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AMERICAS GOHSHLATE GENERAL 

B e r l i n , Germany, J»ne 1 9 , 1 9 3 3 . 

SUBJECTS A ferief resarae of noise of t h e » # j o r a s p e c t s 
of tli® eeonomi© e«̂ d o f r l l t i e e i s i t u a t i o n In 
Germany, 

I 
THE HONORABLE 

THB SECRETARY OF STATBJ 

WASHINOTOH. 

SIRS 

1 have tim hmo* t o r e f e r t o t h e s e r i e s of 

deepetehee wh*.fth I have trasntsslfcteci t o Ike &sparfc-

jsent w i t s r e f e r e n c e t o t h e s i t u a t i o n it- Germany s ince 

i««r«h 5 , 142-3, a M t© tras&istt tfce fo l lowing afe* 

s e r r a t i o n * oti t h e p r e s e n t s t a t u e In the eeonowle sod 

p o l i t i c a l f le l&e* 

fhe Department i» aware from t h e informat ion 

«n..fth fatas reached i t frees till® Coaaulate General and 

from v a r i o u s aourcee t h a t t h e h i s t o r y ot t h e Mat lone ! • 

k o o i a l i e t Goirernme^t l a Germany e inee March § I s tkafc 

of a o c t r e v o l u t i o n a r y government*. I t i a a government 

e&ieh ea^e i n t o pow«r having »aoa al, i a o r t a and th® 

jB#«t eopoftftd of promise© t o i t a fo l lowers* There wee 

ft pe r iod of we»k» of d i s t i n c t e©".fttalon da r i ng which. 

every element i s t h e p a r t y •*« endeavor ing t o b r i n g 

i t s 



•ta aim* |i inwadiate fruition* The primary lead«ra 

of the party confronted toy ressooaiblllty for ths fete 

of the ̂ &oie of tne slxty*f lire ail;? ions of the German 

population found tnejneolvea from the outset hteined In 

by reatrletlon* which they had 'before never dreamed of 

end by condition® which they did not know, existed* 

The primary leaders have under the cohering Influence 

of reaponeibility beeome steadily more moderate in 

practically all of their flows and have in many waye 

endeavored to translate thia moderation into action* 

!f#ll•informed p«rsone* however* seem to be of 

theooplnian that the mac sea of the Katiê al̂ Socta'i let 

party have regained as radical, at tt the outset and 

that for the irseat part the intermediary leaders of 

the party, wfcr- hove tho.elo.neat contact wit':: the 

was&ee* are practically as radical as at the beginning 

of the movement and art distinctly restlesa under, the 

sore moderate influences wPUh are coming from the . 

top* In say deapatch So* 1S69 of gun® l?t 1955, I 

have endeavored to show hoe the higher leader a of 

the party wouli life* to carry through a snore moderate 

policy with regard to ths Jews and have ewcceeded In 

stopping physical violence* but have not been able 

SS sarry through the whols of their more moderate 

program, I have ventured to predict in the deapatsh 

cinder reference that they will not be able even 

under the weat favorable sire treat caeca to carry 

through their asoss moderate program in Its entirety 

with 

tho.elo.neat
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with respect to the Jewe« 

In tfi« economic and political fields I believe 

these s&mm considerations hoJUU The early advisers 

of th© Katlonsl-Soeia.l5.st leader®, wh*> held such 

radlea.1. economic and financial wlewa, have largely 

passed into the background, and have been replaced 

by more moderate .men* The primary leaders gi the 

party, wh->sa view© en economic and financial sub­

jects were most lsunature asoel extraordinary when 

they arrived in power, have very much changed* end 

they have succeeded in exerelslng a certain res train-

tun Influence on the action of thenarty* ?here are* 

however, evidences that the moderation of the primary 

leaders hes gone much furtver than, that of th® inter­

mediary leaders and is absolutely opposed to the 

radicalism of the s».ass of the party. 

For general background purposes I shall endeavor 

In this despatch to cover Just a few of thsas situa­

tions as It may be of assistance to the department 

in interpreting events froas tiate to ti*ae» 

Tbm Department Is aware that after fcarch 6 the 

Sorernaent placed lotsjaissa**- In .practically #11 

departments and institutions, public or private. 

In order to have th© authority of theparty sade 

immediately effectlee in all parts of German life* 

fhis program was generally welt .planned, and was 

most effective* for Z think history will show that 

no r@volsition.ary kbverronent ever gained so lonsdiatt 

control 

Katlonsl-Soeia.l5.st
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control 00 e f fec t ive ly In every nar t of the l i f e of * 

country as did the Mational-Jsociajiist r a r iy a f te r March 5* 

The placing of Xewalssare was a l so carr ied through In 

soma of therwajor I ndus t r i e s , the importance of which 

the party rea l i sed and i t wished t o avoid a l l ot»sosi» 

t lon from these Indus t r ies fro® the outset* Jhe 1-seal 

feeders , however, of the party and even Individ'<als 

Has the par ty , copying the example ofthe cen t ra l 

a u t h o r i t i e s of the pa r ty , began t o r>lace Kosimlssere 

in p r ac t i c a l l y a l l businesses , large and smel lg in 

the country# This ac t ion was »& d i s turb ing t o the 

economic s t ruc tu re that par ty leaders r ea l i zed 

IssBOdlately that sosao act ion must he taken* Young 

rscii* aged anywhere from 22 to 50, with p r a c t i c a l l y 

no business experience and with no r e a l a b i l i t y , were 

placed in charge of & m® *t the »ost latportant 

business establishments of thceeuntry* In sCmo oases 

these Kossnissare were moderate* In moat ease* they 

began reorganisat ion measure© in the business which 

threatened i t s future* die of the sea t Important pr©b» 

