
Vienna, February 9, 1937, 

Dear Secretary Itallt 

I last wrote you on January SO, The situation 
within Austria continues quiet, but her* as well as else-
whea* in Europe mieh ftontinues to happen to which careful 
thought has to be given and out of which the necessary ftftn* 
sequences siust be drawn if ft correct perspective of develop­
ment* is to be s&intained. 

The principal developjaent within Austria has 
been the announoeiaant of an internal loan of Schillings 
180,000,000, which I foree&stoi in M57 despatches and which 
is to be devoted entirely to work creating projects and the 
retirement of short-term treasury bills. The Government 
very properly recognisfti that waesployaent and too low a 
standard of living among a section of the people are still 
two of the principal difficulties ift the way of political 
unity and peace. The proceeds of this loan are to be used 
for the eloctrificatian of the Yierma-Calsburg railway line, 
for road construction, and other fftblio works and 22,000,000 
Schillings ar© set aside fear the jlray, of which, however, 
most will go into c nstructloa work or be absorbed by indus­
try* About • fourth of the loan will be used for the re­
tirement of short-term treasury bills which the Government 
has emitted during the last year or two. There Is every 
indication that the money it Going to be put to good use and 
there seem® to bo little doubt that the loan will be fully 
absorbed within Mtstria* 

The Honorable 
Cordell Hill, 

Secretary of State, 
Washington, D» G, 
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A» the Minister of Cossseree put i t t o n© very 
apt ly at lunch at ay bouse today, there ere too many id le 
hands in Austria and there la axpl© idle sonoy • the two 
must he brought to^etheiSi ^he loan is almost cer ta in to 
b© a success and uHll be the second 'n terna l loan tha t 
Austria has floated during the now almost thy© years tha t 
I m feore. 

The Minister of flnane© mad© • speech in the 
Bundestag today In ft. ioh he spoke ©ncouraglngly of the 
continued slow but favorable development ©f the in ternal 
indus t r ia l und economic position.. Of t h i s there do©s not 
sees to *••+ any doubt as 1% i s reflected in constantly In— 
cr©es*n£ tax return© without any increase in t^.xes having 
been !®ad«. for the f i r s t t!*?© in the l*«t thro* yearo in-
d u s t r ' a l i s t s themselves ©pe«lr of a d©eif)ed improvement in 
business, ©sneeially for export. Ther© are ind 'cat ions that 
the Increasing TW TPatoriels d i f f i cu l t i e s of Germany are find 
ing; t h e i r ref lect ion in the i n a b i l i t y to ex-ort cer ta in pro­
ducts which ar© new being purchased in Austria. If the 
general s i tua t ion re ta ins quiet here snd in Surope, I see 
a dooiued botterssent se t t ing in hare and there ar© awpl© 
indioations that th i s i s In no send© an overly optimistie 
ostiraato* 

The Minister of Coasiero© and the Minister of 
"finance hpve within th© l«»»t f«w days to mo, and t*»© Minister 
of Finance today nabliely, ©xprossed the opinion tha t the 
successful f loating of the above rrestioned in te rna l losn, 
vhioh seems certain* •will do away with any probabil i ty there 
say have bees for e devaluation of the •©hilling d r ing th© 
noxt six stontho • unless t t • ' ould b© a car t of sosse gen­
e ra l «rrsnp»s«nt on s t ab i l i s a t ion* 

In Ey l a s t l e t t a r 2 referred t o the so-called 
cu l tura l organisations which hay© recent ly toon organised 
and ofcich are in r e a l i t y poorly disguised Wetlenal Social is t 
or National is t groups. X rentioned th© support *h!eh 
they vitro receiving fro® too. Fonbera Of the Cabinet, 
Meu©todt©r-Stur»©r and Olaisa-Horstenau* and Indicated 
that Meuetadter-Sturrser w i l d soon bo reroved from th© 
Cabinet. I t wna the Chancellor's intent ion t o remove him 
by t h i s time, but unfortunately th© Stepheni A^enoy frosi 
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^ome about a week ago issued a statement to that effect 
and thia nade it necessary for the Chancellor to withold 
action as ha did not wish it to appear that he w acting 
under Italian influence which as a matter of fact in this 
respect is not the ease • although the Italians wiH be 
glad to see >Ieusta"dter-Sturra«r go. The German Foreign 
Minister* von Nourath* has announced his visit here for 
February 23 and 23* and this la a farther reason for not 
talcing any nation concerning HeustKdter-Siairraer now, The 
Germans would take it amiss if he were reraoved just before 
the Heurath visit* There is Mi doubt* however* that the 
Chancellor will eliminate !eusta*dter-Stu";mer from the Cab­
inet towards the end of this month «r early in March, as 
his decision in this mspect is definitely made and it la 
only a question of the convenient moment now. 

