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I have the honor %*» ref<*r to sigf eonf ldeut le l deapatoi* 

&o« X&64 of Huron SS, 1934, jjHX* !#• 610/S00# present ing 

for the Information of the weoartsient #tsrtsia eons idere t ions 

wlileh siey b# of I n t e r e s t l a eomtoetSon with the negot ie t ieo C~* 

of t rade e^reeaienta between the ha l ted ;"tafc*>& and dsrsaany ^ 

Hll to gin® below fur ther inform felon end eosaraeat in t h i s 

oonnootion« In the <S«»j>«toh undesjpeferenee I Indiested 

tha t the ^er-'saan a u t h o r i t i e s were showing i very keen fY 

i n t e r e s t in enter ing i n to n\»h negot ia t ions and t'.?ok the 

l i b e r t y of point ing out the existence of ee r t a in fsc tore 

waioh a i ^ a t saake the negot ia t ion of a trade- a^esaaent 

with Germany partieulsarly. d i f f icu l t • t i a e e forwarding 

this . desspeteh development a k * « takes pl&ee t«*ry rapid ly 

whieh eiibetK&tlate the baekgreund la fomet ion given la i t 

mad which ind iee te that tlio tn&truetionii which the Soman-

mission whioh 3i*y eventually go to the waited Etetea wi l l 

have, aiay be of euah a nature as to moke the micaes* of 

the negot ia t ion* very problematical* 

i t the outset I >ym§ © e l l l h e i:,epartajftnt * * a t t en t ion 

to the atessorwi&ua ap»#aded t o t h i s dee;oateh# of & ton yep* 

act ion which I tied with * reeponeible off l e e r of the 

German 
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S®ri»n Foreign Of flee t!» he a e.« stated in noun© of the 

preliminary gBpeparutlon T/arlE for the ultiiaat*? negotiations. 

Briefly, in this private eonvarantion, he indicated that 

til® ̂ i i mission wan planning toprooced to the United, 

State® In May* that the 3err»aa authorities felt the neces

sity erf opening negotiations a® sosn »s possiblej the* the 

principal object of the Oerman negotiations would be 'to 

provide themselves with essential raw «nst«risl# whieh 

the^ wanted from the United States; that an attempt isouli 

be *aede to put the exchange between the United States end 

aer«any on ti balanced trade b&sia; and. that in ©atchange 

for the raw jaaterials which Oeraaray agree i to t*ska, the 

United Ststes snould agree to take manufactured goods 

from Gerstany* 8© hlsiself expressed pesslmlesi as to 

whether the Gerauan negotiations wlfclMthe United states 

could have e successful outeojae end ©aid that . LI the 

others ah© bed been present at the .̂ relliain&ry conversa

tions had been remarkably optimietlo, which optimism 

they b&sed principally on "President Keosavelt's new 

hoofe" end on a •onvereation which Hie %®rmm Ambassador, 

Dr« Luther, is said to have had with President Hooaavelt 

some tiree week* ago* 

In »y confidantial despatch 'Mo. 1964 of March 28 al~ 

ready referred to, it was brought out that the increased 

industrial activity in Germany anS the n#ed fo» raw 

Materials to krnap up this activity as well as the pro-

earionwa exchange situation, would probably result la the 

n®& future in cert & in rew g&aterisis being practically 

placed 
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planed under dowemwsnt monopoly. |vj£j days after writing 

this doapeteh, the iJoŵ rnmant announced tb&t sales of 

cotton, wool &na other taatile raw just«rials were pro* 

hiblted pending the organisation of a C3ô ernt««nt schoa§ 

for th* allocation of imported textile raw utat erta.14 to 

aornon industry. Tkis woo l*aedlat«lj reportad to the 

Department by the Biahasey by cable. 1m this @&*a© 

despatch I o«Hod attention to the probability of #©pp«r 

©elan placed uniier what Is practically « Qowernraent monopoly 

%m importations strictly controlled by the a©wer»saen% 

*h© announcement of this control m®r copper wes mad* 

late yesterday afternoon* It 1® interesting and sig

nificant to note that the control so far announced and 

exercised eaar raw aaterlala applies to fats, cotton, 

wool, textile raw materials and ©opper as well as nan-

ferrotta aet&ls* and that all of these are the raw mot trials 

with the probable exception of wool, in the exports?, ion of which 

to Osn&any we are inters »d# In other words the raw 

material monopolies so far established have affected ii 

more than any other- oountrjl f'he public atatensonts which 

have bean aad@ la Cter&bany with roapoot to those saonopoliee 

emphasis© that no etsbargoae on isxports iasive boon established 

as jet and th?t it is the difficult exchange situation « d 

the absolute need of the country for these raw materials 

whioh have forood the uovcrnstent t© these measures* There 

is, licwewcr, oonsidorable reason to beliove tht,t In spits 

of the really difficult esehans® situation, one of the 

reasons why these a©aopoli©« are being •stabilehod Is to 

prepare 
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pi>ap«tft the ground for the negotiat ion* with the United 

