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SIBJIOtt Conela8*»£fcie»8 In oentieetle* wi th poss ib le 
negofcteMon of tre&e e^peeeteiite between the 
United S ta te* and Ooxwrny* 

TBI SOVOfiABLE; |?aiFimPTX^I> 

Slftt 

I ha^e tbo honor t o infera the DopMptaitit t h e ! cm 

aqr re twm t o % ?>o®t a f te r lonvo of abeetuMi In the 8felte4 

S t a t e s , the Mab»m&Aw^ p r i o r to h i t depertyre* brought 

t o agr a t t en t i on the des l r* of the (Jeraait ^otornm^nt to 

e«n4 » mlaetoti to the Onlted Stetess t o negot ia te t triad* 

agreesswtnt oo soon at poss ible e f t e r eeagrese may haoe 

pasaed the l e g l a l e t i e n aow pr id ing before i t , au thor is ing 

the ''-Tea Moot t o stake suefc gtgrearaeitta* ®« had the eppor** 

tun i ty p r i o r t o h ie doparfciar© on Immv® for the United 

State** t o diacnae aone of the o©neid«!ratio&e bearing on 

•uah negot ia t ions ana the Aafeaaaa&or was of the opinion 

t h a t I t V0ol& be des i rab le for mo to ha*# eonveraetlona 

in the nmr future with SOTM of the higher of f io la le ©f 

the Seinsan 3©wr©»ent with whets I have boon in eontae t , 

• • ee r t e in baokgrMBd might be of In te res t t o them, in 

only • l i t t l e * over a week hot eXspeect pinee |' return*':1 t o 

duty and a* the ranking affieer© of the dfersaen $&9®Tim&B& 

t o whom i t would fee i n t e r e s t i ng t o to Ik in connection 

with probable tt*e*tl*%ton* hate b©«n very much occupied 

end almost latpoeaiblc t o see, I hew hei the opportunity 

up 
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up to the present tisa© only of talking with Stunt.®* 

s©eret#©r Or* posse in the Ministry of cosasieree smd 

will refer to our esawerseti©B in thin despatch* I 

believe* however, that It aay fee of Interest to giw* 

to the Department t*»# of th© itsgxreesions which I re

ceived since ay return* 

The general situation In the country does not appear 

to have Improved, ana whiXt there sir© outward indications 

of order, stability iffp Increased activity in industry* 2 

feel that the haoi* situation Is vmr« uncertain snd 

present* greets? sleiaents of danger than in the beginning 

of nsoee&sr when 1 went to the United States* In the 

political field it is oh?ions that Oerwsny ha® mad© a© 

ppogrese in placating pubXio ©pinion abroad ©r is further* 

lag hsr policy* On tbjr contrary the developments with 

respect to Austria represent s real aetbaok. In the 

industrial field there has undoubtedly been increased 

activity Involving greater employment, hot consumption 

©f goods In Oemsny itself hsa gone down due to what is en 

apparent •onotantly decreasing buying power of the rassseo* 

wages have gone down rather than up and prices have had 

s tendsnsy to slowly increase rather than to remain stable 

or go down* It la generally conceded among*thoss who 

know, that the Increased setlvlty In industry Is due to 

artificial stisanlus brought about by Party no* sures 

requiring the wearing of uniforms, a a well as because of 

reel preparation* for psaraament* concrete ®videa*j§ 

comae to us glnsst daily indicating that a wary 

considerable 
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eonolAepeblo par t of the a t l su lua whlob hoe been ntv#a 

t o toduetry i« through tlwi prodmotlofi of ©otuel war 

notorial© or t o tho prodaetion of autehiaery end equip* 

ment • a a e a t l a l for the manufeeture of amoh wur m a t e r i a l s . 

