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Vienna, December 6, 1934. \Q ¢
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I last wrote you on November 16 end liovember 23, and
I shell endeaver im thils lstter tc bring the pleture to date es
we ses it from here.

Dear Mr., Phillipss

There hes been, as we anticipsted, no important change
in the internal Austriem situation end everything remsins quiet
here. The four deliberstive councils provided for under the new
Constitution have been organized and held their first meetings and
have made a fair start., Vhile it is too early to express any defi-
nite opinion as to how important a part these councils will play as
lew meking bodies, there is much reasom to believe that the Govern-
ment intends %o use them inoreasingly and I believe thet they are
a fair step towards a return to representetive government in Austria,
an idea to whieh, as I have indicated in my letters, the Austrian
people are much sttacheds There hse been complete quiet in the
country and even an sbsence more recently of minor incidemts bow
tween the Heimwehr and the police. The former Burgermeister, Dr.
Seitz, who hes long been in prison end more lately confined to a
hospital, was relessed yesterday under the simple condition that he
would not engage in political ectivities. This will tend further
to keep the moderate Socialists in Austrie quiet and it will be
particularly welcome news in England where the continued detention
of Dr. Seitz has been an embarrsmssment to those in the Government
end Parliament supporting the British attitude towards Austria,.

It is increasingly evident that the Chancellor is gain-
ing ground and thet in this sense the Govermment has increased its
strength, while on the other hand Ctarhemberg is & good deal less
active and his position hes suffered through the strengthening of
that of the Chancellor. As I have pointed out, the Chancellor is
very modest and retiring and was at first rather overwhelmed by the
responsibilities suddenly thrust omn him, His inexperience and his
lasck of confidence helped to create some inpressions at the outset
concerning him which have since been dissipateds The last few
months have shown thet he learns quickly and is much broader in his
sympathlies eand views and in fact much stronger as a personality
then even most of his friends believede He has geined Inereasing
confldence in himself and this hes creeted increesed confidence in
an ever wider circle in Austria in him. His speeches have shown
great moderation and understanding and have done a good deal towards
winning the sympathy of influential persons in the ecountry whose
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attitude towards the Govermment had either been ¢ uite openly
unfriendly or at least pesssive. He will probably never be
a particularly popular figure, but he is more and more respected.

On the other hand, Prinee Stathemberg has remesined more
in the background recently and 115 publie appearsnces have been
far less numerous, but whem he has spokem he has been as ener-
getic as ever and as direet in his condermation of National fociale
ism and its works. It is sald thet he fears en attack on his
person snd thet this is ome reason why his publie sppearsnces
have been le ss freguent. It is certein that he is more opem
%o such attacks on his person than the Chanceller, for the rem-
nants of the National Socialists who rerein in Austrie have un-
doubtedly transferred their former animosity against Dellfuss
to Starhemberge I persomally am inelined to believe, however,
that Starhemberg's being less in evidence reecently is due not
to any feers for his personal safety, but more to his recognitiem
that he 1s considered as the exponent of Italian influence and
there is s decided feeling in Austris against too strong em-
phasis on this influence, It would be e mistake to consider
this averseness to Itelian influence due to any love of the Ger-
many of today. Starhemberg has always beem a much finer filter
of Italian pressure them is gemerally supposed and has not been
the pliable instrument he has been pictured. He mainteins his
interest in a good many things beeides metters of stete emnd I
don't believe that he iz the type of men who wishes to or who
will permit offieiml duties to erowd out of his life those
other things in whieh he is imterested. Immedietely after the
assaesinetion of Dollfuss and vwhen he was leboring under real
emotion, he gave his deys and nights to the tesk of solidifying
opinion egainst the Nazis, ageinst Anschluss, and for sn inde~
pendent, united Austria. HNow he finds the daily grind of of-
ficial duties more and more irksome and while he retains his
interest and, I believe, still his ambitions, he is not the type
of man who will alleow personal interests to be orowmded owt of
higs life. IHe will remain a popular figure and a useful figure,
and may even later become a more important facter in the Govern-
ment than he is now, but it is quite clear that for the present
he is entirely willing that Schusehmigg should predominate in
the pleture.

