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is not happy. The Croats end Slovenes are bLoth restless and
the other svening in Zsgreb there was a real demonetration in
the theater against Belgrede. The trouble is that Yugoslavie
is not vet a nation. They have not been able to irom out
their internel diffieulties end it will take years. This is
probably why Prinee Paul was so discourteous to Starherberg in
London endinm Paris, end it certa’nly is the reason why Yugo-
glavia takes this atiitude towarde restoration in Austria.

The Yugoslavs fear, and probably with s good deal of reason,
that if there is a Habsburg in Austria, movements will be set
on foot among the minorities in the werious countries of the
0ld Empire and partioculerly in Yugoslevia, which will lead to
the disintegration of the Kingdome

The Germgn activity down there has been pertiocularly
aoctive regcently. Goering's visits end promises have not been
without success and slthough they have difficulty '‘n holding
together the territory they now have, they are attraocted by
the spromises of slices of Austris and Hungary which he hes sgreed

hey shall heve, HMore latterly Pepen has been very sective
through hie intermedisaries there, in stirring up the fesr of
restoretion in fustria., You will remember thst in one of my
recent letters T seid thet Fapen was telling certsin people

here that "Hitler wes no lonser opposed to restorstion in ‘ustria®.
This is the linme on whieh he has been workins through his inter-
mediaries in Southeastern furcpe, particularly in Belgrade.

It was this internsl sttuation in Yuposlsvie, still
present fear of restorstion in Austria, end the German promises
and propaganda which created the unfavorable background for
Hodza's visit and although the official communicués sound ene
couraging, it is not probable that he got very far towards
calming the Yugoslav Government or towards preparing the way
for more active scoperation with Austria end Hungary.

The Hodza wvisit to Vienna, which the Foreignm Kinister
tells me has been definitely fixed for Kareh 8, is likely to
be much more succcssful. he announcement of the signing of
the treaty, or st least the protocol, and the atmosphere which
will be created by the visit here, will be a great advance.
The Foreign Ninister snd the Chemeellor are thinking of going
to Budepest on Hareh 13. Their objective will be to convince
the Budapest Govermment thet this agreement was not only un=-
avoidable, but thet it opens the way for advantages to lungary
a8 well. Budapest out of the narrow poliek which it has followed
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would prefer not to see this spreeoment st all. fastrie will
have to persuade Hungery thet the agreemert im no way Cis-
turbs the close relations betwesn the two coumtries, but thet
Hungarien cooperation hes distinct edvanteges for Tunpary.
It w012 be toc wuch to cipeet thet Dudepest's positlom will
:3:‘“.?:’3{&;6 \.’E‘#‘:?!‘G:y 8% 8 ‘Ffﬂ_t of the ()rj«ﬂ‘h{amsﬁl;@ted ,"‘_;E‘t,rg_an v?g;it’
but I.ncx&rtnﬂléss velieve that together with cther things it
wil} hawe its &ffect. The Hungar'en papers are slreedy saying
thet Eungery camnot be lsft out of any Danubien arrenpewent.
Whor Budepest sees sufficiont impetus in the dircetion of co-
ceporation, che will come slowly imte line. Tho Cerren influ-
ence through Soembees 1s still stromp there, but the sttitude
of the Regent end the Toreign Minister, Kemva, is mich more
reassonsable,

With my confidartial desyeteh Ne. 713, of Februery
27, [ gent the PBepertment an ~ditorisl whish recently arrcered
on von Papen and his scetivities in Southeastern Zurope. is
one lamiliar with Papen's sctivitios since before our pertiei-
patlon in the World Tar and whe hae hed particul=rly int mete
sonteot with his setivities in Sermeny ard in Austries in the
lest few years, I csn ocply sey thet the asbticle is besad op faet.

The frank way in whieh his Imsidious esctivities in fustric end

in Southesstern Lurcpe are covered in this editoriel and the

nows ltem in the GUARDIAN trensmitted with the same despateh,

had ite effect in Belgrade. The press attaché of the Yuroslav
legation here sent for the correspondent of the LHANCEFETER
GULKDIAN here this morning snd obviously under detelled instructe
ions from Belgrade %o0ld him that the Modza wisit to Belgrede hed
hed much more pood effects “han the newspever srticles indiected.
The Yugoslav precs attochd here is knmown to be in close contact
with “apen and he endesvored in every way possible t:is morning
to give the GUARDIAE correspondent & good impression. Tugoslavia,
he sald, belisved in the Little ! ntente, wiiech was a very real
thing. Yugoslavis would render not only lip service, but real
ocoperetion within the Little Enterte. His counmtry wes pre-
pared to coomerste with Austria, but vwished Austria to give a
stronger rossco rance on restoration then the statements up to
now that the question was not "actusl®,