i a th« f l aaae l a l f i e l d there i s * fool ing l a Inforned 

oi re loa tha t tho ©omatry i e tip age l a s t a at on© w a l l , 

The unfavorable tra<t@ belonee of 22 million© in January 

and of m o i l l l o a e in February I t ie bellowed w i l l be 

followed by boloaeea is r Marea and following month© wMeb 

aoy a how a von a «or« mfavorabXe posit ion* Tho oirsfejiage 

pos i t ion i f undoubtedly aer loua. fh© posi t ion of the 

Ealohsbank la we«kev« The program for raerraaaoiiw upon 

whtoh the $©v«ru»ent sooaa d e f i n i t e l y determined* 

iavolvea the importation of e e r t a l a vm xaaterlel© whieh 

eannot bo flaaneed throu#i tho i>ro®«nt ret© of ojrport©» 

Th© eoantry ie t ry ing t o oarry through a projp^t« whloh 

inuolvts groat©r issportsfc ions of raw na to r i a l a and i s 

at tha earn© time faa®$ by decreased ©ol©» of i t s good© 

ehroafe The pree«nt torapn of tho i n d u s t r i a l aaotklne 

©snnot b® kept up without a e e r t a in flow of raw mater ia ls 

whloh uador ©slating ©onditiona there a ©era© t o bo no way 

of paying fo r . 

sel l- informed person© a t e ta t h - t In^oarta - i n to the 

United Sta tes from 3©rsseny w i l l ©how a %©ry eonaiderable 

drop ovoi* former month© in Slaroh and tha t deareoeed 

purchase® for iia« , iean ©©©oust in Deeaaibor and January 

w i l l be re f loa t©i in May and June f igures published 

her© in 0@rra©ny. In spit© of tho nolo© aad© over tho 

Loip&iU 
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i o i p s l g Fa i r whloh hue Jtwrt ©laeod, I t i i qu i te ©leer 

t h a t tha foreign buainooa don© was disappointing* 

Although apofeeanao of tho »©ver»»t©nt tnd of t i l* Party 

make pnblla and s>rio®t© atatementa to the effect t ha t 

na t iona l Social ia» sad, tho now cmornateaft «re find lag 

groaioo? «nd«rotending abroad^ they «## beginning t o 

r o a l l a o in fas t tha t Oornony i s f aeoaj by p r a e t l a a i l y a 

world block of ©pinion which l a aevloualy af fec t ing i t a 

oaport mar-keta* The need of ftersaaay for esporta haa 

beoosMi the isoat i snor tan t tepi© of oonoaraetion end. 

the aoaerotaant i t undoubtedly gioing t h i s aspect of 

Qmrmmiy*® prohlaai wery r e e l ©onaldoratloa us recent event* 

have ahown tha t the exchange pos i t ion of tha ©ountry i» 

becoming dosporato and tha t th© ahol© rrogroea of tho 

Katlonal Soc ia l i s t Party w i l l ba endangered i f aciae 

r e l i e f oannot ba found* 

Ba&ioal ac t ion of elsioat any kind, amy hm expected 

from t i a a t o t i a o in an effor t t© isiproi?® the ax ©hang® 

poei t ioa* Caaaplotoly without warning ®mm day© ago© as 

tho topartsaerat lias been informed by tho Kafbaasy, th© 

Oooaranaul f ix ad tha asaount of Anarioan l a rd whloh eaa 

©o»e in in a year a t 25#©43 n o t r l t ton** while in IfSS 

57,000 tons were Imported from tho United State© and 

78,000 tone in 1991© Orders* have naoft learned by th© 

Par ty , •ounteraanding tho o r i g i n a l I n s t ruc t lona, t h a t 

eoery siaabar of ce r t a in ©rgenlaatlona smeh aa tha Labor 

Front , anet 'tMaodleitaly provide himself with & an i fom* 

The order froqutriag tmlformo was o splendid sot© t o help 

tha 
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the t«xti l« industry, but the import at ion© of wool 