The visit of von Heurath* while not unacceptable* 
is welcomed only on account of the personality of fteurath 
who is not considered here as a Bational Socialist in spite 
of his recent admission %o the Party, I think we nay take 
it that Reurath i» simply returning the visit which the 
Secretary of State for Foreign Affairs* Dr. Schmidt* made 
to Berlin SOB© weeks ago, when it was agreed that leurath 
should come aere after the conclusion af the trade negotiations 
between Bar H a and Vienna, Observers hem are incline* 
to believe that the visit has no other significance and while 
unquestionably leurath will continue the Gorman pressure 
which has recently been so actively exerted* it is not likely 
that anything concrete will result or that the Austrian* 
will give any further ground* jus* as they did not during tha 
resent trade negotiations* tha aterilo results of which I 
have already reported* The Police President of Vienna* Hr* 
Skubl* who was at the house for lunch* tails jse that the 
visit of Bcurath will caus# them a good deal of work her© as 
the fact that leurath is not a real Nasi will not prevent 
the Mstrian Uasis from end savoring to use this opportazlty 
to demonstrate. It is opportune to say ham that it is 
generally believed that Br. Skubl will succeed Heustadter-
Stiirmer as Minister of Public Security, It would in scaao 
respects bs a good choice, but Z personally believe that a 
definita decision as to KeustUtei^-StOnaer's successor has 
not yet been made* 
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In a recant letter I mentioned the reports that 
the Chancellor *as planning to Harry the Countess Fugger. 
who TSRS bom a Csernin. E*e™ seemed to he little ftouw 
.bout the Chancellor's fondne*l for thto lady whose carriage 
to her first husband m e recently anulled by the Vatican. 
There is no rease* why the Chancellor should not ssarry after 
two years of widowhood, but the general disapproval of this 
narriage plan becaoe r*ty evident • largely because the 
Countess Fugger to srdte of her youth and attractiveness to 
not a popular person* Th* fact that she abandoned her 
husband and four young children to severely censured here 
in Austria where divorce and asullnent are not popular* 
Knowing the Chancellor as I do, I feol that he was very 
jaueh draw to- her and was serioitely contemplating mrrying 
her, but it was generally considered even in circles raost 
friendly to hint that it would be a very unwise saove at this 
ttoe as it would weaken his position and this unpleasant 
circumstance would be bad for Austria. I felt all &lo8~ 
that the Chancellor would not go through with this marriage 
If he saw it would have political consequences, which it is 
now unquestionable it would have. It jaay now be said 
definitely that all thought of the jaarri&ge has been aban­
doned. He has recently expressed htoself to lautual friends 
as not planning to sarry, and the Countess Fugger has also 
found it advisable within the last few days to roake a siallar 
statement to her friends. 1 think the unfortunate effeet 
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. He is a real patriot and so de­
voted to the task of mintaining Austria's indaoeadence that 
he would not penult anything to happen which would woken 
his position. 

There is no question but that legittoisrt is ecaing 
rapidly to the front as I have said in my recent despatches^ 
a/id letters. ihe Chancellor sees in it mor» end ,*>re a 
"«« 2 \ ° f J**! ^ l 8 tf i a n situation and cf the Austrian state 
.or«, out not in restoration m raost legitimists have en­
visaged it. You will remember that I have stoeys said that 
£ r ? ^ ° f a t f ^ c a a e? ** ̂ a be to a for* desired by Austria 
and for Austria. In fc| confidential despatch IIo. 1045. of 
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February 8, 1937 # X have forwarded n -wry complete report 
on this mstter which In some respects la interesting es a 
political document, though I doubt if youlfind tiiae to read 
It. The Chancellor aees sore and more that there Is no 
one to whom he could safely pass on the Government ehould 
he for some reason haw* to give up or disappear from the 
picture. Although a personally convinced monarchist, thla 
latter is the principal reason which makes hi« ajensider 
monarchy more seriously and I can assure you that J hav# 
the best reasons to know thst he la considering it very 
seriously. 

A practically continuous series of editorials 
in hla paper* the KELT BLATT, shows how he is grooming the 
monarahist movement to meet his views and how he is pre>» 
paring pablio opinion for it withis and without Austria. 
He realizes fully all the difficulties still in the way 
and la not going to do anything precipitate for, as 1 have 
always told you, the principal objective of the Chancellor's 
policy la to melntala internel peaoe and to do nothing to 
disturb the peace of Europe. From the Interns! point of 
view the position la already such that restoration could be 
brought about her* over «lght without causing any disturbance. 
The legitimists themselves haw plaoed their cause entirely 
within the hands of the Chancellor In whom they have •"•ery 
confidence and whose Judgment they are prepared t» follow. 
They have definitely aeoopted his view that restoration must 
nean restoration only in Austria and no territorial or other 
revisionist objectives. 

