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1 | “The Streets Are Paved
with Money”

On Prophets Street in downtown Jerusalem there was, in the 1930s, a
small and romantic-looking stone house shaded by pine trees. It was the
German consulate, which had been opened at the end of the previous
century. On one of the first spring days of 1933, shortly after the Nazis
took power, an employee climbed up to the roof and raised a red flag
bearing a black swastika on a circle of white. Zionist activists, members
of the right-wing Betar youth movement, managed on occasion to steal
the offending flag. But each time, the Germans raised another in its
place, and the swastika flew, there in the heart of Jerusalem, for six of
the twelve years of the Third Reich’s existence, until the consulate was
closed at the outbreak of the Second World War.!

Palestine was then ruled by the British. As long as diplomatic relations
continued between Nazi Germany and Britain, the German consulates
(there was a second one in Jaffa) were allowed to operate in Palestine.
Like other foreign legations in Jerusalem, the German consulate did not
restrict itself to routine consular affairs but effectively served as a Nazi
embassy. It furthered German interests and was in regular and close
contact with both Arab and Jewish political bodies.

The League of Nations mandate under which Britain ruled provided
for “a Jewish agency” to advise and cooperate with the mandatory au-
thorities on matters related to the establishment of a National Jewish Home.
It named in this role the Zionist Organization (later the World Zionist
Organization), an international federation of Zionist groups founded by
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16 ) THE SEVENTH MILLION

Theodor Herzl at the turn of the century and later led by Chaim Weiz-
mann. In the 1930s, the Jewish Agency operated virtually as the govern-
ment of the Jewish state-in-the-making.

Campaigning for influence in the agency and in other organizations
were a variety of political parties. Mapai (Labor)—a coalition of the two
largest socialist-labor Zionist parties forged by David Ben-Gurion—dom-
inated almost everywhere, especially after he became the chairman of
the Jewish Agency executive in 1935. Zeev Jabotinsky’s Union of Zionist
Revisionists was the principal opposition party. The Revisionists’ oppo-
sition was so firm, in fact, that they seceded from the Zionist Organization
and each of the other governing bodies at least once during the tumultuous
years between their founding in 1925 and the establishment of the state
in 1948. They too pressed for Jewish national rights in Palestine, but
they opposed the official law-abiding Zionist policy toward the British as
lacking purpose and firmness, rejected the prevailing socialist ethos, and
held that private investment was the fastest way to bring large numbers
of Jews to Palestine to populate the “maximalist” state—which, the Re-
visionists insisted, should eventually occupy both sides of the Jordan
River. Betar, whose members surreptitiously tore down the offensive Nazi
flag in Jerusalem, was the Revisionist youth movement.

Such demonstrations aside, though, Nazi Germany’s ties with Palestine
proceeded normally through the prewar years. There were mail, tele-
phone, and financial links; many German Jews who had been forced out
of their jobs continued to receive their monthly social-security pensions
in Palestine. Palestine exported to Germany and Germany to Palestine.
People traveled back and forth by sea and occasionally by air. Some came
from Germany to scout out conditions in Palestine before deciding to
settle there. Others arrived as businessmen, and still others as vacationers
and tourists. German government officials also visited, including Wil-
helm Frick, Hitler's minister of the interior, who passed through Jeru-
salem on his honeymoon.

g

Readers of the lively Hebrew press in Palestine received a broad range of
information on the rise of the Nazis, based primarily on reports from the
international wire services, but sometimes on the work of their own special
correspondents. In the months preceding the political revolution in Ger-
many, stories from Berlin made headlines in all Zionist papers almost -
every day. The reports of the events that led to Hitler’s seizure of power
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were not accurate in every detail, but the general picture they gave was
reasonably correct.