He went so far asto say thet ths visit of Hodzs to
Belgrade had renoved the obstacles in the way of & visit of
the justrien Chancellor {o Bel rade and thet such a visit might
be arresged now, YTugeslavis, he sald, a-precistos that Iazi
Germany is as maoh a danger to it ae it 1s o Austria end it
was wreng t: ssy thet his Coverrmemt would look with fevor on
Ansohluss. It was ss wuch ageinst Anschluss ss egainst restor-
ations B ut, he s2id, Yugoslavia hed to keep up her commercial
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relstions with Cermany. His country hed alresdy 600,000,000
dinar tied up in Italy as a result of participstion in the
sanotions., Germweny might not be eble now te pay for what they
got, but they had to try te keep as mueh trade going =s possible
and endesvor to get peid.

I consider it guite significent and encouraging that
the Belgrade Government should have thought it necessary to take
so much notice of t'is editorisl and news item in the GUARDIRN.
I felt thet they were important and thet is why I mentioned them
in my despsteh No. 713. It was ouite clear thet the press
attaché snd the linister, who both sew the GUARDIAN correspond-
ent this morning, were aetins under very detailed imstruections
from Belgrade. The setion suppofts the view held by some ob-
servers here as to the good effeots of Hodza's visit to Belgrade
as these observers were nmore optimistic than was the Toreign
Hinister here in hile comment whioch I have givem in this letter.

The Folish position is, I think, in some ways more
encouraging. As I have contimeuusly pointed out, Poland and
Hungery are going to stay on the fenoce as long sz they cen, but
it is growlng inoressingly difficult for both of them, The
Polish-German ee nomic relations ers getting worse. Germeny
has offered tc psy olend some of what she owes her through
deliver, of war materisls. This solution would be recelived
favorably by certsin elements in Poland, but it is not practi-
cables The Polish Government would have to pay the Folish
banks and commerciel interests who are the resl creditors of
Germany, end the Govermment hasn't the momey. The Poles are
now trying to get financisl help in London. It is obvious that
London is not goins to rive Warsaw money with which Varsew cen
fecilitate the ‘mportetion of war meterial from Germeny. Be-
sides these economic factors, the action of the Fremeh Chamber
in ratifying the Franco-Soviet agreement in face of the develor=-
ments in Jepan, will show Foland the {irmness of the British
and French position. The developments promise to be such as
will foree Poland ond Hungary out of their present equivocal
position end this will contribute materially to improvement in
the genmeral situation.

That the situstion in Frence is better under the
Sarraut Govermment is shown by practicelly all thet hes hep-
pened since 1t came into power, but more particularly by the
calm with which the news of the Japsnese disturbances was re-
ceived in Paris, and by the ratification by the Chamber of the
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Frenco=3oviet Paot two deays sfterwards. There is a pood desl
of talk sbout the ‘emate not pessing it, but I think o wejority
is oertein. The indicatiomg so far as they can be seen from
here, are that the Left Party will get sbout 80% of the vote

in the next French eleotions and this should strengthen the co-
operation between London snd Faris snd clarify the thxﬂ+&cn
with respeet to both Italy end Germeny.

It is distressing thet the British position, although
I believe it to be fixed now, is not eltogether clear. The
last Eden speech was e good deal of a disappointment to many
people and slthough British prestige is now very high on the
Continent, it has suffered some s ocks recently and it would be
very disastrous if these are repeated. It seems slmost incon-
ceivable that a man like Londonderry could go to Berlin and
see and hear all thet he must have seen and heerd, snd then re-
turn to inglend and say publiely that Inmglend must teke every
precaution that in the next war she and Germany sre on the seme
side. Londonderry, os you know, ig¢ & disspoointed end embitter-
ed man. He had to get out becsuse he failed to do his job in
the air minisiry. He is more interosted in re-esteblishing
his position then he 1s in trying to aveid cmgland's being ine
volved in & great wer. 1 have definite reports about the way
he was teken care of in Berlin. He was trested like a King
and Goering saw to it that every minmute of his time was teken
upe Londonderry had promised faithfully thet he would come to
Austria, but Goering's attentions were sufficisnt to divert him.
A few years ago I would hsve sald that mere flesttery end at-
tention, much as smaller mem may fall for it, would not affect
certain people, but I have never seen flattery and attention
eccomplish so much as the Nazis have been able to do with it
in Germany.

