Vienna, October 26, 1984.,

Dear Mr. Phillips:

e

I last had the pleasure of writing you om October 17,
and in that letter confined myself very largely to the Austriam
internal situation, This is in such a delicate state that in
my confidentiel despateh lNo. 190, of October 28, I have thought
1t advisable to sive a resumé of the developments in the intere
nal situation since the death of Chancellor Dollfusse The des-
pateh, unfortunctely, is rather long and I don't know whether,
with the many demands on your time, you will be able to read it
yourselfe 1Im it, however, I have tried to give at least the
major background essential to an understending of the situstiom.

It looks as though the Austrian Govermment has succeeded
in getting through a very diffioult situation, for the time being
at least, Under the new Constitution Austria is e sort of cowpore
ative state and various bodies are provided for of a deliberative
nature whiech more or less teke the place of Parliement, The mem=
bership of these corporative bodies is supposed to be snnounced on
November 1, and the appointments have been the cause of real dise
sensions within the Government. The jealousies in the Heimatschut:z
between the Helmwehr end Sturmscherem respectively the orivate
armies of Starhemberg and Schuschnigg, ocame to a head through
these appointments and the demands of the Heimwehr were undoubtedly
quite exaggerated. On the other hand, both of these organizations
wished to assure so many places for their adherents that the meete
ing of their demands would have seriouely embarrassed the Governe
ment in the efforts which it is making to eoneiliate and bring
behind it as large a section of the population as possible. The
influence of Italy, which is of course very strongrly behind Prince
Starhemberg whom it has always preferred snd still prefers as
Chancellor, pushed the Heimwehr candidetes, and this caused cone
siderable concern +to the Chancellor who realizes that although
Itely has rendered and is rendering indispensible service to
Austria, any preponderance of Italiam influenee evem indirectly,
will be umpopular not only in Austria, but displeasing to Ikngland
and Frence, and to Austria's nearer neighbors.

The Chancellor himself, who has learmed a great deal
since the principal responsibility for the Government was thrust
upon him, has been in a most diffieult position. He himself is
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responsible and not fenatically pertissm, and aprreciates the
necessity for getting the best men into these sorporative
positions possible and thet they should represent as wide a
range of opinion as can be safely taken into the Govermment,

He 1s very intelligent and I think a very fair person and rrowe
ing in understanding of the major implications in Austria’s ine
ternal problems and in her external position. He has, however,
not been accustumed to being the cexter of such a confliet as
the making of those appointments preeiriteteds. These personal
biekeringe and seeking for pleces end menoceuvering for position
are extremely distasteful to him, for he is essentisly & scholar.
There is reason to think that he took the whole matter too ser-
iously and that seversl wesks 2o he even considered resisning.
Fortunately the personasl relstions between him and Starhemberg
are good, and Starhemberg himself has behaved and ie continuing
to conduet himself with s reserve which is very commendable and
to many surprisings In any cvent it seems that it hes beem
possible to make up +the lists without precipitatins any internal
erisiss They are supposed to be announced om NHovember 1. I
am not yet sble to speak with entire definiteness as to how the
Chancellor feels ag to the outcome, but all Indications are that
what might have proven to be a serious orisig wi:ieh would have
hed effeoots outside of rustria has beem avoided.

