcAmerican Cash
Register Company, the successor to Hallwood. Watssecond front, called
American Second Hand Cash Register Company, onlgesgd Thomas fur-
ther. Weakened, Thomas finally offered a buy-outepof $20,000. But that
was just too high for Watsofi.

By now, it was clear to Thomas that Watson was tingnfor Patterson's
NCR. The Cash didn't care if Thomas knew or notpiiave it, they invited



Thomas to NCR headquarters in Dayton, Ohio, wherevas first treated to a
splendid dinner and then "handled" by a Pattersaecudive. Unless
Thomas sold out for a "reasonable price," Thomas twkl, NCR would rent
yet another store near his and continue to undetsell his trade was
entirely wrecked. Buckling under, Thomas at lastead to sell for $15,875
plus $500 in cash. A battered and broken Thomaadpl with Watson, as
the new owner of his company, to be kind to a long devoted employee.
Amos Thomas had been conqueted.

Patterson's school for scoundrels was unparalleledAmerican busi-
ness history. A Watson aide once testified thatelPain would scream for
merciless destruction of all competitors. "Kill the. . . crush them,” Patter-
son would yell at sales conferences. The vanquisimetuded Cuckoo,
Globe, Hallwood, Metropolitan, Simplex, Toledo, Onj and scores of other
struggling cash register companiés.

NCR salesmen wore dark suits, the corporation iatem/ a One Hun-
dred Point Club for agents who met their quota, @hd Cash stressed "clean
living" as a virtue for commercial success. One daying a pep rally to the
troops, Watson scrawled the word THINK on a piet@aper. Patterson saw
the note and ordered THINK signs distributed thiomg the company.
Watson embraced many of Patterson's regimentingnigees as indispens-
able doctrine for good sales. What he learned aR Nuld stay with him
forever>®

NCR's war tactics were limidess. Bribes, knock-offachines at preda-
tory prices, threats of litigation, and even smdslstore windows were
alleged. The federal government finally steppedOm February 22, 1912,
Patterson, Watson, and several dozen other Cashutesas were indicted for
criminal conspiracy to restrain trade and constraianonopoly. Prosecutors
called the conduct the most uncivilized businesbal®r ever seen and
likened Watson and company to "Mexican bandits."

A year later, in 1913, all defendants were foundtglwy an Ohio jury.
Damning evidence, supplied by Watson colleagues esrmh Watson's own
signed letters of instructions, were irrefutableodtl of the men, including
Watson, received a one-year jail sentence. Manthefconvicted wept and
asked for leniency. But not Watson. He declared teawas proud of what
he had accomplished.

Then came the floods. The late winter and earlyngpin Dayton, Ohio,
had been brutal. Excessive rainfall swamped thg dihe Mad and Miami
rivers began overflowing. In late March 1913, ansmto tore through the
area, turning Dayton into a disaster scene, witbhmaf the area under



water. Some 90,000 people suddenly became homé&lessmunications were
cut. But Watson and others at NCR controlled onethef few telegraph
lines still on high ground®

The Cash pounced. NCR organized an immense emgrgetief effort.
The company's assembly line was retrofitted to peeda flotilla of rudimen-
tary rowboats—one every seven minutes. Botded veatgpaper cups were
distributed to flood victims along with hay cotsr fsleeping. NCR facilities
were converted into an infirmary. Five babies weawen there in one day.

From New York, Watson organized a relief train oédital supplies, food,
and more water. Where roadbed and rail switche® wershed away, Wat-
son ordered them instandy repaired. When NCR ret@hs encountered
irreparable tracks, just a few miles from Daytonateén recruited men to
carry supplies in on their backs until the goodshed Dayton—all to

cheering crowds’

Patterson, Watson, and the other NCR men becamenakteroes over-
night. A press room was established on NCR premBettions were sent to
President Woodrow Wilson asking for a pardon. Cibersing public sentiment,
prosecutors offered consent decrees in lieu oftijai. Most of the defendants
eagerly signed. Watson, however, refused, maimgihe saw nothing wrong
in his conduct. Eventually, Watson's attorneys essfully overturned the
conviction on a technicality. The government destirto re-prosecutg.

But then the unpredictable and maniacal Pattersewanded Watson's
years as a loyal sales warrior by suddenly suljgdtim to public humilia-
tion in front of a company assembly. Just as Watgas speaking to a festive
gathering of Cash executives, Patterson histrifigiceterrupted him to
praise another salesman. Everyone recognized tves.sShortly thereafter,
Watson was summarily firet.

For seventeen years, NCR had been Watson's life—féls€ cars and
even faster commissions, the command and contrahdfstrial subterfuge,
the sense of belonging. It was now over. Shockedts@h simply turned his
hack on his exciting lifestyle at The Cash. "Neaglerything | know about
building a business comes from Mr. Patterson,” Wfatsould admit. Now he
added this vow: "I am going out to build a businbigger than John Patter-
son has®

What was bigger than National Cash Register, oneAwierica's largest
corporations? Why stop at the American shoreline2sdh contacted the one
man who could take him global, Charles Flint of CTR



WHEN THOMAS WATSONwalked into Charles Flint's Fifth Avenue suite,ithe
respective reputations surrounded them like foie¢dfs. Watson's was na-
tional. Flint's was international. Watson had makiped mere men. Flint
had catered to the destiny of nations. Yet, thedidanot instandy bond.

Flint was shorter and much older than Watson, atghofilled with just
as much energy. After all, Flint had soared amottigstclouds in a Wright
Brothers plane and driven automobiles, sailed thetebt boat on many a
river or lake, and seen the world—all while Watseas still traversing back
roads on horseback. Yet, during their first meetMtson was almost disap-
pointed in the legendary financier's presence. Buvas Flint's ideas that
spoke louder than his physical stattire.

As a nineteenth-century international economic ativer, Flint be-
lieved that the accretion of money was its own umung reward, and that
the business world functioned much as the animagdom: survival of the
fittest. Watson found nothing unacceptable in Hipthilosophy. Heading up
CTR could be the chance Watson knew he deservéa tois own boss and
make all the decisions. CTR's diverse line wasebetihan cash registers
because the dominant product was Hollerith's tabuland card sorter. The
two men could work together to make CTR great—ihaif Watson's man-
agement deal was structured right.

But from Flint's point of view, he was hardly ready stroll across the
street to CTR's headquarters and install Watsom Sipersalesman before
him still walked under the shadow of a criminal wotion, which at that
point had not yet been overturned. Although undgseal, it could cast the
company in a bad light. During one of several boargetings to consider
hiring Watson, at least one CTR director bellowed-bnt, "What are you
trying to do? Ruin this business? Who is goinguo this business while he
serves his term in jail%*

It was a process, one that Watson was determinedavitg and so he
spoke frankly to the reluctant directors. First, $&ld himself—like any
adroit salesman—and then worked around their doleovorries about his
conspiracy conviction. Visions of products and psofproliferating world-
wide, million-dollar growth projections, ever-inaging dividends—these
were the rewards the directors embraced as mogirieng. CTR bought in.
Watson was offered "a gendeman's salary" of $25@€0year, plus more
than 1,200 shares of the firm. But Watson wantdtebeHe wanted a slice of
the profits. His commissionable days at NCR had ttekdehis craving for
more of the same. Much mote.

"In other words," said Flint, "you want part of tlee you cut.” Indeed.



Watson negotiated a commission of 5 percent ofCalR after-tax, after-divi-
dend profits. However, in light of Watson's conignt he would not join the
firm as president, but rather as general managedidn't matter. Watson
would call the shots. May 1, 1914, was his firsy da CTR. Hollerith's com-
pany, now Flint's company, would never be the sdimeould soon become
Watson's company.

Copying many of NCR's sales development and pramotiechniques,
Watson built an organization that even Pattersomldvdiave marveled at.
Just as Patterson had organized the One Hundred Baib for salesmen
hitting their quota, Watson began a festive Hundpedcent Club. Patterson
had demanded starched white shirts and dark suitdéC&. Watson insisted
CTR employees dress in an identical uniform. Andtd&ia borrowed his
own NCR innovation, the term THINK, which at CTR svampressed onto
as many surfaces as could be found, from the wmv@ Watson's desk to
the bottom of company stationery. These Pattersom \/atson touches were
easy to implement since several key Watson aides wie cronies from the
NCR scandal day?¥.

But Watson understood much more about human maivathan Pat-
terson had ever allowed to creep into NCR. Watsantad to inspire men to
greater results, not brutalize them toward meretagioHis way would
imbue a sense of belonging, not a climate of féar.a general understood
his troops, Watson well understood the value of wwgkingmen below to
the executive men above. Moreover, any limitationhis general manager
titte was soon overcome. In 1915, his convictiors veaerturned and within
forty-eight hours the board approved his ascerthéo presidency of CTR.
For the first years, Watson worked quietly out dé tsparse office at
CTR, cementing the firm's financial, labor, andhtdcal position. He did his
best to outmaneuver and neutralize the competitoulating machines. Pat-
ent wars were fought, engineering campaigns comettnesearch under-
taken, and major clients either conquered or retgered. When needed,
Watson arranged bank loans to see the companygihri@an times and help
it grow.?®

Hollerith, although no longer in control, remained an active consul-
tant with the company, but found Watson's style metely alien. Years
before, while still at NCR, Watson had ordered allédith machine, but
Hollerith declined to send one, fearing Watson woocbpy it for Patterson.
Now that they were in the same firm, the two freglyebutted heads on a
range of issues, from commercialization to tecHnieaearch. Unlike Holle-
rith, who was willing to do battle with customengeo some barely dis-



cernible personal principle Watson wanted to wirstomers over for the
money. Money was his principle. Flint's chairmaeo@e Fairchild, was also a
towering force at CTR to be reckoned with. Wats@avigated around both
Hollerith and Fairchild. Without Flint's continuousacking, Watson could
not have managed. Nonetheless, without his unigumimg style, Watson

could not have perseveré&d.

Watson became more than a good manager, more tlsinap impres-

sive executive, more than merely a concerned erapldye became central to
the company itself. His ubiquitous lectures and tsks were delivered with

such uplifting passion, they soon transcendedttiogical inspiration. Watson

embodied more than the boss. He was the Leadezvétehad a song.

Clad in their uniforms of dark blue suits and gishg white shirts, the

inspirited sales warriors of CTR would sing:

Mister Watson is the man we're working for,
He's the Leader of the C-T-R,

He's the fairest, squarest man we know;
Sincere and true.

He has shown us how to play the game.
And how to make the doudh.

Watson was elevating to a higher plane. Newspaptcles began to
focus on him personally as much as the company pkligasive presence and
dazzling capitalistic imperatives became a virttgdigion to CTR employees.
Paternalistic and authoritarian, Watson demandeslate loyalty and cease-
less devotion from everyone. In exchange, he albWwdR to become an
extended family to all who obeyét.

In 1922, Patterson died. Many have said his dea#ts \&n emotional
turning point for Watson, who felt his every movasmno longer being com-
pared to the cruel and ruthless cash register niagS@me two years later,
CTR Chairman Fairchild also died. By this time, lddth had resigned in
ennui from the CTR board of directors and compjefeded away in poor
health. Watson became the company's chief execatideuncontested reign-
ing authority’

Now CTR would be completely transformed in Watsomsage. A new
name was needed. In Watson's mind, "CTR" said ngthkibout the com-
pany. The minor products, such as cheese sliceds kay-activated time
clocks, had long been abandoned or marginalize& ddmpany was pro-
ducing vital business machines for a world marstmeone had suggested a
name for a new company newsletter: InternationaifBss Machine§.



International Business Machines - Watson realibatithe name de-

scribed more than a newsletter. It was the pensatidn of what Watson and
his enterprise were all about. He renamed the coynpéis intensely deter-
mined credo was best verbalized by his promisd:ttiRBM is more than a
business—it is a great worldwide institution trsatjoing on forever’

More than ever. Watson fused himself into evergfat IBM's opera-

tions, injecting his style into every decision, andsmerizing the psyche of
every employee. "IBM Spirit"—this was the term Watsascribed to the all-
encompassing, almost tribal devotion to company tie demanded. "We
always refer to our people as the IBM Family," Vatsemphasized to his
employees, "and we mean the wives and children & ag the men." He
continually spoke in terms of "oneness" with IBM.

Employees were well treated, generously compensagetitied to ex-
cellent working conditions with the most liberalniedits and vacation times,
enrolled in the IBM Country Club at Endicott, NeworX, and invited to end-
less picnics, rallies, and dances. Plus they wedacited into the IBM Club.
"The company just won't let you get lonesome," sswone Club member.
Children began their indoctrination early, becomgligible at age three for
the kiddy rolls of the IBM Club, graduating to joniranks at age eight.

"Look upon me as the head of the family," Watsonuldopreach. "I
want you to come to me as often as you feel theanl do anything for you.
Feel free to come and open your hearts and make rgmuests, just the
same as one would in going to the head of a faimBy. penetrating was the
Watson father image that employees routinely dill his permission for
ordinary personal decisions. John G. Phillips,drample, a man so powerful
within the IBM organization that he ultimately bema its vice-chairman, did
not own an automobile until 1926; in that year, fimally approached the
Leader. "Mr. Watson," declared Phillips, "I haveoegh money to buy a car,
but | would like your permission to do it

Watson's own son, Tom, who inherited his fathefsorte at IBM,
admitted, "The more | worked at IBM, the more lawted Dad for the cult-
like atmosphere that surrounded hiffh."

Large pictures of Watson in the weekly company jgatibn, Business
Machines, regularly sported headlines proclaimimgnehis ordinary accom-
plishments, such as "Thomas J. Watson Opens Nesa@¥|Office." The ever-
present equating of his name with the word THINKswaore than an
Orwellian exercise, it was a true-life indoctrimeiti The Watson mystique
was never confined to the four walls of IBM. Hisrawvas only magnified by
his autocratic style, barking out orders, demaneéwveyywhere the pinnacle



of service and action at a momenttstice employing a secretary to ostenta-
tiously follow him around scribbling notes and imstions on a steno p&d.
Newspapers constantly reported his movements anploiesx It was
written during this era that, "probably no busimeas in the country gets
his name and picture in the newspapers more oftan he does. Watson
makes hundreds of public appearances every yedramaguets, university
commencements, the opening of art exhibits andlainiccasions." Fortune
referred to Watson as "the Leader," with a cagital So completely con-
scious was Watson of his mythic quality that hedegeen the porters on
trains and waiters in restaurants as potentialnigdausters. He tossed them
big tips, often as much as $10, which was largéssehe day. As he once
explained, "there is a whole class of people invloeld who are in a position
to poor-mouth you unless you are sensitive to th€hey are headwaiters,
Pullman car conductors, porters and chauffeursy Be® you in an intimate
fashion and can really knock off your reputati8h."

By giving liberally to charities and universitieby towering as a patron
of the arts, by arranging scores of organizatianamberships, honorary de-
grees and awards, he further cultivated the mamfioythimself and IBM*
Slogans were endlessly drilled into the extendedl IBamily. We For-
give Thoughtful Mistakes. There Is No Such Thing@tanding Still. Pack Up
Your Troubles, Mr. Watson Is Hef®.

And the songs. They began the very first day a reatered the IBM
culture. They never ended during one's entire &nitore than 100 songs
were sung at various company functions. There veeeral for Watson,
including the "IBM Anthem":

There's a thrill in store for all,

For we're about to toast

The corporation that we represent.

We're here to cheer each pioneer

And also proudly boast

Of that "man of men," our sterling president.

The name of T.J. Watson means a courage noneeran st
And we feel honored to be here to toast the [BM.

Revival-style meetings enthralled the men of IBMwa$ing as they
chanted harmonies of adulation for the Leader,rthalms brought together
in fervent applause in hero worship, fully accegtithat their families and
destinies were intertwined with the family and destof the corporation,
legions of company men incessandy re-dedicatedgbles to the "Ever



Onward" glory of IBM. All of it swirled around thieresistible magnetism,
the intoxicating command, the charismatic cultiocntcol of one man,
Thomas J. Watson, the Leadér.

WATSON'S CONNECTIONS0 Germany set the stage for a technologic and
economic alliance with the Third Reich. It begamrsafter America's entry
into the Great War, when CTR's pre-Dehomag propertgzermany, albeit
marginal, was seized by the German governmentdimglowned by an

enemy national. As it happened, Watson was deligivith how CTR's assets
were protected during receivership. His feelingsensest expressed in a

1937 recollection he penned to Nazi Economics Nénisljalmar Schaelit.
"From the day | returned to Germany after the [@ré&/ar,” Watson
wrote Schacht, "to find my Company's affairs in best safekeeping by your
Alien Property Custodian, well-administered and smyentiously managed,
from the highly satisfactory experience gained iy association with Ger-
man industry after the War while building up my Gmny in Germany, all
through the time of Germany's post-War sufferiregovery and setbacks, |
have felt a deep personal concern over Germangsafad a growing attach-
ment to the many Germans with whom | gained corsai¢tome and abroad.
This attitude has caused me to give public utteralmcmy impressions and
convictions in favor of Germany at a time when priblpinion in my country
and elsewhere was predominantly unfavoraffle.”

He added, the world must extend "a sympathetic nstaleding to the
German people and their aims under the leader$tipalf Hitler."®

More than fundamental sympathy, Watson in 1933 gumsexl an extra-
ordinary investment in Germany. It began in thelyeawenties during the
height of Germany's tornadic post-War inflationwtis a time when valueless
German currency was transported from place to piacerheelbarrows and
worth more as kindling than as legal tender. In 219®%Villy Heidinger's
Dehomag was a mere licensee of Hollerith equipmBuat.the monetary cri-
sis in Germany made it impossible for Dehomag ty mgyalties and other
monies it owed to Watson's CTR, which now contbligl of Hollerith's
patents. Dehomag's debt was $104,000, or the astioal sum of 450 bil-
lion marks. There was no way Dehomag could p&Y it.

Watson traveled to Germany and ruthlessly offereeididger two
options: bankruptcy, or handing substantial ownprsif Dehomag over to
Watson. It began by Watson asking for only 51 parad the stock. But as
Dehomag's financial position weakened, Watson dlyrupped his demand



to 90 percent Heidinger fell "cornered” with no e he ceded the Ger-
man company to Watson, and Dehomag became a CT8dgulg. When
CTR was renamed IBM in 1924, Dehomag of courseicoet as an IBM
subsidiary. Heidinger was allowed to retain apprately 10 percent of the
stock. Dehomag could then still claim some tokerrn@® ownership for
appearance's sake.

Ironically, Heidinger's shares were a virtual rusecause he could only
own them as long as he worked for Dehomag. Even, the could not con-
trol the stock. Once Heidinger left the company,veuld have to sell the
shares back to IBM and only IBM. Moreover, Heidirlgeshares were used
as collateral against large deferred company l@at a bonus system. For
all intents and purposes, IBM now controlled ther@an company’

For a decade after IBM acquired Dehomag, Watsohdjigmanaged the
German subsidiary's operation, setting its salesagyu and at the same time
benefiting from technical improvements to Hollergistems devised by Ger-
man engineers. Eventually, IBM began extendingntkience overseas, cre-
ating subsidiaries or agencies in dozens of casjteach with its own name.
With Watson's persona bigger than IBM's name, sévef the companies
were namesakes. Watson Beige was the Belgian safysi#atson Italiana
was the Italian subsidiary. In Sweden, it was Skan&atson. In many places,
the business names Watson and IBM were synonymulisiaeparablé:

But the German subsidiary's revenues outshone th#ém Many Euro-
pean countries were slow to adopt Hollerith tecbgpl Germany, however,
was more willing to accept the punch card systdnmdeed, of some seventy
subsidiaries and foreign branches worldwide, mbanthalf of IBM's over-
seas income came from Dehomag alone. By 1933, Dadpdrad turned in a
spectacular financial performance, 237 percentt®ofguota, and Willy Hei-
dinger was due to be one of the stars at the fomitg Hundred Percent
Club convention in New York

WHEN HITLER came to power, in January 1933, he made an opeaniggao
create a Master Race, dominate Europe, and dectuatgpean Jewry. Num-
berless racial laws—Ilocal and national—appearedutjitout the country.
Jews could no longer advertise in the phone bookent stalls in the mar-
kets. Thousands were terminated en masse from #mployment. Even
Jewish-owned companies were forced to fire theiiskeemployee&®

Hitler's paper pogrom was the dull edge of the &niThe sharp edge
was violence. Unrestrained acts of depraved Na#gabty against Jews and



other undesirables began at once, often in fu\W\oénewspapermen and
photographers. Windows were broken. Jews draggea thheir homes and
shops were paraded through the streets with huimdiaigns hung around

their necks. Some were forced to wash the stregtsteothbrushes. Not a

few were kidnapped and tortured by Nazi gangs.cBdiboked the other way.
On March 20, 1933, a concentration camp for palitienemies was
established at the pastoral town of Dachau, temigters north of Munich.
Many others soon followed. Scores of Jewish mersharEssen and Muen-
ster wire delivered wholesale to the infamous carmpBrankfurt, thou-

sands of frenzied Storm Troopers paraded througstieets chanting, "Kill

the Jews." A London newspaper actually publishBein street map locat-

ing a dozen Nazi torture housés.

By April, some 60,000 Jews had been imprisoned1@y@d00 more had

fled the country, appearing as refugees througBatdpe and America. Pro-
fessional associations were expelling their Jewismbers. Signs were
hoisted in front of hotels, restaurants, beached,smmetimes even at the edge
of town: "Jews Not Wanted Here." Jews were beindftlgwdriven into
economic and social exclusion as a first Step.

Newspapers and radio broadcasts throughout theemestountries de-
clared Hitler a menace to world peace and indeeddwcivilization. The
world reacted with boycott and protest movementingimg up everywhere.
Led by the Jews of New York and London, but supgablty men and women
of conscience from all faiths and all nations, kmjers and protesters noisily
made sure that no one was unaware of the atrocitiesGermany?®
On March 27, some 20,000 protesters gathered atoastar Madison
Square Garden demonstration in New York that wamdast around the
world. Within days, similar rallies and sympathetijmvements appeared in
Paris, Istanbul, Toronto, Bombay, Warsaw, and Londo Salonika, 70,000
Greek Jews assembled to launch their anti-Hitlevenent’’

Whether in Bucharest, Antwerp, Chicago, or Belgradegrowing world
movement would not stand by passively as Jews Wweneg targeted. Anti-
German boycott and protest actions erupted actusglobe. The anti-Nazi
boycott systematically identified merchants who dampd German goods
and forced them to stop by public pressure tactbether it was small
shops selling German china and camera film, origtursailing across the
Atlantic on German vessels, outraged boycottersadeled they switch—or
face a retaliatory boycotf.

Nor was energetic support for the whole idea ofi-@rman boycott
the province of mere agitators. A Depression-wrdakerld was eager to



replace the Third Reich's economic niche. Commkirtierests and labor
unions everywhere saw the anti-Nazi movement astbag could eagerly
join for both moral and business reasons."

On May 10, 1933, more than 100,000 marchers, bssinen and union-
ists alike, Jews and Christians, jammed midtown hdtan. Newsreel cam-
eras mounted on platforms filmed evocative scerieant-German placards
in the air amid a backdrop of furling American #agnd crowds loudly de-
manded that "in the name of humanity" all busingsstop doing business
with Adolf Hitler.*®

The question confronting all businessmen in 1933 wehether trading
with Germany was worth either the economic risknaoral descent. This
guestion faced Watson at IBM as well. But IBM wasai unique commercial
position. While Watson and IBM were famous on theekican business
scene, the company's overseas operations were niemdaly below the
public radar screen. IBM did not import German rharalise, it merely
exported American technology. The IBM name did aeén appear on any
of thousands of index cards in the address fileeading New York boycott
organizations. Moreover, the power of punch cardsaa automation tool
had not yet been commonly identified. So the risht thighly visible trading
might provoke economic retaliation seemed low, eigilg since Dehomag
did not even possess a name suggestive of IBM asoi*

On the other hand, the anticipated reward in Geymavas great.
Watson had learned early on that a government brgamization, and
indeed a government tighdy monitoring its sociems good news for IBM.
During the Depression years, when the Franklin Dodevelt Administration
created a massive bureaucracy to assist the paibdiccontrol business, IBM
doubled its size. The National Recovery Act of 198% example, meant
"businesses all of a sudden had to supply the &&dgvernment with infor-
mation in huge and unprecedented amounts," recatletBM official. Extra
forms, export reports, more registrations, mordisstes—IBM thrived on
red tape®?

Nazi Germany offered Watson the opportunity to rca® government
control, supervision, surveillance, and regimentaton a plane never before
known in human history. The fact that Hitler pladri® extend his Reich to
other nations only magnified the prospective psofih business terms, that
was account growth. The technology was almost skally IBM's to purvey
because the firm controlled about 90 percent ofweld market in punch
cards and sorter§?

As for the moral dilemma, it simply did not exist iBM. Supplying



the Nazis with the technology they needed wa®weh debated. The
company whose first overseas census was undertak&zar Nicholas I,

the company Hollerith invented in his German imabge,company war-
profiteering Flint took global, the company buift ®homas J. Watson's cor-
rugated scruples, this company saw Adolf Hitleaasiluable trading ally.
Indeed, the Third Reich would open startling sttt venues for

Hollerith machines never before instituted—perhagger before even
imagined. In Hitler's Germany, the statistical @@dsus community, overrun
with doctrinaire Nazis, publicly boasted about tieev demographic break-
throughs their equipment would achieve. Everytldhgut the statistical
tasks IBM would be undertaking for Germany was labup in racial poli-
tics, Aryan domination, and Jewish identificatiordgersecution.

WHEN HITLERrose to power, German intellect descended into essirmhe

Nazi movement was not merely a throng of hooliga#lng windows and
screaming slogans. Guiding the Brown Shirts ana#eixty the masses was an
elite coterie of pseudo-scientists, corrupted msifmals, and profit-blinded
industrialists. Nazi jurists, medical doctors, andique of scientists—each

with their prestigious academic credentials—fouraysvto pervert their sci-
ence and higher calling to advance the cause oArAdomination and racial
persecution.

At the vanguard of Hitler's intellectual shock tpso were the statisti-
cians. Naturally, statistical offices and censupatenents were Dehomag's
number one clients. In their journals, Nazi stat#texperts boasted of what
they expected their evolving science to delivel. diltheir high expectations
depended on the continuing innovation of IBM purgdrds and tabulator
technology. Only Dehomag could design and execyttesis to identify,
sort, and quantify the population to separate Jears Aryans.

Friedrich Zahn, president of the Bavarian Stawsti©Office, phrased it
best in recalling the role of Nazi statistician§h& government of our Fuhrer
and Reichschancellor Adolf Hitler is statisticefrdly," wrote Zahn in Allge-
meines Statistisches Archiv (ASA), the official foal of the German Statistical
Society. Zahn emphasized that Hitler's "governmmeit only demands phys-
ical fitness and people strong in character andiglise, but useful knowl-
edge as well. It demands not only political andneeoic soldiers, but also
scientific soldiers**

Zahn was a giant of statistics. Chairman of thenter Statistical Soci-
ety and president from 1931 to 1936 of the Intéomal Statistical Institute,



Zahn was by virtue of his prestigious internatiostdnding also an honorary
member of the American Statistical Association. W&s also a contributing
member to the SS since the first days of the Hidgime. Zahn was among
those chiefly responsible for the immediate ousterews from the German
Statistical Society"”

The ASA, and technical journals like it, were clysefollowed at
Dehomag since the publication was a virtual roadneathe desires of Nazi
statistical hierarchy. Anyone active in the statsstworld read it. No IBM
office, even in the United States, could afford aeerlook a subscription.
Within the pages of the ASA and similar statistidachnical journals,
Dehomag management and engineers could review prstedistical method-
ology that sought to step-by-step identify the Jassundesirables. In many
cases, ASA articles were written in conjunction hwiDehomag experts,
describing the tedious technical workings of speciBM equipment, but
more importandy how they were applied or could pplied to Reich policy
and program$?®

From the very onset, the scientific soldiers of ledis statistical shock
troops openly published their mission statemenbd\® all,” wrote Prof. Dr.
Johannes Muller, in a 1934 edition of ASA, "rememliigat several very
important problems are being tackled currendy, lerob of an ideological
nature. One of those problems is race politics, #mns problem must be
viewed in a statistical light." Muller, president the Thuringen Statistical
Office, made his comments in a revealing 1934 AS#cla entided The
Position of Statistics in the New Reicl™

About the same time, Dr. Karl Keller, writing in aarticle, "The Ques-
tion of Race Statistics,” made clear that Jewisiodlwas to be traced as far
back as possible. "If we differentiate in statistioetween Aryans and Non-
Aryans, we in essence talk about Jews and non-Jevesy case, we will not
look at religious affiliation alone but also ancgst Like other Nazis, Keller
was looking ahead to the domination of all Euroldeller added, "beyond
agreeing on the definition of race, we must mowwaia agreement on the
number of races, at least as far as Europe is owete.. in reality, the Jews
are not a race, but a mix of several rac&s."

Drawing on the emerging pseudo-academic notions thed exploding
race science field in Germany, Keller urged doctorexamine the popula-
tion for racial characteristics and faithfully redahe information. "However,
not every physician can carry out these examingtiddeller cautioned. "The

physician must also undergo special anthropolodiaaling®®



"The only way to eliminate any mistakes, Kellesisted, "is the regis-
tration of the entire population. How is this todmne?" Keller demanded
"the establishment of mandatory personal genetigraphical forms. . . .
Nothing would hinder us," he assured, "from usimgse forms to enter any
important information which can be used by racerststs.*'°

Zahn, in his writings, was explicit in the neechtmihilate inferior eth-

nic groups. In his 1937 ASA article entitled "Demainent of German Popula-
tion Statistics through Genetic-Biological Stockkirey," Zahn specified,
"population politics, based on the principles afiahhygiene, must promote
valuable genetic stock. It must prevent the feytilif inferior life and genetic
degeneration. In other words, this means the tedgsglection and promo-
tion of superior life and an eradication of thosetipns of the population
which are undesirablé™*

In other articles, and in keynote speeches foistital conventions,

Zahn stressed, "There is almost no area of lifeermany which has not
been creatively pollinated by the National Socfatisology. . . This is also
true for the field of statistics. Statistics hasdme invaluable for the Reich,
and the Reich has given statistics new tasks ingpeaad in war*

Zahn declared, "Small wonder. In its very essesiaistics is very close

to the National Socialist movement."” He added, i&er statistics has not

only become the registering witness . . . but Hisocreative co-conspirator

of the great events of timé*?

Indeed, as co-conspirators, Nazi statisticians aathkand-in-hand with

the battalions of Hitler's policy enablers and ecéos, from the Nazi Party's
Race Political Office and all its many allied agesdo the SS itself. Identify-
ing the Jews was only the first step along the toabkwish destruction in
Germany**

None of the publicly voiced statements of Hitlersgientific soldiers
ever dissuaded Dehomag or IBM NY from withdrawimgnfi their collabora-
tion with the Reich. By necessity, that collabarativas intense, indispens-
able. and continuous. Indeed, the IBM method wadirki anticipate the
needs of government agencies and only then degigpriptary data solu-
tions, train official staff, and even implement thegrams as a sub-contrac-
tor when called upon.

IBM machines were useless in crates. Tabulators umtch cards were
not delivered ready to use like typewriters, addingchines, or even ma-
chine guns. Each Hollerith system had to be custesigned by Dehomag
engineers. Systems to inventory spare aircrafsgartthe Luftwaffe, track



railroad schedules for Reichsbahn and registerJéwes within the popula-
tion for the Reich Statistical Office were eachigeed by Dehomag engi-
neers to be completely different from each offrer.

Of course the holes could not be punched just asyevhEach card
had to be custom-designed with data fields and neo$u precisely desig-
nated for the card readers. Reich employees habetdrained to use the
cards. Dehomag needed to understand the most tetirdatails of the
intended use, design the cards, and then creatotes:*

Because of the almost limitless need for tabulatorsHitler's race and
geopolitical wars, IBM NY reacted enthusiastically the prospects of
Nazism. While other fearful or reviled American Imgssmen were curtailing
or canceling their dealings in Germany, Watson ekdzh upon an historic
expansion of Dehomag. Just weeks after Hitler cameower, IBM NY
invested more than 7 million Reichsmarks—in exocafss million dollars—
to dramatically expand the German subsidiary's itgbito manufacture
machines!’

To be sure, Dehomag managers were as ferventlytetbvto the Nazi
movement as any of Hitler's scientific soldiersMIBIY understood this from
the outset. Heidinger, a rabid Nazi, saw Dehomagigue ability to imbue
the Reich with population information as a virtualling from God. His
enraptured passion for Dehomag's sudden new rofe tyyacally expressed
while opening a new IBM facility in Berlin. "I feat almost a sacred action,"
declared Heidinger emotionally, "I pray the blegsiof heaven may rest
upon this place!*®

That day, while standing next to the personal regmetive of Watson
and IBM, with numerous Nazi Party officials in aiteance, Heidinger pub-
licly announced how in tune he and Dehomag weré tie Nazi race scien-
tists who saw population statistics as the key radieating the unhealthy,
inferior segments of society.

"The physician examines the human body and detesnwhether . . .
all organs are working to the benefit of the entirganism," asserted Hei-
dinger to a crowd of Nazi officials. "We [Dehomagie very much like the
physician, in that we dissect, cell by cell, ther@an cultural body. We
report every individual characteristic ... on dlditcard. These are not dead
cards, quite to the contrary, they prove later lvat they come to life when
the cards are sorted at a rate of 25,000 per hmord@ding to certain charac-
teristics. These characteristics are grouped ke @organs of our cultural
body, and they will be calculated and determineth wle help of our tabu-
lating machiné™®



"We are proud that we may assist in such taskslkatteat provides our
nation's Physician [Adolf Hitler] with the materia¢ needs for his examina-
tions. Our Physician can then determine whethec#ieulated values are
in harmony with the health of our people. It alseams that if such is not the
case, our Physician can take corrective procedaresrrect the sick circum-
stances... Our characteristics are deeply rootedrmace. Therefore, we
must cherish them like a holy shrine which we widrd must—keep pure.
We have the deepest trust in our Physician andlitiw his instructions in
blind faith, because we know that he will lead people to a great future.
Hail to our German people and der Fuhrgf!"

Most of Heidinger's speech, along with a list & thvited Nazi Party
officials, was rushed to Manhattan and immediatielgslated for Watson.
The IBM Leader cabled Heidinger a prompt note afgratulations for a

job well done and sentiments well expresSed.

It was right about this time that Watson decidedrgrave the five

steps leading up to the door of the IBM School maiEott, New York, with
five of his favorite words. This school was thegalavhere Watson would
train his valued disciples in the art of sales,ieegring, and technical sup-
port. Those five uppermost steps, steps that eachascended before enter-
ing the front door, were engraved with the follogviwords:

READ
LISTEN
DISCUSS
OBSERVE

The fifth and uppermost step was chiseled withhitralded theme of
the company. It said THINK??
The word THINK was everywhere.



3 IDENTIFYING THE JEWS

THEY WERE SINGING TO THEIR LEADER. Arms locked, awing in song,
male voices rising in adulation and expectatiorytbrooned their praises with
worshipful enthusiasm. Clicking beer steins in -selfigratulation, reassured
by their vision of things to come, Storm Troopersergwhere sang
the "Horst Wessel Song"as a Nazi testament andghpcy both.

This is the final

Bugle call to arms.

Already we are set

Prepared to fight.

Soon Hitler's flags will wave
Over every single street
Enslavement ends

When soon we set things right!

Whether in beer halls, sports fields, or just svemgm down
the streets, Brown Shirts throughout the Third Reigoyously
chanted their most popular anthem. With good reaséor the
Sturm Abteilung (SA), or Storm Troopers, the asceft Adolf Hitler
was deliverance from the destitution and discoimola of lives
long disenfranchised by personal circumstance orarather. But
they needed a scapegoat. They blamed the Jews-vdtiging.
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Jews had conspired to create the Depression, laverthie German race, to
control society, and to pollute Aryan blood. Andanthe followers of Hitler
would exact their bizarre brand of justice and ngee

More precisely, the Nazis planned to uproot theraliews from their

prized positions within German commerce and cultlitee angry young men
of the SA, many of them dregs within German sociegfieved they would
soon step into all the economic and professionsitipas held by their Jew-

ish neighbors. Through unending racial statutetirmygews from profes-
sional and commercial life, relentless purges aerdgrution, unyielding
programs of asset confiscation, systematic imprsant and outright expul-
sion, the SA would usurp the Jewish niche. Nazigldrassume Jewish jobs,
expropriate Jewish companies, seize Jewish prgpsertyin all other ways
banish Jews from every visible facet of societyc®ithe Nazis finished with
the Jews of Germany, they would extend their raee fivst to the Greater
Reich in Europe they envisioned, and ultimateltheentire Continert.

But Jewish life could only be extinguished if theaZé could identify
the Jews. Just which of Germany's 60 million citzevere Jewish? And just
what was the definition of "Jewish"? Germans Jevesewamong the most
assimilated of any in Europe.

Nazi mythology accused Jews of being an alien faato German soci-
ety. But in truth, Jews had lived in Germany sitteefourth century. As else-
where in Europe during the Middle Ages, what Gerndaws could do and
say, even their physical dress, was oppressivelylaeed. Waves of persecu-
tion were frequent. Worse, anti-Jewish mobs oftegawized hangings and
immolation at the stake. Even when left alone, Garrdews could exist only
in segregated ghettos subject to a long list ofiipitons?

The pressure to escape Germany's medieval persecateated a very
special kind of European Jew, one who subordin&iisdJewish identity to
the larger Christian society around him. Assimilatbecame a desirable anti-
dote, especially among Jewish intellectuals duthmgy Age of Enlightenment.
When Napoleon conquered part of Germany in the @ameteenth century,

he granted Jews emancipation. But after Napoleos eefeated, the harsh
German status quo ante was restored. The tasteeefidm, however, led
affluent and intellectual Jewish classes to asatilen masse. Philosophi-
cally, assimilationists no longer considered thdwese Jews living in Ger-
many. Instead, they saw themselves as Germans lwhagccident of birth,
were of Jewish ancestfy.

Many succumbed to the German pressure to convertChoistianity.
German Jewry lost to apostasy many of its best cencial, political, and



intellectual leaders. A far greater number werevitared that Jewish ethnic
identity should be denied, but nonetheless sawtgssential value in the
tenets of Moses. These German Jews developed grousli movement that
was the forerunner of Reform Judaism. Yet, evenymainthis group ulti-
mately converted to Christianify.

Between 1869 and 1871, Germany granted Jews enadiocip from
many, but not all, civic, commercial, and politicabtrictions. Germany's Jews
seized the chance to become equals. They chang@dstirnames, adopted
greater religious laxity through Reform Judaismd afnequently married
non-Jews, raising their children as Christians. ri@lat conversion became
common. Many of Jewish ancestry did not even krtevor care>

In fact, of approximately 550,000 Jews in Germanfowwere emanci-
pated in 1871, roughly 60,000 were by 1930 eitlprstates, children raised
without Jewish identity by a mixed marriage, or emho had simply drifted
away. Even those consciously remaining within orzgth Jewish "communi-
ties" neglected their remnant Jewish identity. Tesvs of twentieth-century
Germany, like their Christian neighbors, embracational identity far more
than religious identity. In the minds of German deuwhey were "101 per-
cent" German, first and foremdst.

But the Reich believed otherwise. The Jewish nesnegas not one of
religious practice, but of bloodline. Nazis weretadmined to somehow
identify those of Jewish descent, and destroy them.

IDENTIFYING THE Jews in Germany would be an uphill technologic <hal
lenge that would take years of increasingly honednting programs and
registration campaigns. From the moment Hitler wapointed Chancellor,
fear gripped the entire Jewish community. No Jewte to step forward
and identify himself as Jewish, and therefore becxdargeted for persecu-
tion. Many doubted they even possessed enough llepasentage to be
included in the despised group. Indeed, not a faghtened Jews tried to
join the denunciations of the Jewish community topkasize their loyal
German national characteBut that did not help them.

The identification process began in the first weeksthe Third Reich
on April 12, 1933, when the Hitler regime announdhdt a long delayed
census of all Germans would take place immediatéhiedrich Burgdorfer,
director of the Reich Statistical Office, expressbd agency's official grati-
tude that the "government of our national uprishragl ordered the census."
Burgdorfer, a virulent Nazi, also headed up theiRazty's Race Political



Office and became a leading figure in the Ger®agiety for Racial

Hygiene. He was jubilant because he understoodGeamany could not be
cleansed of Jews until itidentified them—howewerg that would tak&.

The Nazis wanted fast answers about their societd aho among
them was Jewish. Censuses in Germany had long aggmaél and innocent
questions of religious affiliation. But since thee@t War, European popula-
tion shifts and dislocations had brought many nienes to Germany, espe-
cially from Poland. No one knew how many, whereytlieed, or what jobs
they held. Most of all, no one knew their namese Nazis knew prior cen-
suses were plagued by three to five years of hantihg, rendering the re-
sulty virtually useless for enacting swift socialipies. If only the Nazis could
at least obtain information on the 41 million Gensdiving in Prussia, Ger-
many's largest state, comprising three-fifths ef &erman populace. How
fast? Nazi planners wanted all 41 million Prussignacessed and prelimi-
nary results produced within a record four monthse Prussian government
itself was completely incapable of launching suchassive undertakiny.

But IBM's Dehomag was. The company offered a swhutiit would
handle almost the entire project as a contract.obely would design a cen-
sus package counting and classifying every citizktoreover, it would
recruit, train, and even feed the hundreds of teargavorkers needed to
process the census and perform the work on Dehemoagi premises. If the
government would gather the information, Dehomagldidandle every-

thing else. To secure the deal, Dehomag turnedstsgecial consultant for
governmental contracts, attorney Karl Kd€h.

Koch enjoyed good Nazi Party as well as governnmoinections. With
Watson's help, Koch had recently traveled to IBMices in New York to
learn more about the company's technical capasiliand pick up tips on
negotiating tough government contracts. By late MI883, Koch was able to
joyously report to Watson that he had secured a R36 million contract to
conduct the Prussian census. This was a test oad@ehomag's relationship
with the Nazi Reich. "We now have a chance to demate what we are
capable to do," Koch wrote to Watstn.

Koch was careful to credit his recent training ihetUnited States.
"Equipped with increased knowledge,” Koch wrote ¥dat "and strength-
ened by the experience collected during my highigpiring trip to the
States, | was able to conduct the lengthy negotiatiand to accomplish the
difficult work."*?

Watson wrote back a letter of appreciation to Koahd hoped he
would "have the pleasure of visiting your countexnyear.*?



Organizing the census was a prodigious task. Dehorheed some 900
temporary staffers, mainly supplied by the Berlmptdoyment office, which
had become dominated by the venomous German Latkmt.FDehomag
enjoyed good relations with the German Labor Frovitich ranked at the
vanguard of radical Nazism. Coordinating with therly employment office
christened the enterprise as a patriotic duty,esimtieving joblessness was a
major buzzword objective of Hitler's promise to @any. Dehomag's two-
week immersion data processing courses instructednsy to seventy-five
people at a time in daily four-hour sessibhs.

Statistical battalions were emerging. The Berlinpyment office allo-
cated large, well-lit halls for their training. Lkiag from the rear of the train-
ing hall, one saw a sea of backs, each a matramlgsdd woman sporting a
no-nonsense bun hairdo, tilted over census fornts @mching machines.
Packed along rows of wooden study benches, eveimdefew-blocking pil-
lars, trainees diligently took notes on small padsl scrutinized their over-
sized census forms. Methodically, they learnedxtoaet and record the vital
personal details. Large "Smoking Prohibited" sigrasted above the front
wall reinforced the regimented nature of the sgttiAt the front, next to a
blackboard, an instructor wearing a white lab a@gtlained the complicated
tasks of accurately punching in data from handemittensus questionnaires,
operating the sorting, tabulating, and verifyingchiaes, and other data pro-
cessing chore$.

On June 16, 1933, one-half million census takeegruited from the
ranks of the "nationalistically minded," went ddoredoor gathering infor-
mation. Cadres of Storm Troopers and SS officenewelded to create a vir-
tual census army. In some localities, when recriitimflagged, individuals
were coerced into service. The interviews inclugeihted questions about
the head of the household's religion and whetherpgrson was in a mixed
marriage®®

In essence, the amount of data that could be storeda card was a
function of the number of holes and columns. A spme of data could be
extracted by simply recording different combinasoaf hole punches. For
that reason, Dehomag abandoned its standard 4Bwokards and moved
to a 60-column format. Sixty columns, each with teorizontal positions,
created 600 punch hole possibilities per card. Eadbmn, depending upon
how it was punched, represented a biographical ackenistic. These 600
punch holes, arrayed in their endless combinatigislded thousands of
demographic permutations. Even still, Dehomag w@ffsc wondered whether
all the data the Reich needed could be accommodatéite 60-column



cards they were using. Dehomag declared in a compawsletter that it
was willing to move to an 80-column format tor tbensus, if required "for
political reasons? Soon the Reich could begin the identification pss—
who was Aryan and who was a Jew.

Population statistics had crossed the fiery borflem a science of
anonymous masses to the investigation of indiviglual

IN MID-SEPTEMBER 1933, 6,000 brown cardboard boxes began unceremo-
niously arriving at the cavernous Alexanderplatastes complex in Berlin.
Each box was stuffed with questionnaires manuallgdf out by pen and
pencil, but soon to be processed by an unpreceatlaotemated praxis. As
supervisors emptied their precious cargo at thesdfan Statistical Office,
each questionnaire—one per household—was initiayesh intake clerk,
stacked, and then transferred downstairs. "DowrsstlEd to Dehomag's
massive 22,000-square-foot hall, just one flooowelspecifically rented for
the project?®

Messengers shuttling stacks of questionnaires fthe Statistical Office
to Dehomag bounded down the right-hand side ohaiosed stairwell. As
they descended the short flight, the sound of eigchecame louder and
louder. At the landing, they turned left and pustiedugh the doors. As the
doors swung open, they encountered an immenseckifihged, hangar-like
facility reverberating with the metallic music ofolerith technology. Some
450 data punchers deployed in narrow rows of pumgchstations labored
behind tall upright secretarial displays perfecthatched to the oversized
census questionnairés.

Turning left again, and then another right broubktmessengers to a

long windowed wall lined with narrow tables. Therfs were piled there.
From these first tables, the forms were methodiaiitributed to central-

ized desks scattered throughout the work areascéimgus forms were then
loaded onto small trolleys and shutded again titmis to individual work
stations, each equipped with a device that resehdtlisjointed typewriter

- actually an input engirf@.

A continuous "Speed Punching" operation ran twéshand three

when needed. Each shift spanned 7.5 hours withieOtes allotted for

"fresh air breaks" and a company-provided meal. &y night, Dehomag
staffers entered the details on 41 million Prussitra rate of 150 cards per
hour. Allowing for holidays and a statistical pretghn of absenteeism, yet
ever obsessed with its four-month deadline, Dehodeageed a quota of



450,000 cards per day for its workforce. Free eoffgas provided to keep
people awake. A gymnast was brought in to demdastgaaceful aerobics
and other techniques to relieve fatigue. Comparficials bragged that the
41 million processed cards, if stacked, would toweo and a half times
higher than the Zugspitze, Germany's 10,000-foourntain peak. Dehomag
intended to reach the summit on tifhe.

As company officials looked down upon a floor plah the layout, the
linear rows and intersecting columns of work staiomust have surely
resembled a grandiose punch card itself animatén anthree-dimensional
bricks and mortar reality. Indeed, a company popteduced for the project
showed throngs of miniscule people scrambling avasunch card sketdf.
The surreal artwork was more than symbolic.

Once punched, the columns were imbued with persanfdrmation
about the individual: county, community, gender,e,ageligion, mother
tongue, number of children, current occupation, sexbnd job, if any’

"Be Aware!" reminded huge block-lettered signs figcieach cluster of
data entry clerks. Instructions were made clear simghle. Column 22 RELI-
GION was to be punched at hole 1 for Protestang Ador Catholic, or hole 3
for Jew. Columns 23 and 24ANONALITY were to be coded in row 10 for
Polish speakers.

After punching, the cards were shuttled to a sepasgction of the hall,
where they passed through long, squat Hollerithntarg at the rate of
24,000 per hour. The system kept track of its owogpess. Hence, Dehomag
was always aware whether it was on schedule. Omumted, the cards
moved to the proofing section. No errors would blerated and speed was
essential. Proofing machines tabulated and verifigdper punching for
more than 15,000 cards per hétr.

When Jews were discovered within the population,sgecial "Jewish
counting card" recorded the place of birth. Thesaigh counting cards
were processed separatély.

Then came the awesome sorting and resorting proémsstwenty-five
categories of information cross-indexed and fillerdnrough as many as
thirty-five separate operations—by profession, bgidence, by national ori-
gin, and a myriad of other traits. It was all to dcmrelated with information
from land registers, community lists, and churcltharities to create a fan-
tastic new database. What emerged was a profelsgipnefession, city-by-
city, and indeed a block-by-block revelation of fleavish presenc?@.

A Reich Statistical Office summary reported: "Thargest concentration
of Jews [in Berlin] will be found in the Wilmersdatistrict. Approximately



26,000 Observant Jews account for 13.54 percethiegbopulation within

that district.” Further: a total of 1,200 "Fur-Jévescounted for 5.28 percent
of the furrier trade, and nearly three-fourths lobse are foreign-born. Fur-
ther: based on existing emigration trends triggelogdanti-Jewish persecu-
tion "only 415,000 to 425,000 Faith-Jews would rema the German Reich
by the middle of 19367

Dehomag's precious information would now help plope burgeoning
new binary of pseudo-science and official raceduatRacial hygiene, race
politics, and a constellation of related anti-Séndisciplines were just so
much talk in the absence of genuine statistics. Molightning storm of anti-
Jewish legislation and decrees restricting Jews fedl phases of academic,
professional, governmental, and commercial life Mlobe empowered by
the ability to target the Jews by individual narivareover, by cross-sorting
the Jews revealed in Column 22 row 3 with Poliskeakgrs identified in
Columns 26 and 27 row 10, the Reich was able tatiigjewho among the
Jews would be its first targets for confiscatiomest, imprisonment, and ulti-
mately expulsion. The so-called Ostjuden, or Eastlws, primarily from
Poland, would be the first to gt
Friedrich Zahn, publisher of Allgemeines Statidtise Archiv, summed up
the glee when he wrote, "In using statistics, tliwegnment now has the
road map to switch from knowledge to deelfs."

DEHOMAG'S CENSUS undertaking was an unparalleled accomplishment for
IBM. Watson was impressed from the moment Karl Keelcured the con-
tract. Clearly, there was a lucrative future foMBn Nazi Germany. At a time
when other foreign companies were fleeing the Reigfolence, repression,
anti-Semitism, and the inability to retrieve incorimem German operations,
Watson moved swiftly to dramatically enlarge IBMigsence.

First, he ordered the merger of several small IBhbsdiaries in Ger-
many. Optima, Degemag, Holgemag, as well as thstiegi Dehomag, were
folded into a new corporation also to be named ‘tibedg.” Through a cun-
ning twirl of losses and profits among the four Ban companies, and then
manipulating balances owed by those subsidiarieBBk NY for so-called
"loans," Reich profit taxes would be avoided, despecord earnings in Ger-
many. IBM NY would simply apply the incomes to tbentrived loans it had
extended to its own subsidiaries. IBM's Marylandigion was used as a con-
duit for the loan transactions. A report from IBMiscountants to the corpo-
rate treasurer was explicit: "the motive for thergee was to effect an annual



pavings in taxes by reducing Dehomag's net prbfithe amount of the net
losses of Optima and [old] Dehomag. . . about $BDAnnually.*

Heidinger confirmed in a special report to WatsdAs the merger of
Degemag, [old] Dehomag, and Optima is effected corporation profits tax
is out of the question ... on account of the reliefn [loan] claims of IBM,
as thereby no profit, but merely a reduction oééss is obtained™

Second, IBM increased its investment in Dehomagnfra mere RM
400,000 to more than RM 7 million—about a milliorefpession-era Ameri-
can dollars. This would include a million Reichsksato purchase new land
in Berlin and build IBM's first German factory. IBMas tooling up for what it
correcdy saw as a massive economic relationship thi¢ Hitler regime. In
the midst of America's Depression, this expansiénmanufacturing base
would not relieve unemployment in the United Statest actually transfer
American jobs to Nazi Germany where the Holleritachines would be
manufactured®

Understandably, Watson decided to visit Germany dioserve condi-
tions first hand, which he did on October 13, 19B8spite a highly publi-
cized boycott against German ocean liners, he ahgicket lines and sailed
on the German ship Breméh.

Watson was impressed with what he saw in Berline Widatsons and the
Heidingers managed many happy social moments tegetirs. Watson even
asked Heidinger for a copy of his portrait as a e of their joyous time.
Heidinger sent tw&’

Watson also visited the massive census operationAlakanderplatz.
There among the rows of data clicking clerks amayefore their large
block- letter instructions to enter Jews in Colugth row 3, amid the clatter
of shiny, black sorters flickering punch cards iatdlur, Watson was moved
to donate money to buy meals for everyone at IBMeese. As an added
gesture, he authorized Dresden pastries for eadheaary member of the
Statistical Office's Census Department. Heidinggerl wrote to Watson that
the total bill for his "bountiful gift" of 6,060 nas disbursed to 900 staffers
came in at just under 4,000 Reichsmafks.

More than just hot meals and baked goods, Watsomedato make sure
Dehomag was successful and effective. He persordiipatched Eugene
Hartley, a top IBM census expert and manager offithés statistical depart-
ment to advise Dehomag. Hartley would oversee dasBerlin and become
acquainted with all details of Dehomag's censusatipm and its methods.
These details were to be recorded in a special duarkd No copies would
exist. Senior management at Dehomag sent Wats®CanRadiogram de-



claring. "We especially appreciate your foresightBending Mister Hartley
who as a census expert is especially helpful @t astime when we are
undertaking greatest service job ever done by BW agency.®’

Most gratifying to the Germans was the secret plaetween Watson
and Heidinger, entered into that October 1933, eviWatson was touring
Dehomag. At a time when the Hitler government wadating its war inten-
tions in Europe, Watson's secret deal granted Higéliand Dehomag spe-

cial commercial powers outside of Germany. Althotligre were IBM
agencies and subsidiaries throughout Europe, Dehhevoald be permitted

to circumvent and supplant each one, soliciting @eltvering punch card
solution technology directly to IBM customers imo$e territories. That gave
Dehomag entree to the major foreign corporatiamgidgn national railroads,
and foreign government offices across the Contin&h subsidiaries, such

as those in Brussels, Paris, and Warsaw wouldcexigt. But now Nazified
Dehomag could usurp their clients and even theirufacturing basé

The extraordinary arrangement virtually reinvent@khomag as a de
facto "IBM Europe.” Subject to IBM NY oversight, ghGerman subsidiary
was granted free rein to cultivate its special braf statistical services to
other nearby countries, especially Austria, Czeldvagia, Poland, Belgium,
France, and Holland. Where census, registratiod, aher statistical opera-
tions did not exist, or where they could be updatmhg the lines of Ger-
many's anti-Semitic model, Dehomag could now maweln essence, before
the Third Reich advanced across any border, itens@ic soldiers would
already have a vital outpost.

With its new potency to create a German sphere tafisscal influence
across the continent, no wonder senior managemehlovember 1933 sent
Watson a jointly signed cable proclaiming, "Yoursivito Germany has
brought encouragement not only to Dehomag, buidd@erman peoplé®

CONSIDERING THE far-reaching importance of the Watson-Heidingereagr
ment for commercial hegemony, and the certaintyup$etting other IBM
subsidiaries, Watson committed nothing to paperutilitis secret territorial
agreement with Heidinger. Deniability seemed téHeeorder of the day.
Clearly, Watson possessed an understanding of #ieevof deniability.
When he was prosecuted for criminal conspiracyhia National Cash Regis-
ter case, he was confronted by exhibit after exhibihis own incriminating
writings, such as instructions to destroy compeditand create fake compa-
nies. That error would not happen again. Mored&v| was at that very



moment being prosecuted by the U.S. Justice Depattsn anti-trust divi-
sion for additional secretive acts of monopoly amdair competition involv-
ing punch card technolody.

Watson developed an extraordinary ability to writeserved and clev-
erly cautious letters. More commonly, he remainddns and let subordi-
nates and managers do the writing for him. But ttexy respected an IBM
code—unwritten, of course—to observe as much discreas possible in
memos and correspondence. This was especially siineincase of corre-
sponding with or about Nazi Germany, the most awarsial business part-
ner of the day.

For example, a few weeks after Watson left Germamye of IBM's
European managers in Paris, M. G. Connally, waigraad to monitor details
of the merger of IBM's four subsidiaries. On Novemid8, 1933, Connally
wrote a letter to Heidinger concluding with the tg@ent: "l only wish we
had someone here to do things the way you people ddermany." Shortly
thereafter, Connally circulated a copy of thatdeto Watson and other exec-
utives at IBM NY. Connally sheepishly scribbled andhe last sentence, "l
think now | shouldn't have said thi&."

Whether or not Watson wanted to keep the Dehomampresion deal a
secret, Heidinger was clearly irked by the absesfcany proof that he could
literally invade any other subsidiary's territofyensus offices and other IBM
customers in other countries would be surprisedbifupdy contacted by a
Dehomag agent. And any IBM subsidiary manager waicely challenge
a Dehomag attempt to steal its business.

After many months of waiting, Heidinger suddenly ndexded some
written proof.

On August 27, 1934, he pointedly cabled Watson, "Wéed urgendy by
cable and following letter confirmation for our higgranted by you per-
sonally to deliver our German manufactured machifogsentire European
market.... This right does not include any obligatiof your European com-
panies to give any order&"

Watson gave in. The next day, August 28, he diseatca radiogram
to Berlin: "Confirming agreement reached betweenlast conference in
Berlin. We extend German company rights to manufacimachines under
our patents for all European countries. Formal remhtfollowing by mail.
Thomas Watson’?

But the contract that followed by mail was not gteéle to the Ger-
mans. Heidinger detested negotiating with Watsod hbitterly remembered
how he had lost his company during the post-Wadaitioh. Now, during



the new Hitler era, Watson wanted Dehomag to pnaie punch card tech-
nology throughout the continent, generating hugetreats. But sales would
be funneled through the local IBM subsidiaries eaththan through
Dehomag's blocked bank accounts. Heidinger reltlgtagreed, but didn't

trust Watson and insisted that he be vindicategusbtwith a new agree-

ment, but written confirmation that this expanserct was originally sealed
almost a year beforé.

So on September 11, Watson again cabled Heidit@enfirming

agreement reached between us in Berlin October.1988 extend by that
agreement your company rights to manufacture ansetoour machines to
all European Hollerith companies." Watson followedp with a signed letter
confirming that he had indeed sent the cable, amling the exact text. The
cable and letter were sent to Nazi Germany. In Acagrhowever, the car-
bons were carefully placed in the file of IBM Fim#d Vice President and
close Watson confidant, Otto E. Braitmayer. A hanthwled note confirmed
exactly where the carbons were being kept: "Carbminketter of Septem-
ber 11, 1934 to Willy Heidinger in which Mr. Watsaonfirmed cable of
Sept 11 regarding agreement that German Co hats righmfg and sell IBM
machines to all Europe in Braitmayer filés."

Deniability in the face of the undeniable requiradspecial mindset. At
every twist and turn of IBM's growing relationshapth Adolf Hitler, Watson
and the other executives of IBM NY were confronteth four undeniable
realities.

First, barbaric anti-Semitic violence and generapression were every-
where in Germany and clearly part of a methodicalgmam to destroy the
Jews. Second, popular and diplomatic protest apdires Hitler regime in
America, and indeed throughout the world, was lighkible and threaten-
ing to any business that traded with Germany. Thardy corporation willing
to ignore the moral distaste and public outcry ptaxk the stark realities of
doing business in the Third Reich: unpredictablealoand national Nazi
personalities and regulations, confiscatory taxegenues trapped in blocked
German bank accounts that could only be used wiGérmany, and the
absolute certainty that the company and its empgl®ywould be integrated
into the fabric of the Nazi game plan. Fourth, hbowhelped Germany
helped Hitler prepare for war.

Anti-Semitic violence and general repression in @y was an unde-
niable fact for all in America, but especially fanyone who could read the
front page or the first few pages of the New Yoiknés, listen to a radio
broadcast, or watch a newsreel. In the formativathwof February, March,



and April 1911 Watson and his colleagues at IBMengxposed to not just
several articles in the New York Times, but scomdfgthem each week detailing
ghastly anti-Semitic brutality. On many days, theaNYork papers were filled
with literally dozens of repression and atrocitygds.

March 18, New York Times: In an article detailingadil plans to destroy
Jewish professional life, the paper reported thguarter of all Jewish attor-
neys would be forced to retire each year until thayre all gone. It wasn't
just the legal profession. Within weeks all Germdaws expected to be
ousted from their professional positions and octiaps, the paper wrof&.
March 20, New York Times: The page one center lweadilecried, "Ger-
man Fugitives Tell of Atrocities at Hands of Nazisaking clear that "iron-
clad censorship" in Germany was preventing mogheftruth from emerging,
the paper nonetheless enumerated a series of Beamia. For example, at
Alexanderplatz in Berlin, just down the street frahre Prussian Statistical
Office complex, Brown Shirts invaded a restaurappytar with Jewish busi-
nessmen. Waving a list of names of the restaurdetigsish customers, the
Brown Shirts "formed a double line to the restatidoor.” They called each
Jew out by name and made him run a gauntlet. Asraphssed, each Storm
Trooper "smashed him in the face and kicked himhwieavy boots, until
finally the last in the line, knocked him into tk&reet." The last Jew to run
the gaundet was beaten so severely, "his face biésdna beefsteak," the
newspaper reported.

March 21, New York Times: Under a page one banreadline declar-
ing, "Reichstag Meeting Today is Prepared to GiwdeHFull Control As Dic-
tator,” was a special two-column dispatch from Mtni"Chief of Police
Himmler of Munich today informed newspaper men htrat the first of
several concentration camps will be established thésacity."®

By April 20, about the time Watson decided IBM shiogolicit the cen-
sus project, New York Times headlines reported mbes 10,000 refugees
had fled Germany in the face of daily home invasjaiortures, and kidnap-
pings; 30,000 more were already imprisoned in caropsprisons; and
another 100,000 were facing economic ruination awdn starvation. On
May 10, about the time IBM was at the height ofriegjotiations for the cen-
sus, the world was further shocked when Nazis dtdbeir first and most
publicized mass book burning. By the end of Mayewlehomag's contract
with the Reich was finalized, the New York Timegdahe rest of America's
media had continuously published detailed accowoftdews being brutally
ousted from one profession after another: judgesneeniously marched



out of their courtrooms, lawyers pushed from tlodfices, doctors expelled
from their clinics, professors drummed out of th#rssrooms, retailers
evicted from their own stores, and scientists lubfirem their own lab&’

On June 11, the day before the door-to-door cetagirsg began, the

New York Times reported that the government wasckdiag through the
backgrounds of more than 350,000 government wotkedentify which

among them might be of "Jewish extraction who mtalé to dismissal." In

that same edition, the New York Times renderedgefspecific summary of
Adolf Hitler's book, Mein Kampf, explaining how cqhetely public his pro-
gram of Jewish annihilation was. Hitler declaredpage 344, reported the
New York Times, "If at the beginning of the [Gre®¢pr, 12,000 or 15,000 of
these corrupters of the people [Jews] had beenumeldr poison gas . . .

then the sacrifice of millions at the front woulotiave been in vain . . .
12,000 scoundrels removed at the right time mighhaps have saved the
lives of one million proper Germans."

By the time Watson was organizing his plans to s®t on the Bremen,
on August 29, 1933, the New York Times, in a page article, reported the
exiustence of sixty-five brutal concentration canmwedding some 45,000 Jew-
ish and non-Jewish inmates; an equal number wex@daerated at a variety
of other locations, creating a total of some 90,06/@>*

Banner headlines, riveting radio broadcasts, aadtgc newsreels

depicting the systematic destruction of Jewry's@lia Germany must have
seemed endless. Blaring media reports made it isitleor anyone at IBM

to deny knowledge of the situation in the ThirddReiBut what made a
technologic alliance with the Reich even more diffi—moment-to-moment

- was an America that everywhere was loudly protgdhe Hitler campaign

of Jewish destruction. To ally with Germany at tiig@ie meant going against
the will of an enraged nation—indeed an enflameddvo

Although anti-German protest marches, picket libeycotts, and noisy
demands to stop the atrocities were in full swingewery continent of the
world, nowhere would protest have appeared mordpmesent than to a
businessman in New York City. In New York, the lairned with anti-Nazi
agitation. All sectors of society—from labor unidosbusiness leaders, from
Catholic bishops to Protestant deacons to defatiis—rallied behind the
battlee cry that humanity must starve Depressidtetssd Germany into
abandoning her anti-Semitic course. "Germany WiddR This Winter," read
the placards and the leafléfs.

Typical of the vehemence was the giant demonstratidviadison Square



Garden on March 27, 1933. Culminating days of lmadches throughout the
New York-New Jersey area and highly publicized demations, the Madi-
son Square Garden event was calculated to shut NewnYork—and it did.

At noon on March 27, business stopped. Stores arttbots closed
across Greater New York as employees were relefasetthe day. The rally
didn't start until after 8:00~.M., but by that afternoon, large crowds were
already lined up outside the Garden. Once the demme unlocked, the
flow of protesters began. It continued for hourgaffic snarled as thousands
jammed the streets trying to wedge closer. Dematwss heading for the
rally were backed all the way down the subway staBix hundred police-
men formed a bluecoat chain along the crosswalgs tu allow pedestrians
to pass’

When the doors shut, only 20,000 boycotters madénside. So public
loudspeakers were hastily erected for an estima&@00 keyed-up citizens
crammed around the streets of the Garden. Polick @otest marshals
diverted several thousand to a second ad hoc aaliyearby Columbus Cir-
cle. It wasn't enough. More overflow rallies werantically set up along the
nearby intersectiorts.

Synchronized programs were at that moment waitimgChicago, Wash-
ington, Houston, and about seventy other Amerigdasc At each supportive
gathering, thousands huddled around loudspeakeitngvdor the Garden
event to commence. That day, at least one mille@wns]participated nation-
wide. Perhaps another million Americans of non-3bwheritage stood with
them shoulder-to-shoulder. Hundreds of thousandsenio Europe were
preparing sympathetic demonstrations, fasts, agddits>°

New York and Thomas Watson had never seen anythikegg it. From
the windows of IBM at 270 Broadway, the massive destration was an
unmistakable message: Don't do business with Hitloreover, boycott
leaders promised vigilant retaliation for any Argari firm that did®

Protests, larger and smaller than the one on M&t¢h were repeated
throughout the year and indeed throughout theohifine Third Reich.

The stakes must have been high for Watson to disleghe gargan-
tuan protest of a nation, and the world's battle torisolate Germany com-
mercially. But IBM maintained its steadfast commeétmh to an alliance with
Nazi Germany. It was just days later that Watsamdhed the effort to gar-
ner the Prussian census contract.

Germans understood Watson to be a friend of thehRejust after the
Madison Square Garden event, senior managementehoniag sent their
company Leader a joindy signed appeal on firmie&tad. German man-



agers implored Watson to help suppress the "crusettyies depicting pre-
tended abominable crimes against German jews hichly are untrue." The
word "Jews" was not capitalized. Heidinger could hdng himself to capi-
talize the letter "J" when typing the word "Germaréxt to the word Jew.
"We are applying to our esteemed foreign persomal business friends,"
Dehomag wrote, "with the most urgent request, mdy do reciprocate our
cooperation but—as champions of truth—not only tmtbelieve similar
unfounded rumors, but to set yourselves against mifie
Watson did not disappoint his colleagues in Berlinst after the world-
wide rallies in late March, Dehomag board meetingBerlin confirmed,
"President Watson and vice president Braitmayerewally agreed that we
should manufacture all suitable items in Germangoeding to our best
lights and by our own decision." Hence, plans taish a factory were to
proceed, even though certain highly technical paatsld still be imported

from the United States. Watson's office routinelgaived translated copies

of the meeting minutes a few days lafer.

Watson's commitment to growing German operatioesneel indefati-

gable. He ignored the tide of America's anti-Naavement and the risk of
being discovered as a commercial associate oftivd Reich. But doing so
meant ignoring the inescapable financial risk angitressman could see in
Nazi Germany. Simply put, doing business in Germaay dangerous.
Foreign business was fundamentally considered emgiwof the Ger-

man State. Incomes earned by foreign corporationklaot be transferred
overseas. They were sequestered in blocked Geramdnazcounts. The
money was usable, but only in Germany. Hence, lardaf profit made by
Dehomag could only be spent in Germany, bindingfarsign enterprise to
continued economic development within Germany. Camgs were fre-
quently required to invest their profits in Reiabnids. Many considered this
monetary move little more than Hitler's effort &ké American business
hostage. Others understood that as corporatiorts @ermany, the Reich
was forced to decree that their money would havenmain behind.

IBM's Paris office began regularly receiving sta¢ets from the
Deutsche Bank und Disconto-Gesellschaft, listindidbeag's distributions as
blocked funds in the name of International Businktschines Corporation.
For example, one account balance of RM 188,896 sualslenly boosted by
RM 90,000—almost none of which could be sent backrherica®®

Rapid-fire regulations designed to subdue the iaddpnce of foreign

business were being promulgated almost daily. Qftgional rules were
simply decreed by a local party potentate. Comsanwire obligated to fire



Jews, hire from the ranks of the NSDAP - the NamityP- pay special contri-
butions, and sometimes even defer plans for meza@om on the theory
that certain types of machinery displaced jobs.fl@bimg rules from conflic-
ting authorities were commonplace.
Most of all, Germany loudly warned all foreign mess that they were
subject to a concept known as Gleichschaltung Igosanslated as "total
coordination" with the State. Within days of Hitterrise to power, the
process of Gleichschaltung began as every politmaanizational, and social
structure within German society was integrated ifit® Nazi movement and
therefore made subordinate to NSDAP goals anduictsdns. Gleichschal-
tung applied to business as well. Foreign busirtpsskly realized it. And
they were reminded oftéfl.
April 7, 1933, New York Times: A page one articlanbered "Nazis Seize
Power to Rule Business; Our Firms Alarmed," ledhwvilie assertion, "Adolf
Hitler, having made himself political dictator ofe@nany, today became dic-
tator of German big business as well." The New Yoities explained that,
"every phase of German business had already beeautjhly organized. By
taking control of the business organizations, tlazil have obtained control
of the interests they represefit."
April 28, 1933, New York Times: In an article headld "Germany Cau-
tions Foreign Business," the newspaper prominemgprted a promulgation
by Reich Economics Undersecretary Paul Bang, "Tlem@n government
. must demand that foreign business establistanenreservedly partici-
pate in the realization of Germany's economic pogf?
To complete the circle of apprehension, everywhtre talk was of re-
newed war. Any economic transfusion to the Hitlgime was seen by many
as a mere prelude to another horrific military diohf Officials in Washing-
ton, diplomats in London and Paris, and businessldes throughout the
world feared that the advent of Hitler would thrdwmanity back into a
global war. Signs of German rearmament were regoctmtinuously. Open
declarations by Germany that it would reoccupytsraaf land seized by the
victorious Allies were blared throughout the medtakey source of alarm
was Hitler's so-called employment program.
Germany was disarmed as part of the Versailles tyredlow labor
forces were becoming facades for military recruittneOrganized "labor
units" were subject to conscription, wore uniforragd underwent paramili-
tary training. Typical was a New York Times report May 21 headlined
"Reich Issues Orders for New Labor Units." The sauhread, "Military
Tone Is Evident in the Conscription Regulations—$tdroops Favored®®



Why would one of America's leading businessmentasighremier cor-
poration risk all by participating in a Nazi econpsworn to destroy
Jewry, subjugate Europe, and dominate all entexpristhin its midst? For one,
IBM's economic entanglements with Nazi Germany ieathbeneath public
perception. Few understood the far-reaching raatifios of punch card
technology and even fewer had a foreground unduwtistg that the com-

pany Dehomag was in fact essentially a wholly-owsigasidiary of Interna-
tional Business Machines.

Boycott and protest movements were ardently tryangrush Hitlerism

by stopping Germany's exports. Although a netwdrkeavish and non-
sectarian anti-Nazi leagues and bodies struggledganize comprehensive
lists of companies doing business with Germanynfimporters of German
toys and shoes to sellers of German porcelain dwadnpaceuticals, yet IBM
and Watson were not identified. Neither the compaay its president even
appeared in any of thousands of hectic phone bawkes or handwritten
index card files of the leading national and regloboycott bodies. Anti-
Nazi agitators just didn't understand the dynamids corporate multi-
nationalisnmt’

Moreover, IBM was not importing German merchandigewas export-
ing machinery. In fact, even exports dwindled asnsas the new plant in
Berlin was erected, leaving less of a paper t&d.a measure of invisibility
was assured in 1933.

But to a certain extent all the worries about grantHitler the techno-
logic tools he needed were all subordinated to iompressible, ideological
imperative. Hitler's plans for a new Fascist ordéth a "Greater Germany"
dominating all Europe were not unacceptable to Watdn fact, Watson
admired the whole concept of Fascism. He hopedooéd gparticipate as the
American capitalistic counterpart of the great Fswvave sweeping the Con-
tinent. Most of all, Fascism was good for business.

THOMAS WATSON and IBM had separately and jointly spent decadekinga

money any way they could. Rules were broken. Coasjgis were hatched.
Bloody wars became mere market opportunities. Tsu@ranational, making
money is equal parts commercial Darwinism, corgratclesiastics, dynastic
chauvinism, and solipsistic greed.

Watson was no Fascist. He was a pure capitalist. tBe horseshoe of
political economics finds little distance betweertremities. Accretion of

wealth by and for the state under a strong autiedestder fortified by jin-



goism and hero worship was appealing to WatsonerAdll, his followers
wore uniforms, sang songs, and were expected faglisunquestioned loy-
alty to the company he led.

