Vienna, July 31, 1936,

Deer lir. Secretary:

I last wrote you om July 20 and I hope that my
despatohes end letters heve given adequate background with
regard to the ‘ustrp-Cermen accord end lts mejor impli-
catione so far as they can be seen from here.

I indlieceted in my letters t hat the Austrisn Covern-
ment had no 11lusions with ro*ard to ) srr@ﬂ%ﬂﬂt fﬂu “ﬂalu
ired that the vmrkin” ﬁut of de%f~ ‘
matter, The first wn rd
ing out of the
which as wes anticipated, was verv o Some 1u
persons who had been in prison for ﬁoliﬁical of fenses were
relensed, and this included Nstional Socclsliste as Well 85
Socialists. The cases of almost 8000 wore, againet whom
agcusations for politlcel disturbances were pending, were
dismissed. The Government reslized that this was o grest
risk, for it must be remlized that the majority of these

isturbers of the politleel pemoe in Austris are really
young snd irresp-nsible persons. The Govermment felt, howe
ever, that while it was taking the risk it was advisable to
go the whole way, and it very wisely included the Soclalists
as woll as the National Socialists in the ammesty.

When the news of e amnesty ebout to be granted
reached England, two Liberal members of Parliement oceme to
Vienna by siy in order to press upon the Government the
desirablility of inoluding the Socielists. They were met
by the reply that the iustrian Government had already declded
to include the Locialists, and I don't think the Government
was particularly pleesed with the pree‘pitate trip of these
Liberal members to Vienna,
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After the declaration of the ammesty the Govermment
states that only some 240 persons remsined in prison or con-
centration cemps as 8 result of purely political offenses.

I think this figure mey be teken es correct, end I have given
you this detail to show how far the Government went in this
ernesty. The 240 who were kept in prison had really come-
mitted orimes for which, ss a Govermment spokesman ssid to
me, "These men would be glven much heavier sentences in any
country where the offenses might heve been comritted.”

Irmediately following the ammesty the eonvers-tions
for the improverent of the sommereial relstions between the
two states wers started in Vismma and ebout & week sgo 1t wes
decided to move these to Berlin and a delsgation from the
Austrian Foreign UIfflce is now there discussing with the
German authorities. The immediate taking up of these rego-
tistions was & practical negessity growing out of the accord
for so meny in Austria who have favored the resumption of
friendly relstions with Germany have done so in the hope
thet the Austriasn internal economic position would beoome
botter. It is doubtful whether they were as eager to under=-
take theee nepgotiestions st once ae they are bound to result,
at least in prectice, in disappointment for the .ustrisms.

The friendly sentiment to Germeny in Austria has been oone
centrated in such regions as ‘“tyria, Csrinthia, and the Tyrol,
which have principally wood and cattle to sell. The Jermens
are prepared to take this wood and cattle for they know that
their failure to do so will ceuse a tremendous resction agajnst
them in these regions now thaet normel relations are supposesn
to existe The Germen Goveriment, however, has no desire out
of its slender devisen to set eny sside for Austries when it
needs it so much for other countries of Southeasstern Curope
and in other partse. It is rumored, and I belleve there is
good ground for the rumor, that Germany pyoproses ihat the
Austrien Government shell teoke war materlals of verious kinds
which Germany feels it is producing in surplus quentities,

and that this shall be considered as in peyment of the wood
and cattle and ironm ore which Germeny is willing to take from
Austria, The Germsns look upon the sound position of the
Austrien Feticonel Bank and the fairly sound finenciel positiom
of ‘ustries as warranting the justrisn Government's undertaking
heavy expenditures for armements.




The arrangements which the Cermens have in mind would
mesn that the ‘ustrian Government would really be peying the
Austrisn exporters to Germany, end I do not bellewe that the
Government here has any intentiom of lending itself to sny
agresments of thet type. I do not see therefore that these
negotiations golng on in B rlin cen lead tc very muchy for
the Germens ere not disposed 10 release any devisen for
Austrien trade, and the /ustrian Government is not yet at the
point where it 1s prepared to weaken its finencial position
merely to please Cermeny. The developrents of the last few
days, as I will point out in this letter later, do not ine
crease the possibilities that these negotistions will teke
a favoreble turn. Something will be done, for it is essen-
tial from the German point of view that they should at least
meke the appeersnce of eoneessicns to Austrien exporters.