lews in Germany natural1y I s the s t raggle for bread* 

end the p r inc ipa l object of the ever»&e Koras&ssar was 

t e make as many places for party adherents as possible* 

Experienced cien whose technical or other knowledge was 

of absolute necess i ty to o company, were dismissed by 

these Itosastissare merely because they were Jews or not 

Ejes&era of the Heal party* I t was the in ten t ion of 

the Hafcional-heeieJlst par ty through the fCosamlaaore 

to 



So 

t o reduce troraploymonfc by having the •empwlee 

take on considerable number® of sew people, obvlo<is* 

ly ch'->a<!>n from thenarty« Even In e a r l i e r woeite a f te r 

March 6 the prlreer%y leader® rea l i sed that t h l e 

placing of Kcs&lssare stuot be reduced to e slniR i 

and orders were leaned tha t a l l the Xorar.lasare 

who had been ins ta l l ed without d i roe t au thor i ty 

from the cent ra l bureae of the party* must get out . 

Every endeavor ee# wade t o reassure boslnese by 

public and pr ivate declarat ions* Most of the 

businesses are now functioning normally again In 

th le respect* 

The foregoing la for the ssoet per t a resuae of 

Information already transmitted to th© Ber-art^ent and 

1 am r e s t a t i ng I t a t t h i s fclse m background for the 

statement that th® dovormnent has not been successful 

completely in stopping the placing of Kossstssare oven 

lis SOBS of the la rger islnese enterpr ises* :fithln-

the l a s t t en days the two managing d i rec to r s of the 

Saxon Public Works* in whieh wo are very mush 

in teres ted through loans and cash advances suede by 

American banks* have been rel ieved of a l l duty* fhey 

were ar res ted ard temporarily kept In custody* Ctee 

of thaw hae since been re leased , t u t the ^hereabouts 

of the other are at t h i s wri t ing s t i l l unknown*to 

h i s friend® and fae i lye Both of these sum are known 

as f a i th fu l end i n t e l l i g e n t administrator® of one of 

the r?o«t important public u t i l i t i e s in Gerttaaye They 

have been replaced by two Keertlseare, aged 24 and 28 

years 
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•gm&m respect ively* and "both af thm without any 

knowledge of the huslnesa* Their one qua l i f ica t ion 

for the pe t i t ion I s that they are members of the 

nat ional-Social la* party* as the public u t i l i t y whiah 

they d i r e c t la one which la of primary imp-irtance in 

th<s Sta t* of Saxony, and as considerable foreign 

cap i t a l in invested, in the company, there la a good 

deal of reason for disturbance over tha reau.lt of 

th la intervent ion of p o l i t i c a l Kcaesiesare* In api ta 

of a l l the public pro tes ta t ion* by the Oovamseat 

and the party tha t there Is to be no Interference 

with bus iness , act ion each as tha t recent ly taken 

in the Saxon Public Works is constantly taking place* 

^ueh action ag th l a l»$ howevar* known t© the leaders 

of induetry and cannot bat have a d i s turb ing effect 

which the protects.tIOT© *>f the Government arid of the 

•party cannot overcome. 

A newspaper of to-day ca r r l ac the announcement 

that thorc ie t o be a searching inquiry into the 

en t i r e banking s t ruc tu re and buaineae of the country* 

While only preliminary information ia ava i lab le as 

to tfcenatur® of t h i s inquiry I t ia und*rate-->a tha t 

the t ranaact iona of bank® and individuals are to be 

gmm i n to for aeveral year© back. Tb# object of the 

inquiry la undoubtedly a doubl# one. It© f i r s t object 

i a ' t o prepare the way for the placing of the e n t i r e 

banking str^seture in the country under the Government 

and to make i t mm. instrument of the party* Th* p r iva te 

toanka which are almost e n t i r e l y control led by Java will 

practically 

reau.lt
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praeticaliy with certainty be eliminated a© thlw is 

said to b* the Intention of the party. The Jew* In 

the major bank© with branches rvv*9 th© country have 

for th© most part not been disturb©'..! up to th® present, 

but the result of fchii inquiry will undoubtedly be 

fees pave the way for their separation* The second 

hject of the Inquiry wlh'eh is said to be •ontenplated* 

Is qwilte probably to uncover transactions In which 

technical violations of the law may be found and on 

the basis of which violations confiscation of property 

seay he wade* This roverrent will be qu'.ts o popular 

one as th© property confiscated will be largely that 

of Jews $ This Inquiry lnt# t'-e banking system la 

another one ->f the dlsqireting Octants which la 

on the h^riaon* 

in his recent speeches at Hamburg, Dr« •oebbeloi 

the Minister of Propaganda mn& Public Enlightenment* 

Indicated that in the coming month* stops would be 

taken of a nature which would eh-HI that what has 

so far taken place under the .̂ew Government has 

only been an overture. He In noway defined th* 

action which would be talcen and it would he pre­

mature to endeavor to forecast in any way definitely 

what he use ant* but it is quite probable that he had 

referenow to steps in the wconomiw field* fhe Depart* 

sient 1 believe is aware that among the three sojhr 

leaders, Messrt* Hitler* Onering and Soefohels* & 

decide-! differenow of ©pinion see^s to hove developed. 