The perscnel releations between the Chancellor and Star-
hemberg are not as good as they were immediately after the assassi-
nation of Dollfuss, and there are undoubted differences of opin-
iom and of interest which are real, but Schuschnigpe is heving




his way and it locks as though he will oontimue to heve 1t.
Certainly there is no remson to see in the olash of persone
alities eny danger in the internal Amstrian zitustiom for the
present,

Papen has been contimuously in Viemne unti]l eround
December lst, whem he appears unexpeotedly to heve been oslled
to Berlin, and Freu von Papen told me yesterday efternoomn that
he is expeoted beck today. They have been I think rather une
happy for personally and soclally they have made little proge
ress and seem to have boeon a good deal awvoldeds 7ith the
Austrian Government I think Papen himself has mede little proge
ress, for they emnot get over their mistrust of him amd of
the Hational Soclalist regime. Papen has been protesting his
desire to do something to relisve the tensiom end I think the
Austrians believe that he would really like to bring about some
sppeasoment, if only of e temporary charecter, but they have
little econfidence in his ebility to carry through enything in
Berlin ané much less oconfidenoce in Berlin's resl attitude tow
wards Austria. The map whieh 18 being ciroulated in ocertain
cireles in Germemy which shows Austria as well as other parts
of Europe as en integral part of Germany, has been seen here.
the Fareign Hinister told me yesterday thet he has besm nature
elly quite pleased with the general developments which seem
to have takem place in the last deys with regard to the Sear,
but thaet he was confident thet there was no sefety for Austria
and no asssurances of her independenee and integrity not being
threatened as long as this regime is in power in Germany.

He seid thet in spite of all the assuring thinpgs thet might be
said and done, thet they knew that they could not feel secure
until the Nasi regime in Germany hes been replaced by ome whiech
will be disposed to meke Cermany s good neighbor.

There is a good deel of uncertainty here s %o what
arranzemont hes really beem sarrived at with respeet to the Ssar
and hou far other major gquestions may have been settled Im this
eonnoction and at the seme time. There is a feeling here that
the Saar settlement is prectiscally en invitatiom to the people
of the Seaar to vote for a return to Germany and thet the terms
for the paymemt to France are so easy that France and ltaly must
have insisted upom and seoured major concessioms whieh will be
made publie in due course. The feeling here iz that unless
Germany has agreed to give binding, publie, and unequivocal
declarstions with respect to Austris, thet the major situstiom




in Furope has not been chenged or mede sny casier emsept just
so far as the danger of confliot with regerd to the Sear may be
eongerned. It is felt in well informed cireles here, and I
share thet opinion, that providing for the return of the Jsar
to Germany now has ensed the situstiom by avoidimg the denger of
any explosions in that conneotiom, but thet it will temporarily
strengthen the Nazi reginme and unless these definite binding
obligations with regard to Austria hawve been provided for, and
will be made public in the near future, the denger to Austria
and to Europesn pesee is not only es great as, but greater than,
evere The internal situation in Cermany is such that the Nazi
regime is definitely weaker and knows !t, and it would have been
willing to pay almost any price for sueh an arrangement whish
has beem made of the Sear. I anm not sufficiently well informed
to know whether France, Italy, snd England have been sufficiently
wise %o meke Germsny pay this price now. But if they hsve not
‘exaeted . 1%, a grest opportunity has been lost end peses in
Europe is not mich further sdvenced.