St&t#I* 

gfljlt uBumfclly woluminoua eoasaeat In th* oentrol led 

(ieratan press whidh t t a r t s 4 several w«k§ ago, alphas issing 

th® meed of S^raany for raw material© to keep up tti* 

in t e rna l a e t i ¥ i t y in industry M l the necess i ty for 

being ahlo t o pay f a r these raw materiel© in exports of 

German nentifaot'srad good*» ia continuing* The Consulate 

denarel a t S tu t t ga r t haa reported in i t s dfinpnteh Io» 

1S17 of tfereh 1% 1034, t ha t the •'Office to advance foreign 

trad©" at ^ernheia for the rtiatrlct 'If Bad«n m<5 the ?a l a t i na t e 

h@s r ecen t ly elected t o i t s hoard of d i r ec to r s aeveral 

of the snoist prominent industr ia l i@t§ in tha i ©action of 

•Screamy and tha t the he©-' of th la office i n h i t repor t 

t o the advisory ee^smitto© recen t ly pointed out tha t i t a©i 

now a n©cee«©ry ©canonic policy to give up gradually the 

connection© made through the ^0at«»Pav©r©d-8atien t r e a t i e s 

which have b#en found'for the -aoet part worthless , and to 

a t t e s t t o crea te within I'urooa* grea ter market A for 

Oerman speeds thru the eonelueion of b i l a t e r a l agreements. 

I t i s In te res t ing in t h i s connection t o not* t h a t in of

f i c i a l #ircl©* in Oenftany I t aeeae t o be taken for granted 

t ha t . ou r nee policy at home w i l l be de f in i t e ly to abandon 

the Mo»t*Far«red»K&tlon elauae in t res t le© and to put <mr 

en t i r e ©atplsairia on b i l a t e r a l agreementa. fhe eaphasia 

on the need for increased a©s"raan export* i e not only 

fouasi in the pr©*a in Berlin^ but throughout the whole 

country* P e l l t i e a ! l«»d©ra who have heretofore spoken 

exclu©iv*ly 
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•xelu©l©ely <©& Inner p o l i t l e a l a a t t e r a are ©atphftelslng 

t h i s ne©d fas* raw i t t e r t a l s an<f the absolute nee^nsl ty 

tha t d&Tmmn tma:ln©ft» mmi nut th«ataelv«# fe© the ta&k of 

''©©nouering*1 foreign Markets for Oerawn good© to pay for 

thaa© m t a r i a l a and tha t t h e i r %K»st ©lever If|ii* mmt be 

sent ©breed to ©isrry t!n*o«gh t h i s program. 

fhe i*!*®s« Division of thtf "ipopaganda Ministry i n 

c i ted the represen ta t ives of the foreign pra«« t o A press 

eonfarenas on the afternoon ©f l a rch 87* £»r# Punk, $h© 

:;;:tata f.earetsry of th© Ministry of ^©paigen^a, s t t h i s 

stoat ing »*id that the represen ta t ives of th© ferrit in pra te 

In Sermany fleesfea' for th© stoat part t© l / ek or. afcat was 

taking place in CN*rm«ny indust ry from s d i f fe ren t p©5.mt 

©f view than the National See ia l l a t ?er ty err! f a r t h i s 

reason were not able to eo r ree t ly i n t e r p r e t {h'.rstan poliay 

t o th© re art of th© world. He as Id? 

For us- th© general business pol iey hat nev^r 
been p r inc ipa l ly a money prahi«ss* not a Question 
of in t e rna t iona l monetary system.® and of I n t e r ac t i ona l 
c r ed i t siark©t«» feat more p a r t i c u l a r l y a problem of 
w i l l , be l l a f and organisation* we eouia iwte 
©oneantrated th© .entiJMI wi l l and organisat ion 
s t rength of th© Sta te a* a* 1.1 as a l l th© napae l t i a s 
of o a r - a u t h o r i t s t i t t S ta te and of our Indus t r ioua 
and gifted population, on our export mark*!** ;i"P«r© 
i s no qua?ti6n %lm% i f w& had dme t h t f we could 
have leap t ©war a l l t a r i f f an4 devaloatad currency 
w a l l t t b u t then the forei^jn starkatf would «ai?s 
b«in thrown in to g rea te r disturbance than they 
are a c t u a l l y i n . Foreign ©ountri©** therefor©, 
should he wait ©stisf iad with the preVant ©msr&er-
©ial pol iey in Germany which la put t ing a l l i t a 
®n©rgl«# on the inner aiarket arid concentrat ing 
I t s s t rength on th© d«valop«i«nt of ampleyment and 
industry in the o@utitry» th© d i f f i c u l t ©xehange 
s i t u a t i o n , therefore , could ia&ily drive? us to « 
poliey of forcing exports** 