Messrs* Hitler and doering have been growing motw 

moderate•under the sense of responsibility* while 

Br* Ooebbels 
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Dr* Ooebbeli i s the t e a l apost le of revolut ion and 

radicalism* la a l l h i s recent apeachat Dr* Goatebals 

has been alphasIsing that Germany i s going though 

a r e - o l o t l o n , ami more recently he has pa r t i cu l a r ly 

emphasised tha t the country is only in tha f i r s t 

s tages of tha revolution* As tha Minister of Propaganda 

and ••••ublic Enlightenment with a l = the meana of forsning 

public opinion under h i t con t ro l , ha i s an important 

element to be considered in the German s i tua t ion* 

Ha la far ther than th la In some respects the «aoet 

i n t e l l i g e n t of tha ma3or Mdars , and la tha only 

one who ©an r e a l l y wake an ef fec t ive public speech , 

in sp i t e of tha general Impression regarding Mr* littler*?? 

oratory* I t la ha who has the means of appealing to 

the meases and who knowa how to appeal to them* Ee i s 

in my opinion the da-'^erous m&n. for Germany in the 

present s i tua t ion* Ha has tip to the present in 

most instances given way t o the mora Moderate views 

&n& pedicle* of Messrs* Hi t l e r and Soaring, but 

there are Indicat ions th«t ha is only biding h ie 

time while he i s consolidat ing hi® pos i t ion and 

h i s personal f e l l owing* As I have Indicated in 

previous despatches, he i s a man' of most extraordinary 

ambition and of unusual in te l l igence and conning* lie 

i s fur ther I bel ieve e n t i r e l y unscrupulous ad cold* 

blooded who vould not shrink from any action* 

the quest inn of uneraployment i s becoming dai ly 

more scr ip t* In Germany* The party has pros*iced 

employment 



employment to I t s adhere--1a and i t must meet these 

oresaiees In "some way If i t i t to hold i t s followers* 

Industry cannot ftfeswb more labor under ex i s t ing 

•ondit iona and ifialntain a ppo»®r s t ruc tu re within 

the business^ or act ive production within i;.:® 

l imi t s of c o n s e n t I on* The leader* i f Industry have 

not 'o+<m able to fealc® on people a© rabidly aa the 

party feat* desired* Figures were recent ly published 

sh-wln^ tha t ur#mployme*ot had dropped by w e r one 

mil l ion since $4ar ch 6* I t i s not believed by well* 

Informed pareone tha t these figure® are e s sen t i a l l y 

correct* Large numbers of adherents of the party 

Imve been placed on the Government payroll in one 

fona or another*, but industry i t s e l f has not absorbed 

addi t ional labor* $ am Informed on. good author i ty 

f i a t I t is the in ten t ion of the party within the 

neajr f ntare 'to pass laws whi©.' will require the 

indus t r ies of Germany to take on addi t ional labor 

to the extent of two mil l ion wen* These people are 

to continue to receive t h e i r present w employment 

dole which they are ge t t ing and tho employer* are 

not t o be required to .cay them nore than a nominal . 

wago# the ees.plsyers» however* w i l l be bound to 

supply the necessary raw mater ia ls involved in the 

increased production* I t is obvious tha t under such a 

scheme tremendous feasant* t i e s of merchandise wil l be 

produced which the country cannot consume and which 

will be predt*eed at a cost much lowofr than I t could 

possibly be produced in any • the r iinropssji country 

or 

ees.pl
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or, for example* lis. the united Stattv* One sunt 

envisage arder this sehawe the invasion of foreign 

markets on a t;rer*efldoue scale. The fact that tl e 

progress Is economically asneoond and would lead to 

eventual bankruptcy of the Industries concerned because 
* 

they could not de f in i t e ly finane® raw mater*ale going 

into finished prod net a for which t;-ere la no market* 

will n-;jt 1 bell®?* atop the party from undertaking 

the pr©gras« They are under a trooendo^s pressure 

which I s making i t s e l f f e l t a ore i M rore every day, 

and are faced fey the necessi ty of taking s teps* 

Another dieopsletlng element which cannot he 

Ignored, Is that the so-cal led process of "g le lch-

echaltung* or coordination rf Chambers of Coss^erce Is 

racking rapid progress# The ij«parbsaa|fc la aware tha t 

Chambers of Cowiereo t n Germany di f fer frotss s imilar 

organ! ra t lone In the United s t a t e s in that trie 'Jeman 

Chambers are o f f i c i a l or semi-off icial bodies which have 

d i s t i n c t function® which in many respects are Important 

$Mt3to&ttetry and for **s(finanblal<U concerns. The 

Chambers of Coaster®* in Cierrjany b»vo hereofore h®«n 

governed by responsible ruamberc of the Indus t r i a l 

and f inancia l world, falsi office hus already reported 

tha t trie saost Important of the business orgenigat lons , 

the Kelchsverbend dor ieuisehea Ind i^ t r l c* has been 

completely reorgcniced «nd placed osder fcpe control 

of r ep re sen t a t i ve ! of the Hatlonal-socl&lls t pa r ty . 

