
Vienna, February 23, 1 

Dear Secretary Hulls 

1 last wrote you at eonslderabla length oa 
February 9, and promise to bi wry brief today* 

The internal situation remains qui«% sad pre-
sdses to continue so. the Jhanoellor's speech before tha 
rmtrlotlo Front in the former Parliament Building last Ua»» 
day raada la clear that it Is hia firm Intention that there 
will be no ohange is Austrian internal and external policy 
this year. I* was in mny respects the best speech which 
he has ma da ainee he became Chancellor and has had a good 
effect in the country and has affected favorably the gen
eral position la &uropa» Hie particularly friendly re
ference to England made a very favorable impression and 
eafcatantiates what I haw said in our despstehes and if 
letters that Vienna looks ©ore towards the last and £»©uth 
than to Berlin* The reference to Italy wsa aaoldedly more 
friendly than that to 8«n*ll** 

I had a long, informal talk with the Secretary 
of Stats for Foreign Affairs, Br* Sohsidt, tho other craning 
whioh indicates that there ara no differences between him 
and the Chancellor on policy and an danger of weakening on 
the question of independence and Internal integrity. He 
Esde the interesting statement that he felt Austria had gone 
75% of the road towards independence and that the rest of the 
road* although st*11 beset with difficulties, was sure. 

In ray letters and recent despatehea I have 
thoroughly reviewed the question of restoration which isust 
assuredly fee fallowed very carefully, not because any pre
cipitate action Is being planned, but because the trend ia 
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in that direotion and for the reasons s tated in my 
l e t t e r of February 9 . ^W the time being the discussion 
l a the Austria* press , which had been so -voluminous, i s 
being held Wok somewhat for the Chancellor fee l* publio 
opinion outside end I s the country has been somewhat pre
pared and now real basic work must be done. ^he Chan
ce l lo r f ee l s , as I hs vo sa id , tha t Chechoslovakia i s 
en t i r e ly prepared to eoeept r es to ra t ion , t ha t Kumania w i l l 
not offer any active res is tance t o i t , and tha t Yugoslav 
res i s tance , wMle wary real s t i l l . I t being softened. 
England and Prance, he rea l ises* are a t leas t neu t ra l , i f 
not benevolent. German opposition he mist continue t o 
def in i te ly reckon on, out the form whioh i t wi l l take he 
believes decends on the I t a l i an a t t i t u d e . I t i s therefore 
t h i s I t a l i a n a t t i tude ^shlch the Chancellor wishes t o a l a r i fy . 

As i t stands now, Mussolini has made 1% olear 
t o t he Government here tha t he has no objections t o r e s t o r 
ation In pr inciple ishen and i f i t ean be carr ied through 
without disturbing the peaoe in Austria or in Europe. He 
has also made i t c lear t o the Government here tha t ho will, 
support Austria against any aggression as long as Austria 
does nothing t o dis turb the peace. %a t the Chancellor has 
t o do now is t o determine jus t where Mussolini w i l l stand i f 
Austria finds i t necessary t o resor t t o res tora t ion - t ha t i s , 
t o determine whether to w i l l consider Austrian action to not* 
ual ly bringing about res tora t ion as disturbing the in te rna l 
or external pesos. The Chancellor i s already able t o assure 
Mussolini that res tora t ion wi l l not dis turb the in te rna l 
peaoe. There remain as external opponents, Yugoslavia and 
Germany* I f the Chancellor eon oonvinoe Mussolini t ha t 
there is no one In s ight t o r e clseo hist should to tows t o go 
or l a some way disappear* on whom he e s s topend to hold t o 
the policy in Austria, which i s j u s t as important t o I t a l y 
as I t I s to Austria, the probabi l i t ies are t h a t l u s so l l n l 
« i l l be prepared t o give his blessing t o res tora t ion in s p i t e 
of the faot that t h i s in many respects w i l l be a grave de
cision for hinw 

The press here has been guardedly announcing an 
approaching v i s i t of the Chsnoellor to I t a l y to Mareh. I 
h„ve learned from en absolutely re l i ab le souree whioh so far 
has not led me as t ray , tha t I t I s to discuss t h i s res tora t ion 
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Biatter with Mussolini t ha t tad Chancellor ia going to 
Home and t h a t the H a l t w i l l probably take piece about the 
middle of March* 8y feeling i s that l a viewof tha Chan-
oe l lo r ' a posit ion i» who now seam* to haas made up h i t mind -
Mussolini, while a t l l l counselling r e s t r a i n t on res tora t ion , 
a i l l givn a aat i*faotory answer to the Chanoellar. I « • • 
l leve tha t l a that oasa i f Austria resor t* to res tora t ion 
with these I t a l i an assurances of support, Germany w i l l sot 
isova aa she w i l l not take a r i sk of war in which I t a l y wi l l not 
be aa her s ide , hot against her , «%ile there w i l l b e less 
l a the press about res tora t ion In the near future, I have ia 
ray l e t t e r s and dswpatohss covered the s i tua t ion so thoroughly 
so t h a t you nay know tha t I t i s a much nor* actual na t t e r 
than heretofore. 

