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Vienna, September 13, 1935.
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Dear Dunn:

I was very gzlad to get your letter of iugust 13,
acknowledging mine with regzard to Gedye, and the two
of August 21.

An interesting commentary on the general situa-
tion over here is that our correspondents in Vienna,
who cover, as you know, most of Lsouth-HEagtern Zurope,
have been little in Austria in the last month. Jur
papers have almost all strengthened their organiza-
tion here in Vienna during the last year, including
the A, P. and U, P. Brown, the head of the U. F,,
got a telegram several weeks ago to go ilmmediately
to Rome, and he left the next day, leaving the office
here in charge of Best, who is an American and a good
man, but not the sort who ought to be in charge of
such an important office as this, The U, F, had dif-
fioulties in Pome and got rid of their man there and
took Brown from here. They will undoubtedly send a
good man here, for it is one of the most important
of the U, P. EZuropean offices. Werner, who is the
head of the A, P. offices here,has been sent to Berlin
for three months to take charge there, while lLochner,
the head of the Berlin office, can take a much-needed
holiday at home. !ochner's health has not been good
and he needs this rest, but I am sorry that the Berlin
office will be without him for so long, for he is one
of the best men the 4, I, has in Furope, and his re-
porting from Berlin has been particularly good. Werner
will not be able to do the Berlin job nearly sc well,
Werner's temporary transfer to Berlin leaves the A, P,
office here in charge of an Austrian, also with Hasi
sympathies, and it is fairly weak, but this is only a
temporary situation. Gunther's removal from here to
London for the CHICAGO DAILY NEWS, while a promotion

for him,Jefy o big void here, for he is one of the
best men we have in Zurope. Sweetland, who came from
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Japan to take his place, zot a telegram a week ago to
g0 to Rome on definite assimmment there, and the HN&US
will be without anybody here for the time being.
Cedye, of the TIMES, has been a good deal in Ceneva,
and ¥arkham of the CHRISTIAN SCIESCE MONITOR has been
moatly traveling throughout South-Eastern Eurocpe.
Markham, by the way, is a very good correspondent, who
knowg South-Bastern Yurope as few do., This temporary
exodus from Vienna is a pretty good indication that
the news from within Austria does not seem 30 impor-
tant now, and in many respects this is true, for, as
you will have seen from my recent despatches and
letters, the gituation within (he country is quite
satisfactory, although the major position of the
Government is by far more delicate and has to be more
carefully watched than ever before. This, however,

is a situation which would not be so apparent to the
correspondents and which they could not follow as some
of us do.

“hile 1 am on thig subject, 1 would like to men-
tion a word about Podor, who is the MAHCHESTER GUARDIAN
correspondent here and who was formerly the correspond-
ent of the HEW YORK EVINING POST. He i, I believe,

a ungarian, in middle age, and I find him by far one
of the best ocorrespondents 1 have met over here, par-
ticularly with reference to South-Zastern Murcopean
problems. He is a mun of extraordinarily good Jjudgment
and political insight, and it was a misfortune that he
lost his American connection whenm the POST gave up its
direct Huropean correspondents on the change of owner-
ahip last year, Fodor writes articles for the MERCURY
and other American magazines, but whenever we need a
correspondent in this part of the world for ocne of our
good papers, Fodor would make a splendid connection.

I thought 1 would tell you this in case someone may
take up such & question with you at any time, Kiédcker-
bocker and Cunther, 1 know, both feel thzt Fodor is

one of the best correspondents in Burope, particularly
on the problems in this part of the world, and 1 know
that he has often been a great deal of use to them,

1 was glad %o have your letter of August 21 and
the Department's telegram of September 7, 11 a.m.,
with regard to the Wateh Tower, and to know that it
is in agreement with my attitude that the Legation
can 4o nothing to help the Watch Tower with regzard to
its activities in Austria at present. Koerber, who
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is coming over here to o to Berlin and Vienna 18, I
believe, their Washington representative, and if he
is, I saw him this spring when 1 was home, together
with Chandler inderson, and 1 gave them the full
story of the Weatch Tower in Austria and Cermany.