I have the impression thet Emglend, France, and Italy

understend the situetion to thoroughly not to avall themselves
adequately of this opportumity. Genmeral Muff, who 1s the liliw
tary Attech® to the German Logetion here and who enjoys & very
excell ent position im the Heichewehy, told Kliefoth of this
Legation day before yesterdsy that "Papen was in Berlin snd thet
he hoped thet he would be able to get some decent action out of
that terrible man Hitler with respect to Austris®, He sald that
Papen would be able %o give Austris a very nice Christmas present.
There was no indleation ss to what he meant, but there is s fesl-
ing here thet the Saar settlement implies specific oblipgations
by Germeny with respeet to Austria whioch we shall hear shortly.
Vhatever the major implicetions of the Saar settlement may be,
I think they are es yet unknown here and as lste as yesterday
afternoom my Fremeh, English, and Italian colleagues seemed to
show by their sttitude that they had no informstiom from their
owm Governments,

Ome of the interesting developments is thet on November
28 the SIERRA CORDOBA and DER DEUTSCHE, two ships of the Nerth
Germen Lloyd, took on at Sushak some 1500 Natiomal Socialist ree
fugees who had fled from fustria to Jugeslavia after July 25,
and sre taking them %o Hamburge It seems that this clears up
the National Socialist refugees in Jugoslavia which isswerpy-
happy to be rid of them., It seems thet soms 180 of the refue
gees made a written request to be sllowed to return to ‘fustria
instead of going to Germsny sand they were turned over to the
Austrisn suthorities by the Jugoslavs. As a very grest pere
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centage of these rugitives who sre belug taken Lo Jormesry

are Austrians, and as the transport to Germany ls Leing made
on Germen thlps and apparently at the expense of 4the Gerzsm
Government, the ingident is ome almost unparmlileled, at least
in modern historye It ic perhaps as dofinites an aduission of
Fazl German responsibility for the terrorist aots preoeeding
the 256th of July and for July 25, as could be hed and it is
‘not unlikely that this trﬁn"pﬂr‘l‘; of the refugees to Gerneny
will yet booome the subject of very interesting dlseussions.
The Austrian Government hes teken no action vhatever, but has
always indigated thet the Austrisn Hazis who had fled beyond
the frontiecrs ecould be returned here to be given appropriaste
triel end punishmente As this punishment would have besn in
the instence of these people restricted to comparatively brief
imprisomam §, the Austrian conditions for thelr return oould
hardly be looked upon as unusual or ezagrersted.

It is interestinyg in this comnectlion to note that Herr

von Rimtelen 4: cti1ll in the hospitel ard under daﬁem‘:im,
but not whet mipht be oallsd close errest, I have it from
good zourgss that he hos practisslly reecvered his hemlih, bub
has not yet ' ﬂ*m;m 1y rueo i hlie memor * few days ago
he told ome of hls wost rn inete frlends thet his m‘t.rg'pt at
gulcide was the ¢ gt wisteke lw had ever medes It is not
likely that von i "\’fm ww.ll be brought te trial ia the nesr
Pature snd I do yhiether he will ever Le brought to publie
trisle I he is tried it will bo anegessery for Cerman raspon
81bility Zor the te vorigtl acts snd for the 25th of July to
be brought out The trial would therefore defie
nitely plece on semy the responsilility for ome of the derke
est clmrter' in mo Laro wui historye The Austrisn Govern-
nert hee no de » faeten thls erfze so definltely end so
pu‘nl ely on Ge u,x.‘}, ;;ec.a‘zr\ 4 believes that 1t weuld unly
8eTVe «ﬂ make more diffiscult the evertual return of those good
reletions with - any m“ ch Au 'tr 8 so wholeheortedly decires.
The Austrisn Con nsrzm*n* would have no hositation in fixing the
srime on the Yazi repime, but 1% recornizes that the szl CGoverne
mont is at prosemt the Govermment of Germany whether it repre-
sents the will of the majority of the Germen people or note
The Covernment here, therefore, is nov delaying the trial of
Pintelen out of fear of irwedliste oconsequences, but sut of a