Fascism, the dictatorial state-controlled politicaystem, was invented
by Italian Dictator Benito Mussolini. The term syatically derived from the
Roman fasces, that is, the bundle of rods surragnédi ceremonial axe used
during Roman times. Indeed, Nazi symbols and ritwate in large part
adopted from Mussolini, including the palm-liftifgoman salute. Ironically,
Italian Fascism was non-racial and not anti-Sembiiational Socialism added
those defining elements.

Mussolini fascinated Watson. Once, at a 1937 sal@svention, Watson
spoke out in Il Duce's defense. "l want to payutgb... [to the] great leader,
Benito Mussolini," declared Watson. "I have follaiéhe details of his work
very carefully since he assumed leadership [in L92%idence of his leader-
ship can be seen on all sides. . . . Mussolini jgoaeer . . . Italy is going to
benefit gready®®

Watson explained his personal attraction to theatbcs style and even
observed similarities with his own corporate, calgtic model. "One thing
which has greatly impressed me in connection wiih lbadership,” con-
ceded Watson, "is the loyalty displayed by the p=opo have the loyalty and
cooperation of everyone means progress—and ultirmateess for a nation
or an individual business ... we should pay tribtdeMussolini for estab-
lishing this spirit of loyal support and cooperati®

For years, an autographed picture of Mussolini glatche grand piano
in Watson's living roonf’

In defense of Fascism, Watson made clear, "Differeountries require
different forms of government and we should be fedreot to let people in
other countries feel that we are trying to standargrinciples of govern-
ment throughout the world®

Years after der Fuhrer seized power, Watson draftegrivate letter to
Reich Economics Minister Hjalmar Schacht, in whiwd argued "the neces-
sity of extending a sympathetic understanding te @erman people and
their aims under the leadership of Adolf Hitler."a¥¥on described Hitler's
threatening posture toward other nations as a 'fdimaolicy." In referring
to the "heroic sacrifices of the German people #nedgreatest achievements
of their present leadership,” Watson declared,is'lthe sincere and earnest
desire entertained by me and coundess other friehdSermany . . . that
these sacrifices and achievements should be siwlcessl that the New
Germany should reap the fruits of its present gefatt to the fullest



extent." Watson concluded the draft with "an exgiasof my highest

esteem for himself [Hitler], his country and hispke."®

Watson was equally appreciated and admired by $taseispecially in
Germany. In its struggle with the democratic gowegnts and popular
movements that opposed Germany's anti-Semitic diaeis gready valued
their unexpected and influential ally. To thenwits a subde green light of

guiet approval because Watson seemed, in the Natiatity, to speak for

more than one American firm—he seemed to repréa@sident Franklin D.
Roosevelt and indeed America itself.

The man who began his career as a turn-of-the-gentwrse-and-
buggy peddler had graduated to become America'bauone private
international statesman. Watson used charitableatdms to telescope his
own importance. The roll call of honorary appoinhtseof power and pres-
tige was long and enviable. He was the chairmarnhef Carnegie Endow-
ment for Peace, trustee of New York University, acidhirman of the
American section of the International Chamber om@erce—and the

lengthy gilded list proceeded from there. In fantthe very days before the
Reich awarded Dehomag the census contract, Ameneavspapers promi-
nently reported that Watson had been both nominategposed as a

director of the Federal Reserve Bank and appoittastee of Columbia
University”

His access to Secretary of State Cordell Hull, andre importantly to
President Franklin D. Roosevelt, was unparallel#fthile the Hoover Justice
Department was at the height of its anti-trust stigation of IBM in 1932,
Watson donated large sums to the Roosevelt campRigosevelt's election
over Hoover was a landslide. Watson now had emtréee White House
itself.”

Watson carefully curried favor with Roosevelt by bpely supporting
some of his more controversial policies. Soon, Watsvas sending policy
suggestions to the President. The two men begacotespond regularly.
Watson was so proud of the letters, some of theme mpessidential tokens,
he would carry them around in a pocket, showingmtheff when the
moment would permit?

Soon, Roosevelt came to rely on Watson for advigghite House
staffers would occasionally ask for Watson's scheedin case the President
needed to contact him quickly. Watson visited HyeRierk for tea several
times and even stayed overnight at the White Hoksentually, Roosevelt
offered to appoint Watson Secretary of CommercArabassador to England.
But Watson declined to leave IBR.



Instead Watson'sson remembers, "he served unofficially as Roossvelt
representative in New York." If a foreign dignitagyrived, the White House
might ask Watson to stage an honorary luncheon. Father had to do was
press a button," his son remembers. "He had a whepartment that did
nothing but set up company dinners and other fansti... all at IBM ex-
pense." Indeed, Roosevelt once remarked, "I haledhein Washington and
Tom handles ‘em in New YorK*

Watson leveraged his position with the Administmati to develop
extensive contacts with Secretary of State Cor#ill, numerous ambas-
sadors and consuls, and the State Department erajeiCloaked in official-
dom, Watson never failed to undertake the often thwlong process of
formally soliciting official greetings to privataufictions from Roosevelt, Hull,
or other Administration luminaries. These lettesfien gratuitous, broadcast
arcs of power to those observing overseas, espetiah Reich that believed
in bigger-than-life personages.

No wonder Nazi Germany considered Watson a very epiolv friend.
Indeed, when in October 1933 Dehomag encounterezkpectedly high
customs duties on IBM machinery it hoped to impast part of its new
expanded portfolio, Heidinger wrote a thinly veilddeat to Reich Customs
bureaucrats. "The president of our American co<at® the International
Business Machines . . . Mr. Watson, is one of tlustnprominent American
personalities,” asserted Heidinger. "Among othéngk he is one of the
well-known 25 intimate counselors of President Reed#t, president of the
New York Chamber of Commerce ... he also holds mamgny other posi-
tions of honor in the United States. In keepinghwiis friendliness for Ger-
many, proven at all times, he has up to now dorexy#lving possible which
appeared to be to the interest of Germany. | artecgure that Mr. Watson
would never understand ... a country to raise supehtary customs . . .
on his machines." Heidinger added, "I do not knowatvthe attitude of
the above-named would be if the customs increasee weermitted. |
am recommending," Heidinger concluded, "that thevabfacts be placed to
the knowledge of the two gentlemen [customs offifeexamining the
situation.”

Watson did everything he could to reinforce in Gangn his image of
special American potency and friendship. The Germamsul in New York
was a houseguest at Watson's home, and Watsotethsis arranging for
him complimentary country club privileges at theMBCountry Club. His
socializing with the German Ambassador was equalbust, making certain
that special invitations for luncheons and dinwegse regularly circulated



to German diplomats, and punctual acceptance cragrsiregrets were sent

in response to heir§.

So a happy medium was found between Watsosiseede maintain
deniability in IBM's lucrative relations with Germaand his personal desire
to hobnob with Third Reich VIPs. But, the demantithe growing business

in Germany would not be free of Watson's famougenimanagement. Too
much was at stake.

Watson would travel to Germany regularly during tthieties for first-

hand information about the situation in the NazicReThese visits would

be augmented by his personal New York represeetatitho would monitor
Dehomag on-site for months at a time. Verbatimdiations of Dehomag's
voluminous memos, correspondence, even routineabaratic forms and
applications, were continuously transmitted to IBMNew York for review
and comment.

Watson had created the IBM Europe office, headqtiag it in Paris

and then Geneva, to function as the eyes and &trs blew York office in
Europe. When Watson's personal representativesmagiia Germany, contin-
uous upervision of Dehomag was effected by exeestin the Swiss branch

of IBM, and often the Paris office. More than justitine oversight of the
German operation, the Swiss office of IBM would dd@e the all-important
nexus for instructions, profit funneling, and coetit-wide coordination

in support of Dehomag's technologic activities tigtwout Europe. The com-
bination of Watson's micro-management from afar@ardistent Swiss
examination gave IBM an ever-present hour-to-hoasg of the smallest
operational details at Dehomag, from miniscule bdiskrepancies amount-
ing to just a few dollars to the most vital issfasng the subsidiary's rela-
tions with the Nazi regime.

From the very first moments and continuing throughdhe twelve-
year existence of the Third Reich, IBM placed &shnology at the disposal
of Hitler's program of Jewish destruction and terral domination. IBM
did not invent Germany's anti-Semitism, but whervatunteered solutions,
the company virtually braided with Nazism. Like atgchnologic evolution,
each new solution powered a new level of sinistgpeetation and cruel
capability.

When Germany wanted to identify the Jews by nani#®\M Ishowed
them how. When Germany wanted to use that infoonato launch pro-
grams of social expulsion and expropriation, IBMoywded the technologic
wherewithal. When the trains needed to run on tifnem city to city or
between concentration camps, IBM offered that smiuas well. Ultimately,



there was no solution IBM would not devise for acRewilling to pay for
services rendered. One solution led to another.sblation was out of the
guestion.

As the clock ticked, as the punch cards clickedJews in Germany saw
their existence vaporizing, others saw their cafeorfortunes rise. Even as
German Jewry hid in their homes and wept in desmien as the world
quietly trembled in fear, there was singing. Extatad, mesmerized, the
faithful would sing, and sing loudly to their Leasle-on both sides of the
Atlantic.

Some uniforms were brown. Some were blue.



4THE IBM-NAZI ALLIANCE

WILLY  HEIDINGER HATED THOMAS  WATSON. BITTER
AND defiant, Heidinger saw Watson as the incarmatif the financial
calamity that had befallen Germany after the GredWar.
Heidinger had possessed the vision in 1910 todatte Hollerith's contraption
into Germany. He founded a company, Dehomag, toghdiata processing to
his country. But for the monetary manipulationst theose after World War |,
the Diktat of the Versailles Treaty, and the wiltseing hyperinflation of the
twenties, Heidinger would still own that company.

Back in 1922, worthless German currency was dedabye

the hour. Heidinger was unable to remit some $14i0 royalties
in CTR, the IBM predecessor company, because iuated to
trillions of inflated Reiehsmarks that were impbksto obtain.
Watson seized upon Germany's inflation crisis ke f@ossession of
Dehomag. Daring contentious negotiations, Watssh differed to
demur on the royalty debt in exchange for 51 pdroéthe com-
pany. Heidinger felt it was better to own nearl¥f lsda going con-
cern than all of a bankrupt one. So he agreeddid Yialf of
Dehomag. But then Watson abrupdy upped the dermarmi51
percent of Dehomag to 90 percent. Heidinger faltriered" by his
own private Diktat. Under Watson's new terms, Hejdir would own
10 percent—or nothing. Watson had outmaneuvereditgr?



It was more than a decade earlier. But Heidingevemeforgot it. The
spent the rest of his career biting back.

Watson, on the other hand, was a steel-nerved désmiman. He saw the
Dehomag takeover of 1922 as just another oppoytunitswoop up a lucra-
tive business for virtually nothing. What could bere natural? Hating a
business contact was of no use to a man like Watdeidinger merely rep-
resented a factor to control in the pursuit of psof

But Heidinger was woven from too much feisty fabridis austere face
pulled tight over high cheekbones beneath a worbexlv framed the very
picture of contentiousness. "I would be the last siabmit to domina-
tion," Heidinger wrote to IBM's Nazi oversight pane recalling his dislike
for Watson. "I do not, as a matter of principlet &nyone tell me to do
anything.®

Warlike in his business demeanor, Heidinger enjoysuporate combat
and tenacious lawsuits. He could litigate a narommmercial issue for years
and obstruct a crucial company program at the albévdiour unless he
received his due. Like Hollerith himself, Heidingsas willing to battle col-
leagues as well as adversaries. An IBM assessnfiddeidinger termed him
a "hardened survivor" whose "life .. . was not eese one." The description
added, "He throve on fight$."

More than just volatile and unpredictable, no orte IBM trusted Hei-
dinger. Company executives constantly suspected difirohiseling IBM for
small and large sums, and thwarting their routinglita to identify the
amounts. "Mr. Heidinger is a very selfish man," ierene IBM auditor who
in spring 1934 tried to verify Dehomag's tax infatron. At about that time,
another IBM auditor in Paris reported back to thewmNYork office, "Just in
order to avoid any misunderstanding, we wish toise\that we are not
aware of what is taking place . . . insofar as rieording of the inventories
and the closing of the books is concerned." Thepamy's staid blue-suited
accountants learned to be reluctant in approacHiaiglinger less they incur
his volcanic temper. In that vein, another auditdsp writing in spring 1934,
complained, "it is practically impossible to do #mngg by correspondence,
due to the fear of unduly exciting our German figtf

Even before Hitler seized power, IBM had profiteshoenously from
Dehomag. By 1927, profits had returned more tha@ gércent of IBM's
purchase pricE Now, as part of the Third Reich's industrial teddehomag's
future was catapulting. Nazi demands for a univas@unch card applica-
tions promised horizonless profits. Merged IBM &es, a Europe-wide ter-
ritory, and a new factory presaged a magnificemt Behomag whose



fortune would rise along with the fortune of their@ihReich. Yet who would
prosper? Would it be the German people? the Argae? Heidinger person-
ally? No. It would be Watson and IBM. Heidingerledi at the prospect.
Normally, Watson would not tolerate even a sparkebgllious man-
agement, let alone continuous insolent defianoga#t indeed a measure of
Dehomag's indispensable importance to IBM's lomgieaglobal goals that
the micro-managing, egocentric Watson would endlagh after clash with
his own executives in Germany. Likewise, Heidingas resourceful and
energetic enough to walk away from any distastieftdign enterprise and
pursue his own commercial dominion. In truth, thve tnen desperately
needed each oilier.

Watson needed Heidinger's connections to the NSIDAEN Nazi

plans into IBM profits. And he needed Heidingedsperation if those

profits were to discreetly detour around the Rgiaiiment moratorium. One
method was requiring its own German subsidiaryap IBM "royalties."
Revenues could then be deemed a "necessary experideliomag rather
than a profit to the parent company. Dehomag masovesd occasionally be
transmitted to IBM in this form. As IBM's Europearanager reassured New
York executives in a 1934 letter, Dehomag Managantan Rottke promised
to "pull every wire and use every effort to congrjuoyalty] payments:”

For Heidinger's part, he needed Watson to armt#iestscal soldiers of

the Third Reich for the coming war against Europg&anry and territorial
conquest. For now, the machines would still be inggbfrom the United
States. But even after the new factory was rusti@doperation, allowing
Hollerith machines to be manufactured in Berlig gnecious punch cards
themelves, painstakingly produced to an exactimgifipation, could still

be ordered from only one source: IBM in the UniGtdtes.

Both men would vault their tempers and stratagemnssa the Atlantic

as Heidinger labored to expand Dehomag's commearoagleration with the
Third Reich, and Watson struggled to retain allghafits, often cutting Hei-
dinger out.

To achieve his goals, each man had to cooperate iimternational

campaign of corporate schizophrenia designed tiaemaximum deniability
for both Dehomag and IBM. The storyline dependeahuppe circumstance
and the listener. Dehomag could be portrayed aétierican-controlled, al-
most wholly-owned subsidiary of IBM with token Geamshareholders and
on-site German managers. Or Dehomag could be &@sranan, staunchly
Aryan company baptized in the blood of Nazi ideglagelding the power

of its American investment for the greater glonHitier's Reich. Indeed,



Heidinger and Watson both were willing to waveeithanner as needed.

Both stories were true. Watson had seen to that.

Dehomag's Aryan facade was carefully constructed. newly Nazified
Germany, many good and decent businessmen looledther way, dread-
ing the day stern-faced men sporting swastika anddaknocked on the
door demanding anti-Semitic loyalty oaths, subs@is of financial sup-
port, and ultimately invasive Party control via komsars. At the same time,
some could not wait to join the movement. Dehomag \mong those who
could not wait. IBM was among those who did notanin

Early on, Heidinger sought out the sponsorship led Nazi Party hier-
archy. He wanted Dehomag draped in the authorityomly of the govern-
ment but the Nazi Party itself. However, before W@DAP would ally with
Dehomag, the powerful Political and Economics Dans demanded, in
December 1933, that the company answer some poigtegtions. The
Party's probe was designed to detect just who aibedr the corporation,
whether the firm was German enough, Nazi enougt, stirategic enough to
receive the Party's seal of appro¥al.

Heidinger proffered incisive, if dubious, writtereplies. "My company
is an entirely independent organization which haguaed patent rights
from their American owners," he insisted, and igehebound to pay "royal-
ties." But, argued Heidinger, "any worries as toethier or not excessive
amounts of German funds are being exported areotigbty unjustified,"
especially since most of the royalties remainedbiocked German bank
accounts until released by the governnient.

One Party question inquired why Dehomag could neft any wholly
German-built office equipment instead of Americanoducts. Heidinger
explained that the Reich could not achieve its g@dthout Hollerith tabula-
tors. "[A]side from ours, no other punched card hiaery is manufactured
in Germany," asserted Heidinger, adding, "Our maahicannot possibly
displace other machines, because the work theycalted upon to perform
cannot be accomplished by the other machitfes."

Heidinger concluded his written comments by remmgdithe Party
examiners that Dehomag had been "entrusted . th thwe compilation of
statistics for the Prussian census." He added krgiyi with that air of omi-
nous lack of specificity so common in those daydpreover, negotiations
are now pending in Berlin, their object being arreagnent between my
company and the SA [Storm Troopers] high commandhat city for the
compilation of certain necessary statistits.Nothing more need be said.
Dehomag was approved.



Verbatim translations of the NSDAP's questions aeidinger's answers
- along with the German originals—were delivereth®s New York office

within several business days for review by Watswhather IBM executive¥.

New York agreed with a sub-rosa approach if it doglarner the Nazi
Party affiliation needed to secure more governnoamttracts. IBM willingly
diminished its own identity as part of the effddew York executives were
advised of a Dehomag request: "in the future, dnnechines shipped to
them [Dehomag], the following designations are o dmitted: 1) Interna-
tional Business Machines, 2) International." A 198édmo from IBM's Paris
managers didn't even want IBM billed for small Gamregistration fees,
explaining, "we all should be very careful in exptg or advertising the
name of IBM Corp. in Germany* Watson himself would continue his high
visibility, but would be portrayed during his fresqut visits not as a foreign
controller of Dehomag as much as a supporter of l@hnology in Nazi
Germany.

Heidinger's assertions of allegiance to Nazi ethig$ independence

from foreign influence were certainly acceptabléBbl in New York—so

long as everyone in the company understood thie: ttMatson remained in
charge. To ensure that Watson in fact retainedchuitrol of Dehomag's
activities, IBM NY insisted on several provisions.

First, Dehomag by-laws would allow New York to sigegle the German
board of directors at any time. Dehomag's corpobgtéaws five and six de-
clared that the corporation would be comprisedamy of shareholders and a
board of directors, but of an unusual third compminérepresentatives and
attorneys—in-fact... determined by the shareholderbese would be IBM
accountants, managers, and lawyers who could préfatson’'s authority on a
day-to-day basis. The fifth by-law added, "The shafders shall be in a po-
sition to annul the board of directors." By-law eewordered, "The represen-
tatives [Watson's attorneys and accountants] gblidw the instructions of
the shareholders and the board of directors, ietieone.™

Second, Heidinger's token 10 percent share of tlhobag were his
to own, but only so long as he remained with thengany. The stock could
not be sold without the shareholders' permissioopmling to by-law fout®
Clearly, the power at Dehomag was wielded by tharediolders. Wat-
son and IBM NY owned 90 percent of the stock. Tiase Watson and his
attorneys veto power over any Dehomag activityiadded over Heidinger
himself.

Watson also wanted his own people on the Dehomagdbto counter-
balance Heidinger. Representing IBM NY were trustéatson represen-



tatives Walter Dickson Jones, who operated outBM'$ Paris office, and
John K. Holt, who mainly operated out of IBM's Gemeoffice!® Heidinger
acquiesced to the concept of foreign control, trésented Watson's inter-
ference. The first test came quickly. It involveér@®an Sales Manager Karl
Hummel.

Watson had cultivated a personal alliance with HemmHe had ar-
ranged for Hummel to attend IBM's sales traininpost at Endicott, New
York, and entertained Hummel and his wife in hisnkeo The Hummels and
Watsons periodically exchanged gifts. Watson knew ho develop loyalty.
He wanted Hummel on the German board. December1233, Watson
made his move, sending a radiogram to Dehomag @eméanager Her-
mann Rottke: "To give Dehomag fuller representaiiorGermany, | request
that Karl Hummel be made second director (Gesdhuihftsr) and his name
so listed. . . . Kindly notify me when this is ddHé Watson had not asked
Heidinger first.

Heidinger erupted, and just days before the newtofacwas to open
in a grand ceremony, Rottke cabled back: "AccordingGerman law, not
I but only shareholders meeting and board of dimscthave authority to
promote Karl Hummel . . . sending your cable andopy of this answer
to Heidinger.*®

Sarcastic and threatening, Heidinger on December d2Bhed off a
warning to Watson. "I do not seriously fear ... ypositive will in the future
to put me aside in questions of importance for Blethomag. Nevertheless, |
of course feel deeply depressed that you are rieteisted to hear my opin-
ion [about] ... such an important decision.... Thetling of depression ...
might be considered as not important. But what e¢do¢ important is the
following.*®

"As you know," Heidinger continued, "we all congiele it of greatest
importance to proof [sic] that the Dehomag is an@er-managed company
... free from American influence . . . our authestare very sensitive if they
should believe to be fouled.” He hinted that theziNRarty might feel the
need to install two of its own kommissars on tharbo During a recent con-
ference at the Nazi Party headquarters, Heidinged heassured ranking
officials that Dehomag would function free of Anean influence. Now the
Hummel appointment was showing the opposite, hemeld, adding that
Watson's move would "shock" Party stalwarts anctera "dangerous" situa-
tion for the compang”

Watson went into damage control mode. Upon recgileidinger's irk-



some missive, he cabled Rottke, who would soortadimerica lor meetings
at IBM: "Do nothing further about Hummel until lesgou in New York.

It was difficult, but Watson humbled himself. Imambling, two-page

letter filled with spelling errors, Watson apologizover and over again,
regretted Heidinger's upset, professed his undg@lifiendship to Ger-
many, recalled his pleasant times in Berlin, enateer his forthcoming din-
ner engagements with the German ambassador, anmtkta assured, "you
have nothing to worry about in connection with @&rman government, so
far as my connection with our German businessng@&med." Watson
blamed not his lack of respect for Heidinger, betraple typo. In his origi-
nal cablegram asking for Hummel's appointment, Wfats/erred, "one word
was misquoted. The cablegram dictated was 'l sagged | find in the copy
it was written "request’ ... it is always my policyto make a suggestion,
rather than a request."

Suggest. Not request.

Unappeased, Heidinger shot back in a melodramiaticigh, "it was a

real and great joy for me to receive your letter[and] to see that the
biggest part of the trouble arose from the mistaflkasing the word 'request'
instead [of] 'suggest' which ... formally settles thost dangerous point. ..

| hardly can express how happy | am about thedliemanner in which you
explain... the mistaken wording of your cabf&."

Heidinger's message was cabled to Rottke, whaattbment was
steaming across the Atlantic on the SS Presideos®elt. Rottke had the
cable retyped on letterhead and handed it to Waieoa he landed in New
York. Hummel, it was decided, would be promoteddaior management,
but not sit on the board. The conflict was overi3a filed his original dic-
tation copy of that December cablegram to Rottkeli@e two the word
"request” was originally typed. Watson edittide cable, scratched out
"request"” but then upon reflection wrote it backynhand and signed it.
"Suggest" was never in the document. It was alwegguest.*

JANUARY_8,1934.

In a corner of Dehomag's vast punch card operatigthin the great
Karstadthaus census complex at Berlin's Alexanderplwith morning light
streaming in behind them through banks of tall p&lravindows, several
dozen officials of the Prussian Statistical Offiere joined by leaders of the
Nazi Party in full uniform and Dehomag officialstimeir finest suits to



solemnly recognize the coming revolution of datacpssing and the newly
forged alliance with International Business Machifte
Hands reverently clasped either behind their backsacross their belt
buckles, shoulders and arms touching in fellowsthie, assemblage stood in
awe of this day, the day Germany would unveil itgnofactory producing
Hollerith machines. The President of the Prussittistical Office, Dr. Hop-
ker, delivered brief remarks using the euphemisnts aystal clear ambigui-
ties of the day. "[T]he irresistible force of thaatidnal Socialist government
. demands the [census] results faster than eeéore,” he declared,
adding, "German statistics understands this impe¢i¢ He then explained
exactly how the punch card process worked, disgllithe anonymous Ger-
man masses into specific names organized by radereigion, as well as
numerous other characteristf€s.
Accompanied by a dense din in adjacent halls thaked and whirred
like locusts swarming a field, Heidinger steppedthe front to speak. With
the passion of a die-hard ideologist simultaneopssenting an omnipotent
gift to the nation and fulfilling a life-long persal dream, he spoke of the
demographic surgery the German population required.
"The physician examines the human body and detesniwhether
all organs are working to the benefit of the entirganism," asserted Hei-
dinger to a crowd of company employees and Nazciaf§. "We [Dehomag]
are very much like the physician, in that we disseell by cell, the German
cultural body. We report every individual charastigc ... on a little card.
These are not dead cards, quite to the contraey, pinove later on that they
come to life when the cards are sorted at a rat25@¥00 per hour according
to certain characteristics. These characteristiesgeouped like the organs of
our cultural body, and they will be calculated atetermined with the help
of our tabulating machin&.
"We are proud that we may assist in such a tastgsk that provides our
nation's Physician [Adolf Hitler] with the materibk needs for his examina-
tions. Our Physician can then determine whetherctileulated values are in
harmony with the health of our people. It also nse#mat if such is not the
case, our Physician can take corrective procedoresrrect the sick circum-
stances. . . . Our characteristics are deeply dowmteour race. Therefore, we
must cherish them like a holy shrine, which we wiind must—keep pure.
We have the deepest trust in our Physician andfallbw his instructions in
blind faith, because we know that he will lead p@ople to a great future.
Hail to our German people and der Fuhr&r!"
The entire group then filed out of the massiveding and motored to



IBM's new factory in the quiet Berlin section ofchierfelde to attend the
official opening. At 10:30, Dehomag employees ptaptheir work to gather
for the great event. Tall trees along the perimatere still nearly barren
from the Berlin winter. The swastika-bedecked squiar front of the four-
story factory complex was already jammed with heddr of neighborhood
onlookers and well wishef3.

Just before noon, two columns of Storm Troopersktagp positions
along either side of the walkway leading to Dehowdgpont door. A band
from the SA's 9th Regiment played Nazi victory songinally, the NSDAP
hierarchy arrived®

Dehomag had invited Nazi higher-ups representing tbrganizations
most important to the future of IBM's partnershipthwthe Third Reich.
From the German Labor Front came Rudolf Schmedastaminute stand-in
for Dr. Robert Ley, leader of the organization. TBerman Labor Front was
the militant coalition responsible for mobilizinghemployed Nazi millions
into both newly created jobs and vacated Jewishtipos. The Front also
inducted Germans into regimented squads that fumeti as veritable mili-
tary units. So important was Dr. Ley and his Germabor Front that the
entire Lichterfelde factory opening was delayed thays because he took ill.
Only when it became clear he would not recoverdays was the event sud-
denly rescheduled with Schmeer, accompanied by rdaoueage of poten-
tates, standing it
At Schmeer's side was A. Gorlitzer representing 8%, the rough and
ready Storm Troopers, the violent edge of Hitldosces. Gorlitzer was a
powerful Nazi. When Goebbels became PropagandastdmiGorlitzer took
his place in the Storm Trooper organization. Nowe presence of Gorlitzer,
in gleaming, black leather boots and fighting umifp would testify to the
importance of Dehomag in Hitler's future pldhs.

As the invited Nazi officials paraded through eodmsl of honor guard,
the Brown Shirts pumped their arms rigidly diagon&thmeer, Gorlitzer,
and the other leaders returned the disciplinedeHidalute with a casual,
almost cocky bent-elbowed gesture, their open pabaely wafting over
their shouldef?

Bouquets decorated Dehomag's reception hall. Oaeyel swastika
emblem dominated the front of the podium, and aendarger swastika flag
hung across the wall. Music inside was providedahyNSDAP men's choir.
To record the event, a tall, circular microphoredtnearby?

The company's most important users were there al. \Weidinger's
guest list included the directors of the Reichshbemd other financial institu-



tions, the Police Post Office, Ministry of DefenBeich, Reich Statistical
Office, and an executive contingent from the Redahs, that is, German
Railway® The future was in the cards—a future of names,alite files and
concentration camps, of bank accounts and assedféra, of war offices and
weapons production, of endless statistical camgaignd registrations, and
of trains. So many trains. The men and organizatassembled would help
shape that future in ways people were only begmitinimagine. Representing
Watson at the event was his personal representilfiaiker Jones. Jones was the
Paris-based manager of all European operationsanan who would one day
become chairman of IBM Canatfa.

Framed by swastikas front and rear, a clearly isg@d Jones was the
first to speak. He proclaimed in German, "It is amtstanding honor and
privilege for me to be with you and to represent Mihomas J. Watson, pres-
ident of International Business Machines, on theasmn of the formal
opening of this magnificent factory . . . the newdapermanent home of
Dehomag.*

Repeatedly using Nazi buzzwords for economic regove€lones made
clear that Mr. Watson agreed to the new constractizecause he realized
your organization had outgrown the facilities . [and] the time was propi-
tious ... as it would give employment to many igderkmen and thus help
. . . the unemployed." Peppering Watson's nameim@pdimatur throughout
his address, Jones praised, "the noble work urderthy your government
in its aim to give work to every German citizef."

When Heidinger came to the front, nattily dressedhwa small hand-
kerchief peeking from his suit jacket pocket, thannwas clearly emotional.
"l feel it almost a sacred action, if in this houiconsecrate this place of
our mother earth,” he began. Reviewing Dehomagbulent history, he
described how the tiny company had persevered téeapiack of financing,
the Great War, and the suffocating post-War irgtat?

Although at that very time, Heidinger was battlinggatson over the
appointment of Hummel, in this moment of Nazi filiffient, Heidinger was
effusive. Recalling IBM's acquisition of Dehomag hecast the story not as
an acrimonious takeover but as a financial resgue lbenevolent friend of
the German people. "l express our deepest appretiand our thanks for,
the noblesse not to be surpassed, proved by oditare . . International
Business Machines Corporation under the managemgrtheir president,
Thomas J. Watson, in our condition of distresiBM] could have been in
a position to take over our entire firm by . . faning their claim for bank-
ruptcy ... but [instead] purchased a share in ompany.*



Continually invoking Nazi re employment cliches,itheger promised

that Dehomag would provide "bread and work" forr@an citizens. In that
vein, he said that IBM had calculated the cost gfeand opening banquet
and instead would contribute the 10,000 Reichsmarkse Winter Subsidy,
a Nazi program donating funds and food to thosavthrinto deeper job-
lessness by the international anti-Nazi boybott.

He concluded by unveiling a building plaque commeating the fac-

tory both to "the national awakening of the Germaople" and to its

future. Heidinger concluded by asking that "thesbieg of heaven may rest
upon this place®

Final remarks were offered by Schmeer on behati@powerful Ger-

man Labor Front. "German men, German women," hel@iroed, "the fact
that we are on the way up under Hitler's leaderdbgpite the present condi-
tions was doubted by many, not just by our enenhigsalso by people who
were willing to work honestly and diligently. Theening of this factory . . .
shows that the road Hitler has prescribed and winéctook last year was
right, namely to bring trust into the German ecogoReople in the past were
not lacking commitment to hard work but they lacket$t . . . the Volks
community now present in this factory is here &ysand stay for all eter-
nity... It will produce goods, which will help opeople in their ascent®
Snapping into respect, Schmeer pumped his arm fdreseclaiming, "

now ask you to collect our joy and cry out: 'OuhFar, Adolf Hitler, Sieg
Heil!™ The crowd reciprocated with fire: Sieg Hellhe choir burst into the
national anthem, "Deutschland uber All&5."

Marching out enthusiastic and reassured, swept i® moment, the
regaled Brown Shirts chanted the "Horst Wessel S6hg

Soon Hitler's flags will wave
Over every single street
Enslavement ends
When soon we set things right!

For IBM and Dehomag both, it was an extraordinay df Nazi com-
munion. Two days later, Jones sent off verbatimdiations of the speeches
to Watson with an enthusiastic cover letter deatgrias your representative,
| attended the formal opening ... | have never egsed a more interesting
ceremony." Jones attached a fist of all the Nagirks that attended, and
even made clear that the dignitaries included #ie S>orlitzer, who suc-
ceeded Dr. Goebbels in the latter's former posltidbones' letter proudly



mentioned "a full company of Nazi storm trougie] with band" and
promised IBM's Leader that plenty of photos woutiofwv.*®

Watson sent a personal letter to Heidinger. "Mme3osent me a copy of
the speech you made at the opening of the newrfaatoBerlin . . . and |
have read it with a great deal of interest. .. wo@ certainly to be congratu-
lated upon the manner in which you conveyed yooughts." The company
was so proud of the event that Dehomag printed camonative programs
of the event with photographs and transcripts ef $heeches made at both
the census complex and the factdry.

There was no turning back now. IBM and the Nazitypdrad bonded.
Swastikas and corporate slogans had found theimmmground. Day and
night, the Jewish names clattered through IBM systeaster and faster, city
by city, profession by profession. Dehomag was Thed Reich's informa-
tional deliverer. As such, they were afforded acsgdeplace in the mindset of
Nazi planners. It was an awesome responsibilityddehomag and IBM, but
one they accepted with doctrinaire devotion.

The feeling was captured by one Nazi newspaper, Dewutsche, which
sent a reporter to cover the Lichterfelde cerenwnidne paper quoted Hei-
dinger on the nature of the company. Heidinger a@rpd it this way: "Chil-
dren's character is determined by their parentsig=by their founders'®

GERMANY WAS quietly tabulating.

While Hitler's rhetoric was burning the parade gus and airwaves,

while Storm Troopers were marching Jews through sheets in ritual

humiliations, while Reich legislative decrees ananiasma of regional and
private policies were ousting Jews from their pssfens and residences,
while noisy, outrageous acts of persecution wegallipg the world, a qui-

eter process was also underway. Germany was autgmnat

Hollerith systems could do more than count. Thewldoschedule, ana-
lyze, and compute. They could manage.

Several dozen Hollerith systems were already in hgea small clique

of German industrial firms and government offité&ut now Hitler's Reich

discovered that in its quest for supremacy, it daukechanize, organize, and
control virtually all aspects of private and comupiek life, from the largest

industrial cartel to the humblest local shopkeepdeist as people would be
categorized and regimented down to the least cteaistic, so would all of

German business be analyzed to the smallest detad-then subject to



Nazi discipline. The economy could recover. Peapldd go back to work.

But it would all he done toward a single, totalboedinated Nazi goal.

A global movement was loudly organizing to shatiber German econ-

omy and topple the repressive Hitler regime by degngconomic recovery,
prolonging German joblessness, and boycotting Gegoanmerce. But IBM
was mobilizing its financial and engineering mighto the opposite. Gen-
eral Manager Rottke echoed IBM's attitude at trodnidrfelde factory open-
ing, declaring, "We are able to hereby assist onegiment in its battle
against unemployment.” Work and bread was the tHBieand Dehomag
used again and again to describe their ventureir-alipport of the

National Socialist goal. As Heidinger told his amtie, "Public interest pre-
vails over private interest™

Hollerith technology had become a German adminiggaway of life,
Punch cards would enable the entire Reich to ga @var footing. For IBM,
it was a bonanza.

Dehomag's client list sparkled. Electrical combigash as Siemens in

Berlin and Lech-Elektrizitatswerke in Augsburg. Mgandustry such as
Mannesmann in Diisseldorf and I.G. Farben in FrartkiAutomakers such

as Opel in Russelsheim and Daimler-Benz in Stuittgaatail stores such as
Woolworth and Hertie in Berlin. Optical manufacttgsuch as Zeiss in Jena
and Zeiss lkon in Dresden. Chocolate factories sscBchokoladenfabrik in
Tangermunde. Coffee producers such as Kaffee Haidél. in Bremen®
Aircraft engines: 10 customers; coal mining: 7 oastrs; chemical plants:

18 customers; electrical products: 10 customersomehicle industry: 11
customers; shipbuilders: 2 customers; railroadsegitrams, and other trans-
portation: 32 customers; insurance companies: 2®mers; banks: 6 cus-
TOMERS public utilities: 16 customers; iron and steel:.cL@tomers; turbines,
engines, and tractors: 7 customers.

Leather tanning, washing machine manufacture, tiqymaint and var-
nishes, cigarettes, perfumes, railway car assemidy, bearings, rubber,
petroleum, shoes, oleomargarine, asbestos, exp&isiv

Reichspost, Reichsbahn, Pension Funds, the Lufwathe Navy’
Payroll, inventory control, material strength cddtions, personnel,
finance, scheduling, product usage, and manufacfusupervisioi> There
was virtually no business that could not benefnrfrpunch card technology.
Dehomag deftly controlled the data operations o thentire Reich.
Moreover, one Dehomag customer account could reptesiozens of
machines. Hollerith systems involved an ensemblatefconnected devices



that could be manufactured in a variety of confidions. Punchers, proofers,
verifiers, sorters, tabulators, alphabetizers, ipligts, printers. 1.G. Farben
installed arrays in Offenbach, Bitterfeld, Berlidpechst, and other locations.
Daimler-Benz utilized machines in Berlin, Stuttg@enshagen, and other sites.
Junkers employed Hollerith devices in Magdeburgpdatdshall, Kothen,
Dessau, and numerous other cities. Municipalitiesryavhere used the ma-
chines. Frankfurt am Main's Public Works Departmaohe maintained an ex-
tended suite of punchers, verifiers, tabulatorsitiptiers, and sorters. Statistical
offices—federal, regional, and local—could not k2asough systems.
Gleichschaltung, that is, total central coordinatiodemanded that end-
less accountings be submitted regularly to govemnimreaus, Nazified
trade associations, and statistical agencies. Kesars and government regu-
lations required companies to install Hollerith imaes to ensure prompt,
uniform, up-to-the-minute reports that could beroepssed and further tab-
ulated. The Reich Statistical Office's Departmemials officially charged with
the responsibility of helping companies transitionthe elaborate Hollerith
methodology. Statistical bureaus hired thousandsesi staffers just to keep
up with the data flow’

Hitler's Germany began achieving undreamed of iefimes. The
Reichsbahn was a vital customer for Dehomag, depofull or partial sys-
tems in Essen, Cologne, Nuremberg, Mainz, Frankfdannover, and nearly
every other major connection point. Some 140 mmlljwassengers annually
were booked through Dehomag card sorting systemscHPcards made the
trains run on time and even evaluated engine effcy when pulling certain
types of freight. Records in some railway operaitimat previously required
300 people six months to organize could now be cdetp by a staff of
fifteen working for just a wee¥.

Customers such as Krupp, Siemens, and the DeutBeimk were able
to reduce their operating costs and clerical sthffsas much as half, and
plow those human and financial resources into lsiellgoods and services.
Manpower could be shifted as needed from plantlaotpgoy companies and
deployed from city to city by the German Labor RrSn

To meet fast-expanding demand, Dehomag hired mbem t1,000 new
employees to staff the new factory at Lichterfel@serywhere throughout
the plant, newly installed machine tools were fedoitng Hollerith devices.
Workshops buzzed, cranked, and whirred with BelglLubke precision
lathes, Jung surface grinders, Boley milling maehjrHille high-speed drills,
Auerbach & Scheibe 3-spindle drill presses, Thiettahsaws, Karger thread-
cutting lathes, and Universal grinding machiffeéletal shavings, oil cans,



iron rods, tin coils, ball bearings, alloy sheedad rubber rollers combined
with bent elbows, squinting eyes, wedging bands bralvs wiped by the
sleeves of work smocks to create a manufacturingate. IBM zeal and Nazi
devotion coalesced to help the Reich recover aedgthen.

Lichterfelde was overwhelmed with orders. It esthidd a "shock

department” for the speedy manufacture of spais,patrofitted an old

disused IBM plant from pre-merger days, and comr¢kittto a workshop.
Outside storage, some 1,200 square meters costirgtiran RM 12,000
annually, was rented. Workmen shutded materialk bad forth from the
storage site to the overcrowded Lichterfelde siens even corridor space
was at a premium. "Our own workshops (technicaygto such an extent,"
complained Heidinger in a report to IBM NY, "thategy square meter of
space was overfilling with machines and persond the acute shortage of
space became more and more criti€al."

Dehomag's explosive growth arose not only from a&tatlbrial mar-
shalling of all commerce, but also because of aptet@ly new industry
within Nazi Germany: race science. Identifying wivas a Jew—either by
certifying Aryan lineage or exposing Jewish angesiecame big business
overnight. Hollerith alone possessed the technologgfficiendy provide the
answers Nazi raceologists craved.

RACE SCIENCE rooted in the international Eugenics movement,lbad

been a pseudo-scientific discipline within the Nadture. In Germany, the

field transformed from vague debates into a luceateality when two fac-

tors converged. It began when a multiplicity ofial@wish decrees and pri-
vate provisos demanded Jewish ousters and puren Algscent. But these
racist requirements clashed with what Dehomag kpdsed when it com-
puled the 1933 census: not all the Jews could éifted by a mere census.
Census tabulations isolated nearly a half milliews), less than 1 per-

cent of the overall German population, and 65,@88 than the previous
national census in 1925. Reich statisticians savdifop as validation that

"the new political order had induced a strong eatign trend." But in the

Nazi mindset, the half million identified were migréhe most obvious Jew-

ish layer, the so-called "practicing Jews."

Nazi ideology defined Jewishness not as a functidnreligious prac-
tice, but bloodline. How far back? Nazi theoretidadebated tracing parent-
age. Some looked at grandparents. Some suggestedhisg back four
generations. Still others focused on the year 18@@pre Jewish emancipa-
tion, that is, before assimilation into German stci®



Reich statisticians concluded from the occupatiopalds of the Deho-
mag census that "there are quite a number of Jewthdse 'independent
occupations' who have left the community of the iSbwaith. Those 'Jews'
could not be recorded as Jews in the 1933 Censhat. mMeans that Jewish
infiltration into our cultural life is probably mhcgreater than the numbers
for practicing Jews would otherwise indicaté."

Estimates of how many ancestral Jews, baptized air really dwelled
within the Reich ranged far above the tradition@0,600. But no one knew
just how many. Nazi raceologists devised a bizpseudo-mathematical for-
mula that grouped ancestral Jews into a seriesaafeg, such as fully Jewish,
half-Jewish, and quarter-Jewish, depending upon hwamy Jewish parents
and grandparents could be calculated from theit. pd$ of it defied logic
once one added other generation-to-generation dgsalsuch as remar-
riages and divorces.

Logical or not, everywhere Germany was buzzing witie need to
trace ancestry by cross-indexing births, deathgtidras, and other data
going back generations. Since racial decrees meddttat only Aryans
could participate in many walks of life, German iinduals, companies,
schools, associations of every size and calibed ewen churches, were
gripped by the necessity to prove their Aryan puaihd to exclude everyone
else. Moreover, physical characteristics such dghhestature, and blond,
blue-eyed features, were all thought to be coeffits of racial descent.
Linguistics played a dynamic role. Words such ablipuhealth and medi-
cine, nationality, foreigners, family and familyrgmlogy, hereditary, and even
the word German, took on special anti-Semitic iogtions. Jews were for-
eigners, and in many cases thought to be diseadersaRacial impurity was
a public health issue. Only Aryans could be Germars®e word German
became exclusionary.

A competitive, confusing, and often overlappingwak of governmental,
private, and pseudo-academic agencies with constanalving names, juris-
dictions, and sponsors sprang up into existencenyMdi them direcdy or in-
direcdy benefited from Hollerith's high-speed teslbgy to sort through the
voluminous handwritten or manually typed genealalgieecords needed to
construct definitive family trees. These machinesenoften housed elsewhere,
such as the Reich Statistical Office departmentsiclw processed pen and
paper forms into race statistics. No one shall &wew how many race track-
ing agencies accessed which machines in whichitmsatduring those first
chaotic years. But this much is known—the Third dRepossessed only one
method of cross-tabulating personal informationh@wuag's Hollerith system.



Germany's complex of race science agencies ultiyniatek on a bureau-

cratic life of its own. The Fuhrer's Office opeidtihe Race Political Office.
The Justice Ministry empowered one of its lowerrtdivisions to rule on mat-
ters of hereditary health. Josef Goebbels' MinisfriPropaganda vested its
Department Il with questions of Jewish policy, plagplnealth, and popula-
tion. Labor and unemployment offices under the @efithe Labor Ministry
maintained an index of foreigners, meaning JewsnamdAryans>®

Race science in the Interior Ministry was the prame of the Reich
Committee for the Protection of German Blood. Dapant | dealt with

issues of race law and policies. Department IVisthgopulation politics,
genetic hygiene, and medical statistics. Departiaémtas concerned with
foreign groups within Germarfy.

The Reich Health Office, also part of the Intefdinistry, included two

special units: Department L supervised genetictheald racial hygiene;
Department M was authorized to oversee geneti@areiseln addition, the
Reich Committee for Popular Health, which advideslIhterior Ministry,
maintained a sub-office for genetic and race hygfén

In the Reich Statistical Office, which was complgttependent upon

IBM equipment and technical assistance, Departiivenias responsible not
only for traditional data such as census, houselaoid family data, but nation-
ality and race statistics as well. The MinistrySafience and Education devel-
oped special offices for racial and genetic redeara oversaw the work of the
Kaiser Wilhelm Institute for Anthropology, Human @aics and Eugenics.
The Nazi Party itself also maintained a plethoratoictured and infor-

mal special advisory bureaus on race and publitth€a

Offices devoted to race science melded genuinerdentation with

rumors, poison pen letters, and vengeful tips. l€hgks to one's Aryan
background were commonplace. Whether driven byaesef national duty

or ordinary fear, everyone was forced to confraeirtracial make-up. At the
apex of racial grading was a bureaucratic entigcaed to the Interior Min-
istry. This section began its existence before 1#83e Nazi Information
Office. Ultimately, after numerous name changelsed¢ame known as the
Reichssippenamt, or Reich Family Office, endowetth whe final authority to
decide who was Jewish or Aryan.

Lists were distributed, exchanged, and updated irrmundly, often in a
haphazard fashion. To cope with the growing bunediec fascination with
punch card records, senior Interior Ministry offilsi reviewed one fanciful pro-
posal for a twenty-five-floor circular tower of dato centralize all personal
information. The proposal was rejected becauseitidvtake years to build



and stork. But the futuristic concept opened thesegf Reich planners. Each
of the twenty-five floors in the imagined tower vsube comprised of 12
circular rooms representing one birth year. Evdargutar room would con-
tain 31 cabinets, one for each day of the montlthEabinet would in turn
contain 7,000 names. Registrations and updatesdwi@d in from census
bureaus. All 60 million Germans could then be orgeth and cross-indexed
in a single location regardless of changes in ezgid. Data could be retrieved
by some 1,500 couriers running from room to rooke Iso many magnetic
impulses fetching file&:

Lists were indeed everywhere. Non-German Registigse maintained
in police stations, employment bureaus, professiassociations, church
organizations, local Nazi departments, and the &8y Office, the Sicher-
heitsdienst, known as the SD. The SD was undecdh&ol of Reinhard Hey-
drich, nicknamed the Hangman.

Buried within the bowels of Heydrich's Berlin o#ficwas the Depart-
ment of Research, which developed registries omrfasons. In 1934, one
of the SD's nameless specialists on Freemasonsndgnaiing particular zeal
was a corporal who had just transferred in from Drechau concentration
camp. He showed such promise working with registribat he was re-
assigned to Referat Il 112, the Jewish Departmegh&re he could work with
more lists. The corporal's name was Adolf Eichm&nn.

As the cross-indexing capabiliies and sorting irmg of Dehomag's
machinery became more sophisticated, race researcbatinuously discov-
ered greater informational depth about Jews andetrad Jewish bloodline.
For Dehomag, such statistical feats were bothaisnse and its competitive
edge. Educating its customers was an everyday @ame.

An August 1934 article in the Dehomag publicatiodpllerith Nach-
richten, extolled the benefits of advanced datacgssing. The article, enti-
tled "An Improved Analysis of Statistical Interdeencies via Hollerith
Punch Card Process," illustrated how difficult dasdculations could be bet-
ter interpreted and predict probabilities. As amari example, the journal
cited "the field of medicine, and the science ohgjes and race.” Complex
tabulations could be rendered, the article sugdesigarding "the size of
fathers and their children, number of children gratents. Diphtheria and
age, and the different racial characteristics." Trécle explained, "Even
though the gathering of statistical material inustglial and commercial busi-
nesses has steadily grown in size ... in admintigéraarchives and because
of censuses and other surveys, the interpretataan ot kept pace. Due to
the lack of manpower ... one is limited ... to w@ytout past developments.



... This is not always enough... The actual justtfon for the collection of
data in great quantity is the ability to draw carsobns . . . and ensure a safe
estimate of future and current occurrencés."

Racial purity was not just a catchphrase for Nazigas an obsession.
Germany wanted more than a society of Aryans, itteca master race: tall,
strong, blond, and blue-eyed, intellectually anglgitally dominant. Eugen-

ics became an elite cult. Nazis sought to weedhmutveaker elements of its
population, regardless of parentage—even from amibjy own people.
The mentally ill, diseased, handicapped, homosexadividuals, certain
Jews, Gypsies, and a group of misfits termed "smtial," were not to be part
of Germany's future.

Beginning in summer 1934, the Third Reich took thext step. Armed
with statistical data and other information colezttfrom medical offices,
doctors, and insurance companies across the naBermany began orga-
nized sterilization.

TWO DECREESwere promulgated by mid-1934. One was The Law fiop8-
fication of the Health System, enacted in July 1984uiring doctors and other
clinicians to fill out detailed forms about the Hbeaondition of their

patients. These were filed with Health Offices amdntually processed by
Hollerith systems at the Reich Statistical OffiaasBerlin and its regional
divisions. The information, combined with extensive informatifsrom health
insurance questionnaires, created a eugenic pfdfile

The second decree was The Law for the Preventi@eogktically Sick
Offspring made active in January 1934. Eugenicrisenin Germany had
developed a maze of precepts mandating exactlyhwiandlines should be
terminated based on the statistical probabilitgredowing defective genes.
Sterilization guidelines initially specified inddiials deemed insane, retarded,
epileptic or manic-depressive, among otHérs.

But now eugenic pseudo-academicians and Nazitst&tiss evolved

an additional belief that a man's right to live wi@sermined by his net

worth to Nazi society. "The only value of man—ahi$ is a direct object of
statistics—is his economic value . .. his humandgvoductivity," wrote
Friedrich Zahn in a 1934 edition of the Germanistiaal journal, Allge-
meines Statistisches Archiv. Zahn's article, "Thert®mic Value of Man As an
Object of Statistics,"” reminded that, "statistiegdentical in character with

the National Socialist ided™

Zahn called for a "registration of the various siskhich threaten the

value of productivity ... [as a result of] ... dsses, disability, unemployment



and non-accomplishment of occupational goals." Rtipn engineering, he
emphasized, would rely upon extensive data analysauding statistics
from a gamut of health bureaus, disability andilighinsurers, unemployment
offices, and even academic testing data from setibol
Nazi genetic experts worried about not only thoseividuals exhibit-
ing undesired traits, but the parents and/or olildwho might carry those
traits and therefore contaminate the gene pool. €mesus theoretician pos-
tulated that the potential for contamination coldd set at a 25 percent
chance per diseased parent. Hence, once an urdesperson was identi-
fied, the parents and offspring, including newbahildren, required steril-
ization as well”?
Quickly, the notion of sterilizing the physicallyndesirable expanded
to include the socially undesirable. So-called -antials, that is, misfits who
seemed to be unsuited for labor, became specigéttarA leading raceolo-
gist described anti-socials as "those who, basetheim personality, are not
capable of meeting the minimum requirements of edggcii.e., personal,
social, and volkisch behavior." One official defion cited: "human beings
with a hereditary and irreversible mental attituddno . . . have repeatedly
come into conflict with government agencies and d¢berts, and thus appear
. a threat to humanity.” Included were traitorace violators, sexual per-
verts, and "secret Jews." But, "the numericall\gést group consists of 'the
work-shy and habitual parasité§™
Compulsory sterilization was aimed principally dtose adjudged phys-
ically and mentally inferior regardless of theiceaor nationality. However,
the criteria applied not only to general groups ileitihg the proscribed
characteristics, but, in the new lexicon of antiresm, to virtually all Jews
within Germany.
Dehomag systems compiled nearly all the medicahltine and welfare
statistics in Germany, either at the compilaticee sir through the Reich Sta-
tistical Office. Hollerith Nachrichten aggressivebyoliferated its population-
engineering technology to new customers. An arteiided "The Hollerith
Punch Card Process in Welfare and Social Secubibgsted, "sorting proce-
dures are done by Hollerith machines with such dpaed reliability that
the directors of the welfare administration areegtnicted in their catalog of
guestions." It added, "The solution is that evengliesting feature of a statis-
tical nature ... can be summarized ... by one basior. This basic factor is
the Hollerith punch card™
Questionnaires, although to be filled out by hameire jointly designed
by Dehomag engineers and Nazi disability or weltaqgeerts for compatibil-



ity, since ultimately all information would be pured into Hollerith cards.

Yet, as a Dehomag notice to users advised, theigoeaires would have to

be adapted to the technical demands of the Hdilsyistem, not the other

way around. A vertical notice printed along thetbot left of typical welfare
forms often indicated the information was to becpssed "by the punch

card office” generally an in-house buréau.

People seated in a doctor's office or a welfare lirever comprehended
the destiny of routine information about their peal traits and conditions.
Question 11 required a handwritten checkmark if itdividual was a for-
eigner. Later, this information was punched inte @orrelating punch card in
columns 29-30 under nationalfty.
For many clerks and doctors, coding was a new poee Various
editions of Hollerith Nachrichten tutored readers the proper method of
filling out Hollerith-compatible forms. In one issut reminded form proces-
sots to code Special Characteristics in the sewasklmns field 12. Anti-
social was to be coded 1 in one column. In a secowldmn, diseases
such as blindness were coded 1. Mental diseas&@waspples were 3. Deaf
people were 5. Parents who had already been sterilwere to be noted
with an "s"; children already sterilized "becaudeaoparent's sickness" were
noted "as®*

Uniform codes were established for occupations.tdracworkers were
coded 19, hotel and guesthouse workers were 23fréhartisans were 26.
Unemployed persons received the code number 28eTbedes were hand-
written into field 8 on the form¥.

Diseases were also coded: influenza was 3, lupus Wyasyphilis was 9,
diabetes was 15; they were entered into fi€lfi 9.

Once coded and punched, all data was then sortethbline.

If agencies lacked the manpower to undertake thgistrations, or the

money to buy the equipment, Dehomag would perférenviork for them.
Insurers, for example, could send quarterly datectly to the Lichterfelde
office for processing. Volume was important. "Sitice work is done by
Dehomag," advertised a company solicitation, thgr@gch was recom-
mended for any insurance company carrying "more #5000 members"
Graphs, organizational charts, and work flow diagggublished by

Dehomag bolstered the modern technological feas ofata processing.

One work flow diagram showed the complex methoavhich handwritten
forms and questionnaires in any agency's masteppeel file were mar-
shaled through a dozen separate sorting, proaf@sgyting, and tabulating
stages until results were finaliz&An individual looking at a plain paper



form filled out by pen or pencil might never compeed the tortuous route
that document would take through the Hollerith pssc

One of the most aggressive locales implementingleti technology
for race science was the city of Hamburg. Doctbesd submitted extensive
forms on all their patients to a Central Health Spast Archive where the
information could be retrieved when needed and a&axgbd with other reg-
istries. Archive officials asked for reciprocal banges with "health and wel-
fare institutions of all kinds, economic welfareugh and education welfare,
court decisions, special foster care, sterilization . and all other sentences
where personality evaluations are considefgd."

Raceology was enabled as never before. Statistidiahn extolled the
fact that "registered persons can be observed reaily, [through] the
cooperation of statistical central offices . . o][®ther statistical population
matters can be settled and regulated.” Zahn prdptsesingle file for [the]
entire population to make possible an ethnic bicligdiagnosis [to] turn
today's theory into tomorrow's practice. Such a fitould serve both prac-
tical considerations as well as science," he argadding, "Clarified pictures
of the volume of genetic diseases within the pdmra... now gives science
a new impetus to conduct research . . . which shpubmote good instead
of bad genetic stock®

Genetic denunciations and routine evaluations wadgudicated by the
Genetic Health Courts based on a combination otdotal evidence and
Hollerith data. The accused included parents guiftyno more than the mis-
fortune of a birth-defected child, innocent newlsoof the statistically sus-
pect, helpless individuals condemned as depresseplsyrhiatric within a
world gone mad, and those who just didn't fit itite new Nazi milied”

In the sterilization program's first year, 1934, renothan 84,600 cases
brought to the Genetic Health Courts resulted in4®2 forced steriliza-
tions. In 1935, 88,100 genetic trials yielded 70,7@ced sterilization&
Eventually, sterilization was viewed as merely ipnedary to more dras-
tic measures for cleansing the Reich. Zahn warnedl statistical journal arti-
cle: "population politics, according to the prineip of racial hygiene, must
promote valuable genetic stock, prevent the fartitif inferior life, and be
aware of genetic degeneration. In other words, nieans superior life selec-
tion on the one hand, and the eradication of geagti unwanted stock on
the other hand. The ethnic biological diagnosisndispensable to carry out
this task.®®



WHEN HERMAN HOLLERITHdesigned his first punch card, he made it the size
of a dollar bill®* For IBM, information was money. The more Germany
calculated, tabulated, sorted, and analyzed, theatgr the demand for
machines. Equally important, once a machine wasebbait required vast
guantities of punch cards. In many cases, a stagl@dation required thousands
of cards. Each card was designed to be used ontg,oand in a single
operation. When Dehomag devised more in-depth gatecessing, the
improvements only bolstered card demand. Hvoany punch cards were
needed? Millions - per weéR.

Punch cards sped through the huffing machines @fTthird Reich like tiny
high-speed mechanized breaths rapidly inhaled addhled one time and
one time only. But Hollerith systems were delicapgecision-engineering
instruments that depended on a precision-enginepteath card manufac-
tured to exacting specifications under ideal coodg. Because electrical
current in the machines sensed the rectangularshaeen a microscopic
imperfection would make the card inoperable andldcdoul up the en-
tire works.

So IBM production specifications were rigorous. @@mus chemical

pulp was milled, treated, and cured to create pstoek containing no

more than 5 percent ash, and devoid of ground weadl fibers, process-

ing chemicals, slime carbon, or other impuritiest tmight conduct electric-

ity and "therefore cause incorrect machine serisRegsidues, even in trace
amounts, would accumulate on gears and other mischgneventually

causing jams and system shutdowns. Electricahtgsti isolate defective
sheets was mandatory. Paper, when cut, had tatieithout curl or wrin-

kle, and feature a hard, smooth finish on eithee #hat yielded a "good

snap or rattle®

Tolerances necessitated laboratory-like mill caodg. Paper thickness:

.0067 inches plus or minus only a microscopic .0085. Width: 3.25 inches
with a variance of plus .007 inches or minus .G@hes. Two basic lengths
were produced: 5.265 inches and 7.375 inches,golasnus only .005 inch

in either case. Edges were to be cut at true @gbtes, corners at perfect

60 degree angles, with a quarter-inch along thatapthree-eighths along

the side, all free from blade creases with the pgen running the length

of the card. Relative humidity of 50 percent aridraperature of 70-75 de-
grees Fahrenheit was required at all times, inolttiansport and storade.
Printing of the customer's name and specific ptajame was to be

legible but not excessively inked and in no circtanses sufficient to dent



the card or nudge it out of its plane, which coolitroscopically alter thick-
ness. Text or numbers had to be printed in prgoisdions to line up with
punching devices and machine gauges. IBM instrostito mills declared,
"These specifications are absolutely necessary"amydvariation "could dis-
tort the result™®

Only IBM could make and sell the unique punch cafaisits machines.
Indeed, punch cards were the precious currencyatd grocessing. Depend-
ing upon the market, IBM derived as much as a tbirdts profit from card
sales. Overseas sales were even more of a prafiercePunch card profits
were enough to justify years of federal anti-trlitsjation designed to break
the company's virtual monopoly on their sale andufecture.”

When Herman Hollerith invented his technology atk tklose of the
previous century, he understood the enduring comialetactic of prolifer-
ating a single universal system of hardware andirerg that he alone pro-
duced the sole compatible soft goods. Hollerith wgist to size his card like
the dollar. IBM's punch card monopoly was nothiegsl than a license to
print money.

In the Third Reich's first years, Germany was catgly dependent
upon IBM NY for its punch cards. Even after thetfmg in Lichterfelde
opened, German manufactured machines were uselghsutvcards im-
ported from the United States. Card presses woughtaally be built in
Germany, but until that time, Dehomag was constastrambling to import
the millions of cards ordered each week by its @usts. To guard against
sudden shortages, Lichterfelde needed a six-mouafgplg—enough to fill
fifty-five railroad cars. Half the stock was storedf-site in leased ware-
houses, and the rest in the facttfy.

So vital was the production of paper products tiatMay 1934 the
Reich Ministry of Economic Affairs sought to regidamills. An Economics
Ministry decree placed an eighteen-month moratorarmestablishing, clos-
ing, or expanding paper mills without the specifiermission of the Reich.
Dehomag hoped to have its card presses in operb&tore the moratorium
expired:*

IBM was making so much profit in Germany, it wasusiag problems.
About $1 million profit was suddenly earned by thied of 1933, this at a
time when nearly all of German industry was beimagtdred due to the inter-
national anti-Nazi boycott. Dehomag had sold anreecgdented 237 percent
of its 1933 quota—outpacing all IBM foreign opeoas combined. Yet Nazi
business precepts denounced large corporate prefifsecially those earned
by foreign corporations. No wonder a nervous IBMitar in Europe con-



ceded to IBM NY, "Dehomag is in an extremely dangsrposition, not only
with respect to taxation, but it may be cited a®r of monopolistic profi-
teer and, where primarily owned by foreigners, dyrbe seriously damaged

by unfriendly publicity.*
For Heidinger, IBM profits were good news. His maral bonus,
expressed as a stock dividend, would total neaftala million Reichsmarks.
He wanted his share. But Watson was not so incliRaich currency regula-
tions sequestered profits into frozen bank accaodistsursable only within
Germany. Heidinger could be paid, but not Watsoarddver, newly en-
acted decrees taxed profit dividends harshly. Ifada couldn't receive his
money, he saw no reason why anyone else shouklt efth the chief stock-
holder, Watson voted that no dividends would bel.ﬁﬁ'ii

Heidinger would not abide Watson first usurping Belag and now
usurping his share of the profits. Dehomag's extliaary growth was an
accomplishment Heidinger had personally sculptediidye of his Nazi con-
nections. He wanted the financial reward he feltléserved. The war for
control of IBM's money in Germany only escalated.
Conflict arose in 1933 as soon as IBM announced rierger of its
existing German subsidiaries, the million-dollarparsion, and new factory
construction. Since Heidinger owned a token sh&rene of the old minor
companies being folded into the new larger Dehonh@gexpected his stock
to be purchased as part of the consolidation. Watsfused, even though
the buyout amounted to only RM 2,000, or about $5b0
On September 25, 1933, IBM's European ManagaitéiJones,

placed the question squarely with Watson persondllgidinger, reported
Jones, "now thinks IBM should take this [RM 2,00€f his hands and asked
that the matter be submitted to you." A New Yorlditar acknowledged on
Watson's behalf that IBM did in fact need Heidirgeshares to effect the
merger. But the auditor added, since "the stockhatmoment is worthless
... [because it has] lost its entire capital thitouty operations ... we do not
think it would be fair for IBM to pay him anythingfor it."'%
Heidinger knew his stock had become worthless dmjy virtue of the
losses engineered by Watson to avoid taxes.
Heidinger fought back. He went direcdy to the Rei@x authorities,
briefed them on IBM's entire complex merger plaasd asked for a formal
ruling on the company's tax avoidance strategyHdidinger couldn't get his
$500, it would be cosdy for the parent company.cklyj IBM learned it was
very expensive to fight the feisty Heidingét.

Tax officials proposed an assessment as high a¥ eilion dollars.



Protracted negotiations ensued with the tax bogdseams of letters and
cables crisscrossed the Atlantic. Numbers, from férecious to the moder-
ate, bandied between IBM offices. Heidinger haditmred himself to "save
the day" by negotiating the taxes down to a quantetheir proposed assess-
ment. New York began to comprehend the process. #@Blitor Connolly at
one point understated the predicament: "I should ® surprised if he
[Heidinger] set up scares [with government offisjadnd talked them off for
the sound of it*®’

Financial battling between Berlin and New York sedmendless. Hei-
dinger continuously tried to extract bits of comga&tion and sometimes
trivial sums of expense money. IBM would block hilmough its controllers,
managers, and attorneys. Heidinger would then iattalby aggressively
"consulting” Reich bureaucrats, which invariabhd o added costs. Con-
nolly openly asked in one letter if Dehomag couldtjpursue its corporate
business without Heidinger "running to the Germawvegnment every time
for approval.*®

One conflict came to a head at the June 10, 193dhoiag board
meeting. Heidinger wanted IBM NY to pay his dividetaxes resulting from
the merger. He also resented the highly detailednfiial reports required
each month by IBM auditors. Watson refused to pajididger's dividend
taxes and his auditors would not relent on theicramanaging oversight. At
the board meeting, Heidinger angrily threatened thhis view did not pre-
vail, than Dehomag was no longer an independenm@&ercompany, but a
foreign-dominated firm. As such, he would notifyttaarities in Berlin. Deho-
mag would then be assessed an extra quarter-millioapecial taxes and
"prohibited from using . . . the word Deutsche"iti;d name, since that term
was reserved for Aryan businesses. Without the vigdtsche in Dehomag,
he warned, government and commercial contracts dvbel lost. Minutes of
the June 10 exchange were omitted from the mestimgitten record.
Details, however, were summarized in a separatsr ket New York'®

Ironically, when it came time to making capital @stments, Heidinger
took a completely opposite approach. In a memongsk8M NY to under-
take an expensive expansion of facilities, Heidingsserted, "The manage-
ment can merely submit proposals; the decision casvtiether something
should be done about it, is the responsibilityhef owners }*°

Ultimately, IBM and Heidinger forged one batde-sedr compromise
after another, howsoever transient. But no mattev imsolent or disruptive
Heidinger became, Watson refused to disengage fP@iomag's lucrative
partnership with Nazi Germany. In fact, Watson determined to deploy as



many lawyers, accountants, and managers as negcessand personally visit
Berlin as often as required—to make sure IBMenesd all the profit—

frozen or not. The fight with Dehomag would conBrdnot to reign in its
technologic alliance with the Third Reich, but exthto ensure that the
profits continued and remained unshared.

WATSON KNEW he needed to stay close to developments in Gernrany.

1934, he visited twice. The first was a brief stajate June to oversee

the final merger of four IBM subsidiaries into thew larger Dehomag, a
transaction long delayed by negotiations with theguthorities. In addi-

tion, a new management and stock participationraontvas needed for
Heidinger. Watson wanted to be on hand if anyhaistdte disputes arose

with Heidinger'**

When Watson visited Berlin that June, the Reiabrsed sterilization

program was just ramping up. Everywhere, Jewiskemig/as evident. Nazi
Brown Shirts noisily blocked the doorways of Jewistned shops. Unem-
ployed Jews were moving out of their homes. Sigrdating Jews "not
wanted" were prominently posted outside storescaifies. But Watson did

not focus on the Nazi war against the Jews and othreAryans. He was
concerned with IBM's market victories in Germanyg &ms war against any
potential competition. IBM's only possible rival siBowers.

Dehomag didn't own the entire German market forcpwards—only

95 percent of it. Since the first days of Hermarlétith's census contracts at
the start of the twentieth century, IBM and itsg@eessor companies had
been dog-fighting the Powers Accounting Machine Gany in the United
States and indeed anywhere in the world Powerd tinielo business.

James Powers was a Russian immigrant to America kdw helped the
U.S. Census Bureau break free of Hollerith's mohopo 1905 by develop-
ing a similar card sorter. As such, Powers andHb#erith companies con-
stantly jousted and litigated on patent rights. 11914, while Watson's
criminial conviction for anti-trust was in appealfinancially battered Powers,
anxious to avoid further confrontations, simply egkWatson's CTR to
license its punch card technology. Without thaerdige, Powers declared it
would go out of business. Under the specter of riddeharges, Watson
ostentatiously agreed to license his competitorvd?s, but at an exorbitant
25 percent royalty. This would ensure that Poweoslld survive as a minis-
cule player in the punch card field, thus obviatiiegleral charges of total
monopoly. But the 25 percent royalty also meant Bwavers' machines were



more expensive for customers and therefore profguasgs competitive.
Besides, IBM would receive a good share of all @ers' revenues'?

After the government dropped its anti-trust caseiresy Watson, he was
less inclined to let Powers survive. Recalling @it¢afrom his NCR days, Wat-
son litigated against Powers extensively for vasidmrms of patent infringe-
ment, raided its key managers in America and abread systematically
pressured clients to switch to Hollerith systémis.

In Germany, Powers did enjoy some minor instalietiodating back to
the 1920s primarily because it sold rather tharsddaits machines and had
developed some highly specialized models. What'semeome machines,
even though old, were simply still functioning. Senvas too many for Wat-
son. Dehomag continued the IBM legacy of litigatibp suing Powers in
Germany. But this time, it was not for patent imfgment. It was for not
being sufficiendy Aryan.

In the highly charged Nazi business environmenter@hcertain words
possessed special meaning, Powers was one of nmany that rushed to
declare themselves "under German management." Buteality, charged
Heidinger in the court complaint, two Americans genanaging the Powers
firm. Even after the Powers board of directors edists two American man-
agers, Heidinger claimed that the foreigners wesaetheless secredy con-
trolling the company. All this, he argued, was desd by Powers "to
facilitate marketing for its products" within thehifd Reich, thereby compet-
ing unfairly with Dehomag through false advertisimdghomag, on the other
hand, was pure German and free from foreign inflteenthe complaint
attested™

In late April 1934, the court agreed and permanemayoined Powers
from representing that it was "German." Punishnientinfractions, the court
ruled, would be an unlimited fine or imprisonmemt to six months for each
infraction*®

Watson had specifically authorized the Powers smitl been kept up to
date on its developments. What's more, Watson watteidentify Powers'
clients and convert them to IBM equipment. Dehonsadesmen kept de-
tailed intelligence on all Powers customers. Upequest of the New York
office, Lichterfelde was able to produce a listesfery Powers customer, in
perfect columnar fashion, listing the year the rdlipurchased Powers equip-
ment, which units were rented or purchased, thehinas application, and
which Dehomag sales office was nearby. That list vegurgitated alphabeti-
cally, chronologically, and geographicatfy.

The uses for a finely tuned Hollerith surveillarsgstem were unlim-



ited. Germany never lost sight of its most impottobjective: the war
against the Jewish people and other undesirablesthat war, Germany
would undertake a steep, years-long technologimirlias IBM systems
improved, Nazi registration campaigns multipliedd ahe net tightened. The
Third Reich was just beginning to apply Dehomagitsohs.

By the end of 1934, medical, welfare, and insuranftiees were joined

in their punch card registrations by nursing hoanes sanitariums as well as
an ever-increasing number of German healthcardifiwaers. A Registry of
anti-social persons was launched. Heinrich Himntiegd of the SS, inaugu-
rated the SS Statistical Yearbook. And "continwgdgcation" courses in racial
hygiene conducted by noted statisticians becamelyvativertised®’

In addition, preparations were finalizing for dioaal Work Book.

Employers were to fill out a booklet for each enygle and then submit it to
the appropriate Labor Office. Eventually, 354 suabor Offices would be
opened across Germany. While the Work Book wastigvemeans of identi-
fying and regimenting every worker in the Third &eia data field near the
top right asked whether, under the current Nazifiefinitions, the worker

was a "foreigner or stateless." Work Books, talealdty punch card, would
become the basis for ever-increasing populationtisgr Jews, of course,

were not permitted to work. When they were disceslethey were termi-
nated. He who did not work would starve. Eventyallithout a Work Book,
Jews could not obtain ration cards to purchase.ffod

Ultimately, card by card, sort by sort, those ofy alewish blood would
be weeded out from every corner of German societyatter how they

tried to hide.

In 1934, statistician Karl Keller expostulated pgapular expectation

that gealogical tracing technology would eventudlscover all the Jews.
Writing in Allgemeines Statistisches Archiv, Kellessured, "The determination
of Jewish descent will not be difficult because rhership in the Jewish

faith and membership in the Jewish culture werelynédentical before the
emancipation of the Jews. It is therefore sufficiercheck the change of de-
nominations in church registers and registry offifer the last 130 year$'®
Statistical sweeps with the help of Hollerith teclogy were already
canvassing baptism records, birth and death reggstind other church
records, not only to certify Aryanism, but alsadolate Judaism. Dehomag's
customers included such bodies as the Catholi@B8dciety in Munich

and the Church Council in Eisenach. Some churchpgrprocessed infor-
mation on their own equipment, some merely repdited data to other
monitoring agencies. Eventually, the Non-Germam@mify Baptismal Reg-



istry, compiled by evangelical bodies, would Ildtisands of names of Jews
and others who had converted to Christianity duting previous centuri°
Understanding it possessed the technology to sizatian entire nation,
Dehomag proudly advertised its systems with a entenmistakable flair.
The company created two surrealistic promotionadtgrs. One was a giant
punch card hovering over a factory beaming its ydilee searchlights into
every room of every floor. The caption read: "Hotlke illuminates your com-
pany, provides surveillance and helps organize $eBond poster depicted a
giant odious eye floating in the sky projecting ungh card over everything
below. The caption read: "See everything with Hitkepunch cards?*

No one would escape. This was something new for kmdn Never
before had so many people been identified so mgciso silently, so
quickly, and with such far-reaching consequences.

The dawn of the Information Age began at the sune&t human
decency.



