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I. TERBONAL DATA . ' SR

|
Source is communicative and cooperstive, but the general
impresslon produced of his attitude and his replies to guestion
is one of evasion, coloration and self-justification. He is
oblously & pliable Fharacter and a willing tool of Nazi Toreign
poliey. His statemehts, where his own sctions are in guestion,
mast be assigned a high aoefficlent of unrelisbility.

Source holds o doctorate in economics from the Universi-
ty of lunich, havink specialized in foreign trade, finance
and economic history. He served as a lecturer in the Handels-
hochschule in Lunich until 19335 when he went to Berlln as
an asslstant to Wilhelm Keppler, who at that time was attached
to the Reich Chancellery as Economle Plenipotentiary of the
Fihrer (Wirtschaftasbeauftragter des Fiihrers). Out of Keppler's
office developed the Four Year Plan organization. From 1933
to 1935 source taught part-time in the Berlin Wirtschafts-
hochschule, but thereafter he was fully occupied in Keppler's
office. There he &Pbcializad in the financigl and industrial
_affairs of American enterprises in Germany = National Cash
Reglster, Remington Typewrlter Company, International Tele-
phone and Telegraph Company. Source clalms that he promoted
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the formation of al Joint enterprise of the lational Cash
Register and the Krupp concern in which iatlonal Cash heplg-
ter held 80 per cent of the stock. Source claims he wias a
member of the boarfl of the "Standart" company, a German
subsldiary of IT and T.

In 1938 Keppler was transferred to the Forelgn 0ffice,
having been thrust| aside by Gdring and the more vigorous
rersonalities of the Four Year Plan. Source continued on
Keppler's staff although he claims he was not assigned to
the Foreign Office until his appointment as linister o
Hangary in March 1044,

In the interim <rom 1938 to 1944 he did special work
for Keppler in Slovakia, Croatia, Serbia and Hungary. He 1s
vague about his activities and dutles during this period,
describing himself as an observer preparing polltico-eco-
nomic studies and reporis on these countries which were for-
warded to Keppler in the Foreign Office. The reports were
clasgified "Gehelme Reichssachen" and the distributlon was
wmade by the Forelgn OfTice. He cultivated relatlons with
astate officials, leading industrialists and political eclr-
cles. An excellent source of information, according 1o
Veecsenmayer, were the representatives of the Schenker-Trans-
port Concern , &.commercial shipping and forwarding sub-
sidiary of the German Reichsbahn with agencies throughout
Southeastern Eurcpe. These rapresentatives were 1in close cont-
act with business, industry and transportation and were in a
position to acquire & vast amount of information, which they
compunicated to Veesemayer. Source was a member of the board
" of directors of the Schenker Company.

1I. TFALL OF THE KALLAY KINISTRY

Source stated thot he had been in Budapest twice before
his appointment as German Ministerjonce in liarch 1943 and
again in Wov 1943. Hach wvisit was of three weeks duration,
On these oceasions he was sent to study and report on the
German-Hungarian economic and political relations.

Hungarian food reserves were important for Germany as was
Hungary's oll and bauxite. Hungarian oll fields had been
developed under German pressure until they were producing
800,000 tons annually. This, together with the new fields
in Austria, which lproduced over one milllon tons in 1944,
was one of Germany's safest sources of supply. Bauxilte

had formerly been procured from France, Croatia and Hungary,
but the French and Croat sources falled becaunse of transport
and Hungary became almost the sole supplier. As Hungarian:
policy tended toward economic hoarding rather than contri-
buting to the joint war effort greater pressure had to be
applied. This was jone of the conslderations in demands made
upon Admiral Horthy during his visit to Hitler's Hag on 18

larchy 1948, oo wHo had held the diplomatic post in Eungary
since 1941, was regarded as too weak and too sympathetiec to
Horthy end his cizrele te execute a tough policy. GSource
states $hat Dr. Jury, Geuleiter of Lower Danube was orizin-
ally daesignated to renlsce von Jagow. Source stzites that
simmler ond Bormann were opposed to his{Veesenmayer's) sppointment
1t wns not until he arrived in Salzburg on 1% liarch, where
Horthy was visiting the Flihrer, that he was told by Ribben=
trop that the post was his. He returned to Budapest with
Horthy, having been instructed by his chief to work for a
new cabinet that would cooperate with Germany.