On January 31, 1933, the day after Hitler became chancellor, the
independent liberal daily Haaretz decried this “hugely negative historical
event.”? Ten days later, it ran a headline that read, “BLACK DAYS IN
GERMANY.”” The paper followed the ongoing “anti-Semitic horror,” but
during those first weeks it, like the British press, ‘generally aimed at
reassuring its readers: “One must suppose that Hitlerism will now re-
nounce terrorist methods: government brings responsibility.”* The right-
wing Doar Hayom agreed: “There can be no doubt that Hitler the
chancellor will be different from the Hitler of the public rallies.”s But
from the start, Davar—the left-wing daily published by the Histadrut
(Labor Federation)—was more pessimistic: “It was a bitter and ill-fated
day when the New Vandal came to power,” the newspaper wrote the day
after the change of government in Germany. It described Hitler as a man
of hate and demagoguery, who would “tear the Jews out by their roots.””s

Although the press saw Nazism as a new chapter in the long history
of anti-Semitism that stretched from the Middle Ages through the Tsarist
regime in Russia, it found the current incarnation difficult to understand.
Several weeks after Hitler became chancellor, one writer likened Nazi
Germany to the primitive world of Kipling’s Jungle Book; another writer
called Nazism an “obvious example of mass psychosis,” suggesting that
only psychiatry could explain it.”

Already visible at this early stage were the outlines of the debate that
would come to preoccupy Israel: What was the proper attitude to take
toward the German people? The positions ranged across the political
spectrum: Hapoel Hatsair, the weekly newspaper of the left-of-center
Labor party (Mapai), declared, “Our war against this despicable and mad
enemy is a war against a particular regime . . . but it is not a war against
the German people.”® Those on the right tended not to make this dis-
tinction: Seventeen million people—the number who voted for Hitler—
are more than a minor party, wrote Revisionist leader Jabotinsky, con-
demning the whole German nation.? Then there was the middle way:
The fact that the majority of Germans supported Hitler, Haaretz thought,
attested to the fact that stupid, rude, and narrow-minded national chau-
vinism was rooted in the German people more deeply than in any other
nation; .nonetheless, “all the Hitlers in the world cannot eliminate the
names of Kant, Goethe, and Schiller from German history.” In this
connection, the newspaper coined the expressions “the other Germany”
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and “the different Germany,” highly charged terms that would later see
much use in Israeli politics. 1

More than anything else, though, the rise of the Nazis was seen as
confirming the historical prognosis of Zionist ideology. Hapoel Hatsair
described the Nazi persecution of the Jews as “punishment” for their
having tried to integrate into German society instead of leaving for Pal-
estine while it was still possible to do so. Now they would have to run
in panic, “like mice in flight,” the paper said.!! The Revisionist paper-
Hazit Haam used even stronger language: “The Jews of Germany are
being persecuted now not despite their efforts to be part of their country
but because of those efforts.”’2 The Holocaust would later be the primary
argument for the establishment of the State of Israel and for its wars of
survival.

The leaders of the yishuv—the Jewish community in Palestine—and
the heads of the political parties followed the German crisis closely; they
seemed to have grasped its meaning quite soon. “Hitler’s anti-Jewish
plans form an organic part of his ideology and he is likely to try to carry
them out,” Jabotinsky declared at the beginning of 1933, and two years
later he wrote, “The Third Reich’s policy toward the Jews calls for a war
of extermination. It is being conducted in a way that exceeds the bounds
of humanity.”"® In 1934, David Ben-Gurion stated after reading Hitler’s
Mein Kampf, “Hitler’s policy puts the entire Jewish people in danger.”"*

Everyone wondered how the persecution of the Jews in Germany would
affect life in Palestine. The papers predicted “loss and ruin beyond repair”
and described “the dance of death” that was going on in Berlin. None-
theless, they expected that “the hour of trouble and anguish” would open
unprecedented historical opportunities—specifically, increased immigra-
tion to Palestine.!* Ben-Gurion hoped the Nazis’ victory would become
“a fertile force” for Zionism. 6 Writer and Mapai activist Moshe Beilinson
went to Germany and reported back to Berl Katznelson, editor of Davar
and one of the leaders of Mapai, “The streets are paved with more money
than we have ever dreamed of in the history of our Zionist enterprise.
Here is an opportunity to build and flourish like none we have ever had
or ever will have.”V

