Vienna, September €, 1934.

Dear Mr. Phillips:

There has been no outstanding chenge in the Austrian
gituation since I last wrote you, but I have seen some intereste
ing and very well informed pecple, and some more genersl comment
may be of interest to you. I see as yet ne clarifieation of
either the Austrisn or the general situstion and I am not et all
happy when I reelize whet the latent possibilities in the situation
are.

First, I think you will be Interested to know that
the internel situetion in Austris continues quiet., There has
not been a single Lomb outrage since July 25, and 1f thers were
any people who hed doubts as to the Gormen recponsibility for
these outrages, [ think they must have been dissipated.

The trials of those arrested in Viemne and throughe

out the country for sotual participation im the putsch continue,
but the hangince are, I think, for the moect part over, but severe
prison sentences sre belnz givem to all those found guilty of
actual pertieipation. The real ring leaders, of course, got to
Germany, most of them leaving already early im the afternoon of
July 26, GSome, like von Rimtelen, Steinhausl, and Baschinger,
did not get away, but have not yet been brought to trial and
probably will not be for some ¢ime, I am forwarding e despateh
by this pouch in which I go into this, which you may be interest-
ed in reedins if you find the time. The Austrian authorities
are much embarrassed by this situation for if they put men like
von Rintelen on trial, and this I did not mention in my despateh,
they will undonbtedly tell a good deal which will be embarrasse
ing. von Fintelen has played a bip figure in Austriae. He was
asgooiated in most of the benkinz seandale of the past years.
A good memy people who have beem in close assoslistion with him
in more than one unsavory affair fear his zoing on the witness
stand. The probabilities are that he may not go on tiial for
some months longer, 1f ever.

During most of August, speeolally the last three
weeks, the tourist trefflc was considerably better end even the
Salzburg Festivals were a succees. After an empty first week
Salzsburg wae fllled to the limit of ite acoomodetions for the
following three weeks. The Viemma hotels have had an unexpeoted
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business in August. Most of the visitors are English, French,
and Itglian. IAmerican tourists have come to /ustria in very
smell numbers this year, This spurt at the end of the season,
however, while helpful, still leaves the tourist season for the
year a disastrous ones From & politiesl point of view it is

the lack of Cerman tourists, particularly the weekeond type, who
have exercised the srestest influence, and of course this situatiom
has in no sense changed and the summer touriet season ends with
the pessants and small inn keepers along the German frontler une
ha py, disecursged, snd in no sense sstisfied, for they ploce the
responslbility on the Austrian rather them the German Government.

The genersl business situstiom s no worse and the in-
creasingly unfevorabtle situstiom In Germsn; has not yet hed a reflex
here which it will eventumlly heves The tex recelpts e.ntinue
quite satisfectyry. It looks ss though the plens for tlec converw
sion of the Leajue loan will go through end the saving in interest
effected will be & considerable relief tc the Austrien budpet,

The Hinister of Finsnce and hig people sre st Ceneva snd the Chan-
cellor and the Forelgn Minister are zoing Sunday ovening end will
probaebly be thore or severel weeks. Although the press here
denies that there will be & request for a loen, I have already ine
formed the Department that it ie¢ the intentlom of the Covermment

to make clear 1ts {insuclal position and the need for further assist-
ences I do not see how the Lesgue under existing circumsiances

can do anything but lock fevoratly om the Austrien request.

The mejor factor in the internal situstiom im the
last week has been the increase In tensiom with respeet to the
Austrisn Nesi refugees in Yugoslavia, to vhose position I heve ale
resdy oslled ettention in my letters and despaichess There is
very little doubt but thet Goering, when he made hie trip to ware
ious eepitels in Southeastern Zurope about six months ago, told
the Yugoslavs that they would get a pert of Carinthias when a Natione
al Soecisliet Government ceme into power In Austria. The Yusoslavs
sre divided in their feelings and sre in e real éileme. There is
their fear of Italy, but on the other hand they fear thst s Nezi
Covermment in Austria would Lring Germeny to their fromtier snd
there is s considerable gsection of opinion there which is not sure
thet this wuld mean that they would actuslly get the part of Carine
this they covet. The linzi seed sowm in Yugoslavia, however, has
been sufficient to csuse troulle and there undoubtedly are a pood
many people there who look with s great desl of benevclence on
these Nazi refugees who went to Yugoslavis in the days following
July 25.
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The Austrien Foreign Minister tells me thet they have
definite informetion that agents from Germany have beem trying to
organize these Nazl refugees end trying to prepere the way for
action against the Austrien Jovernment from thet directiom. The
Austrian Government has gone sc fer as %o teke speclal precesutionsry
nessures ageainst any action from that direetion, I asked the Fore
elgn lnister vhether he thought the danger resl, and he said he
thought the possibility of trouble was real, but thet they were able
to take care of ite I ssked him whether he lelt that the attitude
of the Yugoslav Covermment with respest to the fugitives had beem
correat, snd he replied that uelng the usual faml langusge he
would have to say yes, but 1t wes obvious from the way he said it
that the Austrian Government is not st all setlefled with the sttitude
which the Tugoslev Covernment has shown towards tiese people,