involved staggered off ic ials of ths oovettwrat and of 

the Party when they realised fee ©aaeee,uenee® of the i r 

action en the exchange situation* ir# cebmitt, the 

Minister of Csssssrss, sad Br. SttuMtaft* President of the 

Hsishabsak* hsvs nsde the si tuation very ©leer In Ian«r 

c i rc les of the aovernastit and although thsae two ar t not 

In ent ire agreesaent in as t t s r* of policy, they do represent 

s sonservetive sad restraining eleaent to which the Party 

finds i t se l f forced to l i s t e n . i t seems to be q\dte 

s e l l substantiated that i&% sehal t t Insisted ©a giving 

up his fost as Minister of Cassfteroe sea® t ine ago* on 

ths ground that i t was absolutely Impossible for hits to 

continue without greater authority and. whey* fee was 

hajspored on. every side by Party off icials m& officers 

of the Sovernmsnt who refused to reeognlae any authority 

hut t ha i* own* Although ?̂ s» fishmitt i s s t i l l not popular 

in 'smiHf Party c i r c l e s , he was kept in his position as 

his leaving the 3evera&ent at th is ti&e might have been 

ths f i r s t era ok in the structure causing it to aruahla* 

Measures such as the arbi t rary yeduation of the iigierleaa 

ls rd quota my be expected from t ine to time and s t any 

tisMl s« there 1R every reason to believe that ths exchange 

poultion is serious and requires radical action on the 

pert of the aoverfwant*. 

The foregoing background any fee of in teres t to the 

"Department as explaining par t ia l ly the a t t i tude taken 

by I* , aahacht in his speech before ths JUsoriean Ghessb^r 

of 
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of Cflnraeroe i » Berl in ft I •* t s f s agft. Without l a «ny 

degree feeing In. agrewoftnt with the stfetscymtss «ad® fey 

Br* &fthft«ht» I t 1® Quite apparent tha t he i s deeply 

•ftttfteniftd hj t h e fltumelftl e l tuet ion* and when he 

r e f e r r ed In- h i s apeeeh t o t h e ftlaoat desperate s i t u a t i o n 

of thft Seiehsfeanis; and of the exchange pos i t ion of the 

country, he wa«t 1 bel ieve* e n t i r e l y frank and eerrecW 

Ee f e l l e d , however, t o br ing oat or %@ tstee any eeeount 

of t he fftet tha t i t was t h e rapid r e p a t r i a t i o n of Clemen 

bond* abroad a t bargain price© t h a t had eon«lder«1>lft 

iufiuonee upon t h i s eweHftBge pos i t ion , 

the i n t e r e s t in the measure now before Congress 

author is ing thft President t o laak® f e r t s l n trssde agree

ments with other coun t r i es , 1M® hmn ftXtr«ftV*Un«rily keen 

in Oeriaany, ae the :Depart«*ent i® aware* att/S the foregoing 

b r i e f re«'(S«ft''ftf c a r t e l s ftondltiott* her® i® the background 

ef t h i s In te res t* in t e l l i n g with Sts^tssseeretaer :0r# 

Pease of the Ministry of Commerce yest****?* he expressed 

keen In terne t as t o when t h i s l e g i s l a t i o n ;adght beeojee 

effect ive* Se ©hawed r « a l disappointment whoa S «eid 

t h a t there we® no ce r t a in ty a® to when t h e measure would 

be enacted although the re was evar j p robab i l i ty t h a t 

these powere a&uld be glwun to the President* He said 

t h a t for dernsny the s i t u a t i o n was aeute end t h a t roAq 

delay* ejere serious* 4t the {lemsn QWvenftMnft i s w&-

dftftfetedly placing great hopes on sueh probable negotiftp* 

t iona with tan* I thought i t «dvl«afele &&0, prudent t o 

t e l l I** ?c@®e tha t even when sueh ft measure *ae passed 
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i t wm not an indication that the President would be 

fpepi^#4 to iM-gin negotiations at anew* I said that 

wiiil© t f e l t sure that anae sueh * measure wee passed 

our Government would also with without wmmmBmf delays 

to begin ooaveraetlatts with eertslis countries. I t would 

undoubtedly be necessary for the warlott* de^sartaMnftf of 

ear dovomaBMrat smeh. aa State , Agrlattlturt* CMnwit and 

treasury, to stake careful studios of car ta la problems 

asd to e)onplete preparatory work before they would be 

prepared to talk in aa. affective way with a mission from 

another country. I pointed out that while such pro* 

paratery studios were probably already under way, to a 

degree at least is. anticipation of tha passage of the 

b i l l , the ooaplaxity of the probleaia which would «?iae 

wss such that I t was different for pract ical ly eveif 

country with which we night «&tor into oonversat ions. X 

took tho l iber ty of pointing out these aonsiderstioaji to 

hi» la *low of tha obvious eagorneaa on the part, of the 

Qarmao 0avarts»eat to begin negotiations, and t o counter

act tli© impression which ho tne&ed. to entertain that the 

de^erturw of a slsalom to the United States could be 

hurried, by pressure on thai* part* ' 

