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present & dstailed pleture of the editorial, predustion and distribution aspests
of the progrwm. A separets seoilon will deal with the fimsaeial aspests of the
program. Nare su amalyaia of eowts wed incowe swer the experimemtal pericd is
usod a5 & basie for esrveoting ovigiml sstimates asd for projesting cur bdest
sssestment of future mEg viabllity. The aext sestion 1s oconesrued with
the KUCAUR aspesis of sommrsialisstiam, i.e., the distriduiien of &
- for KICAGE target sonsumption. In the
note owr sonslusiens frem the feregoing veview aad, based

thereon, attampt a faresast of future commsrwialisation, within the Oremewsrk of
tie buigetary limttatiess aythorised smd the preposals recommendsd in Heferense K.

PURPOSES AMD GRIBCTTVER:

2. The ides of LCCASSOCX sommereialissiion has besn under

e - dum“
mmﬁmmmﬂMmﬂm(mM3lﬁ.
13 Dessuiber 1955). From the very begimuing, ecawerefslisetien wes scnceived Ny
mnawmm-tmmn.umm“thmn
mmmmmmumwmm
into whish LOCASBOCK was baimg transformsd, Simce that time, legslization
honn aseoomplished, mumcwmm.w
mqawm-u-nmmmwmq
by KIBARK's 768 equity heldiag (operatiosal semtrel remsiatng in the LOCASBOCK-)/
came offiser relatisnship). Corvespending ts this develogpmant, the idea of
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coumerelialiving & portion of LOCCASSOCK sditerisl, produstion aod dilstribetion

Mtr.nnmllmtalmliﬂhn.mrwhﬁaﬂ“nmfw
serious sensidsretion. In discussions betwesn CO8, Headguwrters and BOB over

the past Fear, the sdvantages of this atep were reviewsd., 1In probable arder of
1aportanos, theay way be susemrized az follows:

a. Commsrveislizstion would provide the only perwsnently satisfastory |
sover apprepciate to the newly inovrporsted ILCASSOCK publishing firm., EHy |
lsnding sulstancs to ths legal forw, it would amtomsiisally supplement the
funding sed leghl owmership of LOCARAONX wia L. I xod therely
help sereen: XKIBREE opersticnal intsiest in the fire, As omr utilixation of
LOCASSOCK faailities bacooes more selsctive, the Dature sod organization of |
the fire would scre sliossly spproximste that of a lsgittsate publishing \
houss ad thus samflim the legitissey of LOUASSOCK in the syes of the Geremn |
commnity. Yhe sstablistamat of lagitisate saamereizl cover would of acurse |
becoms of parmwamnt importanee if XKUBARK were ever ohliged, sither bocanse |
of Gerwan politicsl developmsntsz, e.g., remifisation, o as the result of /
interval operstiicoal requirenstts, to trunsform LOCASBOCK into s third- ;
country cpayation, In tids eventuality-—aduittedly spesalstive at the woment \
bat sertaialy not saanluded as a poasibility in long-reoge pianning--the |
advamisges of & firmly-founded, indepsndsat semusroial besls in West Berlin ‘
{and Weat Cersany} for propagsnda oparations ints the Soviei hloe are self-
wvident. Again we asbume bare that 1t is o long-term intention to maistain
the LCCASSOCK project as & lsgally-owned XIUCAGE asset, albeit oo a selective j
finanoial s operstional baaxds. GOo this assumption, and regardisas of the :
status of the firm as 3 "revealed group” vis-a-vis ERGROPING or of the extent
and paters of HBIROFING coperetionsl partisipation in the future, owr o i
long-vrange operaticnal interest would be enarwounaly bewfited by suwsh indepen- \_
dent cawmereisl sover. ¥e agree with Xefuremze E that this is cartalinly tne |
®aost compelling argusent for LOCASIOCE crsewreialixation.

b. The develcpmant of commereisl oapacity--inooms from sales and,
yoaszinly, the stimmlation of fimanatisl interest in [OCRESOCX oa the part of
aviside backers--woald provide the basis for a msssure of gradually ineresa-
iug firaneial indepentenas for LOCASISOCK.

2. Commareialization woniid probably improve the shances of HRGRGPING
interest and partisipation in LOCASSOCK. This is sdufttedly a temtative
anm.mhumm_wm
HEGROPTNS sgenaisa mey ums in svaliuating LOCABSOCK's usefulnese, We strongly
‘suspest, however, that evidance of IZCABSOCK'a competitive vitality, 1ta
rppusrense of opec sl above board lsgitisagy, snd ita avewed intarast in
maintaining an "all-Gerwsn" theme in its comeereial medis would axert a
dliatinetly favorabls inflnesoe on future BROROPTIG consideration of LCCASSOCK
EOCAGE sapabilities.