In prpeotice I amx confident that there will he no
repid improvement in Austro-Germen trade and this will be
bitter but good medicine for some big end many little people
in Austria who have been so sure that normal relstions would
be followed by a period of prosperous trade with Cermeny,.
It is difficult to beliove that it cen be true that even
businessmen of some importence in fustria hold illusions with

regard to the Germen egonomic situetion when they are so
close to it end ghould be so well informed.

There has been 8 good deal of telk recently that the
Austro-German esccord was sccompanied by seoret agreements
and understendings, smong which was en agreement that Austrias
shell immedietely raise and equip four Army Corps and also
that Austris has given definite assurences not to resort to
restorations The first of these rumors is, I believe, entirely
without foundetion and I can find no substantiation for it.
There is no reasom to believe that Austris will in the future
strengthen its Army considerably or proceed with an extensive
ermement programe Certein industrial interests in ‘fustrias,
because of the more favorable finenoial position of the Govern-
ment, heve been insisting on a re-armament progrem to stimulate
industry, but the Govermment has resolutely set itself ageinst
thiss The Army is being strengthened very graduslly as a
result of the program of "obligetory work service"” decided on
some months sgo, but the mejority of the young men sre being
recruited into labor eampe rather then into the ‘rmy, ez the
Government indicated at the time would be the cese., Schusch-
nigez is a prudent mam and knows that no army that Austria
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could reise could serve it in ocase of aggressiom. He is
therefore not interested in buildin-: up & big army either to
please the Germans or certesin Afustrian industrielists.

8o far as the second rumor is concerned, of a secret
agreement on restoration I feel enually sure thet it is withe
out foundetion. Ho agreement, open or secret, iz needed on
restoretion, as I have indicated in my previous letters. The
very faet thet the Gormens and Austriens have made this sccord
and that the Austrien Government knows thet Uermeny is unaltere
ably opposed to restoretion 1s enough to keep that question
in the beckground ss long as the sccord hes any foree whetever,

I havpen to know that before the ‘ustro-ferman sgree-
ment was comoluded Schuschnigp took advice from meny people
in whom he hes c¢confldence, and one of the things which he
was warned ageinst was the making of any agreement which had
sooret olsuses or understandincs. He wes told thet no such
seoret clauses or understandinge would remesin secret and that
if he made an agreement everything aectuslly agreed upon must
be mede public as the Austrian position would through secret
agreements be more definitely prejudiced than ever. Th
indications are that this advice was in acoord with ichusch-
nigg's own feelings snd that there are no secret agroements
in connection with the accord. I mentiom this because
there are persistent rumors as to theee seoret elauses.

The disturbences which took plsce whem the "Olympic
torch” was carried through Viemma on the evening of July 29,
on its way from Olympia to Berlin did a good deal %o clarify
an unfortunate psychologicel position which was bound to
arise in Austrie, and to s degree in Germeny, ss & result of
the accord, end I think this is sufficiently importent for
me to give you some background.

During the yeer preceeding the murder of Dollfuss on
July 25, 1934, the Nazi disturbers of the peace were tc a
degree encouraged by the faet that the police, judieial
authoritises, and memy of the Austrian officials throughout
the country feared to tske real asction egainst these people,
not being sure that = National Sooimlist regime mightnot in
the end come and thet they in turn would then be merked for
disrissal and punishment, This resulted in wvaclileting sctiom




end inadequate punishmomt of real disturbers of the peace
and it culminated in the murder of Dollfuss., Then the Cov=-
ernment took energetic astion and has been doinp so during
the lsst two years, with theeffeet that there hsve been
prectically no disturbences of the peace by the Nszis during
two years. ©Since the Alustro-Germsn secord of July 11,
there has been agein uncerteinty smong the police and offi-
ciels and to = degree among the populatiome They did not
know how seriously the Goverrment's prohibitiom further of
the Hational Socielist Farty was to be tekem. There was
bound to develop a feeling among a part of ithe population not
Bazi that the accord might in reality only be the beginning
of definite German penetration. There wes therefore after
the accord practically the some situetion which existed be-
fore the murder of Dollfuss.