The came process1 has been gone through in the Berl in 

Chamber of Cosmeree. Reports are constant ly coming In 

fro® 
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fr« various cities in Osr^any to the effect that 

the Ghatsbera of Comerce tnere have b^en reorganised 

and placed under the control of party adherar.-.ta. Thl# 

In iteelf would not "00 sash a aerloaa wetter as there 

are stany :?f the 'best people la mmy eowjualtj In 

the Sati©na.l»&©aialiet party who could effectively 

eerva In these Chambers on the governing hoards, but 

the funeral sol ley has been not to pat the ©#®t men in 

the party on the governing board®* but to ehooao yoimg 

men who-arc enthusiastic mewhera of the party ovarii*** 

tlon bat without practical business or administrative 

experience* In this connection I shotili like to bring 

to the 'Departments asocial attention the report of 

Cental Busser at Lalpslg* entitled *Lcss of Autonomy 

by £axon Chambers of Commerce"» dated June l©# 1935* 

In tola report he hae gone into the reorganization^ 

of the Saxon. Chc&bera of safaerea In a wary effective 

way, and in a large &eaeure what he saya with regard 

to Saxony applies to the rest of Germany* 

one m y therefore take it that the Chambers of 

Coiraerco In Germny will hereafter be mere servile 

Instruments of the Kfttionalo&oeiallst osrfcy. ITaey will 

not dare to lift their woic© against any of the 

economic or Industrial •xpertaents whleh the party 

say endeavor to put into effect* On the contrary. 

It can oe depended apoa that they will give their 

servlla awpoart* the whola object of this aavord last ion 

of the Ghaabors is »ot only to faro** opposition within 

the peuntry to any projects of the party and to avoid 

criticism 
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erlfcielsm, but to »ska i t anpjfei* It© tha r e s t of t b t 

world tha t a l l that will hap nan in tha ©aonosulf 

and f inancia l f i e ld s has fell© aawplafca approval of 

tha Garaatt boalnass world* Tbla will not tea so» for 

tha b«si> "«on have boon t&kan o«l af tha Chambers of 

Cortsoreo even though they may be In the party» Jus t 

as a a rea! f ie Instanea I ©say a t a t a tha t Dr» Or < md* 

wh> i» th© mo«t important ©an la tha Indus t r i a l 

world 1B Eowtl* Eastern Germany i M who was long 

tha loading s p i r i t in tha BroaXau Cbaaibe* of 

Comeree^ lias boon removed au I t s oraslder.t snd 

has not ©van baen made art honorary president as fe&s 

always baan the caea heretofore* I t i s tsec&use ha 

la a man of wise eounael and objective that ha has 

baan removed* 

Another #ireunjatanea whiah i s vary d ldqalot lag 

la that tha na t iona l -Soc ia l i s t party Intends to 

finance i t sal f out of a d i r ec t levy on bttsln-:*»»» 

German firms hava recen t ly baan reeelvin^ a c i r c u l a r 

from th© .party •rgan' sat ion to tha offset that thay 

&r& expected to e^ntr ibute 5% of t b a i r t o t a l payroll 

to t:-.a fa r ty as the i r contr ibut ion to tha ao*»aaI]©d 

"Hitlor-Spend©** I t la obvious that tha Gaman firsai 

eppro&ehad aro g^ing to make t h i s con t r ibu t ion , for 

any firm which wil l n:>% make th® contr ibut ion say 

b© v ie l t ad «t any fiisa by ft* A* nmm and tha d i r ec to r s 

taken la ta so-cal led •fcehufcshaft% i*©« a r res ted 

for the i r awn aafatya I aas inf •:• rated tha t in addition 

to t h i s 5 % levy on tha • a l a r y - r o l l of German f i rms. 

Individual 
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Individual persona In Indttatry and finance ge t t ing 

any kind of a aal&ry are to be approached bj the 

party U p a ?>er«m«I eontr ibat lonJNtt len^t necessary 

li©r# t o go into fchlt fur ther to eh-i* WJ- a t a large 

•m-.TM.jjat of money t h l a fore*-;?. cont r ibut ion will 

bring Into tha ©offers of the J*atlonal*£oel«ll8t 

party* I have ased tha word "foreed" for although 

there l i nothing In tha c l reu-er t o Indicate oo»p«l« 

• ion , tfaara i s no fira? whleh wi l l r®fu®@ to cont r ibu te , 

for tli© arm®* 8#Aa man in tne atreat® of eyerj e i i y 

of Oarr.ary ar© suff ic ient Intimidation* Although the 

Faeeiet !.>arty in I t a ly Is a® Id to hava used a ate l i a r 

tneth sd -of ge t t i ng money for the !>arty e-<ff®r®, I do 

not know of any aueh a d i r e c t lavy ever navlng been 

mad® by a party bafora» 

