Vienna, Pebruary 9, 1937,

Dear Secretary Ill:

1 last wrote you on Jammary 30, The situation
within Anstria contimues quiet, but here as well as else-
where in Burope much continues to happen to whiech eareful
thought has to be given and out of which the necessary cone
sequences must be drawn if a correct perspective of develop=
ments is to be maintained,

The prineipal development within Austria has
been the announcement of an internal loan of Schillings
180,000,000, which I forecasted in my despatches and which
is to be devoted emtirely to work creating projects and the
retirement of short-term treasury bills, The Covernment
very properly recognizes that unemployment and too low a
standard of living among a section of the people are still
two of the principal difficulties in the way of political
unity and pemce, The proceeds of this loan are to be used
for the eleetrification of the Viemna-Salzburg railway line,
for road construction, and other publie works and 22,000,000
Schillings are set aside for the Army, of which, loweéver,
most will go into ¢ nstruetion work or be absorbed by indus-
try. About & fourth of the loam will be used for the re-
tirement of skort-term treasury bills which the Government
has enmitiunsd curing the last year or twe, There is every
indication that the money is going to be put to good use and
thers seems to be little doubt thet the loan will be fully
absorbed within iustria,

The Honorable
Cordell Mall,
Secretary of State,
Vashington, D, C,
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As the Minister of Commeree put it to re very
aptly st lunch at uy house today, there sre too meny idle
hards in Austries and there is sxple idle money - the two
rmst be brought topether. The loen ie slwmost certsin to
be s suceess and will be the zecond 'nternsl loan that
Austria has floasted durimng the mow alrost thr-e ysers that
I am here.

The linister of Finence made & speech in the
Bundesteg todamy ir ¥ ioh he spoke eneouraringly of the
continued slow but fevorsble development of the internal
industriel und economiec position. Uf this there does not
seem to he anv doudbt ss 't s reflected in somstrntly in-
ereasing tax returme without sny inerease in taxes having
been made. For the firat time in the l.8%t three wvears in.
dustrialists themselvwes sresk of a deeided inprovement In
bausiness, esreelally for exrort., There sre indieations thet
ineressing raw veteriels difficulties of Gerramy are find-
their reflection In ths inability to szrort ecrtsin pro-
are now being parchased in Austria. If the
ituation rerains guiet here snd in Zurepe,
ocided botterment setiing in hare and there are amnle

that this is in no sende an overly optimistie

The ¥inister of Commeree and the Minister of
Winance hpve wilthin the le.st few devs to me, and the Hinister
of Finanee today ~ubliely, exrressed the apinion thet the
successful fleating of the sbove mentlioned internel loan,
whish seems certain, will do awey with eny prebebility threre
may have been for ¢ dewalustion of the schilling 4 ring the
#ozt six months - unlese 1t siould be & part of some 7one
eral arrsngevent or g ebilization.

In my lest letter I referred tc the so-called
ciltural orgsnizations which have rescently beer orgsnized
ard which ere in reality poorly disguised Yetional foeielist
or Netionelist groupe., I mentioned the support whieh
they were receiving from two rembers of the Cabinet,
Feustadter-Sturver and Glaise-Horstensu, and indicated
that Neustadter-Sturmer woold soon be reroved fro- the
Cabinet. It wms the Chencellor's intention to remove him
by this time, but unfortunstely the Stephani Agency from




-3 -

Rome about & week apo issued a statement to that effect
and this made it necessary for the Chancellor to withold
sction as he did not wish it to appear that he wes acting
under Italian influence which as a matter of faet.in this
resvect is not the case = although the Italians will be
51&& to see NeustHidter-Stiirmer gos The German Yoreign
Winister, von Neurath, has announced his vislt here for
February 28 and 23, and this is a further reason for not
vaking any action concerning Heustldter-Stiirmer now, The
Germans would take it amiss if he were removed just before
the Neurath visit, There is no doubt, however, that the
Chancellor will eliminate Heust#dter-Stiirmer from the Cabe
inet towards the end of this month OF early in liarch, as
his decision in this respect is def initely made and it is
only a guestion of the eonvenient moment now,