The background of the fall of the Kallay government
was deseribed by source as follows: A large proportion of
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Hungaey's leading politicianc, indurtrinlists end Intellec-
tuals were pro-Ally wnd dati-Geriean. Jith the reveries on the
Bastern Front, the Kzlley czbinet begen to draw away from the
allisnce with Germzny. Eg¢conomic collaboration slackoned gnd on-
ly a greast anxiety with regzard to Russiaz held Hungary on Geruany's
side. The Kallay goverinment then sought and established coniact
with the Vestern Allies seeking o way out of the war in thia
direction. These maneuvers and the general situation were well
known in Berlin and when Horthy was summoned to the Fiihrer IHq
he was presented with a list of 12 compleints and charges which
had been prepared in the|Foreign Office by Ambassadors Gaug,
Ritter and von Rintelen.|Source states he did not draft the
document or see 1t. !

it was on the bases of this bill of complaints that Horthy
was forced to dismiss Kallay snd appoint a government faithful
to the glliance with Germany. In the event that Horthy proved
recalcitrant the "Operation liargarete™ for the oceupation of
Budapest, had been planncd. This proved unnecessary, however,
and source returned to Budapest with the Regent and began
negotiations for the formation of & new government. Kaltenbrunner
had come to Budapest to direct police and security cperations
and, according to source, sought to direct the plitical solution
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@ of the crisis. The first choice of the Germans for Linister Pre-

sident was Bela Imredy but Horthy was opposed. Source contacted
the Hungarian nationalist leaders such as Racz and Fay. He in-
sists that he did not negotiate with the Arrow Cross group at
that time. Keltenbrunner wanted a National Socialist government
with Count Palffy and Backy at its head. Source states that he
opposed this because he wanted a broader party basis for the
new ministry, including such technical and administrative special=
ists as Jurcsik and Remeny-Schneller, former members of the
Kallsy povernment., The deadlock was finally broken by Horthy's
proposal of Sztojay as Liinister President. The proposal wae re-
ferred to Hitler's Hq and eccepted and the ministerial list was
then made up with source's"cooperation.”

Interrogated on specific incidents of the crisls in Budapest,
pource made the following cxplanations and excuses.

1. German Police Action. This was directed by Kaltenbrunneér
and the Higher 55 and Poiice Leader Winkelmann, who occupied this
new position on 19 March 1944. As soon as Kaltenbrunner left Buda-
pest, the German authorities returned to a basis of "cooperation”
with Hungarian police. About 40 leadersin Hungarian political,
business and intellectual life were arrested. Source insists that
he only learned later who these people were when the Sztojay
government requested their release. A special release list was
subsequently established by the Legation snd between 20 and 25
requests were granted by higher German authority.

2. GShooting and Arrest of Interned Polish Officers. These
persons, wno hed fled to Hungery in 1940, had been well treated
and although technically interned were amllowed almost complete
freedom by Hungsrian suthorities. About 900 were rounded up and
ge%t to Germany aes PWs and sbout 1000 were sent to Poland as

aborers.

%« Thao Damipierre Incldent. Source explained that Count-
ess Damiplerre, wife ol the former French wWwinlster, who broke
with Viechy, was not thrown into a concentration camp but was
placed under arrest for one or two days and then released with
her husband. '

4, Arrest of Eajcm#—ﬁﬁilinsky. Bajcay-Zsilinsky, the left-
ist Peasant Party leader was not murdered by the 55, but only re-
| ceived a minor wound in the arm when he resisted arrest.
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5. Draining of Hunparion Commodities. Finally 55 troops
did not rush the T“udapest shops and buy them out, as charged in '

foreign press, becaouse no specisl Germen millitary currency
clrculated in Hungary and German pay was so low and the exchange
rate so unfavorable that German soldiers could scarcely buy
anything in Budapest. y