Thara I® fur ther evidence that tha pros® w i l l 

©van tea more ae rv i l e In the f tit are* Tha only t«o 

newsracers uhlan hava allowed the^aelvea any co»ient 

whatever, not aarv i la israiee of or agreewmt with 

tha Government since Karoh 5 , hav® boon tha "Deutsche 

Allgaiftelne Zeltang (P«A«2«)* In Sari in and tha 

"•Frankfurter Zettnog* in Frsntefort*on-Iatn.« Tha D»A,2« 

waa suppressed about a raon&h ago beeause of an a r t i d a 

by the e d i t o r , Dr» F r i t * Kleln t c r i t i c i s i n g tha Oeman 

action against A ! is t r !a f tnaa la tne demanding of 

one tho-aand .«*®rka for a wis® for a l l axe apt business 

ssan going to Austria* In h i t column suneara ^Jeinung* 

(Out Opinion) whlah appear ad In tha D»A#E* every day, 

iV« Kb In made constant which was aiw&ya of a guarded 

and 
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and"'M<;% constr«etlve character, hut be aiwaap- kapt 

withta very careful liudtaa It la generally believed 

that the particular article for which the paper was 

acppresscdf wae only ueai as a subterfuge as It fe 

considered that the real reason behind the suppression 

la that lr« (Jeering desires to secure aoat.ro! of the 

pa pa#« Mr* Bltlar has as hi.a direct organ tha "foalki-

seher Beobachter% Dr* Ooebhels has as his orgaA the 

wAngriff% and Captain Oaring s® far haa been without 

his t*wn direct new**pa*>er and for this reason la aald 

to be anxiowe to get the D»JUS* * with JT» Klein, 

however, eliminated aa editor* Under the vigorous 

editorship of '&*» XI® in the daily circulation of 

the paper had grown from 40*0£J0 some time ago to 

200*000 at the %fcse of iti •unpreaaiomi I aw not 

able at this writing to atat* whether Mr* Soarlag 

has succeeded in j.-etting control of the paper, but 

It ha© been allowed to reappear since last Saturday, 

wltt- the statement that a' new editor would be aaned. 

The newippa?ars this corning carry the statement that 

Dr. Silex has been appointed the editor. 

The aopprassion of news apera continues. The 

"Mentag Morgan* has been suppressed alnea to-day 

far a reason wh'-ch It has »ot yet beorx able to 

determine* Saveral other newspapers of ainor importance 

have also been suppressed recently* Tha action against 

the D*A*£» lias I believe broken the back of what little 

resistance there may hava been left in the newspapefl 

field 
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field In Germany. 

The intolerance of the interned iayy I ©adart 

ha© from all indication© not grown any lees and la 

strikingly ll.!uatrat»a if th® attitude of th* party 

towards the Kofcary CXuba* In recant years Rotary ha a 

.had very rapid jfteyelopisent In Gemeny end there is a 

club In practically evor;? CJerwan city of importance* . 

and •vary club has ba*m snade ttp of the moat represent* 

atlve people in th® city. In accordance with the 

anirit of Rotagry*. win are admitted irrespective of 

race or religion if they are the leader© of their 

respective profession or businesea The a titud© of 

th© National-Socialist party is dintinctly hostile 

toward©, eny organisation which admits Jews or which 

is in any sense international in character, *nd it 

le also hostile to all secret »>cietie»» The only 

membership In any organisation of s«ch a character 

which the party wiehee to fcolorcte. Is rsenberehlp 

in the party itself and In its §ubsidler? •©» 

ordlnated wpganisationa* The leaders of Rotary in 

QaiiBeny recently had a. conference »lth leaders of 

the National-Socialist party end tvey wort informed 

that in the orinion of th© party membership in Rotary 

was inconsistent with the principles of the party 

and that no person who was a aamher of a Rotary club 

could also be « member of the Batlonal-Loeleliat party 

or hold any place in a business or professional 

organisation* In ether words, the nest famous surgeon 

in Berlin, for example* could not he a member of the 
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Kedieal associa t ion In Berlin i f he *ere a lso ft 

sicwber of notary* An endeavor i s feeing taade to have 

the p a r t i change I t s Att i tude so that membership in 

Hotary wi l l not be eon side red inconsis tent with mmtenr» 

shi;. In the 2!at i"nal-Soelal ls t party* Sat thft Indica­

t ions ere now tha t If Rotary i s al'Qwes to ex i s t hy 

the s>«rty i t will be la ft form which wil ! make I t 

necessary for Rotary in other e cunt r left t o exclude 

Rotary In Germany from the in te rna t iona l org* :i sa t ion* 

The leading people in Germany who have taken an 

i n t e r e s t In notary have b*?en deeply a d e e m e d over 

what la taking place, for t fifty r e a l i s e t ha t Rotary 

in $«r@any cannot ex l e t except In accordance with 

the general p r inc ip les of the organisation a® ftractieed 

everywhere, and tha t the syppresaioB of Kotsry in 

Seraany wi l l have a very bad ef fec t in other 

countr ies as i t will, show de f in i t e ly in the out­

s ide world and t o a ftarga c i r c l e of I n t e l l i g e n t 

people, thft Intelerftne# of the present regtee* they 

hive endeavored therefore to sake th i s known to the 

pa r ty , bat the argument has evidently op to t h i s time 

been without effect* 

The a r r e s t ©f former mertbere of the doverraaent 

»nd of various former o f f i c i a l* in the various State® 

cont inues , and so far ss I t I s pos»ible to learn the 

nusber ftf pftople in thft ©oneentrationeaiasps has not 

decreased In recent •eekft* Yesterday Dr. Bolsa the 

former President of the State of Wnertte^herg, was 

ar res ted^ t h a t leV taken Into Sehuta aft* The only 

reas n given for h is a r r e s t Ss that while in Austria. 
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recent3y ha made what neoned qui t* * nameless speech 

a t a gathering a t Salaburg* Keports from various 

par t s In Gaamany indicate tha t more oaopie ara be lag 

arrested cons tan t ly . 