5 A NAZI MEDAL FOR WATSON

THOUSANDS OF SWASTIKA FLAGS FLAPPEDTEN-ABREAST
across long marching columns of Sturm Abteilungsgestepping

under a warm Nuremberg sun. Chevroned glockenspiel-

ers and drummers festively tapped martial rhythereehth tas-

seled regimental standards that wagged astrid®Q00ippling

shoulders of National Socialism. Dressed in paiigaryl garb, a le-

gion of stern-eyed conscripted laborers, each hgaiong shovel

slung across their collarbone like a rifle, trampéahg boulevards

bannered with fifty-foot swastika bunting. A throafj56,000 jack-

booted disciples sprawled the Ilength of a vast dfielntil their
image vanished into the distance. September 1%, 1835 Party

Day, a momentous climax to a week of choreograpiNai demon-
strations. It was epit.

Over cobble-stoned streets, paved market squarear-topped
avenues, and embedded trolley tracks, the stagagedmulti-

tudes flowed in testament to Fuhrer worship. Astamgular human
masses passed reviewing points, officials of th®NS and German
government stood at attention and pumped their amtff, palms
outstretched. Everywhere the rallying call trumdet&ieg." Every-

where the crowd answered: "Heil!Sieg... Heil!Siegeil!"?

Nuremberg was kinetic with cordons of artillery amdde-

fense guns, light tanks, and horse cavalry brigadabering



beside armies of uniformed men. Warplanes roaremvealin acrobatic fly-
bys. Then they theatrically bombed and burned anshdlage constructed
on a field. Hundreds of miles away, German U-bcatddenly emerged from
beneath the waves to conduct naval maneuvers caobedi with the other
land-air shows of military mighit.

The Third Reich was at war—even if the invasiongl et yet begun.
Those would come. For now, Germany wanted the wiarlkhow that it was
ready for territorial defense and conquest. The ldvaunderstood and
recoiled. All of Germany's illicit rearmament was flagrant violation of the
Treaty of Versailles, which after the Great War raudeed a demilitarized
German republic. Front-page headlines and worrigdomhatic dispatches
openly wondered when a hot new conflict would erdpternational anti-
Nazi agitation—boycotts and energetic protest gatge—demanded civi-
lized nations break Germany's economic back tordete from aggression
and Jewish persecution.

But even if Germany's territorial war had not yeegbn, its battle
against Jewish existence was raging. So despitemiliary marching and
ostentatious weaponry, this day, September 15, ,18@8kid be dominated
not by border threats, but by Nazism's anti-Serfiiéinzy.

Since 1933, the Reich had legislated Jewish diStotafrom virtually
every facet of German professional, commercial, social life. Many Jews
were so thoroughly excluded by Aryan mandates, tiene reduced to buying
and selling mainly to each other just to survivauperization of German Jewry
was a real threat and malnutrition of Jewish chitdwas already attracting the
attention of international aid agencies. Yet maews] still clung to their rela-
tive anonymity. In businesses owned or controllgdJews, or where their
participation was essential, Jews felt they coubdtioue unidentified, un-
noticed, unmolestetilf they could just stand in, they would not stand.

Nazi theorists continued to bicker over what amoahtJudaic parentage
constituted an excludable Jew, and how far to tfsloedline. Determining
Aryan pedigree was complicated by endless demogragtd geographic vari-
ables that simply slipped through the punch ca@gey replies to question-
naires from individuals or companies nervous alitbair answers, as well as
changing residential and business addresses, um#glnthe process. More-
over, suspect citizens rushed to baptismal fonts @murch pews to assume
new or more pronounced Christian personas. In cpesee, tens of thou-
sands of racial purity examinations had been coedsince 1933.

Laxity and ambiguity helped. About a third of Genya nearly 450,000
remaining registered Jews dwelled in Germany'slsmeities and towns



where in many instances they continued to existalested. Many local and
national government agencies often found it eaiecontinue trading with
reliable Jewish firms than locate an untested radtidre. Hausfraus managing
a tight budget commonly sneaked away to Jewishlgetaseeking discounts
after their dogmatic husbands went off to work.

Doctrinaire Nazis fought back. Night classes fongewives instructed

women how and why to avoid Jewish shops. A coledrthat husbands

were not legally bound to pay for purchases thaiesymade at Jewish

stores. The mayor of Baden was fired when his dgsalivith Jews were dis-
covered. Jew-baiters such as Julius Streicherghdalirabid, pornographic
newspaper accounts of ritual murder and rampaniaé@erversion by Jews,
and then cajoled and humiliated all loyal Germams boycotting Jewish
enterprises. Brown Shirts blocked the doors of Sbwstablishments and
graffittied their exteriors. But too many Germaima@y would not or could

not comply with the complex confusing stricturesitad buy from Jews. Most
importantly, too many simply did not know wherethé Jews weré.

In the absence of an explicit law defining exaegthyo in Germany was a

Jew, Nazi persecution was far from hermetic. Fargesuch a definition

would have been a cloudy exercise. Even if Naziddcagree on such an
exegesis, no one could back up the definition withd data. Since the

advent of the Third Reich, thousands of Jews nestyassumed they could
hide from the Aryan clause.

But Jews could not hide from millions of punchdsathudding

through Hollerith machines, comparing names acgeserations, address
changes across regions, family trees and persatebdross unending reg-
istries. It did not matter that the required forongjuestionnaires were filled

in by leaking pens and barely sharpened pencilg,tbat they were later
tabulated and sorted by IBM's precision technology.

Even as Hitler's fanatic followers thunder-marchdékdrough Nurem-
berg, Hollerith machines in Berlin were dispasstiehaclicking and rattling
through stacks of punch cards slapping into hopper&entify the enemy
for the next drastic measures.

Throughout 1935, race specialists, bolstered by uladipn computa-
tions and endless tabular printouts, profferedrthaivorite definitions of
Jewishness. Some theorems were so sweeping asltddéneven the faintest
Jewish ancestry. But most tried to create pseuoHsiic castes limited in
scope. These latter efforts would encompass nog @l Jews who pro-
fessed the religion or possessed four Jewish geardfs, but also the so-
called three-quarter, half, and one-quarter Jevissser Jewish lineade.



Adolf Hitler was personally aware of preliminary lieidh findings that
while only about a half milion Germans registeg=l Jews in the census, the
veins of many more coursed with traces of Jewisiodhl About a million
more? He wanted something done about the continuing shevgresence.
The Jews Hitler feared most were the ones not appaDer Fuhrer had
been working on the long-awaited racial definitifmm some weeks, but the
enforceable formulae and calculations were stilbirclusive™°

On September 10, 1935, he flew from Berlin to Nuverg to open
the Party Day celebrations. Church bells soundet! flowers were thrown
adoringly as his automobile wended through theesdrgpaced by newsreel
cars. But belying the flourish was a Hitler impatieto intensify Jewish
obliteration™*

Suddenly, on September 13, 1935, Hitler demandet # decree be
hammered out—now—uwithin forty-eight hours, in tinier his appearance
before the Reichstag as the culmination of Party Estivities. Top racial
experts of the Interior Ministry flew in for the agnment. Working with
drafts shuttled between Hitler's abode and polieadquarters, twin decrees
of disenfranchisement were finally patched togetfitie Law for the Protec-
tion of German Blood and a companion decree edtitie Reich Citizenship
Law deprived Jews of their German citizenship amiv nused the term
explicitty—Jew, not non-Aryan. Moreover, Jews w@mscribed from marry-
ing or having sexual relations with any Aryan. Jdwiemployers could not
even hire an Aryan woman under the age of 45—aasmon to Streicher's
hysteria regarding sexual perversion. The laws @a@gply not only to full
Jews, but also to half and quarter Jews as wdllaaiording to complex
racial mathematic¥.

Despite the decree language, the precise arithmaticJewish ancestry
had still not been finalized. How could one diffetiate a quarter Jew from a
so-called Mischling, or person of some mixed Aryand Jewish blood?
Indeed, it would be months of drafting and redrgftbefore those fractions
were finally settled®

Laborious and protracted paper searches of indwidgenealogical
records were possible. But each case could takeéhmai intensive research.
That wasn't fast enough for the Nazis. Hitler wentiee Jews identified en
masse. Once drafted, the Nuremberg regulations dvdaé¢ completely
dependent upon Hollerith technology for the fasholg@sale tracing of Jew-
ish family trees that the Reich demanded. Holleststems offered the
Reich the speed and scope that only an automattdnsycould to identify
not only half and quarter Jews, but even eighthsixtéenth Jew¥'



With the denouement of September 15 approachingim&e/'s own
sense of Jewish numbers was changing dynamicaflySécurity Police Chief
Heydrich had concluded, "it has become apparertt @ahgreat number of
Jews in Germany have become baptized in the Evaabednd Catholic
faiths with the idea that once they changed thesidence, they would no
longer appear as Jews in the registrfés."

Earlier in 1935, the Party's Race Political Offizd estimated the total
number of "race Jews." Thanks to Dehomag's peaplating methods, the
Nazis believed that the 1933 census, which recoadalf million observant
Jews, was now obsolete. Moreover, Nazis were coaditthat the often-
guoted total of some 600,000 Jews, which was clkos&ermany's 1925
census, was a mere irrelevance. In mid-June 193%.donardo Conti, a key
Interior Ministry raceologist, declared 600,000resnted just the "practic-
ing Jews." The true number of racial Jews in thiglRdne insisted, exceeded
1.5 million. Conti, who would soon become the Mini's State Secretary for
Health overseeing most race questions, was a leistast to the officials
rishing to compose the Nuremberg Jewish laws faet’

Working in bureaucratic anterooms and elegantsjiliae race scientists

tore up version after version until their paper@ypan out. So they finished
writing on menus. Finally, at 2:3QM. on September 15, armed with the
most up-to-date statistical information, the desneere cobbled into pre-
sentable fornl! The scene was set for Hitler's announcement tlesireg.

At 9 P.M., September 15, a grandiose if improviseli decorated with
streamers and ceiling fabrics was convened asch&ag for 600 deputies.
They gathered for the sole purpose of ratifyingl#ves their Fuhrer would
declare. Hitler outwardly appeared as his usualistmatic self, carefully

stirred in riding pants tucked into polished jadets, a red swastika arm-
band round his left elbow, and a tie neatly butiader a fully buttoned
soldier's jacket. His hair, austerely slicked tce agide, bannered above his
unmistakable narrow mustache to create Nazism'deemaltic face. But to at
least some observing him, der Fuhrer seemed tiosd the long debate over
Jewish definition. From his seat on the stage, $weraded three steps to a
podium overlooking a massive assembly of the devstieetching dozens of
rows back and more dozens left and right of a greater aisle that was

empty except for the obligatory photographer anéwasreel cameraman.
Behind, a full orchestra and organist sat stiltdjr instruments set down.
Facing him, thousands waited, rapt with anticipatfo

Hitler's speech, revised at the last minute, lastéd twelve minutes.

Even though passionate, and at times fiery, hisevebunded weak. He ram-



bled from point to point. Throughout, der Fuhreetmto a world commu-

nity that was offending German honor and boycottagrman goods. As
usual, he blamed the Reich's one great enemy. "Wt motice here," he
accused, "mostly Jewish elements are at work." iplged into "international
Jewish agitation" and declared, "The time had cdmeconfront Jewish
interests with German national interest."

Referring to the population statistics rendered g raceologists but
rounding off the numbers, der Fuhrer cried outh&iion of 65 million per-
sons has a right to demand that she is not respéess than the arbitrari-
ness of 2 million persons." For the first time, letithad left behind the
well-worn totals of 400,000 to 600,000 German Jeamg now pronounced
the updated Hollerith tabulated numb&rs.

New racial laws, he promised, would immediatelyipstGerman Jews of
their citizenship, even more severely restrict rtlagtivities and outlaw their
ability to hoist a German flag. More than once,lédiremonstrated, "the law
is only an attempt at legal regulation. Howeverpudth this not work . . .
should Jewish agitation within and without Germamontinue, we will then
examine the situation agaifi."

Gesturing fanatically, he concluded with this wami The new law "is
an attempt at the legal regulation of a problemjctyhif it fails, must be
turned over to the Nazi Party for final solutidA."

The pleasant Nuremberg night and reverberating Stsgls suddenly
turned to rain. Hitler's well-photographed smile swaow nowhere to be
seen, not even as the crowd cheered him all thefway the Reichstag hall
to his hotef?

Everywhere, the new formulaic approach to Jewishrsqmition
exploded into worrisome headlines. Under a pagel@mmer story, the New
York Times lead was typical: "National Socialist r@any definitely flung
down the gaundet before the feet of Western libeghion tonight . . .
[and] decreed a series of laws that put Jews betlomdegal and social pale
of the German nation." The paper went on to detadl legal import of the
ancestral fraction¥. The news was everywhere and inescapable.

The League of Nations' High Commissioner for Re@syeComing from
Germany issued all member governments a long, lddtaiand scathing
report of the Reich's determination to persecutgsJen an unprecedented
basis, all based on tabulating the percentagefedf aincestry. The report's
opening page sounded a special alarm: "Even moiaons was the decla-
ration of the German Chancellor: '. . . should, éeer, the attempt at legal



regulation fail, then the problem must be turnedrao the National Socialist
Party for final solution.'®
Ironically, while all understood the evil anti-Jeshli process underway,
virtually none comprehended the technology that weeking it possible,
The mechanics were less than a mystery, they weaensgarent.
In 1935, while the world shook at a rearmed Germapgeding toward
a war of European conquest and total Jewish deistnjioone man saw not
revulsion, but opportunity—not horror and devastatibut profit and divi-
dends. Thomas Watson and IBM indeed accelerated liheakneck alliance
with Nazism. Now Thomas Watson, through and becatifgM, would

become the commercial syndic of Germany, commétedever before to
global advocacy for the Third Reich, helping hignost to counteract
Hitler's enemies and further der Fuhrer's militggijtical, economic, and
anti-Semitic goals. Even as he continued as asstate of American capital-
ism and a bulwark of international commerce, Watsonld become a hero

in Nazi Germany—both to the common man and to Addler himself.

NAZI GERMANY was IBM's second most important customer aftetti&

Business was good. Hitler needed Holleriths. Reyodatorial control

over all aspects of commerce and social life mawandless reporting and
oversight. What's more, Germany's commercial igmland preparation for
was compelled the National Socialist regime infeeazied campaign of
autarky that necessitated upward spirals of suaveie and bureaucratic med-
dling into the smallest industrial details. Nazamhers wanted every object in
daily life—from trucks to paper clips—coded, inveriéd, and regimented.
But no matter how preoccupied with economic andaanent drives, the
Reich inculcated every program with its maniacaimeto eradicate the Jew-
ish presence.

IBM was guided by one precept: know your custoraaticipate their

needs. Watson stayed close to his customer wittuénet visits to Germany
and continuous daily micro-managed oversight ofihginess.

Everywhere one turned in America or Germany in 1%3bas clear

that identification and exclusion of the Jews waly ¢the beginning. The

next step was confiscation and Aryanization. Duthrgtwo previous years,
most Aryanizations were disorganized. Jews wereetbfrom their business
or profession and then pressured to sell theirpnses to Aryans for a frac-



tion of the value. Thousands of others fled thentguas refugees with their
portable possessions worriedly stuffed into bulgingcases. Homes, vehicles,
and chattels were left behind, often to be seiredatisfaction of trumped-up
juridical penalties or simply taken over as abarmdbproperty’®

Jewish presence in smaller towns now became thet moscarious.
Once identified, Jews were unable to earn a livihgn unable to even pur-
chase food or medical supplies. Local shopkeepest, in line by neighbor-
hood anti-Jewish boycott vigilantes, prominenthgpdayed signs forbidding
Jews to shop within. Pointed threats and a latdatnigsit from hooligans
usually sealed the family's departure decision.imgui935, dozens of locali-
ties were able to post signs on their outskirtsladery that they were Jew-
free and/or Jews were no longer permitted to pweHands or even enter
the town limits. As Jews were methodically drivenlédge with friends and
family in larger cities, they left behind their reastate and often much of
their goods. Now the body of unattended Jewishgntgpvas growing’

When a town became Jew-free, it became a publiceeent. In Ger-
many, the town administration or local Nazi growpsuld eagerly advertise
the accomplishment. Foreign newspaper and radi@dessts chronicling
Nazi oppression frequently reported the developnasnivell. Typical was an
article in the New York Times, May 28, 1935, heaédd "All Jews Quit Hers-
bruck." The article reported, "A swastika flag Hasen hoisted over a house
in Hersbruck, near Nuremberg, which has been thmeehof the last remain-
ing Jewish resident in the distriét"

But Watson didn't need to read about Aryanization newspapers. He
discovered it personally. In July 1935, Watsontei$iBerlin. That July, Nazi
thugs ran wild in the streets of Berlin smashing thindows of fashionable
Jewish stores. One of those department stores wasdoby the Wertheims,
family friends of the Watsons. The Watson familgrieed that to protect the
store, Mr. Wertheim first transferred the propexyhis Aryan wife, but then
ultimately decided to sell "for next to nothing"damscape to Sweden. On
another visit to Berlin, the Watsons and other IBkecutives were invited to
an elegant reception at the Japanese embassy. Wibgang tea in the gar-
den, a German diplomat boasted that the exquigsiteehformerly belonged
to a Jew who fled the country. Such new ownersHigreatly discounted
homes was now common in Berfih.

By late 1935, however, the Nazis envisioned a meystematic and
state-controlled process to expropriating Jewisbperty. Just after the en-
actment of the Nuremberg Laws, the Nazis begartifipgplans for a clear-
inghouse to gobble up all Jewish holdings for tapite. This plan was no



secret. | was widely promoted in Germany throughRlarty's Economic
Information Agency. And the news traveled abroadNéw York Times article
on September 24, 1935, was headlined "Nazis Pl&uydOut All Jewish
Firms; Stress Bargains Resulting from the Boycdthé article reported,
"The plan calls for the purchase of Jewish firmsalpentral corporation, and
their distribution among ambitious Aryan businessnieis suggested that
such businesses can be obtained cheaply.. . . @khieokgan responsible for
this ' solution of the Jewish problem' makes staytjuesses as to what the
prices would be. It says, 'some fairly large JeMiiishs can be purchased for
40,000 marks' Evidendy . . . the Jews can be irdltaéeel a very pressing
desire to sell." The newspaper noted that unddr sonditions, Jews might
then be faced either with the prospect of "emigratir semi-starvatior™

As part of the drive to liquidate Jewish assetgidlbegan visiting Jew-

ish homes and invalidating their passports. NowsJewuld not even become
refugees without paying a confiscatory flight t&x26 percent of their hold-
ings in Germany" Identifying Jewish possessions was the next step.
Banks, financial institutions, and pension fundsexmong Dehomag's
most important clients. Indeed, Dehomag maintaaredntire department
for the banking industry. IBM designed highly sgdicied tabulating equip-
ment for banks, including the BK and BKZ modelsjatihwere capable of
producing customer statements and recording spemdfinsactions. On Au-
gust 12, 1935, savings banks were suddenly reqtorptbvide the Reichs-
bank with detailed information about all their dsjpors. Some banks used
the Hollerith process by coding accounts into o professional cate-
gories Dehomag had established. Hollerith Nacheitipublished a notice for
those institutions that did not yet own sorting hiaes, advertising that
Dehomag could do the sorting in-house for a fee. ddmpany bragged that
it possessed the ability to cross-reference acamumbers on bank deposits
with census data, including grouping by professioimdustry®?

Dehomag's financial documentation capabilitiesesbarhen it unveiled

a powerful new model dubbed the D-11, which coutitpss numerous
account developments, compute interest, and heldeedetailed customer
records. Within months, the new D-11 would allogtispeed data manage-
ment of bank accounts at dazzling led&ls.

At the same time, the human identification progesdiferated. Local

and regional statistical offices registered newhkion Hollerith cards, care-
fully noting the religion of both parents. Marriageere also registered on
punch cards, again noting the religion of bothnerd. These cards were
then forwarded to regional Dehomag service buresud) as the one in



Saarbrucken at Adolf Hitlerstrasse 80. More thalf tiee local regional sta-
tistical offices operated card punchers, but cootit purchase their own
sorters because of the backlog and expense of #Hwhines. So Dehomag
conducted the sorts on its own premises, just akditfor so many tabula-
tions. Once Dehomag completed its work, the data semt on to the Reich
Statistical Office where it was combined with a fte@nce of other data
streams!

Personal information about Jewish people in Germamgs always
changing—precisely because of the innumerable disions Jews suffered.
For this reason, starting in 1935, the authoritieguired Jewish communal
leaders to report their members by age and genddomger annually, but
quarterly®® Such data was just one more trickle comprisingriter of cross-
indexed information Hitlerites processed to isothge Jewish nemesis.
Eventually, the Hitler regime felt statistically ady to espouse regula-
tions defining just what constituted a Jewish besin

A firm was labeled "Jewish" if the owner or a partnwas Jewish, if
even a single Jew were in management or on thedbofdirectors. If a
guarter of its shares or votes were held by Jewsjnder Jewish influence
through nominees or agents, the company was claksei$h; this regulation
made it increasingly difficult and dangerous to knasvnership. A company
could be owned and operated by undisputed Aryaus,ifbit maintained a
branch managed by a Jew, that branch would berdeclewisH®

Naturally, it would be impossible to certify a coamy as being Jewish
unless denouncers knew the identities of all bgsingrincipals and were
profoundly certain which of those individuals gfieli as Jewish under the
Nuremberg Laws. But fewer Jews could hide from tragnet IBM had
helped the Reich construct. This forced companieguickly identify and
terminate, even if reluctandy, any of its Jewishnagement, and even its
own Jewish ownership.

Once a company was deemed to be Jewish, as defingdr the special
regulations, its inventory and assets would ultelyabe registered. Hollerith
systems that could inventory people could inventorgrchandise as well.
Among Dehomag's most important customers were tader Statistics Office
in Hamburg, the Reichspost, and various nationa ktal taxing offices.
Decrees of the Reich Economics Ministry's KommidsarPrice Control, be-
ginning in 1936, required uniform reporting proceztuiby key industries. In
most cases, the installation of IBM machinery waandatory in order to
comply. Government statisticians and Dehomag hackldped coding sys-
tems for virtually all raw materials and finishealogls. Eventually, the coding



system would make it possible for the Nazis to o its seizures with
stunning specificity’

None of Germany's statistical programs came edspf #hem required
on-going technical innovation. Every project reqdispecific customized
applications with Dehomag engineers carefully degia column and corre-
sponding hole to carry the intended informationmibuy cards were first
carefully mocked-up in pen and pencil to make sllireategories and their
placement were acceptable to both Dehomag anaploeting agency. No
information could be input unless it conformed tehdmag specifications.
Therefore, the Reich tailored its data collectiomiatch Hollerith require-
ments. Moreover, there was only one source to piseethe cards: Dehomag.
The company sold them, generally in lots of 10,@8t&n preprinted with
project names. Of course, once Dehomag approvetmats, it trained the
reporting agency's personnel to execute the Wdbehomag was Germany's
data maestro.

During the frenetic rush to expand business wighNlzis and auto-

mate more and more Reich projects, never once wasdof restraint

uttered by Watson about Dehomag's indispensahiates in support of
Jewish persecution. No brakes. No cautions. Indeeglotest Germany's
crusade against Jewish existence would be notbsgthan criticizing the
company's number two customer. Despite the innumtee@pportunities to
disengage or decline to escalate involvement imédreagainst the Jews,

IBM never backed away. In fact, the opposite oceur

Watson became intensely proud of the German suabgisli accom-
plishments. In late November 1935, two months afiter Nuremberg Laws
were espoused, and just days after more headlireee wade when the
Reich issued highly detailed genealogical dictanigg just who was Jewish
under the decree, Watson traveled to Berlin tobcaete Dehomag's twenty-
fifth anniversary. A lavish company banquet wasesicied for November 27
at the exclusive Hotel Adlon. More than 150 invdas were distributed.
IBM offices in New York, Switzerland, Italy, Francend Norway were repre-
sented by their top executives. Dignitaries sucitJ& Ambassador to Ger-
many, William E. Dodd, Hitler's press attache, Erktanfstaengl, former
German consul in New York, Otto Kiep, and Reich imoics Minister, Hjal-
mar Schacht were invited. Important industrial ectd were on the list.
Even if some, such as Schacht, could not attendt did>

Sumptuous food was served in the Watson traditia@iadorate dinner

events. The Heidingers, Rottkes, and Watsons #st#r success. But even
as the precious crystal glinted and ornate silvezwgteamed, the utilitarian



machine rooms of Lichterfelde and countless othetia dorocessing offices
throughout Germany continued their own demograptiitter. The machines
never slept.

Not everyone could be as jubilant and splendid lees Watson revelers
at the Hotel Adlon. Unseen and unheard were Jewsering in their
homes, fearing visibility. Goebbels had already near them. "We have
spared the Jews," asserted Goebbels, "but if th@gine they can just stroll
along the [fashionable] Kurfurstendamm as if naghit all had happened
let them take my words as a last warning." In aeotarning, Goebbels
demanded, "Jews must learn to break with their pe$tavior and leave
public places in Germany to the Germans." Theseewet quiet comments
murmured at obscure party meetings but public thresprinted worldwide,
including in the New York Times under headlinestsas "Nazi Warns Jews to
Stay at Home®

Now Watson eagerly launched a program to expandoiab's capabil-
ity. Ten more boxes of machinery had been shippat New York to Ham-
burg in November 1935 on the SS Hansa. Millionadditional punch cards
would be rushed across the ocean untii Dehomagdcpubduce them in
Germany. Branch offices were opened throughoutRéieh, the Lichterfelde
factory was enlarged, and a second factory wadledtaed to manufacture
spare part8

While in Berlin that November 1935, Watson atterdpt® gain techni-
cal information from Dr. Fels, a key Reich Statiati Office expert who had
helped organize the 1933 census. Watson learnédiéspite Fels' expertise,
he had been ousted from his position because he Jeassh. Dehomag
delivered a note to Watson's hotel explaining fhgls was now living as an
unemployed refugee with his family in New York, "Guite a bit of misery."
The note added that IBM in America had declinedgice him a job. But
Watson wanted Fels' expertise. So immediately upisnreturn to America
Watson arranged a meeting. On February 3, 1936, tredfed Watson in his
Manhattan office and they spoke of such wide-ragpgdssues as the German
census and the prospects for similar projects élepav As for employment,
Watson did assure he would ask around and seg ibfathe many organiza-
tions he was associated with might offer Fels &'job

After the Fels briefing, joint exchanges on bothdesi of the Atlantic
between IBM NY and Dehomag sales and technicaf &tafame constant.
These exchanges were highly selective, well thoumltt and very costly
investments in future work. Dozens of Dehomag sad#s engineers, and
managers came to America for training and exchahgepertise. IBM es-



tablished a special sales training school in Engidew York, predomi-
mantly attended by German and other European IBNEaies training was
necessary because despite all the proliferatiguimth card systems, repre-
sentatives encountered continual resistance fromargment officials on just
how the elaborate new technology worked. At Endjcealesmen learned
how to fire the imagination of bureaucrats and @ore them that IBM's
technology could provide solutions for any governtaé requirement—no
matter how unprecedent&d.

Four of IBM NY's brightest engineers and managaltxf Germanic

descent, were eventually transferred from Amectné Berlin operation:
Walter Scharr in 1936, and Otto Haug, Erich Perschkd Oskar Hoermann
in the following years. One Austrian inventor,sBv Tauschek, was so
prized, he demanded—and was granted—an annuahcbgtraranteeing

him six months with IBM in the United States anklsionths in his beloved
Austria. Tauschek generated dozens of valuablezatedeed, anticipating
Dehomag's expansion, IBM NY filed for patents imi@as European coun-
tries to protect the inventions of its German stibsy**

New devices never stopped appearing. Numbered mamghes type

501 multiple punching. Electrical interpreters tyi for analysis. Elec-
trical accounting machine type 400 for zone punghBummary punch type
516 for cumulative information. Dehomag develogsdivn motor-driven
duplicating printing punch type 016 for high-spgedcessing, and calculating
punches type 621 and type 623. Multiplying puncliese able to tally the
sum of two punched holes on a single card, shaorgeswrt time. High-speed
reproducers, alphabetic tabulators, numeric antbdigtic interpreters, hori-
zontal sorters—a parade of metal magicians joinedepertoiré> Many of
these devices were of course dual-purpose. Theyusisely helped build
Germany's general commercial, social, and mililafiyastructure as they
helped a heightening tower of Nazi statistical nfiges.

In Germany, some of the devices, such as the IBMéd¥print Selecting
Sorter, were only usable by Nazi security fores.

Specialized printing presses for punch cards wagedly installed in

1935, allowing Dehomag to print its own punch cahds typical eight-hour
shift, allowing for pauses to change plates anidkeeach press could pro-
duce 65,000 cards. Within two years, IBM would atidifty-nine such
presses in Germany—fifty-two from the only Europgagss source that
could manufacture them, and seven from the Unitate§, including several
high-speed units five times faster than the Europradels’’

In 1936, Dehomag opened its first full-time schimolcustomer train-



ing. Courses for beginning card punchers typicatyuired two weeks of
intensive study. Additional courses were needaddster the more delicate
skills of operating the sorters and tabulators.nEaew device required addi-
tional training. A Development Laboratory, staffég ten engineers, was
opened. Initial projects included high-speed puscla@d automatic paper
feeders for the new D-11. Ironically, despite &l increased factory space,
technical support from America, and extra investinelemand was so high
that Dehomag was still two years behind in fillimig mounting list of
orders® It was a never-ending batde to supply systems. Are Reich
needed them so urgendy.

IBM WAS MAKING a fortune. Since the day Hitler came to power, ¢ben-
pany had been reaping millions from its German atem. How many mil-
lions might never be known because the companyebuiis profits in
bizarre inter-company transactions. But the outwaahifestations of IBM's
growth and prosperity and the "admitted profits"réported were amazing
to a nation struggling to recover from the Depr@ssi

"December 1933 was the largest December in the aoym history,"
Watson boasted to stockholders during one earlyd 192eting. He added
that January 1934 was also the largest Januarlgeircéempany's history and
February 1934 saw conceded profits of $103,000 eloe year before. Wat-
son predicted the trend would continue througho@841 These profits
were declared despite every attempt to weave regernato complicated,
untaxable inter-company shunts. Net income for $9®B8the extent it was
identified given blocked accounts in Germany—wagorted as $5.73 mil-
lion, including income from foreign subsidiaries.oM telling, of $55.4 mil-
lion in assets, $16.2 million was surplus c&sh.

Net income for the first six months of 1934 was 4$3nillion over the
$2.9 million posted in 1933, even after adjusting ¥arious inter-company
charges. Income increased to $5 million for thsetfirine months of the year,
or $7.18 per share over $6.22 per share the prewear. A dividend of 2
percent was declared in addition to the regulartgug dividend>°

Equally impressive to the business press were thmbars for 1935.
Watson began the year by predicting IBM's continuggdurge. "Our trade
abroad is improving," reassured Watson, "as showrthke fact that for the
first ten months of 1934 our exports increased 8% percent over the
corresponding period of 1933. One of the main factoontributing to
industrial recovery may be found in the constamtyeasing cooperation



among political, industrial and financial leadefdlillion-dollar profits con-
tinued to rise in 1935. Shares for the year bibte$9.38

However the funds were classed or categorized, Dabo alone paid
some $4.5 million in dividends to | B M during therlgeHitler years®?

IBM announced it would erect a building at 32nde8trand Fifth

Avenue in Manhattan. Then the company purchasd€iD@1ife insurance
policies for all 6,900 of its employees on the gifce January 1933 or ear-
lier. While dedicating a new addition to the comygarmlant in Endicott just
before Christmas 1934, Watson extravagantly anremlacyYule gift—a 37
percent minimum wage increase for 7,000 workersrt§hthereafter, news-
papers revealed that Watson had become the highiglseéxecutive in Amer-
ica. They dubbed him the "thousand dollar per dayp.fWatson received a
bonus of 5 percent of all IBM profits worldwide o 8is total salary
amounted to $364,432 per year, or nearly as mutteasombined salaries
of the chairmen of Chrysler and General Motors H&haracteristic aplomb,
Watson defended his unprecedented compensafioen IBM bought
another Manhattan building site, this one at 57ith Madisort?

In mid-1935, Congress had passed a new law wittxkraordinary

impact on IBM: the Social Security Act. Congresd havented a bureau-
cracy no one was sure could even be implementexialS®ecurity would
require a central file on nearly 30 million Amenisa* Until this point
Hollerith systems had still not attained the tedbgiz ability to create a sin-
gle central registry. That is why so many repegitborts by statistical agen-
cies were undertaken and updated so frequently.

When the Social Security law was passed, no buajg@bpriation and

no infrastructure were in place because bureauamts convinced that

"the machinery ... to do the job . . . did not &Xiblor did the first Social
Security officials believe that nearly 30 milliom#ericans could be quickly
punched into a first-time-ever system, and thetegpoassigned a number,
and eventually alphabetized. Nor did anyone imathaésuch voluminous
records could be searchable and retrievable basedroe and numbét.
Hollerith machines, as they were understood ta @xidmerica at the

time, could do no more than add, subtract, tabusate tally punch cards.
But Social Security required collation, "the alyilib take two sets of records
and do a [simultaneous] matching to see whethethey were related to
one another," as government technicians descritd i

To the amazement of the bureaucrats, IBM was redde company
was quickly able to unveil a so-called "collatoriat could achieve precisely
what the government had in mind: compare and aefgsence two sets of



records in a single operation. Therefore, it wasneaessary for the govern-
ment to invent its own equipment. IBM would provithe solutior?’
Washington awarded IBM an on-going contract so tsuitiel it per-
manently boosted IBM into a corporate class ofaten. Watson's people
boasted that Social Security was "the biggest auouy operation of all-
time." Actually, it was the second biggest. Thesdreehearsal had already
taken place in Germany in 1933. It will never bexkm whether the collator
was invented in Germany or the United States, oa asllaborative effort of
IBM's cross-Atlantic development programs. But digoafter it appeared in
the United States, the collator also appeared ihoBwg's inventory. Deho-
mag was so impressed with the talented machine stisidiary deployed
dozens of them, and planned to produce or impgB0B0more’®

From the moment Washington anointed IBM with theci8lo Security
contract, the company's income catapulted six-folithin several years.
Social Security and a diverse parade of lucratiostracts from the Depart-
ment of Labor to the War Department created a alglgt federal partnership
with IBM.*® The company became quasi-governmental. Large-seakarch
and development into punch card registration, ifleation, and storage
and retrieval systems were now funded by the Ud&vegment as well as
Nazi Germany. IBM's technology jumped. As a resfltmassive American
taxpayer-funded research, more people-managing hpward capabilities
than ever before would be available to the Hitbgime.

WATSON'S STRUGGLEto retain profit in Nazi Germany was all consuming.
Reich regulations were constantly tightening thieguor business in cash-
starved Germany. Austerity measures required ex@easing domination of
industry. Moreover, Heidinger never paused in hasde to reap his portion
of the Dehomag money. Watson could handle Reiclilaggns. But Hei-
dinger was something else.

Barely a day passed without numerous position Eapeontract drafts,
legal opinions, and explanatory memos wafting betwdBM offices in
Geneva, Paris, Berlin, and New York trying to maintan edge in Watson's
profit war with Heidinger. Every time one fire sesindoused, new flames
erupted.

For example, IBM was faced with a Dehomag profitRi¥1 1.2 million at
the end of 1934. Watson didn't want to pay thedawesither Germany or the
United States. To both take the profit, yet makdisappear, European auditors
in late February 1935 concluded that "the new Dedgpwmaiill simply have to



show a deficit as of December 31, 1934, after payroéthe RM 1.2 million
1934 dividends. The deficit will be made up withihre first few months of
1935." That dividend of course would be classedgadlty,” making it ap-

pear as an expense. However, at about the sarae diran the royalty loop-
hole dried up. IBM accountants reported to IBM thadyalty payment to
New York is no longer possible." Confronted withiteghnical deficit for the
first quarter of 1935 and unable to transfer prdlehomag petitioned the
Berlin authorities for temporary tax relief, clamgi "a hardship®
The problem was that Heidinger earnestly wantecbftghown so
he could qualify for a bonus. Without a formal prehowing, Heidinger's 10
percent bonus would never materialize. Befoeentierger, Heidinger
was accustomed to receiving a monthly bonus of RMJ0. Under the new
arrangement, IBM reaped huge earnings as royaltiether "fees," but
his income suddenly disappeared. Until the prafitsid again be declared,
Heidinger demanded a monthly "loan" of RM 5,000 josmake living
expensed:
Only Watson could authorize it. He did agree, beptkHeidinger on a
short leash. The loans would extend only until Astgli935, at which time
"the whole position will be reviewed agaiff."
Upon learning of his temporary morsel, Heidinger March 3, 1935,
shot off a saccharine thank you to IBM NY Vice Riest Otto Braitmayer.
"It was indeed a great pleasure for me to receiveyour kind letter of Feb-
ruary 21 by which you allow me to receive from ehomag during the
first eight months of this year a monthly advant®mdl 5,000—instead of
dividends which will be declared later on. . .artk you very much for your
kind thinking of me on occasion of my 60th birthday. which brings me
nearly into your class of agé&"
But then an additional Reich regulation hit, thiseocompletely under-
cutting windfall profits. New rules prohibited digiuted profits in the form
of dividends above 8 percent of a company's origingestment. Since
Dehomag's soaring profits were now vasdy in excédd8M's original capi-
talization, the dividend cap applied. As it becaimereasingly difficult for
IBM NY to extract monies from Germany, profits ktiémained undeclared.
It seemed that no matter what was done, Dehomaggirgy business made
money but profit was never declaféd.
An IBM comptroller's analysis conceded that by fidg with losses, "It
is obvious that Mr. Heidinger would draw about 4rqgent of the total divi-
dends which could be declared.” At the same tithe, @&nalysis added, IBM
would only be able to receive 60 percent of whatas expecting?



Finally, Heidinger caught on that IBM losses werlsstjas valuable as
profits. If he couldn't get a bonus on profit—hemd@eded it on the losses.
Ironically, IBM managers were unable to deny thgido "Mr. Heidinger is
justified to a certain extent," conceded one irdememorandum, "in asking
that the losses in the other divisions be takea @unsideration . . . because
... the surplus is reduceff"

IBM agreed to give Heidinger a bonus on losses, btruggled to
phrase the arrangement since German taxing audésoritould never believe
genuine losses could create a bonus. Finally, sosag Heidinger, the com-
pany agreed to declare a phantom dividend firsg, feidinger a 10 percent
bonus on that amount, and then recast those sammbemsi as losses to
avoid tax®’

But what should be done with the blocked funds?Juty 1935, during
a Dehomag board meeting Watson attended in Bdikndirected that "the
money should rather remain invested in the firm doed credited to the
license account [royalties], as direct remittanaes not possible.” Heidinger
was offered extra incentives, such as insurance argenerous pensidh.
The feisty German agreed, but that only postpohednext round of finan-
cial fisticuffs.

Meanwhile, to realize blocked profits, Watson ch&dad money into
tangible assets. He expanded Dehomag's Lichterfield®ry, retrofitted an
old underutilized pre-merger facility in Sindelfeny outside Stuttgart, and
installed additional card printing presses. Theeraeas on to build those
presses and expand factories, because shortly, R#ieh would decree
that German companies could no longer pay for amyorts from America.
The new rules prohibited such imports, by eitheshcar credit. Hence intra-
company accounts could no longer be manipulatectdate losses. Dehomag
could no longer mask as a legitimate expense ita avachinery shipped
from one IBM company address to another. The Germasidiary would
have to become completely self-sufficiéht.

Rottke bragged to the Dehomag board chairman in Newk that he
had beat the new regulations because "I have istpborted as much mer-
chandise as ever possible” from IBM NY before trewvrregulations took
effect/® Stockpiling IBM supplies, machines, spare paréhritating equip-
ment, and punch cards meant that Dehomag receiwdgtiaive manufactur-
ing impetus without the need to remit any moneyN®w York. That only
strengthened Dehomag's balance sheet, and madedtrea powerful compo-
nent of IBM.

But now surplus cash escalated in Germany beyoed Behomag's



needs. Watson needed to invest in German assetsvibuld retain their

value. They could be sold later. Eventually, 1B Mhaissioned its outside
auditors—Price Waterhouse—to join IBM managers akimg investment
recommendations. An extensive written report wasrstied. Stocks of

other German companies were considered too volaiieberlands were
debated, but deemed unlikely to be approved byRreieh as a precious nat-
ural resource. Buying an independent paper fast@aiy rejected since paper
was now highly regulated by the Reich.

"Rental property might be acquired, preferably irerl®,” an IBM
European manager suggested to Watson in a letter.dEcision was Wat-
son's. He chose apartment buildings. These couldrbed over to local

rental agents for leasing, thereby generating ircamm well? Berlin was
filled with some very discounted real estate attitime.

IBM began buying apartment buildings. The propsrtigourchased
were not prime locations, but reliable sourcesearital income. One building
was at Schutzenstrasse 15/17. A second was at kdekgtrasse 25. Attor-
ney Konrad Matzdorf, whose office was near onehef addresses, managed
the sites, and according to one IBM assessmentutaglated a substantial
amount of money for the rentalS."

As IBM plowed its Reichsmarks into hard assetalrégady anticipated a

wider European presence. In 1935, Watson shifted¢dimpany's European
headquarters from Paris to a city with a bettekbanenvironment, Geneva,
Switzerland. A Price Waterhouse report later comdid that while dividends
and profits destined for the United States wereealdblocked in Germany,
"the regulations quoted above do not apply to feaeso Denmark, Bel-

gium, Holland, Switzerland and lItaly, since thesardries have made spe-
cial arrangements with Germany in connection vhntransfer of interest

and dividend payment$®As it happened, IBM maintained operations in
Denmark, Belgium, Holland, Italy, and now Switzada

Although the arrangement to pay Heidinger bonusdssses origi-

nated in 1935, the small print of any agreement trie Dehomag founder
consumed months of wrangling. During that time, IBids astonished to

learn that Heidinger had never quite filed all theny merger papers from
1934, thus preserving some or all of his origir@mporate compensation

rights. More than that, the language in some ohtkeger documents Hei-
dinger drew up was so convoluted, no IBM translatarld understand it. At
the end of 1935, an IBM manager confessed to Nexk,Ythe translation is
still very confusing and actually it is hard tol ®kactly what it means. Also
you will be interested to know that both Mr. Rottked Mr. Zimmerman of



the German company are unable to determine thet exeaning of the Ger-
man original.*®

Pure and simple, Heidinger would not finalize thesrger papers until
his bonus was rectified. The matter had been dngggn since late 1933.
IBM was operating companies that arguably did noiteqlegally exist for
lack of the proper paperwork.

Once and for all, IBM wanted to straighten out @entractual messes
with Heidinger. Both sides, in spring 1936, agréednew bonus language.
Heidinger visited New York in early 1936 to attetite Hundred Percent
Club, the international IBM celebration of thoseeeutives meeting or
exceeding their annual sales quota. Dehomag waayalwhe number one
foreign revenue producer. While Heidinger was inwN¥ork, there was
plenty of face-to-face time for him and Watson torkv out the smallest
details of the final agreement governing the merged bonus. A special
letter was crafted by a Berlin attorney confirmitigat the contract was just
a private undertaking between two stockholders viddbhomag, not with
Watson in his capacity as chairman of IBM. This toared the fiction that
Dehomag was not under foreign influerie.

So little trust remained that each side secured oitsr attorney. IBM
Vice President Braitmayer sent a letter to a Eusopmanager in Geneva, and
in a postscript asserted, "You will understand thaish to avoid any unnec-
essary legal expenses, yet it is essential that iBRrests be fully protected
and that you avoid any such complications as warelved in the 1934 con-
tract drawn by Mr. Heidinger." Braitmayer added,ath depending upon you
to use some tact and judgment in handling thisasdao. And | hope you will
understand that this letter is [only] for the pailusf yourself.”’

Finally, on June 10, 1936, with numerous transfetjomultiple trans-
lated copies, attorneys in abundance, and sigrsatineed everywhere, an
extensive array of eight document sets was executess finalizing the
Dehomag merger of 1933 and securing Heidinger'siges) To further bol-
ster the image of German ownership, IBM ultimatelgranged so-called
"loans" for directors Hermann Rottke and Karl Hurhree they could pur-
chase nominal shares of Dehomag. The loans welataralized by the
shares themselves and neither individual enjoykd tight to sell or transfer
to any third parties" any of their shares. No moohginged hands. In conse-
guence, it appeared to Reich authorities that tliéeemans owned Deho-
mag, even if in fact it was controlled 100 perdeptBM NY.™

As Watson reviewed a passel of final signed, nptaki sealed, and reg-



istered documents, America’s most powerfulsiressman undoubtedly
hoped that the war for profits in Germany was owgidinger might now be
pacified. Watson was wrong.

GERMAN JEWRY did not understand how, but the Reich seemed taibe
knowing as it identified and encircled them, anénttsystematically wrung
the dignity from their lives. Indeed, it was cldar the world that somehow
the Reich always knew the names even if no oneequiiderstood how it
knew the names.

Confiscation and Aryanization escalated throughi®@36, as did physi-

cal brutality. On September 8, 1936, a New York @smeport headlined
"Reich Seizing 25% of Fortune of Jews" reportetie"drder served on

Jews by local tax authorities demands that thepsiepithin eight days
'security' equal to the Reich escape tax . . .foudh their total assets. Jews
on whom the order was served were frank in statiagsudden withdrawal

of 25 percent of their capital meant ruin to thmisiness and nothing was

left except to shut dowr™

On September 17, 1936, a New York Times repondlivezd "Nazi

Penalties Heavier" reported: "The Sturmer, 3uBtreicher's anti-Semitic
weekly, announces that the Reich Justice Minis&tyihstructed public pros-
ecutors to demand more severe punishment for Jeatsghdefilers—Jews
convicted of having had relations with German wonre Sturmer, which
regularly prints a list of Jews sentenced durirgieek throughout Ger-
many, has long complained that German courts aréetoent.'®

The day before, the New York Times was one of maublications

that printed Streicher's explicit remarks to nevpgpeen. The article, sub-
headlined "The Way to Solve Problem Is to Exterrt@righem," reported:

"The Nuremberg high-priest of anti-Semitism . nnaunced that in the last
analysis, extermination is the only real solutioriite Jewish problem. Mr.
Streicher made it clear in his address that heneaigiscussing the question

in regard to Germany alone . . . but of a worldopgmn. He declared there
were some who believed the Jewish question coukblved 'without

blood,' but. . . they were seriously mistakenf a.final solution was to be
reached 'one must go to the bloody path.' Suchumesisvould be justified,

Mr. Streicher declared, 'because the Jews alwégised their ends through
wholesale murder and have been responsible foravatsnassacres. To se-
cure the safety of the whole world, they must bemminated,’ he said™



The world could not help but know the dismal resfilNazism. What

they did not read, they saw. Refugees were evemgvhe

Trains screeched into Paris, Prague, Warsaw, Hsgis¥8eneva, and
Madrid. Ships lowered their gangplanks at BostoewNrork, Mexico City,
London, and Johannesburg. On every arrival, religeere an unmistakable
sight. Emerging as a family group, wearing themefit, towing suitcases
and footlockers filled with clothes and memorielseyt stepped with hard-
summoned pride and irrepressible confusion into dim of displacement.
Many were professors toting books bundled with cd8dme were doctors
and lawyers lugging well-worn briefcases. A numiaere merchants stowing
precious leather ledger books. Not all of them w@esvish. Some didn't
even believe they were Jewish. Many were intelkstwr dissidents of vari-
ous religions. Children were told stories about dsud vacations. Parents
wondered what the night would bring. Not all hadpgrd. Some carried
smuggled gold and jewels to re-establish themselBes most had little to
defray their existence. The machinery of confisrathad sent them out vir-
tually penniless or with their dwindled assets peghin a hostile Reich.

An amalgam of disorganized rescue and relief waglewmay. The
League of Nations, Jewish organizations, Zionidié® church groups, gov-
ernmental committees, labor unions, and ad-hoc cipali agencies strug-
gled to find housing, jobs, and moment-to-momentceu for the refugees.
But all of the several dozen helping drew upon myoaad resources that
fundamentally did not exist at a time when all oas were suffering from
the weight of their own domestic depression. Theldi® brittle ability to as-
sist was cracking. By late 1935, more than 125)08@ escaped Germany. In
Holland, more than 5,000 had arrived. Czechoslavaltso extended asylum
to more than 5,000. Poland absorbed 30,000. Fraack received 30,000
refugees but transferred 20,000 to other countid=arly 37,000 had es-
caped to the United States, Palestine, and Latiariva™

So global was the crisis that the League of Natiappointed James G.
McDonald a special High Commissioner for Germanuigeés. McDonald's
compelling report on the mounting catastrophe, edsas he resigned in
frustration, declared, "Perhaps at no time in sttave conditions been less
favorable to the setdement of such a difficult inéional problem.” The
gates were closing. Zionist leader Chaim Weizmaedlated the world was
divided between places where Jews could not stag, @aces where Jews
could not gd”®

It was against a backdrop of human misery everygvhtitat Watson
proved that he was a special friend of the NazcReéWore than just his



investments in Germany, and his strategic socigigiith German diplomats
and industrialists, Germany felt Watson was anialtyhe Nazi battle for eco-
nomic recovery and conquest. Watson never spokard @f criticism against
his customer Nazi Germany. But more than that, loeked to breach the
gorge of isolation surrounding the Reich. One o main venues was the
International Chamber of Commerce and its U.Sliai#, the United States
Chamber of Commerce.

The American Chamber of Commerce, comprised of tia¢ion's most
powerful magnates and corporate executives, wa®veenful political in-
fluence in America. Its Foreign Department funcidnas the American
Section of the International Chamber of Commercke TCC was a non-
governmental organization created by the LeagueNafions to promote
world trade and study the hard mechanics of treaj@verning such interna-
tional commerce as postal, shipping, currency, imgnkand patent rules.
Watson was elected chairman of the Foreign Depattmehich also
made him the chairman of the American Section efI®C. This, in essence,
made Watson America's official businessman to thedd*

In his new capacity, Watson seized the opportunitypidly organize

the Eighth Biennial Congress of the Internationba@ber of Commerce to

be held in Paris in June 1935. Quickly, he sectlredJ.S. Government's
imprimatur for the event, thus elevating its staiod glitter. To that end,
numerous letters were exchanged with Secretaryadé £ordell Hull and

his subordinates. State Department officers weriéeith to sail on the same
ship with Watson and his ICC co-delegates as asiehentourage. Ameri-

can ambassadors, consuls, and attaches from d&wogse were beckoned

to attend. Hull himself was importuned by Watsondanessage of con-
gratulations for the ICC's related Council meetiaugd referring to "world
peace." Such a greeting from Hull, prominendy dnn program notes and
shown to key contacts, would reinforce the imageWstson as a political
dynamo within the Roosevelt Administratith.

After a flurry of minute revisions, Hull strung tetper a sequence of
inconsequential words that Watson could publisshimv the American gov-
ernment's seeming approval of the Paris eventraatk importandy, of Wat-
son's leadership of it. "l take this means," calbled, "of expressing my
interest in the purpose of the meeting which yolliatiend to discuss ways

in which business organizations can cooperate eftesttively to secure a
more adequate and practical economic approach iio weace. The meet-

ing is timely and | shall be glad to learn its deson your return

In the bright glare of the international media, ¥t assembled the



world's leading corporate leader including thosemfrthe Third Reich, to
discuss the most pressing economic problems ofliflye The topics debated:
avoidance of competitive currency depreciation;farm treatment of for-
eign corporations; payment of international delatsd international protec-
tion of inventions, trademarks, patents, and mdtieBrandiloquent speeches
before the plenary, debates among working groufahoeate communiques
to government leaders, and hastily organized prdispatches spodighted
the official agenda of the Congrée®$s.

But one pressing economic topic was never raisedngluthe eminent
conclaves. The issue was not an abstruse fiscahingion that dwelled in
the unnoticed realms of international economic et was the one finan-
cial crisis that threatened to overwhelm civilizgdvernments throughout
the Western world by the sheer crush of its tragperow and economic
implication. Refugees were never mentioned.

Indeed, the whole issue of the Hitler menace walkesstpped as Wat-
son encouraged all to assume a "business as usosilire with Germany.
Hitler's Reich craved respite from the torrent pfernational criticism bat-
tering its economy. Watson did what he could tgoh@ermany believed that
if it could just export its products and be lefor to pursue its militancy,
the Third Reich would prevail. In the Nazi mindsetienever it could func-
tion routinely in world commerce, it won fleetinglidation for its course.
During the Paris Congress, Watson was elected thet president of
the entire ICC. He was now the undisputed paragbwarld trade. He
would be installed as president at the next ICCdtess scheduled for June
1937. As such, he was proud to announce his pdrsetection for the host
site. The world may have been isolating Germany.Vidstern nations were
suffering the financial burden of Nazi oppressi®efugees flowed to their
cities. Tension arising from Hitler's threats ofasion and exported Fascism
spurred an expensive arms race. But Watson staumeched all to join him
in what he promised would be the biggest and m@stdjose Congress yet.
"We are going ... to Berlin,” he told his Chambelleagues. "We are
free from those particular antagonisms which strpadjtical feelings have
caused so much to break nations agart."

Watson would not criticize Hitler. On the contraryp his coundess
interviews and public speeches, Watson somehowestémmemphasize ideas
the Reich found profoundly supportive. At any othine in history, Wat-
son's words might have been received as visionamsg But in the tenor of
the times, they struck a chord of grateful resoramith the Reich.

Speaking at both IBM and ICC events, Watson retufdeaded for



"an equitablc redistribution of natural resourceafid expressed his
support for a rearmed Germany. He voiced his ofttegl opinions at a time
when the Reich was daily violating the Versaillgsaly by rebuilding its war
machine, and threatening to invade neighboringoregito acquire the very
natural resources it felt it deserv&d.

Watson was explicit at one key conference wherskedICG col-

leagues to press their contacts in governmentsimmé sound understand-

ing in regard to limitation of armaments," and tla@mitted, "we are not
talking about disarmaments.” As usual, he addedpttogress was needed

on one other point, "which is of the greatest gbamance, a fairer distribu-
tion of raw materials." Addressing the cripplingybott facing Germany, Wat-
son repeated his mantra, ""We believe that as aeame can have the proper
flow of trade both ways across the border, thetenat be any need for sol-
diers crossing those boundariés."

Even when spoken to his face, Watson maintainedsaplklisregard

for any criticism of the Hitler regime. At an Ap&B, 1937, ICC banquet in
Washington preparatory to the Berlin Congressgtiest speaker was John
Foster Dulles, former American legal counsel to Tmeaty at Versailles and
one of the nation's foremost international law etgeHis presentation was
entitled "The Fundamental Causes of War." Watsoa m@ happy about the
topic. Before Dulles spoke, Watson even lobbiedld3uto change the title.
Dulles openly quipped that Watson had complainébbbdy wants to hear
about war, let's hear about peace."” To this, Dulkés the members, "l said,
‘Alright, you [Watson] can write the title if | camrite the speech. Before | get
through, | think you may wish that. .. | had writténe title and he had writ-

ten th speech’®

Dulles tore into Germany, saying all the things ¥8athad considered
impermissible. 'Take the case of Germany," saideSuilvith Watson standing
next to him. "Inability to get foreign exchange ¢dio the anti-Nazi boycott]
has blockaded Germany almost as effectively asvsiseblockaded during

the war by fleets and the armies of the Allies.r€he a shortage of food, a
shortage of raw material, and the same sense of lo@icled by hostile

forces. ... It may be that in fact a country hashe facilities, which it

requires to develop within its borders ... It m&ygwssible to prove all that

as a matter of logic. But logic has never cureceatal disease’®

Caustically declaring that the well-worn catchplrasf "peace" ban-
died by Germany and its intellectual allies wasraud, Dulles forcefully
insisted. "A state to remain peaceful, must affasdindividual citizens an
opportunity to work and to enjoy the fruits of thieibor. There must be no



undue repression of the individual . . . where suogpression occurs on a
large scale peace is threatened. The outbreak, Wwhemmes, may be civil
war, but it may equally be international wat."

When Dulles finished his long speech, Watson dedlinto even
acknowledge it had taken place. Departing from ussal toastmaster effu-
siveness, Watson simply introduced the next spedkerAmerican Secretary
of Agriculture. Minutes later, Watson tried to ceenact Dulles' comments by
exhorting his fellow entrepreneurs to support t8€ Igathering in Germany.
"At our meeting in Berlin," urged Watson, "we hofme see as many of you
people as possibly can get over because it is ehAtgimportance to your
country that you be there and assist us in carrginthat meeting®

Watson reviled any detraction of Germany. One #fpicomment to the
Associated Press, reported in the New York Timegdusome of the same
formulations Hitler defenders themselves had saquieady invoked. "Mr.
Watson scoffed at the possibility of another wowler," said the Times.
"World peace,’ he [Watson] declared, ‘will reswlhen the nations of the
world concentrate on their own problems and seir tinelividual houses in
order."®

When challenged, Watson would insist, "I'm an opith Those among
friends and family who knew him best later triedexcuse his behavior as
"naive.”’ But there was none shrewder than Watson. He eaémll his
words like a carpenter: measure twice, cut once.

Watson confessed his feelings shortly thereafteraimraft letter to none
other than Reich Economics Minister Schacht. "lendw®it a deep personal
concern over Germany's fate,” Watson wrote, "amgtaaving attachment to
the many Germans with whom | gained contact at hame& abroad. Thi9
attitude has caused me to give public utteranceyoimpressions and con-
victions in favor of Germany at a time when puldiginion in my country
and elsewhere was predominantly unfavorafile."

Moreover, Watson knew war was imminent. So did khgjer. In Octo-
ber 1936, long before the intellectual showdowrhvitulles, Heidinger sent
a memo to IBM NY detailing plans to build bomb sbed for Dehomag in
case war broke out. "The authorities have apprahae” reported Hei-
dinger, "with demands that sufficient care should thken to protect our
plant and operations against air attack. In viewhef fact that we are located
close to a railway station, such demands seemfiggbti.. in the interest of
the safety of the lives of the workers and empleyeewe believe we should
recommend immediately the setting up of air raiéltens. . . . Something
must surely be done immediatefy."



With metric specificity, Dehomag's memo called favo massive bomb
shelters, each large enough for 950 people or a nfavachinery, as well as
an underground tunnel linking factory buildingstla¢ Lichterfelde complex.
The bomb shelters were later approved by WatSofhus IBM assured that
Hitler's punch card capability would be protecteahf Allied strikes, even if
those included American bombers.

Thomas Watson was more than just a businessmamdedixes to the

Third Reich. For his Promethean gift of punch dahnology that enabled

the Reich to achieve undreamed of efficiencies boits rearmament
program and its war against the Jews, for his etfiesjoin the chorus of
strident anti-Nazi boycotters and isolators anteimd open a commercial
corridor the Reich could still navigate, for hidlimigness to bring the

world's commercial summit to Berlin, for his valag a Roosevelt crony, for
his glitter and legend, Hitler would bestow uponoiitas Watson a medal—
the highest it could confer on any non-German.
The Merit Cross of the German Eagle with Star wesated for Thomas
Watson to "honor foreign nationals who made theweseldeserving of the
German Reich." It ranked second in prestige onhHitker's German Grand
Watson was honored. At the next ICC Congress, heldvoot only be
installed as president of the ICC, he would be dded by der Fuhrer. Work-
ing with Goebbels as stage manager, Watson woule rttee 1937 ICC con-
ference in Berlin a commercial homage to GermanileHin turn would
make that event a national homage to Thomas Watson.

THE GREAT 24,000-ton oceanliner Manhattan brought ninety-fiweerican
executives and their families to Hamburg on Junel237, where they re-
freshed and boarded trains for Berlin to attend@@ gathering. As usual,
Watson made arrangements for the State Departiteeatnbassadors, con-
suls and other envoys to sail with the group oentlise become abun-
dantly visible. In Berlin, the Americans would jaimore than 2,500 delegates
and others from forty-two other countries marshdedVatson to make a
strong showing. The group included 900 from Germaimeg suites of the
Hotel Adlon, Bristol, and Continental were waitiriche Adlon doubled as
Watson's nerve center for the Congress. Scenis teere arranged for the
after hours™

Watson had already declared that after the Bedthaging he would

travel to Italy for a private meeting with Mussaland that the next ICC



conference scheduled for 1939 would be held in ©okgermany's Pacific
ally. IBM bad been cultivating a thriving busineiss Japan, helping that
nation develop its air force and aircraft carrigrs.

Greetings to the Berlin Congress were not only egad by Hull, but
this time President Roosevelt himself issued aitiaff if innocuous, felicita-
tion. Again, such communications emphasized Watsprimacy as much as |
the event itself. "My hearty congratulations andrmast greetings on your
election as President of the International Chandfe€Commerce," Roosevelt
cabled the Adlon. "For many years, | have followeith interest your efforts
to advance the work of this organization. . . . ir@ongress in Berlin is tak-
ing place at a time when many serious problems foallwise and mature
counsel. . . . On this very important occasionxterd to you and to the par-
ticipating delegations my best wishes for a sudoéssonclusion to the
deliberations ***

On June 28, 1937, over a peaceful cup of tea seirvathinty china cups
atop elegant saucers, in a quiet corner of the hR@hbancellery, huddling
over a small serving table and seated on cushsal fErmchairs, Watson and
Hitler would finally talk. Sitting with them was Hitler cohort and two other
prominent Hitler supporters from the ICC conventiblo one knows exactly
what Hitler told Watson during their exchange. VWatgaraphrased it later
for the New York Times as, "There will be no wai Bountry wants war, no
country can afford it But no one really ever knew the exact exchange
between the men. Whatever Hitler did say, Watsors wacouraged and
entranced.

Later, the ICC thousands assembled at the GermaeraOpgHouse,
which doubled as the Reichstag. Nazi flags flutemonumentally from the
balconies as a massive orchestra played Beetholensre Overture #3.
The New York Times reported, "At times ... it seente be a purely National
Socialist rally.%

And then Adolf Hitler suddenly walked in. Dressed iis familiar
brown party uniform, he made his way direcdy to tbgal box festooned
with a swastika flag. As he did, the familiar coomdacrackled through the
air: "Sieg!"’

The assemblage of distinctive businessmen, indudiozens from the
United States of America, in the year 1937, grippgdhe moment, awed by
the occasion, imbued with the spirit, under thedézaghip of Thomas J.
Watson, jumped to their feet amid roars, cheerd, waitd applause, reached
for the sky in a loyal salute and chanted backeillH% Watson lifted



his right arm halfway up before he caught himsktfter, a colleague denied
to a reported for the New York Herald that Watsagésture was a genuine

salute'®

Hermann Goering was one of the first main speakdeshammered at Nazi
Germany's constant themes. The Third Reich's "migkdrmament,” Goering
insisted, was merely to defend Germany's long ierdad protect her honor.
He demanded justice for Germany, and access toatematerials she was
entitled to. Reichsbank President Hjalmar Schactiis address also stressed
"honest raw material distributiod:® Many more Nazi speakers argued their
case, hopeful for appeasement if possible, comanttieconquest if necessary.
Even Schacht, whose rhetoric was generally subdusdcribed racial
prerogatives that arose from a "Godgiven divisidnnations according to
race.™! When the plenary finally dismissed, a signal wasegiand the
orchestra played the theme of the Storm Trooplees;Horst Wessel Song" and
then the German national anthem, "Deutschland Abes." Caught up in the
hypnotic invigoration of it all, delegates sang rgjowith stalwart Brown
Shirts™? Then the merriment began in earnest. Berlin had seen so
monarchical a reception in recent memory. Watsos waed, dined, and
honored everywhere in Berlin. Josef and Magda Gelebkntertained the
Watsons at the Opera House. The Schachts invieevtitsons and delegates to
a grand party for hundreds at the Berlin Palace. Gherings hosted a majestic
banquet for the Watsons and delegation presidentstha immense
Charlottenburg Palace. Berlin's mayor organizedimpsuous dinner for the
delegates’® But all prior splendor was surpassed by the eldbov&netian
Nights staged by Goebbels on Peacock Island, amawdanza thought by
many to be the grandest party of the Nazi era. teaca short drive from Berlin
in pastoral Wannsee, Friedrich Wilhelm IlI's romargighteenth-century castle
on Peacock Island had been converted for the egemito an Arabesque
fantasy at a cost of 4 million Reichsmarks. Watand the other guests crossed
to the isle atop a narrow pontoon bridge, whichughd them to a long path
lined with hundreds of charming Berlin schoolgidaintily outfitted in white
blouses over white silk breeches and white leashippers. Each girl waved a
white fairy's wand and angelically bowed as Watsand his fellow
industrialists promenaded 1 Three thousand—some said four thousand—
guests were then invited to imbibe at a bar of seglynendless length, manned
by eighty bartenders pouring and mixing any cotkténtage cognac, fine
wine, or robust beer.



Corks popped continuously as champagne flowed aliigndon. A regal din-
ner remembered as gigantic was served to hundredsbles, each seating
as many as twelve. Thousands of chefs, waiters, thed kitchen helpers
whisked dome after dome of gourmet specialties laua#k forth across the
lawns in a spectacular demonstration of precisailet service. Enchanting
Prussian porcelain figurines were bestowed uponwvihes. Ballerinas and
singers from a nearby artist's colony performed eachanted display of
dance and song beneath a prodigious rotunda, whielm became an im-
mense dance flodt?

But no fanfare could compare with the crowning motnethe decora-
tion of Watson. Hitler's medal was bestowed by Sbhas newsreel cameras
whirred and government functionaries snapped tid atiention. The eight-
pointed gold-framed cross of white enamel embeddéd German eagles
and Nazi emblems dangled about the neck from adbred, black, and
white ribbon in tandem with a second six-pointedr stvorn over the left
breast. To Watson, it was magnificent. When wearindie was draped by
two swastikas, one to the right and one to the'1éft

The majesty and fantasy of Berlin 1937 swept Wataod IBM into an
ever more entangled alliance—now not only in Gewyndmut in every coun-
try of Europe. Soon, the metallic syncopation ofllétdh technology would
echo across the continent. There were frighteniegv rapplications for
punch cards in store, applications no civilizedsparcould envision. France,
Poland, Italy, Bulgaria, Czechoslovakia, HollanayrMay, Romania, Hungary,
and the other nations would soon be set ablaze.

Through it all, the songs never stopped. Swayingh wexuberance, all
dressed in one color, lyrics shouted in almost byiprfervor, the songs never
stopped. Endicott reverberated with the prospextslbbwers sang out.

That's the spirit that has brought us fame!
We're big, but bigger we will be.

We can't fail

for all can see.

We fought our way through—and new
Fields we're sure to conquer too.
For the ever onward IBM-



PART TWO



6 WAR CARDS

JULY 5, 1937

Your Excellency

Adolf Hitler

Berlin

Before leaving Berlin, | wish to express my priden iand
deep gratitude for the high honor | received thtougthe
order with which you honored me. Valuing fully thepirit of
friendship which underlay this honor, | assure yothat in
the future as in the past, | will endeavor to dol ah my

power to create more intimate bonds between our tgeceat
nations. My wife and my family join in best wishies you.

Thomas J. Watson
International Business Machirtes

JULY 4, 1938

Mr. Thomas J. Watson
International Business Machines
New York

Dear Sir:

I must offer you my apologies for taking the libertto
write you and to request your kind attention for e thfollow-
ing matter. Like many [of] Jewish confession, | &aoing a



very terrible moment in life and | am obliged tave this country and

to procure in another land my means of living. | &orn on the 17th
of June 1906 and was educated in the elementary hagid school in

the country. During eight years until 1933, | hawerked as an opera-
tor of the Hollerith punching machine for the Rei@tatistical Office

in Berlin.

Now | have spoken with Mr. Drines, the manager @& tHollerith

company in Berlin about my plans to find work alstoaMr. Drines has
advised me to write to you somehow with my plansl dnhope that
with your kind help | would be able to find work ia foreign country.
No doubt you know the condition of living here aftdwould be use-
less to give any further reasons for my immigration

I would be very grateful to you for your kind agaizxce and please
accept in anticipation my thanks.

Hoping to be favored with your reply, | remain

Sincerely Yours,

llse Meyer

Berlin®

GERMANY WAS bitter for the Jews. By 1937, thousands had escapegau-
perized emigrants. But for those Jews remainindniwithe Reich, existence
became a progressively fainter shadow of its forsaf. Driven from the
small cities, Jews began to flood into Berlin whéney attempted to con-
tinue a fraction of the civilized life they oncedm. Small things became im-
portant: a cup of coffee in a cafe, a stroll in gagk, cinema on the weekend,
an afternoon concert, these were the precioussralic normalcy German
Jewry clung to. But the Nazis would not permit anmeait of peace. Jews
were subjected to unending acts of personal detjoadas they were mar-
ginalized. The national humiliation effort was mdban a cruelty unnoticed
except within the borders of Germany. The campaigs the source of
never-ending American newspaper articles and raelorts, including those
in the New York Times.

Nazis would enter cinemas and demand all Jews sisethey could be
escorted out. Cafes catering to Jews were ordeleskdt and the patrons
taken into custody. Local authorities disbandeduwsity all Jewish athletic
teams, musical societies, and social clubs. Indeeyd,gathering of more than
four Jews in a single place was forbidden. Plachp#gk benches warned



that Jews could not sibwn. Synagogues were shuttered and often razed,;
the grand principal synagogue of Munich was remlagi¢h a parking lof.
Hundreds of disenfranchised middle-class Gerdeavs from the

provinces tried to reestablish themselves in Bevith small retail busi-

nesses. Former boot manufacturers reappearedénssiops. Liquidated
apparel makers set up shop as haberdashers. Eprafedsors opened
bookstores. As soon as the Nazis discovered tihessising enterprises,
customers were frightened away and the assetdddrfyg confiscation.

Jewish shops were defaced with painted epithetaiexag "Jewish Swine"

or "Out with the Jews." Not infrequently, armed r&tdl roopers blockaded

the doorways. One day, the world awoke to headli@psrting a massive

racist display as several miles of Berlin's mahopping streets were
obstructed with crude, three-foot-high signs idgintg exacdy which stores
were owned by JewsNazi agitators always seemed to know if ownersewer
Jewish, no matter how new the stores.

Yet for the Hitler regime, the pace of Jewish degton was still not

swift enough nor sufficiendy complete. Although @any's professing Jews
had been identified, thousands of so-called "ral@als" with Jewish ances-
tors dating back to the prior century had yet torbarked. In 1937, the
Reich ordered another nationwide census that wptegare the country for
military mobilization, and for the Jews would beettiinal and decisive
identification step. Dehomag eagerly agreed to mimga the project.
The racial portion of the census was designed topgint ancestral
Jews as defined by the Nuremberg Laws, ensuringeswape from the
Reich's anti-Semitic campaign. In addition to thsual census questions, a
special card asked whether any of the individugdandparents was Jewish,
When completely filled out, the card would be isethin a separate enve-
lope for processing by both the census authordtiessecurity office8.

The project, originally scheduled for May 1938, wblbe an enormous
undertaking for IBM, requiring a huge expansionnshnpower, machinery,
and processing space. Seventy sorters, some abiyators, seventy-six mul-
tipliers, and 90 million punch cards would be nekfle the RM 3.5 million
contract. IBM supervisors in Geneva, Stockholm, &lev York understood
how difficult the challenge would be. A memo froBM's European Factory
Manager J.G. Johnston to IBM NY supervisors in Sedpecified, "we also
have to raise considerable funds for the finanahthe RM 3.5 million cen-
sus order" even though the Reich's payments wosldibtributed over a
fifteen-month period. Other IBM executives seemedsénse that the fordi-
coming racial census would represent a projecasosfaching, it would be



the last of its kind and therefore IBM's investmaruld have to plan for a
temporary surge. "You should take into considematia . the fact that the
German census order is a peak load which may notue.”

The Nazi establishment was ecstatic about the @afidins for German
Jewry. "In May of next year,"” bragged the leadingM\P newspaper
Volkischer Beobachter, "the largest and most cohgmsive census will take
place. It will be larger and more comprehensivent@ermany, and even the
rest of the world, has ever known.... it is theydot every Volks-comrade to
answer every single question completely and trlishfu. . [thus] giving the
Fuhrer and his colleagues the basis for the fulegeslation of the next five
to ten years®

One Nazi bureaucrat enthused, "The general censfis 1988 s
intended to also determine the blood-wise confijunaof the German pop-
ulation. . . . the results could also be recordedtle police department's
technical registration cards. The police would tlgasn an insight into the
racial composition of the persons living in thairigdictions. And this would
also accomplish the goals set by the Main OfficthefSecurity Police™"

But the much-anticipated May 1938 census was ddlaggn March 13,
1938, the Third Reich absorbed Austria, creatinGraater Germany of 73
million people. Hitler called it the Anschluss, BAnnexation." The anti-
Semitic program that had evolved over the year&Garmany now rapidly
took hold in the Austrian provinces—virtually oveaght. First came the vio-
lence. Jewish merchants were rounded up and pulbdieaten, their stores
looted. Viennese crowds cheered when Jewish memwamien were forced
to their knees to scrub streets as rifle buttéeiteihem:°

Page one headlines in the New York Times immediatéécried an
"Orgy of Jew-baiting." The article described sddistruelties calculated to
coerce Jews into immediately emigrating pennilesantywhere. "In Vienna
and Austria," the New York Times declared, "no igesbf decency or human-
ity has checked the will to destroy, and there besn an unbroken orgy of
Jew-baiting such as Europe has not known sincaldinkest days of the Mid-
dle Ages.*

Then came the arrests. Thousands of Jews werecextrarom their
homes and offices, loaded onto wagons, and shippetncentration camps,
such as Dachau, where they suffered bestial tartustarvation, and back-
breaking labor. The camps, too, were designed mwinoe Austrian Jews to
leave the country—should they ever be released fraarceration. And only
those who promised to emigrate at once were evesidered for releasg.
When the pace of emigration was not quick enouglrsdn the Aus-



trian provinces were simply expelled from their le@mvith no notice. More
than 3,000 Jewish men, women, and children in tmgd&hland region of
Austria, many with roots dating back centuries,aMeaded onto trucks,

driven to the Jewish quarter of Vienna, and sunigndtimped. The Vienna
Jewish community housed them in synagogues and lotiileings as best

they could, but the weather was unusually coldraady of the children
suffered extreme exposure and near starvation thenordeal?