From the external point of view thero are still 
great obstacles to be overcome beforo restoration can be 
brought about peacefully and without any disturbance, but 
theae ofcftaclea are not nearly so great as they were, and 
are becoming loss constantly. The Little l&rtente, *a you 
know, wes formeu largely to oppose restoration and to re­
strain Hungarian territorial revisionist objectives. On 
paper the Little i-ngente la still committed to maroh in the 
event of restoration* Chechoslovakia, however. In spite of 
her brave words, knows that she la definitely threatened by 
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Germany and there a no question tha t she is so threatened* 
Of the L i t t l e entente s t a t e s she Is the post prepared now 
to accept res tora t ion in Austria and would probably rake no 
serious objection, seeing in i t a defensive raessuro against 
Germany. fhe Rumanian opposition la less a lso and would 
probably not be serioaa* The opposition of Yugoslavia, 
however, rsrra'rs as strong as before behind the scenes, a l ­
though openly tho Yugoslav press bt>t beer, unusually restrained 
in view of these a r t i c l e s In th© TEKLT BUTT which so c lear ly 
show the -Austrian trend* Yugoslavia has always said tha t 
restorat ion would be the Immediate signal to rarefe or. Austria, 
but there is a good deal of reason t o believe tha t I t a ly 
d i r ec t ly and ..ngland and France ind i rec t ly are using a seoder-
atlng influenow en th*s question in Belgrade. I t wi l l take 
t i s » to assure Yugoslavia* and the Chancellor knows t h i s , 
but I think there i s already reason to believe that *ugosls>via 
would no longer mcron in case of restoration* The a t t i tude 
of i&iesolini i s benevolent and with h la i t i s only a question 
of i ta being done when the tlrre i# opportune. France and 
ngland would assume a benevolent a t t i t u d e . 

The rea l objections s t i l l oos» frora Germany which 
will use every effort to avoid res to ra t ion . As a matter of 
fact informed observers here are of the opinion that the 
L i t t l o Entente has regained so quiet 1B tmee of the increased 
leg i t imis t •act ivi t ies in Austria » in contrast %o i t s forcer 
a t t i t ude - believing tha t Germany i s now Baking the fight 
against res tora t ion which i t fomerly had to icake* Germany 
is unalterably opposed to restorat ion* You wi l l ronezEbot* I 
reported tha t Gocring said t o Dr» Sohaidt sosa s i s weeks ago 
in Berlin that Germany would Kerch on Austria la case she 
attempted restorat ion* Such action by Germany Is well within 
the realm of probabil i ty and t h i s la recognised in Austria. 
I t i s believed here, hov^ever* tha t Go many lâ f pre pared for 
war end that she I t not capable of caking an effort outside of 
Germany which would involve h«r vi th major powers* Just as 
the ReiehsTsebr prevented the sending of troops as actual 
Feiehewehr uni ts t o Spain, ao i t I s believed i t would be de f i ­
n i t e ly against sending t roors in to Austria In case of restof>» 
ation* TiO one hero, hownvsr, has any i l l u s i o n ! as t o what 
the German objectives with regard to Austria, Ozecheslovakla, 
and southeastern »uroge a re . Bo one believes tha t the present 
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regime can give up these object ives . The Asneel lor roust 
therefore watoh the position careful ly , reckoning on Germany 
as the principal obstacle In the way of res torat ion and see ­
ing the poss ib i l i ty of her ee t ive ly opposing I t growing less 
end l e s s , but for the present s t i l l r e a l . In the HseantiRS 
he has to do everything to assure public opinion in Austria 
that reft oration wil l mean a democratic r:onerohy and publlo 
opinion outsido tha t i t wi l l tr»eaa a Habsburg at the head of 
a democratic Austrian Governments with no pretensions beyond 
Austr ia ' s present f ront iers and with no revision of f ront iers 
or t r e a t i e s in mind. 

As X said in try l a s t l e t t e r , I s t i l l hope that 
restorat ion ssay not be found necessary but tha t Austria way 
gradually return to democratic government in the form of a 
Republic. I should point out, however, tha t the tendency 
I s towards res torat ion and the obstacles to i t growing l e s s . 
;.'e should not be surprised i f I t coses almost over night 
although I s t i l l believe I t i s not a r a t t e r of the near future. 

The relat ions between Austria and Germany have 
not improved and are not l ike ly to improve in the near future . 
The s t e r i l e resu l t s of the recent trade negotiations show 
how strong the Austrian resis tance to German pressure i s . 
In the rjeenttee the German a c t i v i t y in Austria i s again i n ­
creasing. In &y des natch ?lo. 1044, of February 8, I t e l l 
a quite in te res t ing story of how the Germans have t r i e •• t o 
get control of the Austrian film industry in order t o carry 
through the Aryan paragraph and to have a more free f ie ld for 
p o l i t i c a l propaganda. The despatch t e l l s how in a measure 
the Austrian Government has again been able to defeat t h i s 
German nttemxt, but i t also shows how constantly a l e r t the 
Government here has to be . German in t e r e s t s , for ejcarpluL 
have recent ly succeeded in get t ing control of the organ!?,«%•» 
ion which has most of the public news stands. This was done 
I s order t o pake i t possible to press on the Austrian public 
the German nev:a pp. pars and periodicals which are already ad­
mitted t o the country. The ac t i v i t y of the Propaganda 
Ministry in Berlin i s pa r t i cu la r ly great here and in a l l 
Southeastern i-urope»flthough i t extends to every part of the 
world. Goebbels has money for these a c t i v i t i e s outside of 
Germany, most of which are subversive in character, in spi te 
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of the financial difficulties of the Government at horn*, 
which we know are ao reel* For these activities Germany 
still finds money and oar .American representatives on the 
Standstill Cseadttee will do well Is remembering this when 
they are dealing with German colleagues who insist that 
Germany has no aaehsnge with which to buy raw materials or 
to fay Interest on her foreign obligations* 