& ingere desire not to complicate the future relations with Ger-
msnye The Government here remains sonvineed thet the Fazi
rorime will in due course disappear and thet the new Govermment
in uermny will not have these territorial aspirations with
resp eot to Ausirle and will respeet her sovereignty. They
therefore do not wish to meke the oventual teask of that new
Goverrment in Cermemy or their own tesk more diffioult.
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In thir connection 7 4hink you will he interested in
same information which hes come to me from two very good sources
which I believe entirely resromsible, but T esmnot vouoh for
i%s corresiness, If 11 is correot, and there is s good deal
of ressen to hellewve thet it is, the inforwation has sn import-
snt boaring on the whole & tustione On Sunday evoning, Desome
ber 2, the Anstrien Coverrment in the usuel way Informed the
prass thet it was to Lo restrained in cormenting on Germen re-
armament end {o keep from mfevoreble eomrent on the revort of
the Committee of Three just announced with respeet to the Saar
plebisoite. That this ‘rdiention van given tn the vress is
without quentvcm. Hy information 1s that the indication wae
givem %9 tho vrags a% the mequast of Ceneral von Triteoh, the
Cormander in Chief of the Cerman Reichswehr, who conveyed 1%
thesuzh the ‘ustrien M1litery Attachd in Berlin, The ‘ustrian
Minister in Berlin, Dr. Tauchite, and the ‘ustrisn illiitary
“ttache” who have po Waz! sympethles, are sald to be ‘n close
touch with higher lieichswehr cireles in Berlin, ineluding Gene
eral von Fritseh, He je seld ¢n hawve Informed Banchitz and
the Military Attsché that the Austrian Government need have no
fears of furthsr Cerman agoression egainst her sovereisnty and
independence and that the Reichwehr and conservetive sirecles in

Germery w11l Ye pleased to have their task lichtened 1f the
Mustrien press does not make thelr task wore diffieult, The
specifie desire thet the Anstrian vress ghonld he restrained in
its comment et this time is said to have been passed onm by Gene
eral von Tritesh himself,

If thiz infermation is corveet, 1%t has real signficance.
It is wall known to those who are famlliar with the views of the
Ceneral Steff of the Garmeu Army that 1% has never been n syme
pathy, cven hefore the leszi regime and is not now, with thoee
vho desire the politieal ‘naorporctiom of fustris into Germany.
The attitude of the General Staff is that m» independent Austris
in ocsse of msjor trouble in Europe cen slways be depended upon
to be the ally of Germany, or st least friendly, but that en
Austria inocorporeted into Germeny, in whatever form, would be a
lisbility end a souree of truuile n osse Cormauny has o wake
The Reichswehr therefore is sgainst political union of Austris
with Cermany if only for reasoms of expodirmey end militery policy.
Thet this is the sttitude of the Felchewehr, I think, is cloar.

The interceting festure of the informgtion, however, is
that it 1is indicative of a certain situation which 1s =aid to
prevail in Jermany. It emphasizes that elthoush the Teichswehr
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is not interfering with or teking emy direct part in internmal
matters in Germsny and thus meintaining its treditiomal polioey,
it is from time to time definitely influemeing policy where it
affects German relations with the rest of Burope. It would be
& mistake to think that the Nelchswehr is sverse to war, but

it does not wish a war now. As I have pointed out in my lotters,
there is very real informetiom thet the Relchswehr does not
feel that Cermany will be prepered for wer for perhaps at least
a year snd perhaps two yoars more. It wishes at all costs %o
avoid s second humilistion sand where Nazi poliecy, for instance
in the Sear, in fustris, or in the Church problem, might lead
to conflict there are imcreasing indicetions that it is meking
its posi tion felt, There is well confirmed ififTormatiom that
Himmler, as losder of the S.5., and the seeret police, reecently
told Hitler that he wished to go in omoe and for all and sebtle
this chureh question snd bring ebout immediate and definite
ecoordination and consolidation of the Churghes by foree. The
Reichswehr is eeld to have made it olear that any such sctiom
by the 8.8, eould not be undertakem. In the Sear problem there
are indioations that the Reichswehr exerted a similer restrain-
ing influence and it 1s therefore not unlikely thet the informe
ation just resited with regard to 1ts attitude in the Austrian
matter may be correct.