On June 30, 1938, nearly 10,000 Jewish-owned bsssan Austria

were ordered to immediately fire all Jewish empbsre-30,000 men and
women—and replace them with Aryans. The mass nusiaribed "heart-
breaking scenes" across Vienna as trusted Jewiplogees—many of ten- and
twenty-year tenure—were suddenly ousted withounimaror severanc¥.
Expulsions, exclusions, and confiscations ragedsacYienna, stripping

Jewish citizens of their dignity, possessions, lagdl status. No one was
spared. Middle-class Jews from Sigmund Freud toehesa victims were
forced to board any ship, train, or bus out of Aiastith no possessions

other than what they could cafiyOnce Jews were identified, their lives in
Austria were over.

Suicide became a frequent alternative. In the fit6t days of German
annexation, ninety-six persons committed suicide.nfore Jews found them-
selves dispossessed or facing the prospect of Dat¢hay entered into sui-
cide pacts and even suicide cldbs.

With stunning precision, the Nazis knew exacdy whAustria was

Jewish. Indeed, the New York Times, in its initt@iverage of the round-ups,
could not help but comment, "Many of these patans engaged in round-
ing up the thousands on lists of those due for isopment and ‘correction.’
These lists were compiled quiedy year after yegpraparation for the day of
Germany's seizure of power."

IBM was in Austria. Before Hitler came to poweretltompany was rep-
resented only by an agency called Furth & Compapgrated in part by
Stephan Furth. But in 1933, after Hitler declared fThird Reich, Watson
established a wholly-owned IBM subsidiary in AustriFurth then went to
the United States to undergo sales training witM IB New York. Shortly
thereafter, Furth returned to Vienna as co-managfethe new wholly-
owned IBM subsidiary. That subsidiary had the bier@#fone of IBM's most
talented punch card engineers, Gustav TauschekMamhger Victor Furth.
Another Dehomag-trained manager named Bertholdr |mimed Furth. In
1934, IBM undertook the Austrian census, and twarydater, Watson ap-
proved a card printing plant for the countty.



In early 1938, in the weeks leading up to the Maduschluss, Adolf
Eichmann was dispatched to Vienna as a specialisewish affairs to organ-
ize forced Jewish emigration. Once in Vienna, hentban enormous punch
card operation working around the clock. The Hiteprogram superseded
every other aspect of German preparatigns.

"For weeks in advance [of the Anschluss],” rememtbe Eichmann
"every able-bodied man they could find was put twrknin three shifts: writ-
ing file cards for an enormous circular card fig®veral yards in diameter,
which a man sitting on a piano stool could operatel find any card he
wanted thanks to a system of punch holes. All mftion important for Aus-
tria was entered on these cards. The data was tikem annual reports,
handbooks, the newspapers of all the political iggrtmembership files; in
short, everything imaginable. . . . Each card edrrhame, address, party
membership, whether Jew, Freemason or practicingpoi@ or Protestant;
whether politically active, whether this or whethtbat. During that period,
our regular work was put on ic&"

The German racial census scheduled for May 1938 mestponed a
year to allow Dehomag to draw up new plans to coliatpopulation of Aus-
tria as well. Dehomag opened several additionahdivas throughout the
greater Reich to accommodate the extra load. Maa@ twenty-five offices
would tackle the task of profiling the expandedeba some 70 million Ger-
mans and Austriarfs.

Hitler's reign of terror against the Jews continuggoughout 1938 to
the continuing astonishment of the world. The fig&lge of confiscation was
launched on April 27 as the Reich ordered Jewsgister virtually all pos-
sessiong? Hollerith machines were kept busy tabulating asset

Conditions in Nazi Germany became ever more nighsina Behead-
ing was adopted as the dreaded new punishmenteolutiappealable Peo-
ples' Court, which adjudicated in secret but anoednits executions to the
world media as a warning to all those the Reichswred special enemies.
Scores of ghasdy concentration camps were opemredgtiout the Greater
Reich, each spawning its own infamy of cruel t@t@and degradation de-
picted in the newsreels and magazines of the dayb Molence during the
day, a dreaded knock on the door in the middle hef might, humiliating
public campaigns, and endless decrees forcing Jertiser into starvation
and impoverishment rained terror on Jewish existém¢he Greater Reici.
World revulsion against Germany was inspired nost jloy its anti-
Semitic outrages, but by a continuous assaultgifliripublicized oppression



against Catholics, Protestant church groupll@ttuals, and others the
Nazis did not agree witH.Hitler's war menacing clearly identified Czecho-
slovakia for imminent takeover. Poland and Frasemmed next. Many
thought it was just a matter of time before Eurmgégnited into a total war

that America would be compelled to enter. It becamesasingly hard for
anyone to argue Germany's case, even euphemigiicaibde. Then came

the turning point for Americans and indeed the wdwofristallnacht—The
Night of the Broken Glass.

November 10, 1938, on the twentieth anniversary Gdrmany's sur-
render in the Great War, all Germany exploded antational pogrom of
depravity and violence against Jews heretofores@en. The Reich's pretext
was the assassination of a German consular officiaaris by a despondent
Jewish refugee. Within hours of the news, discgadicadres of shock troops
driving in open cars, directed by uniformed SA leadwith merciless syn-
chony, deployed in virtually every town and citytbé Third Reich during

the early hours. Almost on cue, Hitler's Germampgd into a tempest of
shattered glass. Store panes, display cases dsxtaffice doors, and ordinary
windows—if it was glass, the Nazis smashed it. §pgaes, cafes, schools,
offices, homes—wherever there was unexcised Jgwesence, the Brown
Shirts, struck?®

Then Jewish possessions were systematically rippsglattered, and
looted. Brown Shirts spread Torahs across the gramd danced upon the
scrolls. Furniture was thrown into the street. \&hles were carted away as
trophies. Pictures, books, and curtains were%orn.

Kerosene came next. Floors and drapes were metilgdidoused. An
enthusiastic drenching was reserved for Torahsyeprahawls, holy books,
and devotional bimahs in synagogues. Tossed matdRelded incendiary
bombs. Lobbed petrol bombs. Nearly everything Jewiss set aflame. Not
just in Berlin. Not just in Vienna. In every towmdhcity of the Third Reicf’
More than 15,000 Jews dragged from their homes wbretalized
before the cheering onlookers, herded into trudispatched to jails, and in
many cases, direcdy to concentration camps. Firematthed the flames
with laughter, taking care that neighboring Arydructures were unaffected.
Policemen studiously directed traffic, allowing thearauders complete free-
dom of operatiori®

Here among the ruins was the final overnight sungrodewish exist-

ence in Germany and a prophecy for their bleakifakurope. Jewish life
would ultimately be incinerated everywhere. Thesamuences of identifica-



tion had been irrevocably unmasked. Whatever dingbivorld had about

the intentions of the Hitler regime, that doubt edaped with the curls of
smoke rising from hundreds of synagogues and Jenfiles in Germany.
Newspapers, newsreels, and radio broadcasts adhessglobe burned
with headlines condemning Hitler's Reich as sawau# barbarous. The New
York Times printed a tall page one banner headliNezis Smash, Loot and
Burn Jewish Shops and Temples." The newspapengbilinoted that tin-
only Vienna synagogue not torched was one "thatatmorities have pro
tected . . . because it contains records of thaésbesommunity of Vienna
that could not be replaced’"

Washington recalled its ambassador from Berlin. féfes diplomats
called for concerted action to stem the anti-Semiutrages. President
Franklin D. Roosevelt issued a sharply worded deation in which he per-
sonally penned the words, "I myself could scardedjieve that such tilings
could occur in a twentieth century civilization."alup Polls asked whether
Hitler could be believed when he said he had noenterritorial ambitions
in Europe beyond Czechoslovakia; 92 percent of Acaarrespondents and
93 percent of British respondents declared Hitleuld not be believed.
Hitler's followers in America had already been pmsged in high-profile
cases under various civil rights statutes. Now, téren "Nazi sympathizer"
became widely used. And Nazi collaboration and agamdizing was
deemed sufficiently subversive and "un-Americardttleventually a special
Congressional committee investigaféd.

American reaction to the riots was almost whollsrdgarded by Hitler.
After Kristallnacht, Jews were forced to vacateirttapartments, sometimes
on just a few days' notice, as Hitler loyalists wge up to move in. In
Munich, all Jewish families were given just fortiglet hours to permanently
leave the city. The order was soon rescinded a®3ssiple—although later
the demand was re-imposed. Jews were collectiviedfl billion marks for
inciting the Kristallnacht riots. And the last pbasof confiscation and asset
registration were set in motidh.

The German government issued dire warning aftee diarning that
the situation could worsen. But a New York Timeatfiee on November 14,
1938, ominously asked, "Inasmuch as everything deesh done to the Jews
in Germany that can be done to a people short ghiphl extermination,
there are arising some obvious speculations asht these continued warn-
ings may imply." The question was answered jussdater on November 30,
when the newspaper published an article headlideds in Germany Get



Extermination Threat," quoting the Schwarze Kotpg organ of Hitler's SS,
as it advertised the potential for wholesale Jewisinder*?

Watson had visited Germany twice in 1938, once ate IMay, just after
the Anschluss of Austria, and once in early OctpHaring the tense build-up
to Kristallnacht®

Germany was threatening invasion daily. War prdpgars were no
secret. Reich propagandists spread the word, @gsheadlines and de-

bates. Commanders fortified borders. Mobilizatitanp were disseminated.
Aircraft engineers received special awards for hember and fighter

designs. Passenger trains were restricted saoak sould be devoted to

troop movements. Housewives were publicly askedtamatically reduce
consumption of fats to save money so the Reichdcpukchase raw materi-
als urgently needed for its weapons productfdvar was in the air.

Yet, throughout the year, Watson argued passignéielGermany's

demands. He barely made an appearance at an tiealacommercial
meeting, university commencement ceremony, ribldtirg, or press con-
ference without reiterating his well-worn Hitlereggappeal that the world
"redistribute its raw materials" and lower so-cdlteade barriers” as "the

path to peace." This public lobbying was undertadean as the mass media
regularly published articles and broadcast explanathat Germany des-
perately only needed those raw materials to armviaemachine. Even

though Watson's pronouncements sounded to mangi@sande for the

Nazi agenda, he held fast to his script. More thah whenever Watson
returned from a tour of the Continent, his docksi&taarks always spoke
glowingly of the optimism throughout Europe and steadily increased
standard of living for all—this at a time when therld was teetering on the
brink of total war and witnessing the dispossessidhe Jews?

Prominent writers and personalities would rebutd®as brand of

thinking. One foreign correspondent in the New Y®nkes reflected the
common view when he wrote, "It must be rememberedhe series of boy-
cotts due to worldwide resentment against Germamedtic policies ... play
almost as large a part as do the trade barrigrdday 1938, just after the
Anschluss and just before sailing to Germany, Watstswered such senti-
ments. "Unjust criticism of business is a tradeibat' he lectured his fellow
industrialists at an ICC gathering, adding, "Unjeriticism of government is
another trade barrief®'

For Watson, whatever Hitler was doing to the Jews ather perceived
enemies of the Third Reich was no obstacle toziegliprofit on Germany's



plans. "You know, you can cooperate with a man aittbelieving in every-
thing he says and does," Watson sermonized toolismers after one trip to
Germany, adding, "If you do not agree with evemythhe does, cooperate
with him in the things you do believe in. Otherdlwiboperate with him in
the things they believe in." On another occasioratddh illuminated his
steeled indifference this way: "I am an Americatizen. But in the IBM | am
a world citizen, because we do business in 78 ciasntand they all look
alike to me—every one of therit’"

Yet when Watson's ocean liner anchored at New Yosk days after the
November 10 Kristallnacht outrage, it was all difiet. IBM's Leader finally
realized that American sentiment had become soemey anti-Nazi, he
now needed to distance himself from the very regimehad so publicly
saluted.

NOVEMBER 2,5, 1938
Dr. Hjalmar Schacht
President
Reichsbank

Berlin, Germany

Dear Dr. Schacht:

I returned from Europe about ten days ago, and €l fe owe it to
you and the German people to tell you of the tredoes loss of good
will to Germany, which is increasing on account tbé latest policies of
Germany in regard to dealing with Jewish minoritigs your country.
| feel that | would be unfair to my long list of wish friends if | did
not appeal to your Government to give fair consitlen to the Jews
as human beings, and to their property rights. As know, for many
years, | have put forth my best efforts to improwade relations
between Germany and the United States, and | want tp know that
it is my honest judgment that if the Jewish sitomtitoday is not
improved, it will have a very serious effect on fany's trade with
our country.

Yours very truly®

Watson reviewed the typed letter from his secretdrydiagonal line was
drawn through the entire letter canceling its mgssand the words "Yours
very truly" were vigorously crossed out. The letteuld not be senf. Sec-
ond try, this one directly to Adolf Hitler.



NOVEMBER 25, 1938

Your Excellency:

In July 1937, as President of the International raer of
Commerce, | received by your order the Merit Craxfs the German
Eagle, which was presented to me by Dr. Schachbemalf of the Ger-
man Government, in recognition of my efforts for rldo peace, and
better economic relations between Germany and ogiteyns.

In expressing my thanks to you, | stated that | looooperate with
you in the future as | had in the past in connectieith these two
important issues. This, | am still most anxious do; but upon my
recent return to my country after an absence okrsévmonths | find a
change in public sentiment and a loss of good willyour country, and
unless something can be done to bring about a nfieeadly under-
standing on the part of our people, | feel it isingoto be difficult to
accomplish mutually satisfactory results in conioect with our trade
relations.

The change in sentiment referred to has been btougbhout
through the decisions of your Government in dealwdh minorities,
and | respectfully appeal to you to give consideratto applying the
Golden Rule in dealing with these minorities.

| have read with the greatest interest the statentéat your Gov-
ernment is prepared to make arrangements with amdbee of lead-
ing Quakers to assist German Jews in the spiritcbérity and the
Golden Rule, | venture, therefore, to accept this & a symbol of will-
ingness on your part to grant more generous tredttaaninorities.

If your Excellency would follow up this act of kildess with poli-
cies inspired by its humanitarian effort, it woulsch my opinion, be the
one way by which those interested in the exchanegomds and serv-
ices and high ideals might find the opportunity help Germany regain
the valuable trade and good-will which she has lost

Very respectfully yours,

Thomas Watsdfi

Watson would be able to show his direct and unempal protest letter
to anyone as evidence of vociferous objection tbeks anti-Semitism. Pre-
sumably the letter could be exhibited with the saihoerish Watson em-
ployed in displaying other letters to and from woléaders, some of which
he routinely carried in his inside suit pocket. &yrthe November 25, 1938,



letter would put Watson on record as unalterablposed to Hitler's cam-
paign. But somehow, Watson's explicit letter tatlddi was . . . misaddressed.
Watson could always say it had been mailed. Butruth the Post Office
returned it—unopened. Watson's secretary triechefgar months lateft:

People of conscience throughout the world were agetl at the Hitler
regime. Yet Germany was on the verge of expandsgse of Hollerith sys-
tems to an unprecedented level. Watson neededver tomself in the Reich
and at home. He would now pursue a strange puldstupe, essentially
speaking from both sides of the punch card. Defily,would mix his mes-
sages of subtle advocacy for Reich territorial @ednomic hegemony with
patriotic assertions supporting American defensasmess, and almost polly-
annaish aphorisms offered to Germany about itsabramti-Semitism. Wat-
son would always be able to point to out-of-conteattions of his remarks
to satisfy any audience—be it those listening i@ Mazi Reich or the United
States. At the same time, all mention of Germanyhaslinchpin of IBM's
overseas operation was conspicuously dropped fBivhgdress statements.

For example, just after Kristallnacht, when Watseturned from Europe,
his usual dockside remarks to the media listed nttaay countries he had
visited, including Greece, ltaly, Romania, Portygelirkey, and France. But
Germany was not mentioned—the first time sinceribe of Hitler that Wat-
son had omitted the country name from his proudiyaided itineraries. A
newspaper article about IBM's foreign employeeslystig at the company
sales school in Endicott spoke of students fromnty#our countries. Yet
Germany's name was the only one not listed—agh@fitst time the Reich's
place in IBM's international commerce was omitteden though, as usual,
representatives from Germany were tHére.

Platitudes were dispensed in abundance. "World éethacough World
Trade" became Watson's official jingo to explainagwBM trading with Nazi
Germany. Beckoning Hitler to please "observe théd&o Rule" paled as a
schoolboy-like admonishment in the face of the lagh torture and dispos-
session gripping German Jewry. But Watson was aeréxat calculated pub-
lic pronouncements on troublesome topics. Whenids¢ dssumed the helm
of the IBM organization—back in the CTR days—heeshiied a company
assembly to demonstratively and publicly lecture $ales force, "You must
not do anything that's in restraint of trade ...tlwat could be construed by
anybody as unfair competition.” Ironically, thesers moralistic directives
were conspicuously broadcast just at the heighthef Justice Department's
decision-making process on re-prosecuting Watsanhfs role in one of
America's most aggravated cases of anti-competaistics:®



So, at the same time the IBM Leader was advocatlig Golden
Rule," he wrote a letter to the world's governmemggng them to "collabo-

rate regardless of divergent ideals and opiniows'atoid war. In interna-
tional economic forums, he asserted "the divinbtraf every people to

choose its own government”" and demanded "adjustntieat would give all
countries an opportunity to share in the resountéise world.** Watson's
choice of words bore the unmistakable ring of Geyrsa party line, which
likewise demanded that it be allowed to share inoél Europe's natural
resources for the greater glory of the Reich.
None of Watson's public posturing stopped him froatcelerating
Dehomag's ability to do Hitler's bidding throughobtirope—so long as
IBM could keep its distance and Watson could rem@&moved from the
process. In late May 1938, shortly after Germangeard Austria, Watson
visited Berlin on Dehomag business. Watson reqdeBtehomag's manage-
ment to prepare to extend its operations into Aastthus replacing the
existing subsidiary controlled by IBM NY. Dehomagsvgoing to develop
some unique tabulating equipment, based on its golveew D-11, engi-
neered for special applications that could geeemignificant revenues.
However, these new efforts would have an impacttomplicated issues of
profit sharing, tax, bonus, and general compensatial of which Watson
wanted carefully negotiatét.

More and more, Watson tried to work through integiages. The

negotiation itself was delayed until shortly aféatson left Germany. Then,
on the morning of June 24, 1938, Dehomag converstduaeholder meeting
attended by two Geneva-based IBM executives reptiagethe New York
office. Although Watson was not there, he contbtlee decisions from afar
through his 85 percent vote, cast through his EemopGeneral Manager
John E. Holt who held a power-of-attorney. Poirtafithe minutes called

for negotiations "as soon as possitife."

It was left to a member of the IBM NY's board ofeditors, Oscar L.
Gubelman, to work out the details of Dehomag's Bgjma into Austria,

along with certain loan provisions and stock opgias inducements for
Dehomag Directors Rottke and Hummel. Gubelman agites the direc-

tors' loan provisions and stock options could lm®tiporated into a formal
supplemental employment contract, but the Austgransion itself was to

be kept as an oral arrangement recorded only byan&m July 6, 1938,

Rottke and Hummel jointly confirmed the oral arramgnt in a letter to
Gubelman, who was staying at Berlin's Hotel AdiBheir letter listed three
main points: "a) New Products, b) New Territori@steduction of [stock]



repurchase price in case of premature leaving thieoag due to notice of
resignation.*’

The joint Dehomag letter acknowledged New York'smpcy in no
uncertain terms. "IBM," the letter emphasized, irta'unlimited power to
dispose of such new products, and in view of iBM] position within
Dehomag, is absolutely in a position, even withoutt express declaration of
assent, on its part to formulate the conditionstfa inclusion of Dehomag
in such new busines§™"

Only IBM NY could authorize Dehomag to develop ngwoducts or
expand into Austria, but if it did so, the businesgsuld be maintained sepa-
rately from the regular books and would appearesdtas loan or bonus
transactions. Dehomag's confirmation letter exgesthe understanding in
cautious, stilted language. For New Products: & been orally agreed,” the
letter recited, "and is confirmed herewith by uswimiting, in case IBM
entrusts Dehomag with the sale and/or manufactéreew products which
lie outside the present scope of business of thieoag and also do not
come under the license agreement between the Dehamd the IBM, we
agree that upon the request of the IBM, we canobadly or partly excluded
from the results of the business transactions @sdhnew products, as they
have been agreed upon in the form of a bonus inldae agreements and
supplementary agreements concluded between thenizghand us?®

For New Territories: "In case the IBM should volamly transfer the
working of territories outside of Germany to thehbmag, we also agree
that, upon the request of the IBM, we can be tptail partly excluded from
the results of the business transactions in these tarritories as they have
been agreed upon in the form of a bonus in the lmpeements and supple-
mentary agreements concluded between the Dehonaagsaf?

The letter added, "After careful deliberation, ydwave considered it
proper to let the points a) [New Products] and Né¢w Territories] be dealt
with merely in this letter in the sense of our dission, while point c) will be
included in the supplementary agreement.” Rottkeé ldommel's letter con-
cluded with their gratitude for helping the Rei¢kVe confidently hope that
the contents of this letter will convince Mr. Watso. . that we see our life's
task in our present work and sincerely wish to Gbate to the development
of the Dehomag for many years to come. We thank weny much for the
great assistance you have given in this matter.”

Although the arrangement to expand Dehomag was lédndhrough
intermediaries, Watson micro-managed every deail. August 2, 1938, Wat-
son sent a letter to John Holt, IBM's European g@maanager, confirming



approval of both the loan additions to the emplayno®ntracts and the spe-
cial letter about the expansion. "Mr. Gubelman t@sded me the final draft

of the proposed amendment to the Rottke-Hummekaois," wrote Wat-

son, "and also the letter from Rottke-Hummel adskdgo Mr. Gubelman as

a Director, dated July 6, 1938..,. You are authsatito sign for IBM.*

The scene was set for Dehomag to immediately expaocvery new
Nazi-conquered nation, so long as IBM approveddwvaeace. Austria was

only the beginning, and IBM understood it well. Bmgust 4, 1938, J.C.
Milner, a Geneva-based IBM supervisor of Dehomagtevto J. T. Wilson,

the manager of IBM NY's so-called Foreign Divisi@xplaining, "Rottke has
made arrangements . . . which include equipmergdeen or eight different
countries to fill customers orders." The letteredithat Dehomag could not

fill all the orders from its inventory, so "five six sets of Valtat equipment

... we shall have shipped [from the U.S.] to tleefrort at Geneva®

A key mission for Dehomag machines was censusighhering coun-

tries. "During 1940, the census will be taken imesal countries," Milner's
August 4 letter confirmed, "and we expect a nundé@rders." He added,
"One of the problems which confronts us is thfgtroviding special
machines for census work. . . . Since Endicottdissontinued manufactur-

ing the Printing Counting Sorter, we do not seethaee any machine par-
ticularly adapted to census work. As you know, Gamyndoes construct a
Census Tabulator, and we have always figured omgbeble to get the
machines from them for forthcoming work." But pratan in Germany was
backlogged and was becoming less economical beaauseich currency
restrictions>’

So Milner wondered whether Endicott wanted to dswelts own cen-
sus tabulator capable of high-speed counting, ©coetito rely on the Ger-
man version, or perhaps produce them in anotheofean country and
ship them on Dehomag's behalf. "If Endicott doespnopose to undertake
such work," he wrote in the August 4, 1938, lettér,js quite possible that
we shall have to look into the situation in Frarana] see whether they can
economically construct a machine equivalent to &e&rman Census Tabu-
lator.” IBM NY now began viewing its various subsidiari¢sroughout
Europe as coordinated to support Dehomag's operatio

Moreover, IBM NY wanted to maintain strict contrals each and

every Dehomag lease. Special rebates and discfmurRgich operations

could not be extended unless approved by New York. Wilson sent a

memo to IBM's Europe headquarters on August 258 183titled "Ship-

ment of German Machines Beyond Germany," demandifkgow whether



corporate controller in Geneva were setting priées machines shipped
beyond the bolders of Germany. Wilson wanted to analire the proper
mark-up above coil was preserved. That same dagehta second letter off
to Harrison Chauncey, another IBM NY managementulieshooter in
Europe, explaining, "Their costs are very much &igthan our costs at Endi-
cott. For instance, the cost of building a SorteGermany is $292, while the
cost at Endicott is $226%

Holt replied to Wilson, "We have a fixed charge and do not take into
consideration whether it comes from the United €tator Germany, or
another factory." He added, however, that "in thsecof special machines,
such as [Dehomag's] D-11, we have always set pridesh are, we believe,
somewhat higher than the United States would charg&ince the German
company has a schedule of rebates to its custoofevghich you are well
aware, in taking a special German machine andngaitiin a foreign coun-
try, we have always tried to approach the net Garprice, using the official
rate of exchange’”

Holt offered an example. "In other words,” he wrotshould a machine
be supplied to Holland, we would . . . add 25%, #ten] add a further
10%." But Holt made unequivocally clear that IBM Néntrolled pricing on
all of Germany's machines. "[lJn all cases, we tbet prices, and Germany
does not.®

Complicating all IBM efforts to profit on DehomagBurope-wide sales
in fall 1938 was yet another Reich monetary decf@ermany was nearing
bankruptcy. The anti-Nazi boycott had virtually ppied a once-thriving
export-dependent Reich economy. Despite despeiaghbless barter efforts
to boost foreign sales and unverifiable trade stiat to the contrary, Ger-
many's currency-earning exports were down to thaéednStates by as much
as 95 percent for many commercial sectors. Schiaatit confided as much
to Watson at the 1937 ICC Congrésswithout foreign exchange, Hitler
could not rearm. So it was hardly a surprise to IBMen the Third Reich
prohibited exports by German companies unless #@yed actual cash.
In other words, Dehomag could no longer ship Hithemachines across
its borders and then forward the sales income td BY as so-called debt
repayment.

"As you are aware," IBM's Milner in Geneva wrote I$8h in New York,
in an early August 1938 letter, "for a number oangewe have been able to
charge such goods against the debts owing to IBMeaw York, but this per-
mission has now been withdrawn by the Governmewiiitier added that the
arrangement was a surprise even to IBM auditorscéRVaterhouse people



in Berlin... stated it was most unusual and they wmibt know of any other
foreign concern who had the same privileffe."

Nonetheless, "I'm sorry to tell you," Milner lanted, "that we have

just been advised by Mr. Rottke that from now owiit not be possible to

ship tabulating equipment and other goods out ofraay to our various
countries without the German company receiving peytrfor the goodse*
Hence, profits would not only be trapped in Gerrhlrtked mark ac-

counts, other IBM subsidiaries in Europe actingnésrmediaries for Deho-
mag would have to transfer foreign currency to iBed complete the
transaction.

Moreover, Dehomag income in Europe, unless somehshwvouded,
might now subject IBM profits to double taxationolible taxation was a
particular irritant to Watson, and he had worked yfears to legislate a solu-
tion. IBM Geneva's M. G. Connally, a key Dehomaglito, revealed the
company's attitude to a U.S. State Departmentasffearlier in 1938. He let
it slip that "some concerns have actually resottethe fiction of royalties in
order to avoid taxation," but quickly added, thatthe case of IBM, "no such
fiction existed and that royalties are the restiltlearly worded contract$®
More than just controlling which machines  woulde b distributed
throughout Europe, and at what price, IBM undemdtby fall 1938 that it
was now an integral part of the Nazi war machindlstv circulated on
August 25, 1938, a memo to senior management inNin York office,
reviewing problems in exporting machines from Gemna'As you know,"
Wilson informed, "both brass and copper and allplsy a big part in the
mechanism of all of our machines and these metalsvery scarce in Ger-
many, at least, | am told they require them for materials.®®

Indeed, by 1937, the Reich concluded that punchd dachnology was
too important to its plan for Europe not to bectlyi regulated. Henceforth,
machines would be rationed only to those usersosepr by the military. In
1937, a secret unit was created within the Reich Miaistry's Office of Mili-
tary Economy. The department became known underirthecuous name
Maschinelles Berichtwesen, or Office of AutomategpBrting, and was dedi-
cated to one main function: punch card technologlis agency went
through several bureaucratic metamorphoses, chiefgugh the Reich Min-
istry for Armaments and War Production. The Masel@s Berichtwesen, also
known as the MB, wielded complete control over thveering, sale, use,
reporting, and coordination of all Hollerith systerin Greater Germany. It
worked in complete tandem with all aspects of H&leampaigns in Europe,
opening so-called "field offices" in conquered civigrs **



From the Reich's point fo view, punch card techgplould be indis-

pensable to its war-making capability. A Februa®aa secret military report
declared that "technologizing the Wehrniacht [arnfertes]’ was impera-
tive. The report listed the continual regimentatidracking, and redeploy-
ment of the general population, work force, anditariy personnel, as best
accomplished by Hollerith systems. "A punch cardtem," the MB report
concluded, "must be introduced for the statistmaivey of workers and for
shifting workers" to create "perfectly structureztgonnel planning®®

A later memo from the Office of Military Economy Il for a universal
punch code system. The document reviewed Dehonmagrs/ prior efforts,
such as the census, labor statistics, and the MBodk, but that these "all
have the disadvantage of existing for singular pses and being incompati-
ble with each other." The report made clear, "itmgossible to reliably sepa-
rate industrial demand for armament purposes frotal industrial demand.
The punch card is appropriate for the solutionhid problem," adding, "The
punch card does not replace all considerationgmahts and decisions, but
it makes them easief®'

While it was obvious to all that Germany was préegarfor imminent
war, it was also apparent that the Reich was agyedg utilizing statistics
and punch card technology to track Jews and impiénte program of per-
secution. "Statistics issued today show that 12 0®4s left Berlin last year
for Palestine, Great Britain and the Americas,” éeduly 4, 1937, New York
Times article datelined Berlin, adding, "The statsare confined to 'Jews by
faith,' the authorities declaring that Jews by ratene could be included in
such records." Wire services regularly reportedtlom facts of Nazi demo-
graphic tracking: religion percentages based orsu®rreturns; quotas on
goods Jews could purchase; an August 17, 1938 |ategu compelling all
identified Jews whose names did not "sound Jewishadd the first name
Israel or Saré’

Newspapers, on May 15, 1938, listed a number ofelacities outside
Berlin and exactly how much their Jewish populati@ad decreased through
the end of 1937. Nuremberg had 7,502 Jews in 1933pnly 4,000 in 1937.
Worms went from 1,016 Jews in 1933 to 549 in 193&gen dropped from
508 to 299°

Nazi raceology was becoming an all encompassingessiin evident
on virtually every street and within every orgati@a in Germany. A June
22, 1938, New York Times article reported, "twesiy-research organizations
have been established throughout the Reich whidhogo family to family"



to identify bloodline. Wire services informed thtae curriculum for all Ger-
man medical students had been altered to includedatary courses on
race science and population policy. Local prosesutbuld order compul-
sory divorces of Jews and Aryans. At the same timmdreds of thousands
of marriages of urban Aryan women to what the Gesntermed "virile,
hereditary" farmers were required by Nazi demogeapho achieve popula-
tion health; the authorities began combing factorésd offices for state-
mandated bride¥. Few in America outside of IBM understood that thes
highly publicized racial policies were facilitatdy Dehomag's population,
health office, and labor office tabulations.

Personal data that could not be tabulated by asndzgtion for lack of

an on-site Hollerith system were assembled on sirhphdwritten cards,

forms, or copied onto registries that were forwdrtterace offices and secu-
rity services for punching and sorting. Churchesawamong the leading
sources of such information. Their antique, oryab@lund church books

were often bulky and difficult to work with so supgompanies developed a
variety of index cards in various sizes designefddtditate the tracing of
ancestry. Often the process was awkward and amythinfast’”

One small church office in Braunlage in the Harzutains was typical

when it complained in a letter to the Reichssippan#he Reich's leading
raceology agency, that the cards were too smalttandata too large. "We
have received samples of cards for the cardindpofoh books," wrote Pas-

tor Stich. "Once we started to work with these savee noticed that these

are rather small. . . . For [those of] us who amgl the work and bearing

the costs, it is important we record not just saiihe data, but all of the

data, so that each card gives complete informaimut ancestry. ... we are
not served well if we have to open and move thepag the heavy and irre-
placeable church books." Pastor Stich asked fgetandex cards, making
clear, "We are glad to serve the cause ... and/eadbo the job right™

The Reichssippenamt prompdy replied, "The primangtion of the

carding of church books is that it makes the reteaasier and at the same
time preserves the church book. . . . if you follmw guidelines for an alpha-
betical name index then use of the church books gsould be reduced by

a factor of fifty."?

Local NSDAP leadership in Diisseldorf debated whettards should

be filed phonetically or alphabetically. Either waye office felt it wise to

color code the cards. "Whenever full Jews or mixeds appear,” a local
official wrote, "the former are marked by a recklithe latter by a blue line.



However, both alsoreceive a tab. Without the tab, the red and bluesli
could otherwise not be easily identified after thating and filing has taken
place.”™

Detailed instructions were developed for recordibgptisms to make
sure Jews could not hide their identity throughwession. "For every Jew-
ish baptism," the instructions read, "two doubledsaare to be filled out in
addition to the normal card. (One for the Reichgsimamt and one for the file
of Persons of Foreign Descent in the Berlin centtiice). With name
changes (for example, the Jew lIsrael receives dmailyf name Leberecht
through baptism), the Christian or Jewish nameoibd entered in parenthe-
ses in the field for family name." The name wasntbeded R, and the Jew's
occupation and address were to be written on trerse sidé?

To help standardize methods, the Publishing HoukeRegistry Office
Matters published a guide entitled How Do | Cardi¢h Books?

So precise were the tabulations that, in some artees authorities had
identified people considered "sixteenth Jews." Toeinty of Bautzen, for
example, summarized its extensive race trackingaiibecember 5, 1937
study, bragging that it had expanded the local Raléical Office from four
employees to twenty-one during the previous two andlf years, with addi-
tional race experts deployed in local Party offieeswell as women's associa-
tions. "For the entire county area," officials atsg, "there exists a file for
Jews, Half-Jews, Quarter-Jews, Eighth-Jews, etih thie following informa-
tion: name, residence, occupation, date of birthce of birth, citizenship,
religion .. . spouse, children, ancestors." Assltelocal officials had identi-
fied 92 [full] Jews, 40 half-Jews, 19 quarter-JevBs,eighth-Jews, and 4
sixteenth-Jews "whose connections are continuamisherved.”

Race offices developed a mutual help network thahstandy traded
and updated their data. For example, Bautzen'sniation collection was
helped by registries from the State Health Officksise offices were tabu-
lated by Hollerith systems. In June 1938, 339 loeddor offices took a
so-called "labor census" of 22,300,000 German wasrleenployed in approx-
imately 247 occupational groups and subsets; thH®orlaagencies also
exchanged information assembled by Dehomag. Eichimaffice Referat Il
112, the Jewish Section of the Main Security Offitmded its synagogue
and church sects lists with the Reichssippenarth) bffices used Hollerith
systems’

The exponential growth of demand for Dehomag sesvispurred Wat-
son to push his entire organization to manufactnere German machines
faster. He even pushed his German managers at Rehimnbreak produc-



tion records. In mid-June, Watson agreed to adipetpnt and work space
if the German subsidiary could double its outpufliBianagers in Paris
monitored Dehomag's monthly progress, and askelidia numbers. By the
end of 1937, Rottke was able to report to IBM tinanthly punch card pro-
duction was at 74 million per month, productiorhofizontal sorters would
double from 15 to 30 per month, tabulating machimesld increase from
18 per month to 20 per month, multiplying punchesid double from 5 to
10 per month, and counters would rise from 2005 (2er montH®

To speed production, IBM approved the purchaseatmachine

tools for the assembly shops. Three inclinablegagsa jig bore, five
6-spindle drill presses, four vertical drill presséve bench drills, and a vari-
ety of milling machines, saws, grinders, lathesl serew presséé.

In early June 1938, IBM again pushed for greatedpctivity. Holt
reminded IBM's Paris-based European Factory ManagerJohnston, "Mr.
Watson states that you told him last year ... austhbe possible to produce
twice the number of parts [at Sindelfingen] . .r. Rottke informs us that
only 60% of the parts are now being manufacturegiradelfingen." John-
ston traveled to Berlin immediately, and reportadkoin minute detail on
proposed expansion plans, explaining on a veritidbe-by-floor basis
which improvements had been approved by Watsonyéich were still
awaiting permission. Watson's consent was reqtimeeven the smallest
change in factory layout. For example, wrote Jatmstif we should obtain
the authorization of Mr. Watson for the shaded pathe plan for the new
building, we could expect an increase of 3 x 462hseters or a total of
1,386 sqg. meters space . . . which increase wauklifficient for our needs
for some length of time®®

Johnston assured Holt, "The figure of 60 of thaltotitput of parts

now being manufactured in Sindelfingen will be gheacreased." He
stressed that many of the new machine tools wetéping delivered and
would be brought on line so&hMore machines would be built—faster,
better, cheaper.

Europe was hurtling toward all-out war. Dehomag lddae ready.

CZECHOSLOVAKIA WAS NEXT.

Hitler, in 1938, demanded the largely Germanic $mand region of
Czechoslovakia be handed to the Reich. Not onlyewdtrere 3 million
German-speaking residents in the Sudetenland, kméchoslovakia pos-
sessed the raw materials that Hitler coveted. Geigeaerals had already



drawn up invasion plans. But hoping to avert waitah and France, in tan-
dem with Italy, negotiated with Hitler for a compnise 22

After dramatic ups and downs, the last-minute Monieact of Septem-
ber 30, 1938, ceded the Sudetenland to Germanyf @seonext day. The
deal was called appeasement and was foisted upenh@zlovakia by the
European powers without regard for the Czech n4fion

On October 1, 1938, German forces moved in accgrdio a pre-
arranged takeover schedule. Within hours of ergeainy town, it was trans-
formed. Streets and buildings were bedecked withi Hanting and swastika
flags. For months, highly organized Sudeten Nazigtioned as a vanguard
for the oppression to come, burning Jewish home$ laoycotting Jewish
stores. Now they ensured that Jewish shops werarethevith white pairft:
No one doubted what would come next.

By October 2, thousands of Jews flooded acrossnthe border by car,
train, and on foot into what remained of Czechoskia®

Jews remaining behind found themselves identified, spite of their
highly assimilated Czech national character. Nazitiogents would system-
atically appear on their streets, drag familiesrirtheir homes, herd them
into trucks, and either deliver them to concembratcamps or dump them
penniless on the border with remnant Czechoslovakiany women and
children, already beaten and bloody, were forcedrtss the frontier crawl-
ing on their hands and knees, some on their belesn, their overwhelm-
ing numbers—as many as 40,000 had either fled en bexpelled—were
too much for the Czechs. Nor were the Czechs willo provoke the Ger-
mans by seeming to create a refuge for deported.Jéhe Czechs refused
them entry?®

Ousted from the Sudetenland, and barred from thucexl Czechoslo-
vakia, thousands of expelled Jews were now strantdetender tracts of no-
man's land between border crossings. Dispossedsestieoything, hundreds
dwelled in roadside ditches, completely exposedthi® elements without
food, water, sanitation, or an understanding of hbay had been identified
or why they were suffering this fate. South of Bnag 150 huddled beneath
hedges. Near Kostitz: 52 people. Outside Reigefn:pBople. Food ship-
ments sent by relief committees were blocked byc@zguards, German sol-
diers, or Party stalwarts. Then came rains to nfiagheir misery and muddy
their nightmaré’

The agony of these ditch people became an on-gepertacle for the
world's media. They survived from moment to momenly on the morsels
of food thrown in pity by passersby transiting boeders and disregarding



prohibitions on aid. When the trapped Jews werallfinforced back to the
German side, vicious mobs of jeering Nazis brugalithent®

But the Sudetenland was not enough for Hitler driye1939, the

Third Reich pressured Czechoslovakia to commesaawh anti-Jewish
ousters, including those Jews who had fled Germaugiria, and the Sude-
tenland. Czechoslovakia complied, hoping to fotkeatainvasion. At 6 A.M.

on March 15, 1939, the Reich invaded anyway. Gernmaps pushed into

all of Moravia and Bohemia. Hitler declared the Vehof Czechoslovakia a
Reich Protectorate under the iron-handed rule pbegped Governors. Now

all of Czech Jewry would be decimated. A stacchtnt-Semitic registra-
tions, expulsions, and confiscations soon descended all of what was

once known as CzechoslovaRfa.

Within days, newspapers were reporting the samaowtul fate for
Czech Jewry as experienced elsewhere. Doctors agmdhants were ex-
pelled from their posts and professional assagiati Synagogues were
burned. Signs forbidding Jews at cafes and otleeesappeared.

The suicides began. Thirty per day in Prague. Iric&jo, a number of
Czech refugees who had been admitted on tempoiaas formed a "sui-
cide colony." One member of the colony was Mrs.e&kdranger, who ended
her family's life in the Congress Hotel. First di@led her two young boys,
six and four years of age, out of the window of thiegteenth floor. She leapt
after them just seconds later. Police recoveredthakte bodies from the
Michigan Avenue sidewalk:

Registration of property and family members wasemded not only to
those who outwardly practiced Judaism, but thosénelk by the Nurem-
berg Laws as having three and in some cases, svasld grandparents. An
estimated 200,000 would be involv¥&d.

IBM was already in Czechoslovakia. Shortly aftetiédicame to power,

IBM NY had established a service bureau in Praghe.first school for

Czech salesmen was opened in 1935 about the taridutemberg Laws

were passed. In November 1936, Watson approvedigdating plant in a
small town near Prague, where sixteen printers\@ocutting machines

were installed. Some months later, as IBM rampedpsgrations, the com-
pany protested when Czech Customs changed the ogtapariff classifica-
tion from simplistic mechanical punches to statatmachines®

In 1937, Georg Schneider was hired as an additsadasman for

Prague. Within about a year, Schneider was tranesféo Dehomag in Berlin
"as a salesman and studying the German organiZalienmet Watson in
Berlin, as well as the company's leading Swissdbaseervisors. By that



time, Czechoslovakian State Railways was utiliziBg2 million punch cards
per year. In 1939, IBM Geneva and Dehomag agreatl Schneider should
return to Prague, where about sixty employees vehrlas the new co-man-
ager working with Director Emil Kuzcek. At aboutathtime, the Reich
opened the Statistical Office for the ProtectorateBohemia and Moravia,
located in Prague. IBM did not list itself in Czecbmmercial registries as
owning its own subsidiary. Instead, the subsid&a200,000 Korunas value
was held 102,000 by IBM's attorney in Prague, $t&ahmid, and 98,000 by
IBM's European General Manager John Holt, both raeting as nominees
for IBM NY.*

For IBM, the question was not how deeply Dehomaguldiocontrol all
Hollerith activity in Czechoslovakia, but once agaivho would share in the
profit. In the first days of 1939, after Germantgkeover of the Sudetenland,
and at the height of the Reich's threats to taler dive rest of Czechoslova-
kia, IBM worried about the bonus question with Hegeér, Rottke, and
Hummel.

On January 11, 1939, Watson's personal emissaryrisbla Chauncey,
drafted a letter for European Manager Holt in Geneneviewing how the
oral arrangement with Dehomag for "new territoriesiight work once
Czechoslovakia was included. So there was no nast@kauncey recited the
language from the oral arrangement. "In case Bl khould voluntarily
transfer the working of territories outside of Gamy to the Dehomag,™
Chauncey quoted, "we also agree that, upon theestpf the IBM, we can
be totally or partly excluded from the results bé tbusiness transactions .. .
as they have been agreed upon in the form of a sbdnuthe loan
agreements™®

Then Chauncey posited the question: "In the case Aoktria and
Czechoslovakia, should determination be made whethenot at this time
as to whether Rottke and Hummel should receivebtreefits from any busi-
ness within these two countrie$."

In an effort to create deniability about the demisi Chauncey added,
"under present circumstances it might be unwisetlier IBM to make the
determination.” Written by hand, the sentence ageén "but Dehomag
should when time is proper.” Thus, IBM NY couldiolathat Czech activity
was undertaken at Dehomag's sole decision—everghhoo such activity
could take place without Watson's permission.

Addressing the time constraints, Chauncey wrotepu'Ymight consider
whether Dehomag should have an understanding inatedygli because, of
course, there will also be involved a transferef assets in Austria and



Czechoslovakia® Chauncey's letter did not refer to "the Sudetahlan

which had already been swept into the Reich, baetBoslovakia"; although
Czechoslovakia was being daily threatened withilitecannexation, Ger-

many was still weeks away from its invasion.
A senior IBM executive, John G. Phillips, scribblesh the draft, "have
Chauncey see me." On January 17, 1939, the headilgd letter to Holt was
formally typed on letterhead and again submittedsémior executives for
review. Still maintaining deniability, the revisgdrsion suggested, "Under
present circumstances, we wonder whether it woeldriwise for IBM to

make the determination relating to territory andducts. We might con-
sider whether it would be more proper to have Rottkd Hummel write
Dehomag setting forth substantially the same thm@ the letter to Mr.
Gubelman. . .. You might consider whether Dehontagukl have an under-
standing immediately, because, of course, therkalgb be involved a trans-
fer of the assets in Austria and CzechoslovaXia."

But Chauncey's letter still seemed too sensitivesémior IBM execu-

tives, Newspaper headlines and newsreels werangasermany daily for

the Czech situation. After ten days, the letter stdlsnot approved, and

finally on January 27, Chauncey was instructed Hillips, "suggest we hold

on this for the present®

Dehomag lost no time in proceeding in Czechoslamakiith or with-
out settling the question of bonuses for CzechviagtiBut even if Rottke
and Hummel were willing to wait for a decision oanbises, Heidinger was
not. As Germany prepared to launch an invasion natjaCzechoslovakia,
Heidinger unleashed his own battle plan to secushae in the profit the
IBM organization expected in newly conquered teri#s.

GERMANY WAS facing economic collapse and began clamping dowriagn
payers and profiteers. Watson had refused to dedamprofit since 1934,
despite record multi-million mark earnings. Tax rarities reviewed RM
180,000 in IBM advances and loans to Heidingerien bf actual profit divi-
dends. Heidinger's money was declared a bonus nibermbhow it was
disguised—and he was ordered to pay RM 90,000 xastaOn January 20,
1938, Heidinger wrote to IBM's Holt in Geneva coaiping that no matter
what IBM called it, 'The German government consdéras a dividend and |
have to pay the [income] taxes." The levy was inittwh to his normal
income taxes. "That is impossible for me," he cdece "I would have to

burden my properties with a mortgage or to changstandard of life ***



Heidinger offered IBM an ultimatum: either decla® bona fide profit
and pay a dividend for prior years that would niet IRM 250,000—or he
would exercise an option requiring IBM to buy batdk shares in the com-
pany. For now, he was offering just one of his sbares. He would still re-
tain 9 percent. "Find out which . . . Mr. Watson ulb prefer,” Heidinger
asked-?

Alarms went off in Geneva, Paris, and New York. |BhMd no objection
to a stock buy-back. But everyone understood thateidinger reduced his
holdings below 10 percent that might cause Nazhaittes to re-examine
the Aryan nature of Dehomag. The company could kbee ability to use
"Deutsche" in its name, and might even be takem byekommissar&’® More-
over, in Germany's current state of war preparegjnasnch card technology
overseers in the Ministry of War could even dead¢akeover.

Letters flew across the Atlantic as IBM tried toaml its next move.
IBM's Geneva Controller J. C. Milner coolly inforchdRottke that the com-
pany had no difficulty declaring a dividend, butr@an law limited such
distributions to 6 or 8 percent—and that amount ldraaot be much more
than monies already advanced. As for Heidingeiingelback his stock, Mil-
ner curtly wrote, "we can take no decision on thiRottke wrote back,
encouraging New York to pay Heidinger. Stalling fone, Milner replied, "it
will not be possible to come to a final decisianuntil such time as | receive
a reply from Head Office'®

Rottke's reply was explicit: "I would gather . .the IBM does not wish
to purchase this interest [Heidinger's stock]nasmuch as a change of Ger-
man interests into foreign hands would be a disatdgge at the present
time. However, something will have to be done, beeaHeidinger needs
money and can or will obtain it by other means; athb will be able to
legally prevent him from selling®

Throughout spring 1938, more letters, conferencemd debates
streamed between IBM offices on both sides of ttean. Watson personally
called for written recommendations and proposeceegents from special
advisors, accountants, and attorneys both in andobuGermany. In some
cases, one translation wasn't enough for Watsoa. Wiole dispute was all
coming at a difficult time in view of Dehomag's exion plans. Austria
had just been annexed, and Germany was openly iptarthe takeover of
Czechoslovakia. Even as Watson was battling He@étlagdemand for
bonuses, he was cautiously negotiating the natudebanuses of Dehomag's
expansion into "new territories," such as Austrid &zechoslovaki®®

Watson compromised—in a way. With his consent, Dedgpadopted a



shareholder resolution for "an eventual dividentealeclared for the years
1935, 1936 and 1937." When it was, Heidinger wdndgaid his long

awaited bonus, less all his advances, of courdghelmeantime, Watson's
many outside advisors would provide the writtennagis about how much
profit was legally permissible to declare undersérg German law without
incurring confiscatory taxes and mandatory loanshto Reich. To assuage a
nervous Heidinger, Watson agreed to provide yetenamvances, RM 7,000
monthly for the remainder of 193%.

But Heidinger was impatient. While he had appe#hedax decision,

he did not expect to prevail. Soon, Heidinger wcdse to pay a huge
assessment. Dehomag's books reflected one mulipmihark record after
another—1938 alone would yield RM 2.39 million imnceded profits even
after IBM applied various intra-company devi¢&syet Watson still delayed
any decision on declaring a profit.

Finally, in late November 1938, just days after gtallnacht, a furious
exchange of correspondence between New York arlthBsicalated into a
stubborn standoff over dividing the money.
The squabbling culminated with Heidinger implyingpat Watson was
involved in defrauding the Reich tax authorities.a long, rambling and sar-
castic five-page letter to one of Watson's Berlitoraeys, Heidinger openly
conceded his stock was a sham. Referring to hisabed "preferred shares
in Dehomag," Heidinger declared, "My company sharnesno real preferred
shares, if for instance the Tabulating Division Vdoyield no net profit, while
the remaining divisions would earn a net profitsafy five percent, on my
shares, | would not obtain anything and the remagiriive percent are there-
fore not preferred in that case but disadvantadf€d."

Heidinger's letter repeatedly insisted the bogaseshrrangement

might be viewed by the authorities as a scheméyfla evade paragraph 3

of the law." He invoked strong words, uncharacterisf IBM's usual ambi-
guity. At one point, he referred to "a tax lialyilévaded by abnormal mea-
sures." The word "evade" was used repeatedly, ‘daxrevasion." Heidinger
even added an unsubtle hint of criminality, writitBut by no means must

we expose the Dehomag to the risk of a penal patisec' As was his style,

he flamboyandy concluded his pejorative missivetiwenewed hearty
thanks.*°

Watson sought help from Price Waterhouse. But thestjgious accoun-
tancy firm could only conclude Dehomag's financesrewvin supremely
profitable condition and that Heidinger deserved honus. In its lengthy
thirteen-page single-spaced analysis, dated Deae3Ghéd938, Price Water-



house declared: the only question is when and hawhnio pay Heidinger.
Moreover, warned Price Waterhouse, if Heidingaisted on selling his
shares, the value of that stock—real or not—wasgfaater than when the
original merger took place in 1934. Using rigidnaiples of valuation, Price
Waterhouse examined the pluses and minuses of grenad political and
tax environment, and the problem of blocked bankoants. The firm con-
eluded that each share of Dehomag was actuallythwoore to a purchaser
in Germany, than to a resident abroad." The repoderlined the words "in
Germany.*! For Watson, this meant that his shares were ndualy less
valuable than Heidinger's.

Indeed, Price Waterhouse asserted, Dehomag by amsure had only
become more valuable. The net worth of the comgdzeny essentially dou-
bled from its RM 7.7 million total investment in 39 to more than RM 14
million. Annual earnings were about RM 2.3 milliom,16 percent return on
net assets?

At the same time, more bad news came. Dehomag wgplying
machinery and spare parts to IBM for resale througleurope. IBM in turn
merely credited Dehomag's loan balance accountstfated and defiant,
Dehomag managers in mid-December 1938 unilatetslyan terming those
shipments "exports.” This triggered the Reich's méquiring actual foreign
currency payment, which Dehomag obtained by debitBM's precious few
dollar accounts in Germarty’

On January 3, 1939, IBM's Geneva Controller J. Glnéd mailed Wat-
son a long, detailed letter explicating the advdpsiee Waterhouse report,
searching for silver linings, parsing Heidingernicact language, and ulti-
mately trying to construct loopholes around thevitadility of either paying
Heidinger dividends or buying part of his stock.lM@r conceded that buy-
ing just one of Heidinger's shares would exposestitesidiary as American-
controlled™*

Milner explored all the possibilities. "If he [Hemder] died and the
stock was offered to IBM, in accordance with hisitcact, the higher book
value combined with the earnings of the company ldvqarobably force a
high valuation of the stock," asserted Milner. Maylhe company could pay
the elderly Heidinger in ten annual installments®ul@ Dehomag purchase
Heidinger's stock with blocked marks as an interphligation? Milner
offered a range of options, none of them promisiag.

It seemed to be a no-win dilemma for IBM. Purchasfe Heidinger's
stock was out of the question, asserted Milnerabgse no one could predict



what the Reich economic and taxing authorities @ald. On the other

hand, once dividends on the 1935— 1937 period Vi@mally paid to Hei-
dinger, he would next ask for dividends for 1938wbuld continue annu-
ally even as the company's value escal&fed.

Clearly, money was a pressure tactic IBM could tksdinger was

receiving a monthly allowance of RM 7,000 for dil®38. Milner had some
weeks earlier reminded IBM attorneys in New Yoitke€'last payment on

this account will fall due in December. It will thée necessary for a deci-
sion to be made regarding the year 1939."

Heidinger was being squeezed. Not only was heditdyla RM 90,000

tax, but because of the protracted reporting déb&yman tax authorities

had added a mandatory loan to the government, nedaactive for the

three wars 1934-1937, and that loan totaled RMQ&EL,He could never

afford that without help from the company. Watsowerstood that, and cut
off Heidinger's RM 7,000 monthly advanté.

In a March 13 letter, Rottke implored Milner to adee Heidinger the
money needed for the mandatory |d&hHeidinger was clearly desperate.
Tax monies would be due within a matter of weeks. thd accommodated
Watson all these years. Now he needed help.

Watson was unmoved. On March 15, the day the Nazéshed into

the remainder of Czechoslovakia, Milner calmly aeed Rottke, expressing
regret for a "very awkward condition.” But in factsisted Milner, it was Hei-
dinger who had insisted that dividends be paidoi# the taxing authority

had imposed mandatory loans, that was Heidingestslgm. Indeed, IBM
attorneys in Berlin had carefully studied curreggulations and determined
that IBM had actually advanced monies above thal legit. 'Therefore,”
asserted Milner, "it is Mr. Heidinger who has reeei too much money, and it
is he who should make arrangements to invest tigusuwith the Loan

Stock Bank.'®

In describing the mess to the IBM NY officers, Mimcaustically noted,
"We cannot be blamed if Mr. Heidinger's own goveeninwill not let him
draw adequate cash dividends. On the other haisl inbreases the hazard
of his offering to sell us some of his stock'"

In the meantime, IBM was negotiating with the sdiasiy's two other
managers, Hummel and Rottke, over the profit siygslan for Dehomag's
activities outside of Germany. On March 21, sixslafter Czechoslovakia

had been seized, even as Poland, Lithuania, aed cdintries were being
actively threatened with German invasion, IBM Ewap troubleshooter



Harrison Chancey dashed a short note off to Rhilgibout the bonus terms
for "new territories" to be handed to Dehomag. ‘nder," Chauncey asked,
"if the further changes in the German politicaligtton require any consider-
ation of this subject at this time?" Phillips inWeé/ork scrawled a note back,
"Considering present changes in the map of Europe@t d/ou consider it
best to wait?**?

It was no longer just Austria and Czechoslovakidea@y, other nations
would soon come under Dehomag's sphere of influelB was trying to
plan ahead.

BRINKSMANSHIP WAS Watson's specialty. First he instructed Holt notgtm
to Berlin to participate in a scheduled sharehaldeeeting. Hence, no deci-
sion could be voted on Heidinger's request. As almh passed, Heidinger's
financial situation worsened’

Then, on March 31, 1939, Watson cabled Holt: "Lo&feidinger
150,000 marks to pay Loan Stock Account and alsbosize you to vote for
payment of 8% dividend, you to invest our dividemdney in real estate."
Under German law, 8 percent was the legal limit IRguld pay without
incurring additional taxation. The 8 percent divide was to be paid
monthly just as the advance was. But 8 percent avtatal RM 3,500, just
half of what Heidinger needed to pay his bills dadf the 16 percent return
identified by Price Waterhous#&. Heidinger needed RM 7,000 per month.
He was fed up with IBM and Watson.

APRIL 26, 1939
Thomas J. Watson
President of the IBM
New York

Dear Mr. Watson!

As you know, up to the end of last year, | receivad monthly
payment of RM 7000—as an advance on account ofdelids....
these payments have been stopped since Jan. 39nce that date, no
shareholders meeting took place and therefore aesmonding resolu-
tion could not be formed.

A meeting has been called for April 11... Mr. Hakplied ... "it is
not convenient for him to come Berlin" and that hets solely in the
capacity of the chief stockholder, the IBM...



April 14, Mr. Rottke wrote to Mr. Milner... sayingamong other
words: "l seriously fear that Mr. Heidinger gets @onomic difficulties
. therefore | beg you kindly to discuss this itemith Mr. Watson in
Paris . . . Today, Mr. Rottke informed me that lezeived a letter of
Mr. Milner ... "to advance to Mr. Heidinger on acct of dividends
for 1939, a sum equal to eight percent of his eamhare in Dehomag.
(That means RM 3,500). This may be advanced monthlyand can
be ratified at an eventual meeting of the parthers. That means that
the IBM either does not like my partnership or aadt that it does not

attach great value to maintain my partnership énehomag.
Unnecessary to say how sorry and how deeply degess feel
about such an attitude, which in all probabilitydenmy partnership ...

I herewith offer my shares ... in the Dehomag te IBM ... negotiate
with me about the purchase price ... accept thestea of the shares
to IBM.

I would be very happy and highly appreciative ife ttpersonal rela-
tions which have been created during the past 28rsydetween me
and the different gentlemen of the IBM ... and lesw you and me
will not be changed ... Again expressing my deepegyret, | beg to
accept my personal regards and remain

very sincerely yours,

Willy Heidinger®®

Rottke openly conceded the contract between IBM &teldinger had
"been made under an unlucky star, [and] appearbetdhe source of all
evil." But he nonetheless warned Watson again thafleidinger's shares
were transferred to a foreign source Dehomag wqutbably not be per-
mitted "the use of the word Deutsche (German) a®rerprise recognized
in Germany as Germar’® That disaster had to be avoided at all costs. To
IBM's doctrinaire German managers, including Hegéin Dehomag repre-
sented far more than just a profit-making enteeprito them, Dehomag had
the technologic ability to keep Germany's war maehautomated, facilitate
her highly efficient seizure of neighboring coues; and achieve the Reich's
swiftly moving racial agenda. If IBM's subsidiaryere deemed non-Aryan,
the company would be barred from all the sensifiwejects awaiting it.
Hitler's Germany—in spite of itselfl—would be demuv of the Holleriths it
so desperately required.

From Watson's point of view, Germany was on thenkorof unleash-
ing its total conquest of Europe. IBM subsidiagesd be coordinated by



Dehomag into one efficient continental enterpniseying parts, cards, and
machines as the Reich needed them. The new ordeHitler promised was
made to order for IBM.

In July 1939, Watson arrived in Berlin to persopathediate with Hei-
dinger. A compromise would be necessary. The stals too high for the
Nazis. The stakes were too high for capitalism. Bwtas the Germans who
gave in, deferring on Heidinger's demands for a faanths under term
Watson dictated. "Watson now controlled somethimg Third Reich needed
to launch the next decisive step in the solutionthef Jewish question, not
just in Germany—but all of Europe. Until now, thasfest punchers, tabula-
tors, and sorters could organize only by numbelse fesults could then be
sorted by sequentially numbered profession, gedagajocale, or popula-
tion category. But now Watson had something newpavaerful #’

He had the alphabetizes.



7 DEADLY COUNT

ON MAY 17, 1939, GERMANY WAS SWEPT BY5@,000 CENSUS
takers, mainly volunteers. They missed virtually poe in the Greater
Reich's 22 million households, 3.5 million farmhesis
5.5 million shops and factories. Teams of five tight census takers
fanned out through the big cities such as Berlirankfurt, Ham-
burg, and Vienna. Towns and villages were dividedo i districts of
thirty homes with one census taker assigned to .e&@dme 80 mil-
lion citizens in the Greater Reich, including Genma Austria, the
Sudentenland, and the Saar, would be classed a&uogortb their
ancestry.

There was little question to the world that the M&39 na-

tional census was racial in nature. New York Tiroegerage of the

mammoth project made clear that this census waarlolide de-

tailed information on the ancestry, religious fatid material pos-

sessions of all residents. Special blanks will levided on which

each person must state whether he is of pure 'Abjand. The

status of each of his grandparents must be giversainstantiated

by evidence in case of inquiry."

Certainly, by May 1939, virtually every "practicidgw" had

been registered, surveyed, numbered, and sortedroumtimes

in a series of overlapping, often disjointed, caigps. The purpose

of the 1939 census was to identify the so-calledial Jews" in



Germany proper, add Jews of any definition in the territories of the
expanded Reich, and locate each individual bef@imgb ghettoized or sub-
jected to other action. Indeed the ghettoizatiooreks had begun that very
month. In addition, Germany was preparing for aif-avar and without the
census, it could not identify exactly where all itsaftable men were,
which women would step into their economic shoeseomobilized® As
such, the census was vital to Hitler's two-frontrwane against the Jews,
and one against all of Europe.

Understandably, Dehomag's 1939 undertaking dwardegthing it had
attempted before, including the 1933 Prussian cenblonths of intensive
training, conducted in thousands of sessions, pedpbegions of volunteers
for the critical mission. Police and their auxiies were mandated to support
the count "with all their powers" and "to functias census-takers in difficult
and confusing residential areas," according taiaffiregulations.

The additional Hollerith machinery assembled wasssive: 400 elec-
trical key punches, 10 gang punches, 20 summarghasn 300 key punch
verifiers, 70 sorters, 50 tabulators, 25 duplicgt@and 50 D-11 VZ tabula-
tors. The Reich had imposed seemingly impossihigetadelivery dates for
November 1939. So to increase speed, Dehomag'sieangi converted their
versatile D-11 calculating tabulator into a pureurting machine dubbed
the D-11 VZ. The improvised device could process00Q@ 60-column
punched cards per hour in sixteen counters and ghecision-punch its own
summaries onto 80-column cards. Eighty million sarere actually uset.

A special envelope containing a so-called Suppleate@ard was cre-
ated. This all-important card recorded the indiaithu bloodline data and
functioned as the racial linchpin of the operati@@ach head of household
was to fill out his name and address and then deatitis family's ancestral
lines. Jews understandably feared the newest fabatibn. Census takers
were cautioned to overcome any distrust by assudnglies that the infor-
mation would not be released to the financial atities °

But it was not German taxing agencies that were rtizst eager for the
new data. It was the Nazi Party structure and Rséturity forces seeking to
locate additional Jews and other undesirables. eihdehe final data was
intended to help comprise a single national regiéte the entire Greater
Reich. Each card carried a single column codedd&scent, designed into
the card prototype long before the census was hadhcA letter from the
Order Police to the Ministry of the Interior at tled of 1938 explained:
"This column on the registration card is includede filled out at the right



time. That time should come in May of next yearimgithe population,
occupation, and company census. The regular questi@ will be supple-
mented by an additional card. This card will in@ute question of whether
the person had any fully Jewish grandparent. Suresyits will then be
evaluated using this registration cafd."

The 25 million Supplemental Cards—one for each ebakl—repre-

sented a virtual doubling of census files. To cafi the volume and still

meet deadlines, the census tabulation was dividedwo operations. First,
each special envelope containing a Supplemental Was labeled to corre-
spond to the household's general questionnairegatith the district and
municipality of origin. Then local officials, geradly the police, affixed the
letter "J" to both the questionnaires and cardsatyf Jewish familie$.
The words "Do Not Send Directly to the [Berlin] fdtical Bureau"
were printed on every envelope. Instead, both émeal questionnaire and

its companion special envelope were sent to thomagstatistical offices for
the tedious quality control procedures. Did the ebopes match up to the
guestionnaires? Were Supplemental Cards contaiaiigl data and the
general questionnaires filled out completely? Justparing the 25 million
census forms and 25 million Supplemental Cardspfmcessing required a
behemoth manual operation. Once approved, the iqoeatres and cards
were transported to Berlin and separated. The Suoppital Cards were
sorted into three groups: non-Aryans, "higher ethtgeople,” and all oth-
ers. These were then tabulated to yield the raeitl’

Never before had so many been counted so thoroagiahyguickly.

The Reich Statistical Office hired an addition&() staffers to process the
forms and race cards, which were enough to fillertban seventy boxcars.

As in 1933, Dehomag created cavernous counting s@rd management
offices at the Statistical Office headquarters grld to tabulate the informa-
tion. Initially, Dehomag's army of operators punth0,000 cards per day.
With time, the volume reached one million daily.eTbompany met its dead-
line. Preliminary analyzed results were ready byédober 10, 1939, the
one-year anniversary of Kristallnacht, and, morgadnmandy for Hitler, the
anniversary of Germany's surrender in the Great®Var

Intense demand to access the final information awgiat Jews came
from competing Nazi organizations as well as statd national government
bureaus. But anxious local and state agencies wuaNe to wait. For exam-
ple, municipal officials throughout Saxony askeckithregional statistical
offices if they could examine the census data fospeed their ghettoization



and confiscation campaings. But the Reich Stasis@ffice in Berlin said no.
Greater priority was granted to the SD and AdolhBiann's Referat Il 112,
which both received copies of all census regisiralists’*

The census yielded exactly the data Nazi Germangdew including
data for the areas beyond Germany. Within monitnisgkample, bureaucrats
in the Austrian Statistical Office had compiled @amplete profile of Jewish
existence in the country. A report dispatched taciRefficials opened with
the explanation: "In the census of May 17, 1938, dbestion was put for the
first time whether one of the individual's grandpas was a full Jew by
race." With stunning specificity, the extensive soany concluded, "Accord-
ing to the initial results of this year's censimeré were 91,480 full Jews and
22,344 part Jews of Grades | and Il in Vienna asMaly 17, 1939. In the
remaining Reich Districts of the Ostmark there w&873 full Jews and
4,241 part Jews." Tables displayed the Jewishgalizided into full Jews, as
well as Grade | and Grade Il Jews. Each of thos@gdations was sub-
divided between male and female and then delinedigtdct by district for
all of Vienna. In Innere Stadt: 116 Grade Il femdns. In Aimmering: 27
Grade Il males. In Wieden: 31 Grade | males. Peenaismbers were tallied
for key regions as well: Salzburg, Tirol, and o#1ér

Dehomag's final calculations yielded a grand tatél 330,539 so-called
"racial Jews" still dwelling within the expanded i&te—Germany, Austria
and the Sudetenland. This was far less than tha& pvibjections of 1.5 mil-
lion generated four years earlier when the Nurembemws were drafted.
The new count showed 138,819 males and 191,720ldemanore females
because about 35,000 Jewish wives had become widowaletached from
refugee men. Clearly, through persecution, emignatideath during incar-
ceration, and outright execution, Greater Germany lost about half its
originally counted Jewish population of some 500,00ncluding Jews
added when the Saar region was annexed in 1935. dyuadding Austria
and the Sudetenland, the Third Reich discoveretlihal939 it had actually
gained an additional 96,893 Jef¥s.

Moreover, there were hundreds of thousands mores Jaw the old
Czechoslovakia, now called the Protectorate of Boheand Moravia. Mil-
lions more existed in Poland and other countrieEurope that Germany
planned to conquer or dominate. Indeed, the sanmmen&e refugees would
be encountered again and again as they fled fradiomi nation.

Emigration and deportation would not work. Jewiskfugees were
being, or would be, reabsorbed as Germany annexéavaded new territo-
ries in Europe. Dehomag's humbers told them exactly many Jews could



be found in the Greater Reich, and soon | BM subsiek throughout Europe
would help compile the numbers for invaded teriéoras well. It seemed
the more the Reich achieved its territorial gotiie, more Jews it encountered.
A better solution would be needed.

BY 1939, Nazi race policy had evolved. No longersw@ermany's anti-
Semitic crusade content with just ridding the Gee&eich of Jews. Hitler

had always wanted all Europe completely Jew-freepursuit of that goal,
NSDAP forces had spent years subversively cultiggpiaramilitary Fascist
surrogates worldwide—from Brazil's Integralite Bad Syria's Phalange
militia. Europe, of course, was the Nazi success/sRomania's Iron Guard
was highly organized and impatient. In Hollandyés the Dutch Nazi Party.
Polish Brown Shirts terrorized Jews. In Hungare, #irow Cross Party agi-
tated. In Croatia, blood-lusting Ustashi could wait. Whether their shirts
were black, brown, or silver, whether of Germanastion or merely anti-
Semites in other lands, these people could bedrafsen to preach Hitler's
ideology of Jew-hatred, racial castes, and Arygresarity ™

Wherever those of German ancestry or ultra-natistsaéxisted, the

Reich sought to use them as advance troops orghaipeind strict Aryan
principles. The Auslandsorganisation of the NSDaassociation of German
Nazis living abroad, was the backbone of this mauetmBerlin expected
members to help achieve its goals. Typical washdighed exhortation in the
German press demanding all Aryans to observe ragighl purity. In that

same vein, Goering had demanded quite publiclysrspeeches that Ger-
mans living in other countries terminate all Jewestiployees and "be the
servants of this Homeland®"

But keeping track of potential German sympathizgiebally was a
prodigious task. As early as summer 1938, the Gerifhareign Institute
at Stuttgart began compiling what it called a "Gannworld migration regis-
ter" to help identify its friends in other counsieAdvocates insisted "[t]he
World Migration Book must represent more than adcewdex but a Ger-
man world . . . [where] eternal Germanism may livehe Stuttgart Kurier
asserted that the Migration Book would remind Gersnavorldwide of their
"never ending task to work with word and deed & thaintenance of the
German race'®

Even as it rallied Nazi cohorts throughout Eurof@erlin pressured its
neighbors to adopt anti-Semitic policies along Aryaes to forestall Ger-
man aggression. For example, just days before ¢hehRnvaded Czechoslo-



vakia, Berlin offered to respect Prague's bordemty of it submitted to a
three-prong ultimatum: delivery of one third of gsld reserves, dismantling
of its army, and an immediate solution of the Jewpsoblem” according to
Nuremberg racial definitions.

Country after country adopted laws identical to r@@m race policies,
ousting Jews, confiscating their assets, and axganitheir expulsion long
before the Reich crossed their borders. By sprig@891 Hungary had already
passed a series of anti-Jewish measures, includitdy expropriation, profes-
sional exclusion, and citizenship annulment. A Néark Times headline on
the question declared, "Aim to Head Off Nazis." \awf pogroms and Nazi-
style anti-Jewish boycotts and economic expulsioad long been sweeping
Poland, especially in areas with many so-calledkstbéutsche, those of Ger-
man parentage. By 1937, a leading party in thesR@bvernment, "the Camp
of National Unity," declared the popular campaigad hbecome official, to
the delight of German-allied Polish Fascists. Simipersecution was regu-
larly debated in Romania, Czechoslovakia, and Litlia Eventually the
majority of Europe would soon legislate Jews ouexiktence. It was all part
of Berlin's new continent-wide irresistible sphefanti-Semitic influencé®
While Berlin was igniting anti-Jewish campaigns mweéhere, NSDAP
forces were quietly gathering population details d#ws throughout the
Continent and preparing for the day when Nazi-irgpicoups or outright
invasion would permit the instant liquidation ofeodewish community after
another. Nazi race and population scientists iniizpunch card systems
were a crucial component of this effort.

Typical was a Nazi operative named Carl Fust, whas vecouting church
records for familial information in Lithuania asrfeack as 1936. On June 29,
1936, he reported his progress to the ReichssippeimaBerlin. "I have now
also registered all known books of the Tilsit Menit® Community,” wrote
Fust. "It was quite a task to find the present tiocaof the books . . . The
entries ... go partly back to the year 1769; howevrdividual data goes
back as far as 1722°'The Reichssippenamt automated its files with Hitiie
machines.

On July 2, 1936, several Nazis met in a Breslau tmrdiscuss the serv-
ices of Fritz Arlt, a Leipzig statistician. Arlt Hacreated a cross-referenced
card file on every Leipzig Jewish resident, downstwcalled quarter-Jews.
What made Arlt's expertise desirable was that kgl also listed exactly
which ancestral Polish towns their families origath from. At the Breslau
meeting, Arlt was assigned to work with the seguoffices of the Ansland-
sorganisation. His groundbreaking Polish demograpdy deemed so piv-



otal, Arlt was asked to journey to Berlin to assiEchmann's Referat Il
112, with travel expenses to be paid by the 8D.

The Reich did everything in its power to extenccegsus, registration,

and genealogical reach throughout Europe. Onewditied or forced its
political domination in a neighboring country, dutd then immediately

locate both racial and practicing Jews. Berlin pabit could be done in Aus-
tria and the Sudetenland. But such demographis teatope-wide would

be impossible without detailed, automated inforovatibout Jewish citizens

in other lands. That required more than the ressuof the Reich Statistical
Office, it required multi-national statistical caaation.