I» the general picture I think we are going to 
see, as I indicated 1B my recent lettera* Germany pushing 
forward the colonial question and her propaganda against 
communism la the endeavor to divide Europe into two ideo­
logical eampo - ell for the purpose of weakening the position 
of the %stera fewera* The recent trip of Eden on a hell-
day to the Couth of "rmzm is being made to appear In o 
part of the press as am endeavor to sidestep a discussion 
of colonies with ibbentrop, while Lord Halifax, ̂"•'° 1* 
credited with core pro-germon views, it at the head of the 
Foreign Office* I doubt very snuoh whether there le any­
thing to these remjre, for î den as you know is not strong 
physically,, le constantly overworked, has had one breakdown, 
and been on the verge of several* I think this trip Is a 
very neoeseary relaxati«B end holiday and that If Hibbea-
trop talks on colonies with Halifax, which seems fairly 
certain, while d4»n la on this holiday he will probably 
find an attentive but unresponsive listener* 

X hsve been told, I belie*** on very good auth­
ority, that In inner oirolea in Sngland It was decided when 
Hitler announced his intention to make this speech on Jan­
uary 30, that this was to be the lest chance. For this 
reason -.den made hit speech in the Gossoons and discussed 
with Blum the one the latter made at Lyons* Hitler was to 
have the last- wrd and if he did not come acroea with any­
thing concrete thera was to be no wavering and uneerttiBty* 
As thera St ao question that Hitler1! a peeeh did not give 
way aa inch and In spite af fair words means his retention 
of every item of the national •aelsllat program, I thlA 
that BOW although little may be said in England, they e.n 
going to concentrate more than ever on rrarmament as the 
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only thing left. If Klbbentrop does talk with Halifax in 
the next few days, as aeeEis likely* on eoloniee I would not 
be surprised to see the English response being a -very defi­
nite atetement en her rearmament program. That is the only 
real answer that ngland oan make. I personally believe 
that the British position la firm in spite of the fact that 
Ribbentrop stilt has a eertain audience to whieh I have in 
the past directed attention, 

Ther» are rumors here and in Pari* that Bnnoiman 
made proposals to us whila he was in the United States with 
regard ta aa international lees for Oermany* Certainly If 
he was acting ia concert with ISontagu Hcrrnen this is what 
he would da^ ant I doubt whether ha actually did eo and if 
he did I a» sure he got the eold shoulder whieh he deserved, 
and euoh a cold sho lier by u§ would be a helpful thing for 
England In keeping bar on the only aafe path for her* Of 
sr"nor importance, but I think of significance, was the 
gesture which lbbentrop rsda la saluting the King with the 
Sa?-1 delate recently. It la the sort of thing whieh w© must 
expect, msd if on® knows the German character one is not 
surprised. 

You will be interested to know that Papen* who 
has considered his field as South astern urope, continues 
te be extremely unhappy here. He feels that the progress 
whieh ha la making is unworthy of a man of his capacities 
and stature. He Is deeply disappointed that he has not been 
sent tc London. His heart ia tat on it and he continues 
to tall the important englishmen who come bora to observe 
the situation that if he were sent by Berlin to London ho 
could "make peace in a month** 

The endeavor to aapsrete Europe into two ideo­
logical oar-pa !• failing, but this does sat mean that Ger­
many is glwlng up this effort. The aampaign against Checho­
slovakia is %elng carried on without abatement although 
there ia »o country in Sarope which la less likely to go com­
munist ie. flat primary objective of course ia to gat rid 
of the Russo-Czechoslovak sgreejrsent as a preliminary to break­
ing down the Franco-Soviet agreement* but the attack on the 
two agreementa is being made simultaneously. The Cseoha 
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in spi te of t h e i r feara n r t , tm6 I b#H'"v« a i l l continue, 
holding firm. §aebhele wed© a soeeeh i t Hamburg the other 
day IK which he nada a* aonceslinent of th© f aot tha t th* 
campaign against Cseehoslovakta wi l l continue as long as 
she holds to the &tt».to-C*ee>oslavak agreoTaeBt, but he does 
not say tha t once I t i s gone Cssehoslovakla would be at the 
^erey of Germany and events would rapidly take t h e i r couraa 
there* There has bean wish. ccncejai in f'arie and in London 
within the l a s t tars days o w r Czechoslovakia, where i t is 
feared that Hi t le r may take soso aggress!-?® set ion* % i l e 
I think these fears as to immediate action ar® exagraroted* 
there is no question tha t l a spi te of H i t l e r ' s assurances 
tha t there wi l l he no further surpr i ses , Cseohoslo-aikiA i s 
very jsuch i» his rdnd. Once Hi t l e r gets inch •» idee, 
which in t h i s ease wo know ho \\aat he ai'Vor gives t t up. 
The Japanese s&jjister here drank too -mil and too freely 
at a dinner here the other night #nd confided to the Chilean 
Charge* d*Affaires* who® he considers w r y much in the Genaan 
oerap* tha t H nor; locked as though "rrasoo was going t o win 
in Spain and i f he did in s i s months Czechoslovakia would 
have disappeared as a pa l i i i oa l u n i t " . 