In ternal ly I bel ls** the iovernment v/ill make 
further effort* t o bring the working olasses behind the Govern-
sent and with res torat ion and a parliamentary regis* In eight 
I t w i l l probably have greater success. I t has been d e f i 
n i t e ly decided tha t Heuetadter-Sturmer wi l l have to leeve 
the Cabinet and I t nay be very soon af ter the leura th v i s i t * 
which i s naa in progress* This w i l l def in i te ly l iquidate 
the questlaa of these so-called cu l tura l orgs isat ions t o 
whioh I haw* been re fe r r ing and whisJs. offer^oertain dangers, 
but t o which the Chancellor gave the death blow in his speech 
l a s t Sunday already referred to* alaise-Horstenau w i l l rm~ 
main in the Cabinet, and l a assuming s such store reasonable 
a t t i tude for , ss I have sa id , he la fundamentally a good 
Austrian* 

The Foreign Minister of Germany, von Ifeurath, 
with ?rau von Iteurath and a large • a l t o , arrived yesterday 
mosming* the police had taken extraordinary measures t o 
control demonstrations whioh they had every reason to expect. 
X had some a t our people on the s t r ee t* and myself msdn a 
tour of the c i ty and tisa demonstration* were indeed vary feeble . 
Hot mors than 6000 or 7000 people, nost of them hoys under 
twenty-two, and women, were along the l ine of a r r iva l from 
the s ta t ion t o the ho te l . Mast of these people had bean 
brought in to the o i ty from outside and were paid from tna to 
five sch i l l ing* . There was rein and t h e i r ardor was dampened. 
I had opportunity to see the type of people isho were there t o 
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welcome the German Foreign Sinister, end if he had en op
portunity te observe the type, as I had, he oould net have 
been fluttered for I have never seen so many criminal end 
undeairable types os the streets of Vienna as X did yes* 
terday. The Austrian press this morning does not fail to 
remark that, and the small size and nature of the demon
strations yesterday show the real character of the Kasi 
movement here, whioh is oertainly not really Austrian nor 
represents anything like the great majority of decent Austrians. 

So far Ml X can learn, and I already learned 
this in great eonfider.ee last evening at the Belmedera Palace 
wham the Government gams a reception for von leurath, ha 
seems to be concentrating during this visit on insisting 
that the Austrian Government permit the admission of all Ger
man newspapers into Austria* If the Austrian Government 
does not permit this* Germsny will stop all Austrian anws-
papers sad publications from entering Germany. The UT-TOE 
FRF. IS FRE5SE, whioh had been admitted into Germany, *?as pro
hibited by the German Government the day before Eeurath ar
rived as an indication of its decision. X doubt whether 
the Austrians will give way for if the prohibition on Ger
man newspapers like Hal YOLOSGHE BE08AGHTSR, the AKBfilFF, 
the STUBBIER, and others is resoved, the Germans will flood 
the country with these papers and distribute them to s large 
extent without cost* It la Interesting as an expression of 
the mentality of the present Government la Germany that they 
should press this matter of the German newspapers to this 
degree. Asids from the matter of the admission of the Ger
man papers, X doubt whether much of major importance mill be 
discussed or decisions reached, although it seems certain 
that Keurath. has been instructed not to fail to make known 
the German viewpoint oa restoration, which is one of each 
definite opposition. 

The general situation in southeastern Europe 
continues to have its bright and dark spots* Following 
the Yugoslav-Bulgarian non-aggression past it is mam of
ficially established, although the Yugoslavs demy it of
ficially, that the Czeeh, kuaaniaa, and Yugoslav Ministers 
in Budapest hn*e proposed to the Foreign Minister there, 
mm Kenya, that the Hungarians enter Into a similar non-
aggression paet with the Little Entente states. This la 

eonfider.ee
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s step la the right direction for such pacts can do no 
hens and the -wry step shows a greater appreciation among 
these states of the necessity of closer political relat
ions. The ablations bstween Yugoslavia and Bungssy are 
decidedly better, which la view of the long standing and 
difficult problems between thea is encouraging* The re
cent setion la Cseehoslovakla with respect to the Sudeten 
Beutsch minorities is ft very f̂ raat step in advance and if 
the Ufague Government effectively carries through the new 
program on whloh it has embarked it will go a long ways 
towards taking the ground from under the feet of Henlein 
end of the Sasi agitation against that eountry* 

The dsrk spots are that the internal situation 
in Rumanie Is worse, the Govemmnt -weaker, and the demo-
oratie parties are being pushed into the background. % e 
recent aot la Poland which is heralded as the establishment 
of a dictatorship, has not the significance givan to it in 
the press, for the dictatorship la Poland has been real* 
It is clear, however, that Poland is working very strongly 
in Rumania and is using its influence to bring about the 
eetablishmett of • dictatorial regime in that eountry* 
That Poland and Kumar is may be apparently swinging more 
into the dictatorship eolumn does not, however, in eny way 
change my opinion ̂ hioa X expressed ts you some time ago 
that the dictatorships la Europe have not only reached, but 
passed the peak of their power* 