I am not going to comment further om the Germen sit-
uation now, exeept to sar that I have had most interesting ine
formation from Catholie sources recently. You know that for
the present the resistance of the Catholic Churoh seems to Hawe
somewhat subsided, while the Protestsnt resistance, which hed
become weaker, is in the foreground and really very strong.
From dependable and very high Catholic scurces I learm that the
Catholic Church has felt that the Farty is for the mowent so
strongly entrenched that the Churech can sccomplish little by
widespread open setiome The only result the Chureh sees is
in incressed arrests snd persecutions. Quietly the resictance




is being orgenized more definitely them ever without open pro-
vocation, but my informants tell me that the Chureh has no in-
tention whatever of lessening its resistence, but is rether en-
geged in orgeni:zing its position while in the meantime the
Protestant Churches sre sarrying on more in the open, just as
the Catholies did whem the rotestant reslstance wes in the
background.

The situetion within Germany is certsinly not get-
ting any better and the position of the Government is growing
constently more diffiecult. I know thet there are those who
zive this Govermment a long+lifle shwy, T have not been snd
am not yet amonpg those who bellieve that. If one judges from
the externel evidences of power ond from the still present show
of power, then indeed the regime seems formidable and able to
last for some ycars. The fact, however, is that the base of
pdiér of the regime is constantly growing smaller snd 1t now
rests practically on the Army and the Police. The ‘rmy is
still satisfied to support the regime end will be probebly as
long as the regime cen continue the armament program in a degree
to satisfy the Army. The Army is eomstently, as the result of P{h./
this unholv associetion, being drawn more into pelities, but C“X
this wer, act decreases its lebemt—powers A finencisl or
economic erisis if it comes within the next year, will still
certainly keep the ‘rmy behind e new conservatively directed
Government, The events in Japam of the last few deys asre dis-
quieting and show what the Army's directives mey be in the end
Li tho present state of affeirs continues sufficiently long.

I still beliewe that the finsncial snd eccnomie
factor will brins this regime to ites knees snd to defest. It
may take snother year, it mey even concelivebly teke lﬂnycr,
but just as sure’zg it iz that the regime osmnot change 1its
directives or become mors conservative, just so sure it is that
the eeconomic end finencial factors will destroy it in the end.
It 211 deveonds Jhk&.?:@ rressure from the outside being maine
tained firmly and unalterably, snd to those who oppose this
pressure it is necess:ry to meke it clear that it is not pres-
sure against Germeny, but against a regime in Germany which
threatens %o wreck the country snd Suropee.

There is nothing to add with regard to the situstion
within Austria, whioh remalns on the whole guite satisfactory.
Perhaps I should point out that this entire movement for South-
eastern muropean cooperation has two objeetivesy first, to remove
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as meny of the trade barriers as possible among these states

in order to assure their economic existence, and second, %o
serve a5 & defense ageinst Jermsn eggressiom om their peliticsal
sovereigntye These two objeetives, however, in no sense,

and this cennot be too stromzly emphasized sre feither a threat
to Germany nor’inimical ettitude towards her. All these states
went and need close economic relations with Cermeny and any
arrangements whieh they may enter into will be arrengerments

in which it is always ocontemplated thet Germeny can be & partner;
¢ mich wanted and & negessary partner. Thie holds true for
Itsly as well., But they do not want politicsl or military
tutelage from e¢ither Germany or Italy.

lr. end ¥rs., Bllgs, se you know, are taking e trip
through these She was taken with = bed eold in Yoseow
and they hurried down to “rapueend she had to go to bed et the
Butler lirights w1 sesmed & mild attack of bronchisl
pneumonia.  lr wert om to Budapest end wes here for a
few days. Butler Wright called up yesterdey to say thet Srs.
Bliss wgs not so well and he thought it better for him to come
baock., So he roturnmed to Prague yesterdsy evening. 1 hesrd
yosterday evening from Prague that her gondition had again
improved but I gather that she has been in reality quite 111,
the is geatting the best possible cere end it is ver fortunate
thet she got ac far as the Butler "righte before she had to
take to bed. I thought you might be interested in this news
of theme I am keeping in touch with ‘rague end hope that she
will soonm be much better, for Butler 'right seemed to be somewhet
concerned.

ith 81l zood wishes,

Cordially and fsithfully yours,