6. Qcecuration of Southern pnd Yestern Hungary. On 18=19
March, 9 German divisions{under-strength and training units)
entered western Hungary from the militzry districts of Graz
and Vienna and one entered southern Hungary Tfrom Belgrade.
The bulk of these forces withdrew in three days and sll were
- wilthdrawn in three weeks. Thils military action was taken because
it was not certain that Horthy would keep his word upon re-
turning to Budapest from the Fithrer Hqg. :

III. PQLITICAL DEVELOFIENT,March-Qctober 1944,

After the formation of the 3ztojay Liinistry German-iun-
garian delivery and clearance arrangerents were revised and
Hungerien economiec cogperation improved. However, transport
difficulties prevented the realization of the full benefits
of the new arrangements.

During these months the war came to Hungary. Reverses on
the Eastern Front, the withdrawal of Rumania and Bulgaria
from the war and the Allied bombing attacks produced exireme
pessimism and a desire to get out of the war on the part of
the Hungarian people.

The Sztojay linistry disinegrated as the military situat- |
ion became more critical. Sztojay was an ill man and the Depu=- Y
ty lMinister Racz was not equal to the task of holding the
Government together. A severe blow was dealt the lilnistry by
the German 55 and 5D authorities when they forced Imredy and
two of his associates from the Cabinet. This was one of the
results of the Manfred Weilss scandal, which brought source :
into serious conflict with Himmler 'and the SD. !

Under the Jowish laws introduced by Sztojay the property ;
of the lanfred Welss armaments and industrial enterprilse, :
employing 40,000 workers, should have reverted to the Hungarian f;
dtate. However, the German 5SS suthorities stepped in and made
an agreement with the Jewish owners whereby they received i
several millicns{source does not kaow the exzct amount) for f
the controlling shares in addition to transportation by ailr ;
to Portugel for tle families of Weigs; Kollin, and Goldberger. 4
This was & gross bresch of Huhgarian soverelgnty and Imredy,
as linister of Heconomy, protested vigorously through diplomatic -
channels. It was then|that the HSSEF Winkelmann circulated in :
Budapest documents discovered by the SD in Frague proving -
Inredy's Jewish ancestiry. As a result he was forced to withdraw {
from governmental and |political life. Source states that he took ;
the matter up direct with Himmler who finally replied that :
Hitler had decided in favor of the S55. |

With the disintegration and weakening of the minlstry i
the Yar Minister Csatay and the Chilef of Staff Szombathelyl
gaoined in influence, which signified a strengthening of the :
power of the Burg -- Horthy and his cirele. ILakatos, who suc- pt
ceeded Sztojay as lMinlster President, was appointed by the
Regent, although sourde had a part in mseking up the ministerial H
li=t. ile agaln insisted on the retention in the cabinet of the
technically qualified ministers such as Jurczek, linister of
Agriculture, Lakatos'policy emphasized the sovereignty rof
Hungory and he took a|stronger line agalnst Winkelmann and the
SD. He also demanded more German troops for the defense of
Hungary and more arms and equipment for Hungarian forces. In ]
this connection source stated that after 19 March 1944, Hungarr[}qi;
provided two or three additional divlisions for the Beskilden - i
Poammd kit with +ha Rus=sgdan mdvance thease werea withdrowmn to E
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the orea of Warsaw and later ruturuei tn Budapest™Iater Hungary
placed 6 or 7 divisions on the front defending the homeland.
Hungary was never in a position to equip, clothe and arm its own
forces. She never mobilized more than 600 or 700 thousand men
for military service because of excmptions and the unreliability
of the minority national groups under Hungarian rule. Source
states that Hungarian economic, lgsbor and military power was
never fully mobllized. .

