
THE SITUATION IN GBSUtiXT 

X* The Domestic l o l i t i c a l s i t u a t i o n . 

The Anaor, to-day, stands so l i d ly behind Hit ler* He lies sueceea-

ed in el iminating the generals who had views opposed to h is own, sued 

as F r i t s ch and his c i r c l e . 411 the present heads of the ^rmy owe 

t h e i r s i t ua t i on to Hi£Ler« They look upon hi® unreservedly as the 

supreme #ar Lord and would never hes i t a t e to carry out h is o rde r s , as 

they have been educated to do. Besides, i t rauat be remembered tha t 

H i t l e r ' s great successes in foreign pol icy have given him so to speak 

• halo of i n f a l l i b i l i t y in the eyes of the Array as well as of the public 

in genera l . The men who are to-day a t the head of the German *..nay 

are pure s o l d i e r s , without any p o l i t i c a l views. Altiiough the generals , 

p r a c t i c a l l y without exception, a re not adherents of the Nazi theor ies 

in every p a r t i c u l a r the younger o f f ice rs and even some of the s t a f f 

of f icers have become convinced Nazis since H i t l e r ' s successes in 

Austr ia and Czecho-Slovukia. 

I t i s p r a c t i c a l l y out of the question tha t a movement against 

H i t l e r wi l l come from the Array, be i t only because the Gestapo exer­

c ises a minute control over every o f f i ce r . On the s l i g h t e s t suspicion, 

o f f i ce r s are eliminated from the Array. 

Chi the other hand, i t i s not impossible t h a t some day a move­

ment against H i t l a r w i l l come from the c i v i l leaders of Gemmy. Thus, 

i t i s rumoured tha t r e l a t i o n s between Goering and Hi t l e r have become 

much worse, because Goering may be looked upon to-day as one of the 

moderate elements in matters of foreign policy* The warning u t te re4 

by H i t l e r i n his speech a t Xiff hausen t o tbe Association of former 

combatants in May 1938 i s looked upon as having been directed against 

Goerlag* H i t l e r said on t h a t occasion t h a t every government servant , 

however high his pos i t ion , was expected to carry out h is dut ies as a 

so ld ie r unreservedly, and tha t ft? there were any suspicion t h a t such 

was not the case he (Hi t le r ) would get r i d of such a man without any 

considerat ion for the rank he held i n the S t a t e . 
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In the inner c i r c l e s of the Hazi Pa r ty , the opinion prevai l s 

t h a t £&t ler t a f t e r having s e t t l e d the pending proble^is of foreign po­

l i c y , w i l l proceed to * new purge on the model of tha t of .June 30th 

1934. 

The c h a r a c t e r i s t i c fea ture of the present German economic 

s i t ua t ion i s over-employment, a r e s u l t of the incessant increase in 

Government orders for armaments, the capacity of the means of produc­

tion being used to a maximum and ye t many orders remaining un fu l f i l l ed . 

The insuff ic iency of labour resources i s even laore keenly f e l t than 

t h e insuff ic iency of raw ma te r i a l s , -a-ocording to a declarat ion of 

the Permanent Secretary t o the Ministry of Labour, Hr. Syrup, Cterraany 

lacks to-day two mil l ion men, although twenty mil l ion men are occupied. 

Efforts hav* been made to increase the reserve of hands. Gn the one 

hand, r e c i p i e n t s of old-age o* accident pensions have been forced to 

take p a r t again in the processes of production} on the other hand, 

the age of school attendance and the years of study i n High Schools 

and Univers i t ies have been shortened. &toreover, an increasing number 

of women have been incorporated in the army of workers. Although, 

in p r i n c i p l e , the Hassi doctr ine i s opposed to female labour ana 

attempts wore made in the f i r s t years of the Nazi regime to induce 

women to give up t h e i r employment a t the time of t h e i r marriage by 

means of Sta te grants made on t h a t occasion, the re are more women 

employed to-day than ever b e f o r e f i n a l l y , the (krvernaent i s obliged 

to rope i n workers from c i ro l e s which heretofore did not take pa r t i n 

manual work or were not working as employees. In the course uf the 

past two years , more than one hundred thousand a r t i s a n s have more or 

l e s s w i l l i ng ly entered the ranks of sa la r i ed workmen; and i t i s now 

contemplated to d o s e down the smaller commercial unaertakin&s so as 

to d ive r t towards indust ry the men h i t he r to occupied In these unuev* 

t ak ings . A reduction of these by one-third i s contemplated, f ive 

hundred thousand persons being expected to be released for industry 

in t h i s process . 