IBM subsidiaries throughout Europe had long beenrkimg in unison
to take advantage of political and military eveirntsEurope. Salesmen con-
stantly shutded from various countries to eithewNé&rk or Berlin for train-
ing, and were then transferred back to their oalyioountries to oversee
punch card operations. In late 1939, with Thomags@fas consent, an inter-
national training school for IBM service enginedlsoughout Europe was
opened in Berlin. IBM lectures and demonstratioos rhilitary leaders and
government leaders were frequent—all under the hfigiceye of IBM's
Geneva officé

In the first three months of 1939 alone, IBM Swedssid 1.9 million
punch cards to Denmark, 1.3 million to Finland, 65,000 to Norway.
IBM NY sold 1 million cards to Yugoslavia, and 7000 to Spain. Dehomag
sold 261,000 to Hungary.

On February 16, 1939, Reich legal authorities anoed that the term

Aryan would be replaced in many instances by ateem: European racial.
Under the new guidelines, other ethnic groups aodg, such as Germany's
Romanian and Hungarian allies, could be alloweekist?® But a Jewish
presence would be allowed nowhere on the Continent.

By late spring 1939, Europe was wracked by incréadleMNazi land
grabs and invasions in Austria, Czechoslovakia,taadviemel region of
Lithuania. Massive German military buildups, indhgl troop concentrations
on its extended frontiers, threatened Denmark, riéblaHungary, Luxem-
bourg, Belgium, Holland, France, and England. EeaopJewry, including
thousands of refugees, was threatened with exdimcti
Regardless, Watson went full speed ahead with pléors the 1939
International Chamber of Commerce Congress. Otliginacheduled for
Tokyo, Watson had relocated the conference to Gogmgam after a troubled
Japan withdrew. In Copenhagen, Watson planned tke nés most stren-
uous appeal yet for raw materials to be handedtov&ermany. As usual,



Watson sought political cover for his activitiese hvrote to President
Franklin D. Roosevelt on June 9, 1939, for the Lispan letter of support. This
time, Watson was more careful. "We should like vaych to have a message
from you to be read at our opening session on Rfne. . [as] in our last
Congress in Berlin in 1937, and if it's still costsint with your policy

The world had changed dramatically since 1937. @aymwas a promi-
nent participant of the Watson-dominated ICC CosgyreDiplomatic rela-
tions with the Reich had been sorely strained siKcstallnacht and the
various invasions. War was around the corner. Wiagbin did not want to
act as though it was business as usual for Nazin@®y in international par-
leys. Unsure White House staffers shunted therlatieSecretary of State
Cordell Hull, asking him to prepare Roosevelt's gmnt "if you approve the
sending of such a message."

In Copenhagen, at the ICC Congress, Watson's pre-Axroposal
exceeded anything the State Department could hapected. He champi-
oned a resolution whereby private businessmen ftben three Axis and
three Allied nations would actually supercede tlggivernments and negoti-
ate a radical new international trade policy desthto satisfy Axis demands
for raw materials coveted from other nations. Thmsilessmen would then
lobby their respective governments' official ecormomdvisors to adopt their
appeasement proposals for the sake of averting Ivegmically, the raw mate-
rials were needed by Axis powers solely for theesalkwaging waf®

On June 28, under Watson's leadership, the ICC egass resolution
again calling for "a fair distribution of raw maitds, food stuffs and other
products . . . [to] render unnecessary the movesnehtarmies across fron-
tiers." To this end, the ICC asked "the governmentSrance, Germany, ltaly,
Japan, the United Kingdom and the United States each collaborate with
their own leading businessmen . , . with respechdtional needs . . . [and
therefore] give all countries of the world a faipportunity to share in the
resources of the world”

Even as Watson angled for Germany to be ceded mane materials,
Germany was openly raping invaded territories. dlasts before, on June 2,
the New York Times carried a prominent story hewatli "Terrors of Nazis
Related by Benes," based on an international rédaadcast pleading for
anti-Nazi resistance. In the article, purged Czsldhwakian President Eduard
Benes detailed the Reich's methodical theft of @zeesources since the
March 15, 1939, invasion. "Dr. Benes told of a oratof 10 million persons,”
the New York Times related, "until a few months ggoud and free, being
systematically enslaved, degraded and robbed ofaterial and cultural



possessions. The article indicated that Germaayg ‘tbbbed and transported
to Germany more than 35 billion crowns ... [$1.2idn] of Czecho-Slovak
property.“®

Benes declared, "You all must have heard how then&e dictatorship

is devastating the beauty that was Czecho-Slovhkia,splendid forests are
being destroyed and the lumber carted away to Gernfeow public build-
ings... are being divested of their window franwgheir glass windows, of

all materials ... all supplies have been takentearsported to Germany....
Factories are being ruined and industry cripplethashinery is carried

away for war purpose$>

He added, "Czech families spend nights in the wpadst daring to
sleep in their own beds for fear of Nazi pogromsidAGerman peasants,
excited by the Nazis who have come from Germanythat purpose, bran-
dish scythes and cry, 'The bloody night is comify.’

No wonder the German delegate to the ICC enthirsadigtlauded

Watson's proposal, which only sought to legitinbgeprivate consultation

what the Third Reich was undertaking by force.igfimal speech of the
Congress, Watson himself summed up the misery ewastiation in the

world as a mere "difference of opinion." His sabdatiof businessmen confer-
ring to divvy up other nations' resources to aJaither aggression was

offered with these words: "We regret that thereusrgatisfactory economic

and political conditions in the world today, witlgeeat difference of opinion
existing among many countries. But differencesmihion, freely discussed

and fairly disposed of, result in mutual benefitl amcreased happiness to all
concerned™

But so enthusiastic was Watson that he quickly evrdb President
Roosevelt, attaching transcripts from the confezeand explaining that the
concept of a private survey by businessmen to vesahd rewrite trade bar-
riers was his invention. "You will note that thissplution does not suggest a
political conference," Watson pointed out to thedRient, stressing the non-
governmental procedure. But, he added, once theatprirecommendations
were tendered, the six nations might then callaiorinternational meeting to
ratify the suggestions. Watson concluded his leatieicating that he had a
"great deal of background" on the topic "which &fer to present to you in
person." He added a tantalizing triviality: "I aleave a very interesting per-
sonal message to deliver to you from [the Danismanch] His Majesty,
King Christian X.%

Watson's embarrassing correspondence asking td BRomsevelt began
bouncing around the State Department, Divisionwbgean Affairs, Advi-



sor on Political Relations, Division of Trade Agmeents, Department of Pro-
tocol, Division of International Conferences, Offiof the Advisor on Inter-
national Economic Affairs, and Cordell Hull perstypaOne protocol chief
wrote, "it is not a matter for us . .. Mr. Watsoeirlg an American, we would
have nothing to do with making an appointment fon o see the Presi-
dent." Another offered a hairsplitting technicalifWatson was the outgoing
president of the ICC. His July 5 letter to Roosewvehs written a few days
after being succeeded at the ICC. Therefore, "sdoot appear that it is
necessary to comment. . . inasmuch as Mr. Watsow inger President of
the International Chamber and the resolution dagscome to us officially
from that body.*

Finally, an innocuous three-sentence say-nothinglyrewas cobbled
together for the President's review after beingjal@d by no fewer than ten
Department officials. It read: "My Dear Mr. Watsdrhave received and read
with interest your letter of July 5, 1939, in regjdo the meeting of the Tenth
Congress of the International Chamber of Commergmte that you desire
to discuss some of the background of this meetiith me in person and to
deliver to me a personal message from His Majesig KChristian X. | shall
look forward to seeing you after you return to gosintry.®*

In explaining so unresponsive a reply to Watsot&barate letter, a key
State Department official, John Hickerson, cauByicarote, "It seems to me
that the attached draft letter for the PresidentMio Watson says about as
much as the President could appropriately say. hdibsee how the Presi-
dent could well comment on the resolution discussedhis letter recom-
mending that the Governments of France, Germaaly, Ilapan, the United
Kingdom and the United States appoint economicesgmtatives of their re-
spective governments to work with businessmen igane to ‘their own
needs and what they are able to contribute togkesof other countries™
Watson sent Hull a letter almost identical to thee che sent to Roose-
velt. The same State Department group that forredl&oosevelt's response
proffered a similar reply for the Secretary of 8faamounting to little more
than a simple and non-committal thanks to Watsan'your letter regarding
the activities of the Congres¥."

But Watson would not desist. He sent formal litlagaired resolutions
to the State Department hoping to rally its supportan international con-
ference of business executives to parcel out thedisoresources. One State
Department assistant secretary could not help botneent on the similarity
of Watson's suggestion to the Axis' own warlike dads. "This is, of course,
a political question of major world importance,"ote the assistant secretary,



and one upon which we have been hearing much fremmény, Italy and
Japan. It occurs to me that it is most unforturibte Mr. Thomas J. Watson,
as an American serving as the president of thernat®nal Chamber of
Commerce, should have sponsored a resolution sfctharacter. It may well
be that his resolution will return to plague ussaime future date." That
comment was written on October 5, 133®y then it was unnecessary to reply
further.

Poland had already been invaded. World War Il tegluh.

HOURS BEFOREdawn on September 1, 1939, SS Officer Alfred Nakgoc
was preparing to launch World War Il. For days, jdaks' detachment of
German soldiers had been waiting. Sometime befot® A.M., he received
the code word from Berlin. Working methodically amagcording to plan,
Naujocks' men donned Polish uniforms and stagedka fhttack against a
German radio station. Drugged concentration campaias were dragged
into position and smeared with blood to become '‘Berman casualties."
This sham provided Hitler with the pretext to lannOperation Case White
- the invasion of Poland.

Germany's assault was the fiercest and fastesstoryy Hundreds of

airplanes mounted a sustained bombardment of Psleaitfoads, storage
facilities, troop encampments, and cities. Sixsioms of coordinated troops,
tanks, and artillery ravished Warsaw. Within ddie, New York Times and
other newspapers reported that three-fourths ohrofithe firebombed

and shell-battered capital was reduced to smokibple. So unique was

this attack, it was dubbed Blitzkrieg, or lightniwar. Britain and France
declared war just days lat&r.

Poland, essentially unarmored and in many casdeydeg horse cav-

alry, held out for twenty-seven fierce days beftse&omplete capitulation.
News of barbarous massacres, rapes, inflictedagtany systematic deporta-
tions, and the resulting unchecked epidemics maddlimes around the

world. In one incident in Nasielek, some 1,600 Jexssse whipped all night in
what was termed a "whipping orgy.” Two Jewish sssteere dragged from
their beds in the night and taken to a cemeterg;veas raped and the other
given five zlotys and told to wait until next timshortly after the war began,

a New York Times article headlined "250,000 Jested As Dead in Poland®
Polish Jewry numbered more than 3 million person@-pdrcent of the

Polish population. Atrocities, rapes, and massaovekl not wipe them all
away. Deportation to labor camps was underway sBatething more drastic



was needed. A German military review of specifiicats in Poland declared,
"It is a mistake to massacre some 10,000 Jews alas,Pas is being done at
present . . . this will not eradicate the idea ®fdish state, nor will the Jews
be exterminated®*

On September 13, the New York Times reported théche dilemma
with a headline declaring, "Nazis Hint Purge of daw Poland,” with a sub-
head, "3,000,000 Population Involved." The artigleoted the German gov-
ernment as declaring it wanted "removal of the dPoldewish population
from the European domain." The New York Times thelded, "How . . . the
‘removal’ of Jews from Poland [can be achievedheuit their extermination
... is not explained??

SEPTEMBERY, 1939

Mr. Thomas J. Watson, President
International Business Machines Corporation
590 Madison Ave.

New York NY USA

Dear Mr. Watson:

During your last visit in Berlin at the beginningf duly, you made
the kind offer to me that you might be willing tarfish the German
company machines from Endicott in order to shortam long delivery
terms. I... asked you to leave with us for studyrppees one
alphabetic tabulating machine and a collator out the American
machines at present in Germany. You have compliéth ¢his request,
for which 1 thank you very much, and have addedt tha cases of
urgent need, | may make use of other American mashi..

You will understand that under today's conditiona, certain need
has arisen for such machines, which we do not bafidyet in Germany.
Therefore, | should like to make use of your kinfleo and ask you to
leave with the German company for the time being Hiphabetic tab-
ulating machines which are at present still infdrener Austria....

Regarding the payment, | cannot make any concretpopals at the
moment, however, | should ask you to be convindeat i shall see to
it that a fair reimbursement for the machines Mith us will be made
when there will be a possibility. ...

... [A]t the time that the German production of gbemachines ren-
ders it possible, we shall place at your disposal.. German machine
for each American machine left with us.



This offer, made orally by you, dear Mr. Watson will undoubtedly
be greatly appreciated in many and especially mspte circles....
We should thank you if you would ask your Genevajaaization, at
the same time, to furnish us the necessary repaits pfor the mainte-
nance of the machines....

Yours very truly,

H. Rottke

cc: Mr. F. W. Nichol, New York

cc: IBM Genev&

IBM's alphabetizer, principally its model 405, wastroduced in 1934,
but it did not become widely used until it was petéd in conjunction with
the Social Security Administration. The elaboralghabetizer was the pride
of IBM. Sleek and more encased than earlier Holisrithe complex 405
integrated several punch card mechanisms intoglesihigh-speed device. A
summary punch cable connector at its bottom fatdd the summarizing of
voluminous tabulated results onto a single sumntarg. A short card feed
and adjacent stacker at the machine's top washattat a typewriter-style
printing unit equipped with an automatic carriageptint out the alphabet-
ized results. Numerous switches, dials, reset kaysontrol panel, and even
an attached reading table, made the 405 a veryneijge and versatile
device. By 1939, the squat 405 was IBM's dominaathine in the United
States. However, the complex statistical instrunvess simply too expensive
for the European market. Indeed, in 1935, the compeas still exhibiting it
at business show$.Because the 405 required so many raw materiatgjdn
ing rationed metals that Dehomag could not obtd]'s alphabetizer was
simply out of reach for the Nazi Reich.

But the 405 was of prime importance to Germanyitfocritical ability

to create alphabetized lists and its speed forrgétabulation. The 405

could calculate 1.2 million implicit multiplicati@nin just 42 hours. By com-
parison, the slightly older model 601 would neef@ BOurs for the same

task —fundamentally an impossible assignnfént.

More than 1,000 405s were operating in American egowment bureaus
and corporate offices, constituting one of the canys most profitable
inventions. But few of the expensive devices wargndnere in Europe. Previ-
ously, Dehomag was only able to provide such mashto key governmental
agencies direcdy from America or through its otBeropean subsidiaries—a
costly financial foreign exchange transaction, \whaétso required the specific
permission of Watson. Germany had taken over Padaddvar had been



declared in Europe. Such imports from America waselonger possible. But
Dehomag wanted the precious alphabetizing equipragihtin Austria: five
variously configured alphabetical punches, two ahl@tical interpreters, and
six alphabetical printing tabulators, as well ag awollator. However, these
valuable assets were still owned and controllethbyprior IBM subsidiary®
Watson would not transfer the assets or give thestrfan machines to
Dehomag without something in return. The exchangegan by a return to
the issue of Heidinger's demand to sell his stdcke could not receive
the bonuses he was entitled to. Watson tried tosgethe confrontation by
suddenly agreeing to advance Heidinger the moniesnéeded. Watson
wrote Rottke, "When | was in Germany recently aséed to Mr. Heidinger,
he gave me to understand that he was in need oé snaney to meet his
living expenses. As a stockholder in your Compdngm writing this letter
to advise you that it will be agreeable to us fouyto lend Mr. Heidinger
such amounts as you think he will require to takeecof his living ex-
penses? Watson's letter, of course, expressed his incidempproval as a
mere stockholder—not as the controlling force ia tompany—this to con-
tinue the fiction that Dehomag was not foreign-colted.

At the very moment Watson was dictating his letsout Heidinger,
Germany was involved in a savage occupation of febl&/WIl was under-
way. So Watson was careful. He did not date thterleb Rottke, or even
send it directly to Germany. Instead, the corredpace was simply handed
to his secretary. She then mailed the authorizetterd to an IBM auditor,
J. C. Milner in Geneva, with a note advising, "i&aeen instructed by Mr.
Watson to forward the enclosed letter for Mr. HemmdRottke to your care.
Would you kindly see that the letter reaches hifrhe undated copy filed in
Watson's office, however, was date-stamped "SepterhB, 1939" for filing
purpose$?

But Heidinger was not interested in further advances these only
deepened his tax dilemma. He wanted the alphabetaed made that
known to J. W. Schotte, IBM's newly promoted Eu@p@eneral manager in
Geneva who acted as Watson's intermediary on fhtealétizer question. On
September 27, 1939, the day a vanquished Polantafigr capitulated,
Schotte telephoned Rottke and a Dehomag managde@ntin Berlin to re-
gretfully explain that Watson refused to transfee talphabetizes. Instead,
Watson merely offered to arrange for Dehomag t@ tpé&ssession of thirty-
four broken alphabetizers returned from Russia lgimdy dormant in a Ham-
burg warehouse. They could be repaired and retatbili back into servicg.

An indignant Rottke refused "most energeticallytloe grounds that



These are 'old junk’ in which we are not the l@#tstested.” Schotte upped
the offer, saying Watson warned Dehomag to take thveentire Russian ter-
ritory. Rottke thought the prospect in principlesed rather attractive
because Dehomag could then gain foreign exchangetli®ught Rottke, all

the benefits of Russian sales would be negatéa ierman subsidiary was
still compelled to pay IBM NY a 25 percent royalBreferring not to verbal-
ize any of that, Rottke simply replied to Scholtettany ideas on servicing

the Russian market should be expressed in writing.

Returning to the alphabetizes, Rottke repeatedlgisied Schotte call
Watson to recommend that he "let us have theserfaghines." Schotte would
not budge, saying they had been "set aside forntingeeds." From Rottke's
view, the machines were in Nazi-annexed Austriteretory now granted to
Dehomag, and Watson would not let the Germans gefile existing ma-
chines? Incensed and threatening, Rottke told 8ghtiBM is big enough
to take care of its customers," adding, "deprivirg of these few machines
might later be regretted." Schotte saw that Ratkeiit was being reached.
He promised to call Watson again and convey thémsent in Berlin®

Schotte called Rottke the next morning, SeptemBeirfriendly spir-

its. It was all just a mistake on Watson's partwas happy to say. Watson,
claimed Schotte, thought the machines had never leeen delivered to
Austria. Watson had backed down again. Rottke Wwhesta send a letter to
Heidinger confirming that Dehomag is "keeping thechines | had asked

for until further notice *

Dehomag's paperwork was quickly finalized:

Alphabetical Summary Punch ...

serial #517-10674-D9 *Transferred to Dehomag
Alphabetical Summary Punch ...

serial #517-10072 *Transferred to Dehomag
Alphabetical Duplicating Printing Punch ...

serial #034-11722-M8 *Transferred to Dehomag
Alphabetical Duplicating Punch ...

serial #034-11252 *Transferred to Dehomag
Alphabetical Duplicating Punch ...

serial #034-11253 *Transferred to Dehomag
Alphabet-Interpreter. ..

serial #552-10494-C9 *Transferred to Dehomag

Alphabet-Interpreter . ..
serial #552-10495-C9 *Transferred to Dehomag



Alphabetical Printing Tabulating Machine

serial#405 13126-D9 "Transferred to Dehomag
Alphabetical Printing Tabulating Machine . . .

serial#405-13127-D9 "Transferred to Dehomag
Alphabetical Printing Tabulating Machine ...

serial#405-13128-D9 "Transferred to Dehomag
Alphabetical Printing Tabulating Machine ...

serial#405-11332 "Transferred to Dehomag
Alphabetical Printing Tabulating Machine ...

serial#405-11000 "Transferred to Dehomag
Alphabetical Printing Tabulating Machine .,.

serial#405-10206 "Transferred to Dehomag
Collator...

serial#077-10577-D9 "Transferred to Dehomag

Just a week before, on September 21, 1939, Reinhimytrich, Chief
of Himmler's Security Service, the SD, held a secanference in Berlin.
Summarizing the decisions taken that day, he ctedl a top secret Express
Letter to the chiefs of his Einsatzgruppen opegatinthe occupied territories.
The ruthless Einsatzgruppen were special mobile faces that fanned out
through conquered lands sadistically murdering asyndews as they could as
fast as they could. Frequendy, Jews were herdedoakdd into synagogues,
which were then set ablaze as the people insidelésgly tried to escape.
More often, families were marched to trenches wihlagevictims, many clutch-
ing their young ones, were lined up, mercilesslgt sh assembly line fashion,
and then dumped into the earth by the hundtedait these methods were
too sporadic and too inefficient to quickly destroiflions of people.

Heydrich's September 21 memo was captioned: "Theislie Question
in the Occupied Territory." It began, "With refecento the conference which
took place today in Berlin, 1 would like to pointibonce more that the total
measures planned (i.e., the final aim) are to h# k&ictly secret." Heydrich
underlined the words "total measures planned” asttictly secret." In
parentheses, he used the German word Endzielifed 4im."™

His memo continued: "A distinction is to be madewsen 1) The final
aim (which will take some time) and 2) sectionstloé carrying out of this
goal (which can be carried out in a short spacetimmg). The measures
planned require the most thorough preparation fiaim the technical and
the economic point of view. It goes without saythgt the tasks in this con-
nection cannot be laid down in deta."



The very next step, the memo explained, was pdpulabntrol. First,

Jews were to be relocated from their homes to Beec&oncentration towns."
Jewish communities of less than 500 persons wesdltied and consolidated
into the larger sites. "Care must be taken," wktggdrich, "that only such
towns be chosen as concentration points as amr ediiroad junctions or at
least lie on a railway." Addressing the zone cogldrg Einsatzgruppe I, which
extended from east of Krakow to the former Slovakgh border, Heydrich
directed, "Within this territory, only a temporargnsus of Jews need be taken.
The rest is to be done by the Jewish Council oeEdlealt with below>

Under the plan, each Jewish ghetto or concentratimun would be
compelled to appoint its own Council of Elders, gatly rabbis and other
prominent personalities, who would be required wiftly organize and man-
age the ghetto residents. Each council would bedaroen as a Judenrat, or
Jewish Council. "The Jewish Councils," Heydrichsnmo instructed his units,
"are to undertake a temporary census of the Jéywasssible, arranged accord-
ing to sex [ages: (a) up to 16 years, (b) fromdlBa years, and (c) over],

and according to the principal professions in thagalities, and to report
thereon within the shortest possible perigy."

Once in the ghetto, the instruction declared, Jemsuld be “forbid-
den to leave the ghetto, forbidden to go out a#tecertain hour in the
evening, etc®

Heydrich demanded that "the chiefs of the Einsajzgen report to me
continually regarding . . . the census of Jewsairtdistricts. . . . The num-
bers are to be divided into Jews who will be migigatfrom the country, and
those who are already in the towf%."

Some 3 million Polish Jews, during a sequence afden relocations,
were to be catalogued for further action in a massiascade of repetitive
censuses, registrations, and inventories with egate information being
instantly available to various Nazi planning agescand military occupation
offices®® How much food would the Jews require? How muchbleséorced
labor for armament factories and useful skills dotihey generate? How
many thousands would die from month to month uritier new starvation
regimen? Under wartime conditions, it would be avwebkof population reg-
istration—a statistical feat. No time was to be.los

The Reich was ready. During summer 1939, the Ofticéilitary-

Economic Planning, with jurisdiction over Holleritisage, had conducted its
own study of the ethnic minorities in Poland. ByMdmber 2, 1939, Arlt, the
statistics wizard who had already surveyed Leigegs and their city-by-

city ancestral roots in Poland, had been appoim¢edi of the Population



and Welfare Administration of the "General Governfiethe new Reich

name for occupied Poland. Arlt was devoted to path registrations, race
science issues, and population politics. He editisdown statistical publica-

tion, Volkspolitischer Informationsdienst der Regiegen des Generalgouvern-
merits (Political Information Service of the Gerle@overnment), based in
Krakow. It featured such detailed data as Jewigtuladion per square meter
with sliding projections of decrease resulting frauch imposed conditions
as forced labor and starvation. Arlt ruled out pement emigration, since
this would only keep Jews in existence. Instead article asserts, "We can
count on the mortality of some subjugated grougses€ include babies and
those over the age of 65, as well as those whbasieally weak and ill in all

other age groups." Only eliminating 1.5 million 3ewould reduce Jewish
density to 110 persons per square kilom&ter.
In October 1939, the next counts began.

UNLIKE GERMAN, Austrian, and Czech Jewry, most of Polish Jewry wais

assimilated. Intensely religious and not infrequentbistered into very sepa-
rate communities, they were often discernible bytate physical features
that Eastern Europeans associated with Jews. Qbastic dark beards and
other facial attributes made their appearance défgrent from many Poles.
Openly speaking Yiddish and Germanic dialects @dy them further apart.
In some neighborhoods, Jews wore traditional attPersecuted into the
portable professions, Jews inhabited the merchass @and artisan crafts. In-
deed, the Polish word for "commerce" was the Germvard handel, which

Jews had Yiddishized. With well-developed schoaid ather institutions, as
well as a unifying corporate communal body, a fishing Jewish and Yid-
dish culture thrived in Poland. The Jews of Polamde often highly recog-
nizable and frequendy resembled the stereotypiacatiom anti-Semites

harbored. In short, one didn't need a punch cdkercensus to identify
most of Polish Jewry.

But for special measures Hitler had in mind, thevsleof Poland did

need to be counted and their possessions invedioki@reover, the Nazis
did need to identify the thousands of Jews who rabd fit the physical and
social stereotypes, had drifted away from the comahgroup or its neigh-
borhoods, had become baptized, or who had sim@ynédated successfully
into overall society.

Once Germany invaded Poland, the vibrant Jewislstenge there was
quickly obliterated. First, as instructed by HegtiriNazi forces created



Judenrate, that is, Jewish Councils, across thetgoun Warsaw, where a
third of the city's million-plus residents were Jghy a balding engineer

named Adam Czerniakow was abruptly appointed claairaf the local
Judenrat. Undoubtedly, he was chosen for his metabe&ngineering mind.
Czerniakow and his council of twenty-four handpitletders were charged
with managing all civic affairs of the trapped Jelwpopulation. It was the
Council's responsibility to gain rigid compliancétwthe torrent of oppressive
measures decreed by the Nazis as the Reich spégtitgnded the once-
thriving community of some 375,000 Warsaw Jewshéir impossible task,

the Judenrats every move was closely regulatedd@estapo, SS, Einsatz-
gruppen, and other Nazi bodies. Nazi officers somext lurked just a few
feet away at the window as Czerniakow worked in liffice®®
Statistics, registrations, and census would be Wwoasuming duty for
Czerniakow and his council during the coming days.
On October 4, 1939, Czerniakow was called to thes&izgruppe offices
on Szuch Avenue. As instructed, he immediately wenwork on a statistical
guestionnaire. He continued to meet with Nazi @fic daily. Each time he
was summoned, he noted their escalating, almostnagatiable demands
and commands. October 7, the issue of statistineeagp again. October 12,
during a meeting with the SS, Czerniakow revieweadbstjons about the
community's finances, forced labor contingents, Hrel forms to be used to
record data. October 13, in meetings with the SZer@akow again con-
ferred on statistics wanted by the Germans anébthes to be usef.

To swiftly transfer the Jews out of their homes amdsinesses across
Warsaw and compress them into a small prison-likghborhood was a
major population transfer that required detailednping. The Nazis were
already gathering house-by-house lists of residémisi German-appointed
"courtyard commandants," this ostensibly to quatifycupants for food in a
city where nearly all water, electricity, and trpogtation had ceased. In
addition, the Judenrat was required to compiles list all Warsaw Jews
between the ages of sixteen and sixty.

None of it was fast enough or complete enough. Quolégr 14, Ein-
satzgruppen officers ordered the Judenrat to caraldigll Jewish census bro-
ken down by city district. Somehow, the Judenratibdaalso have to identify
the baptized Jews who were not part of the Jevdsimaunity®°

German statistical officials already possessed phblished figures of
the Jewish population from the 1931 general Patishsus. That census rou-
tinely recorded citizens by religion and mothergio®. So the Nazis could
easily estimate that about 350,000 Jews lived ins@&@ But many had fled as



the Blitzkried advanced into the Polish heartland during the years of pre-
war anti-Jewish agitation. Berlin needed precisenlmers. They didn't care
how. The Nazis demanded Czerniakow plan and exd¢ceteensus taking.

The next day, as Czerniakow prepared for his tdSksatzgruppe offi-
cers and their Polish-born auxiliaries patrollirtge tJewish quarters contin-
ued to sadistically terrorize Jews directly outshie office. Their favorite
sport was pouncing on defenseless, pious Jews ngalkie streets and
demonstratively cutting off their beards. Otherdasnthey forced Jews down
on all fours and then ordered neighbors to ridenthi&e donkeys in a race.
Brutality to Jews on holy days or just before thablsath was the most
intense. Pork and butter were smeared acrosslipgito violate their kosher
observance. Soldiers shapped endless photos aghéhement for keepsakes.
As such outrages took place outside his window,ri@akow struggled to
outline the logistics of the censtls.

On October 16, at 5\.M., Czerniakow resumed working on census tak-
ing logistics and the questionnaire. On OctoberQZerniakow rose at dawn
to begin a day of meetings to explain his dutiesluiding a stop at the Polish
Statistical Office to confer with its staff. On @ber 19, another meeting was
held at the Polish Statistical Offi€.

On October 20, an Einsatzgruppen officer came ® Jbwish Commu-
nity Center for a 3.M. meeting with Czerniakow, but the Judenrat chairman
had already gone to the Security Police headqsafterthe meeting. It was
a mix-up. Czerniakow was threatened with retaliatimless he came back
quickly. By 5pP.Mm., Czerniakow was summoned to yet another meeting, thi
one with the SS, again to review census plansh®fseveral competing Nazi
entities occupying Warsaw, the SS decided its gnoopld issue the census
proclamatior’?

On October 21, Czerniakow met with officials froneom until 2 P.M. at
the Polish Statistical Office. FromBMm. until 6 P.M. he was at the SS again,
hammering out plans for the census. During thecadiff conference, Czerni-
akow tried to explain that the operation should gmstponed until early
November 3—but the Nazis refused to wait that loGgerniakow was sent
to another official for a protracted, stressful fmvance and then ordered to
conduct the census within one week, on Octobera8, at Jewish expense.
There was no time to deploy an army of census $akaestead, Jews would
be ordered to appear at local census sites todtlitheir forms. Czerniakow
was dispatched to the Currency Control Office wheficials unblocked
some frozen Jewish accounts to defray census cast, as printing ques-
tionnaires. Czerniakow then rushed to meet a pramd together they hur-



ried to the printing shop to discuss the final fatraf the questionnaires
demanded by the Germans, as well as posters anngthe count. It was
Czernaikow's responsibility to drive throughout ity that night hanging

the announcement posters so they were visibleeimibrning. Very late that
day, fatigued and disconsolate, trying to reconwité his God, Czerniakow
finally returned home. He vomitéd.

In the morning, Czerniakow continued preparatiangtie census,

including naming twenty-six commissioners to overis thoroughness and
reliability. The SS had a habit of taking hostaglaen compliance was
required’® These men would surely be held responsible ifringtwent

amiss.

On October 23, SS officers came to the Jewish CamtynuCenter to
monitor the Judenrat's plans to execute the coDnotober 26, at 1 P.M.,
Czerniakow toured census stations all over the. cyerniakow spent the
next day making final preparations, conferring witle census commission-
ers and attending to last-minute det&lls.

Chaim Kaplan was one of Warsaw Jewry's many eldquan of letters.
A teacher, poet, and journalist, Kaplan had tralete America and Palestine
during the pre-War years. In his diary, on Octobgr he wrote, "Some time
ago, | stated that our future is beclouded. | wasng. Our future is becom-
ing increasingly clear." He added, "blessed berifjigteous judge,” the tradi-
tional invocation chanted at funerals and uponihgaf a deatH?

On October 25, Kaplan recorded, "Another sign tbatles ill: Today,
notices informed the Jewish population of Warsaat thext Saturday there
will be a census of the Jewish inhabitants. . .ur ®earts tell us of evil—
some catastrophe for the Jews of Warsaw lies s1dansus. Otherwise there
would be no need for it*

Kaplan had witnessed rabbis brutally beaten andr tbeards forcibly
cut. He had seen elderly women yanked at the jail viding crops. Inno-
cent people were compelled to dance atop tabledqidors on end. On the
day of the census, Kaplan wrote, "These people rbesiconsidered psy-
chopaths and sadists, because normal people aapainle of such abom-
inable acts. .. ." He also wrote: "The order foremsus stated that it is being
held to gather data for administrative purposesat$ha neat phrase, but it
contains catastrophe.... We are certain that thmscs is being taken for the
purpose of expelling 'nonproductive elements’' Aner¢ are a great many of
us now.... We are all caught in a net, doomed $trdetion.”®

Kaplan was not alone in fearing the census. Czkomiawas besieged
with questions about the purpose of this cdlithe deeply Talmudic com-



munity, which had little left except its faith artgachings, understood well
that censuses were ominous in Jewish history. Tiude Btself taught that
unless specifically ordered by God, the censusvisbecause through it the
enemy will know your strength:

I Chronicles 21: Satan rose up against Israel anied David to take a cen-
sus of Israel. . . . This command was also evihisight of God. . . Then David
said to God, "I have sinned greatly by doing thew | beg you to take away
the guilt of your servant. | have done a very fetolihing.”®

On October 28, 1939, for the Jewish people of Warsaverything
stopped. That day they were counted.

Throughout the day, thousands of census forms wamight to the
Jewish Community Center, generally by the housersaggndents in Jewish
buildings’®

The results came with almost magical speed. Inttee Imore than forty-
eight hours, all the forms had been counted. Byokmat 31, Czerniakow had
been informed there were some 360,000 Jews in WarEhe exact number
was 359,827, revealing the community's precise n&oms: Jews infancy to
age 15: ... 46,172 men and 45,439 women; Jews afesb .. . 104,273
men and 131,784 women; Jews aged 60 and over,328.3nen and 16,933
women; undetermined . . . only 537 men and 1,36mevo Employed . . .
155,825. Unemployed, including infants and invalids. 204,002. Artisans
.. . 713,435. The Germans even knew that many Jeartsbans were practic-
ing without a license by comparing the census teswith the actual number
of artisan licenses previously issued by the lac#horities™

The next day, Czerniakow was ordered to submit mpdete report on
the census within two weeks. On November 2, evenraws began burying
masses of typhus and dysentery victims createdhbysgualid conditions,
Czerniakow discovered he could not pay all of tb#ateral expenses of the
censug!

By November 20, all census matters had been coethleslthough the
Nazis were planning the ghetto to approximate th#ines of the already
overcrowded Nalewki district. The signs at its bdary would read: Ach-
tung! Seuchengefahr. Eintritt verboten (Attenti&pidemics—Entry Prohib-
ited). The seizure of all Jewish funds was beiradied. But the Nazis still
wanted the baptized Jews. It was Czerniakow's pmbHe solved it some-
how by producing a list of Christian converts, whibe handed over on
December 6, 1939. By December 9, the authorities regised their number
of Jews in Warsaw to 366,000, the extra 6,000 applgr accounting for the
so-called racial JewS.



Now the Reich knew exactly how many Jews were utidgr jurisdic-

tion, how much nutrition to allocate—as low as l&fories per person per
day. They could consolidate Jews from the mixedridts of Warsaw, and

bring in Jews from other nearby villages. The tpams began arriving.

White armbands with Jewish stars were distributegeryone, young or old,
was required to wear one on the arm. Not the faredéut the arm—visible,

above the elbow. The Warsaw-Malkinia railway lira right through the pro-
posed ghetto. It was all according to Heydrich'pt&mber 21 Express Let-
ter. Soon the demarcated ghetto would be sonded by barbed wire.
Eventually, a wall went up, sealing the resideritthe ghetto from the outside
world. Soon thereafter, the railway station wouktdme the most feared lo-
cation in the ghett&’

The Nazi quantification and regimentation of Jewidemographics in

Warsaw and indeed all of Poland was nothing leas tpectacular—an al-
most unbelievable feat. Savage conditions, seciny,lack of knowledge by
the victims would forever obscure the details ohaly how the Nazis man-
aged to tabulate the cross-referenced information360,000 souls within

forty-eight hours.

But this much is known: The Third Reich possessety wne method

of tabulating censuses: Dehomag's Hollerith systeloreover, IBM was in

Poland, headquartered in Warsaw. In fact, the pwaet print shop was just
yards from the Warsaw Ghetto at Rymarska Stredthét's where they pro-
duced more than 20 million cards.

WATSON DID NOT really want Poland until 1934. Why? Because thatien
Powers had encroached on IBM business in the Poistket. Watson would
not tolerate that.

There were so few potential punch card customersPatand, in the
years before Hitler, that IBM didn't even maintansubsidiary there. Wat-
son's company was only represented by the indeperigleck-Brun agency.
Since the struggling Powers Company sought its &mstomers wherever
IBM didn't dominate, Powers felt free to operatePioland. Then, in a 1934
sales coup, Powers convinced the Polish Ministripadts to replace its Holle-
rith equipment with rival Powers' machiriés.

Just as Patterson believed all cash register ssirfibelonged” to the
NCR, Watson believed all punch card business indtelonged” to IBM.
When IBM lost the Polish postal service, Watsonctes at once. First, he
replaced the Block-Brun agency with a full-fleddB# subsidiary named



Polski Hollerith® But who would run the new subsidiary? Watson wénte
J. W. Schotte.

Jurriaan W. Schotte was born in Amsterdam in 18R&t about the
time Herman Hollerith incorporated his original wigdding company. Schotte
was eminendy qualified for the international purgard business. His back
ground included civil engineering and military seev He was fluent in
Dutch, French, and German, and could speak somea®amand Malay. He
had traveled extensively throughout Europe, andyemj good commercial
and governmental connections. After a stint atDliéch Consulate in Mini-
ster, Germany, he was employed by Dutch import-gxpompanies in New
York, San Francisco, and the East Indies. He kneamufacturing, having
managed a factory in Belgium. Schotte was perfectainother reason: He
was Powers' European sales manager. Schotte waméhevho had sold the
Powers machines to the Polish Post Offfce.

Schotte had worked his way up through the Powegarization. Start-
ing as a factory inspector at its U.S. affiliates had risen to maintenance
supervisor and instructor throughout Europe. Achersales competitor, he
had deftly operated out of Powers' offices in Ravignna, and Berlin. Most
valuable, Schotte knew all of Powers' customers praspects throughout
the continent’

By 1934, however, Dehomag had so thoroughly squeeRewers in
Germany, including its lawsuit for falsely claiming be an Aryan concern,
that Schotte admitted he had "nowhere to go but' dd¢ traveled to New
York to meet with J.T. Wilson, the head of IBM N¥®reign Trade Depart-
ment. Schotte hoped to salvage his career by begomiEuropean represen-
tative for IBM. Wilson was unsure. Schotte broughgreat deal of insider
knowledge, but he had been the bitter competitmnsbme time. So Wilson
only tentatively hired Schotte, and then cabled vhgous subsidiaries ask-
ing their opinion®

The reports were not good. Heidinger curtly dismikssthe suggestion,
calling Schotte "an unscrupulous price-cutter." IBMseneva office was
equally unenthusiastic. But Watson thought otheswiSchotte was just what
IBM needed in the new Europe. During a meeting iat3n's office, Watson
dramatically painted a tantalizing picture of thd@ufe of Europe, one that
excited Schotte because he could play a centralinolBM's plans. He could
return to Europe as IBM's Manager for Southeastopgirwith a handsome
compensation package. Schotte was later describéth awe" and "walking
over clouds" as the meeting ended and he steppédetaloor of Watson's
office. But his euphoria was cut short when Watabrupdy declared, "Mr.



Schotte your employment in IBM depends on youriggtiBM machines
back into the Polish Postal Servié8."

Schotte sailed back to Europe and, as Watson haidtéd, persuaded
the Polish Postal Service to switch back to Hdhennachines? Watson
would have Poland again.

Hitler also wanted Poland. Nazi doctrine had loallecl for the con-

quest of Polish territory, the subjugation of ieople as inferiors, and the
destruction of its more than three million Jewigizens that comprised the
largest Jewish community in Europe. Moreover, teeRwas determined

to confiscate Poland's significant natural resasiared industry, including
timber, coke, coal, and steel making in Upper &ileSpper Silesia was adja-
cent to the Sudeten region and many Volksdeutsekd In its cities. Hitler
considered the area German.

By 1935, the year of the Nuremberg racial lawssKdflollerith had

opened a card punching service bureau in Warsasvn&kt year, IBM opened

a second Polish office, this one in the Upper &itesity of Katowice, and
then a card printing facility in Warsaw servingustomer base requiring

36 million cards per year. In 1937, Polski Hollersigned the Polish Min-
istry of Railroads. That year, IBM changed its nam&Vatson Business Ma-
chines sp. z. 0.0. and appointed an IBM salesm#&moligh extraction, Janusz
Zaporski, as temporary manager. Ironically, altholBM owned and con-
trolled 100 percent of the company, as he had doraten before, Watson
chose to register the stock not in the companytsenéut in the name of his
Geneva managers. In this case, it was IBM Europefa&Manager John

Holt and IBM's Geneva auditor J. C. Milner, as veslla token share—the
equivalent of $200—in the name of a Polish natioBglthe time the com-
pany changed names to Watson Business Machines@p.in 1937, IBM had
garnered only twenty-five customers in Poland. tBetlist included some of
the country's most vital industry giants, suchhesBaildon steelworks. More
importantly, by this time, the subsidiary had origad the nation's freight
cars and locomotives, and through the Polish P&salice could control
access to every address in Pol&nd.

After Hitler invaded Poland in September 1939, IBM awarded the
lucrative Upper Silesia industrial territory to @ehag, negotiating the dis-
position of each of the pre-existing machines. TWexison recast his Polish
subsidiary as an Aryan entity by re-incorporatisgagaserman company and
affixing a German language name, Watson BiiromasshiGmbH, with the
recognizable, German incorporation suffix. Theaafin war-torn Warsaw
was moved to Kreuz 23, and the company appointeédrenan manager,



Alexander von Dehn. Von Dehn was only in chargéhefremnant Polish ter-
ritory, that is, the vanquished and subjugated nedea known in Hitler par-
lance as the "General Government." All but two bé tprevious Polish
customers of the remnant subsidiary had disappeanede the Polish infra-
structure ceased to exist except as a vassal Bg¢haans?

Yet, after adjusting for the effects of the invasidhe subsidiary thrived
for years under the murderous Nazi regime. IBM'sn@@ or Polish subsidi-
aries, separately or in tandem, serviced the odngpiazi needs through
the German military's constandy changing punch agdncy, which ulti-
mately became known as Maschinelles BerichtweseR)(Mr the Office for
Automated Reporting. The MB maintained Polish figfices in Posen,
Krakow, Stettin, and Danzig. Each MB office wasitgtly equipped with one
alphabetical tabulator and duplicator, ten alphabktpunchers and proof-
ers, eight magnetic punchers and proofers, one Eafitlator with summary
capabilities, and two or three sorters. One or Wehrmacht officers super-
vised a typical support staff of several dozen &l ws one or two on-site
so-called Hollerith experts. Dehomag itself waschrarge of all MB office
training, leasing, upkeep, and custom-printed pucettds and design of spe-
cialized applications. The projects were as divase so-called "horse cen-
sus" of all horses and mules in Poland, which woodlp move German
elements through the harsh Polish winter, to thignsénts of coal. IBM
Geneva was so proud of the horse census, conduttegring 1940, that
they quickly included it in a special report to IBlMWashington office de-
scribing the lucrative war profiteering of the vars European subsidiari&s.
During the years of Nazi-overrun Poland, deniabiltontinued to be a
precious imperative. IBM NY continued to operateotigh its intermedi-
aries, nominees, and Geneva managers. It wouldyalva able to say it was
unaware of Watson Buromaschinen's activities armd phperwork would be
nearly impossible to trace.

For example, the subsidiary's account at HandlowsnkB in Warsaw,
referred to as "number 4B," was actually an IBM cacd, controlled from
Geneva. An administrator later described the amavmt in these words:
"In this manner, the IBM's account was at the séime the business capital
of the Warsaw company, as Herr von Dehn was edititbetake sums from
the account for the purposes of the Warsaw compddgspite the horrific
conditions in Warsaw, IBM maintained close contblthe account after the
invasion. On February 10, 1940, IBM gave von Dehnitten authority to
receive customer payments, that is, physicallyéirer’ them. The actual per-
mission for von Dehn to deposit the payments in B&tcount, "after



deduction of the sums necessary for the conduttteofnanagement,” was
only oral®

In summer 1940, long after Hitler had invaded nwusrother coun-

tries in Kurope, and after the Warsaw Ghetto wasgheealed, Watson

wanted his Polish operation to stay intact. On 28ly1940, a key official of
the IBM Geneva office, known as P. Taylor, had tentto von Dehn convey-
ing Watson's instruction that the families of aimed men who had worked
for the subsidiary prior to the invasion shouldgbeen special financial
assistance. This subvention was to be paid frone@hgany account. Ini-
tially, the gesture was prompted by confiscatorygidgonomic decrees and
labor restrictions, which canceled the expectedshas 1939 bonus. Two
months pay was offered as a so-called "loan," as@n administrator later
explained, "in order to keep up the appearancheldan, the recipients

paid back minimal amounts each month."” Von Dehninelsided in the
company welfare, which exemplified the IBM ethictaking care of "the
company's own." Such assistance encouraged |dyaityemployees even
during the war. The company also granted food lo&oen, the loan policy
was extended to unmarried employees as well. Eaéiyptthe employee loan
program, which was similar to programs Watson tealaited in other coun-
tries, amounted to more than 135,000 zlotys or@pprately $27,000. IBM
Geneva also authorized small loans to its war-date suppliers totaling
more than 8,000 zlotys.

IBM machinery was placed throughout the General d@gawent, in-
cluding two alphabetizes and accessory machineg;hwiiad been brought
in by the invading German army. Dehomag rented tbt@rthe Polish users,
retaining 25 percent of the income. The remaindentwto Watson Buro-
maschinen. Among the few remaining clients weresRoRailways and the
Krakow Statistical Officé®

The subsidiary's machinery in occupied Poland wasured in the
United States. In 1940, von Dehn asked IBM to iaseethe insurance in
view of wartime conditions. But this would have atwed paperwork. IBM
declined to do s&.As for Block-Brun, IBM's former agency, it was exded
from nearly all of IBM's expansion in Poland. BleBkun switched to Powers,
the only minor competitor left in punch card teclogy. But the residual
Powers business was paltry. So Block-Brun was dagmtain a tertiary role as
a local supplier of IBM control mechanisms. An adistrator who later looked
for a written contract with Block-Brun could neviamd one. This relationship
also appeared to be oral. Under the cloudy arraegenBM sold the control



mechanisms at Block-Brun's own risk, requiring ®alish agency to pay the
import freight to Warsaw. These parts were not sald Poland by Dehomag,
but directly by IBM either in New York or Europe. atéon required Block-
Brun to pay the import fees. All sales were findihwBlock-Brun immediately
assuming ownership once the apparatuses were drdBid IBM's terms
often allowed the agency to pay into the Bank Hawgll account only after
the merchandise was sold, generally six to fiftemmths after receipf. IBM
was receiving the money for years after the invasio

Block-Brun's sales on behalf of IBM were often wgbn listed as "con-
signments,” which meant IBM would have owned theiaks until sale, paid
tax immediately, and assumed all risk for war daendBM refused to honor
any appearance of consignment. For example, in ,1838hipment worth
$12,134 was severely damaged. Block-Brun negotiatigd IBM for years
before IBM finally agreed to take the machines baiekSweden. Due to war
conditions, the machines never made it back."

After the Nazis invaded Poland, IBM maintained fanch card printing
operation at Rymarska Street 6. Three printing nmeshand one card cutter
employed just two people, using paper brought amfiGermany. Ultimately,
during the occupation years, the shop at Rymarskduged as many as 10
million cards per yeaf”

In 1939, Rymarska Street 6 stood along a very shioee-lined lane,
opposite a plaza fountain, just yards from the Sewdistrict that in 1940
would become the walled-in Warsaw Ghetto. The siitself had long pos-
sessed a Jewish character. In 1928, before IBMbitddh it, Rymarska 6
housed the Salon for Jewish Art. The property hagnbowned, at one
point, by the Hirszfeld brothers. In addition to gallery, the street had
become known for print shops. Rymarska 8 housedPibspieszna printer
and the "Union" printer was a few doors down. Bfierathe Nazis arrived,
Jews lost their property to Aryan or Polish conseitWhen, in 1940, the War-
saw Ghetto was walled in, the often-adjusted pdameut right through
Rymarska Street, oddly circumventing the print shopan almost U-shaped
deviation. Rymarska 1-5 and Rymarska 11-20 endedvitiin the Ghetto.
Rymarska 6 and a few other shops remained outhiglggetto. Thus, most
of the printing operations continued undisturbd.

Statistical operations resembling the Warsaw censase established in
ghettos all across Poland. Although the incessamints and voluminous
card files were implemented and maintained by theedrate under merci-
less Nazi coercion, the vital statistics were nettified as final until they
were approved by the fully equipped city statidtaffices outside the ghetto



walls. Ultimately, the ghettos developed elabosdtetistical bureaus. In some
cases, they were required to publish their ownissial yearbooks. The
Czestochowa Ghetto's three statistical bulletins1940 totaled some 400
pages of detailed demographic and subsistence sl
Poland was not the only focal point for Reich statal action. A Statis-
tical Office for the Protectorate of Bohemia and rdda was opened in
Prague in 1939. Data services were also openedpipetUSilesia and the
Warthe region where IBM had transferred the teryitdo Dehomad®
After the 1939 invasion, Heydrich of the Securitgngce, the official who
had sent out the all-defining September 21 Exptegter, sent a follow-up
cable to his occupying forces in Poland, Upperskileand Czechoslovakia,
This cable oudined how a new census scheduled &wember 17, 1939,
would escalate the process from mere identificatiod cataloging to depor-
tation and execution as people were rapidly movad Polish ghettos to
await the next stefd?
Heydrich's memo, entitled "Evacuation of the NewstEm Provinces,"
decreed: "The evacuation of Poles and Jews in #we Bastern Provinces
will be conducted by the Security Police . . . Tdesus documents provide
the basis for the evacuation. All persons in th& peovinces possess a copy.
The census form is the temporary identificationdcgiving permission to
stay. Therefore, all persons have to hand overcénrd before deportation ...
anyone caught without this card is subject to fsséxecution.... It is pro-
jected that the census will take place on Decerhbget 939.%%°

More than a half-million people were to be depofftedh the Warthe

region alone, based on "Statistical informatioméess lists, etc.) from Ger-
man and Polish sources, investigative resultseSibcurity Police and the
Security Service, and surveys ... [which would]stdnte the foundation'®

How long would it take to quantify and organize tieportation of

millions from various regions across Eastern Eutmgsed upon a December
17 census? Relying upon the lightning speed ofditil machines, Hey-

drich was able to assert, "That means the large-swacuation can begin no
sooner than around January 1, 1940."

Ultimately, the late December census took placer meveral days, from
December 17 to December 23, 1939. Each persontbgesge of twelve was
required to fill out census and registration in lthgie, and was then finger-
printed. Part of the form was stamped and returasdthe person's new
identification form. Without it, they would be shdtith it, they would be
deported®

December was a busy month for IBM's German subsidiand



extremely profitable. Throughout Germany and thengeered territories,
Dehomag frantically tried to keep up with the pasfeunending censuses,
registrations, and analyses of people, property, miitary operations that
required its equipment, repair services, and caoggssing. Millions of cards
were printed each week just to meet the demandetdtahdably, whereas
Rottke had been incensed at Watson's initial réfisséransfer the alphabet-
izers as requested, all the hard feelings weregave.

DECEMBERG6, 1939

Mr. Thomas J. Watson, President
International Business Machines Corporation
590 Madison Ave.

New York NY USA

Dear Mr. Watson:

As Christmas is approaching | feel an urgent dedie express to
you and your family my most sincere and best wisfogsa joyful Yule-

tide. Mrs. Rottke and my two sons add their goodhes hereto. | take
this opportunity to thank you again most heartilgr fthe understand-
ing by you in regard to my requests during the pgsar. | hope that
the difficult times, which have come over the Ewap nations once
more, will not last too long. My family and | arenjeying good health,
which | sincerely trust is also the case with yetfrand your family.

With very kindest regards, | am

Very sincerely yours,

Herman Rottk€®

In early 1940, IBM Geneva sent Watson a statemeintDehomag's

1939 profits. The numbers were almost double thevipus year, total-

ing RM 3,953,721 even after all the royalty incormed other disguised
revenue. The Dehomag profit statement to Watsom ekplained that some-
how almost half the 1939 profit, RM 1,800,000, wagldenly recorded in
December 1939"°

The strategic alliance with Hitler continued to paff in the cities and

in the ghettos. But now IBM machines would demaistitheir special value
along the railways and in the concentration canfpEuwope. Soon the Jews
would become Hollerith numbers.



8WITH BLITZKRIEG EFFICIENCY

HITLER'S ARMIES SWARMED OVER EUROPE TROUGHOUT
the first months of 1940. The forces of the Relelughtered all

opposition with a military machine unparallelechimiman

history. Blitzkrieg—lightning war—was more than emword. Its

very utterance signified coordinated death undemtlarderous

onslaught of Hitler's massive air, sea, and 100t{6&fp ground

assaults. Nothing could stop Germany.

Nazi Europe—and Berlin's new world order—was beogmi a
reality. Austria: annexed in March 1938. Sudetesilarseized October
1938. Czechoslovakia: dismembered March 1939, l@iiemel re-

gion ceded from Lithuania that same month. Polandided Sep-

tember 1939. By January 1940, nearly 42 million ppeohad come
under brutal German subjugation. Disease, stamvatioshattered
lives, and fear became the desolate truth acres€dntinent.

The Jews were running out of refuges. One overremctsary
after another slid back into the familiar nightmam registration,
confiscation, and ghettoization. No sooner did tBevastika flag of
occupation unfurl, than the anti-Semitic decreedledo out. Eastern
European countries not yet conquered emulated thd#erp as Ger-
man sympathizers and surrogates in Romania, Hungamyd Italy
undertook Berlin's bidding to destroy local Jewpsipulations.



As the winter receded the Reich prepared for furtlagression. By
spring 1940, Nazi Germany began dismembering Suawidi and the Low
Countries. April 9, the Wehrmacht invaded Denmankli &orway. Several
days later, tiny Luxembourg was taken. May 15, Gamnyncrushed Holland
into complete submission. May 28, Belgium capitdato German forces.
During April and May, Germany's enslavement judion grew to 65 mil
lion Europeans.

Cities across Europe smoldered in ruin. Warsaw \pak/erized into a
shambles. Rotterdam was mercilessly bombed evesr #ff surrender on
May 14 because, as Berlin propagandists explaiDet;h officials exceeded
the ultimatum deadline by some twenty minutes. fabarate Nazi newsreel,
filmed by parachuting cameramen, showed Rotterddmost completely
aflame. Airports at Brussels and Antwerp were bainbed strafed by hun-
dreds of Luftwaffe planes.

Nazi-commandeered trains crisscrossed the contidentling into Ger-
many looted coal, scrap metal, foodstuffs, maclyinend the other essentials
Berlin craved. "When they weren't carrying raw mate, or transporting
troops, the railroad cars freighted conscriptedolabn route to work pro-
jects as well as expelled Jews destined for coratgm camps.

Mass executions, organized plunder, and ruthlesssion—these blared
across the front pages of the newspapers, the $rashaewsreels, and the
broadcasts of radio news. Germany was portraye@notional headlines
and feature articles as a savage, murderous nagob on destroying and
dominating all of Europe no matter how many peogied. On April 2,
Poland's exile government declared that in additona million prisoners
and forced laborers transported to German worls,sé@ estimated 2.5 mil-
lion had died as a result of military action, ex@ms, starvation, or frigid
homelessness. Headlines continued as the New YionksTgrossly exagger-
ated the five days of Germany's invasion of thehBeands which com-
menced May 10; the newspaper claimed a quarteh@flutch army was
killed-more than 100,000 (even though the numbes 2ya00)'

Moreover, millions of Jews were now clearly earnearkfor death by
virtue of Hitler's oppressive measures. In Novemhb889, the New York
Times published reports from Paris declaring th&trillion Jews trapped in
Poland were in danger of starving to death. On aignl1, 1940, World Jew-
ish Congress Chairman Nahum Goldmann warned a @hiceowd of 1,000,
as well as wire service reporters, that if the wantinued for another year
1 million Polish Jews would die of calculated stdion or outright murder.



such dire predictions only capped years of satmathedia coverage about
inhumane Jewish persecution and horrifying conediolm  camps.
Indeed, whenever Jewish persecution was reported, rhedia invari-
ably reported the incessant registrations and segsas Nazidom's initial
step. The methodology, technology, and the cormedt IBM were still far
below public awareness. But some specifics weranhégy to appear. For
example, a March 2, 1940, New York Times articlatjtied "Jews in Cracow
Move to Ghettos," described how 80,000 Jews haah leeded into over-
crowded flats in a squalid urban district devoid reources. "A common
sight," the report asserted, "is the white armbaitt the blue Star of David,
which all Jews must wear by government decree [signifying] their regis-
tration in the government card filg."
Only with great caution could Watson now publichefehd the Hitler
agenda, even through euphemisms and code words. Mosricans would
not tolerate anyone who even appeared to be a $yazpathizer or collabo-
rator. So, as he had done since Kristallnacht ta 1838, Watson continued
to insert corporate distance between himself arddirsolvement in the
affairs of his subsidiaries in Nazi Europe—evenhasmicro-managed their
day-to-day operations. More than ever, he now oblaanhis communica-
tions to Nazi Europe through trusted intermediaries in Ganewmd else-
where on the Continent. He controlled sulasidioperations through
attorneys and employees acting as hominee owndtswing the pattern set
in Czechoslovakia and Polahd.

In May 1940, as American society prepared for aavitable war with
Hitler, Watson worked to secure the underpinninfidie public image. He
intensified his advocacy for peace, and againstatl

"Universal peace is one of the most desirable, mastthwhile ideals
in the world today,"” Watson insisted in a May 4 esgeto reporters. "It can-
not be sold by a few people working in widely sesdtl communities. The
project requires a worldwide organization of entastsc, hard-working in-
dividuals selling the gospel of peadeWatson advertised IBM as such an
organization.

Four days later, on May 8, Watson told reporterat the company's lat-
est course held in Endicott, New York, for IBM salepresentatives from
twenty-four countries was to "enable the studentso. make greater contri-
butions to the cause of world peace through worldade.®
Watson's advocacy for peace was limitless. May 1940, was pro-
claimed IBM Day at the World's Fair being held thainth in New York.



IBM Day was nothing less than an extravaganza ofiestrated adulation for
the company. A dozen chartered trains brought @@ ,|BM employees and
their wives from company facilities across the omtio visit the architectonic
IBM Pavilion. Each IBMer wore a red ribbon of saliity with the company.
Two thousand lucky ones were chosen to be fetedraassive Waldorf-Asto-
ria dinner. Special congratulations to IBM, as liswaere issued by leading
politicians from President Roosevelt to the MaybNew York. To underscore
the drama, Watson commissioned an original orchlestork, The IBM Sym-
phony, a bombastic composition dedicated to thitimg spirit of the firm!°

The climax of IBM Day, however, was Watson's speech the subject
of peace. He delivered his sermon to 30,000 spedralited guests gathered
at the vast Court of Peace located in front of sheseping USA Pavilion.
Mutual Radio broadcast the highly publicized evamintrywide!*

Peace was Watson's message. War was bad, he aayuedery opportu-
nity. It would prove nothing but military might, wie lives and precious
resources. War was in fact the worst recourse Her world, and all right-
thinking men should be opposed to any involvemeith it, Watson
pleaded. As head of the Carnegie Endowment forrat®nal Peace, Wat-
son everywhere proclaimed his driving mantra: "Wdpleace through World
Trade." Indeed, Watson must have seemed to thdcplike# the very cham-
pion of peace and the arch adversary of all cdnflronically, at that very
moment, Watson and IBM were in fact Europe's mostessful organizers
not of peace, but of the ravages of war.

Even as Watson was preaching the imperatives ofepelM was ecsta-
tic about its accomplishments revolutionizing weafaot only for the Third
Reich, but also for its Axis allies and even otBeropean nations about to be
vanquished by Hitler. In spring 1940, J. W SchotBM's general manager
for Europe, dispatched a confidential report froim Geneva office to senior
IBM executives in America. Schotte's dispatch askled the activities not only
of just Dehomag, but also of the two dozen Europsarsidiaries and agen-
cies that worked as inter-connected branches dfléve York company?
Schotte's enthusiastic memo was entitled "Our Dgsliwith War Min-
istries in Europe." It began, "Up to about one anthalf years ago [about
the time of Krristallnacht in 1938], our negotiatsowith the war ministries
of the twenty-four countries which are under thaspliction of IBM Euro-
pean headquarters in Geneva, had not been vernessfot This was due
to several reasons, but mainly to the fact thainilitary circles administra-
tion was considered a 'necessary evil' of littlgpamance for the defense of
the country.”



IBM had finally succeeded in gaining the necessasigder access to
sensitive military projects, Schotte reported,hsd tompany engineers could
properly design punch card applications for war. @hotte explained that

in prior years "the military men in Europe havemegluctant to reveal their
problems and programs to civilians. It has beemlogked in such instances
that there is a distinct difference between knowifgch problems exist and
what system is applied, and the data and figuragtoh the system has to

be applied.” As such, Schotte drew a fine theoretical distorctietween

IBM possessing specific knowledge of the facts alomilitary operation,

such as the number of people to be counted ot af (Serman bombing

raids, and the actions themselves.

The big change in military acceptance of Hollesyistems appeared at

the end of 1938, confirmed Schotte, when "in Geyranampaign started

for, what has been termed . . . ‘organization efstcond front.™ He elabo-
rated, "In military literature and in newspapehg importance and neces-

sity of having in all phases of life, behind therft, an organization which
would remain intact and would function with 'Blitakg' efficiency . . . was
brought out. What we had been preaching in vairyéars all at once

began to be realized>

Schotte's memo made clear that only at IBM's itmtgadid the mili-

tarists comprehend what magic they could achiete Mollerith automa-

tion. "Lectures on the punched card system werm inebur representatives
before officials of the general staff of variousintries and, with our men,

the study of possible applications was begurprogress was rather slow,

and it was not until about eight or nine months gonmer 1939] when
conditions in Europe clearly indicated that a waswnore or less unavoid-
able, that the matter became actite.”

Asserting that IBM sold to either side and had gafban ever-escalating
volume since the summer of 1939, Schotte's memlamel; "The War Minis-
tries of Yugoslavia, Rumania, Hungary, Poland, SamedHolland and France
(these are the ones that | remember very distirfiobi;m memory) sent us or-
ders for punched card equipment, some of whiclready installed, others
being installed when the war started, and furtlwgrigment not yet installed
or still in transport’
Revenues from IBM's dominant customer, the ThirdiclRe was grow-
ing so rapidly, Schotte said he did not yet posshessales numbers. "We
have no details of Germany," he reported, "but kribat a large amount of
punched card equipment is being used by the Waisiyi' He added that
so great was Germany's need in the months befdrafter the invasion of



Poland that the Reich began requisitioning machinedeed, the agency
ultimately known as the Maschinelles Berichtwe$elB) had exercised
full authority over all punch card technology sirk®37. "In the second half of
1939," wrote Schotte, "most of our equipment waizéd' and used to sup-
plement the installations already in operatith."

Once war erupted, the haste to add machines fortangiluse was not
confined to Germany. Schotte's report noted thasHrorders were placed
with us" by those countries not yet properly autmdaMost IBM subsidiaries
were two years behind in filling orders, so manyr wanistries hurried their
orders just to get in queue. "To make up for lastef" Schotte continued,
"Holland and France gave us blank orders for aelargantity of machines,
although our studies were not completed for sevefathe uses, and the
quantities of required machines not established.lads as February 1940,
the French War Ministry ordered a very substamfigintity of machines*®
Schotte's report clarified that not all war appimas were handled
direcdy by war ministries. Numerous systems hachbmmveyed to private
industry, "but are for their [war ministry] use anchder their control.”
Therefore, even though a coal mine or insurancepeom might be listed as
the account, utilization of the machines was dedaby military needs either
on the original corporate premises or moved to @ens@cure location alto-
gether. Indeed, by spring 1940, his memo confirnmeany such systems had
already been relocated to more protected sitesefimt acknowledged.
Widespread expansion of punch card systems for was ironically
undermined in various countries by the draft itsgthich infringed on the
punch card workforce, asserted Schotte. Howewventually, military
officials exempted "key men in our installationshpvthen] remained at their
posts." Moreover, "supervisors and our indispée servicemen were
released for such work." Even still, he added, '"eaf inconvenience was
caused due to the sudden extension of equipmemtost countries, a short-
age of trained supervisors and punch operators. Weee placed in the
papers and such operators lured away from onellaigia to another by
offering higher salaries. We hurriedly startedrtiag schools for key punch
operators and supervisors, and of coussvicemen who would be
exempted from military service due to age or phalsiondition.**

Europe's militarists had finally realized the irp#ssable advantages
Hollerith instilled into modern warfare, boastedh8ite. Punch cards freed
up manpower. Schotte cited a typical case: "Fomgta, in Hungary with
one set of machines and a few operators we replabedt sixty men." He
added that the machines "work twenty-four hourfiat vacation. The



place and location is immaterial and machines thaen installed in bomb-
proof cellars. . . . There is no limit to the fleity and adaptability of the
machines, provided the mass of data to be handlesufficiendy large®
Most importandy, stressed Schotte, Hollerith n@eh  guaranteed
"speed in handling mass records and data. Suctdspeald be absolutely
impossible by manual methods," he streded.
Schotte's report included a list of IBM's remarkabhaccomplishments
for the armies of war-ravaged Europe. Personalrimf¢ion about every
officer and soldier resided on Hollerith systems.Hrance, for example, the
actual "mobilization call to each officer was pedtby our equipment by
means of punch cards." Hollerith machines contdoléél payrolls to both
armies and civilian workers in munitions factoriés.

So comprehensive was IBM Europe's data on both @grmand its
enemies that Schotte's memo was able to asserththgbunch cards main-
tained "records of each and every Communist and'Naz

Records were also kept "on skilled laborers by g®sibn, industry, etc.
Such records are kept to control the potential af waterial manufacture,”
Schotte's memo specifiéd.

The labor data tersely alluded to in just a few dgoin Schotte's memo
was profoundly vital to Hitler. These automatedortp allowed the Reich to
strategically deploy both the skilled laborers wittGermany and the con-
scripted work brigades and slave gangs shippedoim foccupied countries.
It was a daunting organizational challenge. Byehd of 1940, the number of
such onscripted and other slave workers totaledlyn@sb million. Reporting
formats continuously evolved as the Reich's neédsiged and Hollerith tech-
nology improved to keep up. Eventually, reportirgegories included what
Germany considered its entire manpower pool, fraomgany owners to
skilled workers to unskilled laborers, divided immale and female columns.
As time evolved, the various cross-indexed rephuntther classified the cate-
gories into "Reich residents, civilian foreignepsisoners and Jews," as well
as others. Germany's punch card control agencychitasles Berichtwesen,
coordinated the reports. The agency consideredalier data, "without a
doubt, MB's most important statistical survey o ttleployment of indi-
viduals," as a key senior MB official later expreddt. "For all participating
offices," the MB officer emphasized, "this was thmejor tool for the coordi-
nation and surveillance of work employment in thdividual territories and
in the entire Reich. Its results laid the foundatior the ongoing monthly
negotiations on the assignment of workers for aremmproduction®’

Three years later, Schotte, while in his New Ydifice, would describe



to a government official exactly how the persorireking system worked in
Nazi-occupied territories. "For example,” wrote tloficial that Schotte
briefed, "if a Gauleiter [the ranking regional Na&arty official] in Poland
needs a number of technicians who speak Polisladeuhot Poles, it is possi-
ble to secure the exact names and locations omine in their present units
by placing the punched cards in the sorting machim# setting the machine
to provide the correct answer. When the requirethber has been deter-
mined, the machine stop$."

People weren't all that IBM counted and trackedhoBe, in his spring
1940 memo to IBM, was also proud of the companbiitya to count "ani-
mals: a record of each horse, mule, étc."

Although mentioned by Schotte only in passing, ahincensuses were
complex logistical projects. The Nazis ordered fingt such "horse census"
in Poland in early 1940. Jews operated many ofsthbles and equine opera-
tions in Poland. As part of the confiscation of 3wassets, horses were
seized and then mobilized by the army to move r@dserprisoners, and
even corpse wagons through the frigid, often snawboPolish countryside,
as well as the cities. By seizing horses, the Raisb cut off an important
means of escape for Jews fleeing Nazi invaderse®rtb German police
units stationed throughout Poland reflected thevityraof the horse count.
Those instructions proclaimed: "In order to sedie Wehrmacht's census of
horses, conducted to avoid a secret shifting arolinequest that you, in
conjunction with the county's farmers and all Wehcht offices dealing with
the horse census, employ police forces, especalligight, to establish that
horses are not secretly moved from their censusiaigsinto other sections.
Captured horses which may have been moved are tmrfescated and their
owners punished." British intelligence agents nwmmig the horse census
called the project "tremendous,” and in a secrpontecould only marvel at
the "thoroughness of preparatiors."

The spring 1940 cow census in occupied Belgiump atsonitored by
British intelligence, reflected an equal feat ofebtock counting. After the
count, each animal was required to wear an idecditg>*

Schotte's spring 1940 memo also listed the extnaargl programs of
material control covering inventories as diverse"asns, clothes, airplane
spare parts" and all raw materials, such as "rybbkrsteel, iron." Moreover,
reported Schotte's report, "records [are] kept athefactory with the type
and class of its machines" and whether they wereetly being used for
battle or classed as potential suppliérs.

In occupied lands, material censuses and regmtsabrganized Nazi



plunder of resources. For examplebwter census was scheduled for occu-
pied Denmark to discover large stores of butterrdeé by Danes. As rail-
road cars loaded with the material and merchandis@ foreign country
entered Germany, punch cards kept track of theniowve. This system was
refined as the months progressed and as Germaaogigation broadened.
Schotte later described the evolved system for eemonent official who
summarized it this way: "The original inventory dbghout a country is rep-
resented by cards,” the official wrote. "For a pérof ten days in Germany,
cards are punched of incoming and outgoing movesnantl then at the end
of ten days are sorted by commodity, together \lid inventory card . . .
[so] the inventory is never more than ten dayshmkkime.®

Schotte's spring 1940 memo also cited the orgaairaf all "automo-

bile records: (military and in some cases alsqtivate cars)." Private vehi-
cles were routinely seized by invading Germanst fiom Jews, and then from
other citizens as well. Identifying cars and trualkes one of the first statistical
efforts Germany generally mounted after invading fameign territory**
Hollerith machines were deeply involved in combmatards as well,

according to Schotte's spring 1940 memo. For exanypiftwaffe missions
were all duly recorded to calculate the detailawaétor combat, asserted the
report. Schotte's memo bragged that punch cardsamaed a "record of

each flight of a military aviator, for his persomatord and calculation of
premiums." In addition, all German war injuries wanalyzed by complex
Hollerith programs that allowed Reich plannershat€entral Archive for

War Medicine in Berlin to conduct sophisticated imatiresearch. In World
War |, it was Hollerith analyses of head-wound rfigs that helped the Aus-
trian military design the most protective helmesgible®®

Schotte's spring 1940 report also listed "decodofg@gnemy dispatches

as a prime Hollerith applicatiofi.

As each month advanced, Hollerith machines becan@e ninvolved
in each and every move of the German forces. Eadgptievery Nazi com-
bat order, bullet, and troop movement was trackedao IBM punch card
systent’

In 1940, IBM NY knew the exact location of its mawks in the Reich
on an updated basis. Without that tracking, it doobt audit IBM Europe's
charges and depreciate its equipment. One typieahme list in its Manhat-
tan office was entitled "International Business Waes Corp. New York"
and labeled in German words "Machines as of Semer8b, 1940." This
particular thirteen-page inventory identified eanhchine by client, location,
type, serial number, and value. Five alphabetizélsa 405 model series, for



instance, were located at the German Army High CandnThose five
machines bore serial numbers 10161, 10209, 113184, and 13128, with
each one valued between RM 8,750 and RM 11°675.

Other alphabetizers were placed at a myriad ofcedfi according to the
list, including various military inspectorates, ioffs of the punch card control
agency, the census bureau, the branches of Refistisal Office, and
strategic arms manufacturers such as Krupp andedsifdrcraft. Again, each
installation reflected the type of machine, semiainber, and valu®.

Ironically, all the rush orders placed into the itaiies of such countries
as Holland and Poland worked to the Reich's adgant&/hen the Nazis
invaded, all Hollerith machines were seized andveded to German use.
IBM subsidiaries were then on hand to service tleclirs needs. Sales to
Germany's enemies never bothered IBM's hyperseasi®eich sponsors.
Indeed, some in the Nazi hierarchy may have evewed such sales as a vir-
tual "pre-positioning" of equipment in neighboringations, nations that
many throughout Europe and America expected tonvaded imminently.
In the case of Poland, for example, IBM leased étith equipment to the
Polish military in 1939 just before the German isiea, and then immedi-
ately after the invasion created a new Berlin-baselsidiary for the occu-
pied territory. Accounts in annexed regions weemdferred to Dehomag. In
the case of Holland, systems were leased to th&arngilin early 1940; a com-
pletely new subsidiary was planned in March 194%t jweeks before the
invasion, and rush-formalized just after the ingas?

IBM had almost single-handedly brought modern warfainto the
information age. Through its persistent, aggressindaltering efforts, IBM
virtually put the "blitz" in the krieg for Nazi Gerany. Simply put, IBM orga-
nized the organizers of Hitler's war.