For tha »^*artm*mt * g lnfovsaation I may my that tar« 

?ossa stated that the Oersaan /Mfoasteadai* in ^shlngton 

had sj&rwadjr heea requested to ask the Setretaif/ of s ta te 

that ®ers*anw IMI one of tha f i r s t countries with whiah we 

entered into negotiations* I inforoacl him that ae far 

ass X lme» tha labasey and the Consulate Oaaeral had had 

no 
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no reaction from the ra^pertaient m to such $ ftungeatiCB 

lAdlfe itilgBst hew feeca «adc by tfet &mmm AMfeMiftftmdMP} 

but X pointed out that as-rely • • * personal obaervatlat 

I night ae;? that th i s night prove diff icul t m i t was 

obvious that the conversations with ft country l ike Clerssany 

where the range of a r t i c les and Interests cowered w»» so 

wide, s ight require greeter tin© la preparation cm our 

part* 

I venture to say tft&t in asy opinion i t wewid be 

extresMly undesirable for a fter-tian alsaioii to proceed to 

the iftaitesi States unt i l our own plsns &r«& fa i r ly well 

etseipleted end unt i l major que&tion« of polity which will 

guide us lis the sacking of an a®ro«s^at with Germany have 

been decided upon* X think i t Is fa i r ly e l car that the 

Ofrisan mission would leavjrjelth quite definite instructions 

mid pr@po«itlensf and so far a® i ass able to see now, 1 

doubt whether the prepositions which they would 1 Hotly 

•nake tcnld be accepted by ut or f ora s begl* of negotia

tion to which a favorable out com can b© expected* I t 

la f a i r ly «lear that I* , seheeht i s of the opinion that 

we wi l l b® t « p t e d by fir® of fere to take certain raw 

material* in fixed quantit ies and a t fixed prices for ft 

period of ydara* Hie principal objective within the 

l i » l t e of the powers he can exercise undsr the preoent 

fjowermaettt wil l be to use so far « we are concerned* 

the dollar exchange available for the purchase of raw 

nsterlftlft* I t would seem that he hopeis that M r Sowsra-

aent la so definitely oriented in rel ieving the agricultural 

s i tuat ion 
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©itaat ioa a t hone tha t i t w i l l d e f i n i t e l y favor t t o 