» • • 
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The lack of hands has resu l ted in the prolongation of the 

hours of labour, and a t the same time in the reduction in thejbutput 

per hour of th© worfcer»» This explains wiry, to-day, there i s a luck 

of coal in Germany because there are not enough e f f i c i en t c o l l i e r s 

avai lable* 

The lack of adequate mesas of production in regard to labour 

and in regard t o equipment obliged the Government to manipulation of 

the fteonotaio system on the l i n e s of planned seonesoy* Whereas Nazi 

Government, on t i l over-employment set i n a t the beginning of 1937, 

Mould res t content with managing ft l imited number of important f i e ld s 

In economic a c t i v i t i e s , the. necess i ty of fur ther adjustments leads 

th© Government t o • constant extension of i t s in tervent ions* The 

German economic machine can only work to-day i f th® re la t ion* between 

the various economic a c t i v i t i e s are careful ly co-ordinated according 

to p lan . As has always been the ease under the Sazi regime, these 

measures of ao-ord lmt lon are only developing slowly under the pressure 

of acute d i f f i c u l t i e s a r i s i ng in pa r t i cu l a r f i e l d s ; bat ft complete 

network of regulat ions i s gradually being es tab l i shed . As I t was some 

years ago with exchange regu la t ions , so I t i s to-day with the planning 

of indus t ry . At f i r s t , special eomKlssuries - mostly sen of experience 

i n organizing, taken from the General Staff - were appointed to the 

i ron and s t e e l i n d u s t r i e s , the building indus t ry , the automobile i n ­

dustry and the industry fo r the d i s t r i bu t i on of information. The 

dut ies of these spec ia l ooBtulssaries are not only to a l loca te raw 

mater ia l* amongst various undertakings according to orders placed by 

the Array or for export purposes; they a lso cons is t i n ra t ion- i i iz iag 

production. The number of types, of a r t i c l e s i s to be simplified*"' 

the carrying out of oraers i s e p l i t up amongst the variouft w&ueaetakings. 

These are xaoreover to ld what new investments they are to make an4 what. 

kind of production they are to abandoau Hext to the spec ia l eoi*ji»» 

s e r i e s , the p r i ce commissaries t e n t r o l the economic system.. Thft 

roethoas of ea lcu la t lng coats of pro notion are minutely se t fo r tM 

i f the comrslssary considers t ha t the p r o f i t s of a given branch of 

industry exceed the permissible r a t e s of i n t e r e s t and amort izat ion, 

reductions in the sa les pr ices are made compulsory. 

• • • 



« 4 -

So f a r , management extends only t o c e r t a i n sec t ions of the 

economic system; teat the re sen be no doubt t h a t , gradual ly , a gene­

r a l system of planned Monday i s evolving in which the outer formti 

of tim c a p i t a l i s t r&giise continue to obtain* whi le , i n f a c t , S t a t e 

Socialism i s being es tabl ished in an ever- increasing measure. 

" * * r i " i i*nTiTiiii JniArltiiffiri ifljf 

The present German fcoom i s being financed by means of a c red i t 

expansion engineered by the Government t o an unprecedented ex ten t , 

while the add i t iona l purchasing pokes' thus created has been constant ly 

pumped out by means of taxat ion and government borrowing* 

the increase In revenue and the proceeds of loans have not come up 

t o the growing f inanc ia l requirecjents of the ii©lch, Repeated attempts 

have been made to h a l t the expansion of c r e d i t . These at tempts have 

been unsuccessful because of the Insa t i ab le requirements of d i r ec t 

and i n d i r e c t armaments. The in f l a t iona ry r i s k s of t h i s f inanc ia l 

policy barn been repressed by s t r ingen t conti'ol of p r ices and wages* 

They have fu r the r boon diminished by « transformation of the concept 

of money i n the TJtird Beieh* 

The purchasing power of German money Is no longer a def in i te 

u n i t ; i t changes according t o the holder of the laonajr* This i s a 

consequence of the managed economy applied to the p r inc ipa l foodstuffs 

(bu t t e r , meat, eggs f e t c . ) and t o the p r inc ipa l i n d u s t r i a l raw mater ia l 
lit 