In the general picture I aee developments follow
ing the line indicated in my recent letters, with Germany** 
position growing steadily weakar* Hitler1s recent speech 
to the \"ar Veterans, following his declarations to the Freneh 
Ambassador as January 11 and his loss aggressive speech on 
January 30, la a further indication of the growing reali
sation that Germany cannot make a. successful war* "While 
Blbbentrop is visiting Lord Derby and continuing his extra-
ordinary activities in Sngland among a certain group, the 
German press has undertakea already that campaign against 
ii&gland on the question of colonies to which I referred aa 
coming in on© of my recent letters. 
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The glowing reports which sre being sade in 
the German and In a part of th© foreign press fbowt the 
success in producing replace materials such as gasoline 
and rubber, % cannot find substantiated by the fac t s . A 
much be t t e r Index of the • i t u a t i o » I s the defini te Inform
ation which I haw that certain (Jensen firms of f i r s t Im
portance which u n t i l recently have bean able to export, 
ere now establ ishing small branch fsanufaeturing plants out
side of the country RE they can no longer get the rsw mater*sis 
there ?>&®de6 for exports . The new s t a n d s t i l l agreement 
represents further • •o r i f i ces for the foreign creditors* The 
National Cash Register Coroany at house in i t s report < 1 u s * 
issued has Indicated tha t although i t s Sennan plant in Ber
l in i s eaklng • good deal of money, i t is not possible to 
t ransfer any of the proceeds snd therefore they aro not 
shown in the balance sheet . The s i tua t ion within Germany 
i s developing along the l ines I have Indicated in isy recent 
l e t t e r s and cer ta in ly things are not going any b e t t e r . 

The recent speech of Baldwin closing the debate 
on the arm«?sent loan was in scsse respects • etas- crpiece and 
I think we ere going t a see ;n*lsnd speaking Kith increasing 
c l a r i t y and assurance^ end if t h a t is the ease i t tseans 
»uoh progress on the road t c peace* The speech which Sden 
wi l l f a i r l y surely sake as soon as he returns from leave 
wi l l have ree l s ignif icance. 

I had dinner with the Duke of "Windsor in the 
Grand hotel several daye ago. He mmv» t o a Beating of a 
SBsall elub of itaglishnen and Americans hero who have a club 
they ca l l the "Beefsteak"• He seems in excellent health 
and s p i r i t s * Soros people arrived frora England a few days 
ago with respect to the arrangements for the f inancial 
provisions which the «cyal Family i s to esake for hia* So 
de ta i l s are a v a i l a b l y but the indications are that he has 
been t rea ted f a i r l y sbabb'ly in t h i s respect by the Government 
but the family wil l undoubtedly make adequate provision for 
hiss. He has been continuing his quiet and in every vmy 
extraordinar i ly correct behavior here and there is every 
indication that he intends to retrain at Hnsesdorf u n t i l the 
divorce is absolute and thou to starry here. H«? seejss to 
hfiva a r«al strsohsent for th i s country* B-f? expressed 



ppreat i n t e r e s t the o ther evening In the new o f f i ce s wMoh 
•we haws hewn for our ooab ned es tab l i shment s *inon a year* 
end t o whioh the B r i t i s h J&lnlster r e fe r r ed as the f i n e s t 
o f f i ces of any Government la Vienna. The uuke sa id he 
would be very glad t o coma t o see then?, which I sai d I 
would be very glad t o have him d o . He ind ica ted h is 
i n t e n t i o n t o oow© here t o see their, t h i s week. t only rao»» 
t i o n t h i s t o show h ie very r e a l i n t e r e s t in a l l s o r t * of 
t h i n g s , and during t h e seven or e i g h t occasions on whloh I 
hflve seer M B s ince he eame t o Aus t r i a a f t e r h i s abd ica t ion , 
I have often *:«arvelled «t the quickness of h i s i n + e l l i g e n o « , 
keen memory, and e x t r a o r d i n a r y i n t e r e s t in eo many d i f f e r e n t 
t h i n g s . Perhaps the s o l u t i o n was the bea t for England and 
the ampiro* h a t the whole s t o r y n e v e r t h e l e s s i s a g rea t human 
t ragedy and n i n e - t e n t h s of what has beer: w r i t t e n concerning 
h i s i r r e s p o n s i b i l i t y , excess ive d r i n k i n g , e t c . . I s not o o r -
r e o t . He has the one s ide of B stubborn* undeveloped boy, 
bu t on the o the r hand in nany r e s p e c t s i s a man of keen i n 
t e l l i g e n c e end wide i n t e r e s t s . 

I am s t i l l hoping t h a t the c i rcumstances say be 
such t h a t I s h a l l he eble t o s a i l from Hamburg on Apr i l 7 
f a r a leave of absence a t horns* hu t you may be sure t h a t I 
s h a l l s e t leave here un less I f e e l I can p roper ly do s o . X 
look forward very rsuoh t o tho p leasure of see ing you. 

Bel ieve »5e wi th a l l good wishes . 

Co rd i a l l y end s i n o e r e l y youra*. 

George S. l iesseresr i th . 

GSM-mjp 


