
Vienna, August 4, 1936. 

Hamilton Flan .Armstrong, Ksq»t 
c/o Foreign Affa i re . 

25 West 43rd s t r e e t , 
New York, N. Y» 

Dear .Armstrong: 

I have been wanting to w r i t e you ever eince my 
re turn and to keep the promise which I made you, bu t 
I have hafts my hands f u l l , as you w i l l probably 
aj>preciate. I stopped in London, Brussels , P a r i s , 
merlin, and Prague on ay way to Vienna, and I saw 
in t e re s t ing people In a l l of these c a p i t a l s . The 
re su l t of my talks was p r e t t y discouraging, for i t 
was qu i te clear that ne i ther England nor France 
would more i n the case of aggression agains t Aust r ia , 
end I t was qui te c l ea r also t h a t , although responsible 
people l a France in s i s t ed tha t they would s t i l l etand 
by the L i t t l e Entente i n t he ease of aggression, France 
was not prepared to move end laost l ike ly would no t . 
The road to Vienna was quite cer ta in ly opened to 
Berlin and there was no doubt but t h a t the L i t t l e 
Entente ' s support in Western Europe was most shaky. 
I found a general recognit ion of how important the 
Central European pos i t ion i s to peace, but a l so a 
feeling t h a t for the moment there was l i t t l e to be 
done about i t , no matter what Germany might undertake. 

The extraordinary pa r t of I t i s , however, t h a t , 
although the circumstances which Germany had been 
looking forward to enabling her t o take def in i te 
act ion with respeot t o Aust r i a to a l a rge degree 
ex i s t ed , she was not able t o a v * i l herse l f of them, 
for other conditions had ar isen which made aggression 
jus t as d i f f i cu l t as before . I wi l l not go into 
t h i s pos i t ion , for I am sure you a re thoroughly 
famil iar with i t . 



I found when I came back to Vienna that the 
Government here and tho countr ies in Southeastern 
Europe genera l ly had, as a r e s u l t of March 7th, been 
obliged to take stock, and i t was so t vary sa t i s fac tory* 
They real ized t h a t they were more than ever on t h e i r 
own, and began to look around t o sea what they could 
do. Tho German economic penetrat ion in most of the 
Southeastern European s t a t e s hod gone so far t h a t i t s 
coming t o p o l i t i c a l domination seemed to he more than 
ever i nev i t ab l e . Here i n Austria Sohuschnigg got i n 
touch with Mussolini and f ina l ly saw him at Hooca 
del la Gainmlnate. During t h e i r meeting Mussolini 
made i t c lear to Sohuschnigg t h a t he was no longer 
opposed to a Vienna-BexJLla agreement i f i t could be 
made on the Austrian conditions of independence and 
non-iramixtton* lie a l so said tha t i n his opinion 
res to ra t ion was out of the quest ion, as i t would cause 
trouble in Europe which both Austria and I t a l y wished 
to avoid. This conversation showed Sohuschnigg that 
I t a l y and Germany had a l ready agreed t h a t a Vienna-
Berlin accord• should come into being, and under those 
circumstances he knew he could no longer r e s i s t an 
agreement provided his two main conditions were ne t . 
On the other hand, Sohuschnigg had to rea l i ze t h a t the 
weapon of r e s to ra t ion whiah he had taken out and 
furbished would have to bo put back i n the scabbard, 
for with a German-Austrian acoord and with Germany so 
d e f i n i t e l y against r e s t o r a t i o n , thore was no use 
thinking about i t f u r t h e r . 

