Vienna, Februsry 23, 1937,

Deer Seeretary Hull:

I last wrote vou st comsidersble lemgth on
February 8, snd -romise to be very brief today.

The internal sltustion remsins qulet and pro=-
mises to continue so. The Chanoellor's speech before the
Patriotie Fromt in the former Perlisment Bullding lest ‘une
day made it cleer that it is his firm intention that there
will be no change in iustrien internal and externsl poliey
this year. It was in weny respeots the best speesh whioch
he hes made sinee he became Chencellor and has hed a good
effeet in the coumtry and has affected favorsbly the gen-
eral positiom in IZurope. His perticularly friendly re-
ference to ingleand mede a very favorable impression and

substantiates whet I have said in our despetehes mnd ny
letters that Vienna looks more towards the Vest gnd South
then to Berlin. The reference to Italy wes decidedly more
friendly than thet to Barlin.

I had » long, informal talk with the Seeretary
of State for Foreign Affairs, Sohmidt, the other evening
whioh indicates that there sre no differences between him
and the Chancellor on policy and no danger of weskening om
the question of independence and internel integrity. He
made the interosting statement that he felt Austria hed gome
75% of the rosd towardes indepondence and that the rest of the
road, although still beset with difficulties, was sure.

In my letters and recent despatches I have
thoroughly reviewed the question of restorstion which mmst
assuredly be followed wery carefully, not because eny pre-
giritate sotion is belng nlenmed, but begcsuse the tremd is
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in that direction and for the reasons stated in my

letter of February 9. For the time being the discussion
in the Austrien press, which had been so woluminous, is
being held back someWwhat for the Chancellor feels publie
opinion outside and in the gcountry has been somewhat pre-
pared end now real basie work must be done. The Chan-
cellor feels, as 1 hsve seid, that Czechoslovakis 1is
entirely prepared to ccoept restoratiomn, that Humenia will
not offer amy scetive resistance to it, and that Yugoslav
resistence, while very real still, is being softened.
Englend and France, he realizes, are at least neutrsl, if
not benevolent. German opposition he must continue to
definitely reckon on, but the form which it will take he
belisves depends on the Italian ettitude. It is therefore

this Ttaliem sttitude whiech the Chancellor wishes to olarify.

As it stends now, lussolini has made it clear
to the Governmment here that he has no objections to restor-
ation in principle when and if it ean be carried through
without disturbing the peace in Austria or in Burope. He
has also made it clear to the Government here thet he will
support Austrias ageinst mmy sggression as long as Austria
does nothing to disturb the peace. Fhat the Chencellor has
to do now is to determine just where Mussolini will stand if
Austria finds it necessary to resort to restoration = that is,
to determine whether he will consider Austrian action in sct-
ually bringing about restorstion as disturbing the internal
or external pesce. The Chancellor is slready sble to assure
lussolini that restoration will not disturb the internal
pesge. There remain as external oppoments, Yugoslavia snd
Germany, If the Chancellor cen convinece Mussolini that
there is no ome in sight to rerlece him should he have to go
or in some way disepresr, on whom he ean depend to hold to
the policy in Austrie, which 1g just as importent to Italy
as it is to Austria, the probablilities are that liwssclini
will be prepared to give his blessing to restoratiom in spite

of the faet that this in meny respects will be a grave de-
oision for him.

The press here has been guardedly snmouncing an
approsching visit of the Chencellor to Itely inm March. I
h.ve learned from sn sbsolutely relisble souree whish so far
haz not led me astray, that it is to discuss t!is restoratiom
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matter with lussolini that thé Chanmcellor is going to

Rome and that the vieit will probebly take place sbout the
middle of Mereh. Iy feeling is that in viewof the Chan-
cellor's position = who now seems to have mede up his mind -
¥ussolini, while still counselling restraint om restoratiom,
will give a satisfactory snswer to the Chemecellor. I be-
lieve that in that case if Austrias resorts to restoration
with these Italian assurances of support, Germeny will not
move as she will not teke a risk of war in which Itely will not
be on her side, but ageinst her. Vhile there willbe less
in the press sbout restoratiom in the near future, I have in
my letters end despatches covered the situatiom so thoroughly
80 that you ma- know that it ie e much more actual matter
than heretofore.