iy oun feeling is that the number of theao fugitives
will inerease, not through the additiom of real fuglt vas, but through
people who will seek food and shelter. The supply of funds from
Gormany is slready srowlng less llberel and they ‘;:'2.11 beeome o defl-
nite burdem on the Yugoslevee The bsst sclution would be for the
Tugoslave to deliver them to the Austriens whe would, ov .gourse, iry
them, and 1t does sppear that the present temper in Yygosluvia is not
to s end them out of the country under those conditlonse That sttie
tude dees not need further comment. Iy omwn feeling is that event-
ually the Yugoslavs will take up the matter of the fugitives formelly
with the Austrien Government and thet the Austrlen “overmment will
receive them and put most of them in caspe snd ¥ry o fewe I do not
believe that the Yugzoslavs will tolerate any ection on the part of
these Hazi fugltives sgainst Austrias It would be a bLreasch of neu-
trality of so grave a nature that they would nel tolerate It mo mtter
what their gympsthies might be.

People who have been about justria e good deal and who
know the couniry thoroughly give me thelr lipressiom that the soumtry
ie as & whole much quister and that the support of the Covernment
haz been considersbly strengthened. So far as Austria itself is
concerned, therefore, I doubl whether anything will happen within
Augtria lo the nesr fulure to disturb the pesee or to glve anyone
else an excuse Lo disturb it. The Govermment ieg golng to try to
continue ite poliey of conciliating as luarge & sestion of the popu-
lation as it can, but I see slmost insupersble diffliculties.

In one of my recent letters I have mentioned the pre-
oooupation of the British with respect to theo treatment of certain
Soclial Democrats who are still held in prison or in camps. Uy
British colleague tells me in confidence that he has Jjust had ¢ long
talk with the Chancellor, Dr. Schusohnige, with repard to thise I
think he made it clear to the Chancellor that there wes & good deal
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of opiniom in England greatly disturbed over the contimued lmprisone
ment of some of these people and that it would be a very great help
to the British Covermment inm its support of Austria if some measures
wvere taken to ooneiliate the foeciel Demoeretss The Chancoellor, I

- understand, was very zlad to discuss this situstion with my British
colleague, snd went into the problem at grest lemgthe He informed
the British Minister that the great difficulty wes that the Soeial
Demoersts had never been Interestsd in mationel lines and were free
to admit this end thst it was therefore exceedinsly diffioult to

win thelr support for any Govermment whieh stood for the independence
of iustrise The Chencellor said that the independemce of Austria
had beccme, not a quertion of personal policy with him or those who
believed with him, but s matter of primery interest in t e preserv-
stion of Furopesn peece. It was therefore exceedingly diffieult to
release men from prison or the osmps who, after thelir relesse, would
have no sllesiense to lurtria or interest ln her independence, tut
who might only labor for the destruction of the Government end there-
fore, as he pointed out to the British Minister, work directly agninst
the maintensnce of thet status gque in which the British, French, end
Italian Govermments were so interested as a primary necessity for peace.

The Chancellor went on to say thet he appreciated thorcishe
ly the interest of the British Mirdster in this problex amd thaet it
was a matter which was givinz him s pood deal of conecern., He said
that he wished to do everything that the Covernment could do with
safety to coneiliate the focisl Democrats, but that before taking any
ection he would have to know thet it would not damage the position
of the Jovernment snd endanger the gemeral Earopean situstlom, He
pointed out, for exmmple, whether if the Government relessed some
of the leading Sceial Demoerats, the campaizn being cerried on by the
refugees st Hrimn, Czechoslovskia, sgainst the Austrism Government
would be stoppeds He seid if the Austrian Covernment had assursnces
of this 1t would meke thelr task s good desl easier and make them
more tranguil ebout releasing people here.