g

A few months after Hitler rose to power, a senior Zionist official made
a trip to Berlin to take advantage of that opportunity, to negotiate with
the Nazis for the emigration of German Jews and the transfer of their
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property to Palestine. Arthur Ruppin, economist and jurist, had been
born in Prussia but had lived in Palestine for twenty-five years. A founder
of Tel Aviv, he was, at fifty-seven, a central figure in the Zionist move-
ment. By the time he returned to Berlin that summer of 1933, thousands
of German Jews had already been expelled from their jobs—civil servants,
teachers, professors, doctors, lawyers, judges. Thugs from the SA, the
Nazi party’s storm troopers, patrolled the entrances to Jewish stores to
deter customers from entering; from time to time they would attack Jews
in the street or light bonfires to burn books by Jewish authors. The first
concentration camps were already in operation, one of them not far from
Berlin.

Although Germany lived under a reign of terror, Ruppin could see
little visible evidence of the Nazi revolution. “Had I not known from the
newspapers and from personal conversations how much the economic
and political situation of the Jews had worsened as a result of government
decrees, I would not have sensed it at all on the streets, at least not in
Berlin,” he wrote in his diary. ' Jewish business establishments were open,
he noted. On the Kurfiirstendamm, the elegant boulevard in the center
of town, the cafés still welcomed Jewish customers and served them as
if nothing had happened.

Georg Landauer, a member of the Jewish Agency and formerly a leader
of the Zionist movement in Germany, suggested to Ruppin that he travel
to Jena, the famous university town that had once been home to Schiller,
Hegel, and other great German scholars. There, Landauer said, he could
meet Hans F. K. Giinther, one of the leading Nazi race theorists. Ruppin
would be interested; he had himself conducted some research into the
origins of the “Jewish race,” looking in particular for a connection be-
tween the physical appearance and the mental characteristics of the Jews.
During a two-hour meeting, Giinther explained to Ruppin that Aryan
racial doctrine had not originated with him. The Jews were not inferior
to the Aryans, he reassured Ruppin, they were simply different. This
meant that a “fair solution” had to be found for the Jewish problem. The
professor was extremely friendly, Ruppin recorded with satisfaction.!®

Ruppin also felt well received at the Nazi foreign and finance minis-
tries, he wrote. On the afternoon of August 7, 1933, he attended a meeting
in the finance ministry. The parties agreed that every Jew who emigrated
to Palestine would be allowed to take £1,000 sterling (about $4,000) in
foreign currency and to ship to Palestine merchandise worth 20,000
German marks (about $5,000), or even more, with the finances to be
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handled by Jewish and German trust companies.?’ The sum of £1,000
was necessary to receive British permission to settle in Palestine as a
“capitalist,” as this category of immigrant was called. It was a sizable -
sum; a family of four could then live in bourgeois comfort on less than
£300 a year.?!

The haavara (“transfer”) agreement—the Hebrew term was used in |
the Nazi documents as well—was based on the complementary interests
of the German government and the Zionist movement: the Nazis wanted
the Jews out of Germany; the Zionists wanted them to come to Palestine. 2
But there was no such mutuality of interests between the Zionists and
German Jewry. Most German Jews would have preferred to stay in their
country. The tension between the interests of the yishuv (and, in time,
the State of Israel) and those of world Jewry was to become a central
motif in the story of the Israelis’ attitude to the Holocaust.

Ll

It is not possible to establish who was the first to propose negotiating with
the Third Reich about arrangements for emigration and transfer of prop-
erty. The proposal, however, had a good Zionist pedigree; Theodor Herzl
had suggested similar ideas in his book The Jewish State.? It would seem
that something like the haavara agreement came more of less simulta-
neously to a number of people.