exportat ion of ftipriettltural produ«t*« fh© greet d i f f i c u l t y 

t ha t i forest© in &»>ri©aa*a©rt?ma negot ia t ion* I s t ha t the 

Oeraan proposi t ions wi3i l a rge ly ©®v©r til® iap©iHtoti©a of 

raw material© la. eoapenaatlon for which wo ohal l great 

c e r t a i n advantages t o &©rsM«* sjeaufaetiKred go-ode. If* a® 

Dr# Schaeht and ©ertsia aaraan banker© aeea t o be l i eve , t he 

f u t w e trad® r e l a t i ons betweea the Salted. State® ead 

ileraaay wi l l for etsae tlrae have t o be on ft balanced t a d 

ra t ioned b a s i s , i t seens f a i r l y e l ea r the t they wi l l wish 

to confine p r c e t l c a l l y a l l Oaraati importation© froa the 

'Halted state® t o raw a a t e r i a l a and $©si-manufactured 

good©, while the oouacterveltte i® to be taken by ua l a 

Oenaaa manufactured good© under fav©r©<* condition©* I t 

la t rue tha t beeauae of t h e discriminatory ac t ion which 

ha® been taken against As&ariean good© in deriaany nine© the 

new Ctcveraaent came l a t a powttr, our exports of manufactured 

goodg t o O^raany have g rea t ly decreased* Yet there* a re 

s t i l l xaaay wel l -es tab l i shed l i n e s of manufactured gooda 

which Seraaay If buy lag from ua and w i l l continue t o buy 

ft i t e r ta la quant i ty of even i f there I s a© new agreement* 

Certain of the raw a a t o r i a l a which she wlahea t o ©over 

under aa agreement ah© would have t o buy fro® ua in f a i r 

quan t i t i e s whether t he re | | an agreement ar not ae long 

aa there i s aa exchange or cr©<itt upon which the ean 

secure theai* I t would a#©fa t h a t Churauany haft •oanare t ive ly 

l i t t l e whieh eh© wishes t o offer and ims s g rea t deal t o 

sale* K© far u& I eaa ga ther , the proposi t ions which ahe 

has 
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has t® aifik« say offer l i t t l e advantage t o us so I$fe as 

raw «%#eial$ are eon««riMKl owl would offer ;furth«r d i« -

advaatagew**e treatment for our saenufaetured goods* I do 

not with t o give the imprest (§1 on tha t I !iov« discussed 

e i t h e r with £*•• &«hoeht of other represen ta t ives of the 

Sersaan aovemtaea* ©tea in the m»«t general l i n e s tho 

proposition.® which they have l a A&aA, f w I have not yet 

ted tho opportunity t o do aof but i« tho br ie f conversa-

I tona l exchange which 1 have had with xiavjtehahaht and 

t i l h several 0«r?asa hanker a who r e a l i s e tho d i f f i c u l t i e s 

of the s i t u a t i o n , I gather t h s i t h e i r staphs a i a w i l l be cm 

rtm ma te r i a l s . I ess i&erely tcking the l i b e r t y of present ing 

t h i s inf©rm&tlon as i t any f i t In with store de f i n i t e i a -

d iea t ioae which the department «ay have already received* 

l a i t | eoaf ident ia l despatch Bo* 571 of February 8Q-# 

1934, on ik^nsan discr iminat ion against aaer laan t rade eat! 

poss ible methods of dealing therewith, the fcatoesey has 

brought to the a t t en t ion of the r>apartia#E& important 

fmeters which from our point of vlew w i l l be given, I am 

s o r t , primary considerat ion in any aegot ia t iona with the 

Qcratan •overaraent* la t h i s despatch and i t s enclosures* 

end in tha despatches of t h e Kabseay and of Hie ConaulatMl 

CJeneral re fe r red t o in the despatch* information i s .given 

as to the discriminat ion which ins been aad I s taking place 

against Aneriean goods let Oeraumy* This diaerlBdnatloai 

l a very r e a l m d ef fee t iva and i s #©nttauiag and la ay 

opinion w i l l aontlnue for s©®a time* Since «sy r e tu rn 

the Deutsche S inc la i r Petroleum s.m«b.H,« am i»r lean~ewied 

German 
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terman company d i s t r i b u t i n g gasol ine in 0eraaay# has 