Keeping corporate distance in the face of the coypa mounting
involvement was now more imperative than ever. éljh deniability was
constructed with enough care to last for decades, undeniable fact was
that either IBM NY or its European headquarter$Geneva or its individual
subsidiaries, depending upon the year and localajntained intimate
knowledge of each and every application wieldedNagis. This knowledge
was inherendy revealed by an omnipresent papdr tin@ cards themselves.
IBM—and only IBM—printed all the cards. Billions tfiem.

Since Herman Hollerith invented his tabulators la¢ ttlose of the nine-
teenth century, the feisty inventor had fought pamus technologic and
legal battles to ensure that no source but his esmxould print a card
compatible with the sorter's complex mechanism&eGncustomer invested



in a Hollerith machine, the customer was continiotied to the company
for punch cards. This exclusivity was nothing lésan the anchor of the
lucrative Hollerith monopoly*

Watson vigilantly continued Hollerith's legacy. hg the Hitler years,

the Department of Justice litigated IBM's monopd&bgusing on the firm's
secret pacts with other potential manufacturerschvforbid any competi-

tion in punch card supply. Unique presses, extiaarg paper, near clinical
storage, exacting specifications, and special siom from Watson were
required for any IBM subsidiary to even begin prigtcards anywhere in

the world. Should any non-IBM entity dare enterfietd, Watson would

shut them down with court orders. For example, wthenGerman paper
manufacturer Euler, associated with the Powers @omried to print
IBM-compatible punch cards, Watson restrained tigtim an injunction.

For good measure, IBM wrote special clauses istG#rman contracts pro-
hibiting any client—whether an ordinary insuranoenpany or the NSDAP
itself—from utilizing any card other than one prodd by IBM. In short,
Hollerith cards could only be printed at IBM-ownaad -operated printing
facilities and nowhere elég.

Until 1935, IBM NY was the sole exporter of punclards to Hitler's
Germany. Eventually, Watson invested in high-speextses for Germany so
Dehomag could print and export its own throughouirope. During the
next few years, he authorized IBM printing presseg\ustria, Poland, Hol-
land, France, and greatly expanded capacity in @eymDeep into the war,
as late as 1942 additional IBM printing facilitie®re opened in Finland and
Denmark. All these plants acted as a coordinatedseborder European sup-
ply line. For example, in the first three months1®39 alone, IBM Sweden
sold 1.9 million punch cards to Denmark, 1.3 millim Finland, and 696,000
to Norway. IBM NY sold 1 million cards to Yugoslavand 700,000 to Fascist
Spain. Dehomag sold 261,000 to Hungary. It waglafle under the constant
supervision of IBM Geneva, which in turn kept inntauous contact with
IBM NY. European General Manager Schotte regulfldy back and forth
from Switzerland to America conveying repdits.
IBM printed billions of its electrically sensitiveards each year for its
European customers. But every order was differBaich set was meticu-
lously designed not only for the singular clientit for the client's specific
assignments. The design work was not a rote proeedwt an intense col-
laboration. It began with a protracted investigatmf the precise data needs
of the project, as well as the people, items, ovises being tabulated. This
required IBM subsidiary "field engineers" to undéw invasive studies of



the subject being measured, often on-site. Wasdple? Was it cattle? Was it
airplane engines? Was it pension payments? Whs/é &bor? Different data
gathering and card layouts were required for egoh of applicatiorf?

Once the problem was intimately understood, HdHeriechnology was
carefully wedded to the specific mission. This msx required a constant
back and forth between the IBM subsidiary's techingtaff and client user
as they jointly designed mock-up punch cards tawdmpatible with the reg-
istration forms, and then ensured that the plug @iadl tabulators could be
configured to extract the information. Only aftesreful approval by both
IBM technicians and the client did the cards finglo to pres§>

Once printed, each set of custom-designed puncldscéore its own
distinctive look for its highly specialized purpodeach set was printed with
its own job-specific layout, with columns arrayeddustom-tailored configu-
rations and then preprinted with unique column leb©nly IBM presses
manufactured these cards, column by column, wighpteprinted field topic:
race, nationality, concentration camp, metal druowmnbat wounds to leg,
train departure vs. train arrival, type of horsenlk account, wages owed,
property owed, physical racial features possessednfiamitum.*®

Cards printed for one task could never be usedafarther. Factory pay-
roll accounting cards, for example, could not biézed by the SS in its on-
going program of checking family backgrounds fariahfeatures. Differences
in the cards were obvious. Dehomag's 1942 accauinds for the Bohler-
werk Company, for instance, featured the manufactiname centered. The
card contained only 14 columns preprinted with sieadings as hours
worked above, column 8, pieces produced above eol@mand suggested
processing time above column 11. The right handl tbf the punch card was
empty?’ In contrast, SS Race Office punch cards, printedDefiomag that
same year, featured a bold Rassenamt SS logo. Rasseards carried custom-
labeled columns ior years of marriage above columheight above column
47, height while seated above column 48, and weighte column 49. A sepa-
rate grouping on the Rassenamt card listed "etbaiegories,"” including sub-
divisions such as Nordic printed above column 56ei@al above column 57,
Mongolian above column 59, and Negroid above col@®@nSS Race Office
cards were crowded from margin to margin with caluhesignation§
Dehomag's 1933 Prussian census cards featuredge Rwrussian Statis-
tical Office label and used only 48 columns in ltofBhe census card bore
such preprinted demographic headings as religioer czolumn 24 and
mother tongue over column 28; columns 49-60 wefteelmpty. Coal survey
cards listed sources, grades, and carloads. Lud#wafds listed bombing



runs by pilots. Ghettoization registration cardgeldl Jews block by block.
Railroad punch cards listed cities along a routkedule information, and

the freight being hauled—whatever that freight rhipg*

Each card bore the distinctive ownership imprimafuhe IBM sub-

sidiary as well as the year and month of issuatediin tiny letters—

generally red—along the short edge of the cardiBM punch card could

only be used once. After a period of months, thgayauan stacks of
processed cards were routinely destroyed. Billmonse were needed each
year by the Greater Reich and its Axis allies, négg a sophisticated logisti-
cal network of IBM authorized pulp mills, paper pliprs, and stock trans-
port. Sales revenue for the lucrative supply oflsavas continuously

funneled to IBM via various modalities, including Geneva nexus.

Slave labor cards were particularly complex on-ggimjects. The

Reich was constandy changing map borders and Geimgucity and

regional names. Its labor needs became more anel deonanding. This

type of punch card operation required numerous\watidn mock-ups and
regular revisions. For example, MB Projects 3090 2091 tracking slave

labor involved several mock-up cards, each claarfyrinted with Deho-

mag's name along the edge. Written in hand oniealypample was the pro-
ject assignment: "work deployment of POWs and mess according to
business branches." Toward the left, a column vaaslthabeled "number of
employed during the month" next to another colurandamarked "number of
employed at month's end." The center and right-hasildmn headings were
each scribbled in: French, Belgium, British, Yugegn, Polisit!

Another card in the series was entitled "registratof male and female
workers and employees." Hand-scribbled column megditemized such con-
qguered territory as Bialystok [Poland], NetherlagnBsotectorate [Czechoslo-
vakia], and Croatia. Noted in pen near the bottoarenspecial instructions
about the left-hand row: "columns 56-59 memberPalish ethnicity go with
hole 1 "and "columns 56-59 members of Ukrainiamieity go with hole 2.
Yet another Dehomag mock-up card in MB Project 3088s hand-
titted ‘"registration of male and female foreigoenkers and employees."The
scrawled column headings included: road worker ensintextile workers, con-
struction workers, chemists, techniciahs.

Cards were only the beginning. All decisions alyjmetisely which col-

umn and which row could be punched in order to erigprecord, tabulate,

and sort any portion of data were studiously deitgechin advance by

Hollerith engineers. Making the cards readableBi korters required spe-
cial settings on the machines that only companyneegs could adjust. This



involved review of machine schematics to ascertginich adjustments were
needed for each data run. Once an assignment wlastaken, the sub-

sidiary or its authorized local dealers would tteemtinuously train the Nazi
or other personnel involved to use the equipmethietier puncher, sorter,
or tabulator. The delicate machines, easily nudg#tdof whack by their con-
stant syncopation, were serviced on-site, generabythly, whether that site
was in the registration center at Mauthausen cdratgon camp, the SS
offices at Dachau, or the census bureau in anytoptihWithout this abun-
dance of precision planning, assistance, and supplsystems, IBM's Hol-
leriths just could not work—nor could their bengfite derived.

Naturally, IBM profits boomed. In February 1940, MB Geneva sent
IBM NY a month-by-month review of Dehomag's recqnabfit increases in
the last half of 1939. June profits increased RN686 over May profits. July
bettered June's amount by RM 123,015. August coatinto set another
record, beating July by RM 98,006, and so on ferr#st of the year.

In April, IBM executives in both Geneva and New Kocontinued to
marvel at Dehomag's unprecedented profit increasetding the unex-
pected nearly RM 1.8 million boost in December 19A88ditors could not
wait for details, reporting, "we telegraphed to IBefor further information
which we are now awaiting®

It was never clear exacdy how much true profit |IBdMrned worldwide
because of the stealthy way its many subsidiardiassified and reclassified
revenues to avoid taxation. Not all that was pabfie was declared a profit.
However, in mid-1940, even after applying its bastountancy transmogrifi-
cations, the New York office was compelled to anmmau yet another in a
string of profit records, this one for the firstifhaf the year. Just less than a
$6 million gross profit for the six-month period svaonceded, and that was
without adding about a million-dollar foreign profilocked in Germany and
elsewhere. That $6 million half-year profit was aba half million higher
than the same period a year before. Few in thediahcommunity were sur-
prised. IBM profits had been in a steep climb sitibe day Hitler came to
power>’ Clearly, the war was good to IBM coffers.

Indeed, in many ways the war seemed an ideal fiahrapportunity to
Watson. Like many, he fully expected Germany tonpke over all of Europe,
creating a new economic order, one in which IBM ldaule the data domain.
Like many, Watson expected that America would statyof the war, and when
it was over, businessmen like him would pick upgbst-war economic pieces.
In fact, Watson began planning for the post-war mboand a complete
reorganization of the world's economic system atraessoon as the war



began. By late April 1940, he had convened a st€llammittee for Eco-
nomic Reconstruction jointly sponsored by the twganizations he domi-
nated, the ICC and the Carnegie Endowment for P@#we group planned

to rewrite the rules of international trade andregnic sovereignty, essen-
tially parceling out the world's resources whenwiae concluded. Watson
introduced the plan to his fellow industrialistseatling an April 29, 1940,

ICC dinner in Washington D.C. "Our program," asseéVatson, "is for

national committees in the individual countriestody their own problems
from the standpoint of what they need from othemtoes and what they

have to furnish other countries.” It was the sanigei¢sque message Wat-
son had been preaching for years. Some countrah, len believed, were
simply entided to the natural resources of anotWéar could be avoided by
ceding these materials in advarte.

No time was wasted in making plans. "We are cagymm just as though
there wasn't any war, if you can believe it, andbpbly you don't," declared
Eliot Wadsworth, chairman of the ICC's American Q@aittee, when he con-
vened the April 29, 1940, meeting. Wadsworth, a aMatconfidant, revealed
that "already two meetings have been held amongeseptatives of the sec-
tions of the International Chamber in spite of faet that it is contradictory
to th regulations of the belligerent countries. .. England, France and Ger-
many have allowed the representatives of theirigextto meet in friendly
discussion at The Hague to consider the ... fyttmgram.®®

Just days after the ICC's dinner, Hitler launched savage Blitzkrieg
invasions overrunning Luxembourg, Holland, and Relg An outraged
public could turn nowhere without seeing Germaroaties depicted on
newsreel screens or the front pages of newspapéogor stories from
refugees, governments-in-exile, diplomats, and njalists alike would not
stop. Although the nation was divided on the wisdofmentering the war,
many nonetheless felt certain America would sodn jine battle against
Germany. Anti-Nazi sentiment intensified. A Gallppll taken shortly after
the Reich's spring offensive began showed only rzgm¢ of Americans felt
Hitler's invasion of Belgium or Holland could besiified *°

As the public mood swelled against all things Na#/atson was now
confronted with one major public relations probldns medal.

Despite all the persecutions, atrocities, plundand invasions, Watson
remained the proud holder of der Fuhrer's MeritsSrof the German Eagle
with Star bestowed in 1937 at the ICC Congresseari® Hitler's medal was
a very public link. Holding it in the face of daiggression was inherently an
acceptance of Hitler's actions.



At the same time, Watson had avoided virtually eiiticism of the Hitler
regime beyond offering boyish aphorisms to obsdhe Golden Rule, and
calling the invasion of Poland "a difference of mpn." He could not afford
to offend his second-biggest customer, a custommar would soon emerge
as the new dictatorial ruler of Europe. On the othand, Watson would
never allow his legendary and patriotic positiontle United States to be
compromised.

Events were squeezing Watson.

On May 16, 1940, the day after Holland capitulat¥datson did as he
always did: he reached out to his friends in theitg&/hHouse and State
Department for political cover. That day, he dispatl a note to Secretary of
State Cordell Hull asking if the United States goweent wanted him to
return the medal. Watson could then attribute bisirn or refusal to return
the decoration to Hull's specific counsel. Now, bwer, the American gov-
ernment was openly anti-NaZi.

Hull would not even become involved. The Secretampmediately
wrote back: "l feel that this is a matter upon whibe decision will have
to rest entirely with you, and is not one upon whthis Government would
be able to take a position." Hull penned a persapglet in the margin,
"| would offer advice to no person sooner than Y3u.

Four days later, on May 24, Watson took his firgerd step of identifica-
tion with the victims of Nazi aggression. He agrdedchair an emergency
committee to raise $3 million for the relief of Bhtrefugee§

But now, IBM itself was coming under scrutiny fais iNazi connections.
The company had become a virtual way station fom@e nationals transit-
ing in and out of New York for training, meetingmd conferences. Some of
these men were now moving with the vanguard of @@&man destruction
machine in Austria, Czechoslovakia, Poland, andldddl Others had been
transferred to South America. A number of Germationals were actually
stationed at IBM offices in the United States. Savhéhem were openly anti-
Semitic and pro-Nazi. To even express pro-Nazi iopg was now consid-
ered anti-Americafi Beyond the vaunted publicity stunts and symphonies
IBM's Nazi alliance was quietly emerging from thezé.

At the end of May 1940, FBI Director J. Edgar Hoouswecame inter-
ested in IBM's Nazi connections. Suspecting the paong of hosting a hot-
bed of Nazi agitation, the Federal Bureau of Ingesion, in late May,
launched wide-ranging investigations on at leastr féerman nationals
employed by IBM and suspected of espionage or oshibwersive conduct.
Although no charges were ever brought, more pralmesd follow and they



would continue for years. Assistant Secretary ateSt\dolf Berle became the
State Department's point man for espionage caoecat IBM. Berle and
Hoover began to regularly trade information on $uspected spies at IBM.
In short order, federal agents and local policelligence officers were dis-
patched to IBM offices in Manhattan, Endicott, Allga Cincinnati, and Mil-
waukee asking probative questidns.
Eventually, the FBI interviewed senior company exees in their
IBM offices, including the executive secretary,esalmanager, education de-
partment director, and even Executive Vice Presidemd General Manager
Frederick Nichol. The field investigations soon eaitn the door of several
IBM clients. Customers were asked about any pra-Memarks overheard
from at least one suspect IBM salesman in MilwaukBee postmaster in
Darien, Connecticut, was asked about rumors inagha leading IBM tech-
nical editor, a German national working in New Yavko was said to be part
of an anti-Jewish society and expressing pro-Reidgelings®®
As soon as Watson learned of the FBI's interesteed even before the
agency could organize its investigations, he wemd iaction. Watson and
Nichol visited Undersecretary of State Sumner Véetle June 6 to volunteer
personal details about potentially suspect IBM aygés in the U.S. and
Latin America. Watson made it clear he would coafeein any way, and take
immediate steps to sever corporate relations with iadividual the govern-
ment thought questionable, including several smediy discussed in the
Colombia and Mexico City offices. Welles referrdte tinformation Watson
proffered to Berle, who in turn forwarded it onXtoEdgar Hoover. Ironi-

cally, when Watson and Nichol met with Welles at tBtate Department on
June 6, the two IBM executives forgot to mentiore guarticular salesman by
the name of Karl Georg Rutfié.

The FBI soon took an intense interest in Germam-b&uthe for the
many reports of his rabidly pro-Hitler statementkiles in IBM offices and
even at customer sites. One widely distributed FRERl memo related the
comments of an auditor at Blatz Brewery in Milwaekene of the IBM cus-
tomers Ruthe had visited. A Blatz auditor passedRathe's remarks report-
edly expressing "strong sympathies for Germany[tre] thought that

Hitler was justified in everything he did, inasmuabk Germany was given a
very unfair deal in the last World Waf"

Another FBI report quoted IBM's Milwaukee managegparting that
Ruthe "was quite boastful and would predict theconote of the batdes that
are taking place in Europe, and that he kept tfieeoforce in a general tur-
moil with his constant talk about Hitler and what[Hlitler] was going to do



to the European nations." Ruthe was also rumore8iBh files to be a mem-
ber of the Bund, an association of German-Ameritanis®

Few could understand Ruthe's continuing position tie company
since he was hired in 1936. He did not fit the IBiwId. Reported in FBI
files as a "drunk" and "a poor salesman," Ruthe said to have seriously
under-performed at the Endicott sales training sthimdeed, when Ruthe
was transferred from the New York office to IBM Miukee, his superior
were asked to keep tabs on Him.

Although Watson and Nichol forgot to mention Rutlguring their
June 6 discussion, they did remember several ddgs, when Nichol sent a
letter to Welles marked "Stricdy Confidential." Ra wrote, "In the discus-
sion which Mr. Watson and | had with you on Thussdaine 6, we over-
looked mentioning the name of Mr. Karl Georg Rutlibe facts concerning
him are as follows." Nichol then listed in a coluRuthe's date and place of
birth in Germany, graduating school in Germany, tbar languages he
spoke, home address, and citizen status—which amgtican Citizen.™

Nichol added some other background: "Mr. Ruthe wiiast employed
by us on December 1, 1936, in New York in a sabgsacity. He spent three
months at our school at Endicott, N.Y., from JuyQctober 1937, when he
was assigned to Milwaukee, still in a sales capaéitior to working for us,
Mr. Ruthe was a tutor of modern languages in NewkY®ity; had his own
school in Schenectady (the Schenectady School ofjuages) and was an
instructor of German at Union College in Schenectatfe understand him
to be an American citizen, and believe that hisepir reside in Germany. It
so happens that we saw fit to ask for this marsggnation last week, based
solely, however, on his inability to produce a mecas a salesman in this
business." Nichol included nothing more on Ruthe.

Ironically, when the FBI inquired as to how a perseuch as Ruthe
could remain at IBM so long, they discovered that¥®¥n had omitted some
pertinent details. The FBI file cited observatiomzeived from IBM Sales
Manager Fred Farwell: "Subject's work was so poan"FBI report recorded,
"that he would have never been allowed to finish M School and go out
into the Field as a salesman had it not been ferchise relationship to Mr.
Watson, President of IBM; that as a matter of f&uibject had been a con-
stant source of trouble to all men in administtpositions who came in
contact with Subject. And that Subject was onlytkap an employee for the
length of time, in view of his relationship to tieesident of the Company."
Farwell added that Ruthe had married Watson's ritece



The first week of June was a tense one for Wa®onlune 3, 200 Ger-

man planes dropped 1,060 explosive bombs and @hdli&ries on Paris

itself. More than 97 buildings were struck, incluglitwo hospitals and ten
schools, killing 45. Ten children died at one desfwd school alone. U.S.
Ambassador to France William Bullitt himself narigunissed death. While

he was lunching with the French Air Minister, a loanashed through the

roof and into the dining room, showering everyorigh\glass shards, but the
device failed to explod¥.

The public mood was reflected in a page one storythe New York
Times, June 4, reporting a mere off-hand commerdntcelevator boy by a
German diplomat arriving in Buenos Aires, Argentifbe diplomat asked if
the young man could speak German. When the youledethat he could
not, the diplomat shot back, "Well, you'd bettearfe it, you are going to
need it.”

On June 6, newspapers across the country, includedlew York

Times, reliably reported that the Gestapo was seguAmsterdam armed
with special lists of the "enemies of Germany." 3dgounded up were "lig-
uidated. . . . Nearly all have faced firing squadbe syndicated articles
reported. Rumors that the names and addresse$ &fved living in Holland
had already been turned over to Nazi agents wese aitculating in both
German and American papers. That same day, sont¥ ZX@rman tanks
began rolling toward Paris for what was being chllee "Battle of France."
Reich bombers hit the British coasdine. All thisswaappening on the very
day Watson was in Washington, D.C., assuring Urdeesary of State Welles
that IBM would rid itself of Nazi sympathizefS.

The long delayed moment had come. That day, Jun&/d&son wrote a
reluctant letter to Adolf Hitler. This one would tnde misaddressed or
undelivered. This one would be sent by registeredl and released to the
newspapers. Watson returned the medal Hitler hadopelly granted—and
he chose to return it publicly via the media. Thter declared: "the present
policies of your government are contrary to thesegsufor which | have been
working and for which | received the decoratidh.”

In Germany, Watson's action would be considered highest form of
insult to der Fuhrer at a moment of German glotye public manner of Wat-
son's rejection only heightened the affront. Thimild change everything.

In Berlin, at Dehomag, all hell broke loose.



9 THE DEHOMAG REVOLT

JUNE 10, 1940
Memo to Willy Heidinger
Re: Mr. Watson

I am setting up a confidential file in this matter.. [and]

sending you a copy of vyesterday's edition of the Ikigoher

Beobachter. It states that Mr. Watson has returnége medal,

which  the Fuhrer had bestowed wupon him... This pidtu
step of Mr. Watson's opens up a number of possisli At

the moment, we have decided not to start anythingrsetves

but will wait to see who might approach us, if aogh. It is

not improbable that such a step may harm the compaand

all of wus, very seriously—sooner or later—since inust be

considered as an insult to the Fiihrer and theeefothe Ger-

man people.

Mr.  Hummel has been deliberating whether we can neve
continue in the management of the Dehomag in light this

deliberate insult.... | have assumed the positiorhat t our

first duty and obligation is to place all our sidgm at the

disposal of this enterprise which is so importanbr fthe con-

duct of the war. It is imperative that this companyeet all

the tasks that the German economy has imposed on p#r-

ticularly in time of war. Moreover, there is no sea to cause
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the Dehomag and its employees any harm merely decaf the per-
sonal hatefulness and stupidity of one American.

It appears that Mr. Watson is surrounding himselithwa group of
Jews who fled from Europe.... It appears that th8uénce of these
Jews, in addition to the anti-German Jewish anderothes in news-
papers, are beginning to affect his mind and to edep his judgment.
Even if he [Watson] should have pretended frierusior Germany
and if his true opinion did not become apparentl umbw, it is evident
that this act is terribly inane, looking at it from purely commercial
point of view. It seems Mr. Watson, with great gniwants to insult
the Fiihrer of the German people, but he does raatlize that there
can only be one result of this act, if there is aaty all, namely, that
Mr. Watson's personal economic interests can leetaid.

Nevertheless this step is indicative of the greatitement in Amer-
ica; therefore the danger that America may enter wWar is somewhat
closer. If this should happen we would have to dwamthe possibility
of separating ourselves from [IBM] America in vieaf the new condi-
tions. Naturally the Economics Ministry will examincarefully whether
Germany receives more royalties from America orevigersa.... we
would welcome it if the royalty agreement betweeehbmag and IBM
could be dissolved entirely. One could assume tlositipn that the
mutual contributions should stop with an exchangé patents....
Therefore, if we renounce any further contributioffsom IBM NY],
no royalties should have to be paid in the futufbe IBM interest in
the Dehomag would then have to be transferred Bwrman hands in
some form or other.... Savings of royalties could paid into a war
fund and at a future time the rentals could be tedeto correspond
to the present royalty.

In any case | have the feeling that Mr. Watson &wvisg the branch
on which he and his IBM are sitting.

From Hermann RottKe

The war was on.

Nazism's favorite capitalist had fallen from theidR&s imagined cloud
line. By returning the medal, Watson had turnedden Fuhrer, insulted the
German people, and proved that IBM was no longeeliable ally of the
Third Reich. Everywhere among the insider echelohNazidom and Ger-
man media, Watson's name was reviled. Hitler'sqoeispaper, Volkischer



Beobachter, declared that the "vultures of prafitel the fry," adding with
regret, "it might have been expected that . . .rd&® Watson would have a
broader outlook than the hate-blinded Jewish exldod journalists:™

Nazi castigation was not limited to the Greater cRegibut was broadcast
by German radio and newspapers in the invaded Gesmas well. Quickly,
IBM managers in occupied Czechoslovakia, Polandwsg, and other Nazi-
dominated lands learned of Watson's affront. Thay the impact immedi-
ately as their German customers, corporate and rgoment, expressed
displeasure. Fascists in other Axis countries wegeally offended. Mus-
solini's people in Rome were furious with Watsaoali#ina, summoning the
subsidiary's director to a formal reprodch.

All the suppressed but long festering resentmentDahomag now coa-
lesced into a unified list of grievances. Dehomags e German company that
Watson stole. IBM NY represented foreign dominatiand therefore the
very antithesis of National Socialist doctrine. TAmerican parent company
was charging exorbitant royalties and reaping hpgdits, thereby exploit-
ing the German nation. Most of all, Heidinger hatdtson. It all became a
single impetus for open corporate rebellion.

The backlash was immediate. In Dehomag's Lichwefebffice, Wat-
son's picture was removed from the wall. Stuttganployees did the same.
In the Hamburg, Frankfurt, and Vienna branches—ahimnately in every
one of the German subsidiary's offices—the picturie#Vatson were quickly
taken dowr. That was only the beginning.

Spurred by equal parts personal greed and Naziorferkleidinger and
Rottke began scheming to completely eliminate IBM'SNinfluence from
Dehomag's realm. Step-by-step, they would now prestBM either to sell
the subsidiary to German nationals, or at leastiaedhe foreign ownership
from a majority to a minority. Ousting his personapresentatives from
the Berlin subsidiary's board of directors wouldoalend Watson's micro-
management of Dehomag operations. Plain and sinigdinger, Rottke,
and Hummel now saw Thomas J. Watson and IBM NYitde more than a
foreign nemesis—a nemesis they were determinedsiootf.

To begin his putsch, Heidinger retreated into acipee reading of Ger-
man corporate law. On July 1, 1940, he sent a texgid letter to IBM
Geneva convening a special board meeting to disthesscrisis caused by
Watson's insult to Hitler and to expel IBM NY's regentative, Geneva-
based John Holt, from the three-seat bgdard.

Using charged language, the meeting agenda decldrad Holt would
be "eliminated" by a vote of the local board beeaus was an absentee



director and thereby “"prevented from fulfilling hsbligations.” IBM re-
sponded to the challenge with coolness. Genevadabpower of attorney to
IBM's local representative, Albert Zimmermann, autring him to discuss the
issue, of course, but then to vote IBM NY's majoaitiainst replacing Hoft.
Insufficient, declared Heidinger. Under a strictadeng of German cor-
porate law, a power of attorney required a cersamorn written form, and an
authorizing cable alone was legally unacceptable J@y 15, Heidinger con-
vened a brief sixty-minute board meeting, disallayviZimmermann's dis-
senting proxy. Then the two resident board membeisidinger and his
brother-in-law, Dr. Gustav Vogt, voted Holt out. Il'4ersons present agree
that it is advisable to straighten matters,"” thdeleous German board
resolved by "the elimination from the board of dimes of Mr. Holt. . . .
Considering the present situation ... all persaesgnt propose a personality
[as a replacement] who is also esteemed by the @&@efauthorities]." Tech-
nically, however, with Zimmermann's proxy disqualif, a voting quorum
was not present. Therefore, while Holt could beedobut by the board
alone, his replacement could not be properly vatedunder German law
except by the stockholders themselves. IBM was ldrgest, holding 85
percent’

Knowing Watson's proclivity for hiring lawyers toef@énd hairsplitting
legal positions, Dehomag adhered to the explidtedeof the law. Heidinger
sheduled another immediate meeting, just two wdatex, on July 29, to
elect the "replacement of the eliminated member, Molt,” as the board
minutes phrased it. Under German corporate law,ntivites noted, if IBM
declined to provide a proper written proxy for tbecond meeting, then the
token minority 15 percent ownership—that is, Heggin Rottke, and
Hummel—could vote in whomever they wished to replatolt® Doing so
would neutralize Watson.

Just after the July 15 meeting adjourned, a brus@ehomag letter
was dispatched to IBM Geneva. Citing German law anchpany statute
down to the sub-paragraph, Dehomag's notice advi&atkva that its previ-
ous cabled proxy to Zimmermann was unacceptabl@sirform. With or
without the approval of IBM NY, the letter blundyamed, the re-scheduled
July 29 meeting would address the Watson medalsctand its eventual
consequences for our company,” as well as the dceptent of the elimi-
nated member, Mr. Holt"

For years, cabled instructions from Geneva and Neéwk projecting
Watson's micro-management had been routine factsogborate life for
Dehomag. But all that was before Watson returnedidtoration. Now Hei-



dinger had the momentum to work his own will. Heubdoforce his issues

with a combination of strict legal interpretatioand rapid-fire corporate
maneuvers.

Heidinger's July 15 correspondence to IBM Genevaneg the parent
company that should it fail to provide the propeoxy form for the July 29
meeting, or fail to ratify Berlin's choice for amdéoard member, a stalemate
would prove just as destructive. Then, "no decwsitrinding the company
can be taken," Heidinger warned, adding, "To emdighmatters, we wish to
state that according to ... [German corporate] e, board of directors has
to be composed of three persons at I€84tblt's ouster left only two sitting
board members: Heidinger and his brother-in-law tVd§ithout three on
Dehomag's board, the firm would be illegitimate andapable of function-
ing as a corporate entity.

To ensure that Watson could not litigate the boaudsch as setting
"unreasonable” deadlines in view of difficult waré circumstances, Hei-
dinger scheduled the July 29 meeting not in Deh&nBgrlin headquarters,
but in the subsidiary's Munich branch. Munich waach closer to IBM's
Geneva office, "thus diminishing your traveling érh Heidinger carefully
wrote to IBM Geneva:

This time, IBM rushed to comply. Watson's Genevarasentatives did
not feel comfortable entering Germany with offisiagitated. But they did
present their resident German agent, Zimmermanth wiproper power of
attorney. The July 29 board meeting in Munich comeeat 10 A.M. with a
reading of the rules and relevant statutes. Quijctigy did away with the
traditional balance sheets showing losses resuliingzero bonuses. Hei-
dinger forced adoption of the true profits totatearly RM 2.4 million for
1938 and almost RM 4 million for 1939. Managemeoiuses of nearly RM
400,000 were approved for Rottke and Hummel. Hegglirreserved his own
bonus for latel?

The medal crisis was then vigorously debated "iewviof the great
urgency of this question." Heidinger demanded thalt's seat on the board
be filled not by one German director, but two. Hemmated Emil Ziegler
on the suggestion of the Berlin Chamber of Commefée second nomina-
tion was a leading Nazi official, Ernst Schultea®taus, a key advisor in
Deputy Fuhrer Rudolf Hess' offica.

Dehomag was to become completely Nazified. Theahiby had plans
for Hollerith machines that stretched to virtuadllf the Reich's most urgent
needs, from the conflict in Europe to Hitler's wagainst European Jewry.
Some of the plans were so sensitive they couldedatiscussed with out-



siders. It was absolutely essential that Dehomagdrerolled by the highest
Nazi party and government circles. Heidinger hadnestions at those lev-
els, which had benefited Dehomag through the Hytsers.

Heidinger had been a friend of Hess' since theildisong days in
World War |. The Schulte-Strathaus family had, @1Q, helped Heidinger
lauch the original Hollerith Company in Germany. n8e remained tight
during the post-War years. Ernst Schulte-Strathzad emerged as one of
the bizarre and mysterious personalities at thedfothe Nazi leadership. A
doctrinaire astrologer, Schulte-Strathaus reacstifues for Hes¥'

In the July 29 board meeting, Heidinger demandedt tiSchulte-
Strataus be ratified. In fact, Heidinger had alyeads/ited him to join the
board and Schulte-Strathaus had already accép®d.he expected a unan-
imous yes.

But Watson was not ready to allow Heidinger to atiet who could sit
on the board—even if the proposed man was a pdrsahdsor to Deputy
Fuhrer Hess. Zimmermann declared that he was oisttuto vote against
Schulte-Strathaus. Wielding IBM's majority, the @@ was defeated. Wat-
son preferred either Rottke or Hummel, both of whowned token stock
options, or Zimmermann himself. Heidinger stauncrdjused to even allow
Watson's suggestions to be voted, asserting thah&ecorporate law made
employees ineligible for seats on a board of dmectHeidinger insisted on
Schulte-Strathaus as a representative of Hess.

Heidinger adjourned the meeting in a stalemate. tNéwe decided to
either cash out of the company, or pressure IBM iessentially walking
away from its subsidiary. The stakes were immeas&érmany.

Hess' office was not the only one determined touensthe complete
cooperation of Dehomag. Other key Party advisordeéo Fuhrer's office,
soon to emerge, also had plans for IBM's equipmé&ut the strategic
alliance with IBM was too entrenched to simply shitoff. Since the birth of
the Third Reich, Germany had automated virtuall eéntire economy, as
well as most government operations and Nazi Partiyites, using a single
technology: Hollerith. Elaborate data operationsreven full swing every-
where in Germany and its conquered lands. The ppwsuddenly discov-
ered its own vulnerable over-dependence on IBM iinaci.

Millions of cards each week were needed to run sheers. Indeed, the
military alone employed some 30,000 people in thdallerith services.
Adding other governmental and commercial clientsaray given time, thou-
sands of operators were working at Holleriths. \Watpresses printed all the
cards these people needed moment to moment. |Bdgsr@nd pulp supply



lines extended to mills throughout the world. IBMred the patents for the
unique paper stock the Holleriths required. At sagne time, Germany's war
industry suffered from a chronic paper and pulprisige due to a lack of
supply and the diversion of basic pulping ingretieto war propellants.
Only four specialized paper plants in Germany caadn produce Hollerith
card stock—all were on contract to IBM. The few @afouses in France
were running low on coal and cellulose suppliesicketheir deliveries could
never be assured for more than a month or two &mne. IBM was con-
standy pooling its global paper resources, inclgdits abundant North
American suppliers, to meet the ever-increasing ahein The Reich could
not tap into the vital North American paper markdtwlleriths could not
function without IBM's unique paper. Watson corigdlthe papet’

Printing cards was a stop-start process that unmgimal conditions
yielded 65,000 cards per eight-hour shift. The dHReich consumed cards
at an almost fantastic rate. In 1938, more thanr@dlion per year were con-
sumed from German sources alone. In 1939, that euralmost doubled to
1.118 billion. Projected use by 1943 was 1.5 hilliost within the Reich.
Building a printing press was a six-month procesbest, much longer when
the metals were not available. Dehomag clientscallyi stockpiled a mere
thirty-day supply of finished punch card paper. leidgths could not function
without cards. Watson controlled the cafis.

Precision maintenance was needed monthly on theitisen gears, tum-
blers, and cogs on thousands of machines that pgtet millions of times
each week throughout Nazi Europe. Building new didet might take six
months to a year just for the first machine toalsatrive from specialized
machine tool works. Long tool manufacturing leadngs were always
needed. In 1937, IBM ordered three inclinable powegsses for planned
factory expansion; delivery times for the power sses required ten or
eleven months. Three six-spindle drill presses iredueight to twelve
months. A three-spindle drill required sixteen nmsntA radial arm drill
required twelve months. Two plain milling machinesd a vertical miller
required twenty-four months. Even working at peakacity in tandem with
recently opened IBM factories in Germany, Austitaly, and France, Nazi
requests for sorters, tabulators, and collatorsevsck-ordered twenty-four
months. Hollerith systems could not function withomachines or spare
parts. Watson controlled the machines and the spats'®

Watson's monopoly could be replaced—but it woul#tetayears. Even
if the Reich confiscated every IBM printing plamt Nazi-dominated Europe,
and seized every machine, within months the candsspare parts would



run out. The whole data system would quickly grinda halt. As it stood in
summer 1941, the IBM enterprise in Nazi Germany wasdly a stand-
alone operation; it depended upon the global firsneechnical, and ma-
terial support of IBM NY and its seventy worldwideibsidiaries. Watson
controlled all of it.

Without punch card technology, Nazi Germany would bompletely
incapable of even a fraction of the automation ad htaken for granted,
Returning to manual methods was unthinkable. TheeRand Settlement
Office of the SS was typical of those Nazi agenéiastrated over their long-
back-ordered Holleriths. The Race and Setdemenic®ffvas a marginal
agency that functioned as a marriage-assistanoeabuior SS officers, and
therefore did not merit its own Hollerith. While\itas waiting, Race and Set-
tlement department heads complained in one typitafistical report that
the office simply could not keep up with its pradigs raceology responsibil-
ities without a punch card system. "At least 7,@@plicants," the report con-
ceded, "who fulfiled the [racial] requirementser fmarriage have been
waiting years for their Certificates of Approvabifn the Reichsfuhrer-SS."
What's more, 50,000 additional applicants were alading for further doc-
umentation reviews, the report continued, and mbes 100,000 applicants
had only been provisionally accepted into the SHl time office could prop-
erly "complete their family trees back to 1869."

"I have determined,” wrote the SS Race and Setder@dfice's statisti-
cal chief, "that the Hollerith punch card systenhiah is being used success-
fully by the Reich Statistics Office, ReichsbahmidRspost, Reichsbank, etc, as
well as various research facilities ... is necgssand would serve our inter-
ests best?

The Race and Setdement statistical chief succin@kplained the
Hollerith difference in these words: "The [manuafly in which the files are
[currently] stored, makes any quick and efficieatvey impossible. It would
require months of work looking through individudle$ to answer even one
[racial] question." He added, "For every single afethe additional future
tasks, months of tedious clerical work would beessary just to determine
how many and which [racial] petitions are involvdthe punch card system
would be able to determine this easily, quicklythe desired date.... There-
fore, card indexing is indispensable." The SS &iaian concluded that the
high cost of the IBM equipment was justified be@ukis was the "exact
instrument for complete surveillance both on adasgale and down to the
smallest detail?*

The SS Race and Settlement Office was finally alied its Hollerith,



but only in 1943, two and a half years after inaatjug the collection of the
marriage data it sought to autométe.

With punch card technology so vital to German openg, it was no
wonder that after Watson ostentatiously returnetieFs medal, Reich plan-
ners suddenly worried about their entire Holleritifrastructure. Berlin
launched the same struggle for autarky, that igiomal self-sufficiency,
already underway for armaments and raw materialsh sas rubber. Out-
raged Nazi leaders became determined to replace i&Wnology with a
punch card system they could control. It was a enatf Nazi necessity. It
was a matter of Nazi pride.

The quiet effort began in France, which had fallen German domina-
tion in mid-June, just days after Watson returniee medal. Nazi engineer
and Dehomag-trained punch card specialists fromlirBeguickly began
pilfering the machines of IBM's French subsidiabyinging them back to
Germany for urgent assignments. No longer boundhdnor Watson as a
business partner, Reich agents categorized theineschs "war booty" that
could simply be seized.

Next, Hermann Goering's circle purchased a majociytrol of the tiny
Powers operation in France, hoping to merge it iat@&ermanized cartel.
Nazi representatives even brought in for examinatorival machine pro-
duced by a small fledgling French company calledl, Buhich enjoyed about
25 percent of the fragmented French market. Plagme \already underway to
purchase a majority control of Bull, which had wiedl no mass manufactur-
ing operation but offered a replicable design. \Wathad long tried to neu-
tralize the tiny Bull operation with patent litigam, buy-out offers, employee
raids, and even outright purchases of Bull's opmratin Switzerland. But
Bull, even though dwarfed by IBM, still had a numlzé machines in opera-
tion. And its machinery was considered as goochgdHmllerith >®

But Berlin really didnt know what to do. They solsome IBM
machines in France, purchased control of a Powdbsidiary, and brought
in Bull machines, all envisioning a new cartel. Moof it was coordinated,
but something had to be done to counteract Germaeyendence on IBM.
From the Reich's point of view, Watson and IBM digapossessed an
insider's understanding of virtually everything @any did and indeed all
of its advance planning. That had to stop. Arguethey might, IBM NY
officials were unable to convince Nazi officialshetwise, even when New
York emphasized that only non-American IBM emplaygmssessed access
to the Reich's most sensitive secrets. Watson'dinBettorney, Heinrich
Albert, offered a written opinion summing up thelgem. "The military



authorities are greatly concerned with the wholettend wrote Albert
shortly after the Dehomag revolt began. "Not onlg most military agencies
and offices equipped with these special machinesthmi authorities are also
afraid that via the majority of IBM in the Dehomatye USA [itself] might
get a far-reaching insight into the activities moily of Dehomag itself, but
also of the big German rearmament plants and then&e economic struc-
ture as a whole. This fear is based on the paaticoganization of the busi-
ness of Dehomag and is not quite as unfounded rught appear from the
very beginning®

"The Dehomag does not sell its machines," Albentiooied, "but lets

them out on lease. Before concluding a contratgaxfe, a thorough study of
the [client] company, or business enterprisewkvants to have the
machines, is made from the point of view whetherubke of the machines

fits into the system of the prospect, whether the of them is advantageous,
and how the business must be organized to useahbines to the greatest
possible advantage. There can be no doubt thatitisod . . . secures to

the Dehomag a contact and insight into the bigrass of the nation supe-

rior to any other company™

Albert added that IBM's counterarguments and ratesmwere simply

not credible to the authorities. "It is no use tgue that this fear is

absolutely theoretical and has no foundation [at]favhatever in practice, as
not only no American citizen is employed in thistpa the business ... [or

that] these studies are kept most confidentialssaudet according to the
strictest general rules and regulations. Ther@Htjection and the handicap

is and must be taken into consideratiéh."

From IBM's point of view, the struggle to create aliance with Nazi
Germany had been too great and the potential fatinuing profits too
rewarding to simply walk away. Nor would Watsonetalte competitors—
existing or newly created—invading IBM's hard woerritory. Since the
dusty horse-and-buggy days of National Cash Registatson had learned
not to compete, but to eliminate all competition—matter how marginal—
by any pernicious tactics necessary.

IBM Geneva troubleshooter, P. Taylor, in an Augd®40 letter to the
New York headquarters, worried openly about theeahrshould the Third
Reich develop Bull machines or an ersatz hybrid—retfmugh it would take
years to switch. "The danger of this is, of coutbat the Bull machines do
exactly the same as Dehomag's," wrote Taylor, 'stlElso having alphabetic
and printing units, and [if obtained] they can Babie exchanged to replace
Dehomag machines>



Heidinger had obtained a one-week travel permitandugust 15,

1940, he visited Taylorin IBM's Geneva office todge his threats and
demands. He was not subffe.

"Foreign partnerships in German companies are ray vmuch liked,"
Heidinger told Taylor, "particularly where the fage interest is a majority.
The IBM majority in the Dehomag was not very helpfout did not cause
too much harm—up to now. The situation is entirehanged by the step of
Mr. Watson giving back his German decoration anding a letter to the
Fuhrer published in the American press. That steponsidered as an insult
of the highest degree not only to Hitler, but tachkeandividual German.
What could be the consequences? Each customer ospguot will try to
avoid getting punched card machines from a compahich proved or at
least appears to be hostile to Germany. Therefaralaady existing or a
new-formed German company taking up the manufacam@ sale of such
machines will have excellent chances. Dehomag'inéss would no longer
exist."®

Exaggerating how easy it would be for any new cditggeto emerge,
Heidinger asserted, "Patent difficulties do notsexiand] if necessary it
would be easy to get a compulsory license for aesibdoyalty of say five
percent instead of twenty five percent which [ndwghomag pays [to IBM
NY]. No difficulties would exist to get experts fauch a system: workmen,
engineers, salesmen, managéfs."

Heidinger threatened to call for a vote of empleyess loyal Germans,
whether they would continue working with an IBM sidiary or a newly
formed German one. "The IBM should consider whaultea vote within
Dehomag would have," said Heidinger menacingly. &Wif the Dehomag
people is willing to continue working for the Dehaghof which a majority
is owned by a hostile IBM or who is willing to worlor a new German
company?®

There were more complications. All the open undeenis against
Dehomag as an American business with German margatjenere now con-
firmed. IBM's subsidiary had been unmasked as a-Argan business—
something many always knew but begrudgingly ovéwao Now many in
Berlin were preparing for the day when the U.S. Mdoin England against
the Third Reich. In such a case, explained Heidinfeehomag would be
considered enemy property, a custodian would beiafgd to run the busi-
ness and make all decisions. "Such [a] trustee dvbel the only manager,"
continued Heidinger, "while the rights of the oldamagers and the board
are suspended. The consequences would be disashmeisf the several



possibilities is.. . [that] the trustee would digeothat our profit and there-

fore the prices are too high. He certainly could probably would reduce

at once the prices. There would practically be mssfpility to raise the
prices again in normal times. Supposing the Dehomalged through this
crisis—the return to shareholders could then oelydry modest*

"With or without the entry of the U.S.A. into theaw' stressed Hei-
dinger, "the danger of the total ruin of the Dehgnm immediately present.
No member of the board of directors or managementidc assume the
responsibility of passively awaiting evenfs."

Heidinger offered IBM several ultimata. One: sk entire subsidiary

to the Germans at a negotiated price. Two: usenili®mns of surplus profits
in Dehomag's blocked accounts to double investriretiie subsidiary. Issue
new shares, but all the new voting rights wouldhleédd by Germans, either
Dehomag managers or an Aryan committee. IBM wotiltiretain its major-
ity ownership, but lose its control. Three: In angdicated scheme, IBM NY
buys out some of the captive stock held by Heidingottke, and Hummel
and transfers that stock to employ&es.

Whatever Watson decided, insisted Heidinger, Delgoraust now be
allowed to exercise further control. "The advicgive you now is of more
value than any advice given in the past,” Heidirtgéd Taylor. But he would
not wait for the protracted decision-making proc®@¢atson was known for.
He demanded that Taylor cable the threats and reptio Watson. Heidinger
would wait in Geneva for an immediate respolise.

Taylor cabled Heidinger's remarks to New York with observation

that "a plan exists already for the formation oieav [rival] German com-
pany.® Whatever Watson did now to enrich its local mansge relinquish
control, eventually IBM would be dethroned. At ame time, IBM people
understood it was far easier to talk about reptati than to actually do

so. Harrison K. Chauncey, Watson's top emissaBgeitin, reported after one
key meeting with a ranking Nazi official, "We ated¢atened with possible
elimination of Dehomag through competition whichynh@ sponsored by

the authorities." But he followed by counteringh&rgovernment at the pre-
sent time needs our machines. The army is using twidendy for every
conceivable purpose." He added, "During the wawrduld be very difficult
for competition to get started, unless they useal Fnench Bull manufac-
turing plant." W. C. Lier, another senior IBM awadinegotiating in Berlin,
commented on the prospect of Germany not allocateng materials for
machines manufactured by IBM's subsidiary in ocedpirance. Lier wrote
to Chauncey, "the whole point is—who will manufaetgince the Dehomag



is not in a position to deliver most of the unitefdre one or even two
years?" Lier underlined his rhetorical questiondiad, "[who] will produce
the machines which are indispensable to the Gemmareconomy?®

Since 1933, Watson had refused all opportunitiesrastrain or disasso-
ciate from Dehomag, or even reduce IBM's breaknexpansion program
for the Third Reich. Yet now, in August 1940, avearebefore, Watson was
confronted with one genuine last chance—perhdpe most decisive
chance—to walk away.

If Watson allowed the Reich—in a fit of rage ovdretreturn of the
medal—to oust IBM technologic supremacy in Nazi i@amy, and if he
allowed Berlin to embark upon its own ersatz pueealnd industry, Hitler's
data automation program might speed toward selfg®n. No one could
predict how drastically every Reich undertaking lgole affected. But
clearly, the blitz IBM attached to the German krigguld eventually be sub-
tracted if not severely lessened. All Watson hadldowvas give up Dehomag
as the Nazis demanded. If IBM did not have a teldgio stranglehold over
Germany, the Nazis would not be negotiating, theyld simply seize what-
ever they wanted. For Watson, it was a choice.

He instructed IBM General Manager F. W Nichol tdepdone Geneva
manager P. Taylor on August 19 and enthusiasti@lyrove the ratification
of Hess' staff advisor Schulte-Strathaus and Gerrbasinessman Emil
Ziegler as new board members. Watson also agreedfdo former German
counsel in New York, Otto Kiep, as a third additi®atson had known and
trusted Kiep as a family friend for years; Watsaésighter even served as
godmother to Kiep's child. Kiep could at least toy mitigate further Deho-
mag efforts to exclude IBM NY from the businessqaeds and help shore
up ties to the government. At the August 31 Dehorbagrd meeting in
Berlin, under direct instruction from the New Yookfice, IBM's representa-
tive voted with Heidinger. The details were recarda the minutes. "Mr.
Holt is barred by unanimous vote. Messers. Kiephue-Strathaus and
Ziegler are elected unanimoush)."

But Watson would not detach Dehomag from the glolgi1 empire.
He would not allow Bull and Powers or any other petitor to intrude
upon his domain. IBM would not back down from whatconsidered its
rightful commercial place in Nazi Germany's New VWdDrder.

Over the coming months, Watson would fight hour hour, deploying
lawyers, special emissaries, and government inddiaries to protect his
privileged and profitable position in Hitler's ergdse. Watson would not



allow IBM to be replaced. As a result, millions edrds, millions of lives, and
millions of dollars would now intersect at the whig stations of Hitler's
Holleriths.

EVEN THOUGH Watson had agreed to director's seats for threleeimial
Nazis—Schulte-Strathaus, Ziegler, and Kiep—it jwsasn't enough. The
pressure on IBM's empire would not subside. On Aud®, a special com-
mitee of some undetermined Nazi authority launclaed investigation of
Dehomag and its practices. There was no let-up erdifber's insistence
that IBM relinquish control of Dehomag either bycbming a minority
owner or selling outright. If that was not possjbhe wanted his now valu-
able shares purchased by IBM for doll&rs.

At first, the fact that Heidinger was insisting looth a buy-back of his

shares and transfer of the subsidiary ownershipanepl to be a contradic-

tion. If Heidinger wanted as much of the stock assible in German hands,
why insist on IBM repurchasing his shares, whichuldoreturn ownership to
New York? But Watson soon understood: Heidinger tndsg to cash out

his position in dollars even while he helped Germanles dismantle Deho-
mag or weave the firm's resources into a purelyn@aer cartel. This was
becoming all too apparent to Watson's negotiat@sthey explored any
avenue to quiedy separate from Heidirfer.

In late August 1940, Taylor in Geneva suggested Néwk might want
to simply pay off Heidinger with an enticing finaalcarrangement by either
increasing his percentage of the company or urkiagaa one-time buy-out
of some or all of his shares on the condition thatcancel his special con-
tract altogether. Knowing Watson's aversion to pgyactual dollars, Taylor
suggested IBM trade "one of our buildings in Betland add in more
accounting maneuvers. "If we have to pay in Rei@rks)" wrote Taylor, "get
Mr. Heidinger to take the first building at our phase price of 2,178,000
marks, plus the difference in a cash payment, sadh to be obtained from
Dehomag as a payment on account of their indebssdi® us for royal-
ties." To keep Heidinger out of any competitive pamy, Taylor suggested
IBM "would continue to pay 40,000 marks a year teidihger for his advi-
sory services, and in the event of his death, pdg his widow as long as
she lives.*®®

Pages and pages of financial and political analysest back and forth
between IBM offices in Berlin, Geneva, and New Y.dtkvas a constant state



of corporate crisis as the vicissitudes of oneooptifter another were floated
and sunk, revived, and then shun‘t‘édl.’hrough it all, Heidinger remained
adamant.

IBM's Berlin attorney, Heinrich Albert, was one d@ermany's leading
experts on foreign corporations operating in th&drReich. Of course, IBM
was not alone in its lucrative dealings with thdardtReich. Many American
companies in the armament financial, and servieaarefused to walk away
from the extraordinary profits obtainable from irag with a pariah state
such as Nazi Germany. Indeed, Watson led themdrcéwpacity as chairman
of the American section of the International Chambke Commerce. Albert
counseled many of these American companies abateqiing their sub-
sidiaries. Based on his experience, Albert sents@fatdozens of pages of
dense legal opinions, settlement theories, andiatmly parsed recom-
mendations. But much of it built on one of his emt observations: "It can-
not be denied that the situation is serious,"” wislteert. "What it practically
amounts to is the question whether the IBM prefershold a secure and
safe minority interest in a sound and safe comppoty,. . . the holding of a
controlling, but endangered majority in an endaedeompany*

The prevailing view among many was that Nazi agdoss in Europe
was unstoppable and the economy that would soornnmipesed over an
entire subjugated Continent would flow only to thosompanies Berlin
favored. Owning even a minority of that new domin&®homag could be
vasdy more valuable than the Dehomag IBM owned ytoddbert empha-
sized that in the very near future, "a minoritysbfares might be even materi-
ally of higher value than the present majority." Bdded that the notion of
stockholder “control" was actually becoming a passdion in Germany
since the Reich now direcdy or indirectly contrdlleirtually all business.
"A majority of shares," he wrote Watson, "does m@an as much as it used
to . . . [since] a corporation, company, enterpeseplant manufacturing in
Germany is so firmly, thoroughly and definitely gedied to the governmen-
tal rules and regulationé® Clearly, it was not possible to continue doing
business as a German company without becomingtaaVliextension of the
Reich war economy. That had been the reality farge

Whether IBM reduced its control to a minority ortaieed its majority,
or appointed any number of influential Nazis to liisard or management
staff, was immaterial to Germany's perception d/i8 subsidiary. The truth
was now known. Dehomag could no longer continueeuri former Aryan
guise. "Neither public opinion nor the authoritieassured Albert, "would
recognize the German character of the companylfager]."’



Watson tried a number of compromises to redeemdiirimsGerman

eyes. None of them worked. He offered a sizablatiom to the German

Red Cross. Rottke immediately wrote a letter to&varstating that the gift
would never be accepted. Watson's hope that tle ¥eould die down was
unrealistic. Although the decoration was returnaedione 6, Nazis were still
roiling months later. German radio in neutral Swethemid-September
declared Watson persona non grata, assuring helwewkr again be per-
mitted to set foot in any territory controlled bg@any*®

Watson understood that unless he came to an accdatioio with

Germany, Dehomag was only the beginning. IBM oefratrofitable Deho-
mag-dominated subsidiaries in Italy, Poland, Czsldwakia, Holland, Bel-
gium, Romania, France, Sweden, and indeed alma=stysliere in Europe.
All of them could be targeted.

At about 11 P.M. on September 30, 1940, Tayloremé&va telephoned
IBM's New York headquarters with continuing repogisout pressure
against IBM subsidiaries in the wake of Watsonmehg his medal. Should
America enter the war, Taylor asserted, one ofithesubsidiaries to be
placed under a German trustee would be Watson NibrskBM operation

in occupied Norway. Earlier, Taylor's office haditsgeveral letters explaining
how the seizure would work under just-espoused Gemmilitary law.

To allow the subsidiary to continue even after Aicgemight declare war,
Taylor now suggested creating the appearance th&td Norsk had been
sold to Norwegians even though IBM NY would stivio and control all
aspects of the firm. "We should consider whethev igonot the time," Taylor
said, "to take the necessary action to make thgpaagnfree from American
interests. We have come to the conclusion to sugjgatsthe royalty set-up
should be considered, that the shareholders wautthnged to avoid
American holders." As it stood, IBM's name was ma listed as controlling
the Norwegian firm. Norwegian records reflectedrfimdlividuals as owners:
IBM managers Holt and Milner, as well as two tokésrwegians. But the
two Americans were clearly IBM Geneva employeeskmto Dehomag.

So Taylor offered a new list of reliable Norwegiaosise as additional front
men. He emphasized, "The shares of these [new]g@ebpuld be in their
name actually, and cash consideration given. Umateds' he added, "they
would be held for the IBM—but no rights." The stdcknsfers could be

just a pen stroke away, he pointed out, becausestibres are in New

York now."*

What's more, Taylor recommended, Watson Norsk's 0000 Krone
debt to IBM NY should be reduced on paper to furthstance the sub-



sidiary from American control. If a series of pagransactions involving
250,000 Krone were arranged as Taylor outlinedy the "estimated loss for
1940 is 75,000 Krone, plus a cash remittance in Nevk of 100,000 Krone,
After deducting all those from the IBM account)] [leaves a balance of
approximately 100,000 Krone, which we think woutdib order.*

IBM's European empire, primarily vested in Dehomagppeared to
IBM managers to be careening toward demise. Ifcthrapany did survive its
challenges, German custodians would confiscatesiteaemy property as
soon as America joined the war. Unlike his managgdeosvever, "Watson did
not fear seizure by a German-appointed trusteadtially preferred it.

A peculiarity of German law demarcated a strongtimi§on between
the assets of racial inferiors such as Jews, PGieschs, and other vanquished
groups, and the property of what in the bizarre iNaindset constituted a
genuine war adversary, such as Britain and theedriitates. If the U.S. en-
tered the war, Germany did not believe it wouldupgc American territory,
only defeat the country. During any war, Germanypested its commercial
enterprises in America to be safeguarded, managgukgy by a trustee, and
then returned intact when the conflict ended. lat t)ame spirit, the Third
Reich would in turn safeguard, manage diligentiyd aeturn American en-
terprises. Germany's well-developed alien custedys|were still in effect:
So while Nazi Germany was voraciously plunderingl aillaging the width
and breadth of Europe, a profoundly different setrwdes would apply to
IBM and other "enemy property" seized in any ofstnaeccupied countries.
Watson understood the ironic benefits of German ngnetrusteeship.
Just a few years earlier, he fondly rememberedohis experiences in a let-
ter to Hjalmar Schacht, president of the ReichsbdRiom the day | returned
to Germany after the [first world] war" wrote Watsd'to find my company's
affairs in the best safekeeping by your Alien Progp€ustodian, well admin-
istered and conscientiously managed ... | havedaealeep personal concern
over Germany's fate and a growing attachment tonthey Germans with
whom | gained contact at home and abrgad."

Taylor's memos, citing military decrees regardinbe t potential for
seizure, explained that during the years any almnporation was under Nazi
receivership, all the profits would be safely bledkin an account. "We pre-
sume," wrote Taylor in a mid-September 1940 letteny resulting income is
for the benefit of the owner in enemy territory amdy be paid over at the
end of the hostilities in accordance with the paytmaf enemy debts in gen-
eral." Taylor sent exact translations of the lawNew York for Watson's
study>?



Watson queried attorney Albert. Albert confirmedsttthe rules of re-
ceivership had not changed. In a detailed memioerAlunambiguously
reported back: "A custodianship of the Alien Préop€&ustodian would by

itself mean no special danger, as the law concgithie administration of
enemy property, and the practice based on thisdeawery conservative,
protect the property and keep it alive and in afder

Because the potential for seizure as enemy propedg SO encourag-
ing, Albert could not help but comment that Watsamécision on caving in
to Heidinger's demands was actually "all, a mattefWatson's] tempera-
ment, of taste, of general business policy, of abdook into the future and
so on." Watson could rely on Albert's assessmeXitsert himself had func-
tioned as a key custodian of enemy property duvifigld War 1. He had dis-
tinguished himself as a keen businessman and npvesented those same
companies as clients. Enemy receivers in Germandyadimer Axis countries
understood the potential for a rewarding businedationship when hostili-
ties ended. Ultimately, the Italian enemy propestistodian, Giovanni Fagi-
oli, actually sent personal written word to Watdtiat he was prepared to
operate the Rome subsidiary profitably. Fagioliyohbped he could "coop-
erate with the owners after the wat."

For IBM, war would ironically be more advantageotisan existing
peace.

Under the current state of affairs, IBM's assetsrewblocked in Ger-
many until the conflict was over. Under an enemytodian, those same
marks would still be blocked—again until any warswaver. As it stood, Hei-
dinger was threatening daily to destroy DehomagesslIBM sold or re-
duced its ownership; and he was demanding to cashis stock. But if war
with the U.S. broke out, Heidinger and the othemawgers would be sum-
marily relieved of their management authority siteehnically they repre-
sented IBM NY. A government custodian chosen on Wasis of keen
business skills—and Albert might have the connestito select a reliable
one—would be appointed to replace Heidinger and aganDehomag. In
fact, the Nazi receiver would diligendy manage dllIBM's European sub-
sidiaries. The money would be waiting when the was over®

While the custodian would do all in his power tonrdhe company
profitably, he would also serve the interests af fReich’’ The custodian
would make the hard decisions, probably in tandeith uBM Geneva
because there were nexus subsidiaries in Swedeiize8and, and other
real or nominal neutrals that were indispensabl®étomag's supply lines.
Other IBM subsidiaries in Latin America, Africa,dim the colonial lands of



conquered European nations would also cooperate Béhomag, but only
through the most indirect and purely legal rout@ausible deniability
would be real. Questions—would not be asked by IBNM. Answers-
would not be given by IBMers in Europe or Reictiaéfls>®

The revealing records would not be kept in New Ydat in Europe
where they could never be uncovered and examinbdy Wwould be kept
abroad in filing cabinets in subsidiary offices. Maof New York's records
from the pre-war years would simply be destroyed. dthe would ever be
able to identify exacdy what IBM NY did and did ristow about the use of
the Hitler Holleriths, or how many IBMers in Europércuitously shared
their information with New York. Indeed, a war-timiustice Department
investigator examining IBM's collusion with Nazi @wny wrote: "IBM is in
a class with the Nazis." But the investigator waredd to conclude: "This is a
story told in circumstantial evidenc®."

Watson would be satisfied with not knowing the $fiec held by his
European subsidiaries and managers—so long as thuassidiaries tena-
ciously pressed the Nazi regimes for proper reginasts on each and every
machine, on every last one of billions of punchdsalon every spare cog and
plate, and on all maintenance calls, all accordimgcarefully worded con-
tracts. Those demands for payment would start wfitt machines just
removed from Paris by Reich officers in August 1840

Watson's micro-management of the most infinitesinddtails would
now end. That power would be delegated to trustados managers, man-
agers who would be rewarded for their most loyal arost difficult service
with generous salaries, and then anointed withtgeeamotions in the pow-
erful foreign divisions of the global IBM that thdfiemselves built. Corpo-
rate security for these men would be seemingly essdlEven their children
would find lucrative association with InternatioriBlisiness Machines. In the
company's literature, they would be rememberedhames.*

The corporate haze would last for decades. Withtlal European inter-
mediaries, ownership nominees, corporate intrigueslligerent German
managers, and Nazi custodians, it would be implessib reliably point a
finger at the New York office. Hollerith machinesutd be placed in muse-
ums in exhibits tying their use to the most hein@spects of the Third
Reich, but the deniability would be unshakable., Har truth, from 1933
until the summer of 1940, Watson personally micanaged virtually every
Dehomag decision. From August 1940, IBM NY madeestirdid not know
most of the gruesome details of Hollerith use.dswetter not to know.

The company that lionized the word THINK now thoubhtter of its



guiding mandate. Incriminating dealings with Nadi$ surface from time to
time as frustrated war-besieged subsidiargnagers would invariably
become too specific in the cables to New York. Ermsmmunications were
discarded, however, and if necessary disowned MWNE.%? By placing

itself in the dark, IBM could forever truthfully diare it made millions dur-

ing the war without knowing the specifics.

An emboldened Watson now decided more than everfight back.
Immediately after Taylor's September 30 telephoak warning of German
receivership, Watson elected to confront Heidingead on. To do so, he
would need the strongest aly. He knew who to call
Watson contacted the U.S. State Department.

IBM HAD BEEN cultivating contacts at the State Department foarye start-
ing at the top with Secretary of State Cordell Halhd, of course, President
Franklin D. Roosevelt. But entrenched influence s@gght at all levels

down to the lowliest clerks and bureaucrats in Bepartment's technical
offices and overseas installations. Indeed, it Wese people who rendered
the most servic&

Commercial attaches and officers in the ForeignviSer were supposed
to assist U.S. business abroad. That has always thed& charge. But with
Watson's widely published letters of greetings, ceseiments, and congratu-
lations from Hull, the rank and file of the Forei@ervice soon learned that
Thomas J. Watson was more than just another cjtiag International
Business Machines more than just another Americanpany. Increasingly,
diplomats and Foreign Service staffers became todyeager to please the
firm and its stellar leader. Eventually, Watsonuassd the status of unofficial
ambassador-at-large, or perhaps something eveerlavghat was good for
IBM became good for the United States. The prateciind success of IBM
was elevated to a defined "national interest.” Ashs IBM subsidiaries
around the world learned to use American embasars consulates as
strategic partners in their routine business a4

The special relationship started in earnest in [B836. Just after Wat-
son was elected president of the International @eanof Commerce, he
managed to gain unprecedented levels of offici@bgeition for the body
and his assumption of its helm. Ambassadors, cengeheral, and attaches
were invited to attend, and IBM made special areamgnts for their passage
and hotels. Diplomats and other State Departmentédmgrats were always
welcome at the company's door or its lavish eveifetson traded on the



perception throughout the Department that he v sonal and influential

friend of Hull, and a major donor to Roosevelt. igeating who would rep-
resent the Department at a Watson event was frédguanprocess handled
with great deliberation. A dozen or so memos migjiltulate back and forth
to numerous offices and bureaus as the collectiseisibn was carefully
rendered?

At first, rank and file State Department officeréfeoed simple coopera-
tion. For example, in fall 1936, the third secrgtaf the U.S. Embassy in
Moscow conferred regularly with IBM's office theabout Soviet govern-
ment attempts to break IBM's monopoly. Cooperati@as a two-way street.
Watson would continuously check his busy travel aodial schedule with
State officials. In spring 1937, various lettersreveexchanged between the
White House, the State Department, and Watson exether he should
extend official felicitations to the French govemmh at a commemoration
event®

After Watson had received the medal from Hitler the 1937 ICC
Berlin Congress, junior officials at the State Deyp@nt had begun advocat-
ing for IBM's unique business advantage. In paldiguhelping IBM avoid or
reduce foreign taxes and tariffs was a continuiffgre For example, in
August 1937, the U.S. Embassy in Paris helped IB&ch subsidiary gain
a better tariff rate. Just days after the Paris &sp helped with French cus-
toms, IBM sought similar assistance in CzechoslmaKax authorities in
Prague were raising IBM's tariffs. IBM's ForeignviBion wrote to the Trade
Agreement division in Washington, D.C., asking foelp "to induce the
[Czech] government to revert to the former clasatfon.'®’

In some cases, the lower echelons of America's igior&ervice were
eager to curry favor when they succeeded for IBMBucharest, on Septem-
ber 28, 1938, Legation Secretary Frederick Hibksedt report 543 entitled
"Assistance Given International Business MachinespQration,” bragging,
"Mr. Schotte of the Geneva office thanked a memtfemy staff for assis-
tance given the company about a year ago. He stétsd following the
advice of the Legation, he [Schotte] had been dblerevent a tax suit
against the Romanian subsidiary calling for thenparyt of 60 million lei in
back taxes and fines.... This item should be addetthe list of accomplish-
ments of the Legatiort®

Lavish letters of praise for individual ambassadas their attaches
were often sent by senior IBM executives to Hull dbow gratitude and
reward their efforf?

Watson's almost regal movements in Europe werdagygtiollowed



and reported with the utmost detail by Americanalipats who were always

on hand. Watson's visit to Oslo was typical. Th&8.UEmbassy there quickly
reported "in quintuplicate" that "his train was niwt a delegation represent-
ing the local membership of the International Chamand by the Secretary
of the Legation. Shortly after reaching the Legatiblr. Watson received the
press, responding to questions in a manner whicbkesls considerable
favorable publicity in the newspaper8§."

There seemed to be no limit to the service lowdewn State Depart-
ment staffers were willing to extend. Indeed, whN@rld War 1l was raging,
one Department administrator found time to writketéer to Frances Munos,
an IBM employee in New York, passing along a mesdagm a family mem-
ber in Santiago, Chile, "stating that she desicetidve you purchase shoes
for her use.™

With as much service as State Department lowerlechefficers were
enthusiastically providing, it is no wonder that #6m turned to America's
commercial attache in Berlin, Sam Woods, to usevilegght of the United
States government to help IBM confront Heidingerootls was enamored
with Watson and only too glad to act as IBM's posia, openly passing mes-
sages across the Atlantic through diplomatic poadd coded cable, and
providing clerical facilities within the embassy.oké than that, Woods openly
draped IBM's negotiation in the mantle of Amerigaficialdom that Watson
hoped would make the difference.

On October 2, 1940, Watson sent a five-page ldtteHeidinger's home
passed through diplomatic pouch. Not only did Watsse the convenience
of the diplomatic pouch, he took the unusual stepstentatiously typing at
the top: "Letter to be transmitted through the temy of the State Depart-
ment to Mr. Willy Heidinger, Pocking 56, am Starrier See, Bavaria,
Germany.”

Watson began with a cooperative tone. He confirm&ln August 19
last, we telephoned our Geneva office to inform yoat we would be glad
to comply with your request for the election of Mes Schulte-Strathaus,
Ziegler and Kiep as directors of Dehomag. We waterlinformed that they
were duly elected ... on August 31, 1940." He wamt "It has always been
our desire to work in harmony with you for we realihow valuable your
association with us has been . . . we maintainhibbest respect for your
judgment.” He added, "We thought you were entir@t in the suggestions
you made about enlarging the Board of Directors@ading thereon

[three] men of affairs™

At the same time, Watson stressed, questions obida being threat-



ened unless IBM relinquished its majority was "ateraof such importance”
that it needed to "be presented to our full Bodrdioectors [in New York]
with all the facts obtainable for its careful calesation.” He added, "You
must realize that the economic conditions in theldyoupset as they are,
make it extremely difficult for us to decide pronyponportant matters such
as you have suggested with respect to our intenes&esrmany without . . .
all available facts and dat&"

Specifically, IBM NY wanted to know whether thereasv genuinely an
attempt to undermine Dehomag—yprivately or offigialin favor of a new
company, unless it reduced its ownership and atpurchased Heidinger's
shares. Ironically, as a savvy businessman, Watsaterstood the deeper
fiscal meaning of Heidinger's actions against thbsgliary. Days earlier,
IBM had confronted Heidinger with a completely upegted scenario. If
Dehomag was actually endangered because of Heitindesloyal actions,
then the division's future was in fact worth fasde As such, Heidinger's
shares were dramatically reduced in value as welbther words, whatever
Heidinger did to undermine Dehomag would impact thery Dehomag
share value he was hoping to parlay. Heidinger ignggjected this notion.
But in his October 2 letter, Watson held fast: "\lk@ not acquiesce in the
statement that affairs of Dehomag following Septerm&Oth have no bearing
on share purchase§."

Continuing with a hard line, Watson shocked Heidingwith another
technicality. During the last round of corporatstitiuffs over bonuses, an
automatic and generous buy-back was agreed upomalsso often the case,
when the negotiations were all written up, IBM mreéd at the last minute
that the final agreement should not be signed, rhatiter oral. At the time,
Dehomag was reporting a continuous multimillion-knarcome stream. Now
Heidinger thought that when his shares would beingased, the per share
price was a windfall guaranteed by the 1939 oraéement. Watson's audi-
tors had calculated these shares to be in exceBMoR.7 million and Hei-
dinger asserted they were valued at RM 3.8 millibrcompelled to pay in
dollars at an adverse exchange rate, as Heidingeected, it would cost
IBM millions."®

Not so, declared Watson in his letter. "You [Heg#n say, 'Regarding
the price basis, there is already an agreementeleetwne and the IBM. . . .
Your reference to an agreement . . . evidentlyrsete the then proposed
agreement with Dehomag for the purchase of youreshavhich we, as stock-
holders, were willing at that time to vote forYou did not accept or execute
these contracts, and, in view of the fact thafugposed contracts were not



executed by you, of course none of their proposedigions now apply

In other words, a year alter the contentious sattg was reached, IBM was
now saying that without a signature, it would nohbr the agreement.

"The only binding contract that exists between asricluded Watson,

"is one executed in New York City on the 8th dayaly, 1936 . . . [and]
executed in Berlin on the 10th day of June, 1936."

Therefore, assured Watson, negotiation would bedetwe maybe even
a protracted arbitration process. "Our represesgtatill meet you just as
soon as he can secure the necessary documerdsehthe wrote?

Mindful that his letter was being presented undee tolor of the State
Department, Watson emphasized to Heidinger andnjo calleagues in the
Nazi Party he might share it with: "Our respectieentries are at peace with
each other, and we feel confident that there isooe desire on the part

of the German authorities to interfere with UnitBthtes business interests
than there is a desire on the part of officialgha United States to interfere
with business interests of Germany located in¢bimtry. . . . We believe

that our two countries will continue to deal withch other fairly in all busi-
ness matters®

Watson's gambit worked. Heidinger became convinbedhad to nego-
tiate. At stake was the viability of the Germancaodtion program. Hei-

dinger could not make the decisions alone. He e In touch with a

secret source in the Nazi Party who was familiathwbehomag and its
important uses for the Reich, and was willing toetneith Watson's negotia-
for in Berlin®*

On October 26, 1940, several cars motored to Ladiu&ield. A dele-

gation of senior IBM executives, led by Watson heifisaccompanied the
one man upon whom rested the future of Dehomag ianict, IBM's entire
European business. The vehicles pulled up to the ARa terminal. There
a decorous IBM attorney named Harrison K. Chaunakghted, ready to
board Pan Am's Dixie Clipper to Portugal. A compawyice for what was ex-
pected to be protracted travel appeared in the @mapl newsletter. The item
was headlined: "Mr. Chauncey Leaves by Clipper dp T Europe for IBM."
Nothing in the item mentioned visiting Germany. Thebhead explained
only, "Member of Legal Staff to Visit SwitzerlanBprtugal While Abroad®
In truth, from neutral Lisbon, Chauncey would makis way to wartime
Berlin for face-to-face negotiations with the stlhraged Nazis. The news-
papers that month were filled with terrifying refothat would have intimi-
dated anyone traveling to the Third Reich. Americamporate employees
thought to be Jewish were tortured in Romania ugestapo instruction.