Sam Cohen, for instance, was a millionaire from Lodz, Poland, who
had settled in Berlin and dealt in real estate, most successfully. He was
part owner of a small bank and a coal mine and had his own chateau.
A seasoned businessman, this adventurer and philanthropist had pur-
chased land in Palestine and ran a company called Hanotea (“the Planter”)
that rented land to new settlers. When the Nazis seized power, he hit
on the idea that transferring the capital of German Jews to Palestine, in
the form of goods, would advance Zionist interests (by increasing both
immigration and capital in Palestine) and those of Hanotea as well
(through sales and commissions). His connections in Berlin had helped
him obtain the first permits allowing Jews to take out of Germany the
sum of money necessary to settle in Palestine as “capitalists”; presumably
Hanotea would manage the transfer of their property as well. It seemed
like a good deal for all concerned. Another man with a related idea was
Haim Arlosoroff, the head of the political department of the Jewish
Agency. Apparently he did not know about Cohen’s arrangement when
he came to Berlin in June 1933 to try fo obtain something similar;
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Arlosoroff himself liked to keep the details of his contacts secret. Yet
another was a lawyer named Felix Rosenbliith, formerly one of the leaders
of German Zionism; he had floated such ideas in conversations with
other Zionist notables who had emigrated from Germany—one of whom
was Arthur Ruppin.

The various uncoordinated negotiations with the Germans lasted for
several months in early 1933. At one stage the controller of foreign
currency in the German finance ministry, Hans Hartenstein, was sur-
prised to discover that the Jews sitting across the table from him did not
represent a unified interest but rather were competing with one another,
threatening the entire arrangement. The leaders of the Jewish Agency
wanted to prevent private entrepreneur Cohen from getting a monopoly
on the deal, partly because his Hanotea was identified with the Revisionist
right in Palestine. Instead théy brought in Yachin, a firm affiliated with
the Histadrut, whose Berlin representative was Levi Shkolnik, later to be
Prime Minister Levi Eshkol. *

Intervention by the German consul in Jerusalem, Heinrich Wolff (soon
to be relieved of his post because he had a Jewish wife), was necessary
to prevent the collapse of the negotiations. He found himself in a bind
—Cohen had apparently bribed him, and the Jewish Agency blackmailed
him.?* In the end the Jewish Agency and Ruppin gained control of the
negotiations, but Cohen, the Histadrut, Mapai, and the Jewish National
Fund (the Zionist Organization’s arm for land purchase and development)
all received their shares—some of the profits were used to purchase land
for Jewish settlement.

The details of the agreement were ad)usted from time to time and new
arrangements were added over the years, but in the main the haavara
operated through trust companies set up in Germany and in Palestine.
Before leaving Germany, the Jewish emigrants deposited their capital
with the German trust company, which used the money to pay German
suppliers for merchandise meant for export to Palestine. The customers
in Palestine who ordered merchandise from Germany transferred their
payments to a local trust company, which returned the money to the
Jews who had in the meantime arrived from Germany. The system was

* Other future prime ministers were also involved in various stages of the haavara affair.
David Ben-Gurion and Moshe Shertok (later Sharett) fought for the haavara agreement
at the Zionist Congresses and in the Jewish Agency executive. Golda Meyerson (later
Meir) defended it in New York. Menahem Begin was with Zeev Jabotinsky when Ja-
botinsky fought the agreement.?*
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complex; it required financial expertise and legal acumen, as well as
infinite paperwork and patience. All those involved in the agreement
benefited. The Nazis got rid of Jews, increased their exports, even though
they did not receive foreign currency, and broke the boycott against them
that had been initiated by several, mostly American, Jewish organizations.
The Zionist movement gained new settlers who, had they not been
allowed to transfer their capital, might not have come to Palestine. And
the emigrants escaped Germany with more of their property than they
might otherwise have done; only slowly did it become clear that they
owed their very lives to the agreement, as well.