Internally I belicve the Government will make
further efforts to bring the working classes behind the Govern-
ment and with restoration and e parliamentary regime in sight
it will probsbly heve greater success. It has been defi-
nitely decided thet Neustadter-Stirmer will have to leave
the Cabinet and it may be very soom after the Heurath visit,
which is now in progress. This will definitely licuidate

the question of these so-called cultursl or& izations to
©

which I have beer referring and whiech offer¥eertain dangers,
but to which the Chancellor gave the death blow in his speech
last Sunday already referred to. Glalse-Horstensu will re=-
main in the Cabinet, and is assuming a mmch more reasonable

attitude for, as I have said, he is fundamentally a good
Austrian.

The Foreign Minister of Germany, von Neurath,
with “reu von Neursath and a large suite, arrived yesterday
mornings The police had taken extraordinary measures to
=aontrol demonstretions whioh they had every reasem to expect.
I hed some of our people on the streets and myself msde &
tour of the oity and the demonstrations were indeed very feeble.
Not more than 6000 or 7000 people, most of them boys under
twenty-two, end women, were slong the line of arrival from
the station to the hotel. liost of these people had been
brought into the oity from outside and were peid from two to
five schillings. There was rsin and their srdor was dampened.
I hed opportunity to see the type of people who were there to




weloome the German Poreign MHinister, snd if he had an op-
portunity to obserwe the type, as I head, he gould not have

been flattered for I hawve never seen 80 meny criminal end
undesirable types on the streets of Vienna as I did yes~-
terday. The /‘ustrian press this morning does not fail te
remark thet, end the smell size end nature of the demon-
stretions yesterday show the real character of the Nazi
movement here, whish itz certainly not reelly Austrien nor
represents anything like the greet majority of decent iustriens.

So far s8 I can learn, snd I already learned
this in great confidence last evening at the Belwedere Falece
where the Covernment gave a reception for von Weurath, he
sooms to be concertrating during this visit on insisting
that the Austrien Covernment permit the admission of all Ger-
man newspapers into ‘ustrie. If the Austrian Gosernment
does not permit this, Germany will stop all Austrien news-
papers and publicetions from entering Germeny. The NEUE
FREIEZ 'RESSE, which had been adritted into Germany, was rro-
hibited by the German Covermment the deay before Neurath ar-
rived as an indiocation of its decisiom. I doubt whether
the Austrians will give way for if the prohibition on Ger-
men newspepers like the VOLKISCHE BEOBACHTER, the ANGRIFF,
the STUERMER, and others is removed, the GCermans will flood
the country with these papers and distribute them to & large
extent without cost. It is intercsting as am expression of
the mentality of the present Governmernt in Germeny that they
sho:ld press this matter of the Cermen newspspers to this
degree, Aside from the matter of the admission of the GCere
man papers, 1 doubt whether much of mejor importance will be
disocussed or decisions reached, although it seems certain
that Neurath hss been instrusted not to fail to make known

the Germsn viewpoint on restoratiom, which is ome of such
definite opposition.

The general s ituatiom in Southeastern Europe
continues to have its bright end dark spots. Following
the Yugoslav-Bulgarien non-aggression pact it is now of-
ficially esteblished, although the Yugoslavs deny it of=-
fiecially, that the Czeeh, iumanian, and Yugoslav kinisters
in Budepest hove proposed to the oreign linister there,
de Kanys, that the Hungariens enter into a similsr non-
sggression pact with the Little Entente states. This is
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a step in the right direction for such paets can do no
herm and the very step shows a greater apprecistion smong
these states of the necessity of cleser politiecal relat-
ions. The relations between Yugoslevie end Hungary are
decidedly better, which in view of the long stending end
diffioult problems between them is encouraging. The re-
eent sotion in Czechoslovekia with respeet to the Sudeten
Deutsch minorities 1s a very ;reat step in advance eand if
the Prague Government effectively carries through the new
program on which 1t has embarked it will go a long weys
tonwards taking the ground from under the feet of Henlein
and of the Vazi agitation against that eountry.

The dark srots are that the intermal situation
in Eumenie is worse, the Governwent wesker, and the demo-
eretie perftles are being pushed into the beckgroumd. JThe
regent sot in Foland which is heralded as the esteblishment
of a diotetorship, has not the significance given to it in
the press, for the dictatorship in Poland hes been real.