These conversations for normalizing r e l a t i ons 
had, as you know, beon going on between papen and the 
Foreign Minister here for over a year . They had made 
no progress what ever , because Germany would not agree 
to the two major Austrian condi t ions . When Sohuschnigg 
returned frbm his v i s i t t o Mussolini, Papen came 
almost Immediately t o see him and informed him for the 
f i r s t t i n s t h a t he had t h e FUhror's author i ty to say 
tha t tho Austrian conditions of independence and non-
immixtion would be met* Sohuschnigg saw tho hand
writ ing on the wall and, although he feared such an 
agreement and had no i l l u s ions whatever with regard 
to i t , there was nothing he oould do but to look 
pleased, and tho ac t ion was p r e t t y rapid* I may t o l l 
you though that up un t i l tho morning of July 11th the 
Government here had the feeling tha t a t t h e l a s t 
moment tho negot ia t ions would break down, as H i t l e r 
would not bo able t o publ icly make a statement on 
Austria*s independence, even i f he did i t with his 
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tongue In h i s cheek, but Papen came back t h a t morning 
and rtien Schuschnigg s t i l l stood firm In refusing the 
counter«»eoneeaaions ?/hich Germany wanted, he said he was 
prepared in any eTent to make the agreement. By noon 
i t was paraphrased and a t nine o 'clock in the evening 
i t was announced over the Berlin and Vienna r a d i o . 

There are a l o t of people who blame Schuschnigg 
for making th i s accord, but you w i l l r ead i ly appreciate 
ha could do nothing e l s e . While the people here do not 
want Anschluss, they do want fr iendly r e l a t i o n s with 
Germany; f i r s t , because i t i s na tu r a l ; and second, because 
they hope to get economic advantages out of i t . I f 
Schuschnigg had refused to make the aeoord, with the 
main Austrian conditions met, he could not have held 
h i s pos i t i on , and the Government here would have been 
followed by one p r a c t i c a l l y In the pockets of t he 
Germans* Beside t h a t , h i s one good and great f r i end , 
Mr* Mussolini, had told him the time had come to make 
the agreement. Although the French and English were 
not happy about i t , they would have been the f i r s t to 
c a l l Schuschnigg a d is turber of the peace of Europe 
i f he had not made i t on the Austrian conditions being 
met. 

The I t a l i a n s wanted the agreement because they 
wanted as far as possible a l l po in t s of difference between 
Berl in and Rome out of the way, so as t o give I t a l y 
grea te r negot ia t ing power with respect t o the Mediterranean 
and for g e t t i n g the money she needs a t home and i n 
Abyssinia. I t a l y has no i l lus ions - at l ea s t not Mr. 
Mussolini * that the accord is a guarantee of Aus t r ia ' s 
independence, but i t does r e l i eve t h e I t a l i ans for the 
time being o f the watch on the Srenner, makes the Berlin*. 
Home cooperation a l o t ea s i e r , and gives I t a ly l o t s of 
elbow room in other d i r ec t i ons . 

Germany wanted the agreement because in her way 
she needed I t a l y , and i t made i t pos s ib l e t o turn the 
more o r less negative cooperation between Rome end 
Berlin I n t o something more p o s i t i v e . Germany wee i n an 
impossible pos i t ion v i s - a -v i s England and France and 
could not answer the memorandum, and t h i s was hur t ing 
her with her best fr iends i n England. With Austria 
out of the way, Germany was able to say "Why pake a l l 
t h i s fuss about Austria and t h e memorandum when you see 
how we s e t t l e these th ings?" Germany saw the Locarno 
meeting planned for July 22nd s ta r ing her i n the face 
with no i n v i t a t i o n to go there , or at l e a s t no p o s s i b i l i t y 
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of going t h e r e , and with the th rea t of the provisional 
arrangement between England, France, and x3algium turning 
into a permanent one. She had to Imp r o w her nego t ia t 
ing pos i t ion and the Austro-Geruan accord was the best 
way ou t , for af ter a l l , from the i r point of view, i t 
could be renounced a t any t ime. Even at t h a t , however, 
you can imagine how Hi t l e r sweated blood, and he 
hes i t a t ed time and time again before he f ina l ly gave the 
word* I had lay own doubts as to whether he would be 
able to b r ing himself t o t h i s , f o r , af ter a l l , there 
had been three points on which he had heretofore refused 
to be equivocal, i . e . , the Jews, Aus t r ia , and Russia. 

I do not think anyone had any i l lus ions about the 
accord i t s e l f , and ce r t a in ly no one here who thinks 
accepts i t as a guarantee of Aus t r i a ' s independence, 
although, strange as i t may seem, I sometimes think 
that no matter what happens now the semblance of 
independence will ba l a f t to Aus t r ia . Germany and 
I t a l y fos tered the agreement, both for reasons of t h e i r 
own. 