British bombs hailed onto Berlin. Jews were entgthre first phases of per-
secution in Nazi-dominated Vichy France and benagitally ghettoized and
enslaved elsewhere. Moreover, if Roosevelt declarad no one could even
imagine the fate of Americans trapped in Nazi-colfed land®

Although a loyal employee for thirteen years, bagig in the company
controller's office, Chauncey understood little atbdhe innermost affairs
of Dehomag and its spreading influence with othBM | subsidiaries. He
couldn't even spell newly elected board member ®i&p's name correctly.
But Watson was counting on him. So Chauncey sadatligge to his wife and
accepted Watson's assignment. Studious and msion his approach,
Chauncey's briefcase contained his own private pfaaction, labeled "Pro-
gram." The ten-page "Program" bookishly oudined ¢fiallenge in perfect
classroom-style Roman numeral and A-B-C formatp-bigstep: the ques-
tions he would ask in Berlin, the tactics he woelahploy with Heidinger
along with their various financial implications, cathow the U.S. Embassy
would assist him. In the event IBM was forced tditaate Heidinger's
demands, for instance, he planned to claim thenbasi was over-valued
because "the amount of business which may be @tile to the war [also
means] the present profit rate is not a normal peemt profit rate®

To some, Chauncey might have looked like a schgolito a dark suit
and tie. He offered a polished, clean-shaven faith wide eyes, and ears
that stuck out from behind nipped sideburns benaattosely cropped hair-
cut. But he was a sharp, fiercely tenacious ationvbo would pursue his
adversaries. He set aside qualms about flying antwangerous Nazi setting
and was completely focused on his historic corgonaiission: save IBM
Europe. For his efforts, Watson called him "thevbst man in IBM.*

CHAUNCEY'S PHYSICALLY tiring trip to Germany via Bermuda, Lisbon, and
Geneva did not dampen his enthusiasm. His firgt tas Munich where he
spent several days in discussions with Heidingerfirat, Chauncey tried to
reason with his sometimes emotional adversary. éld the embittered
Dehomag founder that Watson wanted him to staynohforce the repurchase
of his shares. Mostly, he hoped Heidinger wouldphélatson comprehend
the competitive forces that might be arraying agfailBM. But Heidinger
was not interested in compromise. Chauncey purdhassmall vase for the
Heidingers as a personal gift from Watson. Heidingdgused it. Most strik-
ing to Chauncey was Heidinger's contradictory amgpuisy and his elaborate,
and occasionally bizarre, air of secréy.



The main Nazi objection, however was made clearM IBNY, now
proven disloyal, would discover the secret planuses of the Hollerith
machines. Chauncey and his fellow Berlin-basedratts did everything

they could to constantly repeat the assurance ttiegt would not ask ques-
tions or learn details. He told Heidinger he wabBing "to go to any officials
to show that IBM had not obtained any informatidnttee confidential mat-
ters being done by Dehomalj."Again, IBM NY made a fine distinction
between what its headquarters in New York woulctarsr and the day-to-
day knowledge its managers, engineers, and sergicem site would be
required to know to do their job.

A confusion of unwarranted alarms, false startd, ardden rumors

surrounded Chauncey as he tried, in his propelligigaway, to make sense
of it all. But after a few days of treadmill progee in Munich, Rottke
telephoned from Berlin with something that appearedcrete. Rottke, too,
was mysterious, but insisted it was imperative tbhauncey come to Berlin
at once?®

When Chauncey arrived in Berlin, the sudden urgeotyRottke's tele-
phone call dissipated as quickly as it appearedwAs so often the case in
wartime Berlin, whispers and hazy conjecture ruled day. Chauncey had
hoped for a meeting with an influential Nazi. Bgtyet, that was not happen-
ing. So Chauncey immediately sought out board thre©tto Kiep and
attorney Albert in Berlin, each of whom offered dfetent suggestion for
IBM's next move. Chauncey penciled voluminous n@ted oudined various
stratagems assessing the ifs and what-ifs of #mdigament?

As Chauncey waited to meet with the mysterious Nsaurce, he lost
no time scheduling a conference with Manager Karhirhel. Hummel was
generally perceived as more helpful in his viewsa IBM because of his
warm, personal relationship with Watson. This wobkl Chauncey's oppor-
tunity to learn firsthand the structure of Dehorsdgisiness in war-ravaged
Europe.

The conversation with Hummel was frank. Acting mdile an attorney
conducting a deposition, Chauncey first tried is kiiff way to understand
the emotional Nazi mindset, why the medal's retwas so threatening, and
whether Dehomag could weather the rage.

CHAUNCEY: When did you first observe difficulties . . . andhav form did it
take?

HUMMEL : Sales resistance—before [the] war—because of Ahegrican
ownership. Prior to that some government departsneotild not do



business with us even if they needed the machieeause they claimed

[the] confidential nature of [the] department's\aiies prevented doing

business with... [an] American owned concern. Waused tremendous
increase in those departments and they finally diekcithat they had to
have the machines—but treated us very badly becatisemerican own-
ership. About 35 percent of [our] business ... ishwgovernment depart-
ments. [In the future,] even if [a] machine made Germany is not as
good at first as ours, the government will take therman machines and
once that is done the private industries will falloAll of those industries
are now under the government anyway, and only agesigpn is needed
for them to change over.

CHAUNCEY: So ... the form of any animosity was merely groglebout hav-
ing to do business with an . . . American-ownedceon? Did any con-
cerns actually refuse to do business with you esaaf American interest
in Dehomag?

HUMMEL: There were no German machines. . . . The poinjwill. be] quite
different when prospects have a choice between &@ermmachines and
American machines . . . prospects kept saying thay would prefer to
wait for the German machine.

CHAUNCEY: After the war commenced, did the difficulties inzse?

HUMMEL: Sure!l... [But] in my mind, [a] high percentage dffidulties were
taken away because our people kept [the] friendgifighe people! [A]
number of companies took the machines but did ia Iit! "We don't
want American machines," they said, but [the] Goweznt ordered them.
CHAUNCEY: Notwithstanding that the animosity existed agaibesthomag?
HUMMEL: In view of labor conditions, they could not do athise. This is
when the Government realized the necessity of mglyapon an American
concern.

CHAUNCEY: What if anything did you report to IBM when thisffdiulty first
arose and increased after the commencement oféte w

HUMMEL: When Schotte was here the difficulties had noteased so much
and we did not think ... it was so very much wotkan it had always
been ... we always had been accustomed to the sesestance because
we were American owned?

Chauncey turned to the issue of Hitler's medal. ke tried to be
delicate but reflected the ire of many Germans. Pphetos of Hitler and
Watson, and IBM's rejected letter offering a GernRed Cross donation,
were lying nearby.



CHAUNCEY: When did... the difficulty reach auch a point tlyatu thought
... something [had] to be done?

HUMMEL: When Mr. Watson returned the medal. It came likboanb. The
man from the radio told us before anything [wagjrsi| the papers.
CHAUNCEY: Isit your feeling that this brought the thing to @&x, or was it
really the reaction which you experienced with yooustomers and
prospects?

HUMMEL: We excuse Mr. Watson because he looked at it frasnolwn
viewpoint—nbut it hurt us. In Italy it was as badiassermany ...

CHAUNCEY: But let's have concrete examples. Was it mereky ta did cus-
tomers refuse to deal with you?

HUMMEL: You must remember that the Nazis, when they fesliliad, will
make certain that they will pay back that injury.shows [how] they feel
when they refused the gift [of a Red Cross dond#tion

CHAUNCEY: SO they refer to the return of the decoration whery thefused
the gift?

HUMMEL: They expressed clearly "we do not want anythingnfithat man."
They said Watson and IBM's gift could not be acedpt

CHAUNCEY: Why was it presented as a gift of Mr. Watson ant afolBM
[corporately]?

HUMMEL: They identify Watson and IBM as one person, just lyou cannot
divide Patterson and the National Cash Register Co.

CHAUNCEY: But Patterson owned the National Cash.

HUMMEL: But the letter was written in [such a] form thatwas the instruc-
tions from Mr. Watson.

CHAUNCEY: Is there anydiing | could do to correct that misunterding,
that it was IBM's gift and not Mr. Watson's?

HUMMEL: Don't try—they will treat you politely and let yayo, because they
will say or think that you cannot pay for an insuitere is the letter from
[IBM] Geneva, 24 July, saying that Mr. Watson hattiucted that the
money be given.

CHAUNCEY: Did you present it as a gift from Mr. Watson or agift from
IBM?

HUMMEL: We had to show the letter. We could not risk sayingas a gift
from IBM without having something to show. ... B personal danger to
us ... if we did not show the letter. If we failed show the letter we
would have been sent to the concentration camp.htédeto take all of Mr.
Watson's pictures down because of the visitors fbcias who considered
that when Mr. Watson insulted Hitler he also insdithem.



CHAUNCEY: Then when did you decide it was neccesary to gipethe

[stockholder] majority - only after the return bétdecoration?

HUMMEL: Oh, sure .. . when the medal was returned it shotlvad [the]...

animosity against us was now proved. Do not worty Wwhen things are
settled they have their intentions to reply to Mvatson. The Americans
refused to give Germany cotton, and Hitler said wit make cotton. Now
we have cotton—and rubber and all the other thithgeyy wouldn't let us
have without dollarg!

Chauncey turned to the economic outlook. Was Delgomarth sav-

ing? Could it be saved? Hummel equivocated from eminmo moment on
the prospects. In truth, no one knew in this fluidrtime situation just what
Germany's leaders would decide. Would they choosangrily excise I1BM

and proceed with a dubious patchwork of punch cstems that would
take months if not years to meet the Reich's escglaeeds, or would some
pragmatic modus vivendi be adopted?

CHAUNCEY: Then you are going to lose a lot of business #fitemwar?

HUMMEL: | think . . . Hitler has so much in mind now, impements, and
you saw in the paper the housing plan! We feel tiatwill lose that busi-
ness if German competition comes up. Otherwise Wety few will dis-

continue machines after the war—except that they enad probably will

change our machines for German machines. | thinkafdo not get Ger-
man competition, our business will grow tremendpusl

CHAUNCEY: When did you first learn . .. that a new German gany should

be formed to compete with Dehomag?

HUMMEL: There are dozens of people who have discusbed and

Heidinger believes he knows much more. People S&je will build a

factory—and we will get you." Take [the] case if €&img [Hitler's second-
in-command] buys Bull patents and gets into theulating business.
What do you think would happen then?

CHAUNCEY: What information have you obtained as to the pwsehaf

Powers in Germany—I have heard now that it mayoeobiemens?

HUMMEL: It may be Goering—whenever the Government feels tthe indus-

try should be started, it will put it in Hermann &@mg Works. You may be
sure that if that happens, Dehomag is no longebusiness. Look at what
Bull has been doing in France—they claimed that yoed to buy them
out but that they would not sell out to America@ir security is—Rottke
['s] and mine—is continuing with IBM, because weulecbhave great



difficulty with [any new] German partners. We megrahink in our hearts
that we must show you the danger. If you don'tcecit, all right! We were
attacked and attacked, and when Mr. Watson gotd#woration it helped
us. We have a picture of it—here—and a picture of Watson and Hitler.
It was advertising to us. When we wanted somethimg could show that
and say: "You can't refuse." With officials and tomsers it was a good sell-
ing point, and when it was returned it had the sjipceffect and wors®.

Chauncey now methodically reviewed for himself ekaovhat business
arrangements Dehomag was engaged in throughoup&urountry by

country. At the time, IBM had devised complicated @ften circuitous
methtods of payment that generally but not alwajlswed a 75-25 percent
split of revenues between New York and Dehomag. Bildsidiaries across
Europe would generate orders for equipment, pani$ punch cards. Deho-
mag would supply these, either direcdy or through $ubsidiaries it domi-
nated in Nazi-conquered territory. IBM NY's 75 pt share of the money
would sometimes be sent to Geneva, and sometimeBetbn. Germany
would often—but not always—receive its 25 percdmrs by crediting what
it owed IBM for spare parts, the so-called "goodscaint.” But all these pay-
ment procedures were frequently modified—or even astde—as conflict-
ing country-by-country wartime regulations emerdéd.

IBM received its money either through Geneva, whiopenly trans-
ferred the sums to New York, or through Dehomagickwiblocked the rev-
enues until war's end, although they could be usedrow the subsidiary
and purchase real estdfeChauncey now wanted to make sure Dehomag
was still abiding by the payment procedures as nasgbossible.

CHAUNCEY: Have you ever had any understanding with IBM in &en
about the classification of machines for royalties?

HUMMEL: We feel obliged to pay on sorters and tabulator® Devisenstelle
[Foreign Exchange Office] will not permit us to pagyalties on other ma-
chines. Patents on the sorters will soon expirel @ow there is a serious
qguestion whether they will say you can't pay ragalton expired patents.
We have to get all the license statements verbiethe Government.
CHAUNCEY: Well, | intend to reserve all our rights ...

HUMMEL: Austria. IBM owes Dehomag nineteen thousand dollateat was
five or six years ago. . . . You agreed ... to paynineteen thousand in
cash. But you never paid it and every time we wenthe Finance Depart-
ment it made a serious problem for us.



Chauncey: Go ahead any try to offset what you sayeld in Austia for us
against those items. Vienna Company?

Hummel: After incorporation of Austria in Germantphe tax people claimed
that [with] the existence of that company thereggttlBBM had business in
Germany and thereby [was] subject to the high t&xery opportunity is
taken by the tax authorities to fix liability on MBfor that higher tax. They
have always contended that Dehomag is an "organBBF and is subject
to the tax....

CHAUNCEY: Countries now incorporated into Germany?

HUMMEL : Austria, Sudetenland, German Poland, Alsace-Logrhilesia.
CHAUNCEY: Bohemia Moravia?

HUMMEL: That is treated as a part of Germany.

CHAUNCEY: Poland?

HUMMEL: Very few customers left, the business is almostrdgsd. Besides
that they are using all the rentals to pay expermas the Government
will soon close the Company because they will retit continue to lose
money. Dehn [IBM's Polish subsidiary manager] shgscan't continue to
do business—all the industry [is] now in German dsarand they won't
do business with a Watson company.

CHAUNCEY: Can Dehne come to Berlin?

HUMMEL: Yes.

CHAUNCEY: Have him come here.

HUMMEL: Bohemia-Moravia—last month [the] frontier [was] giv up, and
since that time they have to buy machines. Genewvano longer buy ma-
chines from us and they have to pay 100 percenttHfem. It is more or
less included in the German territory. Not includiedure, but de facto.
CHAUNCEY: Are the employees there still the employees of Brague
Company?

HUMMEL: Yes.

CHAUNCEY: Silesia?

HUMMEL: We have taken over Silesia, which belongs to Geymain
arrangement was made with Schotte for that.

CHAUNCEY: What happened to our machines there?

HUMMEL: Some were sent to Romania and some to Hungary. Soenstill
there. Rental on IBM machines that are there git 75 percent of the
rentals—you have no expenses there and get 75nperce

CHAUNCEY: Is the arrangement for Silesia in writing?

HUMMEL: Yes, a copy was sent to Geneva and agreed to [iyawieenstelle.
CHAUNCEY: Danzig?



HUMMEL : Only one customer. There was an agreement betdebomag
and Geneva. You had no customers there as thatalvas/s serviced by
Dehomag. The people there refused to do busingksPwland.

CHAUNCEY: Sweden? Are you furnishing machines, parts, or l&gppo
Sweden?

HUMMEL: Yes, if Geneva gives us orders. To every countrgeineva gives us
orders.

CHAUNCEY: How are you paid for them?

HUMMEL: 75 percent from the country [Sweden] and 25 perdmorh the
goods account.

CHAUNCEY: Isthere any dollar liability there?

HUMMEL: No.

CHAUNCEY: Suppose that Sweden should block its money, whatldvthen
be the position?

HUMMEL: Then you would not get permission to export thedpobs to Swe-
den. But. . . there is a clearing agreement betw@ermany and Sweden
and there is no possibility that that would happen.

CHAUNCEY: Norway?

HUMMEL: Just the same as Sweden.

CHAUNCEY: Denmark?

HUMMEL: Just the same.

CHAUNCEY: In those two countries, Norway and Denmark, are yotouch
with the IBM people there?

HUMMEL: Certainly, we furnish parts and so on to them.

CHAUNCEY: Doyou bill Geneva or the local company?

HUMMEL: We bill Geneva for the 75 percent. Sometimes the. authorities
don't agree, then we have to bill 100 percent.

CHAUNCEY: Holland?

HUMMEL: Same condition in Holland.

CHAUNCEY: Belgium?

HUMMEL: Same condition.

CHAUNCEY: France?

HUMMEL: We have to bill direct to the French [IBM] compaliy occupied
France]. There is some exchange of goods. | ddirtktunder present
conditions we can bill Geneva. We sent them in arge against parts for
alphabetic machines. .. . eight kilos of paper.yThe. said they wanted to
buy paper and we did not want to mix in that bussneThey buy direct
from the German paper mill.

CHAUNCEY: Alsace-Lorraine. Have you taken over the territory?



Hummel: No, we have been called once for service.

CHAUNCEY: Who called you?

HUMMEL: The customers called on us only once.

CHAUNCEY: [Un]occupied France?

HUMMEL: We have no contact with that part of the country.

CHAUNCEY: YouU have not furnished anything for that part of thartoy?
HUMMEL: No. We helped [Roger] Virgile [director of CEC, thBM sub-
sidiary in France] get permission to go to bothtgaiThis territory is
taken care of by Virgile himself.

CHAUNCEY: Isthe factory in operation?

HUMMEL: Asfar as | know, a little bit.

CHAUNCEY: Italy.

HUMMEL: We made an agreement with Geneva with consent @f Merk
that in exchange for alphabetical tabulators whigh received from IBM,
we gave four used American multiplying punches .. the first are deliv-

ered and the second will... be delivered in Janubly [the Italian man-
ager] is in great need for these machines. We plaekmachines and send
them back to Milan. . . . twelve multipliers equal three alphabetic ma-

chines. He [is] still manufacturing but very lindte

CHAUNCEY: Romania?

HUMMEL: If Geneva gives us an order for Romania, we willifijlunder the]
same conditions, 75 percent and 25 percent. We havdurnished any to
Romania [direcdy]. Few machines sent from Silesia.

CHAUNCEY: Do you have to get a separate permission for eachytimesend a
machine out?

HUMMEL: NO, we have a general permission.

CHAUNCEY: Bulgaria?

HUMMEL: Same condition.

CHAUNCEY: Have you furnished any machines?

HUMMEL: NO

CHAUNCEY: Yugoslavia?

HUMMEL: Nothing furnished.

CHAUNCEY: Would you be able to furnish machines?

HUMMEL: Yes, except for transportation.

Chauncey continued pressing Hummel for payment ildetaountry by
country. Throughout, when referring to other sulasids in Nazi-dominated
lands, he spoke as few words as possible—oftenksge@o more than the
name of the invaded country. Not once in the longstjoning of Hummel



did Chauncey ever ask what the machines were besagl for. Nor did
Hummel offer any details. In dozens of pages oksoteports, and messages
sent from Chauncey to New York and back, the qoestiever came up. No
one wanted to discuss it.

SECRECY, CONFUSION and crisis continued to surround Chauncey's negotia
tions throughout November and December 1940 asndelBM attorneys in
Germany conferred with various influential persdied in the business
community, German military, and Nazi Party. Thesten was building as
some, including Chauncey, began fearing for thrafiety >

IBM attorney Albert had created a nine-page leggbinion with
staunch recommendations. In his written opinionbeM openly conceded
that most German military agencies relied upon IBf¥chinery, and that the
Reich was rightly worried that IBM knew the detadls secret projects. The
Reich's fear, Albert later wrote, "is not quite asfounded as it might
appear,"” based on the intimate knowledge Dehomagneers required to
crate and service Hollerith punch card systems.aHded, "It is no use to
argue that this fear is absolutely theoretical.'ndlbeless, Albert urged Wat-
son to resist efforts to force IBM to relinquiss ihajority ownership’
Chauncey was originally going to cable Albert's mufive opinion to
New York, together with a six-page personal repBrit at the last minute, he
retreated to the Embassy, "for my own protectiavijere he typed his letter.
"It is important,” warned Chauncey, "that any repbu send me be sent in
code and no reference made to this communicatioatssbver." He added
that he had shared its contents with no one extept Embassy staff.
Embassy people in turn made copies for review hyioseofficials of the
State Department in Washington, D.C., before tmeyurn delivered the cor-
respondence to IBM.

Albert's nine-page opinion itself was undated. Cltay was to destroy
it after reading. But with the assistance of thebBasy, Chauncey elected to
send it to Watson anyway, by diplomatic courieriting, "Dr. Albert's [opin-
ion] is contained in the enclosed memorandum, whielm sending to you,
notwithstanding that | am supposed to return ithiom for destruction.”
Before enclosing it, Chauncey, for extra measueejoved the first page of
the opinion, which undoubtedly included identifyintetterhead from
Albert's law office. Chauncey shared his worry: fCupeople must report
their conversations with me, and in some respdwty imay be under the
instruction of the military authorities™



But writing from the security of the Embassy, Cheayis own report
freely outlined what was at stake for IBM NY in adieing its strategic
alliance with Nazi Germany. He described the vasanicial promise of the
Third Reich where "plans are laid for the greatnexnic future of Germany.
One of the creeds here is 'Europe for Europeand,'this probably means
'Europe for Germans™

His report to IBM NY continued, "Naturally everyortgere has no doubt
about how the war will end, and they build on that.. consequently, they
vision Dehomag doing business everywhere in Eurape, under the guid-
ance of the new economic order in Europe, Dehomagldvgrow tremen-
dously because all countries would use machineGasany now does.... |
suppose they [are] right." Chauncey added the gsevesven "if Germany
loses the war, [and] these things will not comeo ibking . . . American-
owned companies could probably resume busineseestdfore.*

Clearly, Chauncey contended, the Nazis now undmistthat IBM's
technology was vital to their war aims and too emthed to be discarded.
Replacing Holleriths, he argued, would be a lonfjicdlt task in view of the
military's "large use of Dehomag machines." Indedehpite all "the animos-
ity,” Chauncey wrote, "the business has, howevenegforward . . . due to
the need of the authoritie™

In fact, Germany had already thought better of fitst hostile anti-
Watson reaction and was trying now to find somepraghement with the
IBM Corporation. As for the machines snatched bg tHazis in France,
noted Chauncey, "l understand . . . rental is bgagl for them to our
French company*

IBM should rely on its decided technologic edgeggasted Chauncey,
because of the profound difficulty in starting anpln card industry from
scratch, especially if New York could block Frerighll competition. In spite
of the quality of its devices, French Bull was aywsemall company with very
few machines. Bull's one small factory could nesepply the Reich's conti-
nental needs. Ramping up for volume production—eilebased within a
Bull factory—would take months. Hitler didn't haweonths in his hour-to-
hour struggle to dominate Europe. In a sectiondeqti"Length of Time for
Competition to Come in Actuality,” Chauncey arguédnless the authori-
ties, or the new company, operate in the meantnom the French Bull fac-
tory, it would appear that much time may elapseot@uch new company
[could] ... furnish machines in Germany™>

"Watson, in fact, was ready to continue fighting keep Bull out of the
Nazi market. IBM had already preemptively acquigsdss Bull's patent



rights in Switzerland and was preparing to litigatblock the French sister
corporation from functioning. IBM had concluded Blfringed several
IBM-owned patents, now that IBM NY had acquired SsMBull, which
legally controlled French Bull's patents. MoreouBiy believed that French
Bull's use of an 80-column punch card violated IBMents and could be
swiftly enjoined by court action. So Chauncey adudiscprediction that even

if French Bull did attempt to cooperate with thezidathere would be a
great "length of time and difficulties for actualpetition" to apped’*

It seemed that in spite of its autarkic impulsesd atollective rage
against Watson, the cold fact remained: Nazi Geymaeded punch cards.
It needed them not next month or even next weekiekded them every
hour of every day in every place. Only IBM coulayide them.

"My inclination is to fight," Chauncey declaredaight out. But the

battle would be difficult. He knew that IBM was figng a two-front psycho-
economic war: Heidinger's demand to cash in hiskstand Nazi Party
demands to take over the subsidiary. Clearly,wevtere organically linked,
but Chauncey could not be sure hiGi.

As they bickered, war and invasion proved it wikgiod business.

By now, Dehomag's profits had mushroomed ewere rapidly than
expected, especially as a result of the Nazi tadeesosf Belgium, Poland, and
France. As the Reich expanded its voracious nedddtberiths in occupied
lands, Dehomag's value was catapulting daily. atest valuation of Hei-
dinger's 10 percent stock, Chauncey advised, wasasanuch as RM 23
million—IBM accountants in Germany had already donéd it. The new
figure was as much as ten times higher than catmijast a few months
earlier. It would be an enormous amount of mongaifable in dollars—
perhaps $5 or $6 million. Chauncey expected Hedating prevail in any
court, should the Germans press his claim for @@se. IBM's multi-
million-mark blocked accounts in Berlin would bezeel by the court to
purchase those high-priced dollars, Chaunceyedarfror this reason,
Chauncey was continuously trying to finesse aeaght. "l am after him
every day," he wrot&°

As for IBM's fight with the Nazi Party, Chaunceyteeated his willing-

ness to "make any representations to the authothiet our managers need
not reveal any information of the activities of @efag's customers... . but |
cannot get the actual persons out in the op¥hat chance would now
come. After weeks of remaining in the background,E2imund Veesen-
mayer would finally come forward.



Even though Edmund Veesenmayer lived at Auguss&trd?2 in Lichterfelde,
just around the corner from Dehomag's Berlin headqus, he had declined
to make his presence known to Chauncey untifittedays of December
1940. Veesenmayer was one of Berlin's quiet butepfulvNazis, often feared,
who helped to directly implement the most drampliases of Hitler's plans for
Europe and the Jews. He was just a step or twovesnfsom der Fuhrer, and
was from time to time summoned for consultationsHigler personally—a
claim few would dare make, but a claim that wasetleless quite correct.
Although Veesenmayer proudly wore the full unifoend regalia of his SS
rank, he avoided noisy street riots and ghetto daps in favor of boardrooms
and embassies. Always lurking in the shadows adeBEasurope's most
heinous actions erupted, Veesenmayer was Hitler& trenchant facilitatdf?
Born Catholic in 1904 in the town of Bad Kissingesmid the pastoral
rolling hills and lush forests of Bavaria, Veesegaraquickly took to political
economics. He became a professor of economics asitidss administration
at the Technical College in Munich. Veesenmayangdithe NSDAP early, in
1932, when he was only twenty-eight years old. Wh&tional Socialism
came to power in 1933, he became the personal tagcrand economic
advisor to Wilhelm Keppler, Hitler's personal ecomo advisor. As such,
Keppler functioned as Veesenmayer's direct conmedty the Fuhrer and the
most powerful officials in Germarly?

Keppler was not only Hitler's personal economic isaly he was also
Germany's main nexus to American business. Dubleed&ddak Man" by
U.S. military intelligence reports for his links the Eastman Kodak film
company, Keppler owed much to the Kodak Companyorgethe rise of
Hitler, Keppler enjoyed managerial positions witavaral firms that pro-
duced photographic gelatins, including one thatoebgal heavily to Eastman
Kodak in America and Kodak Limited in England. K&dnanced 50 per-
cent of Keppler's Odin Company, which specialized photo gels. Once
Hitler came to power, Keppler advised a number ofefican companies on
terminating their Jewish employees. He maintaineddgrelations with exec-
utives connected to such companies as Internatideédphone and Tele-
graph and National Cash Register, and was Hitlatermediary to such
commercial giants as General Motdt.

Largely through his Keppler connections, Veesenmayeventually
joined the board of directors of the German subsiels of International
Telephone and Telegraph and Standard"®i/eesenmayer traveled in exec-
utive circles and spoke the language of big busines



But Veesenmayer was more than just a corporatesdimi He was arguably
considered Reich Foreign Minister von Ribbentroptsst important personal
troubleshooter and advance man. A technical expetite eradica-

tion of Jewish communities, Veesenmayer was in\déuas a behind-the-
scenes organizer in Hitler's war against the J&wsuch, he had a keen
appreciation for statistics and Hollerith capatait U.S. military intelligence
described his meteoric ascent within the ReichisJawish destruction
machine as "an amazing career which took him osions to Southeastern
Europe always, it would seem, at a moment of tratitf

In the months leading up to the March 1938 Anschlugth Austria,
Veesenmayer functioned as the Foreign Office'scppat economic expert
in Vienna. The day before Austria was taken oveardt 12, Veesenmayer
shuttled Himmler from a Vienna airfield to the GemmEmbassy to help
form a new Austrian Nazi regime. The next day, haavebefore the puppet
Austrian government could be installed, Hitler ate the country
altogether:'®

A year later, in early March 1939, Veesenmayerdie to Bratislava to

help engineer the destruction of Czechoslovakiathedleclaration of a

puppet state in Slovakia. On about March 11, hgaltwo handpicked Slo-

vak leaders to Vienna where they met Keppler aad flew on to Berlin for

a meeting with Hitler. On that same day, Veesenmajed the Foreign

Office, "alle Juden in der Hand," that is, "all e hand." He remained in
Bratislava on March 15 while Czechoslovakia wasmdistled. Jews were
quickly identified in the days to comé'

Veesenmayer was a frequent liaison to foreign amtimovements. In

early 1940, he was assigned to coordinate withmh@mbers of the Irish
Republican Army visiting Berlin. Later, in Rome, et with the virulent
anti-Semites Amin Husseini, the Grand Mufti of alem, and Rashid Ali
Gailani, former Iraqgi premier. He escorted both ntenBerlin for meetings
with Hitler.*®

It was Veesenmayer, who, in April 1941, brokeredwastten political
agreement between Yugoslavian Fascists and a nowsleCroatian militia
known as the Ustashi, helping the Croats remaipower as Nazi surrogates
with the support of the German Foreign Office. kedlethe same day he bro-
kered the Ustashi pact, Germany invaded Zagrebasbstmilitias were
allowed free rein under Veesenmayer's eye. It wass¥nmayer's job to liai-
son with Ustashi leader, Ante Pavelich. In the &md wartime savagery
against the Jews, there was no group as sadistihea<roatian Ustashi.
Using chainsaws, axes, knives, and rocks, frerRieastika-bedecked Ustashi



brutally murdered thousands of Jews at a time.tashé leaders openly
paraded about Zagreb with necklaces comprised wislietongues and eye-
balls cut and gouged from women and children, mahyhem raped and
then dismembered or decapitated. Pavelich himse$ ¥ond of offering
wicker baskets of Jewish eyeballs as gifts to ikchatic visitors™®

In the first days of December 1940, just after chatipg his assign-
ment with the Irish Republican Army and four montiefore leaving for his
behind-the-scenes work with the Ustashi, Veesenmdgiephoned Hei-
dinger and Albert to make the Reich's views on Dedm known. Then he
met with Chauncey.

MEMORANDUM OF CONVERSATION WITH DR. VEESENMAYER
Chauncey in Berlin to IBM New York

Dr. Veesenmayer is the right hand man of Dr. Kepplr. Keppler, | am
informed, is and has been Hitler's personal econadvisor. The organiza-
tion of which Dr. Keppler is the head is a Nazitarganization called . . .
The Department for Policies and Economics. It's foomally a part of the
government but has, of course, immense power because it instructs . . .
the government on what the Nazi party decides &leadiconomic policy.

| was present when Mr. Heidinger received a requessummons to visit
Dr. Keppler and the morning afterwards when | sawAbert, he told me he
had not slept all night.... Until this time, Dr.drt had been ardendy fighting
Mr. Heidinger with respect to any reorganizationD#homag. . . . The only
guestion of competition was whether or not the rgarewere strong enough
to fight, and whether our machines and prices cmddt the competition.

Dr. Albert did not tell me what the conversation swaetween Mr. Hei-
dinger, Dr. Keppler and himself, but did tell me thie conversation with
Dr. Veesenmayer which conversation was after tiie wath Dr. Keppler.
Dr. Albert informed me that Dr. Veesenmayer hadl $hat under no circum-
stances would any coercion be used to force the tBMive up the majority
but that it appeared advisable that the IBM shalaldo.

Dr. Veesenmayer had asked that Dr. Albert and Mgididger agree on a
plan to effect the reorganization and that | shcagdee in writing to such a
plan subject to the approval of the Board of Diestof the IBM. Dr. Albert
attempted to get me to agree, which | refused engfound that any such
tentative agreement would lead to the belief ddflgi that it would be car-
ried out.... If the IBM did not desire to approve.i[then] IBM's position



would [only] be more difficult with the officialsl. told Dr. Albert that all |
would authorize him to say to Dr. Veesenmayer vias there had been sev-
eral plans submitted to me and these | would in submit to the IBM.

Dr. Albert told me that Dr. Veesenmayer had [thempressed a desire to
see me but not in his office, as he would like toaversation to be unoffi-
cial. Tentative arrangements were made for me tetrham at lunch. How-
ever, Dr. Albert called me one day and informedthe he was going to see
Dr. Veesenmayer on the next day.... Dr. Albertezhiine later and said that |
should go with him to Dr. Veesenmayer's office.

Dr. Veesenmayer stated [to me] that there were rddgas to be gained
by friendly agreements between industries in Angedaad Germany and that
it was not unusual to find a desire to have indestowned by the nationals
of a country. | told him that | appreciated the abages of a nationally-
owned company whether in Germany or elsewhere.intg@d out to him that
competition could be used [just as easily] agaidshomag [if it were]
partly-owned by the IBM as it could be used whemMIBractically owned
the entire company ... | asked him what guarantB&& could have for the
protection of its minority, assuming that it gave its majority. He [Veesen-
mayer] suggested that no guarantees could be madeiting but that if the
Government approved of the act of increasing thgtalaand the disposition
of it to Germans, that should be all the securigy meed ask for. Dr. Veesen-
mayer did not speak English very well but | undeost him to say that he
had been instrumental in assisting in the re-omgditn of the International
Telephone Company in Spain. Subsequendy | attemfitesigh Dr. Albert,
to have Dr. Veesenmayer give me the names of Ameigompanies which he
had also assisted in re-organizing. The reply was$ he could not give me
the names but that he could tell me that he had @mut closed the
arrangements with two other American companiesthia connection | saw
for a moment the names of three German companiéshwiave been re-
organized. | did not have the opportunity to getvdothese names, which
were in German, nor could | identify them with alayerican company. . . .

Dr. Kiep seemed to be of the opinion that Dr. Keppl introduction into
the matter was occasioned by Mr. Heidinger. Thig/ rha so but | do not
believe that Mr. Heidinger himself got in touch kiDr. Keppler or Dr.
Veesenmayer because he appeared to be as muchnemhedout the call to
Dr. Keppler's office as was Dr. Albert. It is pd#si however, that through his
other friends he [Heidinger] may have brought Drepldler into the
subjectt’’



Soon after Chauncey met with Veesenmayer Albeiveleld to Chaun-
cey a short unsigned, unaddresscd note, typed an paper. Chauncey for-
warded that to New York as well through diplomatozich.

The party with whom you have discussed the mattdBM is Mr. Veesen-

mayer. He is the right hand of Dr. Keppler, Secyetd State in the Ministry
of Foreign Affairs, but at the same time being estied, as an important
member of the party with certain special duties egmponsibilities, F.I. [for

instance] concerning questions of political ecoronarganizations. Mr.

Veesenmayer confirmed the official attitude that poessure should be
brought on IBM to transfer its majority into Germdmands, but that he
thought it advisable to do so. His recommendationydu was to lose no
time in reporting to IBM and then to return as s@mpossible to Berlin in
order to carry the plan through.

Things began happening rapid-fire. On December SidiHger sud-
denly agreed to accept a vastly lower purchases gac his shares, just RM
3.9 million. What's more, he would accept paymentBM's blocked marks
and no longer insist upon dollars. A contract wBiM was quickly drawn up
and signed on December 13, 1940,

IBM felt Heidinger's war was on hold, at least fite moment. But the
continuing pressure for IBM to relinquish its matprremained intense.
Equally manifest was the air of tight-lipped mygtesurrounding what the
Nazis had in mind for the machines. Chauncey susijoavoided ever ask-
ing what additional tasks the machines were intdnftg. He nonetheless
pressed ahead, demonstrating IBM NY's intentiometmain a reliable ven-
dor to the Reich. He began organizing new suppmrtGermany's needs in
occupied France, and declared his readiness tgratee IBM's Polish sub-
sidiary into Dehomag proper. He even offered teeedtDehomag's territory
into Russia, which many believed Germany was piegao invade'?

Even still, a new plan was emerging. The Third Reigas now hoping
to expand Dehomag and all its dominated Europedh #Bbsidiaries into a
huge all-inclusive Nazi cartel governed by the Muselles Berichtwesen, the
Reich's agency for punch card technology. Thisetarbuld be strengthened
by the inclusion of the marginal European branabifeBowers, as well as all
local companies in invaded lands, such as Bull ianEe and Kamatec in
Holland. Machines would be transported from courtwy country, like so
many mortars, across war-ravaged Europe to theispreocales needed.
Once their mission was accomplished, the deviceddnue shifted to the



next hot spot. The pillars of the cartel would te twell developed IBM
subsidiaries in Italy, France, and Holland. In faet special Dehomag
employee named Heinz Westerholt, the Nazi Partysctdagent within the
subsidiary, had already traveled to France to at@tithe arrangements in
both Vichy and occupied territory. The Germans wuagkthrough French
authorities had already demanded a test integratiomBull systems with
Hollerith tabulators and sortels.

The planned punch card cartel would then be abladoomplish all the
Reich's most important objectives without chanmglirequests through the
IBM corporate bureaucracy or submitting to Watsolicraamanagement.
Germany's IBM-based cartel could function as a rgingith Watson's non-
European operation.

Ultimately, the attempted cartel would be bitterfpught by Watson,
deploying every technologic, legal, financial, gualitical argument at IBM's
disposal. Eventually, by mid-1941, the Nazis codelli that connecting
Holleriths to other systems was mechanically imfmes and operationally
naive. Unlikable as it was, Germany needed an awget with Watson in
which he agreed to supply all the Reich's needsegive proper payment,
but remain detached from the local details his marea and engineers
would necessarily possess. Ironically, such a madvendi appealed gready
to Watson.

IBM as a company would know the innermost detaifsHitler's Holle-
rith operations, designing the programs, printihg tards, and servicing the
machines. But Watson and his New York directordcceuwect a wall of credi-
ble deniability at the doors of the executive suitetheory, only those down
the hall in the New York headquarters who commueitalirecdy with IBM
Geneva, such as IBM European General Manager ®chatuld provide a
link to the reality in Europe. But in fact, any buwall contained so many
cracks, gaps, and hatches as to render it imagifidey free flow of informa-
tion, instructions, requests, and approvals by Watemained detailed and
continuous for years to come—until well into 1944.

Subsidiary managers were authorized by New Yorknégotiate special
equipment rental and service agreements from thecMiaelles Berichtwesen
and other Reich officials. Projects in Europe wapproved and customers
prioritized with New York's permission. Machines reemoved from place to
place to meet the demand. IBM Europe's managessivast special permis-
sion from the Nazi authorities to travel back araftH between neutral
nations, Nazi-held territory, and Germany itseliey regularly sent IBM NY
letters and reports. Some were simply handwrittgas) Others were dense



sales and machine status reports, or meticuloushiyagsummaries, all sent
from Axis-controlled subsidiaries to New York thghuneutral cities??

When Geneva executives were pressed for time, tiedgphoned New
York. Using codes and oblique references, they thahess all spoke the
same language, even when the language was vaguendgrevious Euro-
pean General Manager, John Holt, urged an IBM NWeague early in the
war: "wire Schotte for the information which youek care being taken that
your request is so worded that it can pass theoceltsgoes without saying
that any information covering military activity &pt to get the recipient, as
well as the sender, into considerable 'hot wat&t.™

Together the continuous reports, summaries, caldes, telephone calls
offered minute-to-minute operational details of IBMactivities in France,
Italy, and Sweden; the serial number and locatibrequipment; and pre-
cisely which machines were destined to be shippebehomag or the Ger-
man army. Devices and spare parts going into thiehRer elsewhere in
Nazi-conquered Europe were tracked by New York—fittie most complex
collator to the simplest sorting brush. Despite themoil of Dehomag's
revolt, throughout 1940 and 1941 the fluid decistonbuild new factories
to supply Nazi Germany, the stocking of those fiety and the year-to-year
ordering of expensive machine tools, these dedsivere made by IBM NY
based on the most current market information. Pdpetory output and
anticipated shortages throughout Europe were mamitdo anticipate prob-
lems before they occurrédf.

Millions of punch cards were routinely shipped frol8M in America
directly to Nazi-controlled sources in Poland, EE@nBulgaria, and Belgium,
or routed circuitously through Sweden or coloniasAfrica. When IBM's
American presses did not fill orders, subsidiartaemselves would ship
cards across frontiers from one IBM location totaeo'?

All money was accounted for and audited down to frenc and lira.
All expenses were deferentially proposed to NewKkYand carefully ap-
proved or rejected. Watson was even told that thendh subsidiary had
charged an extra 1.5 francs for wine with luncthiem company canteéff.

But in December 1940, things were different. Thanpfor an MB cartel
was still very much alive in the Nazi game plan. rbtover, the constantly
evolving special plans for Hitler's Holleriths webeginning to take shape.
Periodically, when Chauncey inadvertently raisedssnie that came close to
the cartel question, the managers at Dehomag wawiteriously comment,
"there were concentration camps,” and then becoompletely silent. On
December 13, 1940, Chauncey wrote to Watson, "ttimesd to Hummel



that now might be a good opportunity to acquirerighits from Bull, he

vaguely hinted that perhaps the Bull Company innEeahas already been
acquired by others. When | pressed him for an ewian, he would say
nothing more. When | reach a point with these feflothey begin to talk of
concentration camps, ett®”

A few days later, on December 17, Chauncey wasudéicg the issue of
Heidinger defecting to a competitive company anstrdging the subsidiary.
Hummel first swore Chauncey to secrecy and therealed, "Heidinger
would never fight Dehomag." Chauncey then repotedBM NY that he
"went along with him [Hummel] in the hopes that Wweuld not retire within
a shell, or completely shut up with the explanatibat 'there were concen-
tration camps'*?®

About that time, Otto Kiep surprised Chauncey bystasiously stating
it was better for directors to decline any stock Dehomag—even token
Rock. On December 13, Chauncey wrote to Watsonowitlelaborating, "it
is Mr. Kiep's opinion that no shares should be d@dsuo the directors,
because of something he has learned." Like ther atiessages, Chauncey
channeled the message through the Emba3sy.

Chauncey made clear to Watson in his various wgstinhat Germany's
use of machines throughout conquered Europe woaldrofoundly lucra-
tive, and IBM could not give up the profits. Albedescribed an enticing
Axis-wide punch card monopoly that would rule in €l@any's possible
future economic space comprising not only the iaseel [Reich] territory
[itself], but the sphere of... Central Europe te tBalkans, the African pos-
sessions, and the Near Ed$t."

But to remain a viable member of the Nazi juggethadlbert
explained, Watson would have to adopt a decisiontagust do business
with and extract profit from Nazi Germany, but tosare that Dehomag
become an organic facet of the Third Reich itdeifa twenty-one-page rec-
ommendation to Watson, Albert circumlocutiously atésed the cooperation
Veesenmayer expected. "The structure of the Gersmmomic system,"
Albert wrote, "requires that every German undertgkis completely, loyally
and without any reservation a member of that sysssgrformed by National
Socialist leadership. What matters is . . . theitspf German economic lead-
ership—and not who is the owner of the share$e.husiness policy of the
German company . . . [must be] in complete harmaith the German
national interests, and it is the business of tlen at the head of the Ger-
man undertaking to see to that. Of course, if theagany's interests are not
so defended, either because the parties conceroedagary under the



weight of those difficulties... [or] perhaps becarae heart they themselves
share the adversarial point of view... the compaitiysuffer."**!

Watson was willing to cooperate—as he had doneesthe first days of
the Third Reich. But why was it necessary to giye majority ownership?
Majority ownership was something a man like Watsmuld not bear to
relinquish. But everything seemed to rest on thet/ fulcrum: IBM becom-
ing a minority owner of its own enterprise.

Only if IBM reduced its ownership to less than 5ergent would the
contemplated competition be suppressed and Watgoofts be protected.
Yet the guarantees, all oral, seemed too vagudBt to trust. Chauncey
wrote Watson, "Dr. Veesenmayer . . . stated thatvag not in a position to
give me any written statement,” and added that ‘tth@saction must be
approved by the [German] government and that wdnddall the guarantee
we needed." Chauncey also reported his conversatiin a director of the
Deutsche Bank, Dr. Kimlich, who concurred with Vemsayer. "Dr. Kimlich
stated that his organization [Deutsche Bank] wdaldke care of any competi-
tion, ... [a] statement he would not amplify, batyorepeated 2

Reducing ownership to a minority bothered Chauscesense of profit
as well. "IBM will have reduced its interest in tiderman company to less
than 50 percent," he complained to New York, "arddshare of the future
profits proportionately®® IBM wanted both—to remain a commercial part
of the Nazi domination in Europe and keep all thafifs.

Only Watson could decide. Chauncey confirmed to soat and the
other senior executives in New York that he hadnised Veesenmayer that
he would fly back to America and brief company ciffls. Then he would
immediately fly back to Berlin and personally delito Veesenmayer IBM's
answer:>*

Veesenmayer would now play a special role both wi@M and the
Third Reich's war against the Jews. As statistied Ahuman sorting con-
tinued in the drama of Jewish destruction, the twould intertwine.
Chauncey's chaotic consultations with Veesenmay®l a@thers about the
future of IBM in Europe would keep the young attynin Berlin and
Geneva until late March 1943

Just days after Chauncey finally departed for NewrkY Veesenmayer
would travel to Yugoslavia to oversee the Reiclffasirs with the Ustashi. By
early April, Veesenmayer was arranging with Craedders and the Ustashi
"an exact plan for the assumption of pow#éf."

But Veesenmayer ultimately emerged as much morejtisa Hitler's



envoy to communal destruction. He would soon becamechnical sched-
uler of actual genocide.

One of the earliest episodes occurred in fall 19&krmany's Minister
to Yugoslavia, Fritz Benzler, asked for an experthandle difficulties with
the Jewish situation. The Foreign Office sent Vegsgyer. On September 8,
Veesenmayer and Benzler proposed that 8,000 JewRerbia be deported
down the Danube on barges into Romania for furthetion. Berlin did not
answer quickly enough, so forty-eight hours latereSenmayer and his col-
league sent a follow-up dispatch: "Quick and dramonsettiement of the
Serbian Jewish question is most urgent. . . . Reqgaethorization from the
Foreign Minister to place maximum pressure on tleebi@n military com-
mander. No opposition is to be expected from thie §evernment®’

Soon, the question was routed to Adolf Eichmanre tReich's expert
for Jewish affairs. The reply: "Eichmann proposhkeating.” By September
28, the German general commander in the area walte3j0O00 rounded up
for "immediate elimination." In early October 194&erman army comman-
ders in conjunction with Serb mayors and police dmegicking up Jews
from cities and towns in a lightning Aktion, or Aah. Victims were driven
and then marched to an open pit in a remote latatod there ordered to
kneel over the trench. German soldiers at ten pacedd fire rifles at their
head and chest. Line by line, thousands of murddess slumped into the
earth!®®

Days later, the Foreign Office rebuked Benzler avidesenmayer for
becoming too involved in the technical and militamgpects. They were
reminded to confine themselves to such mattersiraplys arranging trans-
portation*°

Later, in July 1943, Foreign Minister von Ribbemtravanted President
Tiso of Slovakia to accelerate the "cleanup” of deaish question there. The
Slovakians were reluctant because the war was oioggvell for Germany
and Slovakian leaders could no longer plead igrawanf the genocide. In
December 1943, Veesenmayer was again sent to [Bvatisin one meeting
with Eichmann's expert Dieter Wisliceny, Veesenmawagrily reviewed
Eichmann's detailed statistical reports of Slovakiews both by ancestry
and religious belief. Veesenmayer was impatientafiction. He vowed to talk
"blundy" with President Tiso. After their talks, sbi agreed to transport the
remaining 16,000 to 18,000 unconverted Jews to ex@nation camps—no
exceptions permitted. Shortly thereafter, 10,00@tikad Jews were added

to the rolls*



In spring 1944, after a stint at der Fuhrer's headers, Veesenmayer
would be sent East again, this time as MinisteHtmgary. His instructions
were to form a new puppet government in Budapest aganize the Hun-
garian railroads?

Veesenmayer was for the first time completely inarge of German
operations in a puppet nation. In Budapest, he dédra close alliance with
Eichmann and together they orchestrated the sysitemestruction of Hun-
garian Jewry. According to Veesenmayer's 1941 cersatistics, 724,307
Jews lived in Hungary. Another 62,000 were considedewish by blood.
But Hungarian leaders, although rabidly anti-Sesnitiere reluctant to con-
tinue their on-again off-again persecution of teasl. The Allies had already
announced that there would be war crime tribunalsgenocide. Warnings
conveyed by neutral leaders and the Vatican weraingp in continuously.
Russian troops were steadily advancing from the.Bdwe Hungarians were
openly worried:*?

But Veesenmayer, with Eichmann at his side, hamdheyet a domestic
power-sharing agreement with those Hungarian |sadleat would ignore
the Allies and cooperate with Hitler's mandate. éfsure close supervision,
he installed his own expert in the Hungarian Offidelewish Affairs to mon-
itor a torrent of anti-Semitic decrees. Veesenmalgscribed the progress as
one of "unusual rapidity under local condition&."

A few weeks later, with confiscation and ghettdimat nearly complete,
the deportations began. Veesenmayer divided Hungary five zones,
plus Budapest. But Zone 1, the Carpathians, redjuardull seven weeks to
empty because not enough trains were availableA@it 20, 1944, Veesen-
mayer complained to the Foreign Office that he waable to locate enough
freight cars for his task. But by the end of Aptiko trains were arranged.
Each carried 4,000 Jews from the Kistarcsa inteminoamp. Destination:
Auschwitz!**

Veesenmayer would learn to locate freight cars aetiedule them in
and out of Hungary like clockwork. As efficiencycieased, only ten days
would be needed per zone. After the zones were iethph late June,
437,402 Jews were gone. But then a struggle ensasedio whether
Budapest's Jews would be deported to their deatle#ls Hungarian leaders
hated Jews but feared war crimes trials more. \feeager did not care how
close the Russians were. A stalemate developed Mithgarian Chief of
State Admiral Miklos Horthy. Eichmann sent one rirdilled with Budapest
Jews to a death camp only to have Horthy ordetopped at the border and
sent back®



Horthy eventually dismissed the puppet leaders &mesyer had
installed and ordered their arrest. Veesenmayetegterd bitterly and com-
plained to Berlin. Von Ribbentrop telegraphed a niay: "The Fuhrer ex-
pects that the measures against the Budapest Jé#wsow be taken without
any further delay by the Hungarian governmento..delay of any kind in

the execution of the general measures against[délvee permitted].**®
Veesenmayer then warned Horthy that two additionAlehrmacht
armored units would soon be sent to Hungary. Hostily refused to coop-
erate. Eventually, Veesenmayer ordered Horthy's kidnapped. Bundled
into a blanket, the son was driven to an airfietdl dlown to Mauthausen
concentration camp in Austria. Veesenmayer threatdo have the younger
Horthy shot if Hungary did not comply/’

Compromises, broken and amended, were made withgdfiam lead-
ers. Eventually, Hungary agreed to deport 50,000sJ® Austria and, the
remainder of Budapest Jewry were sent to concéamtratamps. Beginning
on October 20, 1944, thousands of terrified, wegpiews were pulled from
their apartments and homes in all-day operatiorfserd weren't enough
freight cars. So within days, the 27,000 assembBtagls were sent on a death
march to the Austrian border. Lines of marching slestretched out from
Budapest, miles and miles long, girded by a pdraflecorpses heaped along
the road. Veesenmayer reported that 2,000 to 4y@9@ being added daily.
Many thousands died en route from the exhaustigposure, and starva-
tion. They were in fact marched to de&th.

During the war years, IBM supplied elaborate Hdtlersystems to
nearly all the railways of Nazi-dominated EurdffeKnowing how many
freight cars and locomotives to schedule on angmigay in any given loca-
tion, anywhere across the map of Europe, requihed computational capa-
bilities of Hollerith!*® Punch card systems identified the exact locatibn o
each freight car, how much cargo it could accepd, what schedule it could
adhere to for maximum efficiendy® In fact, the main method of tracking
freight cars was a network of Hollerith systemgatied at railroad junctions
across Europ&? Using IBM equipment, freight car locations weredafed
every forty-eight hours. Without it, the locatiof rolling stock would gener-
ally be more than two weeks out of date and usetess wartime settin®®
In 1938 alone, more than 200 million punch cardsewprinted for Euro-
pean railroad$* In Nazi Poland, the railroads, which constitutedne 95
percent of the IBM subsidiary's business, were stocned to using more
than 21 million cards annually’ In Nazi-allied Romania, the railroads used
a large installation of machines in the Ministry@dmmunications>*



In Yugoslavia, where Veesenmayer worked with thetaghs, the rail-
roads used Ministry of Commerce machines in BefgtddIn Hungary,
where Veesenmayer and Eichmann coordinated contafyiovith the rail-
roads, the machines were Holleritf Standardized forms on daily reports
registered every detail of train operation from gesger load per car and
fuel consumed per train, to locomotive efficiencgdawhich government
department would be billed for the freidfit.Hollerith made the trains run
on time in Nazi Europe. These were the trains fa@sger and his cohorts
relied upon.

During all the genocide years, 1942-1945, the Delwpnthat Watson
fought to protect did remain intact. Ultimately,vitas governed by a special
Reich advisory committee representing the highebelens of the Nazi hier-
archy. The Dehomag advisory committee replacedtthditional corporate
board of directors. As with any board, the comreiteduty was to advise
senior management, approve and veto special pspjacid mandate priori-
ties. The day-to-day decisions were left to mamager execute. When
needed, it coordinated with IBM Geneva or its repregatives in other sub-
sidiaries. Four men sat on the advisory board. ®ae a trustee. Second was
Passow, chief of the Maschinelles Berichtwesenrdrhias Heidinger. Fourth
was Adolf Hitler's personal representatt.

Hitler's representative on Dehomag's advisory cdtemi was Dr. Ed-
mund Veesenmayé?*



PART THREE



10 THE STRUGGLE TO STAY IN THE AXIS

DURING THE WINTER OF 1940-1941, AS CHAUNCEY NEGOTIAD

with Nazis in Germany, war enveloped Europe. Whiléatson and
IBM  executives were fighting daily to retain theircom-
mercial primacy in the Axis conquest machine, il of Jews
were fighting to stay alive in a continent overrumth highly orga-
nized, intensely automated Nazi forces and theirrogates. News-
paper articles, dramatic photos, and newsreels im@d to tell the
tragic, even if by now familiar, story of Jewishstteiction. November 9, 1940,
New York Times, "Reich Jews Sent to South Fran8g)d0 Reported Put Into
Camps." At Camp de Gurs, the refugees, it was sedde forced to live in
small wooden barracks without enough water anctisedly no food supply.
November 26, 1940, New York Times, "Walls Wil Eost War-
saw Jews Today; 500,000 Begin 'New Life' in NaziBBuGhetto." By
Herman decree, all Jews in Warsaw have been refjuoetake up resi-
dence in the ghetto . . . with as many as sevesoperliving in one room
in some buildings. The wall—unusual in modern timesirrounds 100
or more city blocks and closes off 2.00 streetsearah street car linés.
December 5, 1940, New York Times, "Rumania Emergésm
'Revolution’; Death Toll Nearly 400, Wounded Exce&DO—Terror
Reign Lasted for Eight Days." Moldavian Iron Guat@urists" launched
a pogrom of large proportions. Jews were kidnappedien and killed at



Galati and Turnu Severinu, Giurgiu and Craieva.ddytime raids, Iron Guards
confiscated Jewish shops in Brasov, Timisoara doesk?

December 5, 1940, New York Times, "Cholera KilliMden in Concentra-
tion Camps in France." Refugees transferred froeaamp to another. . . were
locked into cattle cars without food, water or sanyi equipment for as long as
four days at a time . . . nearly all of the 15,00Mates were stricken with
cholera and approximately 500 died. "There wershmvels to dig graves with
and no coffins to bury the bodies in," [an impriedndoctor said]. "We dug
shallow graves with our hands and cremated thoseowiel."

December 17, 1940, New York Times, "Property of slémv Alsace Is Con-
fiscated." The property of Jews is confiscated ailtl be distributed either
gratis or at low prices. . . . The finer furnishéng. . have been sent to Germany
by the trainload.

January 14, 1941, New York Times, "Netherland J@&sst Register.” All
Jews must register within six weeks, under a deissee=d today by the German
Commissioner for the Netherlanls.

January 25, 1941, New York Times, "300 Jews RepoB8&in." Some of
the more extreme elements of the insurgent Iron réGua Bucharest
implemented the threat to oust the Jews . . . bindian estimated 300 Jews
[that] they had herded into cellars and then tumnadhine guns oh.

January 26, 1941, New York Times, "Misery and DeatHrench Camps."
In some of the camps, . . . an "unbreathable atheyspof human hopelessness
was reported, with "an intense desire to die" laited to most of the older
refugees. [A Gurs camp source reported] "They wik fight any more;
apathetic, they lie on their straw mattressesnafédusing food and waiting for
the end.?

Despite all the atrocity stories being broadca$Vatson was waging his
own struggle. His was an undying determination étain IBM's favored
dominance in the Third Reich's commercial-indubkttiamplex. The struggle
was not going well. In the first week of Januarg19German Finance Ministry
officials ruled that IBM's setdement with Heidingevorth almost $900,000,
could not be transacted using the company's blocReithsmarks. In
frustration, Chauncey sent word to New York thatwwaild "have to begin all
over again." One of the main government objectives the continuing
existence of IBM's so-called royalty program, whieas considered a sham to
extract profits from Germany in the form of fakeperses. Why else, critics
complained, did IBM's own subsidiary pay the papany royalties?

At the same time, Party circles continued to demdBi# shed its
majority ownership. IBM executives began to wonidléney might sell some



shares to the Hitler government itself, going imtadirect partnership with
the Reich, "provided, simultaneously, official fahrecognition by the gov-
ernment . . . [of] the validity and binding natusé the royalty agreement.”
On January 24, 1941, a Nazi official at the DeuwtsdBank met with
Chauncey and repeated the assertion that if IBMatete majority, "we will
take care of any new competition.” New York did mand making a token
transfer to some German nationals, but Watson liiled he would not be
forced to reduce IBM's ownership to a minofity.

By the very end of January, a tired Chauncey wagingoto return to
Manhattan to make his confidential report in theusgy of IBM headquar-
ters. Once he obtained the board's decision, hddwbuback to Berlin and
again confer with Veesenmayer as promised. By r@lmguncey had learned
when speaking over the phone to refer to Veesenmalykquely as "that
official" or "an official." Chauncey went to Geneaad phoned New York for
his next instructions. The conversation, as uswak conducted in code and
studded with cryptic allusiors.

JANUARY 31, 1941, 4:4%.M.
Chauncey at IBM Geneva
John G. Phillips and Charles R. Ogsbury at IBM NY

PHILLIPS: Hello, Harry, this is Phillips....

CHAUNCEY: Yes. There are two courses open to me at the morheshiall
send you a report of the big question [retaining thajority], which | can-
not even here send to you completely in all respeater the telephone or
written.... Or | could come back to the United &tatind give you a writ-
ten report... . [But] then | [must] return to Gemgaat the request of "an
official.”

PHILLIPS: You cannot define that any more?

CHAUNCEY: No, but you can understand. Because of the timentlag be in-
volved, | promised "that official" that | would gback to America with
some degree of haste and return as soon as possible

PHILLIPS: Does it need you, Harry, to complete it?

CHAUNCEY: He asked me to do that, notwithstanding the faat thhad left
with our lawyer a power [of attorney] to completéehatever we may de-
cide to do, because that man—our man [attorneyrfiibavill have to go

into discussions... | am [now] going to read to fxaum a part of a letter

from "our best friend," which has been mailed to. Matson. Quote: "The
introduction of influential industrial interests msw shareholders would



inure to the benefit of both IBM and Dehomag. Dlis&action has evi-

dently found expression in criticism of the priand other policies—and
in the demands for the creation of competition,nédcessary, by Govern-
mental initiative or at least with official suppSrEnd quote?

Turning to the threat of a Reich cartel effort thatght merge French
Bull and Dehomag, Chauncey suggested he try to $terplan at once.

CHAUNCEY: The transfer of the interest recently acquiredhiea French Ger-
man Company [the planned German cartel] was offdoedthe majority
holding in Dehomag . . . which, of course, would be to our advantage.
You see that? | am going to attempt to get in towith our French people.
PHILLIPS: | have a question here on that. You are going tengit to get in
touch with our French People. Now Mr. Ogsbury hasden some notes
here with Mr. Schotte as to [three] things you nhiglant to think about:
The Bull suit. The general Bull situation. And angnversations between
[IBM French subsidiary director Roger] Virgile arfdermany in connec-
tion with a merger and buying.

OGSBURY: Harry, what will you do? Will you try to see Virgilin Paris or have
him go over there?

CHAUNCEY: | know he will have to come into unoccupied partdchy
France]. They [Nazi authorities] would not let wstg Paris.

OGSBURY: There has apparendy been some negotiations betMiegite and
Dehomag with respect to the manufacture of parts @rtain machines. |
think you will find all that correspondence with ylar. | think you ought
to get acquainted with it and see who is sponsotimat. It looks as
though the French Company [IBM's subsidiary in §ais sponsoring it,
and it certainly is being done without the consewer here. See what |
mean? That ought to be looked into. . . . Nonehefk¢ things do we con-
cur in.... How long will you be there?

CHAUNCEY: | am perfecdy willing to stay here. While | want be in New
York, | am perfecdy willing to stay here. The tdins that you cannot un-
derstand what it is [like] here [in Europe].

OGSBURY: The tiling is that if you should return [to New Ydr these other
matters can all wait. You see what | mean? Thesgghthat | am talking
to you about are only in the event that they aeepgtactical thing for you to
do, in view of how long you have to remain there.

CHAUNCEY: | will have to be here [in Geneva] two or three wedefore |
can get through to Lisbon and get visas, etc.aml going to write you a
report as soon as | can.... | have sent word tgiMirlt may be necessary



for us to go to ltaly. I think | should make thainmection down there. |
think I better find out what it is all about.

OGsBURY: That will be all right, if it isn't going to integfe with the other
things you ought to do.

PHILLIPS: Harry, the thing that worries me this afternoonthigs. Both Mr.

Watson and Mr. Nichol are home with colds. . . .eQr the other or both
will probably be back on Monday, and we cannot diytling over the
weekend anyway. And we will cable you and talk wytbu again on Mon-
day. How is that? ...

CHAUNCEY: | am going over with Taylor everything that is open

PHILLIPS: Harry, can you answer this question? Do you comsidat you

should return and then go back?

CHAUNCEY: | have given my promise that | shall return to $tbfficial.">

DURING IBM'S day-to-day struggle to stay in the Axis during wad, the
firm relied on the cooperation of the State Departmto act as postman.
Every message relayed through an American Embasdyegation was not
just blindly passed on. Multiple copies were made denior staff in "Wash-
ington. Periodically, Watson sent letters of graté for the on-going help.
For example, on January 8, 1941, Watson mailed Pa@ulbertson, Euro-
pean Affairs division assistant chief: "I wish teahk you for the courtesy you
extended our company in connection with the transfea letter to me from
Mr. Harrison K. Chauncey, representative of our pany, who is temporar-
ily in Berlin. The promptness in which this matiwas handled has been a
real help to us and all of the officers of our camp join me in expressing
our appreciation to you:*

The Department's desire to secretly advance themesamal causes of
IBM persevered in spite of the nation's officiakyated opposition to the
Hitler menace. For this reason, it was vital to ¥¢atthat nothing be done to
embarrass or even annoy the Department publiclys Thution was only
heightened by an on-going FBI investigation intoMIB operation as a
potential hotbed of Nazi sympathizers. Avoiding @massing moments was
difficult given the far-flung global empire of IBMe so deeply involved with
Fascist and Axis countries, and accustomed to spgakipportively of their
clients' military endeavors.

Walter G. Ross, affectionately known as "Capt. Rosgs one of IBM's
most adventurous and freewheeling European agéaisreed on the Conti-
nent, triumphantly concluding important deals fog tompany. He was once



described by IBM as "one of the colorful ones," e#6zeal and dedication

. .. [and] exploits would be recounted for decadempt. Ross was primarily
assigned to Fascist Spain, where he concentratédeo8panish Railways. In
1940, the popular Ross was ready to retire. He dvéedive behind a newly
organized IBM subsidiary in Spain and would congiran as a special advi-
sor. "When he came back to the United States inusi940, the flamboyant
salesman made some comments to a local newspapeBrooklyn Eaglé?
Those comments caused a furor.

In his candid remarks, Ross predicted that Engladild be forced into
an armistice within two weeks, thereby abandoningope. Moreover, he
openly revealed his approval of and cooperatior hie Hitler regime. "He
[Ross] ... has first-hand knowledge, having livadthe same building as the
German Minister ... On reaching these shores, tgtaih was 'simply terri-
fied and appalled' by the ultra-frank outburstsAmherican officials against
Hitler and Mussolini, which, he opines, were in timanner of 'spindly boys
tweaking the neighborhood bullies' noses'... 'laamAmerican,' he sums up,
‘but | say that before you start calling names e gou're prepared: This
country thinks it's going to spend a lot of moneyd anake soldiers over-
night. You can't do it. Germany worked at it fovefiyears'. . . The Germans,
he contends, had better trained soldiers, supexguipment and stream-
lined generals." Ross also declared he had cortavglan in which Watson
could use his channels to funnel money to destiivitans in Europe?®

The seemingly inconsequential article did not escdpe attention of
those in Washington on the lookout for Nazi symjzatfs. Assistant Secretary
of State Adolf Berle sent a clipping to J. Edgaroker at the FBI declaring,
"the remarks . . . follow the same pattern usedlinGerman propaganda."
Copies of the article made the rounds at the Sbmpartment and IBM.
Quickly, Watson learned of the embarrassment. lexample of how Watson,
if so moved, could act with swift corporate wrathprotect the company's in-
terest, Watson immediately turned on Ross. In atam, Ross' decades of col-
orful accomplishments for IBM were forgotten. Hesssammarily cut off!

On September 6, 1940, Watson wrote Ross a humijatermination
letter. "I have before me a clipping from the BriyokEagle of August 28,
1940, in which you pretend to speak as a repreemtaf our Company,”
Watson began. "You were our agent working on a cission basis in Spain
for several years, until we arranged with you imrig?an August 1939, for
your retirement....

"You used my name in connection with a plan whiau ystate you have
of sending monetary aid to refugees and destifuigaas in France, in which



you say | am willing to cooperate. | have nevecutised any such matter with
you, and | am not interested in any plan you havenind. | am already ex-
tending my cooperation through oilier channels appd by our Government
"You have no right to involve our Company, my nanwg, any of the
Company representatives in any statements. Furtdrernyou made state-
ments in regard to the countries at war, and @@t our country's policies,
for which you must accept sole responsibilitiesaasindividual. | demand
that you inform the Brooklyn Eagle that the statetnattributed to you was
an expression of your own opinion and not made espeesentative of Inter-
national Business Machines Corporation, any ofofficers or members of
the organization; and that your statement was nwaitleout the knowledge
or consent of anyone connected with our Company....

"This matter is so serious from the standpoint af €ompany that it is
necessary to advise you that effective immediatgdymust sever all relations
between us. We had discussed the possibility ofimyalise of you in some
other capacity in our business, but the statement made in the article
referred to makes it impossible for us to do sam attaching to this letter
the regular cancellation notice of your contragt."

On September 6, 1940, Ross indeed wrote the edifothe Brooklyn
Eagle a stultifying retraction that sounded as ¢foit had been typed in
Watson's office. The typewriter seemed to be thmesas the one used for
Watson's letter, and the typist's identifying @i "LH," were at the bottom
of both letters. Moreover, Ross' retraction uses rikarly identical first sen-
tence as Watson's letter of the same day. "I haferd me a clipping from
the Brooklyn Daily Eagle of August 28, 1940," Rasstraction stated, "which
purports to be an interview with one of your repmstat your office. | wish
to correct an erroneous impression which this lertias given to the public.
In the first place, | am not a representative of thternational Business
Machines Corporation . . . and was only acting maalvisory capacity in
Spain. For this reason, the name of the Internati@usiness Machines Cor-
poration, and that of Mr. Watson, should not hapeeared in your article.
What | said to your reporter was my own persondghiop, and | did not
speak on behalf of the International Business MuhiCorporation, or any
of its officers. | wish you would do me the favadr ublishing this letter in
your paper at your earliest conveniente."

That same September 6, Watson personally dispatciogies of Ross'
termination and his retraction to a number of serBtate Department
officials, including Secretary of State Cordell Hill When the dust had set-
tled on the brief but turbulent Ross episode, Watsd proved once again



that when he wanted in control the people in higanization, he could be
mercilessly blunt and ruthless.

In other instances, some IBMers pushed the Statpamaent's diplo-
matic pouch to the limits of propriety. It was otiéng to help an American
company protect its investment in Germany, but gigliplomatic channels to
deepen IBM's Nazi relationships in occupied coestrsometimes made the
Department recoil. On October 2, 1940, IBM's manoatupied Denmark.
Max Bodenhoff, sent Watson a letter through the Aca@ Legation suggest-
ing the company hire a personal friend of Germameiga Minister von
Ribbentrop as a special business agent to furtieerstbsidiary's work with
the Nazis there. America's interim charge in Copgeh, Mahlon F. Perkins,
was dubious about transmitting such a letter thnaféjcial channel$!

"Max Bodenhoff . . . represents Mr. Watson's orgamon in Copen-
hagen," wrote the rankled charge in a complaint sefriplicate to Washing-
ton. "This letter is not transmitted in the manmeescribed by Diplomatic
Serials 3267 and 3268 of August 9, 1940, sinces iconsidered that the
Department should decide upon the propriety ofstmatiing it. It will be
noted that Mr. Bodenhoff suggests to Mr. Watsondimployment of Dr. Orla
Arntzen, who is a close friend of the German Farelginister, to act as a
special representative of the International BusinbB$achines Corporation.
This procedure would appear to involve questionpalicy and ethics which
the Department may desire to considér."

Perkins' objection was reviewed by no fewer thaghteiofficials. All
concurred that his judgment should be vindicatedsbnding Bodenhoff's
letter back to Copenhagen with the declaration:e " Department does not
believe it would be advisable to transmit the letteentioned and it is
accordingly returned to the Legatiofi."

At one point, a State Department officer notifid8M NY: "The Depart-
ment understands that commercial telegraphic f@sliare available between
the United States and Germany. Should you expegielificulty in commu-
nicating . . . the Department will be pleased tosider the transmission . . .
through official channels at your expense provigled supply the full names
of the persons or firms abroad whose interestsaffexted thereby, and in-
form the Department as to the nature of those estsy and whether such
persons or firms have American nationality. | bedigrou will readily appreci-
ate that the Department, especially in these exdiaary times, must reserve
its facilities for the service of legitimate Ameaitinterests®

Despite the occasional realization that the Statepdtment was be-
coming an all too indispensable player in the peddition and protection of



IBM's lucrative relations with the Nazis in Europis role would soon
exceed the realm of postman. Soon, diplomats inlirBevould become
IBM's special operatives in saving the companyghain the Nazi Axis.

CHAUNCEY RETURNEDt0 Berlin to renew his excruciating negotiationghwi
Heidinger. Ironically, as the United States edgkiter to entering the war,
Heidinger believed his options were becoming mangdtéd. In the strange
praxis of German law, once Dehomag became enenpepyo the subsidiary
would be seized by a receiver and all ownershigeino In such a case, Hei-
dinger's hope to cash out would also be frozencolihpetition supplanted
IBM, his stock holdings could soon become worthless

By early March 1941, Heidinger agreed to a new ee&ht—RM 2.2
million in exchange for giving up his preferentsbckholder status. He would
still own his shares, and those shares couldistilsold only to IBM upon his
departure from the company—but the price wouldhieebiook valué®

Reich economic bureaucrats approved because thesattion wasn't
as much a sale as a reduction in status—and Heidiags handsomely
compensated for his various overdue bondses.

But Veesenmayer was still insistent that IBM relirsdp its majority or
face a newly created cartel. And now the cartel dahme: Wanderer-Werke.
The old-line German motorcycle and toolmaker, Waed&/erke, was being
primed by the Reich to host a merger of French Boll Powers interests,
allowing a new punch card enterprise to be forgHie Powers companies
were now controlled by Hermann Goering Works uraeroverlapping board
of directors. By now, Germany had realized thathegiof the marginal firms,
Bull or Powers, possessed the necessary produzdioscity. A completely new
German-owned factory would be needed. Bull sche®atnd blueprints
had already been brought to Berlin to launch a neachine series in case
IBM would not yield. Germany could not afford annmadiate separation
from the IBM empire. But if Watson would not complpluntarily, a steady
combination of tactics from preferential businesmtracts for Wanderer-
Werke to mandatory price reductions at Dehomag sv@oimpel an eventual
sell-out. This approach is what Veesenmayer corsitno pressure’.”
Opinions flagged from day to day on whether thecRecould proceed
without IBM. Even with a crash program to build nevachines, it would take
months before the first machine would roll off asbdy lines. Without a
source for punch cards, it would be like producmgns without bullets.
Understandably, Veesenmayer's pressure was cgrafiplied. If IBM with-



drew and suddenly stopped servicing the Reich, Nagbmation would
soon rattle to a halt.

"We are threatened with possible elimination of &mwhg through
competition," Chauncey reported to New York on Mad0, 1941, "which
may be sponsored by the authorities. We are alsmatdned with attack on
the royalty agreement; and further threatened witbubstantial reduction in
prices if we do not give up the majoriti?."