As I have already indipceted in this letter, there is a
good deal of uncertainty in Austrian officiel and diplomstie
eirgles as well as among ususlly well informed persons, as to
the ocomditions whioh may be tied up in the Sear settlement and
as to the stetus of the conversations in progress between Paris
and Berlin. With respect to the Ssar the Austriane, of course
feel that the Saar is German end thet it should eventuslly go
to Germeny, but officlally Austris has beenm of the opimion that
& vote in favor of the stetus quo would be the happlest sclutiom
80 thet the Saar could return to Germeny when another regime
might be in power there. Prince “tarhemberg hed definitely ex-
pressed a preference for a solution on the basis of the status
quoe. The Poreign Minister here has expressed fears thet a vote
in fafor of Germany might have unfavorable repereussions in
Austrie and was undoubtedly very strongly in favor of s status
quo solutiom. Now it 1s felt definitely in offioisl ecireles,
and this view seems to be shered by my colleagues, that the
Committee’s report is s definite invitstion for the Smer to vote
in favor of immediste return to Germany, but I dom't believe
that there is any resl ressom to fosr that a mere vote in this
direction of the retwrn of the Sser to Germany will mean eny
trouble in Austria. I share the opinion of those who bel ieve
thet this will have no effect directly end of itself on the
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situation here., The uncertainty here iz bnsed om the lack

of knowledge of whst promises Germany may heve givem in order
to get such a favorable report out of the Coomittee. The
fear here is thet unless in the near future Germsny is obliged
to come out strongly sand wneguivocally with respeoct to Austria,
the elements still so definitely in eontrol in Germany, with
the plebiscite behind them, will remew their sctivity in this
country with perhape inoreased publie support in Germemy behind
theme These fears I think snyome who keeps the realities in
nind must share.

There is equal uncertainty here with respect to the
outeome of the conversations between Paris snd Berlin. There
is reel fear that too much faith mey be pleced in Germen pro-
mises. There are ovem reports of a contemplated wvisit by
Hitler himself to Peris in order to convinee the Prench of his
peaceable intentions. Sueh » gesture by Hitler is not likely,
but is not out of the guestion, for it has the elements of the
thestrical vhioch appeal to him and to his most intimste advisers.
The momsnt hes been well ohosen for t is offeneive by the CGor-
mens in Peris. Laval, as you know, has slways been inclined
persmally towards dirset conversatlions end understending with
Germanye The Veteren orgenizetions in Frence are practiecally
obsessed wlith a hystericsl fear of snother war. Ome c¢on undere
stand why they should have this fesr of another wer for God
knows that they realize the horrors of such a wer., These same
vetersns have loet practically all oconfidemece in FPremch politi-
eal leaders, mot omly so far as their personsl honesty ie cone
cerned, but algo thelr politicel capacities to lead France and
keep her out of wars Then, too, we know that Goy met Hitler
in this intimate way in Berlin end thet Hitler put himself out
to the utmost to eonvinee Goy of his friendly intentioms towards
Prance. With Goy's personsl besekground and thet of his followe
ers, and with the situstion in Trance as it is, 1t is little
wonder that Hitler made such sm impression om Goy.

I remember &0 well theat when Mr. Dodd, who is s very
keen observer, first esme to Derlim and hed his interviews with
Hitler he, too, was impressed by what he believed to be the
sincere snd jr aceable Intentions of Hitler., He thought that
in my judgment of Hitler I wes much too drastic and not suffi.
clently generous. As time went on Mr. Dodd maturaelly leerned
to mossure him by his acts and not by his protestations, and
I think is now thoroughly convinoed thet mo faith cen be placed
in the definiteness of these protestations of peeceable inten-
tioms. Similerly, when Sir Irie Phipps esme to Berlin from
Vienna as British /mbassador he passed through exactly the same
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experience as Myr. Dodd. He asked we one dsy what eonfidence
I felt could be pleced in certein protestations of Hitler and
I frankly told him thet in my opiniom his make up was such
that he probedbly bel ieved what he was saying while he waid it,
but that it oould not be tsken es the word of e resprmsible
gstetesman, Sir Erie et that time expressed the opinion, as
had Mr, Dodd, that I was not sufficiently gemerous im my point
of views DBut before I left Berlin for Viemma Sir Erie alresdy
hed hed sufficient oomtmet with Hitler to tell me thatihe had
to share the impression which I hed originelly givem k'ms I
“ui:t give you s mmber of similer experiemces all to the same
ef f .