IV. THE FALL QF THE HORTHY REGINE, Qct 1944.

With the advance of the Russian armies into old Eungary
a new erisis developed inm Budapest. Under the impulse of the
Surg clique, Hungerizn representatives got in touch with Russian
and Sritish authorities and the Regent's son contacted agents
of larshal Tito. Source states that all these moves were known
to the Germans and were freely gosdped sbout in Budapest cafes.
It was not difficult for anyone to get desired information as
all Hungerian offieisls, because of their poor economic position,
were open to bribery. "It was never a guestion of who, but of
how, and how much." The Hungarian bureasucracy wes the most
corrupt he had ever endountered, according to source.

German mistrust of Iakatcs and Horthy zrew as reporis of
double dsaling came in. Source thinks that Faragzo and Hatz were
sent to Bussis by lorthy azs was also the representatlve to
Erypt. Source now is of the opinicn that Lakatos was loyal.

AR attempt to form a new national bloe that would include all
parties -- Imredy and Palffy National Soclalists, Government
Party, and Arrow Cross -- failed. Lakalos expressed willingness
to negotiate with such a bloc, but Horthy refused to consider it.
Instead he proposed a ministry of administrators, but the pro-
posed 1list was almost entirely anti-German and pro-Ally. Berlin
rejected the proposal.

By 10 Oct the situation was moving toward an extreme crlsis
and, as usual, German measures were concerted well In advance.
Von dem Bach-Zelewskl, most ruthless of the old S5 leaders and
the suppressor of the Varsaw revolt, arrived in Budapest.
Ambassador Von Rahn also arrived on 12 Qct with a special mandate
to supervise and direet the political action. On Sunday 15 Oct
Horthy's son was arrested by SD agents who tricked him into
negotiating with pretended agents of larshal Tito ("Operation
lionse"). Under the coverneme "Operation Panzerfaust" the mili-
tary occupstion of the Burg and the removal of Regent Horthy
was planned and given to Von dem Bach to execute.

On Sunday afternoon, 15 Qect, source called on Horthy who
was enrsged over the arrest of his son. The Regent told source
that he intended to appoint & new government and enter into
negotiations with the Allies for Hungary's surrender. To galn
time source requested Eorthy to delay action until Berlin could
be informed. As he left the Hegent's apartment source found him-
self locked in the court and unable to return to the legation.
He protested and was permitted to go after a delay of 30 minutes.
Von Rahn then went to the Regent and while he was conversing
with him the radio announcement of Horthy's declslon to quit
the war went on the alr. (Presumably a rccording made in ad-
vance). Won dem Dach then occupied the radio statlon and
Szalasl read a counter decleration. Source had come to an agree-
ment with the so-called National Bloe (Arrow Cross Party) in
the preceding days and Berlin had ordered that the leaders,
ineluding Szalasl, be taken into the German legatlion for protec-
tion.][Ed: Also to have them ready to step into their assigned
roles).

Source returned to the legation and lecrned shortly there-
after that the Burg area ,including the German legation,had been
blocked off for defense by Horthy troops. Source spent the
night negotiating with Lakatos who acted as an intermediary
for Horthy. About 02:00 hours Horthy agreed to withdraw his
measures, admit the appointment of & "nationalist government,®
resign the regeney and o into exile. Operation Panzerfaust
was scheduled to begin at 06:00 hours and at 05:40 Horthy
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ordered government troops not to renist widlle*the German

. Comdr, Von dem Buch, wro|notified not to lounch the scheduled

attack upon the Burg, Source insists that there wos only come
desultory firing by outpests which had not received the officd=
al order in tiwe. L0t more than 4 or 5 men were killed.

On the followlng day, 16 Oct, negotiation: were resumed,
with Horthy, Lakatos, Von Rahn end source participating. The
Regent concurred in the appointment of the Szalasi mindstiry
and gave his resignation in writing. de made one condition -
the release of his son. Source zccepted the condition but was
later disavowed by Berlin. He insists that he acted in good faith
and that he formelly protevsted to the Foreign Office and request-
ed he be relieved, but both requests were refused.