I ha-vfc quoted t h i s a t length a© thaa© atatomenta 

could well bsvs been saotS© by his @hi©f, th© Mini at er of 

Propaganda, 



3*roo»sa»d», f*» Ooebbelss . I t Is p rec t iea^ ly s t a i l e d 

th rea t t he t 4f 0#a?8i8fiy I s net provided with r&ir materials' 

t o keep mp her in t e rna l a c t i v i t y # she wi l l be forced to 

f o l ' ow the same dwrdag; rseasuyes «nd the atm® In te rna l 

Indus t r i a l sreaanras now prae t i sad by Japsn* I t 1J> A fe ry 

t h in ly r a i l e d t h r ea t thnt the eontrol of fche i t t l o n a l 

•"•oelalisb Party over 3<>many wi l l be used t o roiuee w&g#s 

within the country t o #ueh | point t h a t fterKMHa good® wi l l 

flood f t ^ i $ a ' m a r k e t s . 

The minis ter for £*ahar# j e l d t o , then followed, 

speaking ©f "'the hmpvj and s ae r i f i e ing ©©operation of the 

Oersam people in the g r ss t work of providing estployment 

aod. t h e i r be l i e f in the lender ship of Hi t l e r who has shown 

the end and the road t o l tw« 

s t a t e Secretary 'fteinhardt of the Ministry of Finance 

followed md s s id t 
m"m w i l l , according to sty reckoning, « t the 

end of Ju ly . 1934, have only & mil l ions of wr*» 
employed l e f t end a t the l a t e s t In the susamer 
Of l@l& s t i l l a few hundred thousand. All th# 
men wares of the -Tovarnstont w i l l be d i r e s t ed 
tew&rda ine reas i sg the desaands for goods and 
servieo* end with t h i s strengthen the destand for 
labor ' • 

S ta te Secretes^ ?osa« of the Ministry of Ooaaaeree 

then followed, saying that he had followed w.th interest 

the foreign eegsaent in th« Is at few days on the ..«asures§ 

taken by the (Jovermaent regarding raw materials and that 

tne*»e saae*n*r«» had bean Ineorreetly interpreted abroad. 

He said that *te had read that the Government took the as 

steps only to o&rry on its prograss of rearmament and • 

wiabeo. to assure itself of essential raw materials for 

this 
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t h i s pragraia. l a »«lt1 t ha t tha op'ootit® was tha e@s©| 

tha t tha aoa^rwsitsnt only wishal t o sna the t Industry was 

pr©t»©t*-1 against spaeul&tion and would fe« i # p # i # of 

aaaaas^ry raw gsotsrlals* Ea w«<nt on t o say tha t tha 

for«i$a i^f##i s ta tad t&si dtarewm^ was p i t t i n g into affect 

cotbargaas and tha t t h i # a l so w».» net correct as not a 

s lng l s ssabargo had as yat bean astablishad« Ha se t s th»t 

tha ataa suras t^kan fey tha Oawammsnt with ragard to raw 

watar ia la ware only a eonsaquanaa of the diff icul t a^ohaaga 

s i tua t ion and. wara s a s a n t i a l l a order t» avoid -a panie 

mi th® as rka t s and tha t discr iminat ion ©gainst foraiga 

eoua t r l s s was in no ssnas intundsd. Ha elosad by saying 

t h a t i t §»©»« p r s t t y well as l f -av tdsnt t h s t If tha 

ganarsl. po l i c i e s now feeing e » r r i a i oat in so many eountr las 

wart" continued* ftsr-ssny might b© obliged t o tak© c e r t a i n 

aaasuras , p a r t i c u l a r l y t f tha .selnelole wsre not pat in to 

preetie© t h a t the debtor can only pay to-day in the form 

of g&°<5® °** sarvlc«a» 

1 ha?a thought i t vorth w ;iila t o c a l l a t t en t ion t o 

t h i s pves$ eonf«*r«naa of yaetarday afternoon as i bollave 

i t was pa r t i cu l a r l y in t snde l for tha represen ta t ives of 

the American press ah© woro to get owsr t o tha /warlean 

peopl« information preparing than for tha a®in &ei*ma& 

thasia* tha t Qermmnj must >mvt* raw ata tar la la and tha t 

aha a an pay for them only l a sjenuf se tore I goods &nd 

services* 

fae Dapartaan* awy be ia tc rea ted to know t h a t the 

general imprmnntm among &tmt>%mn business saen here with 
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regard to /i«»rle&n~a<&rnan trad© relations for the naact 