The haavara system continued to function in one form or another until
the middle of World War II. Some 20,000 people were assisted by it,
and about $30 million was transferred from Germany to Palestine. Not
an earthshaking sum even then, but it gave a certain impetus to the
country’s economy and to the Zionist enterprise.?® The immigrants them-
selves were forced to wait a long time for their money, sometimes as
much as two or three years. They lost up to 35 percent of their capital,
but according to calculations by proponents of the haavara, they would
have lost more had they tried to transfer their capital in any other legal
way.?’

Nonetheless, the haavara was dealing with the devil, and it aroused
fierce disputes and conflicts that lasted as long as the agreement itself: a
left-wing national leadership versus a right-wing opposition that did not
have to prove its rhetoric in policy; pragmatic activism versus emotional
populism; the need to rescue Jews and build Jewish settlement versus the
desire to preserve the national honor; Zionist interests in the Land of
Israel versus worldwide Jewish solidarity. Nothing provoked sharper di-
visions among Jews at that time than the haavara agreement, David Ben-
Gurion commented.? The debate was further inflamed by battles for
prestige and ideological supremacy, intrigues and accusations, threats,
deception, obstruction, blackmail, extortion, and a murder that would
haunt Israeli politics for another ffty years.

g

At that time Zionist politics in Palestine were deeply influenced by the
ideological currents in Europe, both left and right. Almost everything
written in the left-wing press about the rise of the Nazis reflected a sense
of social-democratic solidarity and the fear created by the destruction of
Weimar democracy. Thus the Mapai weekly Hapoel Hatsair, not con-
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fining its attention to the danger the Jews were facing, described Nazism
as a “black reaction meant to draw Germany back to the darkest ideas of
the Middle Ages.”?° -

The Revisionist right, by contrast, had long been sympathetic to Benito
Mussolini’s Fascism and now and then even to Adolf Hitler's Nazism—
except, of course, his anti-Semitism. Betar, Jabotinsky’s youth move-
ment, fostered classic Fascist ideas and forms. In 1928, Abba Ahimeir,
a well-known Revisionist journalist, had a regular column, “From the
Notebook of a Fascist,” in the newspaper Doar Hayom. In anticipation
of Jabotinsky’s arrival in Palestine, he wrote an article titled “On the
Arrival of Our Duce.”*°

Four years later, in early 1932, Ahimeir was among those brought to
trial for disrupting a public lecture at the Hebrew University. The incident
and the resulting trial are worthy of note only because of a declaration
by defense attorney Zvi Eliahu Cohen in response to a speech by the
prosecutor comparing the disruption of the lecture with Nazi disturbances
in Germany: “The comment on the Nazis,” Cohen said, “went too far.
Were it not for Hitler’s anti-Semitism, we would not oppose his ideology.
Hitler saved Germany.” This was not an unconsidered outburst; the
Revisionist paper Hazit Haam praised Cohen’s “brilliant speech.”3!

When it came to the struggle between the Nazis and their Communist
opponents, the right-wing press in Palestine had a clear preference. Ahi-
meir heralded the Fiihrer’s appointment with an article that placed Hitler
among other “shining names”: Mustafa Kemal Atatiirk, Jozef Pilsudski,
Eamon De Valera, and Benito Mussolini.3? “Hitler has still not caused
us as much evil as Stalin has,” asserted Hazit Haam a few weeks after
the change in the German government; there was a difference between
the attitude of the Zionist left toward the Nazis and that of the Revisionists:
“Social democrats of all stripes believe that Hitler’s movement is an empty
shell,” the newspaper explained, but “we believe that there is both a shell
and a kernel. The anti-Semitic shell is to be discarded, but not the anti-
Marxist kernel.” The Revisionists, the newspaper wrote, would fight the
Nazis only to the extent that they were anti-Semites. 33

Jabotinsky, however, was less sympathetic than some of his followers:
He chastised the editors of Hazit Haam: the articles on Hitler were “a
knife in the back,” “a disgrace,” and “verbal prostitution”; such articles,
he insisted, must no longer be published. Within a few weeks, his
followers, too, learned to forsake the distinction between shell and
kernel. 34