I had myself great fears that if this period of une
certainty lasted any length of time the National toeclelist
novement in ‘usbrias would gain mopeontum snd that i1t might be
diffieult for the Govermment to sssert itself. The dig~
turbences therefore which srose on the evening of July 29,
when the Olympie torch peassed through Vienna, were slmost
providentisl for the ’ustrian Coverrment. These incidents
are desoribed in detall in my despstech No. 848, of July 31,
so I will not go into them hare excert to state that the
parads preoeeding the eeremonies at the Hofburg snd before
the Uofburg itself was disturbed by well orgenized groups
of Nazls endeavoring to sing "Deutschlaend Uber 4llss™, the

"Horst 'essel Lied" end oallsof "Heil Hitler", I% was obe
vious thaet it wes s carefully orgenized demonstration and
even the neme of Fresident liiklas when mentiomed b one of
the speskers was the ocossion for real disturbsrces. lLater
on in the evening croups of rowdies attecked a few Jewish
shope in two separate parts of the city. The Government
took immedieste and energetic astion and some 500 to 700
persons were arrested, Among them were found guite & num er
of persoms who had just been released from prison or cone
centration cemps, quite a number of German citizens, snd
most of them were young and irresponsible slements,.

Perhape nothing coulé have happened whieh will more

¥
strengthen the Austrien position or clarify the situation
here. If nothing hed heppened such as this incident, the
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the position here gave every promise of growing steedily
worse. These demonstirators, if they knew whst they were
doing, which I doubt, could not have served the German
ecause worse. The meny arrests end the determined setion
of the Coverrment, its stron- declaretic-ne in the press
following the incident end the reeent speecheg of the Chane
cellor, which are beinz reported by the Legetion, leave no
doubt es tc what the sttitude of the sustriamn Uoverrment
will be. This incident will serve to show these irrespone
sible disturbers of the pesee that the Government will pro=-
ceed ageinst Sstiomel “oeielist disturbences ss vigorously
as before and it is fortunste that the stmosphere has been
clerified so early after the agreement,

I doubt vhether the disturbences ebove recited were
incited by mmy reeponsible Party or Govermment cireles in
Berline Such disturbances so so'n after the =ccord would
rob it of all the velue which Germany wishes it to hsve in
strengthening its negotieting position. This belief that
these disturbances were not the work of responsible quarters
in Berlin is strengthened by the reports of the incident
given over the Cerman radlio and apprcering in the Cerm-n
pé¥ss, which steted that the dlsturbonces were caused by
Harxiete and Jews. This, of course, was entirely diffsrent
from the real frete for the -oolellsts end Jews had nothing
to do with the disturbances. It is interesting that elthough
the Soolerlists ¢re a forbiddem party in ‘ustrie, the - ustrien
Governrent and the wustrien press did not lend themselves to
these frlee reports tresnsmitted over the German redio end
propageted by the Cerman press = strong as the Government
is speinst the Soclalists.

I do not like to burden you with detail, but certein
detall is alrost necessery to aprreciate whet some of these
things moen in these disturbed ocountries and I will recite
you an incident which gives an ldea as to the type of people
who causedthese disturbances on July 29 here. I made a
long promised visit to Countess Seherr<Thoss at her home nesr
Elagenfurt in Cerinthis over the lsst week-end. She is, as
you know, the deughter of Hemry "hite and the &ister of Jack
Vhite, our Comesul General in Celeutta. Her husband belongs
to a well known fsmily in Germeny snd she lives most of
the year at thoir caetle in Silesia. She is of course a
Germen, and spends the summer here in Austrie in Carinthia.
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On the dey thet the smmesty wes proclaimed, I was with her
in her oer which has a German license, in front of the rost-
offiee in Klagenfurt, Two yvounrs wen, probably about tventy,
dooked at the German license on the cer and after telking
with each other one of them came and opened the door of the
car and seid to ne "Where is your Hackenkreuz?™ I eould
hardly believe that I heard properly so I sasked him what he
eaids He replied very energetically and in a nasty wey with
the seme cuestime I agaln hardly believing my eers, said
to the young man "We are strangere here and I think you will
wish to mind your own business", To which he renlied, "But
thie is & German cer, and where is your Hackenkreuz?". IHe
wes 80 of fensive that in splite of my desire to do nothing,