Chauncey could only repeat, "Dr. Veesenmayer .stated that no pres-
sure [would] be brought to bear to surrender thgoritg but that it was
advisable to do so. He told me all that was wanted a friendly agreement.
... | asked Dr. Veesenmayer for some assuranceotégion for our minority
in the event we relinquished the majority. He reghli . . there could not be
any writing of assurancé>

There was no pretense that Dehomag's managementtitaa group of"
independent-minded employees or executives. Theie vo@enly pawns of
the Nazi Party. "Mr. Heidinger and several othermmbers of the board are
Nazi members," stressed Chauncey. "As nearly as learn, they have to fol-
low any order issued by the Nazi Pari$."

But a rebellious Chauncey still clung to his reiwts over what he
called "blackmail threats." Giving up the majoritpuld not protect the com-
pany's investment, he argued. "Upon giving up tlagority," he asserted, "we
can obtain no assurance that the next attack woatdbe against the [re-
maining IBM] minority and even against the paymehtoyalties." Chauncey
had termed the German unhappiness as mere "growlinggas easy to talk
about starting a new cartel. The reality was unghdn"The government at
the present time needs our machines. The armyimg ubem presendy for
every conceivable purpos#."

So while IBM came to believe they could not be atiged from the Axis,
they did fear the diminishment of profit that anttenpted competition,
howsoever tenuous or distant, might pose. The mho would not even
tolerate competition from used cash registers wontdv only intensify
his effort to block competition from diluting IBM rgfits. Ironically, the
diligence of IBM auditors to certify and report tharofit never paused dur-
ing the entire Dehomag Revolt. Even as Watson egnmaximum re-
sources to protect his monopoly, the accountant® wesy double-checking
every penny.

Every Dehomag invoice to every client for every hiae and punch
card was reviewed by IBM Geneva for correctness #rah verified by
financial supervisors in New York. This fiscal pealtire applied to both



Dehomag's billing within Germany and in the congdermations and
territories of Nazi Europ#.
For example, Dehomag generated four small invoicespring 1940. In-
voice #04/26469 billed March 13, 1940; invoices /28499 and #04/28500
both billed May 21; and invoice #04/28612 billed Wia7, 1940. These in-
voices were missing from Dehomag's periodic sulipriss To track them,
New York accountants made a written request to Gena December 23,
1940. Taylor in Geneva issued a detailed two-pagglesspaced item-by-
item response on February 14, 1941, with a simetiaa written request to
Dehomag in Berlin to resubmit the invoices in dogle. On February 26,
1941, Dehomag accountants sent a letter in Germa@eneva confirming
that a new reconciliation statement would be semt @ translation into Eng-
lish was forwarded to New York. The four invoicegre ultimately tracked:
one was for $525.60, a second was for $46.77 rd was for $23.44, and the
fourth was for $1.53° At IBM, every penny counted.

But on March 12, 1941, Germany's cracking wartin@nemy put an
even greater strain on the flow of money from DehgmReich Economics
Minister Walther Funk warned at the annual Reichkbstockholders lunch-
eon that "drastic restrictions" on corporate psofitould soon be announced.
Dividends in excess of 6 percent would be subjettetprohibitive taxation."
The only way to correct reduced profits was a vtagnincrease in capitaliza-
tion permissible during a brief investment windo8v;percent of the higher
capital investment would of course yield greatesfiprsums. In other words,
only those who further invested in the German eogn@ould continue to
reap significant profits. Funk's words sent offraddells throughout IBM?

More bells sounded when, in late May 1941, IBM ims=l that Dehomag
was cutting prices to support the German war effdttiout IBM's permission.

MEMORANDUM TO THOMAS J. WATSON
From: J. C. Milner

Subject: German Rental Prices

May 23, 1941

We have heard from the Geneva office that the Ger@ampany have re-
duced their rental prices to customers by approwdipaen percent. This will
naturally mean that our royalties will be affected the same proportion.
Although we have no recent figures from Germany, waild estimate that
the ten percent reduction would mean a reductioappiroximately 1,500,000
Reichsmarks in the gross annual rentals of the &e@ompany®



On June 12, 1941 the Reich issued its profil retgtg regulations.
Those profit limits affected not only IBM, but pitobonuses for Heidinger,
Rottke, and Hummel as well. The German managers khat if IBM did not
increase its investment, bonuses would not be lpess\ loophole in German
law, however, allowed the board of directors—with without majority
approval—to reinvest its funds in the company. Deag had accrued mil-
lions of blocked Reichsmarks in undistributed psofivaiting to be allocated.
The Nazi board could vote to reinvest that monbystincreasing the stock
of the company. More stock meant more shares. UGdeman law, when a
company increased its shares with new investmbathew shares were allo-
cated in the identical proportions as the existimgnership. In other words,
the percentages would remain the same—just everygndd own more—
as in any stock split. These new shares would begildited without taxe¥.
Heidinger and company decided they would rush ae vtirough to
double the capital of the company, from about RM fhillion to about RM
15 million, using IBM's blocked profits. They woulidrce a vote with or
without IBM precisely because the law allowed dioes to vote reinvest-
ment without shareholder conséht.

Much more was at stake for IBM than just reinvestits profits into the
Dehomag. Up until now, although IBM retained ab®%® percent of the
shares, the 15 percent owned by Heidinger, Rotdel Hummel were
restricted shares. Unlike most stock holdings, Dedp shares could not be
routinely sold, collateralized, or transferred likedinary shares in any com-
pany. The shares were owned only so long as tlee ttmanagers remained
with the company and could not be sold to anyorteerothan IBM. More-
over, each man had obtained the shares not by @dinaoy purchase but
through a large paper loan from IBM that was casttelhen the loans were
"given back." In essence, the three German managered captive stock
that Watson controlletf.

If Dehomag's total stock doubled to RM 15 milliothe new shares
would be distributed 85 percent to IBM and 15 petc® the Germans—
with one extraordinary difference. Fifteen percehtthe new shares would
proportionately flow to the three Germans autonadlfic Restrictive covenants
would not apply to the new shares. Heidinger, Rptthtnd Hummel could
sell or trade their shares to anyone, includingribes cartel. And the shares
would be distributed free—no loans, no payméhts.

Matters began coming to a head when the Dehomagestgfd that an
additional profit should be declared so bonuseddctwe paid. IBM took a
hard line. On August 27, 1941, Schotte, who was pemnanently headquar-



tered New York cabled Geneva: "Re: Dehomag.diMiolends to be

declared." IBM Europe Manager W. C. Lier was abtutdictate a letter to
Dehomag advising as much when distressing corregpme arrived from
Albert in Berlin. Albert warned that the German fabs true intentions were
not just to declare profits, but to double the ktdom blocked funds and
distribute shares before any restrictive covenemisid be imposedf’

Lier shelved his letter to Dehomag. Instead heezhiiBM NY: "Albert
confidentially advises: Dehomag preparing anothezeting which may
decide without IBM represented. According Albert,eHdmag planning
increase capital to such extent as to get [shanespf IBM control.. .. Kiep
not sufficient since can be outvoted."

All understood that IBM would be compelled to voie favor of—or
more precisely, authorize—the stock split. Thereenso many reasons. First,
it was the only way to extract a hefty 12 percewidénd from revenues and
corcumvent the Reich's new profit restriction. N¥ark wanted that. More-
over, Albert knew IBM could not control the numeticvote of the board.
The vote to split would prevail in any event. Budw York could not allow a
vote to be taken without IBM's consent or involverrreeven if that consent
was pressured or begrudged. Such a precedent weald to unending
business decisions without IBM's involvement. Fitstvould be Dehomag.
Then Dehomag would maneuver the other Europeanidsamiss. Watson
would not permit it??

Most of all, if IBM voted against reinvestment ine@any at this crucial
stage in the negotiations with the Nazi Party ituldloonly reinforce the per-
ception that Watson was unfriendly to the ThirddRei

Albert urged IBM to be represented at the meetwhjch seemed to be
planned for mid-September, and unequivocally vésenajority in favor of
the stock split. If nothing else, IBM could cooperan the stock split on the
condition that the new shares distributed to Gesmamre brought under
the same restrictive agreements as the prior shed@sever, to appear for
IBM, Albert needed a proxy. Chauncey had foresaerh san emergency be-
fore he left Germany in the spring. He left a folpeoxy in the custody of a
third party, a secret source he could trust taofelhis explicit instructions—
a source in Berlin, one who was beyond the reatheoNazis”

Albert physically needed the sequestered proxyaimdirso he could

display it at the board meeting. August 29, latehinday, Lier cabled NY:
"Albert stating third party holding IBM proxy forim. Desirable proxy handed
to him.... Albert states imperative he obtain proxyprder [to] protect IBM
interests. Suggests you cable third party handgnory. Also suggests we



cable Dehomag Albert our attorney who should bdtdédvall meetings and
participate all Dehomag affairs. Albert urging spedecision. Please advis®."
It was morning in New York when Chauncey receivégt's emergency
dispatch from Geneva. He responded before the dntheo day, Friday,
August 29, instructing his secret source in Berlihe source did not receive
the cable until the next Wednesday, Septemi2r 3.

SEPTEMBERS3, 1941

Harrison Chauncey

International Business Machines Corporation
590 Madison Ave.

New York

Dear Chauncey:

Your cable of August 29 requesting me to turn owdbe power of
attorney to Dr. Albert has been received and yonostrictions were
carried out this morning when | personally handdd tthe document
in question and gave him your message. He assuredthat your in-

structions would be carried out to the letter. lévelopments do not
move smoothly, there is a possibility that | shedlll you on the tele-
phone or write you in detail as Dr. Albert advis@&iefly he stated that
Mr. Heidinger was attempting to take advantage ledé dividend limita-

tion decree, which was issued since you left Geymao force the
issuance of new stock.

When you left here | thought we would see each rothe New York

before this time, but as events are moving so slowlhave settled
down for the winter. Paul Pearson, whom you wilmeenber, is sched-
uled for home leave and may be passing through Nésk next

month. There is a possibility that he will bringu@ message if devel-
opments between now and then justify such actioleade remember
me to Mr. Watson and Mr. Nichol, and with all gosshes to you.

Sincerely Yours,

Sam E. Woods

Commercial Attache

United States Embassy

Berlin®

Although five Germans now sat on the Dehomag bodedy of them
could appear in Berlin for the rush meeting Heidinglanned for Sep-



tember 19 - even Heidinger himself. Heidinger lived Munich. So did
Schulte-Strathaus. Dr. Vogt, Heidinger's brothelain, lived in Berlin but
was in poor health, and not available on sw@tiort notice. Arrangements
were made for all three unavailable directors gnsproxies. Each signed
on September 16 proxy forms prepared by Hans MahDehomag attor-
ney. These proxies empowered either Kiep or Zieggewote per specified
instructions—to generate a stock split. Kiep wagaldo "Watson, but the for-
mer German consul in New York was still an officidlthe German Foreign
Ministry. The pressure on him was immense. He wdwade no choice but to
vote as instructed on the proxy by Heidinger amsl dlique. There was no
chance Kiep could cast his personal vote agaimstestment in Germany, so
he would have to join with the majority.
Albert was holding IBM's proxy, conveyed by Woolst no instruc-

tions from Watson. The new German law did not regpiofit taking; it only
offered corporations a window to double their dénds on the condition
that more money was reinvested in the Reich. B MBould have to vote
for the stock split for a host of reasons—that ssrolear. Albert needed a
decision—fast. If IBM was isolated by its own boashd voted against Ger-
man economic support, it would only seal the viéattiBM was an enemy
of the Hitler regime.

Yet, at a time when America was closer than everemtering the war,
Watson was profoundly uncertain how doubling thgegsiment would be
perceived. If it could appear that the investmeias véomehow compulsory,
then IBM could simply explain it was required tongay with the law.
Woods could not provide such a statement, since ldhe was clearly
optional. But he was willing to read such a statetnfeom Albert to IBM NY,
allowing IBM to transcribe the conversation andsm doing create a record
of what appeared to be government coercion. A pleafievas arranged.

SEPTEMBERL7, 1941, 13:.M. NEW YORK TIME

WATSON: Hello, Mr. Woods.
Woobs Hello, Mr. Watson. | am going to read a messaggoto from your
attorney. This is the message:

"As you know, a special law, enacted June 12, 194dvides that the divi-
dends of any and all companies organized under @efaw are from now
on restricted to six percent. . . . they can, atdiogr to certain detailed de-
scriptions, increase their share capital out ofirtlseirplus. This is to be
done by the board of directors, not by generalrgdhader] meeting.



Dehomag intends to increase their share capitabfostrplus by 100
percent—RM 15,400,000—and will then be entitledéalare six per-

cent dividends on the 15400,000 Marks whichggivalent to 12 percent
on the original 7,700,000. The obvious advantadethis are . . . transfer of
surplus . . . without shareholders paying well-knohigh taxes. . . . This
law can practically be considered compulsory. (theo words, it is com-
pulsory that this be done). ... | strongly recomthgmmu send a cable of
approval.”

The message was transcribed as coming from Woodgshamefore was en-
veloped in the authority of the commercial attatthe.

Joining Watson in the conference call were Nichaid aChauncey.
Woods was actually excited to speak to Watson Hitmiseleed, Woods imme-
diately had Albert's message typed into a lettetBfd NY, adding, "It was
good to hear your voices and | am looking forwaedjezly to seeing you
when | pass through New York the next time | athahe.*®

In the conversation with Woods, Watson told theaciie he agreed in
principle to the stock split, provided the Germaastricted their new stock
as well. But IBM could not yet formally authorize Why? General Ruling 11
made it against the laW.Complying with General Ruling 11 would take
time. Time was something Watson did not have.

As America advanced toward the moment it would reritee war, the
Roosevelt Administration had recendy espoused @Gé&nRuling 11, an
emergency regulation forbidding any financial ti@stgons with Nazi Ger-
many without a special Treasury Department licengelving written justifi-
cations. Even certain corporate instructions ofnarfcial nature were subject
to the rule. This was something completely new ¢otend with in IBM's
Nazi alliance. IBM would now be required to seelca@mplicated, bureau-
cratic approval for each financial instruction itdered for its overseas sub-
sidiaries under Nazi control. General Ruling 11 ldonot affect subsidiaries
in neutral countries, such as Sweden or Switzerlden still, it would
severely hamper all communications with Dehomaglfitand open a gov-
ernment window into many of IBM's complex transacs>*

How much time did IBM have?

The board meeting was scheduled in Berlin for lagenext day.

New York immediately cabled Woods that it approvAtbert's recom-
mendation to double the investment to RM 15.4 omli-an increased rein-
vestment of about $2 million extra. But there wa®adition. The new stock



issued to the three Germans must be restricted timelexisting captive

share agreements. That was imperative.

Quickly, IBM people had to complete the two-page osw affidavit
application to authorize the doubling of stocknéieded to be signed by the
corporation's secretary-treasurer, John G. Philljiag he was not available.
No time to waste. Someone signed Phillips' namboth lines where it was
required, and then dutifully placed their cursivavércase initials—aer—
under the signature to show it was affixed by apedesignated to sigh.

But Phillips' signature had to be executed andifisgttin the presence of
a notary. No problem. Someone found a notary ineQseHe verified the
signatures as genuine, stamped his name and coimmisamber just be-
neath the Phillips signature, and then pressedetrnibossing seal onto the
application. A short transcript of Woods' teleph@mmversation with Watson
was attached to prove the urgency of the transaciithe carefully quoted
dialogue fragment included Albert's well-structuredplanation that what
was really an optional profit-taking regulation ficpractically be considered
compulsory.®

The application clearly stated that it could onle Ipresented at the
Federal Reserve Bank in Manhattan. But by the tthree application was
signed and sealed, it was just too late. The FédReserve was closed. Deal-
ing with the phlegmatic Fed would be too slow anyw@hauncey headed to
Washington D.C. He would go over the head of thd, Fght to Treasury
itself.>®

The next morning, September 19, Chauncey appeatedthea Treasury
Department. The Dehomag board meeting would sodnugder way—and
IBM would not be there to vote for reinvestmentasd the license was issued
at once. Clearly agitated and pressured, Chaunemgandded the review
officer issue the license to authorize the stodk.3pWhen? Right now.

But Mr. Rueffer, the review officer at Treasury, svan no real hurry. He
bureaucratically informed Chauncey that such anliegon would take
some time and must first be submitted through prog®nnels—namely
the Federal Reserve Bank in New York. An impati€htauncey now became
riled. This application was too important, it couldt wait. He insisted that if
the Treasury license was not rendered at once,dEB&rman affiliate would
take its own action in what was "probably a matfezompulsion.®’

Rueffer was not fazed. The matter just could not be done quickly,
Take it to New York.

Meanwhile, in Berlin, a Dehomag attorney, Hans Malad been called



to certify the proper form of the board meetinge Bession would be held

not at Dehomag's headquarters, where a last-micaitée from New York
could be received, but at the Hotel Adlon—Watsofgsorite. Kiep and
Ziegler would be there to vote their proxies adrutted by Heidinger. The
meeting would convene soon—a.5.>°

Back in Washington, Chauncey could not wait. He aleded to see
Assistant Secretary J. W. Pehle for faster aclitvat was not possibf8.

Then could he meet with a senior member of thé?taf

One of Mr. Rueffer's supervisors agreed to meetuGbey. But the real-
ity that the application would have to creep thitoulge slow channels of the
Federal Reserve Bank was sinking in. In frustratiomd futility, Chauncey
laid out the financial transaction to the supemisurplus money blocked in
Germany, RM 7.7 million, would be reinvested in t@mpany, doubling the
capital of Dehomag. He stressed that even thoughl IBY would be
required to approve the recapitalization, no fumdsild be transferred from
the U.S. In fact, the transaction would still leare additional surplus of RM
10 million

Chauncey added that he had just been to Germarty,tlzen his story
began to wend into all sorts of permutations. Thea$ury supervisor
recalled that Chauncey "claims that unless the ggeg change is made, the
German authorities will make the change themselves German interests
will acquire control of the company™

In truth, when the stock split was ratified, theomortion of ownership
would remain identical. The three Germans woulll swn the same 15 per-
cent. The government would not effectuate the ;sihlat was strictly a busi-
ness decision for Dehomag's board. The Treasuryergigpr remained
unconvinced. He noted, "His [Chauncey's] explamatd this was somewhat
vague and had to do with present German laws amith he was very
uncertain.*

Chauncey was again told by the supervisor that fRuefvas correct.
Under the law, IBM needed to provide a proper tetaexplanation of the
stock split and file that with the license applioatat the Federal Reserve
Bank. Knowing that time was running out for somet saf instruction to
Berlin, Chauncey pressed the supervisor for at leasopinion. Might such a
transaction be approved? It was all speculatiore Jipervisor just could not
predict®

But it was "extremely urgent,” insisted Chauncey.didn't matter. Noth-
ing he said that day could make the license haffpen.

Time was running out. The vote was about to procaed Albert



needed to authorize the vote. But Watson couldhatitorize it. Chauncey
could not authorize it. No one at IBM NY would aottize it without a Trea-
sury license.

So Sam Woods authorized it. He called Albert and tim to proceed’
Albert informed Dehomag officials that IBM NY waataorizing the

stock split and would not challenge the reinvestimiana brief corporate

event, Kiep and Ziegler assembled at Berlin's Hétédlon at 5 P.M. Kiep
officially opened the meeting and stated the sajenda item. He and
Ziaegler verbally agreed in the presence of atypiahr, who certified every
procedural step of the two men. The stock was.%plit

Watson must have been furious. For decades, IBM tigtded through
the serpentine regulations of seventy countries—tveneat war, in peace, or
anything in between. From Fascist states to relavlaty regimes, the com-
pany had always managed to avoid legal infractiohsany kind. Now it
appeared that General Ruling 11 had been violdsesheral Ruling 11 was
essentially a precursor to Trading with the Enemgulations. It was more
than important. Moreover, Chauncey's name was enptioxy that effected
the transaction. Everyone began explaining theraseim carefully worded
memos and letters.

Albert wrote to Chauncey on October 9, "It is tthat Mr. Watson

stated he would send me a cable immediately auihgrisuch procedure
and that | have not received such a cable; on thdrary, | have been
informed that this cable . . . could not be serg thuthe fact that IBM have
not yet received license from Treasury Department. have not waited . . .
but had informed the Dehomag . . . that they wendaized to go ahead."
In so doing, Albert added, he was able to show HBiillingness to cooper-
ate in the German economy. In consequence, "evegytimd been amicably
settled," he continued, which allowed more objedlde decisions by the
board to be avoided. "I took the responsibilityapproval upon myself?
Understanding that Chauncey might have to answertht® Treasury
Department, Albert's apologia went on, "I hope yminot get into difficul-
ties with your [Treasury] Department. They will tenly understand.... For
obvious reasons, | am not sending any more paatisuhan are already in
IBM's hands.™

That same day, October 9, IBM's Werner Lier wrotdoemal four-page
letter to Watson explaining events. He had goner ake complete file in
Albert's office. "I noted therefrom the decisiorkea by Dr. Albert, upon
advice of Mr. Woods, to increase the capital by péécent.... [But] we wish
to remind you in this connection of Mr. Woods' tg¢lene call . . . and from



which he deducted [sic] your agreement.” Lier decldhe urgent move was
required "to avoid a precedent of Dehomag overatgphe prerogatives of

the IBM.""*

IBM couldn't be sure what to do. Its license amiliin was slowly per-
colating through the Federal Reserve Bank and tleashry Department. A
series of formal letters and cables began papehadiles reflecting official
IBM non-authorization. On September 26, a weekrate stock was split,
IBM cabled Woods at the Embassy: "Regret we hatebaen able [to] cable
you in response your telephone message due to filog]that we have not
yet received license from Treasury."

The Embassy was surely confused because shortlyeafiter it sent
back a message for clarification. A week later, @ttey replied to the
Embassy, "Re: your cable of September 29, reprasemtmay not act in
absence of license ... and permission requesteeftine is denied’®

General Ruling 11 would make it impossible for IBtd continue doing
business in the freewheeling cross-border fashiomas accustomed to. The
company could not wait weeks for every instructtonbe approved by the
Treasury Department. Indeed, just after Dehomadléduthe capitalization,
two of Watson's confidants were to meet with Lieonfi IBM Geneva,
undoubtedly to discuss how to deploy the additianagéstment. That would
only further the appearance of IBM ratification. (Beptember 22, the
Embassy cabled Chauncey one of many cryptic messageur two friends
wish Swiss representative to meet Dehomag peoplgioD agree?

Chauncey tried to stop Lier from traveling from IBi&eneva to Ger-
many. An immediate cable was sent to the GeneveeofBut it was too late.
The office replied, "Already en route. Left Satwydaorning. Tried reach him
border without success. . . . Only Bachofen [Liessistant] can reach him
safe discreet way." Lier arrived in Berlin anywaydabegan working on vital
Dehomag projects such as moving Dehomag machirma fPoland into
Romania where they were urgendy needed for a céhsus

On October 9, 1941, Milner in the New York officens a memorandum
to Chauncey regarding "Shipment of Dehomag Machiee¥arious Coun-
tries." Milner worried that it might have becomeotdifficult to continue
business as usual with the Hitler regime. "As yoow, on June 15, 1941 we
cabled the Geneva office regarding the PresidéiAtanklin D. Roosevelt's]
proclamation, and instructed them not to make argveminvolving IBM
assets without securing advice from the AmericamsOtate. This was to
avoid their unintentionally violating any provisiai the President's decree. |
am wondering whether you would deem it advisablketiinitely instruct



Geneva that none of the European countries whichbeacontrolled should
order any goods from Dehomag. This, of course sisrgpus step, as some of
the countries are using Dehomag machines and dlyrreaquire repair
parts. It might be well for us to discuss this sabjat your conveniencé®"

IBM would not place a stop on any of its Dehomagsibeiss, or any
subsidiary's interaction with it. IBM filed anotheequest with the Treasury
Department, this time to send an instruction to &llits European sub-
sidiaries and agencies, as well, as its divisionddpan. The instruction: "In
view of world conditions we cannot participate hetaffairs of our compa-
nies in various countries as we did in normal timé&herefore you are
advised that you will have to make your own decisiand not call on us for
any advice or assistance until further notice.W#s sent to the State Depart-
ment on October 10, 1941, with a request for contrffen

A State Department official replied some two wedkser, "While this
Department is glad to be informed of your intensian this matter, it has
no specific comment to make at this time." To tresfunctory response,
Chauncey very cautiously answered, "Thank you weugh for your letter of
October 23, 19417

IBM's cable to all subsidiaries involved with Axigations was approved.
Watson's October 1941 instruction did not order dubsidiaries to stop pro-
ducing punch cards for Nazi Germany. It did noteorthem to cease all
operations. It did not set limits on which projethey could participate in. It
did not require offices in neutral countries topstsupporting Hitler's pro-
gram. It did not proscribe uses in census or negien operations. It did not
even demand that spare parts no longer be senat¢hin@s in concentration
camps. All that business continued. The cable metgbcted managers not
to "call on us for any advice or assistance untiihfer notice."

On October 21, 1941, the Treasury Department finadsued IBM a
license to communicate the authorization to spig¢ stock—more than a
month after the fact A week later, long after IBM submitted its license
instruct all subsidiaries to stop communicatinga@fcey spoke again to
Commercial Attache Woods.

CHAUNCEY: We have received a license from the Treasury Degant for the
increase in the Dehomag stock and are sending calila to that effect.
Woobs It has been done. Your attorney here had it doeentxt day after
my telephone conversation with Mr. Watson because \Matson had said
that it would be all right.

CHAUNCEY: Was the stock issued proportionately?



Woods: Yes, you have received your full share...

CHAUNCEY: But the stock at present has been issued so thdt igB[the]
owner of its proportionate amount of the increase?

WooDSs Yes.

CHAUNCEY: What | called you for was to explain that in authmg this in-
crease we wish to be sure that the additional sh&wethe other stock-
holders were included in their existing agreemeaisl their agreements
made to conform to the present circumstances.

Woobs | do not know about that.

CHAUNCEY: Will you see Dr. Albert and have him arrange acouly? Also,
have Dr. Albert return to you the power of attorngkiich | gave him be
cause of my personal liability for any act whichmight commit under it
If, in the future, anything is required to be dowe can release the power
with specific instructions provided we have a lisenfrom the Treasury
Department.

Woobs | will see the attorney in a few minutes and téthhDo you want
me to destroy the power of attorney when it isnretd?

CHAUNCEY: NO, you keep it.

Woobs Well, you know it is possible that we may leaveehfin the event
war is declared], and then do you want me to dgstPo

CHAUNCEY: Yes.

Woobs Dr. Kiep and the others send their regards tofatba.

CHAUNCEY: We, in turn, send our regards to th&m.

IBM faced coundess additional emergencies througtfall 1941, large

and small, as it sought to protect its profits aodtrol of its extended Deho-
mag subsidiary. In one such crisis, Heidinger waging yet another voting
putsch. On December 3, as America sensed it stbdteabrink of war, a
clearly nervous Chauncey again appeared at the $iapartment with yet
another emergency message to be conveyed to BéflinLuthringer was

the officer on duty. Chauncey gave his IBM busineasd to the clerk. The
card had no address, title, or phone number oust, the imprint "Harrison

K. Chauncey, International Business Machines Cotew York.'®!

The clerk wrote on the card, "Do you want to sée[@hd drew an

arrow to Chauncey's name. Luthringer agreed tdse&?

Chauncey was carrying a message, and again these ngatime to

secure a Treasury License. Would the State Depattoigect to sending it?
This way, the U.S. government would be sending riessage, not IBM.
IBM's message was intended for Dehomag througksthreva office. It



read: "Resolution of Executive and Finance CommitteBoard of Directors
that we will not consent to any change in authotityvote our stock in
Dehomag. Dehomag is owned by IBM to the extenppf@imately 84 per-

cent and IBM cannot consent to any change in vatorgrol or any other
changes until emergency is over. Please informkmed Kiep.®®

Luthringer kept notes on his conversation with Cizay, whom he

had met before. "During a previous visit," Luthemgvrote, "he had referred

to the fact that the German army used quantitigsBsofompany's accounting
machinery. Apparendy, the Germans move such maghateng with the

army in the field." Luthringer added, "I had a faglfrom Mr. Chauncey's
general remarks that he is somewhat perturbed dar that his company
may some day be blamed for cooperating with ther@as.**

Four days later, Pearl Harbor was bombed. The Urally joined the
war against Germany. Dehomag and all Watson swagdi under Reich
control would now be managed by Nazi-appointedi¢es IBM Europe was
saved.



11 FRANCE AND HOLLAND

HOLLAND WAS INVADED IN MAY 1940. QUICKL, THE
COUNTRY was subjugated to a German civil eudsiration. More than
140,000 Jews, as well as thousands of refugees from
Nazism, lived in Holland on the day of invasion.

France fell a month later. After the June 1940 stioe, France
was divided into two zones. A so-called Occupiedn&oin the
north, which included Paris, was ruled by a Germailitary gover-
nor backed up by the army and Himmler's Gestapotsunin the
south, a collaborationist regime was popularly mef@ to as Vichy
France, after the town of Vichy where the governmewas head-
guartered. Alsace-Lorraine was annexed. Approxilyate300,000
Jews lived in all of France prior to occupation adiémemberment.
About 200,000 of those lived in the Paris drea.

German intentions in both countries were nearly ntidal and
unfolded in a similar sequence throughout the waary. But every-
thing about the occupation of these lands and theivolvement
with Hitler's Holleriths was very different. For e&h Jews of these
two nations, their destinies would also be quitéeedent.

Germany frequently exploited ethnic antagonism ketw
national groups in Eastern Europe and ignited lasigpmmering anti-
Semitism with Fascist surrogates in such lands asgoSlavia, Slo-
vakia, Romania, and Hungary. Jews in Eastern Eustipa lived



apart from the larger society and were subject lassc resentment exacer-
bated by religious isolation. By clever manipulatiche Third Reich was
able to divide and conquer democratic or monarthsmavereignties, and
then enlist the aid of local Jew-haters to legéslanhd regiment the methodi-
cal destruction of the Jewish community.

But it was different in France and Holland.

In the Netherlands, the population was, with natabiceptions, funda-
mentally homogeneous. Certainly, traditiofartuguese, colonial, and
recent refugee groups each occupied their own nigtiic rivalries, how-

ever, were largely non-existent and could not h@aited. Dutch Jews
maintained a closely knit community. Only some 0B {less than 10 per-
cent) did not affiliate with either of the two lead Jewish ancestral groups.
Less than an estimated 2,000 had drifted into Ganisy. But Dutch Jews

were nonetheless almost completely integrated. dewlsl be found among

the leaders of literature, jurisprudence, physitsdicine, and manufactur-

ing. Jewish organizations were secularized. Intetiage was common. By
1930, some 41 percent of the community was in adirarriage. Dutch

Jewry lived in harmony and acceptance as productiizens of Holland.
France was ethnically diverse, weaving Jews, Garnisf and Moslems
from across Europe, Asia, and Africa into the falaf French society. Cer-
tainly, strong racial and religious undercurrentmtuously rippled, and
sometimes exploded. Anti-Semitism had been a féclif® in France for
generations—as it had been throughout Europe. &t §'Accuse was born
amidst the outrage over the Dreyfus Affair. Yet #french had by and large
learned to live with ethnic diversity as a strengththeir national culture.
French Jewry was as completely assimilated as roitlyeir coreligionists in
Germany. Jews in France achieved prominence imagjehe arts, and poli-
tics. France cherished her Jewish painters Pisgzmagall, and Modigliani.
Theatergoers loved Sarah Bernhardt. Men of letseich as Marcel Proust
and Henri Bergson enjoyed wide followings. In 193&on Blum became
the first Jew elected premier. Yet Talmudic studifisbut disappeared. Bap-
tized or unaffiliated Jews were commonly found tlgisout a Jewish com-
munity that considered itself French fifst.

In Holland, punch cards were a well-developed iatil tool. As early
as 1916, the Central Statistical Bureau began itrgdknport and export data
on Hollerith machines purchased from an agentHerGerman company. By
1923, Dutch industry was adopting the technologihe TAmsterdam City
Electricity Works became the first public utilitp the world to use an actual
punch card as a regular customer bill. After twdadDustatisticians visited



Berlin for demonstrations, the Netherlands choskeHth machines to tab-
ulate its 1930 census. By 1937, a centralized "macpark" was developed
to serve a multiplicity of government clients. Tave money, the Dutch gov-
ernment integrated some locally produced punchemnufactured by
Kamatec and Kamadeéx.

"Watson established a card printing plant in thehsgands in 1936. In
1939, IBM located a training school in Amsterdamm fts European sales
force. By that time, the Netherlands was prepaforgwartime disruptions by
inventorying all sources and stores of the natidos stocks. Ration cards
were regularly issued to all civilians. All inforti@n was punched onto cards
and sorted by IBM equipmeft.

From the outbreak of World War Il, Holland standaed on IBM de-
vices. By 1941, the Ministry of Agriculture alonpeavated 40 machines, which
used 1 million Hollerith cards monthly, continugugiunched by a staff of
120 punching secretaries. The Statistical Bureath@fMinistry of Economics
utilized 98 IBM machines. The Central Statisticalr@u's usage had em-
ployed 64 machines. All tolled, the Dutch federal/grnment leased 326 ma-
chines from IBM, with an additional 176 Hollerithascated in 21 provincial
offices, municipal bureaus, and semi-official agesc Fifteen key corpora-
tions used 169 machines. More than 320 machines wamployed by non-
essential private enterprises. Having surpasse@wts card printing needs,
by 1941, IBM NY was annually shipping Holland 132llion cards printed
in America. Unquestionably, Holland automated #gadwith Holleriths.
Ironically, IBM did not operate a subsidiary in Hoid throughout the
twenties and thirties. The company relied upon Igighaid sales agents to
close deals. Dehomag in conjunction with IBM Gensupplied the equip-
ment and expertise. Watson had opened new subsiiar Poland and other
conquered territories just before or after the Garsninvaded. It was no
different in Holland. On March 20, 1940, just adlétiwas preparing to launch
his spring invasions of the Low Countries and WmestBurope, Watson
rushed to incorporate Watson Bedrijffsmachine Mawaspij N.V.—the Dutch
name for Watson Business Machines Corporation. IRaitnies took Den-
mark on April 9, Norway on May 2, and Luxembourgay 10. On May 10,
Germany also launched its conquest of Holland—lig took five days’
Throughout the spring invasions, the flow of punchrds to Holland
was uninterrupted. Just before the war came to Neéherlands' border,
IBM approved an agreement with the Central StafiktBureau to supply
enough cards to last a year. When the Germanseentdolland, they took
possession of that supply.



When originally incorporated in March 1940, two @& of Watson
Bedrijffsmachine were listed. IBM NY was shown owgifi0 percent of the
Dutch company, with 10 percent held by J. W. SehdBeneral Manager of
IBM Kurope. Although a mere nominee, Schotte's ehareated the appear-
ance of a Dutch national as principal. Even tho@&ghotte lived in New
York, IBM initially listed him as general managef the Dutch subsidiary.
Quickly, however, IBM NY decided to vest all reavger in another manager
named Pieter van Ommeren. Since by that time thidedands was occu-
pied, IBM's secretary-treasurer, J. G. Phillips, September 17, wrote to the
Netherlands Consulate General in exile for permissio circumvent the
rules of incorporation. Phillips' sworn letters ttoe Consulate never identi-
fied Schotte as IBM's European General Manageraw Nork, but merely as
a Dutch "merchant" who was "sojourning in the Udigtates*°

Some months later, on December 7, 1940, as parVaffson's move to
create the appearance of non-communication andueadNazi occupiers of
non-control, van Ommeren filed an unusual amendntenthe articles of
incorporation. This amendment deleted the standtmdse of closely held
corporations to facilitate communications. The wveortby telegraph" were
removed from the phrase "Shareholders can be dedsin lieu of meeting
by writing or telegraph." From December 1940 to 4hithe 1941, IBM exec-
utives undertook the protracted legal applicatitmsensure that the exiled
Dutch consulate approved the power of attorney rgite Ommerer® IBM
wanted to make sure that all of its corporate actdolland were recognized
not only by the Nazi civil administration, but tiesiled government as well.
IBM's operation in France was "promising"—but frotine first years, a
small and fragmented market. In 1919, CTR estaddistis first European
sales office in Paris, using Heidinger's origindhbmag as sales agent. With
only a dozen French customers, IBM France, in 19p&ned a manufactur-
ing factory and a branch in Lyon. As late as 19BK] was fighting a pitched
battle with rival Powers Company for the small Ftemarket. Each firm had
snared just 30 customers using approximately 5€msomnd tabulators fed
by about 300 punching stations. Then in 1931, tkés$s company, Bull,
appeared in France with a new low-cost integratadhime that seemed to
outperform the Hollerith. Bull's first installatiowas at the French Ministry
of Labor??

Even though Bull enjoyed but a single client in 193Vatson saw the
new company as a significant threat. IBM rampedtsigompetitive machin-
ery to neutralize the new firm. Watson personailgpiected Bull machines at
French government offices with an eye toward buyimggcompany outright.



At about that time, IBM signed up the French Ministf War which would

become a major client for complex Hollerith systef@g 1932, IBM France

had expanded to more than sixty-five customers.tr&ted discussions
between Watson and French Bull owners broke downlB& purchased the
original Bull rights in Switzerland, this to theatk of French Bull. Immedi-

ately after closing the deal, Watson went furth@ring Emile Genon, the
very Bull manager who had sold IBM the Swiss rigtiteench Bull voted to

dishonor the contract as anti-competitive and eweved to separate from
its Swiss sister company. The serpentine Bull agitjoim controversy led to
years of lawsuits in Switzerland and France as I8#llenged Bull's right to
sell its own designs, and Bull sued for unfair cetitjpn '3

Watson restructured his French organization in 198fating a new
subsidiary named Compagnie Electro-Comptable dadeéraor CEC. By the
outbreak of war, CEC had hundreds of machines liedtamany of them

concentrated in just three sectors: banking, rairoand the military. IBM

now dominated the French market with about 65 peroé usage in France
proper, and virtually the entire market in Frana@fonies, especially North
Africa and Indochina. Bull, beset by financial ples, undoubtedly linked
to its endless litigation with IBM, secured only @Brcent of the French mar-
ket share, mainly among governmental and bankirentsl. Powers clung to
its marginal 10 percent segméht.

As France edged closer to war in the late thirtiesench War Ministry

orders greatly exceeded CEC's limited factory dutpwom 1937, excess
French military orders were placed directly withMBNY. In the approxi-

mately two years before war erupted in 1939, IBM Khipped the French
military alphabetizes yielding nearly a half milialollars in rentals, as well
as $350,000 in spare parts. All of France utilizeine 426 million punch
cards in those two pre-war years; they were prirtedlly, ordered from

other European subsidiaries, or imported from tt®°0)

But everything changed in French automation whee tountry was

partitioned in June 1940. The Franco-German Jumeisdce was signed
less than three weeks after Watson returned Hitiée’coration. Dehomag's
revolt was in its initial tempest state. Nazi facenmediately seized hun-
dreds of CEC Holleriths. A special "requisitioninglatoon familiar with

IBM tabulators was attached to the First Panzersitia to effect the con-
fiscation. Machines were carted off from CEC's vmaxese and workshops,
and even removed from CEC's customers, such a®léotric company in

Strasbourg and a gamut of armament firms. The sagm@lection of Hol-



leriths was swept from France's War Ministry, emtigcthe Ministry's tabula-
tor service.™

In all, 319 Holleriths were commandeered, spiritedt of France, and
dispersed to waiting Reich customers throughoutm@sy, Dozens of verifi-
ers, sorters, and alphabetizes were placed at #schihelles Berichtwesen
and its many punch card field offices throughouqieered Europe. Many of
the devices were assigned to key German war indugsimpanies. Some
were deployed at Nazi occupation offices in Krakamd Prague. The largest
group of Holleriths was transported to Luftwaffesea and the German High
Command’

CEC officials logged each machine by original dielocation, serial
number, and leasing valuation so CEC could makkianan Berlin for pay-
ment. These logs were sent to IBM NY for revievsasn as they became
available. Likewise, German authorities kept mdtioe records of each of
the 319 requisitioned machines by original site,nthty leasing cost, and
new location within Nazi Europe. Although the mands at first were for-
cibly removed, IBM actually found the action conihecto better relations
with the Reich and quite profitable. CEC managdisdthe Reich for each
machine, and company representatives squabbled thwithauthorities over
precisely how much would be paid for each devicethe fourth quarter of
1942 alone, the German Army paid CEC 9.4 millioerfeh francs—equal to
about $100,000—for leasing, service, spare pamtspanch card¥

Quickly, CEC's profits soared. Volume doubled fral®39 to 1942 to
FF101 million for 1942. During that same period figsoalmost quadrupled
to FF26.6 million in 1942, of which FF16.3 milliowas designated "royal-
ties." Those monies were derived almost entirelymfrorders placed by
Dehomag and German agencies. For example, the @B5rss manufactured
by CEC in 1942—double the 1938 output—were all ordeby Dehomag.
What domestic activity CEC did undertake was gdheraome miscel-
laneous card printing and reconditioning of theestdnachines not yet
requisitioned’

Clearly, CEC had been converted into a captive Iguppurce for
Dehomag. This was done with IBM NY's full concuren In fact, to meet
Dehomag's increasing demand, Watson in 1941 apgrthe construction of
two new factory sites. One plant was added to thaufacturing complex at
Vincennes, outside of Paris. A second factory camgaowvas erected at
Essonnes, twenty miles south of Paris, not far frainfacilities. A March 24.
1941, report from CEC management to IBM NY expldind he equipment



demanned by our customers... has caused that fiecitga of our present
factory at Vincennes was bound to be exceeded napigly." Until the new
factory was completed, CEC would use outside "“jottbeo supply part&
IBM NY was continuously kept informed about CEC'sogress by a
variety of formal and informal means. Sometimeswits just a handwritten
letter, such as the one written in English to a ufacturing executive at
Endicott by Dehomag engineer Oskar Hoermann. Hommmeas a principal
IBM liaison between the German company, the MB énlia, and CEC.

LYON, FRANCE
April 30, 1942

Dear Jimmy,

I am on a business trip in the unoccupied Francel aake this
opportunity of giving a sign of myself. | am not the army yet, since
we have become increasingly important. Even C.E@ris works for us
now. We opened up a small assembly plant in Kuct#h, miles from
Sindelfmgen, and will soon open up another littléeanp about 100
miles away. Not because we think it wise to deadime, but because
we have to move our work where we have workerslada. Once in a
while | go to Paris. They have purchased a secaditite Iplant at
Essonnes, about 30 miles from PJaris]. The mairice@ffhas moved to
Place Vendome.

How are you people at Endicott? ...

With my very best regards to you and your family,

| remain yours

Sincerely,

O.E. Hoermantt

IBM Endicott's executive offices received Hoermanriandwritten let-
ter July 20, 1942, in the morning m&il.

But most reports to Watson were far more detailedr example, in
early 1943, more than a year after the U.S. entévedd War IlI, IBM NY
received CEC's regular quarterly financial repant the fourth quarter of
1942. The thirty-two-page, single-spaced report manzed in great detalil,
and illustrated with numerous tables, all the fisphuses and minuses of
CEC's business with Germany. Income columns foh eaonth, expressed
in French francs, showed the increase over theiquswear, with a 1942
total of FF16.311 million compared to 194l's FFXL.3nillion. January



1942 income was patrticularly impressive showingneie of FF1.2 million—
double from a year earlier. Special notes attrithdtE9.4 million, or about
$100,00, "paid by the German Army for rental of uistjoned machines."
CEC managers were careful to include detailed shaft how the sub-
sidiary's performance measured up against its reegigrofit quota—a point
system—established by IBM N¥.

Sales and expenses were analyzed by financial equaabd product.
Competitor activities at Bull and Powers were summeal for both the
Occupied Zone and Vichy. Line items were enterednfi@intenance on the
machines used by the German High Command, FF304,068 an extra
adjustment of FF3.79 million for yet another catggof machines and main-
tenance provided to the German High Comnfénd.

CEC's report also emphasized France's dire papertages. The Nazis
had temporarily authorized a Dehomag paper vendosupply CEC, but
that permission had ended because of Europe's alesearcity. "The out-
look was very dark,” CEC's report confessed, addimge tried to obtain
paper by all available means." By scrounging froourse to source, CEC
hoped it could persevere a few weeks at a time. fgrmts precious remain-
ing stock of 262 rolls was a cache of 93 rolls fi@W NY.?

Symptomatic of the paper scarcity, CEC reported,s whe summer
1942 crisis at Mandeure, the French subsidiarys @maining paper sup-
plier. Mandeure warned CEC that it could not supplyther paper for
punch cards without additional shipments of thalvitoal and cellulose it
needed for pulping. Claiming an emergency, CEC alale to intervene with
Nazi rationing authorities, "pressing them for dlotment of coal and cellu-
lose to ‘Mandeure'.... This allows us," reportedCCEo live under the most
drastic restrictions which we imposed on our custiai But by the end of
1942, even CEC's compromise alternative suppliereweing exhaustét.

Yet CEC could only hope profits would continue taser based on
increased machine orders for the Reich supplemehbtedncillary punch
card services. CEC's 1942 report itemized for IBM &l wealth of Dehomag
orders aggressively being filled despite wartimendiions. Order #52769
for 50 collators would commence shortly with fiveachines monthly. Order
#55158 for an additional 100 collators would béestuled as soon as raw
materials permitted. Order #52768 for 50,000 sgrtiorushes would be
satisfied with 5,000 per month.

In addition, CEC's report listed its crucial traigi courses for punch
card operators. Course #10B enrolled 45 keypundldests. Course 11B
enrolled an additional 45 students. Course #12Bha86 students. Schools



for Hollerith operators were conducted night aray dvith course #131
training 94 evening students, course #133 traini®glay students, and
courses #134 and #135 enrolling a total of 86 rfib@ermany's voracious
labor and military draft requirements had createdguach card emergency.
CEC was not only churning out machines and punctis¢dbut also skilled
operators to make them work for Germany.

To further expand its market, CEC was aggressivadyving clients in
France's colonial territories now controlled by Mic Of CEC's 848 em-
ployees, 5 worked at CEC offices in Algeria, 5 ims@blanca, and 3 in
Indochina?®

CEC had become a veritable satellite of Dehomage Tubsidiary
maintained a direct link to the Nazi Party. Althbug/atson's director gen-
eral was Roger Virgile, the Nazis had appointed ohd¢heir own men, a
Dehomag agent named Heinz Westerholt, to act assO&@nmissar. Wester-
holt was more than a Dehomag employee. He joined\tBDAP (Nazi Party)
on May 1, 1933, shortly after Hitler assumed powee Party issued him
membership #2,781,981. Later that year, Westerwal inducted into the
SS, which issued him identification #272,239. Intdber 1934, Westerholt
became a management employee of Dehaothag.

IBM NY was aware of Westerholt and his Party conies from the
outset. Westerholt first became active in CEC'sinass when he visited
Paris in summer 1940 during the Nazi effort to t#¥ea punch card cartel.
Chauncey kept tabs on Westerholt by a combinatfonumors and reports
relayed through IBM Geneva, and remained in comstantact with CEC,
as well as Otto Kiep and attorney Albert in Berl@hauncey clearly identi-
fied Westerholt to New York as the Dehomag agerih Mazi Party status
who was deployed to undermine IBM's interest inif?dfor his part, Wester-
holt was among those incensed at Watson for stightler Fuhrer. At one
point, Westerholt openly repeated Dehomag's priegailiew: Watson's opin-
ions were "not of great importance" because he heatdrned Hitler's
medal*!

But cooperation with the Third Reich was imperatif@@ Watson. The
recurring crisis of IBM retaining its dominance Axis punch card opera-
tions was again peaking in fall 1941. The urge reate a German-controlled
cartel was again confronting IBM NY. In that vethe Reich began to view
CEC as one of a geographical triad of IBM subsidg@ralong with Beige
Watson in Brussels and Watson Bedrijfsmachine Maaispi in Amsterdam.
The director of Beige Watson was former Bull DiggctEmile Genon.
The director of CEC was Roger Virgile. P. Taylorst@atson's trouble-



shooter in IBM Geneva. In September 1941, Cenotteraaonfidential let-

ter to Taylor at IBM Geneva discussing Watsonsnitibas for CEC. A copy
of Genon's letter ended up in the hands of Jufdiepartment investigators
looking into IBM's many special Treasury licensébe Justice Department
and State Department summarized the letter: "Balitaffairs in France.
Transmits copies of letter addressed to Mr. P. drayhternational Business
Machines Corporation and written by E. Genon, whicticates that Mr.
T.H.J. Watson approved Mr. Virgile's policy of atibration with Germany™
In France, IBM's collaboration required working hvithe SS via West-
erholt. Indeed, IBM NY suspected that when Amegcdered the war, West-
erholt might be designated custodian of CEC, sihee had poighandy
discussed the issue of enemy receivership withiMirgn the second week of
October 1941, Westerholt returned to Paris for hierrt consultations with
Virgile. Westerholt met Virgile on October 13, whée warned that Deho-
mag was now prepared to break its contract with IRM on a legal "pre-
text." The German authorities understood that Badked the manufacturing
muscle to supply the Reich, but Berlin still hopeaould use Bull designs
and patents to start its own factory. Toward tlat #icense agreements had
already been signed. In view of the threat to IBMrdpe if the company did
not cooperate, Westerholt wanted an immediate nggatiLyon in Vichy. He
sent word to Werner C. Lier, Watson's most serfiiicial at IBM Geneva
While Lier considered Westerholt's invitation, hiéed a full report with
IBM NY. In his note, Lier warned that if the U.Sntered the war, as most
imminently expected, a custodian for CEC would ‘#adke effect of reduc-
ing the amount of reports which we have been ableteive from CEC . . .
and create a situation somewhat similar to théh®Dehomag." That in

mind, Lier needed New York's permission to attemd laring CEC Sales
Manager William Borel as Virgile's representatiVe.

Three days later on October 16, an impatient Laged IBM NY:

"Competition affair serious. Genon learned Vichy definitely able destroy
our European business in cooperation with forergu, previously men-
tioned. . . . Following telephone call Borel | re@s today written report
stating Westerholt confirmed Virgile reality ouafs. . . . Also threatened
appointment foreign custodian Paris with prograppsessing relations with
Geneva. Westerholt wants see me Lyon. . . . Wdllgen only with your ap-
proval. Please instruct all matters."

The next day, Lier contacted Berlin to obtain thiest intelligence on
Dehomag's rebellious actions. He summarized tlutdtir New York. "Due

to the courtesy of the American Consulate in Geriduar reported, "it was



possible for us to speak on the morning of Octda#h to the United States
Embassy in Berlin. Mr. Woods, the Commercial Atechbeing absent, we
explained to his assistant our desire to find awhething more definite con-
cerning Dehomag's intention of breaking the comtraith us. In the after-
noon Mr. Woods called us in Geneva and told us lleahad seen Dr. Albert
who had admitted, though in a rather vague marthet, he had heard cer-
tain rumors about Dehomag's intention but . . .lcowt give a definite
opinion as to the legal aspects of the matter.”

Thereafter, Lier concluded that a meeting with "Wdwolt could no
longer be postponed. Lier cabled New York, "Recab ¢able] competition.
Intend go Vichy with Genon Wednesday trying preventslowing juridical
materialization agreement between two groups.” Quolaer 20, IBM NY
replied, "No objection your seeing Westerholt. Make commitments and
take no action." Lier confirmed that he would imnaely leave for Lyon
because it was "in the best interests of the IBMlgtay as much as possible
the official ratification of the agreement betwee Bull and W [Wanderer-
Werke] groups ¥

The initial meeting between Lier and Westerholt wasly the begin-
ning. The Nazis wanted a second, much broader mnde, this one in
Berlin, and involving CEC's entire senior staff. akg, Lier would not pro-
ceed without Watson's specific permission. On Ndweml7, 1941, CEC
cabled IBM NY: "Meeting Berlin November 21 with gite Westerholt . . .
Suggest you instruct Lier at once to attend thagting even if you have not
reached decision on Kiep's cable November 6 to dvatslave met Wester-
holt with Lier. Impression good. Reports follo#."

The meetings with Westerholt in Berlin were part tbeé constellation of
intrigues that compelled Chauncey to rush to theteSDepartment in early
December, just days before Pearl Harbor, to cir@mhvlreasury license
requirements and issue financial instructions tdidbeag. Ultimately, after
the U.S. joined the war against Germany, Westenak appointed the cus-
todian of CEC? The Nazis were able to do with CEC as they pleased
long as IBM was paid. The looming competition wiBull never came
to fruition. It was more of a bargaining chip thargenuine threat. Unable to
replace IBM, the Third Reich pressured the compahy relinquishing Wat-
son's troublesome micro-managing in favor of thstefia and more coordi-
nated action the Reich required.

But even though CEC and IBM were able to retainirtltominance as
a vital supplier of Reich automation, by the end 1843, the bleak facts
about the punch card business in France had begodaniable. CEC



could no longer obtain reliable supplies of paperraw materials. IBM's
subsidiary no longer produced machines for the dfranarket Key workers
with special Hollerith skills were being systemallig drafted or transferred
to punch card projects in the Greater Reich. Thenélr company's entire
manufacturing capacity—machines and parts—was bsinigped out of the
country to Germany and beyond. Despite its soarggenues, the French
subsidiary saw a moment of utter corporate collajpggming in the near
future’® In the beginning of 1943, just as CEC was repgriioubled vol-
umes and trebled profits, Virgile was compelleduvarn IBM NY: "The situa-
tion of CEC at the end of 1942 is very precaridmsth from the point of
view of specialized personnel, which is subjectaced transfer to Germany
at any moment, and from the point of view of camp@y which is assured
for only a few weeks. Manufacture is proceedindgweibormous and ever
increasing delays. Subcontractors have had to chb®en suddenly or
decrease their activity sharply as a result of guersl requisitions. The
greater part of our skilled labor is subject to ietiate call. Under those
conditions, it is impossible to venture as mucla gsiess as to the futurg."
Powers had been all but marginalized in France. T3grmans were
required to transfer workshops from Germany to Parst to keep its almost
inactive operation functioning. Even though Bulldhpromising equipment
with numerous installations in France, it was fitialy and operationally
incapable of ramping up. Some Bull machines had been removed by the
Germans and were being serviced by IBM personneicitupied territories.
Bull was also desperate for raw materials to fabeianachines and paper to
manufacture cards. Berlin's one and only orderldased Bull machines had
to be canceled before any could be delivéfed.

Germany wanted the Jews identified by bloodline neligion, pauper-
ized, and then deported to camps, just as they welsmvhere in conquered
Europe. The Jews of France stood vulnerable urfteershadow of destruc-
tion. Hitler was ready.

In France, the Holleriths were not.

HOLLAND SURRENDEREDtO Germany on May 15, 1940, after just five days
of fierce attack. The Reich immediately began pilagnthe complete de-
struction of the Dutch Jewish community. Believithgt the total of ancestral
and practicing Jews in Holland to be about doubtrtactual number, Nazi
experts assumed the campaign against Dutch Jewnydwae phased. More
than that, they realized all too well that the Iquapulation did not welcome



the arrival of Hitler's forces. Certainly, rabid tdh Nazis were eager to coop-
erate with the occupation. But in significant measwat times citizens of Hol-
land demonstrated open solidarity with persecutedsJand displayed an
unwillingness to deliver their neighbors. Repressimeasures against Jews
provoked a strike by laborers, frequent demandsChyistians to be in-
cluded with the Jews in their misery, and even suizlent riots*?

The Reich needed a very special expert to help ngineer the round-
ups. They needed a man who understood the adratnstrstatistical land-
scape of Holland, one who was adept at Holleritthtelogy and willing to
cooperate in the face of popular resistance. Inoecupied nation beset by
neighborhood ambushes against German soldiersagamaus catcalls at the
cinema when Nazi propaganda films flashed onto dbeeen, and coordi-
nated sermons in churches everywhere to condemirSamitism, Berlin
needed someone uniquely qualified to step forfard.

They found their man in Jacobus Lambertus Lentz. wies not a Nazi.
Those who have studied him have not proven his tenranti-Semitism.
Instead, Lentz was a population expert, cocoonedhisnown stacked and
tabulated world of ratios, registration programg)d arattling Hollerith
machines. Perfection in human cataloging was fartz.enore than a matter
of pride, it was a crusade.

In 1936, as Inspector of Population Registries, ttestandardized local
population registers and their data collection méthogy throughout the
Netherlands—an administrative feat that earned &inoyal decoration. That
same year, he outlined his personal vision in Allgmes Statistisches Archiv,
the journal of the German Statistical Society: "Gitedically,” predicted
Lentz, "the collection of data for each person banso abundant and com-
plete, that we can finally speak of a paper humgprasenting the natural
human.*®

One can only imagine the deep inner satisfactiomtz ederived from
indexing one segment of the population after amothigh infallible preci-
sion. He bragged about his data, defensively stopchis summaries and
always anticipated the next German request for slewiames—if for no
other reason than to self-validate his own "cerisimlesight. When light
streamed through the punch card, Lentz surely sawething no one else
could. German occupiers were resented nearly evemavin Holland. But
for Lentz, his new Nazi masters had in fact libedahim from the dissatis-
fying ennui of peacetime social tracking. Now, und¢azism, he could
unleash all his ideas of registration and powersratfocination restlessly
waiting to be tested. He would declare war on pajpah ambiguity. Lentz



would be the man to deliver the Jews of Hollands Hiotto was "to record
is to serve

Step one, on July 3, 1941, was the identification Jewish refugees
living in Amsterdam, a number the Germans errongolelieved was
between 120,000 and 150,000. Using police statrmrsnally charged with
registering aliens, Lentz organized a systemationtoHis numbers ulti-
mately showed far fewer refugees than expected;tt)000"®

Then, on August 17, Lentz devised a unique tampeofp personal
identification card that could not be forged. Thanent inks were employed
to print key words that disappeared under a quartp. The stamp franking
was acetone-soluble. Photos of the individual weffexed front and back
through a window transparently sealed and adhernéd permanent glue. A
fingerprint of the person's right index finger wten impressed upon the
back of one of the photos so it always displayaduph the small window.
The individual's signature on watermarked paper ptetad the document,
which included numerous personal details. Lentrd agas a masterpiece of
human documentatiohi.

Lentz first conceived his complex card in 1939 whemar in Europe
broke out and the government considered foolpramfdf rationing cards.
However, as recendy as March 1940, a Dutch govarhneemmission
thought that such a card would treat average peimecriminals, and was
inconsistent with the nation's democratic traditi@ut with no one to hold
him back, Lentz perfected his original card ideadunding the photograph
and fingerprint feature¥.

When Lentz offered his specimen to the Criminal Hfedogy Institute
of the Reich Criminal Police Office, it was eagedgproved. His innovation
outshone anything the German police had ever dpedloand clearly could
defeat the many local attempts to forge papershiwiveeks, German civil
administrators began requiring all Dutch citizengrothe age of fourteen to
sign up. It took about a year before everyone veggstered. But Lentz' per-
sonal card was more than just an advanced domidstitification. A second
portion detached at issuance created a card-ligeipte Those card receipts
were retained and organized into massive fileslagitey the personal details
of all who lived in the Netherlands.

Every Dutch adult was required to carry Lentz' peed identification
card. But a feature was added that only affectegs.J&ventually the letter J
was stamped on every identification card carriedhimnse defined as Jewish.
The manual card file receipts became the first pitgpstone toward com-
prehensive automated Dutch Jewish registrafion.



On October 22, all Jewish enterprises were congpédeegister. Jews

were defined, as in the Nuremberg Laws, accordirigdir grandparents,

not their current religious affiliation. Businessegere deemed Jewish if any
member of the ownership or management was JewidimadrJewish ances-
tors, again mimicking the decrees espoused ednlighe Reich. A Bureau of
Economic Investigation was formed to decide whethespect companies
were actually Jewish under rigid ancestral defingi. As soon as German
civil authorities in Holland announced the Jewisbmmercial registration.
the nation erupted in protest. Virtually all Praseg churches, that next
Sunday, condemned from the pulpit a Jewish registrathey called "un-
Christian.®?

By early 1941, the Germans felt they were readybegin the last phase
before deportation. On January 10, 1941, Nazi Sg&seretary Friedrich
Wimmer issued the all-important decree V06/41 nmeqgi all Jews—Dutch
and foreign—to register at their local Census @ffi?vimmer's deadline was
four weeks for those residing outside of Amsterdand ten weeks for
Amsterdam residents. Since the 1930 census, DutasuS Offices were
completely automated with Hollerith systems. By paning the Jewish reg-
istrations to the existing total population cardlér created by the Lentz
card, the authorities could pinpoint any Jew whiedgto sign up’?

Although nearly all of Holland angrily condemnedethNazi registra-
tion, the Jews did as instructed. With few excepjoevery Dutch Jewish
family dutifully picked up its questionnaires, &tl them out completely, and
filed with the nearest registration office. The angy compliance was based
on traditional Dutch respect for laws and regulaioas well as the stated
penalty for not registering—five years in prisordahe confiscation of prop-
erty. Jews also understood that resistance wds futicause their names had
already long been innocently registered as "Jewishhumerous statistical
and registration bureaus throughout the Netherlaadsl especially in the
new card indices created by Lentz' personal ideatibn program. Even
though some Jews rioted in early February 1941, ¢hre community
nonetheless filled out the forms as required. Mtiven 157,000 question-
naires were ultimately returned in the first morthmore than the entire
Jewish community because many sympathetic Dutchmemally volun-
teered to register alongside their Jewish countrynientz' punching cadres
began converting the Jews to Hollerith recordsuaskty as possiblé®

But none of it was fast enough for the Nazis. Themre many delays.
Although decree VO6/41 was espoused on January 1941, German
administrators did not release it to the medial Jatiuary 14, when the



news was published around the world, includindheNext York Times.
Because the registration ruling did not becomecéffe until January 24,

the official Dutch government gazette did not psiblihe details for census
administrators until its February 3 issue. Hen@all@€ensus Offices across
the country lost time in setting up registrationilities. Nonetheless, the
offices remained open all day and night to speedthcess. Each day, thou-
sands of Dutch Jews marched into the local CenfficeOpaid a token
guilder, and filled out the elaborate questionrapeoviding the Germans
with everything they needed to know about theirspgsions, families, and
parentagé®

The German authorities at first praised the Cen@ifice for "exem-
plary" service. But as Wimmer's early April deadliapproached and the tal-
lies were far from complete, Lentz' organizationsvehallenged and rebuked
for tardiness. The Germans even suggested sométiéscavere sabotaging
the program’

Nazi administrators feared sabotage for good red3otraged Amster-

dam workers had spontaneously called a strikeargel part over repressive
measures. Nazi occupiers suppressed #feande by throwing hand
grenades and firing machine guns at crowds of prate. Violent reprisals
followed. The city of Amsterdam itself was fined dfllion guilders for the
strike™

But Lentz bristled at any suggestion his operatias doing less than

its best. As Inspector of the Population Registtiesdefended his national
operation down to the local office. On March 25phendy wrote Wimmer,
"The government Inspectorate has thus far receppdoximately 30,000
registrations from the local registration posts. the delay in registration is
definitely not based on registration posts notimgllto cooperate, or any
sabotage, but on the circumstances, that the eegdoyf the registration
posts have been overburdened (specifically caugdaehidentification card
decree); and on top of that, we just could not aggey, reliable employ-
ees. The delay is also caused by the great nunbeibeus cases and inter-
rogations." Acknowledging that more than a quam#lion names were
expected, Lentz assured, "I have ordered a cir¢eti@r by the Ministry of

the Interior to the local registration posts, iniethl have again asked for the
greatest hasté™

Part of Wimmer's problem was that the Nazis singolyld not take a

Jewish census in Holland. A traditional censusapyation count required
an army of enumerators visiting every citizen's bpdiligendy filling out
forms. German administrators could not find rekaténsus takers to serve



among the outraged masses. A registration, onttiex band, depended

upon Jewish subjects voluntarily walking into then€us Office to fill out
forms. That process was impeded by the generaltadsy reluctance that
gripped Dutch Jewry, overcome only incrementally dach Jewish family.
Moreover, a storm of venomous attacks in the papulaerground media
of Amsterdam made even the staffers of local Ceféfises queas$’

Two weeks later, on April 9, Lentz was still offegi the Germans ex-
cuses for the slow progress, explaining that macgll burgomasters had not
yet read the government gazette, which came deglimuary’*

Of 1,050 municipalities outside Amsterdam, he reguhr 1,019 had al-
ready completed their registration. As an examplmaal difficulties, he cited
the town of Apeldoorn's "difficulty registering thiemates of the local Jewish
insane asylum." The poor inmates could not prowdgent responses. But
by May 5, most burgomasters had completed theistragion. For many, the
task was easy; some 483 localities had not a silyleto report?

By mid-May, Wimmer's office was beginning to undarsl that the
constellation of overlapping local registrations kwolland fell short of
what the Nazi program of destruction needed. Lenimnerous Census
Offices lacked the coordinated ability to identigr,oss-index, and organize
Jewish names nationally. Only a centralized Hdherperation could do
that. Moreover, Wimmer wanted the Jews alphabeti¥®ihout alphabetiz-
ing, an organized step-by-step round-up and depmmtao camps could
not occur.

On May 19, 1941, Wimmer decided "that besides tlgisters that
have been constructed so far, a special alphabetigester should be made,
that pists] all Jews and Jews of mixed blood, whe and have been
reported after decree 6/41." This extra dimensiauld have tasked Lentz'
overworked operation. To date, Lentz' bureaus hatl even turned in
reports on the first 78,119 questionnaires filechild/the Germans wanted to
press Lentz to the maximum, they didn't want tegmee him too muck.

So some days later, Lentz was notified, quite cdlsef by Hans Cal-
meyer, Wimmer's chief expert on Jewish affairs.."Dfimmer would like to
see constructed a register like the Hollerith purmard system," wrote
Calmeyer. "The register must [contain] age, prafessand gender ... [and]
the category (Jew, Mixed I, Mixed Il) to which thegistered belongs. |
don't deny that the compilation of such a registeuld form a serious bur-
den for the Population Registries. However, witheuth an alphabetic reg-
ister alongside the register on identity cards, besides the already existing
registers on municipalities, the [Jewish] regisbrajust won't be sufficierft



"You will soon have to be prepared for many . .equests about infor-
mation on individuals," Calmeyer continued. "Thesguests won't be able
to name the last residence of the requested persoevery case. Such
requests will form an extraordinary workload foruyaoffice if the aforemen-
tioned alphabetical register is not compiled, bseathus far, the requests
can only be answered after searching through aflicipal registers. Of

course, the municipal registers should not be woégde . . . Pray, also let me
know what kind of punch card system you think mef§icient and most eas-
ily introduced." Calmeyer ended his note asking Homg Lentz would need
in complete the alphabetical register.

Lentz was ahead of Wimmer and Calmeyer. With barslppressed
braggadocio, Lentz replied the next day, "With muecterest | have taken
notice of your letter of 26th of May 1941, in whiglou informed me of the
wishes of Sir Secretary of State Dr. Wimmer conicgynthe making of
[another] punch card system. | am glad to infornu ybat the Inspectorate
has already been creating such a system accordirtbet Hollerith method
for several weeks>®

Two months earlier, Lentz had requested permisdiam the Interior
Ministry to rent an extra Hollerith from the locdBM subsidiary. His
expense request was approved on April 23 and hewaésg for the equip-
ment. But as soon as the approval was grantedegenbto advance work. "I
immediately commenced the execution of the plarghtz informed Cal-
meyer. "We have already made much progress withsthealled ‘coding' of
the data and the punching is almost ready too,ktham the co-operation of
another government department. | add a model ofptnech card for your
information. The machinery has not arrived yet, bogasures have been
taken, so that this will soon become availaBle."

There was a major problem, though, confessed LeHiz. entire pro-
gram was based on numerical identification of imimls, not alphabetical.
He emphasized to Calmeyer, "the [new] Hollerith gfurtard system is not
suited for functioning as an alphabetical registerce the cards are not
punched by name, but by number. Punching alphabgtis possible, but
there are so many technical difficulties connectéith it." As a result, Lentz
declared he would regretfully bypass all other getg and concentrate on
the alphabetizing. "I will now have an alphabeticayister made that will
contain the names of all Jews and Mischlinge [peadl mixed blood] who
have reported for registering’"

To further reduce delays, Lentz declared he woybt ghe task into
two: those Jews in Amsterdam and those outsideityheSince the areas



outside Amsterdam were already complete. Lentz ipean that list first.

"This part will be ready about mid-June." If on tbder hand, Wimmer and
Calmeyer preferred Amsterdam first, Lentz couldwvaelthat list just slightly

later. "If you would like to have the names of tlegjistered people in Ams-
terdam put into the alphabetical register as wdig" stated, "then | would
be able to have that completed by the end of Junén ahe beginning

of July."®

On May 30, 1941, a German civil occupation officislimmarized the
on-going overlapping Hollerith projects to Wimmendathe many technical
obstacles. "Besides the already constructed angeteonstructed registers,”
the report described "a special alphabetical regigtossibly with the Holle-
rith punch card-system, for all people who havergport." But the punch
cards for the new alphabetical file could not bited without a careful

design of data. So, the official added, his offiesuld first have to determine
exactly which punch card columns needed to be atat to yield the

desired datd This was a question only Hollerith engineers coattswer.

Only IBM could print the cards.

"The Central Register has already requested theeriaht and the

machines for the construction of the Hollerith syst' the official continued.
Repeating Lentz' warning, he told Wimmer, "The CanRegister, however,
points out that the [existing] Hollerith punch casgistem, which currently
assigns a number to every processed form and eegistperson, is not
appropriate for the compilation of an alphabetigister. The alphabetic
punching is connected to so many technical diffiealthat a [quick] change
of the system towards alphabetic processing seamss rjot possible in
practice.™

"I don't deny," the report continued, "that thisddi#gional] processing

of persons who are obligated to report from Amserd(over 85,000 per-
sons), will greatly increase the workload of thenttad Office, and it will also

delay the completion of the special registéfs."

But for Wimmer, no time could be wasted. He ordeedd alphabetizing

projects to go forward at full speed, regardlesshef difficulty. That was the
priority. Lentz' devoted efforts prevailed. By Jub, 1941, Wimmer's office
had received ten copies of a completed prelimirsanywey "of all persons of
Jewish blood." The alphabetical index would be yeadortly. "Very soon,"

the report to Wimmer promised, "we shall be ablestart categorizing cer-
tain groups through the Hollerith method." Now thlae Jews were almost
entirely alphabetized, demographic segments coaldross-indexed, sorted,
and then called up by age, gender, and profesailoin, alphabetical orde?.



The systemwas soon ready. In early June 1941, aadNitch resis-

tance groups detonated two bombs in Amsterdanegrisal, the Germans
took action against 300 Dutch Jews, as well asaben of German refugees
between the ages of 18 and 30. The Nazis relied dpwish organizational
lists to round up Jewish youth workers. Britisteligence reports asserted
that when the number of Jews the Germans wanteshiait, additional
hostages were taken. A British intelligence offjaiting a Dutch Jewish refu-
gee, reported the additional action this way: "Testapo came with lists,
from Standesamt [the Registry Office], carrying searches in houses and
looking for Jews in certain alphabetical groups.dde occasion, they took
all the Jews whose names came within the alphalbeégister S to V."

The British report added that all seized Jews seiere eventually shipped
to Mauthausen concentration camp, "and most of thiemdied" within
several weeks?"

By June 16, 1941, Lentz reported that his office alanost completed

the total registration of Jewish persons commathgediecree V06/41,
except for a few "stragglers." He added that hipdttorate "will now begin
the registration of different groups via Holleritrethod." Lentz wondered
whether the Germans wanted any specific Jewishlpbpn segments
sorted first. "I can process and pass on informdtibe wrote, "in case police
services or German services urgently are lookingpecial groups, for
example, artists or dentist&."

A few weeks later, on July 26, 1941, Lentz notifleé@meyer that the
Inspectorate had established his own prioritiesc€ssing by age was
already underway. Next, he would tackle those wfiste blood who had
served in the Dutch military. "It is my intentiorgssured Lentz, "after these
duties, to start with the control on the punchifigfollerith cards to

improve the coding of professions." He would nedeMaweeks to finish
these tasks if approved in that order. "I hopedartirom your side soon if
you accept this proposdf"

Within a month, virtually all "stragglers® had bedound out or had

come forward. By September 5, Wimmer was aboueteew summaries that

identified the exact number of Jews, broken down spgcific categories.

Lentz had registered, sorted, and tabulated 118)186h Jews; 14,495 Ger-

man Jews; and 7,295 others, as well as 19,561 niixeetd Mischlinge, for a

total of 159,806. This included 700 so-called radews who were practicing
Roman Catholicism; 1,245 belonging to Protestaniirdies; and 12,643

with no religious affiliatior!.”
Lentz reflected on his mammoth accomplishment wbiiing notes in



his personal handwritten journal, entitted MemoitesRRegistration of Jews
(Source and Development): "l rented a Hollenitktallation," he penned, "with
which the professional statistical survey has beemposed, which satisfied
the Germans very much, and gave them the convectioat my opinions had
been correct™®

He also thanked his Nazi overseers for their reitiognfor all his tech-

nical achievements. "I would like to express apjatéan,” Lentz wrote to

Wimmer's office, "of the confidence you repose iyseif and my staff.

Thanks to this and to your cooperation, the Cer3fiice was able to con-
trive ways and means of carrying out its oftenidifit task. May | express the
hope that we shall continue to enjoy your configehdie also wrote, "This
encourages us to strive with utter devotion to dstige to our slogan, to
record is to serve.”

IBM's hastily established subsidiary in Holland, téém Bedrijffsmachine
Maatschappij, at 34 Frederiksplein in Amsterdarstetl impressive numbers
for the first eight months of 19498.

Cash: $180,088.

Accounts receivable: $495,68%.

Plant, office equipment, rental machines, and pavesstment:
$965,803.0¢°

The subsidiary reported a gross profit of $116,881for its eight months
of operation in 1948

Ironically, by the time 