few year** Is rather pessliaisti** They do not sea how 

w# ©an agree to accept airman jtianufaetured goods or 

oak a any arrangaraente, tariff or otherwise, to accept 

such German fsawauf«cttir«-i- goods In sufficient volume to 

provide for the payment of raw 'Material is or to balance 

our^adsu They fee$ that the acceptance of (itraah 

manufactured goods in the volume required to balance 

the exchange would cause such disturbance in our awn 

industrial structure at home and load to such unciaployaenf 

and reduction of activity in s»ny American manufacturing 

eatabliahmenta^ that the compensation offered le entirely 

inadequate* They also feel that the general |&titud# 

towards existing foreign obligation* in. Germany ia such 

that 1$ precludes any possibility of Germany being 

assisted in the form of new credits for raw mterisla. 

Considerable tisie imy at ill glapae before we arc 

prapared at home to receives a Genaan raission, mvi change a 

in the German attitude nay take place in the interval! 

but I believe it nay fea safely said, to the Pcpertment now 

that the basis of the darken negotiations will be their 

willingness to talc® certain rew materials for which we 

ara to take an equivalent amount of .aanuf&etured good©. 

They realise the difficulties of various kinds which we 

would have in taking an equal value of manufactured goods 

and while striving for aa great ooneesaions in this respect 

as possible^ they will undoubtedly then stress the need 

for ere lits• The preaant Government would probably not 

hesitate 
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hasltate to u®^ as baekground in it® negotiations* its 

mmpl®%® sontroX # t e r the O-eraan eeonomie system ami 

iti» a b i l i t y to rsdttse w«i5#» and standard of l i v i n g t o 

anabla Oarsaany t o flood the world with Cf«raaa good®, a 

measure to whieh ah© say be foreed. They wi l l advenes 

the idee tha t the tleraan peopls are 09 devoted t o the 

now system and t o ifr* H i t l e r , t ha t they w i l l follow h in 

happily an<? wi l l i ng ly in to any s a e r i f i e e s whieh s&sy bo 

neeeassry to prnrntrv® themselves* 

fb@ personnel of the German mission is not yet e lear 

and t have no further information m t o i t s esmposltioni 

but as ©00s as any information i s ava i lab le I w i l l not 

f a l l to tem-p the Department informad. I t seeaa f a i r l y 

e l ea r as thJng«jstand now, t h a t H*« Fasae w i l l bo one of 

the load lag member® of fee mission. • t h i s would be in 

Kiany raopests des i r ab le , fo r he i s fu l ly famil iar with 

the diesr iminet ion against .Amorloan i n t e r e s t s in Germany. 

I t wlllRandoubtedly be our des i re in sunh negot ia t ions 

whieh we may have for a t rade agreement with CSerranny, to 

endeavor to assure ourselves of e» large an ou t l e t for 

raw mater ia l* t o Germany as poaslbls* I t l a an important 

considerat ion for us, but 1 bel ieve tha t our preparatory 

s tud i e s w i l l i iselos© tha t an important fee tor to h% borne 

in mind in t h i s eonnaetion la t h a t fundamentally Ctaraany 

muen prefers t o gat raw mater ia ls from her neighbors and 

from nwm other eoun t r i e s , Sean as c>armany»# i n t e r e s t 

i n us a»y be as an export market, aha h®;-jhe# aye a lso on 

her neighbors, many of whom ©an only,pay her through the 

agrleultural 
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agricultural, and other raw oroduete which G«raiany takee 

fycm thaau Germany Is (actively staking egrcane&&* with 

European countries and fear principal bargaining power 

with the^e countries is to take eert&ln etprle«iltursl 

products from then* Her political pregrw and her 

economic pregraa involve- consolidating her position in 

iaBPOpe gui she wants to get what she ha» to latpert in 

the way of foodstuffs end raw a»%erials from the nearest 

possible source* X think therefore theme considerations 

will he very ssuch in the lalad* of the •(Jerasea aegoiiaiors 

when dealing with u#* Their principal object will'be to 

assure themselves of eerttsin raw assaterisl® from us which 

they cannot with .«o»e advantages set fros their neighbors* 

la cannot ignore the feet thet #©r very natural reasons 

Qmrmemy wishes to make Itself independent, as f sr ae 

possible from overseen sources of raw materials* In 

o«®« of trouble she has at least far greater chances of 

getting them over land than over the a©»®. thai* la good 

reason to believe that fundamentally Senasny looka to us 

lees and lest far raw materlala and therefore It would 

probably mot be wise nor fftF»»e#lng on our part to rsake 

arrangement® for a temporary outlet far certain agricultural 

m<& raw product* at to© great a price* flhile the com

position of th# German mission m» X have already said ia 

not yet clear. It .may be taken for granted, that it will 

be made up of wit who have a v®ry definite knowledge of 

0ermsnyf§ regions with her European neighbor* and who, 

in negotiating with us* will have constantly in mind 

existing 
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s.xiati&g and mn**m®l»%®& arj*»»g«m#iitM with thoea ao«r«r 