I felt that I could not permit him to annoy Countess Seherr-
Thoss in this manner so I pot out of the car and s young man,
who was in my car behind, took one of the boys who had done
the talking (the other ren awsy} to the nearest policeman

to whom T relsted whet had happened end saild that the political
aspeot of it did not coneern me, but that I thought he would
want to know thet the young man was disturbing strengers and
as he seemed like @ very foolish young men, his parente and
the authorities should know whet he was doinge T #aid, how-
ever, that I did not wish to meke any complaint against him
end that if the policeman srrested him it wez not to be et
my request,

This yvoung Auetrisn boy, who took it upon himself to
molest two strenpere in 2 German car, whom he probebly took
to be Germens, end to tell them what their duty was typifies
the psople who meke this trouble in Auetria, lost of thenm
are young, completely irresponeible persons who do not reald
what they are after and whe have no idea that they are dise
turbing the peace of thelr country and of Hurope. You will
forgive me for interpolsting this incident, but I know of
no better wey to give & ploture of these people.

“ &

In my opinion, nothing more fortunate for Austris
eould have happened than thie incident on the 29th. The
press ocorment has been wvery strong and hes emphesized that
this incident may ocormpletely destroy the good effeect which
the accord might hove. Considering the temperste tone
which the Austrian prese had essumed since the eccord, the




comment on these inclidents is extraordinerily strong and
shows a healthy state of pind ir Austria. The Chenecellor
has hed occasion to spesk in Klsgenfurt since the incident
end he left no doudbt whatever that the Coverrmert will pro=
ceed with the utmost vigor egsinst disturbers of the nesce.
If it is true, =g some helievu, thet although the “hencellor
had no illusions with regsrd to the ‘ustro-fermen agreerent
e navertheless more or less sew in it the only course

stria t- follow, it ig clzar that he has no }~rt,~
lusions., ‘Those who see in the incldents s weake
Chanoellor's position and e strengthening of that
Ztarhemberg, are I believe mistaken.

There have been te“t rumors in the lsst week
that the Chaneellor would m, that he was goinr to
marry, thet en elmost comp y Nezi Covernment wes coming im,
end prectieally complate f the new Cablnet heve been
glven to me from vari UE BOUrces. I heve had no coni
in these rumors, for 1 know the Chencellor too well io
lieve that he would resign so soon after the sccord.
he may be thinking of marrying again is guite natursl,
there is no reason why he should not ss he is e young
who leads s very lonescme privete life. The young women
in whom he is interested is a very fine persomn to whom the
Chancellor hes been dreswm by their common love and aprrecle
atiorn of musie. The probabilities esre that if he does
marry there would only be more feminine influence 1o keep
him in the Government. There may be further changes in
the Covermment im the fall, but whatever probability there
wae of a Hationsl “noialtst being tﬂken !Ptc the Covernment
it now feirly w
much chenges.

m @

Cerman pressure and
Indications were 1

the Germen nej etions which it hoped to carry through.
The orob9431 sre that it nill be slowed up even nmore
NOWe

Papen is a2 very disappointed man. Ie has been given
the personsl renk of *muasﬂaSQr in charge of the German
Legation here, end he may overtually set out of it that
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precedence in the diplomatic corps which he has =2lways
wanted. But it is not the rewerd which "e wented. I
know that he wented to zo to London end felt sure that he
would get thet post. It wes neecessery from the ©eorven
peint of view, in order to rake the baekground of the
gocord look right, to give him & promotion, but he isntt
liked in derlin eny better than he wes and they geve him
the least they coulde There are those who see in his ele=
vation to the persomal rank of /mbassedor his assuming a
position precticelly thet of a Viceroy, here, but I thimnk
the position is far from having re-ched that stage and that
Papen so earneetly desires London ie itself an indiecstionm
that he does not see the position here ss lmwportant ss

that of Vieeroy,.

