[image: image1.jpg]German Industrial Areas in 1900

Main sources of coal, iron, potash
and major manufacturing centres
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1. Germany: main resource and industrial areas, 1900
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[image: image4.jpg]Relative Growth Rates of Industrial Production, 1860 - 1913:

the United Kingdom, France, Germany, and the U.S.

Source: W. Arthur Lewis, Growth and Fluctuations, 1870 - 1913 (London, 1978).

Growth and Fluctuations 1870-1913

,
gl %??/ }j _
T

A
|z A/
y

Chart 1.1 Industrial Production
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“BARRIERS TO ENTRY”

ATC = Average Total Cost

;.5 {potential entrant)
PATC
5 n—L A TC

* lexisting firm)

Quantity

A cost advantage of existing firms over potential new entrants

Py = “Joint-Maximizing” price of oligopolists, determined by MR = MC
(output =Q,)

P, = Price = Minimum cost for any potential entrant

Price at P, or below: strategic decision for oligopolists’ output = Q,

‘Suppose that the marginal revenue and marginal costs curves are such that the joint profit-
maximizing price is Py,. Existing firms may be better off in the long run if they price at P, and
supply the quantity Q,, rather than setting the price at P,; and supplying quantity Q,,. The
reason is that P, may induce entry, thus shifting the demand curves of the existing firms to the
left and in this way reducing their earnings..... In general, the greater the barrier to entry, the
closer is the limit price to the joint profit-maximizing price.’

Source: Richard Lipsey, An Introduction to Positive Economics, 4™ edn. (London, 1975), p. 287.
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REPORT ON BUSINESS

1G Farben’s demise postponed

Orms.ams blames German zEmSmnoz at tempestuous shareholders meeting

Reuters News >mo=nw . )
FRANKFURT — IG Farben, the
company that made poison gas for
‘Nazi death camps during the Second
World War, says German unifica-
tion has pushed back the day when it
willformally go out of business.

At a tempestuous annual share-

holders meeting attended by Ausch-

witz survivors, chairman Ernst
Krienke said he had hoped the com-
pany would be dissolved by the end
of the year. But complications stem-
ming from German unification have
made it impossible to say when the

company will cease to exist, he 85_

the meeting.

IG Farben, now 4 shell company,
was formed in 1925. It used slave la-
bour in the war and one of its subsi-
didries produced the “Zyklon B” gas

used to kill millions of people :_
- Nazi extermination camps. .

The entire wartime board of the

company — which once ran a vast

business empire. - that included

BASF, Bayer and Hoechst — was .

tried for war crimes. The Second
World War allies broke up the com-

pany, and former East Germany

confiscated much of its property.

Although officially in liquidation,

IG Farben shares are traded on the
Frankfurt stock exchange. The com-
pany has also filed extensivé com-
pensation claims for huge tracts of

land taken over by the Communist -

regime of former East Germany.
About 600 shareholders who own
39 per cent of IG Farben attended
the meeting. Mr. Krienke said the
majority of shares are now in the

- hands of British investors.

' Both victims and supporters of the
Nazi regime have often used the

company’s -annual shareholder
meetings in the past as a forum for
public debate. This year’s meeting,
postponed in August for fear of po-
litical unrest, was rocked by demon-
strations both inside and outside the
conference site.

IG ‘Farben’s stock, which had
been worth just four to eight marks
for many years, jumped to a high of
33 marks ($23.17) in the months af-
ter the opening of former East Ger-
many. :

The- stock rose- 20 pfennigs to
:23.70 marks in Frankfurt yesterday.
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