It is therefore no wonder thet Goy should have been
impressed by his sonversstion with Hitler and how far, in view
of the unfortunste combination of eireumstances in Frsnce, this
will influence Fremeh policy is not yot olear. It iz not likely
that the experiemce of the past eighteen months will be entirely
forgotten and it will be realized that the same people sre in
power today as at the outset of the Hezl regime and thst the
promises which they give today are worth no more than the ones
which they heve given in the past., It would indeed be a trsgedy
and & very re¢al tragedy for Europe, and I may say for the world,
if these realities should be forgottems I think it 1s importe
ant for us to bear im miné thet internally the s itustiom im
Germany remains unchenged. The power in the Farty remsins in
the hends of the secondary leaders of the redicsl group. A
good deal of emphesis will be placed on the remowal by Hitler
of Bruckney, the Nazi leader in Upper and Lower Silesis. He
has been ordered exeluded from the Farty by Hitler, esnd Goering
has divested him of all of hie offices. DBruckner waes the sssosle
ate of Heines who wes smony the vietims of Junme 30, snd Bruck-
ner is guilty of just es grest offemses against the German people
as Helnes wes. He has been rempved begsuse im an industrial
ares where the situstion is pertionlerly diffieult he hes beem
esusing a great deal of annoysnee to Schacht and others and %o
the Party, but the mem who dietate the policies whieh Bruckner
was oarrying out, such as Gosbbels, Darre, and Ley, still re-
main in the saddle. The renowal of the vietims of Jume 30 hed
no effect on Hazi policy and so the removel of Hruckner cennct
be interpreted ss any change to a more reasmable attitude by
the Party. It iz merely the Party's getting rid of en indivie
dual who had become objectiomable,

The snti-Jewish measures in Germeny are continuing une
sbated Recent developments show that defimite progress is
being mede im the further déndeaver o impose Nazi philosophy




on the German people., losenberg and Streicher are still

in the ploture. In the Chureh struggle the day by day inei-
dents indicete that the Perty policy remsine oven st & ¢ime
when the Party is doing everything im its power to resssure
publie opinion st homeend sbroads I have alrcady indicated
in this letter thet 1t wes the Intervention of the Felchswehy
vhich made 1t impossible for Himmler with the 8,5, to under-
take drastic setion in the Church metter, and this ilelchswehy
intervention wes successful beecause the Party éid not wish
to let the Church problem become ncute before the Smar plebi-
soite.

On the other hand, the Ferty realizes !ts weskness and
iz not unewere of the inerescsing diffieulties which 1% hes te
face in the economie end finanelal flelds I will not geo inte
thies further here as I have ocovered it in reeent letters, but
I should like to emphasize what I seid 4o you recently asbout
gertain other factors than the f'nancinl and economie essuming
ineressing lmportence. The German industrialist whose views
I gave you in ¢ reeent letter, cophesized this point and i¢
is particulerly interesting in this comnectior to note that
Furtwingler has resigned. There is slco & repert thet ‘rlew
Kleiber hae recigneds These ere the two leading corduetors
Gerfmmy hgs left snd if they go 1% will have a very deep ef-
feet in the coumtyy. It will have & much preater effect than
such a oircumstence would heve in our own country. Furtwéngler
end Kleiber have both tried to eonforms Ferheps they heve
beer willing to do so for the diseappearance of the other cone
duetors inoressed their personal prestige and positiome. But
they are both fmdamentally decent and fine personalities and
they heve not bem able to stand the conditions which are ime
posed on them, and their action will undoubtedly zive courage
to a lot of people who already were bsooming more wvocals A
politicel Perty leader like Bruckner cen pass from the German
pleture without affecting the citustion very much one way or
ancther, but for s Furtwangler end Xleiber tc separate them-
selves volunterily from the Germen rmsiesl field #ill have its
repefoussions throughout the entire country, end it is the type
of informetion which esmnot be kept from the people #ven in a
eountry wherepublic opinion forming meens are as definlitely
cantrolled as they are in Gormenye