The visit of wvon Neurath, while not unscceptable,
is welcomed only on account of the personality of Heurath
who is not considered here as a Hational Socialist in spite
of his recent admission to the Party, I think we may take
it that Neurath is simply returning the visit which the
Secretary of ttate for Foreipgn Affairs, Dr. Schmidt, made
to Berlin some weeks ago, when it was agreed that Neurath
should come here af'ter the conclusion of the trade negotiations
between Derlin and Viemna, Observers here are inclined
to believe that the visit has no other sirnificance and while
unquestionably Neurath will continue the German pressure
which has reecently been so actively exerted, it is not likely
that anything concrete will result or that the Austrians
will give any further grourd, just as they did not durin% the
recent trade negotiations, the sterile results of which
have already reported, The Police President of Viemna, Ir.
Skubl, who was at the house for lunch, tells me that the
visit of Neurath will cause them a good deal of work here as
the fact that Neurath is not a real Fazi will not prevent
the Austrian Nazis from endeavoring to use this opporturity
to demonstrate, It is opportune to say here that it is
generally believed that Dr, Skubdbl will succeed leustidter-
Stiirmer as Minister of Public Security, It would in some
respects be & good choice, but I personally believe that a
definite deeision as to Heustéldter-Stiirmer's successor has
not yet been made,
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in o recent letter I msntienfsd zhe x;a}*of‘;z ‘;2:*?

hanc r was planning to merry the Countess g »
:?:a Sm,s bg:'}!;oa Cmrﬁin. %‘hem a;agmeti to be ‘little muh‘g
ebout the Chancellor's fondness for this lady whose narriage
%o her [irst husband was recently anulled by the Vaticane
There is no reason why the Chancellor should not marry a'fter
two years of widowhood, but the genoral disapproval of this
marriage plan became very evident - largely becruse the
Courtess Pugrer in spite of her youth and at*tracti?enass is
not a popular person, The fact that che abandoned her
musband and four youny children is severely cemsured here
in Austria where divorce and arullment are not popular,
Knowing the Chancellor as I do, I feel that he was very
mach drawn to her and wee seriously contewplating merrying
her, but it wms penerally considered even in circles most
friendly to him that it would be a very wmwise move at this
time as it would weaken his position and this unplsagant
circumstance would be bad for Ausgtriae I felt 8ll slon:
that the Chanecellor would not go through with this marriage
if he saw it would have political consequences, which it is
now uwnguestionable it would have, It may now be sald
definitely that a&ll thought of the marrisge has been aban~
doned, He has recently expressed himself to rmtual friends
as not plamning to marry, and the Countess Fugger has also
fourd it advisable within the last lew deys to nake & similar
statement to her friemds, I think the unfortunate effeect
of the Duke of Windsor's plans has had no little influence
on the Chancellor's abandoning a project which I believe
lay close to his heart, Me is a real patriot and so de-
voted to the task of maintaining Austriatvs independence thai

he 'cmz:.la_zrnot permit anything to happem whieh would wenlen
his position,

There is mo question but thst legitimism is coning
the frort as I have said in my recent despatches

rapidly to

and letterss The Chancellor sees in it more and wdYe o
iolutixm of the Austrian situation and of the Austrian state
‘form, but not in restoration as most legitimists have on-
visaged ite You will remember thet I have always said that
if restoration comes it will be in a form desired by Austria
and for Augtria. In wy confidential despatich lo, 1045, of




February 8, 1937 , I hsve forwerded a very oomplete report
on this matter wbich in some respects is intereesting es a
politicel dooument, though I doubt if yoi’ find time to read
it The Chancellor sees more and more that there is no
one to whem he could safely pass on the Government should
he for some reason have %o glve up or disappear from the
pioture. Although a personally convineed moparchist, this
latter iz the prineipal reeson which makes him consider
monarchy more seriously and [ ocen essure you that I have
the bost reasomns to know thet he is considering it very
seriously,

4 praetically eontinuous serics of editorials
in his paper, the L.LT BLATT, shows how he is grooming the
monarchist wovement to meet his views and how he is pre-
paring public opinion for it within end without Austrie.
He realizes fully all the difficulties still in the way
and is not going to do anything precipitete for, as I heve
always told you, the principal objective of the Chenecellor's
policy is to meintain internsl peece and to do nothing to
disturb the pesce of :urope. From the intermel point of
view the position is elresdy such that restor&*inn could be
brought about here over night without causiny any disturbance.
The legitimists themselves have plsced their cause entirely
within the hends of the Chancellor in whom they have every
confidence snd whose judgment they sre prepsred to follow.
They have definitely accepted his view thet restoration must
mean restoration only in Austria end no territorisl or other
revisionist objeetives.