The parallel ism of action between Berlin end 
Kosse continues, bat grova weaker*. Mussolini i s s t i l l 
playing with Germany on th i s aati-oosjaufiist f ront , hut 
his enthusiasm has lone since disappeared for he rea l i ses 
how daageroat the ssovezjent i s . I f to r the narrow escape 
frosa f i r s t class complications through cooperation in Spain* 
he does not want to take any chance* In the heart of Europe 
for l bel ie** i t i s f a i r l y c lear t ha t ho does not v*ant war* 
the support whieh the Ttelinn ^Sinister har t la gsving t o 
the Austrian Governrasnt in i t s ef for ts to get r id of fteustadter-
Sturror , wo a l a now behind the Uasi aie'lament* i« sore s i g -
nif leant than %&y of the stataments a caring from Hesse fr iendly 
t o Germany* The support which Mussolini i s i n d i r e c t l y 
giving t o the Chancellor in pushing forward the res tora t ion 
i3ea* t o which Oersaay is so def in i te ly opposed, la equally 
s ign i f ican t . The I t a l i an gestures towards Yugoslavia,- the 
recent meeting between Oiano and the Turkish Foreign Ministar* 
the Bulgarian-Yugoslav non-aggression pact* and the greater 
I t a l i an friendship with Hungary a l l show how l i t t l e I t a ly 
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trusts Germany «nd h w midh Italy wishes to keep Gerr*ny 
fron having that free hand in Central urope for which she 
le constantly and steadily working. 

Germany is going to press the idea of bi-lsteral 
pacts as opposed to collective security, snd will stow her­
self prepared for conversations for a ;-«stera Locarno • but 
on her own conditions. Xhese conditions are going to be 
trade nuch raider than could have boon foreseen a little while 
ago, but the objective is not changed in any sense end the 
conditions will still be such that England, and France ean-
not grant theau Th<? pressure for M-lateraX pacts will 
continue and the sacrifices Germany villi be prepared to rake 
to ret a fr9B hand in Central Europe -sill be greater, but 
it Is to be hoped unavailing. The radical elements in 
"Sen any, while a little E re in the background, r.isintein the 
upper hand in spite of appearances to the contrary and this 
is something which 1 think it is rrost important to keep in 
sda4» particularly during the enrly part of this year which, 
in, ©any ways, will be th© west critical period of a decisive 
war* Germany will use •very effort to buy a free hand in 
Central -aarope from England, but if England Is wise, which 
there are indications.she will be, she will act permit her­
self to be led astray for it would unqueeiionably be fetal 
for her in the end. 

I have been reading the liesioirs of Dulow in con­
nection with this extensive reading that I eis doing in spite 
of sny many occupations, and it indeed tskes a stupid person 
who does not realise thst it Is England • her humiliation 
and the piecing of her to • secondary position » that Is 
the long rang© al» of German policy* Germany can never 
reach whet she if efter as long as England is etrong^ end 
she rsast get Central and Southeastern Europe if she is to 
be strong enough to dictate to London. Itsly la aware 
of thispositlon and while playing with Berlin for her own 
advantage, ia quietly endeavoring to atrengthen her own 
position in Central and Southeastern Europe. Thie In its-
self is not ao dangerous for the effect of the Italian 
action la not eo rmtsh. to strengthen the ultimate Italian 
position as to weaken the German position and to add strength 
to the individual position of these countries. It ia true. 
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for example, tha t the L i t t l e -ntenie Is no longer hound t o ­
gether by a® strong t i e s as before, but in gener»l the position 
Is sounder, for the Individual s t a tes of the L i t t l e Entente 
ere stronger in ternal ly and ex terna l ly . 

Perhaps here I should remark that v*hat I have said 
concerning the L i t t l e ^attentat I would not wish t o be in t e r ­
preted as indicating tha t I think the L i t t l e Entente i s break­
ing up. Art ic les are appearing in the European press which 
are inspired from Berl in , and to a lesser degree fro© Rons©, 
to the ©ffeet t ha t the L i t t l e intent© haa los t p rae i ica l ly a l l 
fore« and la approaching d isso lu t ion . IKhlle I t i s t rue that 
the L i t t l e ntente ras formed t o prevent res tora t ion and to 
res t ra in the revis ionis t aspirat ions of Hungry, and tha t 
the former of these object Ives has considerably weakened, 
there i s such reason to believe that the oomcon fear of Ger» 
rany la Just a t greet end w i l l serve as a very rea l ceiaent 
t o hold the L i t t l e Uitente together . In some ways the t i e s 
betv»een these s ta tes are weaker 86 is ahown by Yugoslavia's 
having sane thtsnon-aggreeslen pact with Bulgaria without 
rea l ly previous consultation with Rumania and Cxeohoelovakit« 
On the other hend whet i s of najor significance is tha t a l l of 
the L i t t l e Entente s t a t e s , because of t he i r associat ion, have 
beer able to strengthen t h e i r respective position* in te rna l ly 
and external ly and t h i s , frost the point of vie* of .i«ropesn 
peace and s t a b i l i t y , ia a d i s t i n c t gain. The Litt le" entente, 
in ray opinion, w i l l not disappear as e cooperative unit as 
long as the danger of mi l i tary aggression by Germany continues. 