Hor can the foreing out of Count von der Gelts as
*riihrer der Dewtscher Wirtscheft" be oonsidered ss a real step
in s moderste direction. vor der Geltz was en aristocrat who
definitely esst his lot with the radical wing of the HNazi
Party and who was the instrument of Darre and ley. He heas
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been making difficulties for both Ur. Schacht and Dr. Gosre
deler, who have the teask of keepiny prices dowm., IHe has been
succeeded by Heoker who is in every way superior to von der
Celtz es a men, and who ig reelly e very good busimess man,
¥hile I think he is e member of the Party, it has been for per-
conal ressons, and while he is direotly opposed to the ideas of
men like Darre, Ley, and Goebbels, he is not es strong = man

as Sohmitt was, snd we know how little Schmitt wes sble to aoe-
oomplishe The thing to be borme in mind in this connection

is, I think, that men like Hecker could do a great deal for Gere
many and would be asceptable public servants under snother regime,
but such men ean secomplish nothing as long as the radieal lead-
ors of the Party remain in power, and we know that they still
are in power.

I am therefore of the opinion that in Frsnce and in
England too grest weight cannot be givem on these changes, but
that we must recognize thet we have to deal with the same site
ustion in Germany todey that we had yesterdsy and &ix months
agoe I remain of the opiniom that this is no time to make eny
agreements with Germany, for to do so is only to prop & dis-
integreting Party mechine end to lemgthen the time that it will

be sble to maintain its hold omn a pecple rapidly ecoming to its
genses. :

You will be interocted to Imow that the news which we
get here from Jugoslavia continues o be good. I have seen
several of our correspondents and others who heve just returned
from Jugoslsvia who report that everything is quiet and that
the prospects for the formatiom soon of a new Ministry with
Croat and Slovene representation are very good., Ume of my
most responsible gontacts informed me that Prinee Paul some
time ago oalled the Jugoslev Minister in Berlin to Belgrade snd
talked over with him his desire that he farm a Cebinet bringing
in Croats end Slovene elements. The Hinister said thet 1%
would be unwise for him to form such & Cebinet as it wes knowm
that he wae a friend of Hitler and had had a good deal of oom-
teaot with him in Berlin and that this might csuse unnecesssry
complications externally for Jugoslaviae The impression, how-
ever, is thet Prince Paul, who hss just returned from Englesnd
where he went to attend the wedding, will proceed with the fore
meation of & Cabinet, perhaps evem still before the end of this
year, and well informed observers are of the opinion that he
will have no trouble in doing so. These observers are of the
opinion that he has succeeded already in setting aside the



ta.sk

possibility of diffieulty with the Army, wileh it was folt
would resent curbing of the Pan<Serb influence. The trouble
therefore which so meny felt might come in Jugoslevis is less
end less likely emd this is an element which will undoubtedly
have a good deal of influemce in restraining Italy amd in
feoilitsting ultimete understanding between Itely end Jugo-
slavie, and in faciliteting the FremsheItalian conversat ions.

There is a good deal of oonovrn here with regard to
the French internal situetion as 1t 1s felt thet the finsnclel
scandels end the impossible politiecal situation are elements
of weakness amd present dangers just et & moment when the gen-

erel eituation is of most importance, and whem Prunce ought to
‘be in a strong and I'ree position. i‘&: does not add %o the

confldence of the fustrians Yo know that even after the Freneh
Government had decided in principle ¢o support the sonversion
of the League Loan recently, it was necossary go give quite a
number of bribes to people in Faris to facilitate the actual
srrangenents, when these people were of a type and were in a
position whieh should have absolutely emsluded all possibility
of susceptibility to such e methed of approsch. In well
informed cirecles here it is the opinion thet there ean be no
easing of the Frensh intermal situstiom until there iz 8 come

plete "nternal clean up and there i{s & real fear thst the cnly
sclution may be im e virtusl dictatorship there for at losst

8 short periocdse I think that even semi-Fascist ‘ustria would
prefer to see parlicrontary imstitutions evem not temporsrily
disturbed in France.

Beveuber 7.