Hy British colleague wms very much impressed by this
last comversation which he had with Dr. Schusehnigg, for he says he
showed an even grester breadth of vision, falmmess, understanding,
end penetration that that with which he hed credited himes I thimk
he gathered the distinet impressiem that Dr. Schuschnigg is prepared
to go to considerable lengths with the Scelal Demoersts ac lonz as he
can do this with security as to the consequemces and in these conse-
%ucncu he is ¢ nsidering not only the effect om his own Govermment,
ut upon the general situstiom in Furope.

I have recently reed a congiderable number of articles
written by Deutsch, who conduets the Soclal Demooratic propaganda
azainst the Austrian Govermment from Briimm, and I o=n quite sssure
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you thet when one resds thls sort of msterlel one can only spmpathize
with the attitude which Dollfuss took o [irmly and ome can undere
stend why Schuschnirpg has proceeded with grest cauvtion even though
he wents to win the Soelal Demoerate here as well as to pet se much
1iberel support ec possible in Ingland and in the United Sistes.

The former Blirgermelster of Vienmm, Dr. Selts, ie now in s senitorium
insteed of in prieon and I feel culte sure thet the ‘overmment would
be glad to let him out emtirely, but he declares that as soon as he
is released he will go to the Clty Hall in Vienns and ondeavor to
tnks rossession of his offlce as Mavor t:o which he wmns clected and
whieh position he sayvs is still his. Under these oiremmstences 1t
ean be reslired thaet there is no vee in the Jovernreri's releacing
him if 1% only meanms thet he will have to bo arrested arein with all
the fuss which It would reise.

L have gone into this matter bhecaunse 1t does show some-
thing of the problens vhioh the fustrien Govarm:wt has 4o deal with
and heceuse 't Indicetes that althourh it is willing to discuss all
aspeats of the situai ion and to receive advice and in menmy waye to
be 1iberel, it 1s hermed in in most cases Ly insuperdble obstucles.

Thenew Germen liinister has net yet returned !
cure and in the Government herc they have nv definite u,"
ae to when he will oome backe The papers are carryling
that he may not come beck et all. A1l this is pure summ
when he left here thore was no definite indiestion m‘mf‘d
would "e‘:um "in & feow weeks®s I think Fupen reelizes how hhfl-
csult his mission here will be, The semtiment in the country really
in “BV(:»?' of the Government may not be m0 greats There nmay be
roal opposition in thf:s cumtry %o the Goverrment, as there undoubtedly
ise It wonuld be n mlsteke, however, to svnsider, as some {oreign
vigitors do, *:hm" t‘ﬂ.. means thet the discontented are Hetlionsl
Soeielists. Before July 25 they were s fertile ground for fationsl
%ociali st propepends, but all the Indieations are that it w'll be
axceedinzly difficult to reorgenize what dces remain of Natlonsl
Soeialist supporters into any strong movements The Covermment
elaime to hnve Informetion that the efforts from Cermemy will be
not o organize the National Soeiasll "t* alon; politiesl lines in the
future, but only in s military way. This wou 1d mesn, the Gornem
orpanizers believe, a less mumerous but more ci’faet:w Hationgl Sociale
iet foree in the eountry snd & mwore definite instrusent for the
eventusl overthrow of the loverument than the loose peliticsl organie
zatione which they hed and om which they depended before July 26.

It 1s increasingly evident {rom informatlom which reeches
me from verious sources that Dr. Sechusehnizg is meeting the situation
in a renlly umusvally cepable msnners I am not surprised, for I
credited him at the outset with greater capsecities than those attri-
buted to him by most of my eolleegues snd the people with whom he
was In conteot. I will try in this next week to find time to send
you & character sketch of him, as I realize that this, inadequate
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68 ry effort may be, mev be somewhat helrful in visualizing the
men who 1g In reslity the most importemt ficure in the Austrian
gitustion,

Cordially amd sincercly yours,

s
GSM-mip