The Itelisns have had to show what en importent pert
they played in the negotiation of the aceord and Fresiosi,
the Italian Hinister here, is slso to be made an Ambessador
and will probaebly go to Brussels. His departure from here
will not change the position in the Itellan representstion
eg Morreale, the press attsohé, who is en intimate friend
of lussolini, will continue to run the Legation behind the

scenes.s The Italian position here will in some weys suffer
if Irofescor ‘ulata, who is here as hesd of the Italien
Cultural Institute, is nemed to succeed Freziosi. Salata is
quite an o0ld man, who hasg not susceeded in gaining much
respeet or ¢ nfidence here and he wlll certainly be e less
desirsble figureheesd for Itely then Preziosi who himself ie

a man of meagre atisimments, greet lack of tect, sand for whom
few tears will be shed in sny guarter in Vienna,

The recent recognition by “ermamy of Itelisn sover-
eignty over ibyssinla through the withdrawal of its Legstio
is considered by some here to indicete that it is one of
the prices Itsly paid for the Austro-German seccord. This
may be so, but I still see the background of the accord as
I have outlined it in my letters of July 2, July 8, and
July 12, The Natiomal Socielist disturbemess in Vierna
on July 29th are not going to plesce Rome any more than
I believe they please Berlin. Rou. wants the acoord to
keep the Austrian question out of the pioture for the precsent
and elthough Rome had no 11lusions thet the a¢Z:. ¢ removed




Austria definitely as # problem, she d1d not expeet trouble

8o soon., The Italien Legetion here must know and must heve
reported to Home that some of the epents of Goebbels have

been here in fustria in increassed numbers ever since the

sccord was signed, and that these disturbences are probebly due
to encoursgement giver %o irresponsible elewents here by the

2 ents of Goebbels, The Italisne kmow thet Gosbbels belongs
to that irreconcileble wing of the Hazi rarty which even Iit=-
ler has not been able to thoroughly control, Certainly

the faet that Austrias has been obliged to teke this radicel
sotion against Nazis so soon after the accord was signed doss
not help to eclear the way for the Locarno comversations and

for conversetions oh Yestern ‘uropesn security which Cermesny
and Italy both desire 1f carried on under conditions which
they wish to creste, DBesides this, the Spanieh situotion
does not help, and I do not see repld developments.

The Germens want the Olympiec Games out of the wey
end the atmosphere created by them to have time to work.
Then in September they have their big, annual Perty meeting
at Ruremberg. Both the Itsliens and Cermens are endeavori
to push the conversetions well into Oetober. My own feel-
ing is thet the Germen negotiating position, while it hes

ng

been somewhet improved, is not brilliant and it iz alwost ss
diffioult still for her to sit down st the conference iteble
as it was to answer the British questionneire.

You heve more precise informmtion than I concerning
the conditions which Cermany and Itely aresetting up for
the negotictions which Englend is fosteringe. Ome thing I
think is clear and thet is that every effort will be mede
to isolate Russis snd there is ressom to beliewe thet the
Germans are holding out some hope to the Czechs of e ten-
vesr agreement provided the Czechs give up thelr Russien
agreement., The Freneh realize the denger for the Czechs
are very nervous, snd Uelbos has just indicated thet France
at all costs intends to msintein her allisnces and thus
give backbone to the Czechs.s The efforts of German diplo-
magy, however, are pgoing to be direscted towards this isoletion
of lussiae
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You will remembar that in e letter to Ir. FPhillips
some time sgo I reported s sonversstionm which & friemd of
mind hed with the then Under secretary, von Bilow, in the
Foreign Office. When this friend said to von Bilow that
it was believed in many guarters thst Germeny end Japan had
a secret agrecement, Bilow replied that there was no agree-
ment and none was necessary. 'When Japan will be ready we
will be ready and when we are ready Japan will be reedy.

We need no agreement”, I st1ll bellewe that this repre-
sents the true stete of sffeirs between Germany snd Japen

and that the conversastions which started between the Japesnese
Hilitary Atteohé end the German Foreign Ufflee when I was

in Berlin led to some such understending. This is sone-
thing I think we must keep in mind in connection with these
European problems which give so much concern, Germeny

feels that Japan will be ready whem she is, and be with her.