broaght t o our a t t en t ion tha t tha Oowrnatant i s planning 

t o « a r o l § « aaogftata control oaar tho d i s t r i b u t i o n of 

motor fmali in 3#r«any sad through what a&ounta to 

Soveraaient Intervent ion is a r b i t r a r i l y platralsg t o out 

tha <{uota or t h i a o«p#iiy fro© on« and ©no-half par ©#n# 

ttndar tha ax i a t i ag aor ta l* t o half of ©no per o«ant# If 

th in i« dona i t i s qu i t a a laar th**t tha " l a e l a i r ©©spaay 

w i l l not bo abla to a a m anything on i t s invostaant , a t 

laa&t not {sufficient to anabla i t t o continue operation* 

aaaaft i t a loaa mn& t h i s wi l l mean tha t the ©ojapany w i l l 

have to go out of bualnaaa hare and i t s ont l ra invaataen* 

of ® mi l l ion ssarlea hor«, which wan siada in good f a i t h , 

fea <S««troyad. I h*r*a feronght t h i s ease to th© a t t en t i on 

of th* Ministry ©f (.©aciaroa within tha l a s t ttm days 

and a aa&orand«» eovwing a*y eoBtaraation with Br* Poaaa 

is t ransmit ted herewith ianaloatira !©• 1)* 

th* varloiia inoroa aaa in tfaa t a r i f f on off lea 

a«juiis§ani, tha law of Jn&a l f l^SS m& tha discriminatory 

aaa»'nr®» ©f tha Party and of Sanaan snanufaetuarajni which 

§mv@ not baan adequately ato^pad, are threa tening t o 

destroy an inwaataient of soma 35 mil l ion narka which 

£merieaa of f lea squdpaettt aottpaalas hava taada In var ian t 

forsMi In Oarsaan|ii 1 l a f t a saaraoranctuaa on t h l t subject 

with Dr« Posse yesterday and am ©nolo*lag a a®Bor»ndiM of 

®y conversation la t h i s respect (eaeloawa So. ft)* 

Although tha higher of H e a r s of the Ministry of 

Gmm$T*e and tha Foreign Office ana ea r t a ln other aora 

oonaarvatlve 
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conservative and undorstending officials r£ t\m «.l#»er*s» 

sent amd the Party are agelast those dleorimlaatcry 

measures ©gainst Am r loan and foreign firm®, th© dis

crimination in practice oontinu©** Among th© secondary 

official* ftf the Party who ©re the* OHMS dealing diraotly 

with sueh setters, there is still almost eoraplote disregard 

of foreign interests and foreign opinion. It is still not 

possible for the higher officials of the Government to 

carry through their will as against those secondary loaders 

in many matfc®r©» That this discrimination exist© and that 

it; le likely to continue to exist is# I beliov®, a faet©# 

which we mmt keep in stiad» Our Treaty of CoBkaerce, 

Frl©ndshlp and Consular Sights has not be«i gufflcl«nt 

under the existing circumstances in Qewm&nj to guarantee 

to American firms and American trad© in Q"&rrmmj under th© 

new Government here, the reciprocal rights and privilege© 

which art-* frealy enjoye-J by 0©rmatt firms • ®mi Q&rmam. 

Inter&st© in the United statos. Our trade with CJormany 

h»n bo©& constantly shrinking due to aota of the &ov«rnm®nt 

la Ooraany and due to discriminatory aessuras encouraged 

and preached by th© Party* The oapltal value of our 

investments In Germany is from all the reliabl© Information 

1 can get ©toadily shrinking and a good s>art threatened 

with entire extinction* This, however, do«e not apply 

to iima»ioan firms actually manufacturing the whole of their 

product in aermany to the same degree. J-ome af these firms 

have boon practically uninjured. Other® hnf« suffered but 

not to a degree which affects their earning capacity or 

eapital 
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capital seriously. Celee voA distributing orgsnlsatlens* 

howevert which have been built up $t considerable fftirpense 

and in entirely g@§d faith, have been very greatly i»-

jured. The Qmrmn cJowernment has not since larch S, 

1955 given to American ««Mnerel«l interests In Stermany 

the fullj fair treetMsat and the protection gnerantetd 

under ota? Treaty^ It is s question whether the aevenp 

seat i» now in II position to giv« this protect ion* This 

opens the question an to whether eny new agreements whleh 

sight 1>e entered Into would give \m the guarantees whleh 

we m&f reasonably expect net only for our existing 

interests in 3srias»y, but that the aew arrangements 

entered into will te fully met an the derssan s»M# and 

not hasaperpd by Party gjeasurea ®n& discriminatory est Ion 

in the country* 

fhile the personnel of the Clemen mission has 1 belisve 

not been definitely decide".! upon, those who bete Already 

h®<m aentionad, like Dr. posse, Dr. F.itter end Dr. 

r*vlda<mt sre ful';y f miliar with the way in whleh 

.American interests hsve suffered In Sermsny during; the 

pest tv?elve months. They or any persons who may comprise 

the amission will undoubtedly contend that the ftowermasn* 

is ageinst such practices sad is doing everything to stop 

them, but they win. st the same tiats realise, as m mst # 

that the action whleh has been taken to protect our 

eoaaereinl Interests haajnot been as energetic and ftgs 

thorough s® the circumstances have required the feet is 

that the Rational Socialist Party is in reality in favor 

of 
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of sueh discriminatory action against foreign interests. 