4. Commreializaticn would undoubtedly be sffeatsd, ifmplistily 1f mot
expliaitly, by XUCAGK infiuenss sxertad by the case offlowr, to the eod that
the scamerolial media would abword "dilluted” XUCAGE themes and thuns aagment
sxigting XJOAGE qperwtions in West Osrssny ant other Westera Euvopasn
sRmtriss in wdek such wsiia ware oarksted. Beyond this, direet explodtation
of the publisstion(s) as KUCAGE medis eould be contipusd vis LOCASSOCK madl |
distribation inte the Soviet hloee.

3. On the streogth of the above conatderations, we proposed in Referemce A
& jrogram ef linited LOCABEOCK coumervializstisn. Sehlagzsug was selested as the
most proatsing omdidate for this purpose, although Pernsshreiber was also so&- !

sidered to heve seme limited potential as a sowmerviniised publiostion. Our :‘

resscns for selsating Sehlageeug ars detailed in Rafevenso A. The prestioel :

mzmmmmmumxumw.mu;mwm |
ungertainty, the lask of relovant businmess experisnocs on the part of both LOCABSOCK -
1mmmmuwmummmmormmm-

tion L this parttoular field. To provide a relisbls featunl basis to minimize !
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perisd, Our preliminmsry and nsessserily tentative estiwmies of produstien, dist-
ritgtion, sasts and ineoms over that period and sur tsstative projestion of

4. ; i The saduinistyetive burden of commercializetion.--over
and above maintenance of the editerial staff (see halow)-—was not saloulabls
at the time the Hefezenas A repert wis written., The reases for this ia that
relovent 4ata enabling us to saks s pro-rated sstiaxts of ovearbond
sosts were not svailable, This Informstion kas ainage besa by LCCASSCCX-1,
ad we Sre Dew in & betisr poxitian to sssess this sepedt of the progrim. It is
ostimmtad that approximstely 108 of LCCASSOCK-1's tims and effurt has beem devoted
memtmimm. In addition, sbout

of & ‘s adsinistrative meabingry has beon wtilised for the program. The
resainder of LOUASSOCK mdmintetretive sapsaity sontinusd as before to be allotted
to KUCAMIE astivitisa, An exseption to this genstal saiinats wast be sads in the
aase of cwerhead costs of ILLCASSOCK pumblic relations efforis, the
wes devoted te sommereializsiion during the experimental period. The high point
in this reapest was reached in May, vhen & streng ) delegation sttended
the Prankfurt/H jasz festival mxl the LOCASSOCK shisf travaled
throughout Vest Sermmny, Austria and Switzerliand estahlislhing marketing outlets
through sagasins sales ngensies o8 consmt halla.

5. Rat 1 The aditorial ataff of Schiagpzeug was scpended aligitly after
began., [CCASBOCK-6 ia, of cowrse, the oblefl editar of the
publiocation. Ris Joumalistis talant and his amny professional contasts in the
field of Jaxz are resognized as major assets in the pregrem. Undar him fs ons
full -time employws. Identity-l, who is & scotributing sditor and techunfeal
sdvisor on the intrissaiss of Jaxs (bired in June), and one part-tise wewrier,
Ientity-2, an sditorial seorstary. In addition, two past-time editors are
snghged on A regulsr senorere besls: LOCARSOCK-2 sontributes regulariy to the

and Ideutity-3 is alse partially engsged ax a sontributing editer
(sec Attaghuent B). Other sentrilutors are o write specifis artialas

6. The editorial technigus, format and contsnt of the new have
already desm sommented upon in Referemces A amd C. As a Dirther point relerencs,
sanple copies of the July sad August issuves (2% and 28-page editicns, yeapectively,
mn?umumm)mmwwwunwn.

ve commeroialized issues thus far prodused, the development aof Schlagyeug
as an stirsative, informstive said teshnieslly respousible Jourmal of jaxs ia
apparent. In this gresing-up procsss it has expsnded frem 20 to 28 pages, insrveased
the quality and awsber of artisles of intersst to jJasz students asd fans {ineluding
scntributions by leading composars, critios smd Jazz leaders), devalaped its own
interaxticnal snd specifisaily "all-Gerwan” approash to Jasxs (tberely maintatming,
ineidentally, iis usefuluess es & KUCAGE sedium for Seviet blos consumgtion),
greally improved the varietly snd attractivensss of its "filler” articles ("in der
preses”, cartoons, latters to the editor, a "Jasx pussis® series, stc.) sad--in
genaral —hns graduslly come to be resognized bty Jazz sxperts snd fams alikes as the

lisison arrengensst with the Pederstion's Fraokfurt/N offise and through preferential
franshises given the magaxine at future Federatiot-spensored scnserts snd toure.
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. Comtioning on the prastiosl aspests of Jel ‘s editorisl content,
umln.aummmwnmwm assompenied 3y a
graduval increass in the musber of ads appearing ta the publisstico, M
mmuwmm:,wmwwmm
.mwmmwm.wwuwwmu
foe baxis. MM&RM%WWW@&EM
soonar thao wes snticipated sad thus "fattanad™ 1ts @ize to aa extest semmmmnsurate
with its P8 1.50 sales prise. It 1s expected that a3 tiw nusber ol ads ineresss,
wmmmumuwntmwmwmmmm,
of soursa, with Do inorease in the pressnt sales price.