I had & conversation with e friend here which I
believe would be interesting to youe He is an importent
Austrian with very close conneotions in Germany end he told
me in striet confidence the other day that ebout six weeks
ago one of his best friends in Germsny, whose name he
mentioned but whioch I think it wisest not tc put on paper,
had hed & conversstion with Hitler., The conversation had
been erranged through Schacht who wanted this men, for
whom Hitler had respect, to give Hitler some informetion on
the Germen economic situation and the impossibility of Cermeny
to fight ¢ war now, This man told Fitler that Germeny could
not fight ¢ war now with hops of success as she had reither
the momey, friends, nor raw msterial neeessary to sarry it
through. Is told Hitler that it was therefore mot wise to
give all thig devisen for the rearmement progrem when some
of it was so needed by industry. Hitler beecsre very angry,
interrupted the men before he could finish his story, and
left the roome This, as you know, is & favorite practice
of Hitler when he has to heer things he does not like.

This Cermen t0ld my Vienna friend thet he felt sure
that he would get 2 visit from the GRETAPO thet evening.
Instead lete in the evening he got word that he was to go to
see the Chencellor agasin the next morning. Vhen he arrived
Hitler came into the room and I am trenslating as sccurately




as I can what he said, "Yesterday I wes very energetie
with you but I celled you this morning to tell you that I
do not doubt that what you told me you thought was in the
best interest of Germeny.”

My friend pointed out thaet 1t wee Iinteresting thet
Hitler did not express sny egreement, but thet it wes most
signifiocent that he should have this men come beck. Ny
friend sayes thet Ilitler is rilder, less vigorous, and
while not sick, shows obvious signs of fatigue.

My friemd pointed out thet the signifiocance of the
above ineident lies in its interpretation in eonjunection
with what one learns from other soursces to the offeet that
it 1s being borne in on Hitler on all sides that Germany
is not prepared to underteke war with a major power now;
that he ies lesrning thet others osn bulld as much and more
then he, end faster; that he has mistaken :nglish feirness
end a lack of desire to perpetuate iniquitles for imglish
approval snd friendshipsy that he realizes the imporisnce
of British ro-sarmement snd does not under-sstimate the
military powsr of France nor over-estimete thet of Italy.
These ideas of nourse we know have been borne in on Hitler
by the Army which has been against any war before Cermany
is ready.

It would be interesting to know how mich these ideas
have resched and impressed Hitler in reslity. It is diffi-
onlt for informmtion like this to resch a men like iitler
and because of hie strenge mentality we lmow that he is ale
most impervicus to such idess. There is, however, resson
to believe thet the faot thet he cannot meke s wer now with
success has penetrated and this may be one of the reasons
for his extraordinsry sotion in recopgnizing the independence
of rustrie for the time being and for the willinguness to
negotiate,. It does not mean, however, thet Germesn efforts
to negotiate on her own basis will abate, end we are colng
to see more and more the Itelien cooperetion for the irmed:
ate present.

With respeot to the formation of the bloeck whieh
ingland end the ‘‘estern Powers nre endesvoring to awvoid,
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it is interesting that s well known German said to me a
few days ago, "Why should we be interested in e Central
Europsan bloe? It would be folly for our Government to
permit itself to be foreed into sush e position. It
would be e bloc besed on Germeny, Italy, and other wesker
countries without money, without oredit, without raw
materials, or without control of the seas.” Iow mueh
this idea is held in responsible “ermen eireles I sm not
able to say, but it is certuinly held in leichswehr elrcles
according to the best informetion which I have,

One of my friends hes just returned from London
where he had very interesting conversations with Hoare and
other important people in the Government., He gives ne
the most reassuring informetion with regard to the Dritish
position. He geys thet lioare made it olesr thet in spite
of the emphasis w ich inplend was pgiving to the western
position, she hed no illusions about the darngers in Centrel
iurgpe and what thet position meant for her, Iie seid that
Hoare told him thet ‘mglend wes poing to do sverything in
her power to arrive at a gglution by negotiation, but without
illusions sand wes poing to scoelerate the armament program
as rapidly as posgible, and when it became neeessary, would
assert herself, The negotiation would provide the time
‘o enable ‘nglend to get ready end make up for the mistekes
vhich had besen rade,. Time was working, Hoare thought,
in favor of pesge ra'iewn ghan were I told my friemd I
hoped that the -nglish were right, but that in the
things had a wey of happening pretty fast in this
the world where we ars and thet it was here that ¢
danger to inglend and Europe lay.