I t v& 11 be Interest ing to v? a t oh the a c t i v i t i e s of 
Rlbbentrop in London. .As I have forecasted in t h i s l e t t e r , 
there seems to be no doubt that he 'will t r y to get England 
t o take the i n i t i a t i v e in a Western, pact and to get ehanges 
in the Franco-Soviet agreement which s i l l so v i t i a t e i t as 
t o lead to i t s eventual animlBant, Onea i t is weakened the 
Czechoslovak pact would quickly f a l l away. He wi l l t r y t o 
get Br i t i sh agreement to those ideas and t o the gradual with­
drawal of Br i t i sh interes t and s *pport in Central and <-euth-
eastern Europe. In exchange he wi l l offer the lessening 
of Crerm&n pressure for oolonies which i» so annoying to 
the English and which, shal l past: into a secondary phase. ITe 



- l l -

know hot- soon, one© t h i s objective is gained, the colonies 
question would coma t o the for© again* All t h i s la merely 
typica l of the manoouvoring of the regime during the l a s t 
few years . The frontal at tack on Russia, ngland, and 
France has faileeV The at tack is r.cw to he diverted t o 
the f lanks , which rakes i t a l l the mo;:-© dangerous* In the 
meantime a pood many people ar« forgett ing tha t Germany la 
putting forth eveiy effor t to cress the building of the 
for t i f i ca t ions along the Rhino ao as to lis obl l l se the 
French and Knglich* If she is able to temporize and t o 
hold out ' internally u n t i l these for t i f ica t ions a r t completed 
an en t i r e ly new si tuat ion arises for once the fo r t i f i ca t ions 
are a© plated the resis tance of the French and .nglish t o 
b i l a t e r a l pacta, the maintenance of the inclusion of »<-useia 
In the European peace program, and the resistance to German 
pre as mm in the countries of southeastern Europe wi l l be 
enormously decreased. 

k very well informed observer remarked t o we 
the other day, "I wonder ho*' much longer the fcwopean s i t ­
uation wi l l be allowed to bee ore worse through the E l s -
taking of German aggressiveness for strength, '1 

ai th respeot to the internal position In Germany, 
I think one of the rost in teres t ing developments which we 
should note la t h a t af ter January 30 H i t l e r gave the golden 
Insignia of the Party t o Heurath, Schacfctp Krosigjb* t i e von 
Rubenaoh* von F r i t son* and other members of the Government 
who have not been members of the Party. They did not aek 
for t h i s honor nor la any wo/ Invite I t , but H i t l e r l a a 
public ceremony received them into the Party as an internal 
ges ture . They hove not , with the exception of Bubenach, 
offered any objection, but I think fe6ej|$ng them a l l as well 
as I do, none of them was pleased over t h i s way in which 
they have been compromised before public opinion at home 
and before those who know them abroad* Kubenaafc la the 
only one who fa i t that he could do sornethiss, about i t . 
Ma Strong cathol ic sentiments and the continued repression 
of the Church impelled him to resign from the cabinet whan 
th i s membership ia the Party, which is sor t ing t h i s In jus t ice 
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to the Church, woe bestowed on him. The fas t that the 
others have not resigned or shown open displeasure i s 
not neoessarily an indication of weakness* They are bid tug 
t h e i r time and I air. confident that t h e i r friendly feeling 
for the Fahrer and for the Psrty has not been increased by 
th i s but must to them in t h e i r heart* appear as an humill-* 
s t i on . That Hi t ler ebould make th i s gesture, however, ! • 
s ignif icant for i t shows the we&teriees of the Party and the 
increasing strength of these conservative® to whom the eyes 
of the people w'thin Germany are turning more and more. 
I t was H i t l e r ' s rather fu t i l e gesture t o show to the German 
people that these men are with him. I t i s in te res t ing too 
t h a t the l i s t of Party members which had been closed for 
some time i s to be opened again and new members are t o be 
received. I t i s not an indioation of the strength of the 
Party. 