8. tiom: The produstion schedule of Sehlagroug over the axperimental
poricl can as fallowsy
¥aroh (April issus)}, 20 pages 10,000 aoples
Aprsl (May tasus), 20 pages 10,000 saples
dny {Ams iamue), 23 pages 13,000 eoples
*otal produstion 33,000 sopies

of whieh

Durk. of oapies awvailable
{ssvoral outlats, including KUCAGE distritutien, hed to be provided for stimsltan-
asously), and ovr instrections mot to become involved in long-renge sosmiiiments

i
|
2
E
|
£g
|

10, mmmwlwmwmmmmm-
butlion during the exparimental pariod: Idantity-¥ was Rired in Ray to take ghargs
of the Berlin comseraial distribution apparetus. Befors he wes brought in,
Idantity-5 was almost wiclly coompied with this task. After May the latter's work
vas asore evenly divided betwesn Schlagieug and KUCACE distribhation sotivities and
m'mimmmufamim&mmmmmu
mummmnmumm-ﬁnwumumm.mmmnm-

lapd, The other tw full-tise employoes were Tdemti +» in charge of the newly-
eatadl ished public relations {and pc tridution) office im the
Went Osrwan Jaxz bullding in Fraokfwot/N; and Idextity-7, s distribation

elerk. Tt iy estimated thai 25¥ of the work time of six other LOCAESOCK distri-
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bution office clevks, Identities & through 13, was devoted to
commaraial distrilrtion during the peried (soe Attasiment B).

11. The foliowing Preskdown abows the month-Ly-sontd comssrsial distrilsstion
of | during the thuee-month peried. Note: Theas figures represedt out-
m;%mamm;mummmmm
varisty in distridbotion following produstion snd the tupresticality of subsequently
matohing éistridution results with & particuler issve's produstics ruc, a aingle
sonth's figuwres do not necassarily reflest the diapositios of eoplen prodused in
the tmmadixtely preseding momtih.

Aprtl  Mey  June  Totals

Pres zasple sedles regularly
sent vin post offise wagastine
agessmt to olubs, businecyes
and individuals ST4T7 3987 103 13,837

Con-tine selilings direstily
from LOCARBOCK to potantial

oustoners 1088 G80 1303 3,488
Supplied to magaxine sales
agennios 5 1650 1925 3.685

Supplisd directly by LCCARSOCK
to indtvidoal newsstands (klosks) €30 1210 s 2,572

Totals e TET= Q163 23,462

*The remsinder--that is the differeuse betwosn thess totals and the Dumber
af eopies sevailabls in ssob senth--wes held in reserve for specisl sales
affords at jesx ocnoeris, fer XUCME distribution {see pares 22-23 halew),
and a3 & ressrve supply to meet sommorcial demmaxis for baok coples.

13. mummmwm.uwzmummmmm
tabulation. The cost apd insowe sapeots of these resulis ars Glseussed in another
ssotion belew, The figures in this tsble repressnt Individual sales, regam<dless

umm.mmammmnmm,
do net reflest a one
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April My Jong Totals
Sald threvgh saies agenciss xn ok 167 262
Sald by fudividual kigeks 166 A8 06 Te0
Sold at Jams comearts 2N 666 T G306
Sold via indtviduel sad-
seriptions B K] & .t
Totals 16 1063 570 2,089

*Partial vesults axly. Complets reports on Juns agency sales in Vst
m,mwmwmmmm&.uammm.

tne drep in aales from May to June in this sategory is sttributskls to the
almost sosplate suspenaion of conpert parformmces during the mmmer ssason.

eorreat and refine these original estimates. Por oomparstive purposes, the
given below. (Sslary paymsnts aa of 1 July are sepmrately tabulated in Attask-

relations, salse prometion 3,151
nPplies & sxpansss 5,137

taxen 62, BN 131,199
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Pﬁﬁm&m_m: :

Inside printing e 3,291 ]

Outadde printing & klischees 11,788 15,079
Diatribution: :
Band distridbution expenses 73 ‘:

¥ail distribution expesses 4,303 I

Regular distribution fees _2,096 6,802 |

Total avsrege satihly, non-salary "
sapendisures DA 35,067es ‘|

16. The porilen of the above expanditures direetly incurred My '.
commeraialisation over the ssme pariod, parallsling the ahove cost ., |
is tsblulsted below: |
|

