
January 4 , 1938. 

Persona^ and oonfldentlal 

Dear Qelst: 

X have had a letter from Gilbert lit reply to mine 
of Ootober 25. He writes in a very sound and somewhat 
encouraging fashion and speaks very highly of your ©o-
operation and his appreciation of It. He speaks of the 
endeavor which he ie making $o bring about bettor co­
operation between the Attaches and for your information 
I am sending you herewith a copy of ray letter to him. 

The memorandum which I mention In the letter to 
Gilbert, X am sending to you herewith in the second 
draft.. It will go to the Secretary and the President 
In this form for their Informal approval before X send 
it out. Please consider this memorandum for your very 
strictly oonfldentlal information as it is not In any 
circulation as yet end A* ire do send It out it is only 
to go to chiefs of mission. X am sending it to you en 
it will enable you to see the line along whloh we are 
thinking wa can operate until we set real consolidation 
of the servioes abroad. 

X have had continued hectic days buf X spent two 
days with my mother in Fleetwood and Mrs. Messersmith 
was away for two weeks over the holidays. She le now 
back and we are going to have quite a good many house 
guests and do a good deal of entertaining In the next 
three months. X am afraid that my own burden will not 
be any easier until the spring. 

We have the budget hearings and the Committee hearings 
out of the way and got through then very veil. X think that 
Congress will deal with us fairly so far as our appropriations 
are ooncerned. X am now preparing legislation on the 
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hospitalisatlon of our officers and clerks by the Public 
Health Service and we are ail so putting the finishing touches 
on the legislation for putting the Retirement Fund on a 
sound basis. Z am still very much occupied with the re­
organization measures which take up a very great deal of 
my time and Z am glad to be able to tell you that the 
President has ordered the War Department to make available 
to us in this building about 40,000 square feet more space, 
While it Is not exactly the solution we.sought, it will 
make it possible for us to make many readjustments in the 
Department and to relieve the situation. When next you 
come back you will find the Internal geography of the 
Department very much changed and X think improved. This 
reorganisation; in giving me much concern and takes a 
great deal of time but X have Just been able to complete 
the first draft of «y report* It will take no* another 
two months at least to oomplete the reorganisation and to 
complete the reallocation of space and to put this now 
machinery to work. It is my very real hope that In four 
months at least X may be able to have got some of these 
very rea} burdens out of the way to as to make it possible 
for me to work more freely and not under tills very great 
preaeuro* 

X have your letter of December 10, with its enclosure, 
concerning the Military Attache and his Aide. It confirms 
what X get from other souroes, including certain German 
sources. The report on the German eoonoralo situation 
whloh you append to your letter (No. 15,597) is sufficiently 
damning In itself.. X fc Is an extraordinary document from 
the point of view of the lack of wisdom and Judgment that 
is displayed in it. It, however, is character!stio of the 
report* which he has been making; only we can note that 
they are growing worse and continuously more lacking In 
judgment and soundness. I will take up this natter 
discreetly here in the Department and then we may determine 
to take it up with the War. Department for It seems to me 
that It is a very unsafe and unwise thing for us to let 
this man continue on them. X think it would be better not 
to mention this situation to anyone, as X am sure you are 
not doing, as It is something which will have to be handled 
from here entirely. 

I have noted what you say concerning the difficulties 
of the Jewish Telegraphic Agency and Z have Just read your 
last despatch in which you indicate that you do not son how 
the Embassy or the Consulate can do anything further. Z 
have noted your opinion that the Agency may have placed 
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itself In an impossible position by failing to carry out 
completely to the letter and spirit the agreement which 
was made. It was oertalnly unwise of it to Issue material 
with the Berlin date line in view of this agreement. It 
looks to me as though through their own acts we are 1ft the 
position where we cannot go any further. Z am sure the 
Department will depend on your good judgment and that of 
Gilbert in this matter. I know that no one could have 
done more than you for your letter of December 5 shows to 
what degree you have the necessary oontaots to bring such 
a mattes* to a favorable solution even in so difficult an 
atmosphere. X am, of course, not handling the matter in 
the Department but my own opinion is that wo can go no 
further even though it nay span the cessation of the 
activities of the agency In Berlin. They are largely 
themselves responsible for the situation* 

2 fear, however, that we are going to have increasing 
difficulties in protecting our rights and nationals in 
Germany. X had a letter from Mrs. Marcus saying that her 
lawyer had told her that the Ministry of Finance had passed 
a decision to the effeot that she would have to pay the 
capital flight tax on the capital amount on which she 
gets this income. We have not yet heard from you or the 
SmbasBy so I am not euro whether a final decision hat been 
rendered. My own feeling is, however, that,if the Ministry 
of Finance has made this decision that.the tax must be 
paid, although it is an outrage) and completely Improper 
there la little that we can do further. My recommendation 
would be that when we hear from you that the Ministry has 
made such a decision we inform you that in our opinion 
further representations would be useless but that the 
Embassy should inform the Foreign Office that we cannot 
agree to this decision j # pre serving our right • and 
interests in this oase^and that we must therefore 
acknowledge the decision with all due reservations* X 
think we must at least have the last word and put our dis­
agreement on record. Even though It leads to nothing now, 
it dears up the position there and lays the ground for 
future action if the circumstances change. Of course there 
Is nothing further to be done by you for the present because 
we shall.have to wait until we hear from you or the Embassy 
and then in due course X an sure an instruction will be 
sent you* 

W« have a telegram from Paris this morning which 
indicates that the German Government Intends to take 
unilateral action in reducing the interest rates on the 
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Dawes and Young loans. This la simply * further example 
of what we oan expect to get. X fear that ill the financial 
and In praotloallr every other f !Leld we are going to merely 
hair* one thing after another for the carrying through of 
the Goerlng plan means just this. X think that we already 
have adequate grounds for retaliation and we shall have to 
consider the Question. The only difficulty is that our 
own interests In Germany arc so much greater than German 
Interests in this country so that if one starts on that 
game It is still a question as to who would suffer the 
most* My feeling, however, Is getting to be very strongly 
that we cannot much longer dels/ using certain Instruments. 

You will find that we shall Insist constantly so?* 
strongly on the protection of our interests not only in 
Germany but elsewhere. I think you saw this tenor run 
through the President* s message to Congress yesterday 
and although the are?erence to foreign relations was short 
It was strong end pretty definite. You will see our 
attitude becoming more and more clear and It is, of course, 
high time or else we win see more and more happening in 
the same line as what has Juat happened in Rumania and 
perhaps nearer our doorstep. The Rumanian situation is 
bad enough but X still think it need not be taken too 
tragically as I am hopeful that the course of events there 
may be stayed. 

There is so much that X would like to write you about 
that Z cannot begin to take more time now. I am deeply 
appreciative of your two notes of December 10 which gave 
me such helpful information with regard to the Attache 
situation. 

X hope that your sister Is continuing to malm flood 
progress toward complete reoovary, X know the burden on 
you la heavy and I.am sorry but it Just seems that some 
of us have to carry these burdens. There isn't much we 
oan do to avoid it. X hope the New Year will bring you 
and your sister a full measure of good things and that it 
will bring the strength.to carry on, the oourage and the 
will X know you do have and the strength X am sure a good 
Providence will provide. 

Faithfully yours. 

Enclosures: 
To Mr. Gilbert; 
Memorandum. 
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