Another friend of mine hes just returnmed from ingland
vhere he sew important people in the Foreign Office end In
Farliementary circles who told him roughly es follows:

e were led into mistekes becsuse we got bed advice., The
City €o0ld us thet the senctiomns would bring bankruptey in
Itely in & few weeks. Our army experts had told us that
the Italiens would heve no chanoe in the long run with the
Abysinnians, Our eir foreoe experts told us thet the Itzle
iens would not be able to do much in the air im Abyssinia,
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Our diplomets were for the most part wrong beceuss they
told us that all Furope was roing to be with us, Ve
ruessed pretty well wrong 8ll slonz the line and now we
have to face the oconsecuences, give Itely a freer hand in

& way that hurts our pride as few can lmow, The only thing
for us %o do ie to gain time snd in the meentire arm so
thet we cen reestsblish our prestige and probebly still
impose pence,”

To my wind if it is true that GCermany, thet isg, Hitler,
realizes that Sim Ann« __,ht a gucoessful wer now or in
the nesr future, this he preatest safeguard to peace
we cayu heve. I am not sure, however, to what degree this
has reelly been borme in on Hitler and to whet degree the
ides has penetrsted and may control that streange mentality.
As far ss one oan safely go now is to ssy that there are
appearances thet, although more ensrored tharn ever of thi
“u” wayr meachine whigh Jermany has 5111% up, he vmriiﬂwu
tha 'ﬂrm&ﬂy is not yet in a position to use it with s hope
of sucoess

But, as [ have so frequently rer-rkzed, dlctators
are dangerous wherever they may be found and I do not be-
lieve there can be pesce in turope as long as these dictetore
ghipe exist or until they ere restreined to a degree thet
we do not yet see in prospects The two principal dietators
in turope do not like each other any better than they did,
but this will not keep them from using esch other, ss we
heve seen in the past six months. And just in thic lles
the dengere Thepeople in these éictatorsbipﬁ are rmte. A
machinery of Government hes beer built u§ which represses
all expression of will of the people who want pesce just as
much as the people in the demoerscies. Tor the present
these two dictetors spesk respectively for sixty-eight m'l-
lion and forty-one million decent reople who love pesace hut
whe blindly believe that the d*c%r(nrs have regenerated ¢
eountry and will lead thex to m~v gatizfaction, end scon-
omic ease. In the demoeracics of .urope where people love
peege perheps even rore, have no aims agsinst neighbore!
security or territory, and only long feor sevufhty, the gove
ernments cenrot speak or act with the same authority for all
the dt=oP®® grounds of public opinion are voeal and aoctive
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and must be heard, In diffioult tires like these the
dietatorships possess an imrediete, 1f temporary, adven-
tage., DBut it does tend towards their being sble to inpose
their will to oreate new situations which will in the end
be just as desnpgerous for pesce as the one which they are
trying to upset.

e are seeings enother one of the waeys in which these
dictetorships are danpgerous to peace. 2 few weeke sgo we
had no thought that the situetion in Spain would develop into
g resl internmational danger. That the sympathies of Gerwany
and Italy were with the foroes aspainst the Spenish Goverment
wag clear and that the symponthies of nmplend end France were
with the Covernment was equelly clear, The democretic
Govermments of .ngland and ‘'rance, however, exercising the
restraint which conirols in democracles, did not teke zides,
but it now seems pretty clesr thet wvery poorly concealed
aid was veing piven by Itely to the forces against the Gov-
ernment and that hed not it been for this being dideovered
in time through the foreced lsnding of sore of the Itelien
plenes, Germen help would rapidly heve come also, Diotators
will mereh in where democrscies wlll fear to tread.

I sm not eble to determine from here what definite
basis there is to the reportes that Franco had agreed to
give the Itelians a naval and eir base in Mejores which
the Germens hoped to share, but it is clear that Frenco
would have to pay & heavy price for Itelien and Gerraenm aid.
#ith Italy or Germeany having e foothold in lisjoreca, the com=
munications of France with her Africen colonies would be
seriocusly menaced and with a Frenco Government in Spain sghe
would heve an unfriendly govermment on another frontier,

It is no wonder therefore that both Italy end Germany who
both wish France to be weskened, should sympathize with the
Franco forces.