Administretion/menngament ; :
Euployes bemefits M 283 |

Saleas premoiion 1,008 ;

hoo
inocwe ) 620 oM 2,629 |
satarial ‘ 913 4

533
Outside printing & Kllstess 3,281 3.8 |

Ma1l distribution sxpenss FKolowse

itures far Jahlagoeug sommsroialization o 7,7k2

i 17. mmmmmxswmmmmmmt
interpretatian:

a. mmmm%wmw“u

Sehlagamy ummnumn.x.c., it ia uamd imter-
» and b ssunot

“mm.wwm;mmmmmm
mﬂnmlﬁﬁmﬂm;mmmw‘m
period of experiswmital cocomeroialixstion,

1 mmmmmmmmmu the hil)
for mmmmmmmmrmw n;rmum
Sshlagreug XUCAGE distribution inmto the Seviet Bles. ’
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falrly be pigacon-beled as either KTAGK or commsveial. In this sende the
wanpower pergeniage slicttwanis to Sehlagseug in the Attashment B list sre
Muﬁtx&ynﬂhnﬁnﬂaﬂawmmm
and effort devotsd to KUCAGE oparations.

b. As oA be Baan from & scopariscn of the ssat data of parsgrapts 15

and 16, '
um::%wummmmummﬁ, In imdtiv-
idual estegories, Sshlagzeug sosts averagsd 23¥ of total adsinistretive
expenditures, 295 of sditarisl sxpsuses, 25% of total produstion soets, md
6% of total distridgtion sapsditures during the peried.

¢. From the data of parsgraph £ above, as applied to the sbove analysis
1t san be Sean that the predustion sest of the cosservialised Sohlagwevg
(editorial sud printing salary outlays) around
DI A0 per copy [TeM 913 3 s times &, divided by 36,000). This
soapares fmvorebly with maxiwon pwr unit production oost of DM .60 anti-
sipated in Attachment 5 Rafurenos A repoxrt. The distribution cost
(Westarn etly; sgain exaluding salary outlays), is tentatively esloulated at
D OM per ocopy (DM 366, times &, divided by 33,000), but will prebably
be inareased slightily as mailing cests on ssbasriptios sales bLentms known;
At the sowewt it iz conaiderakbly lower than our originel saximum extimate of
e L1C,

:
a

L)

e

:
¥

4. Mainistrative 00838 in the paregraph 16 Sreakioun wers individually
saleulatad Ny LCCASSOCK-1 and his staff, Kot surprisingly, sales promotion
costs oconstituts the acjor sbare of axpannes in this oategory.

e, The soutrast between inaide and outaide 1ag sosts i notsworthy
Dospits the faot that only & pages {2 covers end & senter pages) of sach
issus sre printad 3y an outside firm, the relstively high sost of thie
spealalized printing, plus the outlay foar quality : klisohees, far
outweighs the mon-salary ocost of the remaindsr of the on printed on
ICCASSOCN's own press. Thw basio price of eutside printing at pressmt 1a
e 1,572 for eash 10,000 coples, plus DN 120.7%5 for esch additional 1,000

copies.,
THOCHE :
1. The inocme derived from Seulagraug ooesserslalisation over the four-weath

period was eonsiderabiy less thsn antlsipated. In our originsl analyais (Attash-
nent E, Feferense 4), we mide two ervoneous sstimetes iz this regard: we assumed
snles would very quiekly reash a 1,000 monthly lwwel, igunaring the fast that this
rate could enly resuit fram a workable sales spparatus, the sarestion of whiash

proved to e & slow A gradusl process: mul we overlooked the effest distrtbution
coamissions and fees would have an the groes profit from sslss. Our original

cstimatos are therefore conniderebly modified in the light of astual experisnce.

13. The slow prosess of bullding a sales apparstus from the ground wp has
already besn demeribed in parsgraphs 12 and 13 akowve. Eelated therete is the een-

bution, but they are alss the slewost and wost diffisult to establish; eech

baad
sent the least prefi on & por-unit basis) snd the least relishie method; but
they sre relatively sasy to establish (presuming a sufffcient production »m to

shles are the aurest and moat profitable method of distri-
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zest volume requests) and provide the best wass ares cowarage which indirectly
stmlmmmiunla. Kisek sales provide the middle way: thay Wring in
a respgnsble profit; within the l1isits of LCCASSOCK distribution sapacity they
san be individually engaged witheut toc meh difficulty: and thay provide a
basis for at laast loogl ares ocowersgs.

