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DISCUSSION 

followlng lecture by Professor J. Anton De Haas 

November 21, 1938 

Professor De Haas, I wonder if you would tell us your oplnlon 

of the economlc and pohtlcal slgnlflcance of the trade treaty we have 

just completed w~th Great Britain? 

A. Well, tbas is the flrst trade treaty whlch we have made wlth a 

country that is really of nmportance. It opens up, it does not complete 

it, but it opens up the way for trade treatles wlth the rest of the 

Brltlsh En~plre as well. In the flrst place, the very fact of the slze 

of the populatlon and territory involved mskes it of outstandlng Lmpor- 

tance. In the second place, it is of very great importance economcally 

because it Is really the flrst trade treaty in wbach we had a chance to 

do something substantlal for our farmers. Thus far our trade treatles 

have all been w~th cot~toes wluch more or less were slmlar in production 

wlth our own, and, therefore, we werentt able to do very much for our farL 

Mers dlrectly. ~e have been able to do that now and I tb_ink the effect 

upon the farmLug group will be very good, both from the point of wew of 

glwng them a better outlet for thelr products and helplng solve the farm 

problem, and also the point of vlew of the support whlch they will glve 

the general pollcles of the government. Then, too, it Is advantageous 

from the polltlcal polnt of wew. It very deflnltely strengthens the ties 

between the Unlted States and Great Bntaln and Canada and it serves 

not!ce upon people Lke Hitler and Mussohnl that the blg Anglo-Saxon 

democracles Intend to stlck together. Also, If we are to lend anytbang-- 
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It is inevltable that we lend money to Great Bntaln, and I thlnk we 

ought to--the exlstence of thls treaty will make ~t possible for us to 

look forward to belng pa~d some tlme, whlch Is sometlmes a pleasant 

thought when you lend money. Then, of course, from the polnt of v~ew 

of the Latln American sltuation. In Lima on the 9th of December the 

conference whlch will dlscuss Pan-Amerlcan affalrs will take place, and 

It Is the flrst tlme that Canada will be present. Canada has been very 

deflnltely drawn Into the Amerlcan economic system more closely than it 

ever was before and it Is a very slgnlflcant thlng from the polnt of vlew 

of the Pan-American unlt that Oanada Is now golng to be represented in 

Lima, all of wluch would have been posslble perhmps wlthout thls trade 

treaty, but the trade treaty has undenlably strengthened the ties that 

blnd us. 

Q. You brot~ht up the questlon of entenng Into an agreement wlth 

the German people. Is there any guarantee--is there any way we could 

guarantee that if we made an agreement wlth the German people that the 

German people would ever carry it out if it ever became to their interest 

not to carry it out. Looklng back at the hastory of Germany ~t seems to 

me that any tlme a treaty got in tee way of the German people it was 

always a good excuse to break it. 

A. Well, that ~s, of course, a troublesome questlon, and I'll be 

the very flrst one to subscribe to thls lack of falth In Germany. Bat 

the other natlons haven't been dolng so well elther. England and France 

In recent months have not shown a very clean record. We are dolng pretty 

well. I don't say it because I know that thought may be popular, but be- 

cause I belleve It to be the truth that our record as to keeplng treatles, 
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although it is not always one hundred per cent perfect, it has in recent 

years been excellent. But the German record has been partlcularly rotten. 

Don't forget, though, t92t thls bad record started really after the 

Republlc was upset. It has been partlcularly bad slnce 19SS for the very 

good reason that the Nazl group set up as their ideal not to regard outslde 

agreements as blndang. It is part of thelr philosophy because they say 

the State Is supreme. Now there can be nothing greater than the State. 

A treaty wlth another natlon, If you allow that to interfere wlth the 

funct~onlng of the State, then you are recognlzlng something blgger than 

the State, somethlng outslde the State. ~ ~s a great philosophy. The 

reason why I suggest thas constmlctive thought, and It Is dangerous, I 

know, but the alternative is no better--the reason I suggest it is that 

I got very deflnltely the impresslon when I was in Germany, that the decent 

people in Germs ny want to do somethlng but they don't know what. I asked 

one of them, a frzend of mlne whom I have known for a great many years. 

