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the results of the thres-umih sxperipental yparisd
scmsereialisstion and 20 dertve thevefrom sunclmalend regarding a of
this progrem. PFrefasiang this ssalysis is & sussary statemest of ths pwpoess and |
obJeotives of sommercialization. Yollowing that the saia hody of the repert will ‘
Freasnt & detailed pieture of the editorial, predustion and distribution aspests |
of the pregrem. A sapgarels ssotion will deal with the finsnsial sapsets of the |
program,. ¥ere sa amalysis of eouts md incoss sver the sxperimsstal pericd is i
usad as & tasis for esrweoting cvigism) estimmtes and for prajesting cur best JI

\
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|

sssesanent of fubure viability. The aaxt aeetion ia cohssrned with

the ICAGE aspests of ssmareislisstisn, i.e., the distridution of &
mumotw for KUCAGE target eonsumption. In the |
final sestion we nots owr sonslusiens frem the feregoing yeview aad, besed ,
thereon, attampt a foreeast of future somwwmwislisation, within the Cremewurk of |
te budgetary limttsiiens suthorised ammd the preposals recoumendad in Referesoe E. |
s ap nsmcres, |
2. The ides of ILCASSOCE scmmreislization has besn under ssasidersiion at J
lonst simee Decsmbher 1955, at shiah tise the sstablishment of a legitimate . |
LCEABSOCE businass sad appropriate oower astivities wan diseuased {(see BUEA-28315,
13 Decamber 1955). Fros e very begimuing, scmsereislisstion was conceived Ny !
2R an a logienl comeomitaxt of legalization, thet ix, it was viewed s tha back. i
stopping element whiah would prewide subsianse to the legalined publishing firm
into whilsh ICCASBOCK was Daing transCormsd. Simae thmt Sime, legalization has \
hann asoowplished, ICCASSOCK iz now & legally establishied enterprise, legitimataly j
funded via & haskatopped fwnding ehennel and lagally sewimalled through ICCABBOCK-T i
by XIBARK's 768 equity holdisg (operatiosnl semirel yemsining ta the 1LOCAESOCK-1/ |
cane offiser relatisnsiip). Corvespeniing te this develogmant, the idea of |
|
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serious eensidaation. In discussions between COS, Headguarters and BOE ower i
mpatm.mwammmmm In prebable order of i
importance, they WAy be sumwmrised sz follows:

a. Commsreislizstion weuld provide the only perwnently satisfastory |
mwmummxywmmmmnm. By |
lending suletance to ths legal fors, it would astossiioally supplesent the
funAing smd leghl ouwnership of LUCASSOCE via (. 3 =pd therelw
belp seresn XIARE opearsticnal intsrest in the firs. is o utilization of
LOCASSOCK fasilities Dsocaes more selsative, the nature sod orgaaisaticn of
the firs would mere siossly sppreximste thet of a lsgitimate publishing
bouse and thus somfirm the legitimesy of LOUASSOCK im the ayes of the Geruomn |
community. YThe oatablistment of legitimate sammervizl sover would of acwurse |
bocome of parmsmmt fmportance if XUBASRK were sver okliged, sither because |
of German palitical developmscts, e.3., reunifisation. or as the result of 4;
tnterval opersticoal requiressnts, to tramsform LOCASSOCK into s third- ;‘
country cpevatica. In this evestuality--eduittedly spesalatiive at the woment |
bt oertainly not exsluded as a pamaibility in lung-renge planning--the l
sdvaniages of & firmly-foumded, indepsndent semaercial besls in West Berlin ‘
(end West Germany) for propaganda opamtions into the Boviei hloe are self- ;
ovident. Again we assume here that 1t is o long-term intantion to malstain |
the LCCASSOCK projeet as a lsgally-owned XUCAGE asset, albelit on a selective ;
finsnaial snd operetional basxis. On this assumptico, and regardieas of the :
status of the firm as & "revealed prowp” vis-a-vis HBAROPING or of the extent
and naters of ERGROFING opsreticasl pmtisipation in the future, owmr o i
leng~-range cperaticnal interest would be esnarwously haowfited by swsh indepen- |
dent cammereiasl sover. e agres with Refuremse K that thia i{s osrtainly the |
=oat compelling argusent fer LOCASOOCK cosomrsialixstion.

b. The developmait of commereisl capacity--izocms Ifrom salea and,
poaxibly, the stimmiation of fimancisl interest fn LCCASSOCK on the part of
ariside baskers--wculd preovide the hasis for a mssnue of gradually ioersaa-
ing finsneial indepentence for LOCASSOCK,

8. Commsroialization would probably improve the shences of HDGRGPING
interest snd partisipation in LOCASHOCK. This is sdsittedly a temtative

appesrense of operx &kl above board lsgitisacy, and 1its avesed intarest in
zaintaining an "all-Jerwan" thems in its comsereisl medis wsuld axert a
diatinetly favvrable iInfloende on Nture BAOROPING ccopideration of IOCASSOCK
EOCAGE sapabiltitiea.