From the external point of view there are still
grent obstacles to be overcome before restorstion can be
brought about peecefully and without eany dis:iturbance, but
these cbstecles are not nearly so great as they were, ond
are bDecoming less consterntly. The Little intente, as you
know, wes formed largely to oppose restor-tiom erd to re-
strain fungarian territoriesl revisionist objectives, Onm
peper the Little ‘ngente is =till cormitted to march in the
event of restorstiom. Czechoslovakia, however, in spite of
her brafe words, knows that she is definitely threetened by
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Germeny and there 'e& no question thet ghe is so threetered.
Of the Little ‘ntente ststes she is the most prepered now
to accept restoration in Austria emd would probably meke no
serious objection, seeing in it a defensive measure ageinst
Germany. The Rumanlen opposition ls less slso and would
probably not be sericus. The oprosition of Yugoslevia,
however, remsng ss strony as before behind the scencs, al-
though openly the Yugoslev press hee beer umusually restrained
in view of these artieles in the WHLT BL'TT which so eclearly
ehow the Austrien trend. Yugoslavis has alweye ceid that
recstoretion vould be the irmediate sipgnel to rereh on Austrie,
but there is = go' desl of ressonm to belleve thet Tiely
dircotly end .nglsnd and “rence indireotly are using a modere
ating influence om this guection in Delprade. It will take
time to sssure Yupgoslevie, end the Cheneellor krnows this,
but I think there is slready reason to beliewe thet Iuboslwvia
would no longer mereh in case of restorations The stiitude
of iussolini is bemevolent end with him it is only & qu-stion
of its bveing donme when the time is opportune. Franoce and
nglend would sssume # benevolent attitude,

The real cbjeotions still come from Sorvany whieh
will use every 2frort to avold restorations As a matter of
fact inforred observers here are of the opinion that the
Little -nteste has rewsined so guliet in face of th@ inereassad
legitimist notivities in Austria - in eontrast to its former
attitude « belleving thet Germeny ie now woking th fight
against restorstion which it formorly hed to make. rmeny
is unaltersbly opposed to restorstion. You vill reme rbor 1
reported that Goering sald to Ur. Sohmidt some six wesks ago
‘n Berlin that Germeny would merch on Austria in case she
attermyted restorations Such aetion by rermanv is well within
the reslm of probabllity and this lg recognized in Austria.
it ie belioved here, however, thet Germesny '°Vﬂkvw~red for
war end thet she ‘g not eapable of m&k1ng an effort ocutside of
Germeny which would invelve her »ith major powsrs. Just as
the Felchswehr prewented the sending of troops as actual
Relchewehr units to Spalin, =0 it ic believed 1t vould be defi-
ritely egainst sending troors into Austrie in cese of restor-
ation, Yo one here, boz‘*rr, hes eny illusions as to whe
the Corman —,,‘1.23;26.‘6(1? eg with rogard to «ustrie, Czechoslova
and .outheasterm wurope sre. No one belisves that the preser
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regime can give up these objectives. The ‘hanecellor rust
therefore wateh the position cerefully, reckoning on Germany
as the prinoipsl obsgtacle in the way of restoration aud BOC=-
ing the possibility of brer ectively opposing it growing less
and less, but for the present gtill reasl. In the meantime
he has to do everything teo asesure publie oninion in Austria
bwai vw’%ﬁvn*Tﬂn will meen 8 demoeratic monarchy and publie
wi1ll mean o Febsburg st the head of
e nt iong beyond
ﬁustria'ﬁ esent fromtiers and with n evision of frontiers
or tresties

As I seid in rmy last letter, I qtill hope thet
restoration mey not be foaau negessary but that lustrie may
gradually return to democratic government in the form of a
Remablice. I should point out, however, that the tendeney
is towards rostoretion end the obsineles to it growing less.
‘s should not be surprised if it enwmes alirost swer
although I still belisve it is not a

The relations between Austria end Uermeny hsve

not improved and ere not likely to improve in the near future.
The sterile results of the recent trade negotiations show
how strong the Austrien resistance to Germen pressure is.
In the meantirve the Germar sctivity in Austrie ig spain ine
cr@aﬁthh In ny despeteh YNo. 1044, of Februery 8, I tell

a quite intercsting story of how the Germens have trie¢ to
get econirol of the Austrian film industry in order to carry
through the iryan paragreph and to heve a more fres fleld for
&olitlcal oropagands. The despatoh tells how in a measur
the ﬂﬂﬂf??&w Government hes again besen eble to defeat this
Gerran attem: t, but it also shows how constantly alert the
Government here hes to be. (Germen interests, for ewa ple,
heve recently succeeded in getting eontrol of the orzanizat-
ion which has wost of the rublic news qtanﬁs. ™ %s was done
in order to meke it rossille to press ke Austr
the Uormean newspopers ond porlodicals ?“'““ are glreads
ritted to tie country. The sotivity of the rropageands
Hinistry ir Berlin is psrticulsrly greet here and in all
southesstern .uru¢c,gli“0ugﬂ it extends to every part of the
world. @Goebbels has y for these activities outside of
Germany, most of whi subversive in character, in srite




of the finaneial difficulties of the Govermment at home,
which we know ere so real. For these sctivities Germany
still finds money and our imericsn representatives om the
Stendetil) Committee will do well in remembering this when
they are dealing with Germen ecollesgues who insist that
Germsny has no exchsnge with which tc buy reaw msterliels or
to pay interest on her foreign obligetions.