They ecan, therefore, be under no illusions with re-
gard to the real activities of the .ocliety over

here, nor with regard to the personality of Harbeeok,
Koerver is undoubtedly coming over principally to

& %o Berlin, where the physical property of the
Scciety has been endangered by Harbeck. The strenuous
efforts of the Berlin Consulate had resulted in safe-
guarding the physical property of the Soclety, anmd

I think this would have been respected had it not
been for Harbeck's recent activities there, He

not have tried to asctually smuggle some of the funds
of the Uoclety outl of Germany, but I am sorry to say
that he is guite capable of if% and would have done it
if he could get away with it. Harbeck is & fanatie,
who believes that any means Jjustify the end,

I am keeping in touch with Jenkins in Berlin re-
garding the Watch Tower situation, and if Koerber
comes %0 Viemna, I will see that he has ucoess to
the authorities, but under the clireumstances there
is nothing we can do to help him with re-establishing
their activities., 1 realize that the Department and
we have t0 zo carefully in this matter, for the Socle-
ty has powerful people in it at home, but J sometimes
wonder whether those who contribute mainly to it at
home realize the exsct nature of its activities
abroad, Certainly here in Austria the pamphlets and
the activities of the Soclety have been such as t0
be in the nature of direct attacks om the CZatholie
Chureh and indirectly against the Government. There
is no question whatever about this, and Harbeck has
admitted to us that this is remlly so, but that it
is a "matter of conscience". £ it is a matter of
conscience for the Society to attack a church or
established governuents abroad, them certainly it
cannot expect any aid or support of any kind from
our Covernment in its activities., I shall be guided
in all that we 4o here by the Department's instruo-
tion of September 7, 11 a.m., which I appreciate
your sending for our guidance, and you may be sure
that we shall give it and Koerber all the assistance
that we properly can, I am convinced, however, that
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the activities of the Soclety will be an increasing
cause for concern to the Departament unless it radi-
eally changes the nature of its activities abroad.

I appreciate your comment on the neutrality
situation in your letter of August 21, and while I
reggret that it was necessary to enact any legisla-
tion on this subjeet, even of & temporary naiure,

I think the rresident's statement to the press when
he signed the neutrality resolution of Congress was
splendid, His remarks that "history is filled with
unforegeeable situations that eall for some flexibi-
1ity of action™, and that "it is conceivable that
situat ions may arlse in which the wholly inflexible
provisions of Seotion 1 of this resoluticn might

have exactly the opposite effect from that which

was intended”, and that "the inflexible provisions
might drag us into war instead of keeping us out”
statel the sltuation us I see it in the clearest

and most definite mamnner, If we really wish to keep
out of war, which we most sincerely do, the important
thing ig that the hanls of the fresident and of the
Department should not be tied., 1 believe that the
resolution In the form it was adoptel does not
present any great dangers during its limited life,
ani it is to be hoped that Con:ress will not further
bind the hands of the Fresident and ¢f the Department,

I have written a long letter tc ¥r, Phillips,
which goes forward by this pouech, and from which you
will see how delicate the situation is here. It is
delicate not because the internal situation in Aus-
tria is bad, for it is definitely better, but hecause
the externsl situation is »0 uncertain that the Aus-
trian Government must give more thought to its course
under given circumstances, The will to malntain a
definite attitude sgainst anything which would lead
t0 dnschluss or loas of political independence is
Just as great as ever, perhaps greater, but at the
same time the Austrian situation remains just as
clearly dependent on external developments and ex-
ternal support. If the Foreign ¥Minister gets the
assurances at Cenevas which he went for and which I
believe he has received, the Government here can
stand any shocks which would come from further delay
in the Danubian pacts, or even, therefore, the lessen-
ing or falling away of Italian support. Thia, of course,
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would complicate the situation and further increase,
for the time beling at least, the tension, but it
would not necessarily lesd to disaster. Viemna would
much prefer the complete reestablishment of the
Stresa front, and of course it would be infinitely
better for Burope if this can be done, dut lacking
that, it much prefers to lean on Fngland and France
than on ltaly, for there are no illusions here &s