4. Commreislization would undoubtedly be affestsd, fmplieitly 1if not
expliaitly, by XUCAGR influenes sxertad by the case offlowr, to the ead that
the sommeroial media would abword "dLlluted” XUCAGR themes and tins augmect
sxigting IOIOAGE aperntions in Vest Oureany ani other Western European
seantriss 1 wideh such wdlia ware sarketad. Beyand this, direest explodtation
of the publisstion({s) as KUCAGE medis could be ocontinued via LOCASSOCK meil |
distrimtion inte the Sovist hlos.
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3. . The sdutzistretive buden of commrcialization--over '.
and above uaintensnoe of the editerial staff (ses below)—wes Dot saloulahls l

relevant dats enabling ua to maks » pro-rated sstimstes of overbead

sosts were pet available., This Informstion kas sinse bewn by LCCASSCCX-1, |
and we ave now in a better poxitian to sasess this sapect of the program. 1L is :
estioated that spproximutely 104 of LCCASSOCK-1's tims and effart has bess devoted i

|
to KUCACE astivitiea. An sxesption to this ganeral estimats wist be sads in the \
sase of overhead costs of ILCASSOCK publie relations efforts, the hulk of whish ‘
vas devoted te sommereialisation durivg the experimestal period. The high point |
in this reapect was reschad in Hay, vhen & streng dnlegation attended |
the Prankfurt/N Jass festival and the LOCASSOCK shtlef travaled |
throughnat West Jermany, Austria and Swiizerland establizhing merkeling outleta :
through pagasine sales sgansles sod conemt halle.

|
5. At : The aditorisl staff of Schiagseug was sxpended slightly after |
began., ILCASSOCK-G in, of comrwe, the ohlefl editar of the |
publicstion. s Joumalistie talant and hix suny prefessional sontasts in the ,
fisld of jaxz are recogRized as major assets in the pregrem. Undar him fs ons !
full -time employwes. Identity-l, who is & sontaibuting editor amd teshanfeal i
sdvisor on the iatrissaiss of Jazs (hired in June), sl one part-tise wowrker, .
Identity-2, an'sditorisal seoretary. I» addition, two part-tims editors are ]
shgaged on & ragul®r honorere beals: LOCARSOCK-2 eomiriluies regulariy to the
publioation snd handles muzh of the publis relsations work lsod on 1ta Dehalf;
and Idemtity-3 is alse partially engsged as a sobtridating editer
{ses Attaghment B). Other sontrilutors are 4o write apecifie artinles
for apecified fess.

€. "o editerial teshuigus, format and sontant of the new ; bave i
already been sommssted upon in References A sad C. As & further point of reference, | |
saxple copies of the July and August issues (2% and 28-page editivos, respectively, .
ehoh prodused in 15,000 coples) are forwarded udder seperats cover as Attactsment A. !
In the five commercialized issues thus far prodused, the development of Sohlagreug f
as an stiresstive, iaformstivs snd technieslly respousible Joumal of jasz ia :
appareat. In this gresing-up process it hes expsnded frem 20 to 28 pages, inareased
the quality and sumber of artisiss of intersst to Jasz students ssd fans {ineluding '
sontributions by leading compossrs, oritios amd Jazz leaders), develaped its oo !
interaationa) snd specifissily "all-Gerwan” approash to Jaxs (toerely saintaining,
insidentally, iis usefulness s & KUCAGE medium for Soviet bios consumptiion),
grestly improved the wtriely snd attraciivencss of its “filler” artiecles ("in der
presss”, cartoons, lstters to the editor, a "Jasx pussis® series, eto.) sad--in j
genaral —has ralually cons to be rescgnized by Jasz sxparts snd fams alike as the :
bast jouraal of its kind presently appearing in Geweny. Favorsable evalustions of

1ta Journalistic teskniques and ecomtent from professsioni] aualsoians, readars s ’
Journalist/publiisher airoles have besu sulmitted in previous reporting. Supple- il
menting thase resstions, we night nots parenthetically that is now fully 1
azoredited hy the West Jerman Jaxx Fedarstion~-a resagnition is sxpestad to
result, loeidentally, in ommcrets camwarvial benefits, thvough the well-estaklished ’
linison srrengenent with the Pederation's Frankfurt/N offise and through prefeeential |
franshises given the mepaxing at future Federation-sponscred sonserts snd tours.
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with its P8 1.00 sales prise. It ia expsoted that ax the uusber of ads inevesss,
mmmmhmuwutmwmwmmmm.
of ooures, with Do inoremse in the pressnt sales price.