liven more important is the establishment of the 
office for Auslands tfeutsohen as a separate division in the 
Foreign Office. Although there has been a groat deal of 
oorursent on t h i s in the press , the comment has not been par* 
t i o u l a r l y discerning. ThlM organisation for Auslsnds 
Deutsehen was formed early in the regime and f i r s t had i t s 
offioe In flam urg under the direct ion of t h i s man Dohle who 
s t i l l renains at I t s head, snd who is now to have a seat in 
the Cabinet. This organisation has been a favori te of 
Goebbela endof the Propaganda Ministry ever sinoe the regiu» 
oams in to power, for i t -rcas the instrument through which 
a l l Germans outside of Gerirany i»er* to be coordinated in to 
the Party and to be mode I t s b i l l i n g instrument in every 
oountry in mheh Germans l i v e . Although ostensibly i t was 
to oonoem i t s e l f only with Germans who had retained Gorman 
na t iona l i ty , in r e a l i t y i t concerns i t s e l f mith s l l persons 
of German bi r th abroad who may also ha** acquired some other 
na t iona l i ty . You know that under German lam a German wfef 
aoquires other na t iona l i ty i s considered ifi Germany as s t i l l 
re taining German ci t isenship* This Auslands Deutsehen 
Bureau therefore concerns i t s e l f T?ith the propagandising 
end control of the Germans in every pert of the • orld even 
though they cay be c i t i aens of another country* 
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This rust not be overlooked. The present *3enr»an 
Govcnssaent looks upon the Germane in other countr ies , tW 
exeis la the United State*, Argentina, Brazil* and elsewhere 
&B a German minority jus t as sruoh aa I t •ensiders the Sudeten 
Deutsch in Oseehoslovakia such • minority. I t has occupied 
i t e a l f td th the Sudeten Dautseh more now as I t is a nearer 
and closer range problem. The active in te res t in the others 
i s to come l a t e r , but ju s t as surelyv All thesa •ertnans 
are to feel that now there i s in the Foreign Office in 
Berlin an orranination d i r ec t ly concerned with their- i n t e r ­
es t s snd if necessary to look after those in te res t s -via a 
vis the country inWiioh they are domiciled or of which they 
raey have beeoKie • c i t i s en or subject. The head of t h i s 
division in the Foreign Offiea, although technical ly under 
the Ministry of Foreign Affairs , also rar.ains under lleaa 
who i s the t i t u l a r head of the Party organization under 
H i t l e r . I t | « the e&tm sor t of e)oubl* allegiance which 
Hibbentrop has, who as Ambassador to London i s under the 
Foreign minister but in r e a l i t y as the head of the Foreign 
Relet ions Bureau of the Party is under Heaa, 

I t was natural to put t h i s Auslends Deutsohen 
Division in the i-'oreign Office for mny reasons not the 
leas t of which being that the direct ives t o these people 
abroad nay go through the .Ambassador, Minister, and Consuls. 
I t br inra in to the re la t ions between s t a t e s sn en t i r e ly 
new factor • tha t i e , •# a s t a te se t t ing up in the foreign 
Of*lea • division whlolj i s concerned not only with the mat­
e r i a l , but a lso with tha e p i r i t u a l mnd po l i t i ca l in t e res t s 
and ac t iv i t i e s ©f nationals and of foreign nationals «ho 
sssy be def in i te ly coEdoiled In another country, In many 
oases the c i t izenship of which they have acquired. I t la 
a bra::,en, impudent thing for any Government t o do, but 
i t t s a f te r a l l j u s t an expression of the National Socia l i s t 
s p i r i t . 

There 's a press deepatch frost Berlin t ha t a 
card index is t o be est up in t h i s Division in the Foreign 
Office rhich la to covwr the nerae of every ''«rman abroad and 
complete inf onset ion as t o Aether he has acquired other 
na t iona l i ty or not, and regarding hia a e t i v i t i e a , personal 
record, loyalty to the reglma, a t e . I t l a worth wlill* 
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pointing out that the establishment of this Bureau giweS 
direct control of the Rational socialist cells already 
established, or to be established throughout the world, to 
the *oreign QffieSe The hollowness, pretense, and hypocrisy 
•f the entire German offensive against bolshevisa is strongly 
shovro by this step. The present GenRan Government proclaims 
itself the savior of Europe, of the United States, and of 
the whole w>rld from Bolshevism whioh It says la establishing 
Its communist cells in every part of the worM. I have al­
ways pointed out that the real reason for this deep hatred of 
oommunism shown by the Kational ooielists is thr.t Actional 
Socialise sees 1B communism not such •dangerous social, eoo-
r.omie* or political doetrina. but the system whleh presents 
its greatest obstacle to world supremacy. The two eysteiHS 
are almost identical 1 B their objectives andin their methods, 
hence their enmity. Communism must be got rid of not be­
cause of its dangers as such, but because it is 1B the way 
of national Socialism. By sotting up this division in the 
Foreign Offloo the farty has shown its hand in such a patent 
way that even the most unbelieving and blind should bo con­
vinced. A aystem far sore dangerous, far more effective 
than anything which the Comintern has dreaded of ha* been la 
the process of erection for several year* and is now given 
this open recognition through the establishment of thla Bureau 
just at a time when Berlin la broadcasting its blasts against 
oommunism. 

Count Soudenhove-Ialcrgi, who la the head of the Pan-
Inropa movement,has just written aa article In the Ian-Jwaropean 
magazine whioa la of very real interest aa •bowing how hypo-
eritical the Berlin campaign against Kuesla ia. I am sending 
brief comment on this article to the Department 1 B a despatch. 

I have just received a letter from a friend in Rome 
who has seen Cardinal Paoelll who told him "The situation of 
German Catholicism la growing verse every day** The report* 
which the Princee Of the vSmroh who recently assembled in 
Rome made to the Vatican wast not encouraging and have removed 
the last Illusions* The German Government ia proceeding ruth­
lessly to get rid of all the Church schools In Germany with 
the ultimate objective of getting rid of all religious instruct­
ion 1B the schools. Basically the national Socialist regint 
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i s jus t 88 antl-ohurch and aist i-rel igion as corcraunisffi i c 
in &ussi«» The only re l igion to be to lera ted in Germany 
i s the national Social is t ideology* Accurate reports from 
Germany chew that the struggle of the Church schools t o 
maintain themselves is growing constantly it-ore hopeless. 
Although Baldur -son Shirach i s n moral reprobate and **enerally 
believed to be • sexual pervert, he i s more strongly es tab­
lished in the saddle than ever, af ter I t seemed sone conths 
ago he wuld hew t o go, remains in charge of the ycath 
movement 1 B t h i s country of 67,000,000 people, and i s being 
groomed t o have complete direction of the education of the 
youth in the country. 