I dietated this letter up to this poi'.n'!: yesterday, when
I was oblired to interrupt to go to the first mep?ign t:;‘t
the wife of the Foreign Minister has given to the MPB;T:x ‘g
corpse since his eppointment. I was talking with .z A
golleague, Sir Ymlford Selby, when Papen came up byt 3 ol
He told us that he had just returned few hours ;ms ro
Berlinm where he had been busy with "his Sear problem”, i
wes brimming over with happiness end enthusissm which I -
was not feigned. He insisted on entering f;n*bo a pﬁiti‘: -
disoussion which 1% was quite cbvious my British oo e;gu -
as snxious to avold umder the oircumstences as I kmow . mt:m#
A erowded drawing room hardly seemed the pl:z:;e foi sucada ;
versatiom, but there was no stopring h%m. Whet he ia; wa
gso significant, and partieularly at this time, that : mmv:md‘
made a very careful memorandum of whet was uix} afo lmgesnntﬁh
ing it to the Department with my striotly oonflde’z; » k: Pate =
Ho. 241, of December 7. 1 am sppending a oopy of the memo
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to this letter. I think you will be partieularly interested
in it as it bears out eertain things which Papen said in e
recent sonversation which I hed with him snd of which I sent
you & memorendum with one of my last letters. As my British
ocolleague was present during this conversetion and tock nart

in it, I thought it proper that after I had diotated the ascome
panying meworandum I should go over it with him, which I have
done. Ho tells me that it is an entirely faithful record of
the conversation and I am sure that he is slso semding %o his
Government informetion concerning Papen's stetements.

My British collesgue remarked that it is quite plain
from this conversation what England and France may expeet and
thet Germeny will, after the Sear, concentrate om treaty ro-
vision snd further ccnoessions throurh her poliey of trying
to drive a wedge here and there. He says thet the timetable
een be gontrolled by Fmgland snd France if they will maintein
an absolutely united resistmnce, and thet "the present crowd
in Berlin ocsn't wai%, end thet is our great strength®, I
sgree with him that the rate at whish the presemt Cerman regime
will heve to try to hurry through 'ts program will be one of
the prineipsl elements which will help to defeat it. ‘“hst
is disclosed Ly this memorandum is sufficient to indicate what
we have to expeot and that the Seer solutiom is no definite 4
action towards appessement, but merely ome more difficulty sure
mounted. There are plemty of others in the way and Germany
intends to have them all solved im her favor. I have told
you in previous letters how Hazi leaders snd others in the
Government always sald thet Germany was powerless et the Coumeil
table until she was armed, and that therefore she must arm so
as to make herself heard. As she has gone a good deal of the
way towards getting armed, we can bampeot her attitude to grow
more arrogant snd more exscting. There is nothing that will
stop this movement exoept & fall of the regime and that is why
I think the most importsnt thing for all of us to do is to re-
frain from doing saything to help the regime, for without thet
help it is bound to disintegrste. The Indicstions to this end
are becoming more clear egonstantly, es I am sure will appear
from the informetion which you are getting.

There are several other matiters on which I wished %o
comment before closing this letter, but as the poush has %o
leave in a few minutes, I shall have to put it off until next
weelk, I understend thet ineressing pressure may be broucht
et home from certain quarters towards the end that weo mske some
trade sgreements with Germeny or ever go so far as %o make
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srrangements through which she esn get some cottom emd other
raw meterials which some of our people are so snxiouz to get

rid of. I oan undurstend how well mesning some of these peocple
at home are, but one thing I am sure of and that is that if we
want to have Germany ez a fubure market for any of our raw matere
ials, end I am one of those who realize how importent and necesge
sary & market Germany is, it is essential thet we do nothing to
prolong the life of this regime whish has no interntiom of buying
snything from us o moment longer than it is negessary to do so.
The one hope for our markets in Germeny lies in the return of a
reasonsble Government in Germany, snd snything we do to prolong
the life of this regime only reacts sgainst our resl interests,

Believe me, with all good wishes,

Cordially yours,

George S, lieesersmith.

Enelosure:
1. Copy of Hemorsndumm.