In the generel picture I think we are golng to
gee, 28 I indiceted In my recert letters, Germeny pushing
forward the colonial cuestion and her pronesgzande age inst
cormunism in the endesvor to divide ‘urcpe inteo tvo ideo-
logical esmpe « all “or the purpose of weskening the position
of the Uestern :ower:., The recent &rip of Eder on & holi-
day to the South ¢f “rance i1z being made to eprear in a
pert of the press as an endeavor to sidestop e discussion
of colonies with ..ibbentrop, while Lord Hanlifa., who is
credited with more proe-germen views, 1s st the head of the
Foreign Office. I doubt very much whether there iz any-
thing to these ruwors, for Ldem ss you know is not strong
physically, is constantly overworked, has had one breakdowm,
and been on the verge of seversl. I think this trip is a
very nesessary relaxation and holiday and thet 1f Ribben-

trop talks on oolonies with Halifax, which seems feirly
certain, while idem iz on this holiday he will probably
find an attentive bul unresponsive listener.

I have been told, I believe on very good suthe
ority, that in imner ecireles in Inglend it was decided when
Hitler snnounced his intention to meke this speech on Jan-
unary 30, that thic wes tc be tho last chence. For this
reason “den mede his speech in the Commons and discussed
with Blum the one tho latter mede at Lyons. Hitler was to
have the lest word end if he did not come sercss with anye
thing conerete there wee to be no wavering amd umecert:inty.
Ls there lf no question that Hitler's speceh d1d not give
way an inch and In spite of falr words mesns his retentionm
of every item of the Netiomsl ‘oolalist pregrem, I think
that now although 1little may be seid in "mgland, they sre
going tc concentrete more thar ever on r-armament as the
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only thing left, If Iibbentrop does telk with Helifaex in
the next few days, as seems likely, on colonies I would not
be surprised to see the ianglish response being a very defi-
nite statement on her rearmsment program. That is the only
real snswer that _ngland can mske. I personally believe
that the British position is firm in spite of the faet that
Ribbentrop still has e ecertain sudience to whieh I hawe in
the past directed attentiom.

Thers ere rumors here and in Faris that Runciman
made proposals to us while he wes in the United States with
regard to an internstional loan for Germeny. Certainly if
he was acting in concert with Montagu Normem this is what
he would de¢, but I doubt whether he actuelly did so and If
he dld T am sure he got the eolé shoulder whish he deserved,
and such & oold sho:lder by us would be a helpful thing for
Englend in keeping her on the only sefe peth for her. Of
mnor importsmce, dut I think of significence, was the
gesture which 1bbentrop rmede in ssluting the King with the
Tezi &elute recently. It ¢ the sort of thing wlich we mast
expect, and if one knows the Germsn charascter one is not
surprised.

You will be interested to know that Pspem, who
hes considered his field as South astern ‘urope, continues
%o be extremely unheppy hers. He feels that the progress
which he is making is unworthy of a man of his caepacities
and steture. He is deeply disaprointed thet he haes not been
sent tc London. His heart is set on it snd he continues
to tell the importart snglishmen who come here to observe
the situation thet if he were gent by Berlin to Londor he
could "meke peace in a2 momth",

The endesvor to sepsrate Europe into two ideo-
logicel ocamps is feiling, but this does not mean that Ger-
many is giving up this effort. The cempaign againet Czeoho-
slovakie is being carried on without abetement although
there is no oountry in ‘urope which is les: likely to go come
munistie. The primary objective of course is to get rid
of the Russo-Czechoslovek agreement es & preliminery to bresk-
ing down the Franco-Soviet agreement, but the attack on the
two agreements is being made simulteneously. The Czechs