8. : 'The preduction wchedule of Soblagreug over ths experimental
porisd can as fallows:
¥arck (April issus), 20 pages 10,000 esples
Apet) (Mey Lasus), 20 pages 10,000 soples
Way (uns tamae), 23 pages 13,000 eopies
Total produsticn 33,000 oopiss
Exoept for tha four-pags senter sprend in esch issus, whieh is apesially prioted

by s outside firm, all of the ahove copiss were produced on ICCASHOCK's owm
printing press. The inareass in the Juns issue to 13,000 ooples and 24 pages—a
boost whish was Rot auticipated in our original sstimstes-—was Gesmed nescsseary
to take sdvantags of naw sarksting outlets, amsely, omoert sales sad distrihation
through Weot Cersan, Austrian and Sviss distrilmtios sgencies, daring that wmouth.
¥ot iealnded in the shove schedule are 15,000 eopleam (20 pages) of the July iasue,
whish wers produssd daring Juss. Production of thkis and subesgusnt issues wes
approved om the basis of our preliminary revies of sosts snd the results of the
first three asommeraialized issues. In ouwr sost soalysis data pressuted helow,
produstion saxpeaditures inourred for the July issus sre ineludad,

Fn ¢ COxoaecelsl disteibution of the shove produstiion was

sstahlishod servket outlets. The time and effort nesded Tor tkis tusk wre, 1t
aast be admitied, mot fully apprwoaistad st the tise the relsrecse A was prepeared.
For exempis, it socnm becams apparent that the areetion of volume subsaription asles
would be a long dremm-out provass, the prugreas of mbhiak would be strietly liwited
by the LOCASHOUK diatribution office’s mailing sapesity (the Bulk of whish wes to
romain svallsble for priority KUCAGK distribution), the oumber of oapiss available
(ssveral ocutlets, inoluding XUCAGE Jistributien, bed to be provided far stmultan-
scusly), snd our instrwcticos mot ts booome invelved in losg-rengoe commdittments

at this stage, that is, axytling bayond & mougth-to-sesth suheeription arvengesent.
Uader theve swnditions distribution facllitiss had to be bullt from the groumd
wp—-an Job ublek took up xmost of ths diatridution effart during the experimentsl
period md which grasstly restricted the charsas of itmsmdiste, Tesdy~cssh, publisher-

land, YThe othar two fMll-time employoss were JTdemti » In charge of tha newly-
establ {ahed public relaticns {and pi tridution) offics in the
Veat Oerwan Jaxz building in FraokOot/M: avd Identity-7, a distribution
slerk. It is estimsted that 29% of the work time of six othsr LOCASSOCK dietri-

FCRM

F
o REPLACES FORMS
:5 530 5128, 51284 AND 51-29 I {‘\ t‘; CONTINUED ¥
? WHICH ARE OBSOLETE :) i ot

USE PREVIOUS EDITION CLASSIFICATION PAGE NO




f_'— B

FORY

CONTINUATION OF
DISPATCH

l CLASSIFICATIOM !D\SPATCH SYMBOL AND NO.

" l EGBA-52315

.

bution office clerks, Identities § threugh 13, was devotad to Schlagzeug
wmmmm(mnmn}.

of | daring the three-mauth peried. Note: Thexe Tigurss Trepresedt out-
gosng mumm;mumm@mm
Wmmmmwmmmwmnwamm
nwmummmuumummm&mm. a aingle
m‘:mummummwmﬁtwmmdm
the immedistely preseding monid.

Aprll Mg June Totals

Fres sesple sepies regularly
zent vis post offise magazing
acesemit te olubs, businsages
and individunls SThT 3987 3103 13,837

Cow-tine weilings direstly
from LOCABBOCK to patential

SUStoNeTs 1085 80 1803 3,426

Supplied to magaxine salek

agenmios 56 1650 1925 3,625

Supplisd directly by LOCASBOCK

to indtvidusl newsstands (ikigsks) €30 1210 e 2,572
Tatals Yol TE2Ts 8163 23,462

*The resmsivder--that is the differense betuwoss thess totals snd the sumber
of eopled sexilabls in sach ssoth~-wes held in reserve for specizl sales
afforts at jJess actoeris, fer XUCMIE distribution {see prons 22-23 balow),
and as a reserve supply to mest comswraial demmxis for haok ooples.

aguncles were spprosched by LOCASSOCK in July with regard to Sotdagseny distrl-
bution; sod Ly the end of August appruximstaly 30 sush outlets wore being wtilized.
Paralleling this gradual development, the sumber of itndividusl newsstands (ktosks)
distribating ross surely and stasdily over ths thres-mouth period:

™e first sommarelal klosk ortist was engapged in April; My thw exd of June
the numbear of swoh kiosks bad insresased to over 150; at thw
was absut 200, Host of the present cutlets are i Nest Rerl
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April  MNay June Totals

2a0ld tireugh sales agenolies n 94 1k 62 ‘i

Sald by iudivideal kioeks 166 %8 306 720

Sold at JxEs conserts 2m 666 - 938 I}
Sold via indtvidusl sabd-

g - SRR - S ¢ ] |

570 .

relations, salse promgtion 1R

Rent, housekseping, offios

spplies & sxpennes 5,137

Towventory sdditions 5

Insurance, aenurity, business

taxes 626 BN 131,199
mwf- :