He had me out in hls car and drove me all over the place because he dldnlt 

dare talk at home. I sald: "Why don't you shoot him?" He sald: "It's 

a good idea, but what would we get? We don' t want a monarchy because we 

canlt sell It to the people and because there isn't any representatlve of 

the old regane that anybody wants. In the second place, there Is nothang 

very attr~tlve about the Republlc form of government becsuse ottr Rephbllc 

dadn I t hold up very well. We have been taught right along, perhsps wrongly, 

that it dldn't accomphsh anything. Then, in tlus last few weeks we have 

had an opportunlty to see who is weak and who Is strong. We Germans llke 
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a strong govermnent. Then there remaans nothing but another dactatorship, 

and it would be Goer~ng or Goeltz and then where would We bey We I d be no 

better off th~n we are now." The issue, then, among the decent people of 

Germany is ~hat have we got to offer the Ger~sn people in the way of an 

attrs2tive alternative to which they could rally. Now, if they could say: 

"Look here. We have a promlse, and the United States doesn t t break 

promises, we have a promlse of better food, better clothlng, an end to 

this war fear, and the k~n~[ of government whxch we dec~n~ Germans can 

live under. Now how about it." You have an alterr~tlve to offer. I 

may be wrong, but It was just a thought that came to me as I was talking. 

Q. Professor De H~ss, our past performances in Latln America have 

recently been subjected to critlcism. Would you care to offer some plan 

for one of your polnts you mentioned in,our program? 

A. Well, of course, our actions in L~tln Amenc& have been subject 

to criticism and I thlnk rightly so. We were not worse thgn any other 

~tion, but we have followe& ever since Theodore Roosevelt, partiCktlarly, 

who phllosophized about it, we have followed a policy of looking after 

our investments, which is all rxght, but not when xt res~hes the polnt 

when you enter xnto the internal affairs of another state. We have recently 

turned the psges and said: "No, we wontt do that any more." The only way 

we can get along together is by the Urated States, although it xs strong, 

recognizing that weak states have a right to exist, and that if any trouble 

starts, that these troubles should be straightened out, not by force, but 

by discussion and we w111 no longer play a lone hand. No interfenng with 

other countrles any more and no longer playxng a lone hand. If now some- 

thlng important to the Amerlcans happens, let us slt in conference and all 

together dec~de upon it. That Is the only way you can mske good w~ll and 
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cooperatlon. I know the Amerlcan buslness man, every buslness man, the 

executlve, always feels that cooperatlon Is "I tell you what to do and 

you do it". That is not cooperatlon, you see. Now we are on the way 

towards real cooperatlon. You mlght say that It Is weak. Maybe ~t is, 

but In the long run it is the strongest and wlsest pollcy because, don I 

forget, after all, suppose the people in Venezuela or Brazll really declde 

they don't want American oll or American goods, what are you golng to do 

about ~t? Force--it may look llke an attractzve thlng, you feel you are 

dolng somethang, but the ultlmate outcome Is never satlsfactory. A pollcy 

of force places a mlghty d~sagreeable Dob on the Army and Marlne Corps and 

the Navy. No, it is better thls way You have the flnest lllustratlon-- 

the sltuatlon In Mexlco. There was no sltuatlon more full of potentlal 

trouble. There were, of course, the oll interests and other Amerlcan 

people who had money invested In Mexlco, who naturally ssad: "For God's 

sake, do somethlng." There were also the Germans, anxlous to stlr up 

trouble because they were hoplng that when the present regime in Mexlco 

was upset that they mght get in on the ground floor, and a great mauy 

other forces were at work to start actual trouble between the Unlted States 

and Mexlco. It came Dust at a tlme when we were preachlng the good neigh- 

bor pollcy In Latln Amerlca and it would have been the worst posslble tlme 

to take the wrong klnd of actlon, but thanks to Secretary Hull's masterful 

statesmaushlp we haven't had ~uy trouble. We have got all we could hope 

to get nationally. A commission is being appointed ~n which the p~yments 

that will be due to American owners from Mexico w~ll be settled. That ~s 

all you can ever hope to get. So ~t seems to me that that policy ~s rlght 

now proving to be extremely w~se. 
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Q. Wall you comment on Germany? How were they able to flnsnce 

the reazmament program that they have carraed on and also the tremen- 

dous amount of publac roads and so forth, an vlew of the fact that they 

lack gold an&, as you say, they only found a llttle bat in the bank at 

V!enna? 

A. Germany has spent an awful lot of money, nobody knows how much. 

Of course, the est]Jnate ~s that thls year Germany has spent four b111aon 

dollars in armaments, whach is about four t imes  as much as we are spend- 

ang. Where in Heaven's name are they gettang the money? Well they get 

it by a.o.u. 's. They get at by short-term promAssory notes whlch are 

repeatedly re-used. The process an short as t~s: the Government places 

an order. They go to the msn~£acturer and say: "We want you to do so and 

so." They say: "Where is the money?" The Government says: |'We v&ll glve 

you a Government paper whlch you can dlscount at the bank." Thzs paper 

zs carculated and flnally reaches the central bank agaln. You say: "But 

they can't keep that up." Oh yes they can. They can keep that up Dust 

as long as they keep thls process from influenclng prlces. Of course, If 

the people In Germany knew how much of tYas short-term paper zs outstand- 

ang, zf they knew there was no gold in the bank to back it up, if they 

knew and could act upon at, the prlces would shoot up and you would have 

a perlod of the worst klnd of anflataon. In the flrst place, they don't 

know, and zn the second place, they run the r~sk of golng to a Concentra- 

tlon Camp. The success of German flnance as at most a flnancaal strength. 