in spite of thelir fesrs are, and [ belicve will cortinue,
holding firm. Goebbels mnde # speech st Hamburg the other
day in which he rmade no conceslment of the fect that the
campeign sgeainst Czechoslovakia will contimue as long as
ghe holds to the Kueso-Cseehoslovekr arrsoment, but he does
not say that once 1t is gone Czsochoslovakla would be et the
merqy of Cermany and events would repidly teke their coursge
there., There has been wuch concerr in aris snd in London
within the 1"3* fow daye over Czeoheslovakia, where it is
feared thst Hitler wey leke scus aggressive asctiocn. While
I think these foars ns to immediate aeilom are exagreruted,
thers 18 no *wwﬁflim that iu avite of Hitler's essuranoces
that there will be no further surprisss, Csgechoslowvakiae is
v mach in his flnu. tnoo Hitler geis Euch ar
: 3 krow hae hes, he nvvor gives
he JdJapsuose idinister hors ank tou well end teo freely
at a dinver here tho othor ulght sud confided Yo the Chilean
Chargé dtiffeires, whom he considers very mueh iu the Cerman
ormp, thet it row locked as though "I'renvo wes golng to win
in Speain end 1f he did ir six wmonths Czechoslovekia would
have disapreared s & solitloal unit”,

The »srallclism of action between Gerlin =né
Kome eontinues, but grovs wegkor. lussolinl is still
playing with Cermeny ou this anti-ocommunist frong, but
his emthusiesm has lon; since disappeared for he realizes
how dangeroue the wovement is. Aftor tie narrow escape
from first cleaes complicsations throuph cooperation in Spain,
he does not went to teke 2ny shanoces in the heart of Lurope
for * believe it is fairly elear that he does not want war,
The support whiteh the Ttalian Muister “ere ie méving to

the Anstrian Goverrment in iis efforts to get rid of Heustadter-
Stirmer, wio 1s now behind the ¥azl mevement, is more sig-
nificant than soy of the statements ccming from Rome friemdly
to Germeny. Tho suppart whieh Wuesolinl is indirectly

giving to the “hancellor ir vushing forwsrd the restoreticn
fdes, to which Cermany ls g0 Jelinitely opposed, is equally
significent, The Itallenm fe;turss towards Yugeslavie, the
recent resting betwesn Cisno end the Turkish Foreiga Minister,
the Bulgarisn-Yugoslav nonﬁag&rewsﬁaﬂ raat, and the greater
Itslien friondship with Humgery all show how 1it%le Ilaly
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trusts Germeny and how much Itely wishes to keen Gerrany
high she

from having that free hand in Centrel urope for wh
is constantly and steadily working.

Germeny is golng to press the id ;‘ bi-leteral
pacts as oprosed to colleotive security, end show her-
self prepsred for conversstions for a estern Locarno - but
on her own conditions. These conditions are going to be
wede raeh mildey than could heve been foreseem a little ile
ago, but the objective is not changed in sny sense a2nd the
conditions will stil1l be r thet ingland, snd " ernce cen-
not grant them, The pressu for bi=slateral rects will
gontime end the sacrifices Germany will be

~ e £ £ BroOns ¥ ’!’, 11
1 Y BN e The radiesl
ﬁer any, W a 1ittle m re in the bsecl
rper hand in splle of arances to the rw2+rsry nd
15 something which 1 think it is rost important to keep
vind, particularly during the early part of this yesr whi
in weny ways, will be the most ocriticel perioed of a decisive
veer. Gormsny will use every effort to buy a free hand
Certrsl ‘urone fronm “*135 but if "ngland is wise,

there sre 1ndiecations he will not rermit
galf to be 1s :
for her in

a

» been reading the lemoirs of Dulow in con-
nection with this extensive reading that I am doing in splite
of my many ocoupations, and it indeed tskes = mtuplm person
who does not reslize thet 1t is ‘nglend = her humiliation
and the pleeing of her in a secondary position « that is
the long rernge aim of Germen policy. Germany cen never
resch whet she is after as long as :nglend is strong, end
she rnast get Central enmd Southesstern .urope if she is to
be strong enough to dictete to London. Itely is aware
of thisposition and while pleying with Berlim for her own
adventage, is quietly endeavoring to strengthen her owm
position in Central end ‘outheastern 'urope. This in its~
self is not so dangerous for the effeot of the Itelisn
aoction 18 not go much to strerpgthemn the ultlimete Italien
position se to wesken the Cerman position and to add strength
teo the individusl positicr of these eountries. It 1s {?“éo
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for exanple, that the Little :ntente is no longer bound to=-
gether by as strong tles as before, but in gemersl the pesition
is sounder, for the individual states of the Little ‘ntente
are stronger internally and externally.