Honotare, ressarst, sourve i

aaterial 3,87 i
*(Footuote): i fouwr-month peried is used in this and subsequent aoet cal- ll
aulstions, 20 as to ineluda preparetory adwinistreiive and produstion |'

|

aotivity whiah began in Marebh 1958,
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Inside o 3,291 |

Outaide primting & klisohees 12,788 15,079
Distridbution; :

Band distribution «pensas

Matl distridution expansss $,303 .02 'J

Regular dlatribuilan foon 2 . X !

|

\

16. The portion of the abeve expeniitures dirsstly inewrred Xy ’,
commeroialivation ower the ssme period, parallaliag the abiwe ooNt .8, ’i
|

¥o0
snoows) 620 I 2,623

satoial ‘ 813

Disntribution:
Mail distribution sipenss __ ke '-

Total average momiily, uon-Salary expend-
{tares for Sshlagueug sommercializatiocn e 7,742 |

- 17. The cost data 1o paregrepis 15 and 16 above reguire the follswing ccsment
Lnterpetation:

|
a. mmwwwwmwm& i
bave been desoribed brisfly in peragrephs 4-10 above and are detailed in the J
Atisshmenrt B personael rostar, Thess ocosts hawe ool best Inoliied Sn the :
asbove tabulation deonuss, in wmost cases, they are izpoasibls to isclats froa ;
KUCAOE manDowsr sxpensed. Except for the xix esployoes listed in ths Attash- :

ment B rostar who sre sngaged more or leas full-time on sommraeial - ‘
ization {2 editors, 1 prister, 2 distriltion supervisors sad i distribution i
alerk), sanpower iy sxtremsly flsxtible, 1.8., It is used fmter-

8 aperations and scagergialinstion, dependiug
mmwmmmmm.uwm

ssPostnote: This total innludes a apscisl QXITEMON prant and reflects the
2DOVe-Avarage

uxe of sosumalsted reserves xithia the project during the
period of experismtal conmeroialixation.

" 1 Poes B0t Incluis malling sosts on achsaription sales, the hill
for has oot yot been received from the Postzeitungaast, Dor soats for :
Sehlagzeuy XUCAJE distributian imsto the Soviet Rlos. I

) FI CN
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falr plgaon-boled as either LKUCAGE or commeveisl. In this sense the
m&rmwuwmmwnu.tm
Mu&tmyﬂ%nﬂmtawmmm
aod effort devotsd to KUCAGE opmrations.

. can be sean from s scapsriscn of the sost data of paregraphs 15 k
mdlz, - commereislisation (mon-salsry) costs aversnged about 21§ of J
total expenditures over the paricd March te Jums 1958. In imdiv-
iaual astegeries, Sshlsgzeug sosts averagsd 23% of total sdministretive |
expendttures, 295 of sditorial sxpenses, 253 of totsl produsticn seets, md |
6% of tota) distridution expeaditures during the period. |

¢. From the data of paragreph 8 shove, as spplied to the shove analysis,
it sam De Seen that the predustien sest of the comseruvialised )
(ed1torial snd printing costa, exs salary outlays) around
D A0 per eopy (D8N 913 plus .03k, times &, divided by 38,000). Thia
cspares farvorsbly with the maxtmos per usit production cost of DI .60 enti- ‘
oipsted in Attachmeni b of the Refwrence A respart. The distribution cost ;
(Mestern enly; sgain exsluding salary outlays), is tentatively eslsulated at ;
W .0M per copy (DB 366, times &, divided by 33,000}, but will prebably ;
be inarsased alighdly as malling cests on subseription sales bescoms known; \l
at the mowawt it iz considerakly lowsr than our erigingl saximum sstimate eof |
e .10, :

d. Muinistrative 20sts in the peregraph 16 bresidoun were individually
saleulated hy LOCASSOCK-1 and his staff. Not surprisingly, salss promotion
coats constituts the asjor share of axpensss in this ontegory.

e, The somtrast between Inside and outyide 1og sosts is notaworthy. |
Despite the fast that omly B pages (2 covers and 4 senter pages) of each
issus are prinmied by an outside firm, the relstively high eost of this
speaialized printicg, plus the outlay fer quality Klisohwes, far ;
LCCASSOCK 's owm press. The basio prige of sutside printing at pressut 1s .
e 1,872 for essh 10,900 ocoples, piuns DI 120.75 for each additienal 1,500 !

mﬁ..‘. ‘\

' 1

IRCONE : I'
18, The ivocwe derived fros Sohlagssug comsersislisation ovar the four-meath 1‘
period was eonsiderably leas then antisipated. In our originsl analysis (Attask- ]

ment B, Refwremee A),
sales would very quiekly reash a 1,000 mouthly lewwel, igunoring the fast that this |
rate sonld enly resuit frem a warksble ssles apparstus, ths srestion of whish J
proved to be & slow and process; mu we overlocked the effect distribution ;
commissions snd fess would hawe on the groeas profit frox sales. Our original |
eatinmates are tharefore conniderebly modified in the light of astual experisnce. |

i
i
|
|
;
é
E

:

193. The slow prosess of bullding a sales spparstcs from the ground wp has
already been deseribed 1n paragrepbs 12 and 13 above. Eslated therets is the cen- f
sidereble lag in subseription sales during the tiwwe-month paried. By the emi of !
April only B orders had bown received; by the end of June the nusber had reashed }
86, still far belind agoney snd kicak sales. dubsariptisn sales tring im the
largest income par copy; DM .97 out of each DM 1.00 sale iz retwrned to LOCASSOCK.
the other hand, retatin 508 of the ISN 1.0 sales pries

its shlpmants and to recaive ok at its expenss all umscld coples. Xigak asales
allow a compromise profit sargin betmeen thase two oxtremes; {n most canes the
irdividunl kiosk asller retains anly 255 of the asles pries. Thus, the paradoxisal
aituntion: subsaription sales sre the awrest and moat profitable method of distri-
bution, but they sre alss the slowest and sost QAiffisult to establish; each
potantin) suatomssr asmist be spprosshed, etther directly via a semple eopy or indir-
sotly Yy expwsure to publicity. Agemoy sales, on the other hand, repre-
sent the least profi on & per-unit hasis) sod the least reliable method; but
they sre relatiwely sasy to establiah (presuming a sufficisnt produgtion ren to
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zoet mmmmm”wmmmm
sum;:lt:‘mminnlu. Kiosk sales provide the middls way: thay hrivg 1in
a resaunahle profit; within the 1imita of LCCASSOCK distribution sapacity they
muwmwummwmnmnx:mmmu
basis for at lamst lookl area COVer=gr.

. mequﬁmmdmm%

: e during the saperimsptal period. 3peaisl sxlea afforts
S T T R I R SN
aonfined to ad heo sawpaigns with widely varying profit murgine, depending om
individusl eoncert mansgement's desants, and ware therefore less consistectly
reiishdle. Through the develeping liaiseo arrangemmats with the Wost Jermsn Jasz
Poderation, hawever, 1t iz sapestad that this chamsl will be more firmly estab-
liahed in the near future, through s special freghise for sales at all
Fedarxtion conaerta, snd will comstituts a permsasot aod tahle fourth srw
to the LOCASSOCK sales sppaTaiuk. .

21. Incoms fram &ll LCCASSOCK sales and distribmtiot sstivities during the
three-nonth pariod, April-June 1556, amoumted to DiW 1,416, This inalwdes
KDCAGE peotor bowdar sales, invoms frum LOPAGAN for distribaiion seviees rea-
dered, irsome froz & gingle Pernschreiber sdvariisemsni, ss wall as inceas from

ocomrglial sales. Im‘i& sdvertissssnta had not yot
besn: received at the slose of tha } Sohlagzeug income from
siles is satiamted to he DI 7TEG of this total amount. Again, it should be noted
that this incoms cszmot ecorvespossi to the mmber of sopies scld over ths peried
(paragraph 13 above), since varying profit perssotiges wusti apply to the severel
distributien shanmals and, nmeat iaportant, oosplete income retivws freom June have
uot yet besu reesaded in LOCASSOCK books. With thess lmportant gualifiestions in
wind, the rate of incoms from Zebliageoug sales oan be sharted as follows:

April  Key
Ingoms frow Schilagxeug sales 21 198 00
Despite the tesporary suspsasicn of conssrti sales duriag the susser ssason, thls

P eendre

S

increasiag rate of income la sxpecisd to ecntince owver the soming montha, due
particulariy to steadily insrensing subsoription sales. ‘
KUCAGE DISTRIBUTION:

22. As smtigipated in Refaremos A, JUCAUE distributisn of & limited mmber
of eapies sontimand during tis sxperimsntal period. Our nstification
for tole has already been detalled 1o Atteslment 7 of Daference & sad

requires no further asplifiostion at this peint. We woild hape, bowsver, that
this sspeet of Jshlagreug commercialisstion--in cur opiniom, an iaporimst My-

favorably recomsidered in the light of interim reporting en the subjeet (ses
receat LOCASBOCK reperts and RGEA-15366, S Aupwt 19%8),

23. Mars we should liks to note ithe bare statisticsl data on the extant ansd

rezults of ; atmtribution iato the Jovist hise during eash: of the three
months from to June 19958:

postal ehsnmels 1,326 1,827 1,280 3,973

Bask soplies sold at West

Beriin seetor border kiocsks - 100 117 fny

Baok coples distributed via

Wast Jermsn posatal chapnals - - - -
Totals 1,326 1,827 1,337 3,150
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£ EUCAGR atstriboiion whish socounts for the lag in reashing the
cass offiser) from 1200 to 1500 scpies of eash new 3okl issve ave mailed