(nietals, t e x t i l e s , e t c * ) • Only such porsons as are i n possession of 

a pertait to purchase can use t h e i r laoney for baying goods, and timm 

<nly to the e x t m t of t h e i r permit* In o ther ^aords, the mere posses­

sion of laoney without * permit t o purchase does not give actual pur ­

chasing capaci ty . In t h a t respec t , the German system closely resem-

bles the aolchevlk system* 

Public finances are highly s t ra ined . The Government i s com­

pelled to uraw upon the tax revenue of coming yea r s , which engages of 

coursn the Budgets for these coming yea r s , unless the revanus expend­

ed to-day i s exacted a second t i n e . On the o ther hand, the weight 

of i n t e r e s t and amortization charges on the public debt I s becoming 
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exceedingly heavy; the p r o b a b i l i t i e s are tha t means wi l l be sought 

to reduce these charges appreciably. 

XT. The tread of p r i c e s . 

There i s a l a t e s t tendency i n the Gftitann pr ice system towards 

« continuous r i s e . Qa the on© hand, consumers are c o v e t i n g fox ft 

r e s t r i c t e d supply of eonotsaer's goods - ft supply reduced by r e s t r i c ­

t ions of imports and expenditure on armsimsnts • while the aggregate 

income has increased with the suppression of unemployment. On the 

o ther hand, there i s ft very teen competition between publ ic and p r iva te 

buyers f o r labour and raw ma te r i a l s , both of which have be coots scanty, 

and for the capaci ty of the i ndus t r i a l equipment to respond to demand. 

Efforts are being made t o keep down pr ices by a severe regimentation 

of the assessment of the oast of production. A de f in i t e period (Octo­

ber 19363 &as a r b i t r a r i l y been taken as r e f l ec t ing normal pr ices which 

can only be exceeded in exceptional ftases* AS WOS to bo expected, 

the px^hibi t ion to r a i s e pr ices haa brought ubout ft concealed increase 

in p r i c e s . Sometimes the nominal p r i ces remain the saiae while qual i ty 

mate r i a l ly d e t e r i o r a t e . Xn other instance®, a new for® of t rad ing 

has evolved* the so-oall«d "coupled sa l e s* . When somebody wishes to 

buy u cosaoodity which is umr~ja&B t he tradesman compels him t o buy a t 

the same time another ootsaodity which i s avai lable in super-abundance 

for which the purchaser has l i t t l e use . Tjafi system of *»coupled s a l e s * 

i s ex t raord inar i ly widespread in Germany despi te a l l o f f i c i a l endeavours 

to suppress i t . A long l i s t of consumers* goods and a r t i c l e s of 

equipment are rat ioned by the Government* Obviously because t h e i r 

p r i ce does not r e f l e c t as i t would under the system of free t rade the 

true market s i t u a t i o n . Consequently, a l l p r ice indexes which comprise 

ft number of these a r t i f i c i a l p r ices are misleading, f-he apparent 

s t a b i l i t y of the German prloft Index has therefore very l i t t l e p r ac t i ca l 

meaning. In shor t , a l l t ha t can be said la tha t there i s ft reduced 

supply of the German indus t r i a l and household gooos, together with ft 

lowering of the qua l i ty in the supply, but t ha t nominal pr ices per 

un i t do not show a marked r i s e . 

• *» 
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CQUCLUSIQHS. 

The German economic system to-day i s character ized by 

spate supplies as regards raw m a t e r i a l s , capacity of prodtietion and 

labour* l a order to counteract these de f i c i enc i e s , the Government 

i s compelled continuously t o extend i t s in te r ference i n the economic 

system^ To-day already t h i s system of fe rs an aspect which i s qui te 

d i f fe ren t from tha t of the Western Saropcaa «y3tems* The sajsn words, 

such as "money* and " p r i c e " t have a pe r fec t ly d i f fe ren t meaning in 

Germany to-day from tha t which they hare , ©ay, i n Sagland, France or 

the uni ted States* 
i 

BD^rerrer, there are no prospect© of the Third iieleh col lapsing 

as a consequence of i t s «5conomic d i f f i c u l t i e s , s ince & Government 

t ha t disposes of a l l the means of coercion ava i lab le to a modem d i c ­

t a t o r can induce i t s c i t i zens to accept almost unlimited hardships . 

Jtlly 27th, 1939. 
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