In a oonvers t ion some t re© years ago Goebbels 
repeated the phraso whioh he used in those days in speeches 
but which he does not employ so reach today. He said tha t 
' the German people saust be trained in to an en t i r e ly responsive 
instrument on which the Party can play any tune i t may choose 
to play** Thle of course i s the ronton for the complete oo*» 
ordination of churches, thea t re s , f i lms, schools, press, and 
m%X public opinion forming raeens. I am told through a well 
informed German source tha t i f England does not lend a recep­
t ive ear t o the German pressure for colonies and for English 
Intervention in securing for her a freer hand in Europe, 1% 
i s the intention of the r a r ty leaders to begin a campaign 
throughout Germany which wi11 reach the smallest vi l lage in 
order t o impress on the German people a hate of linglsnd, France, 
end Kussia through showing t h a t i t i s they through not r e s ­
toring the colonies, who are reducing the ..-erman people t e 
hunger and inevitable unimploysent* In other word*, a p r a c t i ­
cal use Is to be j^ede of the German people as +hc instrument 
on which the regime plays th i s colonial tune for i t s ends. 

I wonder whether the recent sreeeh of Colonel Thomas 
of the War Seonotr-ies Section of the German General : teff was 
brought t o your a t t en t ion . X am enclosing a cl ipping from 
the rn r i s edi t ion of the Wm Y01-K H*AALD TRIBDHE nf February 8, 
reporting the speech. I t i s s ignif icant for i t i s merely 
repeating openly today what Soaring used to say in pricate 
several yearn ago on the necessity for ruthless war and the 
intention of Germany not t o riake the ssr*e r ia take ngain which 
she made in 1914 end l a t e r in not waging the war suf f ic ient ly 
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r u t h l e s s l y a t t h e ou t se t* £em> of us who remember t h e r u t h -
l e s s n e s s of t h e submarine warfare and of the German a c t i v i t i e s 
tr. Belgium have an idea of what t h i s may Bean. 

I t r u s t you w i l l excuse t h e length t o whleh t h i s 
l e t t e r has ^rown, but t h i s l i t t l e oount ry , oven though the 
c e n t e r of I n t e r e s t from time t o t ime s h i f t s elsewhere i t 
always cores back h e r e , remains in many r e s - e e t s the r e j o r 
f ac t** In t h i s problem of uro ean peace In which •we ere 
i n t e r e s t e d . 

The iAike of -frindsor's s i s t e r ilary has been spend inga 
week with hint a t ^nses fe ld , with her husband, and i s going back 
t o ^>ndon Saturday. I th ink a l l the t a l k about her having core 
her© t o dissuade him from a r r y i n g Mrs. Simpson i s wi thout found­
a t i o n * The r e e l reason she came Is t h a t l i f e i s not sny 
too gey at cSizesfeld and i t i s considered ef primary importance 
t o keep the Bufce happy and occupied and s t a t i o n a r y u n t i l a f t e r 
t he d lvoree i s f i n a l end the ?*arriage ean t«ke p l f o e . Z ga ther 
t h a t t h e wedding w i l l t ake p iece here In May, a f t e r which h is 
p lans e re s t i l l u n c e r t a i n , B© v i s i t s no o the r house i n Vienna 
so f a r except the B r i t i s h Logs ion . i f he Has • meal e l s e ­
where I t i s I n v a r i a b l y a t t h e B r i s t o l H o t e l , w ich he has a l ­
ways favoredU he ha t not been i n a n igh t c lub dur ing t h i s 
l a s t v i s i t t o Vienna. He has spent most of h i s t ime s i n c e 
h i s s i s t e r i s here wi th her in t h e va r ious museums in Vienna. 
1% I s a ich a s t a r t l i n g l y d i f f e r e n t l i f e from t h a t vfcloh he 
used t o lead t h a t i t seems almost unna tura l* In s p i t * of e l l 
t h e s e preoaut ions I t seens o s r t a i n t h a t t he family w i l l heve 
t o make prov is ion fo r him and t h a t t h e r s w i l l be nons i n t h e 
B r i t i s h Civi l L i s t* This i s one of the s e r i o u s problems* 
for he I s ex t ravagan t and has no sens* ef the value of money. 
He t a l k s every day t o h i s mother in ngland and t o I, r s . Simp­
son, and the te lephone b i l l s every day run Drain | 2 5 0 t o |;300. 
He looks very v e i l and i s in good s p i r i t s . Every time I see 
him he shows an in tense i n t e r e s t in what i s going on in our 
oount ry . 

Bel ieve me, with b e s t pe r sona l wishes , 

Cord ia l ly and f si thfu l l j r y o u r s , 

George S. Isessersmith. 
enclosures 

1 . s l i p p i n g from I»T» H e a r a l d - ^ r i b u n e . 
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