The incident® In connection with the Congress 

of the Catholic Journeyman*» Associations bald in 

Hunleh fro® Jfuna 0 to IS have been ree t t ed with 

great c l a r i t y and de t a i l in $©tsso2 General Hathaway** 

l a t t e r of June 13 , 1953, to &*• Gordon, the Charge 

d ' a f f a i r e s , and a copy of t h i s l a t t e r has bean t r a n s ­

mitted In the usual eourse to tha .Department. I 

resosct f al ly. «t%:gest that Hr« iiathaway's l a t t e r 

shoald he • a r e f a l l f read as I t gives I believe a. 

correct p le tura of the Sanies incident which la of 

considerable sl&nif lcn.;*©« 1 a® Informed that tha 

disturbances i.n connection with t h i s sea t ing gave 

serlo»,j» concern to ifr» Hi t l e r as i t i s undoubtedly 

agaiast hia policy that such ina&dents occur• The 

cireuRustaneeat h\>wcvar# Indicate that what, did take 

place eould only have be*m dome with the knowledge arid 

approval of tha new Safclonel-Soetaiiat •*» over&raent in 

.Bavaria* The indigent indicates thut the party control 

over i t s adherents la not a l l that the carty leader* 

may d e s i r e , and acid s t rength t a the observations 

already raade in th i s despatch fcva% the interasediary 

leaders of the party are not happy over the r e s t r a i n t s 

which erne from 3er i ia# 

Alth-J b the movement against tha lepar tnent 

s tores whleta was s t a r t e d with so mueh vigour larsed la te ly 

af te r 
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after larch 6 sees?* to h e w abated somewhat* it 

la quite evident that the feel attack sa them i» 

jrssfc ebewt to begin* The wE*»$$fbtand des ge»Hrbl'.chen 

&ittelatajodeas which Is the fighting organisation 

of the smaller retail establishments In Germany, t» 

determined to eliminate the department store®* A 

higher turnover tax has already been applied on tiie 

business of the department stores than on smaller of 

retail eatabliersaente* The restaurant end cafe 

interests arc determined to have all restaurants 

and refreshment ©winters in department stores 

eliminated by lamt and- the email retailers of 

foodstuffs, including meat® ®od vegetables, are 

determined to have these departments eliminated 

from the l»irge establishments* As these particular 

branches of the department stores are in some 

respects the asoat profitably and as tfet profit* 

from the®© Bsctions help to carry ether departments, 

the capital invested in the department stores Is 

seriously threatened by the®© Measures* The other 

branches of the retaU trade such as »il?intra, 

tailor** stationers, In fact practice J. y © w r y 

branch of the retail trade Is now saying that it 

does not so® why the foodstuffs retailors should be 

favored, and all of them art demanding that the 

i:-&rtieu.ia# dec arteemt be eliminated from t" e depart* 

sent stores* Br* ven Sent®!a, who Is at the head of 

the Xawpfbund, tadieated the difficult lee with which 

It is confronted by requests froa all soirees, la a 

speech 



speech »ade at Frankfort a few day® ago, bat he 

did net hesitate If atat® that sen® solution would 

be found* tJRlws %Hir« Is a ewiplete change of policy 

.an the pert of the Ksjsofbund,- the department.jp tores 

will heve to go, and with their ruin there will go 

dawn several ©core ©f .industries In Germany shxsh 

have been maoufaetmln® largely for these stores 

end which cannot exist if they heve to sal! to the 

small reteHere* Pr# von Kentain tried to emphasise 

In his Frankfort speech thet after a J,' there was e 

good deal of capital invests:? in the department stores 

whteh must be conserved* ilia speech* however, eh;>wed 

thet there le here attain the same conflict between 

the sasre moderate view* at the top and the rati leal 

movement free the bottom. By own Impression is that 

tyileei there is a radical change in the. policy of 

t; e party or a complete change of Oovernaantf the 

department stores will be starved out of existence 

and the capital now invested in thsss, native er 

forei.pl, destroyed. fhig 3e not without interest to 

as as I have already pointed Cot Irs previous 

despatches that at least throe of the department 

stores of Germany have en aggregate of About forty 

million dollars fro® as* 

from various despatches which I have eddreasai 

to tie Department, it is aware that the Consulate 

General has from tint* to ttee taken ap with the 

German authorities the discrimination, attempted 

spinet Amsrican*cwri®d Geman firms in Canaan jrf this 

largely being done under the protection, if not at 

the 

forei.pl
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th® Inatigsfcis* ©f the Kasspfband. I!h® Department i s 