28, In foterpreting ths above sost and ingome data one psint should be
kapt in aind: Thebe data represent an almorwal period of trial-snd-erver sxpansion
of marketing facilities mxi belated inoome sesraing therefrem. They de not, as
suck, ferm a basis for a straight-lise projestion of futurs ccats smd income.
They reflect predominently the sstalblisbmsnt of a sasmercial base fram whioch
tangible results were only beglmning to bo dexivad by the end of thecegwrissutal
period. Now that the base iz Talrly wall grounded, we sbouid expeat the remiits
tharefivm to assume an inarvesasing relsvence in the ower-all ocost-and-inoese pio-
ture. Ax the aalos spparetus reschas full operation and as sklee soniimie to
inoresse, the sdeinistreation, preduction and distribution ocovts will in faet

redacad. This fully-asticipated trend is scnw alesarly abosn ln the Attashaostst
C-E graphs. Rers are projected sur expectations of produstiom, distribdutien,
cost and inecems leovels over the soming year, bosed on the above sonlysis. These
represent our best sstimates of the course of Schlagseug commmrolialization through
FPY 1959. Thay are based primerily on the fellowing presumptions: (1) That there
will be a slight inerease in «068t3 over this pericd; (2) that a prodwstion level
of 30,000 eopiss by June 1959 is feasidble; ard (3) that the proportion of copiss
mmmwmwummmmuww
snd attaines grester efficienay. Note: The Attasbamnt C-E projsoted sstimmtes
canmot be taken as apything morw than tentstive, but edussted, gussssa s to
future devalopments. In all casas, proJections sheuld Bt rpreied
a direeticn, not as aiming ai fised o y_the ead

indtoating » ¥ 1959,
This is espeuisily trus in the case of eost M 1nsome projections; bere the dir-
sotion of the tremd and the relationsliips between dapieted rates wre well founded
on past experisnes, while the asbaclute amourts Indicated ant ths tising ef their
mealization e to & grest extent governsd by cosmercial mariet sad other factors
whish samot be fully saticipeted at the mcemat.

25. As reflevted in the Attashastt D proJections, the following cheanges in
individual nen-salary eost extegories, paralleling surrent expenwes listed in
peragrapk 16 above, esn be roughly antiaipsted owver the soming yeav:

a. In the aduinistretive cost category, employse benefits and sxpenses
for offics spplies would resain approximmtely at their present level; the
cost of sales promotion would be sigaificantly increassed: and business taxes

al
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turnover tax) wonld rise as sklas inoresse. I sales inerease at the !
%mmwmnm.umm,myuwm :

coning months. 1If cemditions Justify this expatnss, the & of investory
additions in the séuintstretive/mmagement cost sategiry would be inoreased
wmmumm-.ﬁwawmmmma
autslide printing. This prospest, however, is not thaluded in the Attacheent D

b. Editerial coats are alsc axpscted to riss over the Somixg pear--due
aainly to anticipated imsressss in payments for quality mrticles and sgurce
material, The prespective level ef these oocats by tie end of FY 19%0 1s3
sstimmtod temtatively st DM 1,500,

¢. Printing and physissl production cosnts will incresss alightly, as
airoulation inoresses to 30,000 coples. The per unit cost for the swoond

I

i

|

|
15,000 coptes will, bowever, be mueh lowsr then for the first 15,000 and thus |
preclnde a signifisant over-all riss in this oost category. If a aseond !
printing press ls purchassd, as suzgsstied shove, printing costs will, of ‘
sovrse, be famediately and drestionlly redussd below pressnt levels. Nowewver, !
this eventuality ia not insluded in the Attackesut D grephie projestion of J
this sost extegary. Printing coats sre tinus tentatively estizaied to e |
areaowd DA 5,000 hy the end of FY 1953, !
|

d. Biztribution costs are expected ton incresss sore thax sy ethsr |

|

l

!

mauts worked aut with & varisty of mles cutleta. We wosld guese roughly

that, wader tha kind of expansion program we hews projectad, this ocost ftem ;
will resch a level of around DN 1,500 hy Jume 19%). |

26. Ouar teo xmajor asnderns in the above yprojscticns are, natarslly saough,

the progressive relation of costs wd income over thy soming Jyear and |

the relation of net sewts (gross leas inoume; to our reduced nsiget. As ‘

can be seen fres Attaskment D greph, issoms is expeoted to rise at s faster j

rate than cowts. Acoording to our hypothetioal projestions, as income fron sales

and ads fnaresses to EMN 6,000 and as gross costs leve) off at IS 11,500, the

net ecst of would stee2lly decresss from & present level of B 7,782

to a level 5,500, This weans thet, as (per Heferense E) the reguiar ,

KBARK subeidy is reduced Crom DV ¥8,300 to DIW 35,500 mmthly by June 1959 |
\

during the ysnr), the of et {now-salary 1‘
I
|

7. At this point it would de difficult to projest theae trends beyond June
1955, FPor one thieg, it ia not poswilie st this stage to satlimate socurately the
saxisunm serket for or whythar at soms poizt the ocapelition might try
to fores the » Yo ean, howevar, venture & good gusss on both
thase poinis: On quastion of the maximmm market, ws would without hesitetion
ralse sur original estimste of 27,000 potential oustomerm to &t least 50,000. Twe
recant evemisn come te wind which support this minisom astimete: the fact that over

|
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by Josshism A. EREBNDY, tie lesding Gerwen expert oo the subjeet, over ;
176,000 ssples sines its appearsnse an the market is 1553, Thess itess, among
wmmmmmwmmwmmmm ‘
Mmummuwwuutmmmm.
mmuww.mummmmmmmwm.