V. THul SZALAST GOVERNWIENT.
With regard to the Izairsi ministry, source insists that

originally it was not =n|exelusive Arrow Crose cabinet, only
seven of its members being of that party while the remalning 7T
members were administrative cpecialists and representatives of

maticnalist parties. He states that before the crisis he tried

Source aduits that the government placed in power by this

" ecoup was a shadow government and that authority was exercised

by the German Army. By agreement between Beregfy and the German

wA, Greiffenberg, 100,000 Hungariens were removed to Germany for
equipment and training, but they never saw actlon. The proposed

Hungarian 55 divisiens, likewise, never saw action.

As for the decree and legislative measures of the Arrow Cross
government they were largely paper laws and actions. The orders
for the evacuastion first of Buda and then of Pest of all men of
military age, was a military security measure. First, there were
an estimated 10,000 deserters in the city and they wanted to get
them out and back intc the army. Second they wanted to clear the
front area, fearing sabotage. Third, manpower.was needed in what
remained of the ngtional territory.

Szalasi, according to source, was no disappointment to the
German authorities because they expected little from him. As far
as they could determine, it was Szalasl or nothing. Analyzing
Szalssl's character source pointed out that he was one guarter
German, one guarter Slovak, one quarter Hungarlan end one guarter
Armenipn. By tralning he was a General Staff Officer and GOmbds
had described him as one of the ablest and most promising. He had
resigned from the Army because he felt that the Army could never
be reformed without a complete reform of Hungarian government and
soclety. Gradually his soeial reform program became his primary
objective and because it was revolutionary he met with bitter
opposition from Horthy and the aristocracy, the large property
owners, the church and the privileged bureaucracy. Hls foreign
policy wus comprehended in the sloggn "Danube lission™, which en-
visazed a solid bloc of 20 million people inhabiting the Danube
basin. Hungary of course would lead (dominate) the Randstaaten.
Dr. Hoettl, the SD Chief in Hungary, attzcked source for support=
ing & movement with a program so detrinental to German interests
in Southesstern Burope. gource states that he had to work with
Hungarians and not against them. He could only operate on prao- |
tical grounds and not on future possibilities. T,

E

ANDBI N RTE AL
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but they refused to assuhe responsibility.
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In 1941 all pocsts in|louthesstern Durdpe were cleared of
carecr diplomats ond to effect the wore vigoxrous pdicy reguired
in a wertime situution noin-cereer Party men were appointed to
the vmenncies. The influence of Dr.hrzms Iuther, who was an GA
Leuder, was at thet time parsmount in the matter of appoint-
ments, hence the acsignment of the sA Gruppen-and Obergruppen=
fi:hrers to the vecsncies. Kasche went to Zagreb, Beckerle %0
Sofia, Killinger to Buchasrest, and Jegow tc Dudapest '

Dr. Luther was in g sense & protege of Frau Ribbentrop
and as long as he renained on good terms with her exercised con-
siderable influence. Frau Ribbentrop teok great interesi in
foreign service personnel appointments and she was feared in the
Forelgzn Office becsuse of her influence over her husband. \ihen
a rift developed between her and Dr.Luther 1t was soon followed
by a bresk with Ribbentrop. Later as a result of Hibbentxrop's
enmity Luther was thrown into a concentratlon caup.

. VII. WARTIME INDUSTRIALIZATION OF HUNGARY.

Asked if the wartime: industrialization program had been
exagrnerated in the Hungarian press, source stated that he thought Lo
the publicity was overdone. In his opinion Hungarian industry
had becn developed beyond the country's requircments. A restive
industrial proletariast had developed in such enterprises as the
Kenfred ieiss worke, employing 40,000 workers. lLiOYreover, 10 per
cent of Hungry's populatlon had become concentrated in the city
of Budepest. It would have been economically wiser to have de-
veloped Hungariaen industriazl resources in proportion to Hungarian
agriculture, which togethisr with tauzite and oil were hor greatest
sscets. Beccuse of the forcing of industrial development, protect-
ed by tariff walls, Germony znd other importers were uwaabie LG aggud-
ve Hungerien agrieulturel sursluses. hence i the years before the
war and during the war kungary moved from one asriculturzl export
crisis to another. At the beginning of the war Hungery began to
develop an artificial fidber and buna industry. This forocing of
industry was economiccaly unsound. : i
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