to how much weaker Itsly really is. I have covered
this situation 80 thoroughly, however, in my letter
%0 ¥r, Phillips that 1 will ncet go into it further
here.

¥y Italian colleagus here, while maintaining
outward calm, is a zood deal excited undernsath and
hes no informaticn to give, wlthouzgh T maintein very
elose and friendly coptact with him. On the other
hand, I have very elose eontect with my British and
French co.lleagues, who talk very frankly, and I
gather that they are confident that itheir governments
have decided to work in the closest cooperation for
the maintenance of the stutus quo in Austria.

1 had a conversation with Vietor “idder, whom I
am sure you know, and I gent to the Jepartment with
my confidential despaton Ho., 543 a briefl rcsumé of
what he said, I preferred notv to give his neme in
ecnpection with the memorandum, Vith the same dew-
pateh I sent a résumé of & conversation which I had
with Dr, Stinnes, whose name also I d4id not wmention
ig . connection therewith, and I would prefer that it
not' be known that they have any comnection with these
statements., The one goes frecuently to Germany, arnd
the other lives there.

I also saw & few days ago a friend of mine who

" 1s om the inside of the finamcial =ituation over here,

and he teils me definitely thut one of Schacht's asso-
eiates in the leichsbank {Brinckman) was recently in
Lonfdon %0 try 10 zet a oredit and came back empty-
hunfied, Schaoht is reduced to the extremity of offer-
ing to put up & tobacco monopoly in Germany as a '
gunrantee for a loan, but I think this has met alpo
with a 00ld reception. It is useless to think of

the proceeds from a tobaccd monopoly in Cermany as
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being a guarantee for the service and amortization
of a loan. "he only way in which sueh a monopoly
aould become a definite gusrantee would be if the
German Government would permit the lending country
to administer the whole of the tobaecco unonopoly in
Germany through ita own people. This the German
Covernment under the present osircumstances could in
. no wise permit., They could not even think of 1%,
T™e mere putting the tobacco monopoly in pawn would
be no guarantee for the lendins country, for no

more formal obligavions could be given than Uermany
gave in the aase O the Dawes and Young loana, and
we know how osllously our rights have been disregard-
. There are no ;ossidle circumstances under which
& loan could be mede $0 Germany under existing con-
ditiona, if there 12 %o be any hope of & retura of
interest or prinecipsal.

There has been wsome talk that Papen would be
regalled this fall, but I doubt whether there is any-
thing to it. In the first rlace, although he is not
happy in his Jjob he will hold om to it, for there is
nothinz elae for him to do snd he ig an active man.
although his sctivities here are disturbing and sub-
vergive, it is & guestion ag to wheiher he is not
less dangerous than some other man who might be sent.
In any event, I ¢an find no basis for the reportis
that he wants to give up his Jjob or that Berlim in-
tends to relieve him of it. ’

I think there ig moing to be a further determined
ef"ort at home on the part of Schacht to get some cot-
ton, They need a million bales very badly and they
want Amerieun cotton., The Jerman mills are set up
tc use our cotton and they prefer it, and to adapt
the aspinning machinery %o other cotton repressents a
capital lnvestment which Cercany does not want to
make when it is not puttinc any money inte renewing
factory equipment., All svailable exchanse and money
are used for profuction and new equipment, and no%
for tne renewal of egquipment. An sutomobile manufac-
turer in Germany has Just told me that they can get
all the money they want for production, but thet the
faotory equipment in sll the German emtomobile facto-
ries, exeeft the Opel (owned by Cemeral Motors) is
wearing out, and that the quality of produetion is

suffering. He says that they can get no money for
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replacing equipment and that this is true throughout
industry in general. If Schacht does try to get any
cotton, I think our answeyr must be definitely the
same as 1% has been, I have written so fully on
thiec subjeet to r. Fhillips in the past that 1 will
not go into the reasons further mow, but it is ob-
viously clear that more than ever we should refrain
at this time from doing anything which will helyp
this régime.