@»igh&f»* 

la my daapatoh I©, 1964 imdar r«faroa©©# I calXod 

*&tfe@«tlott to the way« in whieh Aweriaan busiaas*! §»d 

Aofc&rXoaa ©aoital in Cte»rsaany life auf far ing an J tha fee t 

t h a t our t r a a t y of Fylend*hlp/C<MM«ro« and Capsular 

Sights hft« not h©#a auff le lant t© $• d*pt*t®Xy nrotaot 

tfcaa* ifitaraats. uador ax ia t iag eirsimftano^sjia (Janaanjfc 

Thia i s a factor which ©&a hardly tea ignored In any 

aago t ia t losa whieh we may fcavo «sth aaraany for now 

t rada a,$r*«a«nt0, and whIXa I hali«va tha t aueh negot ia

tion® should h® u&dart»k«n ami t h s t we. should protoot 

our feel at lag tr«d# and i n t e r e s t s la «s#ry nossibla wafp 

I cannot foalp on tha husis of tha d i r ae t knowladgs X 

hass of ea r t a ln s i t ua t ions h«r#§ hut b« aoiaawh&t paaaJUaiatio* 

Tha praasatt dorsum ^omrnawint I s proelstiaad to ha m. 

au tho r i t a t i ve Stat© and the higher a u t h o r i t i e s sr® 

supposed t o ha in a pos i t ion t o ba ahXi t o ©afore© 

t h e i r wi l l on the paopls , i t l a , as a matter of fas t* 

an au tho r i t a t i ve &tataj tout ny «rp*rifi«©a extending 

through the whole period tha t the new £>©v©r!ra«at has haen 

In powor* i s to th« offset tha t the r e a l au tho r i t y I s not 

vested in a few Xaadara at tha top hut la r e a l l y l a the 

hands of m w r y eoasidsrsMa group of aaeosdary leads** 

and t h a t theas #©e©ad«ry leaders ara in a pos i t ion t o 

serry through t h e i r wi l l In *»ny things agains t tha 

higher leaders© Mm I hsvt already lndieated la previous 

deepatchesg on© of tha ptrlaslptl. q u a l i t i e s ©f tha Ch&u©ali©rt 

Mr*Sit l«r, 
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ap* KltXer, tl Ills ability to know when he e«n dp certain 

things sttl when ha amit refrain fr©§i doing than* It it 

unquestionable that the higher authoriti•• of the pF©s#at 

dovemjstent have learned a great deal tin©© aareh St 1988 

aisil hate a stuoh better understanding of sJers&any'it inter-

national position. Tula understanding, however* baa not 

permeated vary thoroughly the ranks of the secondary 

It&dera who actually exarolse the authority and wis© !>av# 

the contact with the »»»«»# Whether action* therefore* ean 

be carried through la any awfct«r# depends sot »e such upon 

the will of. the $m$®r ItoAera but np«n the willingness and 

tha attitude of the secondary leaders. Tti'-Srn la a factor 

which eaffi'iei be Ignored in negotiating trade stjreeiaentjs 

•with Sarsssny. Obligations which amy be undertaken by 

the Onverni&ent it twg not fee possible to carry through, 

alaiply because the secondary iwadwrs ar<* sot willing that 

they should be stade effective* Although the high authorities 

for axanple, re cognised asae months after March S, l$5S that 

they could not Ignor© the obligations of Qmwmmnf under our 

treaty and although the Chancellor and cabinet ministers 

hoV« from tlae to tia*) given aaeuranees that t̂aerloan 

interest i mn& American capital sntat be protected and enjoy 

the reciprocal rights and privileges that Oeraaan Capital 

and d<?waan firms have in the United States* the aeoondary 

leadera of the Party, hava never been able to accent this 

idea and are definitely oriented against foreign capital 

and Interest a ̂  #vtn though discrimination is involved, &n&. 

