ApPil 5, 1938.

Dear Gelst:

I have your personal letter of March 21 in which you
tell me about the situation in the Consulate and in_ the
Embassy and I appreciate very much the intimate personal
comment whioch you give me and whioch is very helpful.

I nlso have your letter of March 23 in which you
comment on the developiients in the European situation
and particularly with respect to Austrias. You have kept

us remarksbly well informed and you are one of the few 4

people who has been able to foresee developments surely

with the ploture which you give of probable developments

in Central Europe. I think the situation in Cgzechoslovakia
will Alsintegrate rapidly from within Aue to pressure from
without and I do not look for any exglosion in Europe as

the result of that dlsintegration. It all dqgends, of ocours

on the way it is handled by the CGermans and there atill

remains the posgsibllity of explosion. No one wants war

now and I do not think the oconflict will come over \\J
Czechoslovagkia. I do feel, however, that the course of . S\\
developnents 1s only making that confliet at the end

inevitable. I hope you will continue to send us your

thoughts lfor they are very helpful.

and clearly. I need not tell you how much we appreciate
this and continuoualy have sppreclated 1t. I am in accord
e

I nlso have your note of March 24 govering your talk
with Huss of the Hearst press and I am sure that he has
not exaggerated the situation in Vienna. It has been more
horrible and is more horrible than anything we experienced
in Germany. The plcture which you draw conoernigg the
correspondents is helpful and I am sure you are right.

I gee the Germans getting ready to coordinate our cor-
respondents and if our men malntain any dignity, I do not
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see how they oan stay. Certainly we are not going to

give way. I am oconfident that our own newspapers will
prefer to withdraw their correspondents rather than merely
have them send us what the German Government wishes to have
di shed out for world oonsumption. Oermany is able to work
her will within Germany and increasingly among some of her
neighbors, but we are not yet at the point here where she

can tell us what oupr own people shall do abroad or what we
shall do at home. You will find that we will maintain a very
atiff attitude here. Whatever information you can send us

of an intimate character concerning developments in this
particular situation will be very helpful. We do not intend
that our men shall be kept in Berlin and send us news colored
by the German Government. I an afrald there might dbe a
tendency on the part of a few of our men to be prepared to

do this Jjust to stay on the spot. Most of them, however,
wuld, I am sure, prefer to leave. I need not tell you

how precious it is to us to have your intimate commenmt

on the general sltuation and on developments.

I also haye your letter of March 24 with regard to
the member of the Austrian Legation who appealed to you
for asslistance. You were quite right in taking the attitude
that you did. There is a certain limit to which we can go
but which we cannot go beyond and in this partiocular ocase
i1t was quite obvious that you could not be of direot
asglgtance. One feels terribly helpless and dlestressed
when such a case is put before him but one must keep one's
head and you have learned how to do that. We must, as
you know, always keep in mind the major piloture and we cannot
decrease our ugefulness to our own Government and to our owmn
oitlizeng and interests. I always felt that Tauschitz was
getting hie foot into both camps ang had 1t in both toward
the end. That is one of the great troubles in the world
today -~ thie lack of moral courage.

And now finally with reepect to your intimate note
of March 21. I am glad to know that you and the Ambassador
are getting along so well and I am sure he will know how
to apvrrecieste V.2 assintance you give him. He 1s a very
fine person and I think a man of real breadth of vislon.
I had a letter from him suggeasting that you be given a
dAi1al commission so that you can take care of protection
cases. Ye had disoussed thie before he left for Berlin
and I WReald he would wish to explore this and that I
felt sure that he would wish to recommend thls action so
that there wouid be no lost motion in protection matters.
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We are sending him a telegram stating that you are acoredited
as First Secoretary of Embassy and shall serve in a dual
capacity but we are indicating that this is not to interfere
with your other duties in the Consulate General. In other
worde, 1t 1s my thought, snd I think the Ambaseador's, that
your work in this dusl capacity shall very largely he
confined to proteotion matters and perhaps to such other
matters of a major character where it may be advisable to
use you. The Conaulate is so important that we cannot tnke
any chances of interfering with its proper administration
but ny own thought ig, and I am esure I an right, that this
dual commission will help very much in the proper ndminie-
tration of both the Consulate and the Lmbaasy.