. Thase ithres coamaroial ctannals providsd the sere of the LICAESOCK
marketing apparstus during the saperimsutal period. 3Speaisl salse stforts via
jasr conosrts wers an Important adjunot to these methods bat welw neossanrily
acnfined te ad hes sswpaigns with widely waryimg profit margine, depesding om
individual eonsert wenagement’s dessnis, and ware therefore leus cunsistentily
reiishle. Through the deweleping liaison arrungemmnts with ithe ¥Yest Oerasn Jazsz
Poderation, however, 1t iz expecsiad thet this chmmsl will bo aore firuly estab-
liahed in the neay future, through » spscial frenahise for sales at all
Pedarstion connerts, snd will coustitute a permsasnt and tahle fourth sare
to the LOCASSOCK sales spparatus. .

2. Incoms fram sll LCCASSOCK sales and distridution astivities during the
thres-nonth paried, April-Juoe 1955, smoumted to DN 1,416, This ineiudes
EOCAGE asector bhovdmr ssles, incoms fross LOCPAGRY for distridutian sevicews ren-
dered, frwome froz & gingle Fernsohreiber sdvariisessnt, as wall as incese frox

commercial sales. (Insame from sdvertissasnts had pot yet
beos received at the s2lose of the } Schlagxeug income from
sales is eatimated to De DMW 756 of this total amount. Again, it should be noted
that this income csomot sorrespossi to the mumber of sopies scld over the pertod
(paragraph 13 sbove), since varying profit perasntages sust adply to the severel
distributieon shmmals snd, noat inportant, complete itnoons retirns from June have
#ot yot besn reesrded {n LOCASSOCK books. With thass important qualifiostions in
wind, the rate of income rom Sehlagseug sales san be sharted as follows:

April Koy June Total
Ingoms frow Schlagxeug sales 2 198 567 s 766,00

Despite the teaporary suspsasicn of consert sales during the suseer ssasos. this
increasing rate of incoms 1 expected to stutings over the soming momths, dus
particuisrly to steadily inorensing subsuoription sales. '

KGCAGE DISTRIBUTION:

22. As sotigipated in Referemoe A, KUCAGE distribution of & limited mumber
of copies sontimond during the saperimsntal period. Our Justifieation
for this bas slready besun detailed in Atteehment ¥ of Deference A and
requires oo further amplifiostion at this peint. We wamild hope, howsver, that
this sspsect of Sehlagzevy sommorcializstion--in cur cpinion, an important Ny-
produst of the pregras--will not esesps addressees’ sitention amsd that {t will be
favorably recomsidersd in the light of interim reporting on the subjeet (aee
recsat LOCASSOCX reperts snd EGNA-15366, 5 Augwt 19%8),

a23. Here we sbould 1ika to nots the bare statistiosl data on the extant end
results of dismtribution into the Jovist hise during sssh of the three

poktal ahmmels 1.6 1,827 1,22 3,973

Beak sopies mold at West

Beriin seetor border kicsks - 100 v ny

Baok coples distributed via

West Jermsn posatal channals ~ - - -
Totals 1,326 1,537 1,337 3,190
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antieipated . Brisfly srsmarized, under this phasing plen (approved by the
mm).mmuzmmgwmyprmmmmm
1amedintely to selsoted Soviet hlos target sddressess (ocarrespondents and other
selectad targets); this distridution is shown ia the firat row the sbove
teble. DBack coples are simcltsnecosly sold at LOCASBOCK's Vest Berlin seeter

]

1
i
:
3
:
;
4
:
|
i
B

distribution office for oomtinucus KOCAGE sailing vie West Jerwen postal chanowels,
theruby atpplementing the limited mailings of auwrrent sapies. As can be pesn
from the third vew in the above table, 2o hask seples vers Cispossd of in this
way during the three-monih period. However, st the end of June 3,687 sopies of
the April (Eo. 8) imsue were retinmed froa commeraial sales outlets sod wers mede
avallable for this purposs. Bagirming in July, thavefare, the originally anti-
eipatad level of 3,000 KUCAGE ccples momthly was approxiseted aod will be subse-
quently msintained.

COMCLUSTONS AND PROJECTIONS FOR THR FUTUNE.
2%, In loterpreting the above sost and income data cos paint ahould be

|
i
i
|
5
%
a
i
;
|

loval off and the differcnce betwesn coats and Snocme will he sorrespardingly
redacad. This fully-amticipated trend is more clearly abown in the Attashipedst
C-¥ graphs. Here are projected our expectations of predustion, dimtribdutien,
cost and ineems levels over the soming year, hased on the ahove analysis. These

represent cur beat satimetes of the course of Schlagmeup commsreisiization threugh

FY 1550, Thay are based primarily on the fallowing presunpiions: {1) That there

;mm%—
eotion of the trwnd and the relationsiiips between dapieted rates are well founded
on past experience, whtle the sbacluts amouts indiceted and thy tlsing sf their
realisation are to & great extent governed by sosmereial mariet snd other Caotors
whish sampt be fully soticipeied at the mossat.