With reference %o the capacity of Uermany to
earry on a war, it is interesting that & very well in-
formed friend of mine tells me that ithe Zasoline situa-
tion is w partieularly serious one for them., I1n
gasoline as in many other raw materials they are
practiocally living from hand to wodth., Froduction
has been incressed tnrough the expausion of the Leuna
plant, which makes gasoline out of coal, but consunmp-
tion has also tremendoualy increused, e says that
if Germany's imporits of gasoline would stop, normal
consumption would use up supplies im about ten days.
The only way in which to keep a war machine going
would be to practically stop all motor transpors,
and this would paralyze a good part of verman trans-
port, which has gone a long way towards motorization
in recent years, How serious this problem is, is
evident from whal one of my American friends, who is
important in the 0il business at home, told me. One
of the biggest American ocompanies at home is giving
its aid to Uermany in the building of refineries and
has sent technical assistants there, as they fTelt
that their relations with the German firms was such
that they could net refuse., 1 kmow this to be a fact,
becsuse my friend happens t¢o be &he head of this very
fmportant sompany, which practically found itself
forced to give this coopsration to the German intereats
againast its will,

The Embasay in Berlin sent me a copy of its des-
pateh Ho. 2281, of August 14, with which Jack White
transmitted a translation of the article in the
VOELKIS CHER BEUBACHTER against fcehmschnigg and Starhem-
berg and the Austrian régime., I am very gzlad he sent
it in, for it is typieal of the utter nmendacity of
the Germesn press. The versonal attack against Star-
hemberg is $totally unjustified., He is young and in




meny respects Just a big boy. Iie does not like work
and he llkes his pleasures, and I think it is nothing
against him thet he is fond of a goodloocking woman.
On the other hand, I have been here for over a year
and & half, and in all that time Starhemberg has not
done a thing to offend good taste or publie opinion
80 far as his private life is concerned. I think
that is saying quite a lot and is the true situation.
hatever love affairs he has had have been moast dis-
ereetly carried om, and if he does drink too much
now and then, it is only with a few intimates and
never in publie. It is just becavse he is such an
outspoken, determined and unal terable opponent of
Angschluss and of Cerman penetration that the Haszi
press is so frantioc, The rest of the article is so
ridiculous that it dees not require any comment, 1
an not here as an apologist of the Austrian Govern-
ment, but as an objective observer, and as such I

ean say that prectisally every aingle observation
miade in the article regarding the Austrian Government
is either gross exaggeration or complete misrepresenta-
$ion, In faet, the allegations made in the article
with respect to Austria would apply quite ocorrectly
to many situations in CGermany.

Those who nourished any illusions as %o the
direction the party régime was taking must have suf-
fered a severe disillusionment in recent months. It
is sufficient commentary that Streicher recently was
made a member of the "Akademie Tiir Deutsches Recht”,
This must be an additional shook for the distinguished
Jurists who recently honored Berlin in holding their
convention on oriminal Jurisprudemce there., It is
significant that Dr., Frank, who is as infamous as
Streicher, should have made it clear that the action
was taken at the specific desire of Hitler., Dr,
Lammers, who is one of the State Secretaries attached
to Hitler and a left-over of the former régime, has
resigned as the head of the so-called Studentenver-
binde, which foreshadows Qefinite action against these
organizations., Everything that is worth while in
Germany is to be wiped out. A deoree has been issued
establishing separate schools for Jews. 4 decree has
been issued that the Jewish newspapers still appesring
may not be exposed publicly for sale in any part of
Germeny, and this merely foreshadows their complete
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disappearance. In more and more cities and townas
the theaters are cblized to put out signs that