awar# that the or ig ina l a t t i t u d e of th® Ka&pfbtiad 

WHS tha t the gooda produced In Oerofsany by an American* 

owned German firm issueI- he considered AS foreign goads* 

As t h i s Involved clear discrimination.,, the Consulate 

General was ab le to secure |3pte th® high®? leaders 

of th® party assurances th«t £^rican*oi<raad Oeman 

firms in @eriaa«y would b« considered as pure G«jre;an 

first® and tbe t t h e i r product® manufactured la 

Germany would ®o joy th® a ass* right® and pr iv i leges 

as those of par® Geman flrssa* la r@aeh.lfig t h i s 

decision th® ftfgbev leaders of th® party had In mind 

what they bad been to ld aba t Semmn fac to r ies in 

other coun t r i es , such i f th® United stats®* fhey 

rea l i sed tha t by dlaerlr-:Hating a m l n s t goods 

produced by Amerlean*owned iiersan firm® Irs Germany 

the? would open themselves to r e t a l i a t i o n In foreign 

countr ies against Soman firm op®rating t h e r e , 'inhere 

seem® to ba, m genuine d e s i r e , a t l e a s t for thepresent , 

on th® -part of th® major l eade r s , t o ob«®rv® a l l 

t r e a ty Obligat ions, not so such because th«y bel ieve 

in th® secretness of t r e a t y ob l iga t ions , bust because 

th*y believ® I t i® dss i rab le for th® present tha t 

th® f a t l o n a l - h e e t s l l s t par ty and the Government 

c o n t r o l i t * by I t not b® hold up befor® th® world 

as violator® of t r e a t i e s * I t may I be.Uoww be said* 

however, that th® loader® are ®ine«re in th® dec la ra ­

t i on which thay hevs made, t ha t the t r ea ty obligation® 

of Oermany must be observed! and tha t the j wish to 

avoid 

r@aeh.lfig
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avold discr iminat ion again** foreign c a p i t a l and the 

products of forelgn-ownei firms in i # i ^ s f * Tha 

S&apfbund waa therefore compelled to ehange i t s 

afeiitude,toj thepreesure frous tho t o p , towards Amarleen-

owosfc&errsan f i r m s , and through t h i s pressor* the .Kaaspf-

bu»ci as an organ of the par ty has already given to 

ce r t a in ABiartoaa-oiraau German flroi© a dec la ra t ion t a 

tha effect that they are to be e o M i i # p « aa para 

Car-can fina#a I t aasrad therefore tha t through th i s 

moderate a t t i t u d e ol* the prtoarj ' leaders an important 

©taps had 'been accomplished an! t h a t ®ur Amarlaau-ownad 

German plants were entire!;, ' safe* There ©r©# however. 