o umwmmuhmnmm.mmmm
individual nen-aalsry eost esategories, paralleling omrrent expenves listed in
peragraph 16 above, csn be roughly antisipeted over the soming yeav:

a. In the adsinistretive eost catagary, eaplayse bensfits sl expenses
fwoﬂmmmmmMummm;m
cost of males prosotion would be sigaifioantly incressed: snd businese taxzes

This is eapsaislly trus in the aase of

AL
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(8% turnover tax) would rise as sales inorease, If ssles insrease st the !
recte tentatively actleipated, we shall sonsider, poasilly in the last :
quarter of FY 1953, the aivisablility of purchazing & seoond printing press \
wmmmmwmmmmm}ﬁwn :
now being done at oconzidersble sxpense by sn outside firm. With sush a |
prass, sstimated to cost sbout DNF 30,000, the cutside printing bill--sixtoh i
during the sxperimenial pericd aversgsd over SIN 3,000 mamtbhly € 12 copias——
oguid be sltwminstad aod the resslting msonthly sevings vould bs esough to

pay for the press within a yewr. As roted above, whether suak sn investaent
will prove feanille will dapand wpan the suosens of aver tim
coming montha. If comditions Justify this expanee, the of inventory
additions in thes admintstreiive/smasgement sost sategary would be imoressed
hy the prdes of ithe pross, with & corresponding decresss in the geat of
otulde printing. Ihis proepect, however, is not inslwied in the Attacheent D
projectisn of sdmintatrative/metgement costa. The grospeciive lewsl of
costs In this sategory by Juns 1990 L thus put at sround DN 3,500,

b. XEditerial costs are alac axpecied to rise over tiw somixg Fenr--due
meinly to anticiyated insresses in paymewts for quality artlcles and source
matarial. The proapecstive level ef these ooats the end of FY 1990 is

conty

sstimmtod teutatively at DM 1,500,

by
¢c. Printing and physieal producstiom will inoresss slightly, as
girculation insresses to 30,000 ocopies. The per uiti cost for the swoond
15,000 coptas will, however, bs meh lower than for the first 15,000 and thus
preclmds a signifigant over-all riss in this sost cdtegory. If a ascond
pristing press ls purchessd, as zupganted sbove, printing costs will,

this sost eategary., PMrinting coats are tins tentstively estizated to be
arceand DN 5,000 hy the end of FY 1955,

|

l

to & level 5.500, This mesns that, ’
AUBARK subuidy is reduced from DMV 48,300 to DM 35,500 momthly by June 1950 j
|

1

|

|

;
|
|

{ignoring for the momsnt the poasibility of extra gremts for apesisl oparations

during the year), the : of net (nom-salary) cost of via-a-vis
tw project subsidy decresas from a vete of 165 (Tald 7, vided by

i 88,300) to areund 185 (DM 5,500 divided hy DM 38,500). In other words, with
an expundad cost outlay for conmaralalization over thes soming year bot
oft the resssnabls expectation income will insresss st & fmstor rete than costs, | |
¥e can expest that insome will slowly and surely overtake costs and thus progress-

e .

k. itodien

|

|
7. At this point It would be difficult to projest these trends beyond June |
1953, Yor one thing, it is not pessibies at this stage to satimate mccurately ibe :
paxisum sarket for or wiwthar at soms point the competitios might try |
to fores the . Ve ean, hewever, venture s good guess on both |
these poinis: On quaation of the maximms market, ws would without heeitmtion i
ralse our eriginal estimets of 27,000 potential ocustomers to &t least 50,000. Two
recent evenis cows te wmind which support this miniscm estimste: the fact timt over
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20,000 pwople paid to heer Ranny Cocdman in Beriin slobe duriag his reesnt tour:
and the even wore relevant report that a standard book on jaxz, Des Jaxzhoeh,
by Joashis A. ERERNDY, the lesding Oerwen expert oo the subiest, Bas seld over
176,000 soples sines its appearsnse on the market in 1553, Theae ftess, among
many otbhers devived from the experimmntal psried, ceafirs our susploicn that the
Juzz movemsnt Iin Sermany and in Europs gsnsrally (s not enly mueh mere intense,
nore pervasive end popular, but is more prefitable thar in the Gnited Ztatea.