erhere here I should remerk thet what I have said
congerning the Little :ntente I would not wish to be inter-
sreted as indlesting that I think the Little intente is break-
ing upe Articles are appeering in the Suropean press whioch
ere inspired from BDerlin, and to a lesser degree from lome,
to the effeet thet the Little .ntente has lost praciically all
foree and is acrrosching dlssolution, Vhile it is true thet
the Little ntente was formed to prevent restoretion and to
restrain the revisionist espirations of Hunpgary, and thet
the former of these objeotives has considersbly weakened,
there is mmch resson to beliewe that the common fear of Ger-
wany is just as great end will serve es a very real cement
to hold the Little .ntente together, In some ways the tles
between thege steiecs are weaker as 1s shownm b Yugoslavia's
having made thisnone-aggrescsion paet with Bulgerie without
really nrevious consultetion wl th Humenis and Czechoslovakia.
On the other hand whet is of mejor sigmificance is thet all of
the Little ‘ntente states, because of thelr assoeletlon, have
beer =2ble tc strongthen thelr rescectlive gositime internally
and externally end this, from the roint of view o
peage sud stability, is s distinot gein. The Little .ntente,
in my opinion, will not disappear as e cooperative unit as
long, as the dsnger of military aggression by Germeny continues.,

~ 1 Oy TR 0
uropean

It will be interesting to wateh the activities of
Ribbentrop in Londone As I heve foreeested in this letter,
there seems to be no doubt thet he will try to get ‘nglend
to teke the Iritietive in a Westernm paet and to get changes
in the Prenco~Soviet agreement which will so vitiate it as
to lead to its eventusl annulmernt. Unce it is weakened the
Czechoslovek pact would quiekly fall away. Ie will try to
get Lritish agreerent to these ideas and to the gradual withe
drawal of Critish interest and support in Central and .outh-
eastern Zurope. In exchanye he will offer the lessening
of Germen pres:ure for colonies which is so snmoying to
the Inglish and which shell pes: into s seecorndery phase. Ve
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know how soon, once t:is objectiwve 1s gsined, the colonies
question would come to the fore agein., All this is merely
typlesl of the menoeuvering of the regime during the laet
few years. The frontal atteck on “ussle, nglend, and
France hes failed. The sttack ie now to be diverted %o
the flanks, which rakes 1t all the more dangerocus. In the
meantime a pood many people ere forgetting that Cermany is
prutting forth every effort to rress the bullding of the
fortifications slongz the fhine so as to ir obilize the
FPrench and ‘nglich, If she is eble to temporize and %o
hold out ‘nternally until these fortificetions esre completed
ar entirely new situstion srises for onece the fortificstionrs
are ¢o pleted the reslsterce of the Fronoch and rzlish to
bilatersl racts, the msintenance of the inclusiom of -usela
suropesm poace program, end the resistance to Germen
pressure in the countries of -outheastern urope will U
enormously decreased.

A very well informed observer remaried to
the other day, "I wonder how rmch longer the turopeen
mation will be 2llowed to become vporse through the mis
teking of Germen eggressiveness for strength."

ith respect to the internel position in Uermsny,
I think one of the rost interesting dewelopments which we
should note is that after Janmuary 30 Hitler geve the golden
insignia of the Party to Neurath, Schacht, Krosigh, ilz von
Rubenach, von Fritsch, end other members of the Government
who have not been members of the Party. They did not ask
for this honor nor in any wey invite 1t, but Hitler in a
public ceremony received them into the Party es an intermal
gesture. They heve not, with the exception of Rubenach,
offered any objectiom, but I think keeking them all as well
ag [ do, none of them was pleased over this way in which
they have been compronised before publie opinion at home
end before those who know them abroad. Hubensch 1s the
only one who felt that he could do sorething ebout it.
His strong ocatholic sentiments and the continued repression
of the Church impellsd him to resigm from the cabinet vhen
this werb:orehip in the Party, which is workimp this injustice
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¢0 the Chureh, was be: The faet that the
otheres have not resigned or shown open dlsplessure is

not necessarily anm indlostion of weskness. They are biding
their time and I em confident that their friendly feeling
for the Fihrer snd for the Party has not bheen incressed by
this but must to them in their hearts svpear as an humilie
etion, Thet litler should meke this pesture, however, is
significent for it shows the weskness of the Fearty and the
ineressing strength of these conservatives to whom the eyes
of the psorle within CGermany are turhing more and more.