For obvious reasons they mint take publicly end with 

resoeot to the representatives of ether countries, ft 

different attitudef but In the actual speeches faade, which 

in Bliigi eases are not aeeurstaly reported In th« press in 

Gojresaiŷ  oueiai discriminatory action !I«B been directly and 

indirectly encouraged, fhis Is a situation* I bolter*, 

which we matmt tnke thoroughly into account# 

As I h«v<a already said in this despatch, I novo no 

definite indication® froa may dorsum authorities to the 

effect that their street will be entirely on &ersaa» im

portations of raw raaterlalag but judging fro®, the emphasis 

in tho P*®BB Sn the last weeks on rew materials an<3 from 

the conversations which I hove hel with wall-infprraod 

persons so far# X feel that it is fairly clear that in the 

negotlstion* Which Germany wishes to undertake with us her 

principal object will be to aa»ntre herself of certain raw 

materials for which w© ©re to take Oermsn Manufactured 

.goods to an equal *elue« If it is true that A»erlceti 

purchases of tlamum nanufacture-i goods are still constantly 

See-lining, and 1 think there is reason to believe that 

this is so, it is doubtful if we could absorb the quantity 

of manufactura:! goods which we would have to tsks. By 

the control '*!©» Qertaanjr is already exercising over •ertain 

raw joateriali and by thet which she is planning, there is 

no doubt but that s1*e could keep siw agreement which ih# 

»sy etitsv into to take certain agriculture 1 and mineral 

predu«ta# for through the Ifelchsbank and the mraenollea 

and 
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*tuS the control established or to be established, the 

•'leraan Qvrornjsaent Is in a position to control purchases. 

On the ether bend, w© In tho United States do not have and 

are not likely to have any for® ef control over bualneas 

though whlob the OMjvcrnawnt e«n direct private purehaaera 

to buy manufactured goods in a particular markets &» our 

importer© are ahrywlng a tendency to restrict their purchaaes 

In Germany to * minimm. It would be exceedingly difficult 

for our OevartJisejat to give any guarantee* that (Jeraatn 

.stanufsetured goods in a given quantity will be cbecrfeed by 

our market• Special tariff schedules for particular 

goods frees ̂ rmany, which we might establish, might 

stimulate itaportaj but ev*n the establishment of audi 

achcdulcc M#it not be sufficient. ft la probably doubtful, 

whether we would be In a position to give certain guaranteea 

for importation* of nwwxufaetured goods whieh the Q&rmmn 

at^otlcfcor? would undoubtedly be prepiired to giv*s for 

toaericftn raw ̂ atertelc. • 

Another disturbing factor w^ieh la important back* 

ground for any negotiations, is the fact that the antl* 

Jewish measures In Germany have by no means been stopped. 

While the number of nê ' «eaeurea eg«lnst Jaw» in rcseent 

months has been few, the existing decrees »rm sufficient 

to gradually eliminate the Jew* from the social, teonoiaic 

and financial structure of the •euntr*. In the aoonosiie 

and, financial field these seaaurea are being carried 

through constantly with Implacability. The reaeataent 

which informed publie opinion in other countries feels 

• with 
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*?iih r#fip«et i i t h i s dlaerlmlnetory notion l a Oeroany 