;
gﬁ'
zé
;
E
s
;

might try to slimtnate the publicestion from the msaxkat--ws osn only say that, for
the foressssbls future at least, the sirauistion of Sshlagsewg will prebably not

woe wight tentatively project the souree of bhepond FY 195;). tUnder s

yrobably at a faster reate than during PY 1955, sinee by tat time we sould asnti-
elpats maxinos operation a! efficieney of the LOCASBOCK distribution snd salas
apparstus. At soms potot in the net-too-distant feture we sould thus agticipate
a break-even point hetwesn ocats and incoms, that ia, inocme would than sover
gross costs and the net coat of sowmercislizatien would be reducad to serv (the
net ¢ost projestiien in the Attachnest E gragh would reash the horixzental axis).
Prom this poiat en, Schlagasug wonld be self-sufficient; sy profits deriwed from
it would be aned to ecnacliidaie or epend its bold on the sarket and to edeorh its
owia salary and other overbead. This wwild mean, in effest, that the KUCAGR staff
of LOCASAOCK would be redmosd sutosstically (the present foster minus those
perseanel whaome calariss would s covoered hy income) axd that our
finaneisl spport of the piajest eould de wrictly to nom-commereial
overbasd and XUCAGE produstion snd distributlon operstions. ¥We would anticipate
that, under sugh sircusstances, cur regulsr subaidy eould ba redused to & uinlwens
to caver only LOCASSOCK non-ecmmereisl overbesd costs and that the remsindsr of

finsnalal foresasts. Presumably nagotistions with CANASH on the queation of parti-
alpation will get utxieswsy in the nesr future; there have beeu signs that
CARUTHFUL way at leosat be willing to consider thia i1des {eee EOBA-50%19, 12 June
1958). More recsmtly LOCASSOCZ-1 hes reported that Idsntity-18, with whom he
talled parsonally around 1 September i Dem, is in CAVASR
sponscrahlp of Seblagzeug as & propaganda medium in East Germssy (CAWASH e buy
the publication in undetersined quantities for DM 1.0C for direet LOCASSOCK
distribution). This deal is still in the eslryunic stoge, dut 1t appears to have
a good shanse of matarialixing. As a preliminary, Idectity-14, in ihe ssme talk
with LOCABBOCK-1, did engsge LOCASSCCX's servises in a one-shot mail distribution
of 500 aoples of & ¥est Gersen teshnteal Journal, Identity-15, to East Gerwan
arshitects, st a flat rete of DN 250 for 1,000 aopies., This distributiom will
apparently be isplemerited in the pear future. With reepect to the Defense Ministry,
LOCASBOCX-1, on the same trip to Bomn, reseesd his previcualy eloee centast with
Jdentity-16, and a5 a resmit is reportedly being considered by the latier as a
regular conguitant to Identiiy-16 e metters relating io propeganda vis-s-vis
Ezst Jermany. At the same time, L[OCCAZSOCK-4 is following up through his own
Defense Ninistyry sombsotions the possibility of Defwnse Mixistry intevest in
Schlagzeug as a Bundeswinr informstional mediwe. This lead was inspired by a
resent West GeTein press artiols in whieh Frenz Joseph STRAUES was quoted a8 support-
ing the propagation of Jaxs within the Bundeswelr (& copy of the press item is
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being ferwavded as Attsshoent ¥ for addressees’ inforwstion). In ali these cases i
the posaihility of future HEGROPIND support of LOCASSOCK sa be swsimed, and we 1
would not west to underestimats this potential cootribution to svewtusl LOCASSOCK |
comssrolnl cover visbility, We must, Lowever, axclude it from censidesetion in i
the pressnt soalysis becsuse we have ne way of knowing at pressnt Uws timing, |
extet o oature of such support. I

30, We have tinm linited cutuelves in this paper to thoas factors over |
which, €o a greater or lessesr extant, ws have sone centrol. With thene faetors |
in mind, we hawe no hesitascy in predieting the oventusl success of 3ahi j
commercialization. The rute at which this objestive i3 schisved 1s adad !
mubjeet to varisble influsnces md conditicns. Yot the dire of the progras |
appears to us to be unmistakable., There 18 « adzable tive demmnd for ;
the pubdlication: tha net ocost of the program will be reduced and eveutually ‘
ol indinated--even under x reduced project budget; there iz no competitien in sight |
whioh could comcaivebly disrupt the pressnt smd prajested rate of scemerotalimation; | .
and LOCABSOCK's personnel and talent are gensrally suffiotent to carry the |
progrea through. On basis of these genaral sonciusions, we propess that i
;h%fmmmnmu&mmamhthm“m- !
with & view te ashieving Inoressing viability snd, correapuxdingly, s decresss In |
the net coat of tha progrex under a reducet LOCABSOCK budget Ly the end of PY 1953, |

|

EFLLGOR

|

31. This repert was completed Sust as Reference E arrived. In aditing the ‘,
finsl drelt we have kapt in mind the proposals and idess af Rafevence X aat have |
|

our cantinued suppert of commeroializssticn--to tha sxtent required by i
normal cempetitive asrket canditions axd by the dasireble sscondary cbjective of 5
self-gufficleney svd, ultisstely, profit--is fully Justified. Inm this senwss,