It as a strong-armed success. That is the secret, and the answer is ob- 

vlous, that as soon as somethlng happens to the strong arm, Germany Is 
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golng to blow up. Germany cannot stop on the road in whach she Is 

golng--spendang enormous sums in bulldlng haghways, bualdlng armanent-- 

she cannot stop wlthout facl~ revolution, because there would in~medaately 

be a tremendous Increase In unemployment. If she faces revolutlon she 

faces absolute economic ruln. To make revolutlon posslble you have to 

hold out to them the posslblllty of stawng off economlc rtun. That was 

the thought I had in mlnd In my posltlve suggestlon. They are dolng 

everythang now to develop industries whach ~ll take up the slack once 

they quat produclng armaments. They have got to quat some tlme. H~tler 

has ha~[ everythlng in hls favor so far. He can ssy" "Look here, I solved 

the unemployment problem." He dad all rlght, but it isnIt permanent. 

He put them in the Army for two years and then thas Labor Camp. We could 

solve our unemployment problem to a very large degree that way, too. Put 

a brass button on a man and you don't have to pay ham anythang. But It 

Is not only that. It lau't only that K~tler has built up an Army and put 

the heaw/ industrles to work again, or that he has built and is bulldlng 

substltute industrles to take up the slack In employment. They are now 

faclng a comparatlve shortage of labor whlch results from the fact that 

durlng the War there was an absence of blrths. There is a tremendous gap 

in the amount of labor due to thas absence of blrths, whach now is be- 

glnnlng to be felt. So }htler would have had no unemplo~aent problem 

anyway, if he had gone ahead normally. Another thlng they are dolng to 

take up the slack is that f~mous automobile you have heard so much about. 

The beautlful car that they are bulldlng that is golng to take up the slack. 

It is really a Doke. We would call it Dust a cheap car but the Germans 
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wouldn't do that. They are calhng it the "K.D.E.", the "Kraft Durch Freude", 

the "Strength Through Joy Wagon". You look at the thlng and it looks 

llke an inflated Austln. It has the englne in the rear and has very 

llttle frame because it doesn't need much frame. All the welght is in 

the rear. It has an alrcooled engine and they clalm they can go 85 

miles an hour wlth a gas consumptlon of 35 to 40 miles a gallon. 

I wouldn't dr~ve 85 miles an hour In It because in the front the only 

thlng between you and eternlty is the gasollne tank, wYach would land 

rlght in your lap If you hlt somethlng. That is thelr gT_eat German 

Inventlon. What interested me most of all was the way In whlch they 

are marketlng it. Of course I wanted to flnd out how It was done so 

I had them drive me to the Labor Front 0fflce and I told the man at 

the desk I wanted to buy one of hls cars. 

"How much are they?" 

"990 Marks." 

"All right, when can you dellver?" 

"Oh, they are not belng made yet." 

"Well, how can I buy one?" 

"Oh, we donlt sell them for cash, anyhow, only on the install- 

ment plan." 

Well, he had me fill out a blg sheet, a flne document llke all 

German documents, whlch stated I would start out by p~y~ng flve marks 

a week and I would keep that up untll I had pald 990 marks, whlch would 

take about four years. Then, if, as and when, as the lawyer says, I get 

a number, and if, as and when the car correspondlng to my number rolls 
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off the assembly llne, then I get it. But the plant Isn't bullt yet 

and they don't know when mt ms golng to be built. They have got some 

plans and they mmght some tlme use them. What they are dolng Is bulld- 

ing up thls fund wlth which to start work immedlstely to put into effect 

th~s enormous automotlve plant to build these automobiles as soon as 

the lack of employment resultlng from the termlnatlon of the rearmament 

program beglns to m~e itself felt. They have a lot of schemes llke 

that. They have great hopes for the future. They may be able to work 

mt out that way but ! doubt it. 

Colonel Miles: We are deeply mndebted to Professor DeF~aas for 

thins flne talk. I th!nk the applause must have Indlcated to hlm how 

much you really apprecmated what he samd. 
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