I feared tha t d i s in t eg ra t ion might be p r e t t y 
rapid i n Austria as the r e s u l t of the agreement, for 
i t ereated somewhat the same psychological s i t u a t i o n 
whioh exis ted during the year preceding the murder of 
Dollfuss. During tha t year t h e Nasi a c t i v i t i e s 
continued and were d i f f i c u l t to put down, because t h e 
pol ice and o f f i c i a l s were not sure what the a t t i t u d e 
of the Government was and f a i t tha t a Nazi regime might 
come end thay would be the f i r a t to suffer* The 
r e s u l t was indecis ion and uncer ta inty that culminated 
in the murder of Dollfuss. I f e l t t h a t a f t e r tills 
acoord we would have the same pos i t ion and uncertainty 
and that i t would r e su l t in things ge t t ing worse and 
v/orse and in the end in the formation of a Nazi 
Government here . The disturbances on the evening of 
July 29th when the Olympic Torch passed through Vienna 
were therefore r e a l l y a godsend for Aust r ia , because 
they gave an opportunity for the Government t o act-
ene rge t i ca l ly . The amnesty which had been proclaimed 
was a very wise and generous one, and the dis turbances 
on the 29th showed how unconverted these people were. 
Hundreds were ar res ted end wi l l now have to serve t h e i r 
whole sentences . If such an incident as t h i s had not 
occurred the uncertainty would have l a s t e d , but now 
the pr inolpa l danger has bees avoided* The Government 
has taken a s t rong stand and Schusohnigg has made i t 
c lear where he s tands . The National Soc ia l i s t a c t i v i t i e s 



- 5 -

here ere bound to increase , and t h e a c t i v i t i e s of the 
•©-called "Nationally minded" Austrian a wi l l increase , 
but t he progress will be slower and theiB i s now hope 
of keeping them in control* Whether Shhuschnigg wi l l 
be able to hold hie pos i t ion or no t , i t i s too ear ly 
to say, but he has made e va l l i an t stand and I think 
a l l t h i s t a l k about h i s res igning lias no b a s i s . 

Sehuschnigg r e s i s t ed firmly the German demand 
that National s o c i a l i s t s be taken into the Government, 
and the two men who have been tasen I n , Glaise-Horsteneu 
and Schmidt, are both intimate fr iends of his in whom 
he has every confidence and who, while they believe i n 
fr iendly r e l a t ions with Germany, are devoted to the 
idea of Aus t r i a ' s independence. There is a probabi l i ty 
tnat a new Ministry wil l be formed so as to permit the 
taking of a th i rd "Nationally ninded" Austrian into t h e 
Government, but whatever p r o b a b i l i t i e s there were of 
e National S o c i a l i s t being taken into the Government, 
have, I th ink, been great ly reduced by the events of 
July 29th. 

These rowdies * for that i s what they r ea l l y are -
who dis turbed the peace on July 29th, ended t h e evening 
by breaking the window* in a few Jewish shops, and the 
Austrian population were in no sense pleased with th i s 
so r t of thing. I t was a good thing that t h i s happened, 
for the offenders were punished and i t has done e good 
deal to reassure the Jews, who have been much disturbed 
by the accord. They have reason to be dis turbed, but 
no t , I th ink , to the degree tha t they were. I f 
Sehuschnigg stays there i s going to be def in i te 
res i s tance to German pene t r a t i on . ?/hat his chances a r e , 
i t i s d i f f i c u l t to say, for , jus t as before , developments 
in the Austrian s i t u a t i o n depend on developments ou t s ide . 