ieeais t o fe© bound to eontinu© to havs i t s affost on 

Oaraan foMs ahroi*d# 

&er?aan ©aonojsy in faced by throe aa jor p-r©bl©eia a t 

t h i s tlu@? the unfftvorabl© ©xobjt&g© poal t ion , the n©©4 for 

i*fiw 'as ter ia la and the negsaeilty fear ln«raa©«d ©.sport markets 

for her ttMumfaotured goMg, The I^parta^nt i s sw©r© ©f the 

ao-©alled w0roe«wirfcech«ft8ir«vaaw po l i t y ©f the (Sonataa 

Govarometit* The p s l i t i e a l and ©©©aaai© ©ins of the 

Clsvernaent in thi© roepeet ar© ful ly ©oordlnated and t h e i r 

end is t e stake Gk-m»ny so f»r ae possible »©If»attffieiea* 

and independent•of raw KaeteriaXe frors the outelds* Through 

the operation of the fa t monopoly i t i s f©saibi# to s@© 

what ©neeeea ah© has already hud within hoy preaant 

t e r r i t o r i a l i i i a i t a . In decreasing Imports of fat** 

;-:-elentifie r©8©ar©h i s beiag in tens i f i ed to find Rioans 

through which Oaraany say fur ther dsoreaa© iatport© of raw 

mat ©rials* Furttfe*? ©owaoditioa era |£kaly to b® placed 

on a monopoly or completely cont ro l led baeis* X as vary 

conf ident ia l ly informed t h a t copper w i l l shor t ly be placed 

on a monopoly bas is* I b i s i s an important product in 

ftarmany's rearwaaent program ami the OrS^rtssent i s now 

studying wury ©artfully s cosipXet© cont ro l over ©oppes»» 

The plana are not yet oo&plet© but a l l ©opoer producing 

and rof iniog oosjpaniea in (Jormany are to be brought t o 

gether in to ©n«* concern* The prio® of eoppar i s %© b© 

fixed for the i n t e r i o r of Germany to r©©»ain s t ab le for a 

given month and t o be ©hanged one© ©very oonth by the 

monopoly* 
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monopoly• All *«!•» within darmsiiy sr<* to t» made by 

tha aim aentr«*lls#d. eoneern and all Importations made 

or controlled through It* 

1 believe that another consideration which we g&all 

fciaaa to bear in mind is t&at so far ae possible Germany 

\<rlll wish to take only frosi us track agricultural or ran 

isstariala whlah all® cannot buy la neighboring countries* 

sha too wishes t© undertake negotiations of a bilst«jpa$k"' 

nature with other countries m& her bargaining oowar with 

her neighbor© to whom aha wants to tell jaanufaetured goods 

will largely det>«md upon her capacity' to take from them 

cert&ta agricultural products* la Romany1* negotiations 

with us this cm-alteration will play mn important part. 

I hava taken th® liberty to transmit the foregoing 

considerations to the Department as of possible Interest 

for background purposes* I ballade that It would b# ad

visable for as to eater lata negotiations with Germany 

when our losomsaent aiay feel iteelf prepared to do a©. I 

Hi not beliave that It would be advisable to permit & 

Hertaan mission to nam® to the United States until from 

our side w© feel definitely prepared to receive suoh a 

miseiaa* Utos Oarciana place such great hopes in, and have 

such, great expestetlons fro® such a rains Ion, an*, there are 

sueh possibilities of difficulty in the negotiations, that 

a failure to arrive at anything woul<! be much nore serious 

for our relations than if no negotiation? at all were 

undertaken* My principal fear Is that they stay have as 

little to offer aad ao taach to ask for, that the 

negotiations 



• 18 •' 

nagotlatltsina from our eld* will b« very difficult taking 

into aenount all the agisting eireuj*§t«ne©8* Qarraany is a 

oountry of 85 million worth. while pewple, whleh 1 beliava 

will always proves to ba one of tha moat iaportBnt factors 

in international exahanga, and tha ©©nuiiaing ;oowa# of Its 

people will ©outlnua to hau* for our aeonoay a real lm** 

portenea. B'o opportunity, therefora, mist ii let pa as toy 

whleh ureeenta any reasonable hope of eueeeae In iisproving 

our trade relefcioni* with this Isrga consuming power* In 

this despotoh % hate not wished to etrlke a paaaimiatie 

.ton®* but I thought it advisable to emphasise eertsin 

consideration* which I believe wa shall have to keep in 

ailnd in any negotiations which we undertake with C*#raany. 

Respectfully yours, 

George S» Mas sar smith, 
Am^rlean Consul 'loner ©I* 

*&elo&urea i 
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