It is clear, however, thet PFolend is working very strongly
in Rumanie end is using its influence to bring sbout the
establishmert of a dietetorial regime in that coumtry.
Thet Poland end Rumanis mey be apparently swinging more
into the dletatorship colwumm does not, however, in eny way
change my opinionm which I expressed to you some time age
that the dietstorships in ELurope hsve not only reasched, but
passed the peak of their power.

In the general picture I see developments follow-
ing the line indicated in my recent letters, with Germany's
position growing stesdily wesker. Hitler's recent speech
to the Viar Veterans, following his declaratioms to the Fremch
Ambassador on January 1l and his less aggressive speech on
January 30, is e further indicetion of the growing resli-
sation that Germeny cennot make a suocessful war. Vhile
Ribbentrop is visl ting Lord Derby and continuing hie extra-
ordinary setivities in Znglend smong e certain group, the
German press has undertskem already that cempeign agasinst
iEnglend on the guestiom of colonies to which I referred es
coming in ome of my recent letters.




The glowing reporis which sre being made in
the Cerman and in e part of the foreipgn press cbout the
success in producing rerplace meterials such as gasoline
and rubber, i cennot find substantlisted by the facts. A
mich better index of the situatiom is the definite inform~
ation which I heve that certain Uerman firms of first im-
portance whioch until recently have besn sble to export,
sre now establishing emell branch mapufacturing plants out-
side of the eountry as they cen no longer get the rew materiels
there needed for exrvorts., The new standetill agreement
representz further secrifices for the ’nrcian ereditors. The
Nationsl Cesh Peglsgter Corrcany at home in its report just
: wied thet :‘th J”b its German lﬂnt in Jore
desl of =on it is not ible to
proceede and therefore thay are not
heete The situation within Germany

T
howm in the balsnce sl

is developing nlong the lines I have indiceted in ry recent
letters end certainly things sre net going any better.

The reecent speech of laldwin closing the debete
on the srmement loem wae in some ?@svﬁe*» nes erplece and
I think we are golng t~ ses ‘ngland s nr with inereasing
clarity and assurence, and 'f thst is ¢?c cnse ¢
mich progress on the rosd to pesac The speeecnh whi zden
will fairly surely mske as soom as he returns from laave
will heve real significance.

I had dinner with the Duke of lmdsor in the
Grend fiotel seversl days ego. He csme to a meeting of s
smml]l club of inglishmen end Americans here who have a club
they eall the "Beefsteak". I!e seems in excellent health
and spirits. Some people arrived from England = few day
ago with respeot to the arrangements for the finenciel
provisions which the “oyal Family is to make for him. No
dotails are available, but the indicetions sre thet he has
been trested fairly shebb'ly in this resp ot by the Government
but the family will undoubtedly mske adequste provision for
hime e has been continmuing his o:let end in every way
extraordinerily correet behavior here and there ls every
indicetion that he intends to remsin et ‘nzeedorf until the
divoree it ebmzolute ¢ then to merry here. He seems to
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heve a reel vt schment for this ocountry. I+ ezpressed




great interest the other evening in the new offices whieh
we heve here for our combi ned estesblishment s ‘nce a year,
end to which the uritish iinister referred as the finest
offices of eny Uovernment in 'ienna. The iuke said he
would be very glad to come to see them, which I sel d I
would be very gled to have him doe He indiemted lis
intention to come here to see them this weelk, I only men=-
tion this e show his vervy real interest in all sorts of
things, eand during the seven or eight oceoesions on which I
heve seer rim sinee he same to fustriae after his sbdieation
I have often ~crvelled =t the ickness of hie in’elld

keen memory, and extrasordinery interest im so meny differsn
things. Forhape the solution wes the best for .nglend and
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the impire, but the whole story novertheless is » grest lum

tragedy and nine-tenths of whet hes been writien concerning
his irresponsibility, excessive drinking, ete., is not cor-
rect, He has the ome side of s stubborn, undevcloped boy,
but on the other hend in meny respeects is » wen of keen in-
tolligence snd wide interests.

I am still hoping that the cireums
such thet I shall be eble to sail from llemburg on

8
for e loave of absence at home, but you msy be sure that I
shall not leave here unless I feel I can properly do so.
lock forward very much to the pleasure of seeing you.

Believe me. with all good wishes,

Cordislly end sincerely yours,

George S. lessersmithe.
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