the result ':ta« beam *®r$ definitely and la, that our 

Interest a in Germany are suffering and shrinking in Velusi* 

As 
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A* i i t i matter i s one t prlm&rj Import aaee, 6 e»n-

arat© s a m p l e mmj b© ©# i n t e r e s t * la Jarmmrj ©f t h i s year 

the letro^>©iawyn»M«yar | i 0©raaay ouboltted for th© ap

proval ©f th* Qnrtam emeorship In th© Mini it t r y of <»rop«ganda, 

th© Kaglloh vers @n i f $ film in whi@h Sax Stop* Csroara 

©ad Dompaoy «**e th© paptneipal actora* Although I t was known 

tha t Steer i t © Jew or has Jewish anoaotorg, tha Bngliah 

varaioa of th© film was approved• 9fe th© baal* of thi© 

approval th© ISetro-ooldwyn-Mayea* proceeded to »»k© a 

synchronised £J*r«an vsraioa of the film together with ©opl©a, 

and invaafc©d aos© 150,000 marks in th© paroduefciaa© Whan th© 

(lemon veraion was aiatoalttod t o th© o«8«p in tfe# Propaganda 

U n i a t r y , th© M©tr©-Q©ldwya~May©r learn«d thro\*|$i o f f i c i a l 

sourcea tha t i t wo** forbidden* fhrough the in te rvent ion 

of th® Foreign ^JLniater with ''**»• CJoebbela, th© ftiaistar of 

fcpopagnndo, th© ©orapiitiy was given p«mias lon t » preeeat th© 

English w©r©t;..a i f t&e Sermon varaion was withdrawn so tha t 

the deiman author! tie© wotsld not ha placed in th© posi t ion 

bafor* th© pahlie of harming th© &©rr*on vara?. ©a, us th© 

only ground whieh ©aula h« given w»# t h a t Bear was a Jaw. 

The ©©moony refused t o ©eeept t h i s dee is ion , g ta t ing tha t 

they had pvmm®4»4 e n t i r e l y in good f a i t h in making the 

daman %er«lot» aft®* the Bag3. iah warsi on had been approved 

and tha t i t ©amid not ©ontinm© in bnalaaists i f th© ©enaor-

•hip of th© Hltilotry ©f Propaganda by «yoh a r b i t r a r y aet© 

»©d© I t Xo*« ISO,ooo aerial on a stngl© pie tnra which th© 

flfM had wary r©a«oa t o hallo©a oould bo produced* 

Aeoompaaled by tannul •©lot, I called an Ministerial 

Diraktor 
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a t r ek to r r r » «reiRer of the Ministry of Propaganda. Dr. 

-3relnaa' i» an o f f i e i a l who ree i l aea the in te rna t iona l 

lapl leAtioa* In. the forbidding of the Carman v a m i a * a£t«r 

the luftliah version had been approved and a l so the fur ther 

off|p§§ OR the aeman a l t u a t l e n ifaHMNl of thoaet ion of the 

Government in £$fblddlB$ A i'ilis. giaply heeauae a parson 

having mmm fmtitih blood haonene ## b© oa# the net or* 

i n i t . Br* d$>elxfc$ty however* hed with hiss during tbe eott-

Vj&rtftliiMfc, the head, of t he F l l a 2>ivi*i«n af #h® l?ro»aganda 

Ministry with one of h ie n#^oelg.tea# I explained the s i t u a 

t i o n very thoroughly to Dr. a re iner and h i s two a s soc i a t e s . 

I t in s igni f icant tha t 8 r . Orelner t h r o u ^ o u t the in te r* 

t i e s did not make any eomiefit and a id not sake may ilgjf* 

gea t len to h i t anborf! ins tead fhe a t t i t u d e of the subordinates 

however, e loa r ly showed tha t they had no regard whatever 

for eNsr«l£*n in t e rac t* and tha t they would he very happy if 

the ! otro-*>oldwyne»May*r would wi. thdraw from the $er*gan 

f ie ld* I f by i n f l i e t l a g loaaes on the iaaeriean eetapany 

they eould le.ud i t to abtmdon the itfmmn f i e l d , they 

would from t h e i r point of view have dm® a good day** 

work* I t i t fvarther i n t e r e s t i n g t h a t the hearl of the 

F i l » rev is ion of the Propaganda ttlniatry •©lewaly assured 

m t h a t the ak-rtaan version 'm<S. not yet been forbidden. 

when I bad in | p poai&at % signed copy of the protocol 

of the taeetiag in the Ministry the day before* *f whioh 

meeting he 1® ohairaan and at whioh the filia Had bven 

formally forbMden. i t ie equally 1 igni f leant t h a t 

*d*en I a eked h i s what ohjeatlona thero ware to the 0«r«a«a 

vers ion of the f i lm and if i t waa net beaauae M Bser 

was 
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«M of «F*wi«h origin,, h# r e p l i e d that hft AM net know 

iws ftbot b««sl® there were objections %«.-< the< f i l a «m--? tha t 

he would have* t o eata&tne the lew unci the r*gul» t loae* 

The sipi»d ceoy of the protocol of the pr«i?i«a imy* i meet

ing »f w-iieh he was the eheirr&ut* and which I had in j^f 

packet at the t i a c t r e c i t e d h i* statement tha t the f l l a 

had t e be forbidden on the ground tha t lift* Bear i t a J«t» 