%
%
E
5
%

probahly at a faster rete than during FY 19559, sines by that ties we sosld soti-
eipate waxtmom eperation s efficiensy of the IOCARBOCK distribution and salas
apparstus. At soms potnt in the noi-toa-distant foture we sould thus smticipate

net

Frow this point en, Sehlagseig would be self-suffiaisnt; sny profite derived from
it would be nsed to ecmasliduie or sxpand its bold am the asrkst and to sdecxch its .
owi salary and other overbead. This wwald mean, in effest, that the KECAGE staff
of LOCASBOCK would be redmosd sutomsticaily {the present foster ximus these

|
23, Xs thts long-renge Apegulation we have delibsrately avoidsd postulating J
mmmmmnmmu.mumm&aﬂ |
oparwticns. ¥e have thus igrnored the incressing possibilitiss of CAMNASH and
Defenne Ministry purshase of LCCASSOCK sarvices which would favorably modify our l
finsnelel foresasts. Presumably nagotiations with CAWASH on the questien of parti- | |
alpation will get utxierway in the nesr future; there have besn signs that i
CAMOUTIIUL way at lesst be willing to consider tiia idea (aee EGBA-50515, 12 June |
1958). mmm—xmwwm¥4hummn ’
talked persomally around 1 Septamber iz Been, s in CANASR [
sponscrship of Sehlagseug as a propagands medius in East Germeny (CAMASR te Ing |
the publfcation in tndetersined guentitiss for DN 1.00 for direet LOCASSOCK E
distribution). This deal is stiil 1n the ewbryunic stage, dui 1t appears to have ;
|
|
|

a good chanse of materializing. As a preliminary, Ideotity-14, in the ssme talk
with LOCASSOCK-1, did engage LOCASS5GCX's servises in a ons-shot mail distriution
of 800 ocoplies of & ¥est German tesdnical Jowrnal, Identity-15, to Esst German
arahitecta, &t a flat rete of DNW 250 for 1,000 sopleas, Thias distributiom xill
apparently be isplesenied iz the pemr future. With reepedct to the Defexse Kinistry,
LOCASSOCK -1, on the sams trip to Bomn, renswsd his previcualy eloee contsst with
Identity-16, and as & resuit is reportedly being comsidered hy the latter as a
regular consultant to Ydantity-16 e matters relating to propeganda vis-s-vis
East Omawany. At the same time, ICCASBOCK-4 is following up through his cwn
Defanss Hinistyy somections the posgibility of Defenas Mixixtry intevest {n :
Schlagueng az a Bundasyilyr iunformstionnl sedfiws. This lead was inspired by a !
recect West Germim press articls in whioh Frens Joseph STRAIRS wasn guoted as support-
ing the propagation of Jaxz within the Bundeswelyr {a copy of the press item is
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peing farwarded ss Atisshwent F far sddressess’ inforwstics). In sll thase cases .
mwwwmmwuw-mhw,un !
would ot want to underestimate this potentisl cvotridution to svewtusl LOCASSOCK |
ocommerolal sover vishility, We must, Lowever, axclude it from sonsidereiien in i
MMWMmMuwwmanw i
oxtent or oature of such support. }

3. We have tiaas linited ourwelves in this paper to thoas factars over |
which, ¢o & greatsr or lessesr extant, ws bawe sams oaltral. With thene Ifnstors !
in mind, we heve Do hesitasay in predisting the ovantual sacoess of ;
commercialization. The rate st whisch this objestive ia achisved 1s admd |
aubjeet to variadle influsnoes md corditions. ZBut the dire of the program |
appears to us to be unmistakable., There is « aizable tive damund for ,
the publisation: tha net cost of the progrem will be reduced and eventually '
ol iminated--even under & redused projest buiget; there iz po compstition in sight |
whioh could comostvably disrupt the present mmd projected rate of scsmeroialisation; |
ad LOCARSOCK's perponnel end talent Ave gensrally sufficient to earry the l
progrea through. o bastis of these gensral conciusicos, we propess thatl i
;wgmmamummaﬂ&mmmmunum- !
with & view te ashieving fxoreaming viability and, correapuxdiingly, & decreass in \
the net coat of the program under a reduced LOCASSOCK budgst Ny the evd of WY 195:. |

|

the prierity of cbjsotives listed in paregreph 2, and from our csonsluding commsuts
in parsgrapts 26-22 shove, we agves thxt the primery chlsotive mist be to provide
a parmanent cover for LOCASSOCK vperstions. As & weans to this snd, we belisve ‘.
our cantinued suppert of commaraial izaticn--to itha exteant required ky |
normal csmpetitive market carditions and by the desireble secandmry objective of !
self-suffisisney avd, ultisstely, profit--is fully Justified. Im this memse, |
we do not regard e preogrea an a speculative investeent wreleted to LOCASBOCK |
opersticual purposes. It is, in omr epinian, a logioal and destrabla investmant |
in the loog-terw ssintenance and use of LUCASSOCKE ss a KUCASK operational instru- 'l