opersticual purposes. It is, in omr epinion, a logioal and demirsbls investmant
mmlmmmmmamaamwmm-

bems dimcussed at length with LCCASSOCK-) (bafore the recelipt of Referencs D,

inaidentally). He 13 in geners]l agreement with the dasoripiiens and projections
we hare ads witk regard to the eventual suscess of compereializatian,
notuithetanding dis eriginal reluootance to desert tha un aredw of politisal
varfare for & bastard sxistence as 2 half-palitical, half-commeraisl entity. Om
the sssumptica that the gpportunity tc press for sosmsreial viability weuld not

ummmmmmwmmmwtxdw i
Whm,nmmummmmummm I
mmnmmmwm:mmm«mmmmw~ |
atiomal progree aleng ths lines savisaged in Eeferance X. This program, whieh i
will imcluds our present proposals for a continuatlion of commeraial ixation) |
will be forwarded shortly, together with BOR's portien of PY 195 project |
recieval dats, per paragraphs I and # of Befarencs D. '

|
!
32, We should mote here that the data sad consinaions of tiis snalyais have |
|
|
|
|

™
L
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Identities:

1. Helinxz Wereer Valter LUKASZ (awe ZOBA-S1008, 10 July 1958)
Z., Ina Marthe 3CHORPYLER (swe EGBA-40321, 27 Marsh 1957)

3. Nermer KRUBR (see BEBA-508ME, 7 July 1958)

A, Paul Augaet VASHER (asee BGHA-A5634, 8 day 1958)

5. Ousnther Otto Ralnar SCHNIYT {ses ESBA-30657, 16 Naroh 1956, ant
BGBA-30698, 19 Marek 1956)

6. Siegfried SCIMIDT (sme EGBA-ARIL, 15 April 1952)

7. Christs ¥aria RAUN (ses ECEA-M26Y, 18 April 1988)

£, Margsrete KGNS (see EGBA-A032), 27 Mareh 1957)

Y. Christa DOCKSCH (ses RUBA-33061, 7 Juna 1956}

10, Urmils PRAST (see EIBA-33061, 7 Juns 1956)

1l1. Gertrud Marisnne Hildegard MEIKE (see EABA-MAOB6, 27 Sepiember 1957)
12. Petrs Xarin Heid! MEIBNGITER (see KGBA-50781, 26 June 1958)

13. Eriks Berta JRGEECH (ses XE@A-SOTE2, 26 June 1958)

13, fnu von HAMERRMTEIN, Chisf of the Prease und Information Dianet in tie
Geaamtiantache Riniaterium

15. Werk und Zalt, Yosxtssatltung des Deuiachen Seridundas

16, mmmwwmwmmummm
Toremrly peresswml mtummmmmm;.

Plstribution:
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Revised Fereonnel List - Persuns Hegularly Engaged or Reploged as of 1 July 1958:

1. K. H. MARBACH M 2,675 .16% (268

2. M, SCENZ T

3. K. LENGNIOX 500

4. K., SUKOFCBAN Mz

5. G. BECIOWN M 150 OM 180

6. W. STHMERWACHER M 1,880

7. U. REXNEMANN-RIFRER 1,500 , wag (1500

£. P. BDOCHIM 1,050

G. A. JOIN 225 525

10, H. IUKASZ 700 1008 (Y0
11. R. LOMBARDYEO 230 7

12. I. SCERSVIRS 169 a3 R (253
13. D. PORRY 308

1%, H. SCOMETDER 50

15. Ch, EANAMN 238 238

€. 6. PIRK 211 a1

7. 8. scEmarw 230 1008 (2w
18. R. NARBACH (bem.) 400 8% (100
19. W. XRUSE (bem.) 00 2% (5
20, E. VOSSLOE 1,000 26 (20
21. B, AURAS 558 1008 (5ES
22, G. XORD 508

23. K. KeEB 166 166 258 (&3
24, ©. scExIT 900 6% (540
25. P. WAGHER 300 3008 (200
26, Ch., KA 300 1008 (300
&7. Chr, BUCKaCHR 270 25 (65
28. U. PBAST 00 5% (75
25. G. MRINR 300 o8 (7%
30. P. BBUERSTER 23 2% (53
*31, K. KNOSREICH P60 =8 (65
32, LEUDYKR/BCRINORA _1%

TOTALE THM 5,560 DM 8,099 DI2,468 TM3,389 DM 5,493

Totals: Adw/Ngn DM s,ssa
Kai toris) 8,099
Freduction 2,868
Distribution 3.3

Total Momthly Salsries D 19,516

*lLeaving LLCARSOCE ewploy in mear future (oot inaluded in “distributien”
WHAWBW.) selaries

Distribation:
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