The foregoing ac tua l incident i» 1 bel ieve § e f 

f i c i e n t l y c l ea r exassple to br ing out the statement se&e 

in t h i s despatch tha t the higher a u t h o r i t i e s ar« not in ft 

p e t i t i o n in s p i t * of what stay be »n understanding a t t i t u d e 

on t h e i r pa r t , t o carry through t h e i r w i l l . t he j t ln le tcr of 

Foreign Affairs , the 'Sinister of f'ropagsnda and ia in la tar la l* 

d i rek to r 3r« ClreXner, would probably haec nars t l t t e i the 

0enoen verts Ian of the f 11a t o run} but they a re not l a ft 

pe t i t i on t© go egainat the vlewa an<3 the notion of toe 

auJctordlnate* in the Ministry of f*ropag«nda ac tua l ly charged 

with the work* I t i s In te res t ing in t h i s connection to 

note tha t 3r« fJechbela, the S&nlcter of Propaganda, In 

ft speech before t he pr inc ipa l ?>®eplft in the Clemen f i l a 

Indust ry and those in the '^e^rnaant in control of the 

f i lm indust ry , afsphesiseii the necess i ty for increasing 

&«rwan filat production* Ke clo^ad h i s speech with the 

statement tha t us &sr«ian f l l a production wcula have to be 

brought to the point where I t would bo suf f ic ien t for the 

0ar»an nerket* Mit i s therefore net necessary end there 

Ifti no f a r the r reason why f l l a t hea t r e s in Q<mmmy should 

heee any w.vtm t o look t© foreign firm® for the •owering 

of t h e i r n«ed®% t h i s public statement of .or» Oeebbels 

with 
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witts r®sp«ot t o t he film iadu t t ry I t only on« ©f Ipfe saany 

t a n t r e t o lnstniitoe whiah wo h**«# showing t h e t I t i s the 

I n t u i t i o n of the au tho r i t i e s by whatewer M««ua s t t h o l r 

dStpotal* feo es*«d out {gradually foreign i«t*Mh»»t-» and 

foreign gotda« Bwen I f »o&* of the higher a u t h o r i t i e s and 

r e ipeas ib l e HJinieters r««*Ii&® tha t th in pol iop wi l l ev^ntnally 

lead t© r e p r i t a l a and andlaat d l f f I t u l t i e e to# Oermany, i t 

i« c lear tha t they eoanet carry throagh t h e i r w i l l against 

those secondary leaders who are absolute ly determined to 

es r ry thro'tagh t h e i r own views and who to far ha^e Boon 

eueoaesful•In doing so. 

5bat t h i s id m eery r e e l eiwmatloii which but in to* 

awm have t o dec! with ewery day and ft W«r'rj eontret** problem 

with far~roeehin| | i jaollectiene which e w *lowrtwaefjt amat 

consider Is. a i l deal Ins t with the present Qfowerna^ni i s 

Qermany, i s indicated by anatbor exasaple which 1* of r e a l 

lsipevtanae* k% the inforzaatloit ©oneornlng t h i s loo insert 

fm$ cent* t o my a t t en t ion through a e«ry Intimate per tonal 

contact* X aha l l not saantlcn nasaee* .-«6ne of our stoat Ia»-

pcrtmsfe tMmtfaetuFlng Int«re«t*f In t u t €nlt*d Statee hat 

« p leat in 3e»usiiy where i t !3anuft«tnra« i t t produat which 

i s i s coxspetitlen with (Jeyraan gooda of t ho «a»« type in 

Oersaany* £he pr inc ipa l Sorsian a«j»pany manuf maturing thift 

type of equ < pawmt sad which has boon i s wery keen eoia-

p e t i t i o n with the p lan t of the JUaeriaen aaopanw- in Oeraanyv 

net not boon able t o br ing i t t own pro ina t wp t o the 

at&ndard of tha t predneed fey tho Aasrlcan company in 

aenaaap* Ftsr two year a the Aamriaen ecrapany has. boon in 

t©\sch 
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touoh '.»lth the %&$$$& ©oaipany whttti X aiay aay oeeupiea 