beet: discussed at length with LCCASSOCK-1 (before the revelpt of Referenus D,

inaidentally). He 15 in genersl agressent with the dsscripiiens and projections
we harve mede with regaxrd to the eventual svacess of commercializstion,
notuithetanding bia original reluctanse to desert the un et of politieal
varfare for a bastard sxistencs as & half-politisal, half-commeraisl entity. Om
the sssumption that the gpportunity to press for somssrcial vishility weald not

be preciuded for cperational rsascns ad that the XUCALE capaoity of LCCASSOSK i
would be retained, we also brosshed with hia the question of reorganizing the |
KUCAQR staff of LCTASNOCK and are prasectly in the process of weridng out an oper- |
ational progrex aleng tha lines euvigaged in Eefereance X. This program, whieh i
will imclude our pressnt proposals for a continuetlon of commsergialixation; |
will be forwsrded xhortly, togetser with BOG's portion of Y 1959 project ‘
renewval data, per paragraphs 3 and ¥ of Referencs D. “

|
‘7
32, We should note here that the data and concinaions of thls snalysis have |
[
|
|
|

™
Ly
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Identitien:

1. Heinz Wereer VWalter LUKASZ (see EUBA-5100%, 10 July 1958)
2. MWW(“M&.HM&W}

3. Wermer KAUSE (see BEBA-508M8, 7 July 1958)

A, rPaul Augoet VAGHER (ses BGHA-A9634, 8 Hay 1958)

5. Ouenther Otto Raimer SCHNIDT (ses BOBA-30657, 16 Nareh 1956, s
BGBA-30698, 19 MareR 1956)

6. Siegfried SCRANIDT (sae EGBA-AJRLY, 15 April 1958) ;
Te @MMM(!Q&M.%MM) I|
£, Margzrete KGilB {see RGBA-A032Y, 27 Mareh 1557) |
Y. Christa DUCKICE (ses ROBA-3361, 7 Juse 1956} ;

|

10, Ursdls PRAST (see EGBA-33061, 7 Juns X956}

11. Gertrad Narissne Hildegard MRIXE (see ESBA-AGB6, 27 September 1957)

12. Petra Xarin Heid! MOSUENEE (see EGBA-50741, 26 June 1958)

13. Eriks Serta XSOMEEICH (see MBA-SO742, 26 Juna 1953) .

13, fou von HAMEERSTEIN, Chlef of the Prease wnd Informsticn Disnst in the 3j
Gesamtisutache Aintaterius ;

15. Merk ynd Zait, Nontssoitung des Dextachen Weribundas |

16. fem SAGNER, Chisf of the Xinisterial Busro in the Defense Kinlatly,
foraerly perestdil refarent to Xalser in the Sessstdsutsane Ninistry. :

Distribeticon: i
y

3 ~EE s

2 - G083 !

|

|

;

1

|
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Adn/gm  EdLt.
1. K. H, MARBACH M 2,678
2. M, SCERI TS
3. K. LHSGNTOR 500
4. X, SUKOFCBAN 2

G. RECIORN

¥. SDHRCERR
U. BEINEMANE-REVES
P. BOCHEIN

A. JOI

H. LUSASY

R. LOMBAEDING
I. SCHORFWLERR
D. VOARY

H. BCHEEIDER
Ch, HANANN

g. PIRX

1l.

13.
1%,
15,
16.
7.
18,
19.
2.

R, RARBACH {bem.)

¥. IRUSR (bem.)

E. VOBILOM

H, AURAS

G. XORB

X. keas

G. SCANIT

P. WAGHER

Ch, HALM

Chr. BUCKICH

U. PBASY

G, MEINR

P. NEGEERITER

E. KAUSREICE

LEUDIXR/BCRINOEA
TOTALE

2.
23

M 5,560
Kaitorisl 8,099
Fredocticn 2,868
Distributfon ;,:@

Total Manthly Salaries DM 19,516

Totala: Adw'Ves

i
TH 5,560 UM 8,009 DH2, 68 TM3,388 DM 5.43

DM 31,8580

1,050

8§ BE¥EB%ER

Frod.

—————

Mstr. (Seml.)
.198 (268

M 150  OM 180

1008 (1500
1008 (790
€% (253
230 1008 (2%
28 (100
2% (15
1,000 28 (230
558 1008 (528
5%
166 166 25% (&3
300 6% (580
300 AooF (300
300 1008 (300
210 2L (68
0 2558 (75
300 5% (715
a3 8% (53
265 &g (65

'WW”IW&WW‘(MW&'M&M'M
tablated in Attactwent B Dreabdowss.)

Distrilution:
? - EB
2 - Cok
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