It was Illtler's rather futile gesture to show to the Germen
people that these men are with hime It is intercsting too
thet the list of Party members which had been closed for
some time is to be opened ageln and new rembers are to be
received. It is not an indicetion of the strength of the
i"arty.

tven more important is the esteblishment of the
office for Auslands Deutschem as & sepsrate division in the
Forelgn Uffice. Altrough there has been a great deal of
corment on this in the press, the comment hes not been por-
tioularly discerninge This organizetiom for Auslends
Deutschen was formed early in the regime end (irst hed its
office in Ham urg under the direction of this man Dohle who
gtil]l remeins et its head, snd who is now to heve a seat in
the Cabinet, This organizetion has been a fevorite of
Goebbels endof the Propaganda Ministry ever egince the regime
ceme into power, for it wes the instrument through whiech
all Gerwans outside of Jerrany were to be coordineted into
the iarty and to be rsade its willing instrument in every
eountry in w oh Germens live. Although ostensibly it was
to concern itself only with Germans who had retained Gorman
nationality, in reality it concerns itself with sll persons
of German birth abroad who may elso have acquired some other
naticnelity. You know thet under German law & Gorman who
acquires other natiomality is considered in Germeny as still
retaining Germen citizenship,. Thies Auslends Deutschen
Burcau therefore concerns itself with the propagendizing
and control of the Germans in every pert of the vorld even
though they may be citizens of another country.
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This rust not be owverlooked. ™e present Gorman
Government looks upon the Germans in other countrles, for
exam le the United .tstes, Argentina, Brezil, and elsevhere
e& 8 ermen minority just as mmch as it considers the Sudeten
Deutseh in Czechoslovakia such s minority. It has ocoupled
iteslf vi th the Sudetenr Deutsch more now as it is & nearer
and closer range problem. The active interest in the others
is to oome later, but just as surely. All these Cermans
are to feel that now there s ir the “oreigmn Office in
Berlin an orraniretion direetly concerned with their
ests and if necessary to look alter those interests
vis the country inwhich they are domiciled or of whi
may have become a citizen or subjeoct. The head of this
division in the Forelgn Uffice, slthough technieally under
the Ministry of loreign iffairs, elso rereins under lless
who is the titular hemd of the Party orpesnizetion under
Hitler. It is the same sort of double sllerience whieh
Ribvbentrop has, who as ‘mbassador to London is under the
Foreign linister but in reslity as the head of the Forelgn
keletions Bureau of the Farty 1s under loss.

It was natural to put this iuslsands Deutechen
Pivision in the Foreign Uffiece for meny reasoms not the
least of which being that the directives to trese poople
abroad may ro through the Ambassador, liirister, and Consulse.
[t brinrs into the relations between states an entirely
new factor - that is, of s state setting up in the "oreign
0f7ice & divisiom which is concerned not only with the mat-
erial, W :0 with the criritusl end rolitiesl intercsts

and setivities of neticnels and of on pationnls who
may be defi: Y ¢d in another eountry, in many
cases the coit p ef which they have sequired. It 1s

a brazen, impudent thing for any Govermment to do, but

it 1s after »ll just sm expression of the National Socislist

spirit.

There ‘s & »ress
card index is to be set u
0ffice vhieh s to cover

espateh from Berlin that a

this Division in the Foreign
he neme of every Cermen abroad and
somplete nformetiom as to whether he has aequired other
nationality or not, and regerding his activities, personal
record, loyalty to the regime, ete. It is worth while
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pointing out thet the establichment of this Burceu gives
direet control of the Katiomal socialist cells elreedy
esteblished, or to be established throughout the world, %o
the foreign Office. The hollowness, pretense, and hypoorisy
of the entire German offensive against bolshevism is stromgly
shovn by this step. The present Germen Government proclsims
itself the seavior of :urope, of the United States, and of

the whole world from bolshevism whiech it seys is est-blishing
ites communist ocells in every pert of the world., I have sl-
ways pointed out thet the real reason for this deep hatred of
cormunism shown by the Hational Jocielists is thet Hetiomal
Soclalism sees in communism not sush a dengerous sociasl, eco-
nomie, or politicel doetrine, but the system which presents
ite greetest cbstecle to world supremaey. The two systems
are almost identical in their objectives andim their methods,
hence their enmity. Communism must be got rid of not be-
oause cf its dangers as such, but becsuse it is in the wey

of National Scelalleme. By setting up this division in the
Forelgn Cffloe the farty has shown its hand in such e petent
way that eoven the most unbolieving and blind should be con=-
vincede £ system {ar more dengerous, fer more effective
then enything which the Comintern has dresmed of has been in
the proesss of erection for several yeers and is now given
this open recognition through the estsblishment of this iureau
just at 2 time when Berlin is broadeasting its blasts ageinst
cormuni sm.

Count Coudenhove-Zalargl, who is the head of the Fan-
Emropa movement,has just writtenm an article in the l'sm-Luropesn
magazine which is of very resl interest as showing how hypo-
oriticel the Berlin cempalgn egainst Russle is. I em sending
brief comment on this article to the Department in a despateh.