even a. m®^<® predominant and powerful a i tun t ion In tfersaeny 

than th© pt»&H i«i*riean muptmj doaa at h « e , to t he and 

t h a t arrangements ,8».̂  be arr ived a t by th iuh the in i a rea ta 

of the Carman ©o»ipa«y ?a«y h<fyM&%*£ with the &siftrleen« 

Progress was made on the a a negot ia t ion* and eont lnoal a f te r 

the now Oowarnaant ease in to power and | few days ago there 

we© thorough agreaaent between the .&a#riean and th© $arman 

e©aij>any to serge t h e t«o faetorlee# fhe fc«sraan ©wn#& 

$«man plant was* to be abandoned and production ©onoaotreted 

in tii® Jfcaarioan owned '.>*?r̂ »tt plant* the Carman ottaoeny ae~ 

sussing o minority i n t e r e s t in the An^fiosis wwnad 3era«n 

company. AS i t involved the t loe ihg of a Gamen plea t ant* 

an «««)oeietion of a #ers&aa with an **»eric«» t n t e r e e t | .the 

plan we a submitted t o the higher clennan au tho r i t i e s for t h e i r 

approval. Without going in to date11, 1 »ay mj t ha t th® 

arrangement wa» very ssn&h in the i n t e r e s t s af Seraany and 

the advantage of i t t o dfarmany w©« so Obvious that i t 

received the complete approval of the higher CJemian 

e u t h o r l t i e a , Including the pergonal mnnmsl®. advleo» of the 

Chancellor who to ld the German fir© to go ahead, an-.i sign 

tho ©ontr&eta* 3Uat before the contract was t o he a l ^ e d , 

a smeller Herman plant in tho same industry mme able to 

reach the appropriate Ministry* end pro«in«rtit and power

ful mmabmwn of the ?erty Informed the Ministry tha t the 

cont ras t eould not fee put through wnleaa t h i s firm was 

taken ©ere of • Although i t was c lea r to the Minister 

g l i hie associate*® tha t the arrangement a r r ived a t was 

de f in i t e ly 
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d e f i n i t e l y and t e ry eonaldersbly in the i n t e r e s t a of 

daman economy an<3 tha t the in t e rpos i t ion of th in other 

firm wa« r e a l l y in the for® of blaelraall* t h e $tt»etian we® 

re lead by ru th powerful -'caberf of the Forty t ha t the 

Mini titer ha<3 t o e^viee tht.it • «ay be found t o toko ear* of 

t h i a l a t t e r first before- the agraeoant « i s signed. The 

pe r sona l i t l ee involved in the agroomont ond in i t * approval 

were eiaoag the neat important in tlermany am& who ara #uppos®a 

to be a l l * p w e r f u l in the present ftcraum au tho r i t a t i ve 

? t a t a | and yet in ao important a contraat ss t h i s involving 

auah de f in i t e advantagea for Gwrraenjp. they could not put i t 

t h o u g h because sitnor but >nrty masabers with a low number 

Interposed these d i f f i c u l t i e s * 

These instances are not i so la ted* Ttomy reppeaent a 

aittt&iion with whiah I have bad to coma in contact ev<*r 

aineo the new 3»«emmant came in to po«er» The of f lc io la 

of no other foreign, country have h*i t o have so anion •on» 

t ec t with the 0«rt»an au thor ! t l ee s® we ainee lurch § of 

l a a t yeajpt in connect Ion with the pro tec t ion of i n t e r e a t a , 

end i% i s nee«*eeery t h soy tha t the s i t ua t i on brought out 

In the two foregoing, lncldante ia a %«ry re-el and de f in i t e 

ana whieh we and the r e p r e s e n t a t i v e ^ of e t h a r eouritrlaa 

In Owraany hav® had to deal with under the new. dovemnenif 

m& ee tfea lnaidonftt r e c i t e d in t h i s despatch hava both 

taken piece within the l a s t ten day®, i t la & a l ea r ind l* 

option tha t the s i t ua t ion continue® to aubelaft* $h* 

In te rna l p o l i t i c a l end enonosilt a i t u i t i o n ia aueh aa t o 

Indicate that t h l i •ondi t ion w i l l continue to ex ia t ae 

long a» the dersian ^ow^rnssent retain© It a present form 

tht.it
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and eoap#ctii©»». These Mcondary officials ere definite

ly tied to « policy of decreasing Oermeny's impart* if raw 

materiel* te a ffiiniMBij of practically shutting out from 

Oeriseny all iatperts of Manufactured goods aisd of following 

* consistent and parelctent discriminatory tot Ion a&sinat 

foreign interests in deraisny, capital or otherwise* which 

will IceS to their elimination* That this may load to 

retaliatory ̂ eaeuree in oth<sr countries whose interests in 

Germany are affected, Is a consideration which so far has 

had llttls weight with these secondary leaders, or at 

least w)th a wary limited nustoe* of them. 

Under these circumstances it is cseecdinsiy difficult 

to sea how we can haws any assurr&ec that any agreementc 

which say to entered into will be carried out. the- formal 

assurances of the fterman negotiators or of the- laraan 

icwer&metiti would net ha enough under existing circumstances, 

for those who know the internal situation in Germany realise 

definitely that the ;towerr?m©nt is not In a position to 

carry out any action In the econoaiic or industrial field 

against the will or wishes of the secondary leaders. 

Respectfully yours, 

decree S* Master smith, 
American Consul General. 

Enclosure i 
Scaorandum of conversation. 
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