Jews are not to be admitted., ol a week passes
that some definite measure i1s notl taken further em-
phasizsing the definite intention of & return to the
ghettec and to the complete elimination of the Jew
from the politiecal, social and economic life of the
country. It is suprome irony that when this anti-
semitism is RGS UM ing its sharpest forms the German
banks should be gending out = circular such as the
one I send you herewith, with reapect to the new
loan. The Jewish banks are all thare.

Tou will remembsr that in u letter to ir,
Frilllps seversl months ago I ferecasted that at
the Blrnberg party meating thie year the long-
projeoted law which will put the Jewe inte s defi-
nite lag:l aecondary category and deprive them of
all purticipation in the stute and practically all
rights as citizens would be proolaimed. This is
$0 bé done, but even in a more definite way, for
t0 give it all the appsarsnces of lezalisty and of
a2 national aeit, the Nelchatag has been ocalled in%a
apeclal session at Jurnberg on the aight of Sunday,
ceptember 15, We already have anouszh news from the
iiraberg meeting to see that Hitler has definitely
committed himself to the most radical elements in
the psrty. Thie time the Voluntary labor 8orps,
which last yesr marched wit. spaldes, filed by the
Pihrer with rifles. The p?aa;a siven in the party
declaraticn wnd by 1it1er to the support of the
arsy iv a definite indleation of weakness of the
party itself., The rumors within Germany ard the
articies appesring all over outside with regard to
the attitude of the army require this party emphasis
on its allegiance to the régime, There is no ques~
tion that the army 18 with bne rézime as long as it
servei its purpcse, but ne longer,

I read with very real interest the editorial
in the Ec (URK TIHMES of iugust 18, entitled ™A
Conagular Incident”™, which I am sure you saw, and
which puah von *1ppelekirch, the German Consul in
Boaton, in his pluce. 1 know von Tippelskireh, for
he was in charge, I think, of the Kusslan section in
the Foreign Office for a part of the time that I was
in Berlin., iHe is a thoroughly objeetionable person,
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who made this grand-stamd play in Boston to ingratiate
himself with the party. The TIVES delivered a very
excellent rebuke %¢ him, which provably will not make
mach lmpression on this thick-skinned individual,
but it will serve a useful purpose at home.

I have had the privilege of serving in a consu-
lar capacity for over tweniy years, and very few have
a higher conception of the opportunities for service
whieh the consular capacity offers. The econsular
funotion is s0 wide and presents 80 many opportuni-
ties for usefulness that there is no need for over-
stepping its proper 1imits. Veon Tippelskireh, in
my opinion, overstepped not only the consular bus
the diplomatio funotion in this Boaston incident, and
I am quite sure that you all in #ashington felt
tempted to put him in his place. rerhaps it was
beast to pay no attention to it officially, but I
think (he activities of the German vcnsuls at home
will have to be watched more and more, and when they
overatey their proper functions znd show the arro-
gance which he 414, the ococasion may arise when they
definitely become persona non grata and move to other
fields of endeavor.

There were reports here that Ur, kintelen, who
was given a long sentence in connection with the Doll-
fuss murder last year, was to be released. The london
TIHES correspondent went so far as o report on i%. I
went inte this thoroughly and find that the Covernment
has no intention whatever of taking any sction in this
raegpect.

I do not wigh to overburden you and will close
this slready too long letter, but | am sending you
hurewith some clippings from the London TIMES, which
you may find of interest., The editorials of August
17 and September 11 I $hink you will find particularly
int eresting.

Cordially and sincerely yours,

‘nelosures:
Bank ciroular.
7 elippins from the
London TIMES,