I have just recelved a letter from e friend in Home
who has seen Cerdinal Pmeelli who told him "The situstion of
German Catholiocism is growing worse every day". The rerorts
which the Princes of the ‘hurch who recently assembled in
Rome made to the Vetican were not encouraging and heve removed
the last illusions. The Germen Uovermment is proceeding ruth-
lwesly to get rid of sll the Church schools in Germemy with
the ultimate objective of getting rid of all religious instruct-
ion in the schools. Basically the Natiomal ‘ocislist regime
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is just ss antl-church and auti-religion as communism ie

in Bussis. The omnly religion to be tolerated in Cermeny
ie the Hetlonsl Soeilaslist ideology. Acourste reports from
Germeny stow that the struggle of the "hurch schools to

maintain themselves is growing constantly wore hopeless.

Although Baldur won Shirsch is e moral re-robate and renerally
believed to be a sexusl pervert, he is more strongly estabe
lished in the saddle than ever, after it seered some .onths
agzo he would heve to go, remains in charge of the youth
movement in this eountry of 67,000,000 people, and 1s being
groomed to have gomplete direction of tho educetion of the
youth in the country.

In a convers tion somec i ree years ago Goebbels
repeeted the phrase which he used in those days in specches
but which he does not employ so much today. He seid thet
“"the Germsn people must be trained into an entirely responsive
instrument on whioh the Party can play any tune it may chocse
to play". This of course it the resson for the ecornlete ¢o=
ordination of churches, theatres, films, sehools, press, and
all public opinion forming meense I am told through = well
informed Germen gource thet if ingland does rot lend s recep-
tive ear to the Germen pressure for colonies snd for 'nglish
intervention in seourins for her o freer hend In “urope, it
is the intention of the -arty lesders to begin & ecampaipn
throughout Uermany which w 11 resch the smallest villege in
order to impress om the Germen psople a hate of unglend, France,
end Xussis through showing that it is they through not res-
toring the colonies, who are redueing the ermen people to
hunger and inevitable unimployment. In other words, a precti-
oal use is to be mede of the German people se the instrument
on which the regime plays this colonial tume for ite ends.

I wonder vhether the recent sreeeh of Zolomel Thomss
of the ‘iar “eorormics teetion of the Germsa General  taff was
brought to your attention. I am enclosing o elipping from
the Paris editiom of the NEW YORK H_oRALD TRIBUNE of February 8,
reporting the speech. It is significant for it is merely
repeating openly today whet Goering used to say in priwate
several years ago on the necessity for ruthless war and the
intention of GCermany not to make the same ristake agein which
she meade in 1914 end later in not weging the war sufficiently
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ruthlessly at the ouiset, ome of us who remenber the ruth-
lessness of the submarine warfare snd of the German sctivities

2

i Belgium have an idea of whet this may mean.

I trust you will exouse the length to whioe! thie
letter has prown, but this little country, oven though the
genter of interest from time to time s'ifts elsewhere 1t
always comes back here, remeine in meny rcsrects the mejor
faetor in thie problem of urocean posce in which we ere
interested.

The .uke of .indsor's slcter llary has becn spendings
week with him at .nzesfeld, with her husband, snd is goling baeck
to london Seturdey. I think all the tslk about her having come
here to dissusde him from -errying lirs. Simpson is without found-
ation. The reel reeson she came le that life is not any
too pay et .nzesfeld and it is comslidered of primsry importance
to keep the Buke happy and ooccupled and statiomary until after
the divorece is final end the merriage esn take nlrge. I pather
that the wedding will ‘eke plsce here in lMey, after which his
plens are still uncerts'n. He wisits no other house in Vienna
80 far except the British Lege‘ion. If he hes & mesl alse-
where it is inveriably et the Bristol Hotel, wi ich he has al-
ways favored. He has not been in & night club during this
last visit to Viemne. He has spont moest of his time since
his sister is here with her in the verlious museums in Viemmm.
It ie such a startlingly different life from thst wiich he
used to lead thaet it seems slmost unnatursl. 1In spite of all
these precautions 1t seems certain that the family will heve
to make provision for him and that there will be none in the
British Civil List. This is one of the serious problems,
for he is extravagent and has no sense of the value of money.
He telks every day to his mother in nglend and to Lrs. imp-
son, and the telephone bills every day run from $250 to {300,
He looks very well snd is in good spirits. Every time I see
him he shows an intense interest in what is poing on in our
country.

Beliecve me, with best versonsl wishes,

Cordlally and fel thfully vours,

George 5. liessersmith.
snelosure:

1. olipping from ¥,Y. Hearsld-iribune.