I am glad to know what you say about Donald Heath who
is n good man. He 1as to do in Berlin very much the same
work that Cochran is doing in Paris and Butterworth in
London. That is %o say, he is to do this financilal re-
porting which 1s becoming inoreasingly important and in
vhich Mr. Morgenthau, the Secretary of the Treasury, 1s
personally and deeply interested. By assigning some of
our own officere in whom Mr. Morgenthau has confidence
to this sneclial work, we have bgen able to stave off the
appointment of Finanolial Attachee which, as you know, is
very important. We do not want to complicate our situation
any more than we have to abroad. It is complex enough
sl ready. Mr. Morgenthau considers Heath more or less his
man in Berlin and we are glad to have him feel that way.

I am sure, however, that thls work for the Treasury in
Berlin will not take up all of Heath's time and he will be
able to do major economic reporting of great help to all
of ue. N

I have noted carefully what you say, concerning the
houging problsm of the Ambassador and I told him you would
be halpful to him in every way you could. He has written
me about 1t and I know he 1g much dlsturbed over it but,
of course, there ia nothing we can 4o from here. ¥We ocannot,
give him more than %3,000 a year rent allowance for that is
a atatutory matter and there 1s no way we can give him nore.
If it costes him more to get a houge, he will be Just in the
same boat that a good many of us have been in for a long
time. It would be fine if he can get the Mendelsohn-Bartholdy
house as I know it very well and, although 1t isn't very
large, I am sure it would seswe his purpose. I rather think
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the Ambasgador feels that he has to do much more lamge
scale entertaining than I believe he will find eventunlly
necessary. I think our Ambagsador must do the right thing
and must establish contacta but the time for lavish
entertalning l1s over. I think if our Ambassador lives
modestly and receives a good desl, he does not need %o

do 1t in a big way and it will be more effective and
dlgnified in the end. I do not belleve we should fall

all over ourselves in being nice to these veople in the
Government. It plves a wrong impression. We are nailntain-
ing an attltude of dlgnifled reserve and we certainly do
not approve of what Germany ies doing in many respects.
There ie no reason why we sghould curry favor and fawn

upon these people when in a year or so they may force us
into a war with them. We will serve our own interests much
better by malntaining a dignified and proper attitude

than by slopping over, Thsy will understand that and if
we are tooc nice to them it only encourages them in golng
shead dlsregarding us. You understand thle psychology.

I think the Ambassador is getting on to it but naturally
does not appreclate 1t fully yet. )

And now with regard to the Blucher Palace. The
Ambassador hae written to ues about 1% both offlcially and
privately. I am golng into thias matter carefully gnd I
will be writing hinm at length shortly. I am not going %o
comment further now as 1%t is a compligated problem. Ve
are not geing to let the Germans force our hande even though
we may be out on the street next year. There ie a matter
of great princliple involved. The Ambaasador seems to have
in mind that the Presldent 1a very much interested in a
swap. e mugt remember in this connectlon that this is a
matter for the Congress and for the Bulldings Commlsslon
and not nrimarily of the President. ¥We are naturally
interested in the Presldent's vliewz and they have great
influnnce but the matter 1s one for the decieion of the
Congress and of the Commiassion. I think the Ambassador too
has taken a remark of the Precidents with regard to a swap
aa having more significance than 1t really has. In any
event, the problem e one which requires careful thought
ant we will be writing the Embassy soon.

I an glad to know that your slster is so much better
and I think 4t le a good thing for her to come home for a
while. I am working night and day thése days and have my
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hande full. There arc a thousand things concerning which
I would like to write you but I am not able to do so.

I may be abdble later to write you concerning some of the
things whioch preocoupy us.

With every good wigh,
Cordially and faithfully yours,

A-M:GSM: VNG