Indicat ions now tha t the Kasspfbund i t by no means 

happy and ha® not given ttp the f ight# The Kampfbund 

i t s e l f Is isade up of Gerr.«en firms srhich by any immnm 

des i re t a inereaee t h e i r business and t e el telnet® 

the ©omceiitlon of foreign f ins* and of firs© which 

they consider non«> Gersnan because they may he swneh 

or par t i a l Ly control led by German or foreign Jew*# 

In other wordaj the Xaapfbusscl i« not in teres ted l a 

th* Ktaintenanea of pr inc ip les os? of t r e a t i e s and is 

not concerned with the foreign policy of Gerasanyi I t 

i s made up of the small©* f i r a s which a ra in te res ted 

t© make as much through the "nat ional revolution* aa 

they can* There are therefore indicat ion©, as has 

already been observed, in the l a s t day©, t ha t the 

Kaeapfhuad i s endeavoring to a©feae.liy appose tha 

decision© teposed upon I t by the primary leaders of 

the 



* * < & « * * * • 

th® party* Here again la the indication of th© gasc 

spirit whieh has been brought out In various sections 

of this despatch, that the radical vm&me are not 

satisfied, with th© store sioderote view,-; at the tops 

I ass ;>er»onal if of th© impression that unless 

Oertaany wishes to have all kind® of trouble with 

other countries with regard to treaty violation and 

discrimination* and wishes to avoid retaliatory 

measures on *ermau products in other countries^ It 

will he necessary for the Government to dlasolve the 

Kanpfhuuod des gewerbiichen Mlfcteis tandeo* Whether it 

feels itself strong enough to do this now, i aa 

unable to say, hut that a teat of strength will 

have to eon© see.--a certain* 

In the law of #iS§ 1* 195$, providing • program 

to reduce unemployment* Section II seems t© be in 

direct conflict with Article fill of our Treat? of 

Friendship* Commerce and Consular Rights with 

Clermany* .In order to stimulate certain sections 

of industry* Section II of this law provides that 

if certain new replacement material is purchased* for 

instance office supplies or agricultural equip it, 

and If the rcplac^ent is of manufacture within CMMr-any* 

the purchaser la re'"<;ieved from taxation on the amount 

paid for th® new equipment. As Article ¥XII of our treaty 

provides that merchandise of the United states imported 

into (lermony a-.alii, after its Importation enjoy the 

sase privilege® as derman merchandise, end specifically 

mentions bounties, the effect of this law is to 

discriminate 



dlacri'nlnat© against American typ©wlt©r©* of fie© 

•e,u'..pn©Bt ©33d agr icu l tu ra l •qvtipgtont Imported Into 

0©rj8*ny» fh* r«©r®«©ntativ©8 of th® A?n©rlc©n firem 

©ffoct*d have feh®r©for© ao?©®l®a to th© Coiiaalat© 

0©r:©ral on th® ground that th© law of Jan© I v io la to r 

Ar t ie l* ¥111 of :ni.r t r e a t y , and ®ft@r d i s e a s i n g fchi® 

n©fct®r with tarn Charg© d'Affair©®, »r# Gardoa, w© 

wor® ©f th® ©pinion that tr©aty v io la t ion wan la* 

voiv®4» Th© BsBbassy ha« fch©r©f^r© eabl«d th© ;>©-

pa r tmnt «nd Is ©waiting th© i'i® par fc.'©nt*s instruotion© 

©©for© making r©pr©»©ntatio&© to th© Foreign Offla©• 

Vh© r©pr©©©ntativ©s of th© loadifig A»?©ri©an flrrs© 

In #©r-®»y m«t e t th® Consulate General t h i s afternoon, 

and i t ft© fait© evidont t h a t Jws©ri©an firtn® ©re already 

seriously suffering through th© operation of th® 

see mcl ©©efeio© of th® law of Jtm© 1 . So on© wil l 

bay «r; Aia«rl©an typewriter ©v©n though ha ©©«»id©rs 

I t vary a up© r lor to to© German «aeh.ln#» if by buying 

th© der^aia rsaehin© h© ©an doduot the ©oat thereof 

from h i s tsueee* •'£&© ©xastptlon orwldau in Section XI 

of th© law of Jun© 1 Is In th® nature of © bounty on 

th© Q©rs©& art le l©* I hop# that th® &®'-\®rtn«nt wil l 

author la© th® £wbae©y to stale© th© neoessairf representa­

t ions with r©«c©et to th® law of «lun© 1, 1953, on th© 

ground of tr©aty v io l a t i on , and 1 b©!i©v© thi© should 

o© don© without do lay ©s th® law h©eoai©fi ©ff«otlv« . 

on July 1, 1053p and- our lnt©r©ats are bound t© h® 

very ©arlooaly •nd*ng«r*d# 

X hat© 
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I have endeavored In this despatch to present 

certain considerations briefly for background poiN» 

poses ifei to show that although theleaders of the 

8etional»Socialist party hâ re grown sore moderate la 

praetleelly all of their viewsg the intermediary 

leaders are Just a© radical as ever* I should aake 

the exception that of the higher leaders. L>*» O-eebbelc 

is probably Just as reactionary as aver* The question 

sow is whether the raore Moderates .leader® will be able 

to force their views itpon thelntensed'. ary leader® and 

the maaee*§ or whether they may not he obliged to 

become more radical through the pressure frons the bottom. 

Dr# Ooebbels is in my opinion a vary important factor 

in this problem* Be la for thepresent playing with 

Messrs* Hitler ard Soaring., but id dally increasing 

hie hold upon thtemasaee tunc strengthening hie standing 

with the Intermediary leaders* In many respect® it 

ia possible that the future course of ©vents will be 

decided by the attitisde which be takes and to which 

side he throws his personal influence and that of the 

prees and his persuasive oratorical powere# X think 

theDepsrtaent should be Informed that the recent 

declaration© of !>r» GoeboelS each ae th"<se »ade at 

Maraburg in theAlast few days, are quite disquieting* 

When the disturbance has already seen so complete and 

German life in Many ways revolutionized* it is fefcner 

disconcerting to have a reaponeible Minister ef the 

new Covortment state that whet has so far happened 

since 
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since Hareh § la only the overture* 'There are isany 

reason® -for believing that the siodarata views of 

Messrs* Bitler and (Soaring will prevail. It Is 

anqucetlonatele that they have behind them the beet 

element* in the party and %i-.*t If m break should eea* 

thay would haw* the support of the beet elements out* 

s*da of the party* Further than thi»# Str» Soaring still 

hea in hi® hands the armed forces of the National-

Social 1st party, and Mat Hitler has at least indirect-. 

ly the control of the leleaswahr* On the other hsnd# 

jpv* Qoebbela has control of the public opinion forming 

moans in the country Including the press arid the radio* 

and the laet few months have taught as how doe11© the 

CJersian peonle are* A people who can b# made to believe 

In i few days that a Caraauniet tonsplracy if- about to 

overwhelm the country, as haopenad Just befora the 

©lections of March 5, can also probably be influenced 

in a^ equaJ ly short time to believe ihat the radical 

masses and leaders of the Mattonal-sodalist party 

are the saviors of the eo«ntry as a. aInst the woderata 

elements* Although tne armal forces of the tarty and 

the armed fore® of the Beieha<.?ehr are respectively 

u.-dar the control of Messrs* Gearing and Hitler, 

the newspaper* which themembera- af these arwted farces 

read and thft only information which they gat comes 

to ther, through maaae controlled by l)r* 0©^bbals# 

I do not wish to indicate t# the department that 

there will be open troubl* between the f*i«ary leaders 

of to* party or that there will be a so lit In the 

party. 1 only wish to ottlnt out that the play of 

personalities 



personal it lee is »trouper than It. was it the 

beginning of the movement sad that the extraordinary 

ambition of Dr* Ooebbels coupled with his red leal less 

li an element whteh cannot be left out of eonaldera* 

tion* I also am not yet able to sake any foreeast as 

to w ether the more moderate leaders will fee able to 

fore® their view© on the oarty which Is still radleal 

and reactionary* in thie the intermediary leaders will 

2*lay • very Important part and it is •eeeeaary to 

remember that ".any of these are radical a ad know little 

about the outside world* All this t̂ ierefore Is in the 

crucible and only developments in the fatare can show 

the trend* 

I have, h-jwererg endeavored also la, this despatch 

t® point out, as I hats la a previone one, that Germany 

Is not really In s position to speak in International 

conferences on economic sr financial subjects* Her wn 

policy is so uncertain and so undeveloped and la 

headed in such radical directions that it ©an hardly 

be expected that other countries can talcs her spokesmen 

very seriously In international conferences or eon* 

vera at lone* i*hls I believe is an important factor which 

we must at ell time bear in rdnd In our relations with 

the Germany of te*day. Sven with the best will in the 

world he* leaders and spokesmen are not in a position 

to commit toe Germany of e few weeks froa now* 

f&eapeetfnliy yours, 

George S# Heseersmith, 
fester leer: Cone yd. General* 
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