My own impression, however, is that now that the
Italian hand hes been foreed so early, they will draw back.
taly 1s not ready to desert the Western Powers nor to throw
her lot definitely with Jerreny., She is going to continue
to play with both sides, but during thie neriod of neogtietion
4.

vregceeding the rprojected loearno meeting, Wwe can, T sm sure

o




look to oonstant evidenoces of Italo«Cerman cooperation,
Italy will protest that there is no Central European bloe
end thet ehe hae ne intention of forming s pert of one.
Germany will protest in the samo direeticn, but all her
efforts will be direoted towards the oreating of conditions
which will leed to such & “lee. The way in vhish the
Spanieh situation déveleps will row becowe en lmportant
fector.

I ar teo fer from the epet to offer you sny soourate
foroceet op tho dewalopments L» Zpetxn, but my impreesiocun is
that 1f 11 the powers meintelr striet reutrslity the Govern-
ment will be ebls 1o reeastablich ordor emd st the Scmmune
istic elemwente whose gooperstion the Govermmert has used,
will ve nut down, On the ether Lapd the penllion of the
Government was 3ifficult enough before this Jivil Yar, so
thet 1% wi)ll undoubtedly eontinue to Lo 2iffleult 1 1%
oomes out om top. Under eny oircumstenses a 4i1ffioult and
in sore ways darearous situstion in Spein soers shead for
some time,

Hare inm Austrie, a3 I tried to ghow in the first pert
af this letter, the situation e somewhat alarifisd, ud
future developmerts must bg forecasted with reserve. Ve
know meow thet the Gevernnent iutends 4o proceed spe'nst Natione
al dooislist disturbers with snergy. On the other hand, the
Hetiomel Soctalieds ars ensourazed n splte of tha setiom of
the Govearnment, and National Seclalist netivitios within
the eomiry are beund %o incrouse under cover. Tho so-
eallod nationally minded elements, which have been and nre
in fevor of olose cooperation with Germany, sre also found to
grow in strength, bt I remain of the convietion that rost
of these etill are attashed 4o the 1des of an indenendent
Austrin, I sea thesa 3o-0alled nationally minded olemente
paining slowly, dbut feirly definitelyr, preater Imfiususe in
the Covermment., T anm %0ld that ths next step mey be the
oregtion »f & mew Ministry vhiol: will be Ymowm oz the XMnisbe-
srium fiir Standisehe ’ufban und Verfassung., It is diffioult
to trenslete this, but 1t means s Ministry Tor the devwolopment
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of the Sté@ndische Staat end the Conmstitution. I am told
that if thie Jinistry is crested it will have little funoticns
and that 1t 1s to be created principelly to make a plece for
gnother netionally minded Austrien 'n the Government., It

is poseible thet Schuschnigg mey in the end be engulfed by
the forces which the iustro-Germsn accord hes set into motion,
but all the Indleations are now thet he will meke g valiesnt
strugele. #het the outoome will be no one can yet tell,

In the meantime, however, I do see the strenpthening of
economic penetration in Southeasternm -urope and e str

ing of her politicel position in those countries, and

is not condusive to the holding besok of German ‘nfluence
sustria.

To o B

Ag
will continu ¢ be noed and

ments in the m:jor situstion beyond he

This is a very lonz letter, but T have teken the
f imposing it om you in the hope that these more intiw
observetions and comments mey be of interest to you
terpretetion of the pgenersl position over here. There
nothing which I can see for the moment whieh we cen usefully
do to influence the situstiom in this distressed old world.
‘e have our cwn rroblems at home which are difficult enough,
but whieh we have every ppospect of solving pescefully
succesgfully, and I cannot view the situation over here
the same optimisme I often wish that I could see sorething
thet we could usefully do to influence the situation over |
bt ¢ Tar sy I can see, the most useful contribution we cen
meke now is to continue to »ind our own business, ae before,
end to maintein thet attitude of reserve and of not allowing
the wool to be pulled over our eyes.

0

Tiith all pood wishes, believe me,

Cordielly and sinecerely yours,
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