The Spanish s i t u a t i o n , ttfiioh very few of us here 
f e l t would reach such serious in te rna t iona l p ropor t ions , 
i s causing a good deal of concern end may have i t s 
repercussions here a l s o . Another Fascist Government i s 
going to make the s i t ua t i on i n Europe more d i f f i c u l t 
than ever end grea t ly aid the pol icy of Germany, which 
i s t o i so l a t e France and Russia. We are now going into 
s per iod of negot ia t ion preceding the projected Locarno 
meeting in October. I be l ieve i t wi l l be postponed 
further than t h a t , for Germany wants the Olympic Games 
out of the way and i t s influence to work* Then she has 
the Party meeting in Nuremberg in September. There are 
those here w o believe that a Fascist Government in 
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Spain wi l l mean more act ive ooSperation than ever 
between I t a l y and Germany, with the p r o b a b i l i t i e s of 
a f a sc i s t Spain even conceding naval and a i r bases 
i a Mallorca to I t a l y , and probably Germany* This 
would put France and England into an even more 
embarrassing p o s i t i o n , end i t i s something which has 
to be faced, a t l eas t as a pos s ib i l i t y* 

The Hungarians have been s i t t i n g back end a r t 
very quiet* They are wiawing the developments with 
complacency, because they a r e , a f t e r a l l , more pro» 
German than anything e lse and nourish the i l l u s i o n 
that they wil l gain more through German supremacy 
than through any other s o l u t i o n . The heal th of 
Goemboes has improved, and though he i s s t i l l p r e t t y 
well out of the p i c t u r e , he i s s t i l l a force to be 
reckoned wi th . The Hungarians fo r the time being 
care keeping very qu i e t . 

The Yugoslavs of eourse, while unhappy about 
economic developments in some re spec t s , a r e , on t h e 
whole, qu i te pleased, for they sea things going t h e i r 
way* They believe that the Auatro-German accord 
means t h a t r e s t o r a t i o n i s out of the quest ion, so 
the i r p r i na ipa l fear la for the time being r e l i eved . 
They feel tha t the Hapsburgs were always the p r i n c i p a l 
obs tac le to German expansion i n Southeastern Europe 
and tha t Germany is d e f i n i t e l y opposed to r e s t o r a t i o n 
for th i s reason* Schacht t o ld them when he was there 
some weeks ago most ea tegor ioa l ly tha t Germany would 
not permit r e s t o r a t i o n ! and 'they fee l tha t Germany 
i s a stronger• bcr to i t than the L i t t l e Entente* 
Beside t h a t , the Yugoslavs feel that with the present 
Italian-German ooSperation they have nothlag to fear 
from I t a l y , as she would not move against them as long 
as this cooperation continues. 

The Rumanians are marking t ime, but you know how 
deep the economic penetrat ion already i s there* 

The Czechs a re in a t e r r i b l e way, and with good 
reason* They know tha t France would not move for the 
present , perhaps because she cannot, and they know tha t 
whatever r e l i e f they get from Germany of a temporary 
nature would be on the bas is of t h e i r giving up the 
Russian a l l i a n c e . The French know how serious the 
pos i t ion i s and have made i t c lear t h a t no Locarno 
arrangement can be made which wi l l s a c r i f i c e the a l l i e s 
Of France, but the Czechs are a hard-headed people and 
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they have t h e i r f ea r s , which are p r e t t y well grounded. 
They do not want any arrangements witfi Germany, beoauat 
they f e e l , l ike tha t with Aust r ia , i t isould be a purely 
temporary a f fa i r which the s tronger par ty would break 
whenever i t might chose, but the i r pos i t ion is an 
exceedingly d i f f i cu l t one and they do not have many 
friends* They played a p r e t t y high-handed role a t 
t imes, and, of course, there i s not even any love l o s t 
between the Austrians and the Csechs. Benes, I th ink , 
once said t h a t he would r a t h e r see Hi t l e r i n Vienna 
than a Hapsburg. He feels very d i f fe ren t ly about i t 
now, and for the present there i s more chance of his 
seeing a Nazi there than a Hapsburg. 

I t i s a l l an awful and a r eg re t t ab l e mess which 
can cause no friend of peace any happiness. The* 
Austro-Gsrman accord has pushed the war off for months, 
perhaps for a number of months, and there are a lot of 
people who take great s a t i s f ac t i on in t h i a . I cannot 
r e a l l y get much comfort out of i t , for X do not see 
how the posi t ion has improved i n any way. 

The Austrians are now in Berl in ta lk ing about t h e 
normalizing of commercial r e l a t i o n s between the two 
count r ies , but I think here too there wi l l be disappoint* 
ment. The Austrians th ink they are going to get much 
be t t e r conditions as the r e su l t of the agreement, and 
they hope to send l o t s of c a t t l e , wood, and Iron ore 
to Germany* The Germans would l i k e to take these , 
because they come from S ty r i a , Car in thia , and the Tyrol , 
where the population wi l l be much disappointed if the 
agreement does not lead to b e t t e r t rade between Germany 
end Aust r ia , but the Germans have no desire or in t en t ion 
to use much-needed divisen for Austria* They want the 
Austrian Government to t a l o war ma te r i a l , which they 
are producing in surplus q u a n t i t i e s , and l e t the Austrian 
Government pay the Austrian exporters of c a t t l e and wood. 
The f inancia l pos i t ion here ia r aa l ly comparatively good 
and the pos i t ion of the na t iona l Bank i s s t rong. This 
i s a g rea t temptation to the Germans, who na tu ra l ly want 
to use t h i s pos i t ion for t h e i r advantage. The 
Austr ians, however, are not l i k e l y t o f a l l for t h i s , 
for they have no in ten t ion of proceeding with a r e 
armament program or t o use up the reserves of t h e National 
Bank for the payment of exports to Germany. The 
Austrians know tha t no army that they could bu i ld up 
would r e a l l y be a help to them, and they do not want to 
enter in to an armament program e i t h e r t o p lease the 
Germans • or the Austrien Indus t r i a l l a ta* 
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AB to the major p i c t u r e , there I s so much to say 
that I cannot even begin to touch on i t . There are 
those v;ho bel ieve tha t H i t l e r r e a l l y appreci- t e s t h a t 
Germany cannot «ake war now or in the near future and 
that t h i s has meant a ce r t a in reshepening of his po l i cy . 
I know t h a t every attempt has been made by wis* Germans 
to make him rea l i ze tha t tit cannot make wer successfully 
now, but I do not know how f a r h i s strange mentality 
has grasped t h i s . think i t i s more and more under
stood in Ber l in t h a t Germany cannot arm a t a r a t e to 
complete with the forces s t i l l arrayed against her , 
and i t s t i l l remains a primary p r inc ip le of the ,-,rmy 
tha t she cannot base her plans on I t a l i a n a ide , for 
a t t h e l a s t moment I t a l y might f a i l her , just as she 
did before• The Army does not wish o undertake 
anything u n t i l they fee l therasslves independent of 
I t a l y . The only br ight spot t h a t I can see i s . t h a t 
the d i c t a to r s in Home and Berl in do not l i k e each o ther 
or t r u s t each other any mors than they did, and a l l 
the t a l k of bloc building i s s t i l l premature, but I do 
see the trend constantly and more d e f i n i t e l y in t h a t 
d i rec t ion* England i s not able to play her r o l e for 
the moment, and, although she is making a tremendous 
e f for t to get ready to sp-.-ak With author i ty again , 
there i s so much tha t can happen in t he meantime * and 
I need not t e l l you that things do happen. I see 
the Gen.au economic penetra t ion of Southeastern Europe 
making def in i te progress , and under the present s e t 
up in Europe t h i s means corresponding p o l i t i e s ! 
predominance. This progressive penet ra t ion i s bound 
to have i t s effeot on the Austrian pos i t i on a l s o . 
I believe t h e t every ef for t wi l l be made t o hold t h i s 
pos i t ion , but I frankly em not eb l e to say whether i t 
wi l l hold or not* 

Tliis i s a very sketchy l e t t e r , vnich I have prepared 
for your conf ident ia l background and which I w i l l 
appreciate your using as such only* I hove been hoping 
t o hear from you to the effeot tha t you were coming over 
he re . X feel sure you must be coming t h i s way soon, 
and look forward to seeing you. i f you dp. You must be 
sure to have Vienna on your i t i n e r a r y .-ff you come To 
Europe. My "very bes t wishes to both you and k r s . 
Armstrong* 

Cordially and s incere ly yours, 

Gen.au