A good many people heve been disturbed fecently by the
fact that the Chancellor has been talking to reprecsentstives of
the Austrian Hational Socialists end he is to talk with them
again tomorrow. As I pointed out im my despateh lo., 190, I see
no danger in these oconversations themselves, for Dollfuss malne
tained contact with the National Soeimlists, but remeined adae
mant in his attitude., While Schusehnig: may not be as deter-
mined as Dollfuss, this does not give as much concern to peorle
here as the fact thet they don't think he is politically as
gstute as Dollfuss. They fear thst in his desire to comeiliate
opinion in Austrie and to strengthen the position of the Governe
ment he may go too far with the Nationel Soeialistse Personally
I don't think there is eny reel denger of this, although if I
have been able to see into Schusolmipp's mind, I believe that
while definitely committed to Auetrien independence, he would
like to see better relations with Cermeny. In this he is basio-
ally risht and wise, for mo one can envisage pemce and order in
Europe without good relstions between iustris and ‘ermany. On
the other hand, Schuschnizg may have to learn to realize more
definitely what Dollfuss knew, that is, that the price which
Austria would have to pay now for better relations would eventuslly
mean her absorptiom by Germany. Unless there should be untoward
developments, I see no denger of Schusehnipp's going too far with
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the Austrian Nazis, for Starhemberp is stubborn and, I think,
unalterable in his attitude. He juet made 2 speech last even-
ing in which he made it oleer that he has no gonfidence vhetever
in the Austrian Nazis as the ideas whigh dominate them are not
Austrian snd there can be no pariey with them until the Govern-
ment has s convietion thet they heve no eomnecotiom with Germany.
In this Sterhemberg is enmtirely right, for there is no guestion
but that Reinthaler, who ig speeking for the Nasis with the Chan-
cellor, although an Austrian, is nerely a well meaning man whom
the Bazis are using for their purposes. I heve adequate reason
to know thisge

I think, therefore, if you hear of these convers:tions
between the Austrian Nazis snd the Jovernment there may be no
oanuse for concern mow, for I don't think snythimg will come out
of 1%+ Unguesticnably, however, as Papen has nothing positive
to offer, these conversations initiasted by Reinthaler are a part
of his program, Papem ceme back from Swedem from hizs "hunting
trip" day before yesterday. He stopped in Berlin on his way
back for several days and is said to heve seem Hitler, I under-
stand that he is to go on snother "humting trip® to Hungery very
shortly. »

In my letter of October 17 I made brief reference to the
Jewish problem here in Austrie and said that I would be writing
a despsteh giving beackground shortly. In my eonfidential des-
pateh No, 188, of October 24, which goes by this pouch, I have
given the Department the major outlines of this situatiom.
There was real danger that disorimination against the Jews in
Austria, in spite of the horrible example in Germany, might be-
ocome @ problem here. The Chancellor, who is essentially a very
intellizent, decent, and fine man, did not understand all the ime
plications of this matter. He is an intellectual and as Minister
of Bducation he saw only toc many Jews in the professions. He
has been s0 unwise as to permit a decrees to be issued providing
for parallel classes in the schools, whish ssemed immogcent and
fair emough on the s:rface, but whichvas really intended to defi-
nitely put the Jews in a secondary cstegory so far aspublic edu-
oation is concerned, Thisz unfortunste deoree came out while the
Chancellor and the Foreign Minister here were in Geneva pleading
the case of Austris and when the powers were oconsidering what they
oould do to support Austria's imdependence. A number of Jewish
leaders, imcluding some ‘merieansand English, happened to be in
Genewva st the time and when the Jewish community in Viemna zot
in touch with them they immediastely took up this matter of the
parallel oclasses deoree and of other diseriminstions with the
Chancellor and with the Foreign Minister. They also tookup with
the English, Prench and Italisn delegations this matter, which %o
put it mildly, were a greet deal upset and disturbed that Austria
oould be planning such a measure. The Chancellor and the Foreigmn
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realized what & mistake hed been nade and promised that the
decree would be changed, and made reassuring stetements with
regard to diseriminetion, but it is quite elesr that the ineie
dent did not improve the impression whish the Chancellor had
made on the leaders of the English, French, sand Italien dele-
gations, nor on the Jewish leaders in Geneva. They all felt
that the Chencellor had a great deal to learn.

I now am glad to be able to tell you thet the leaders
of the Jewish community in Vienns and for Austris have had
several long oonversations with the Chancellor within the last
ten days and he has definitely reslized that certain diseriminations
exist which are intolersble. It was agreed thet s commmiquéd
should be issued by the Jovernment and that all the eonstitutional
rights and equality of the Jews before the law wuld be resognized.
This will ereate a good ilmpressiom not only hers, but outside of
Austria.

The Fresident and the Vies President of the Jewish oom~
munities in Austria came to see me after their last conference
with the Chancellor : few days age and %old me that they werenow
satisgfiéd that the Government would do everything im its power
to stop diseriminations They said thet the Chanceller had been
extraordinarily frank with them in telling them about his probe
lems and that he hai given them the most thorough-oing assurances.
The rether unfavorable impression whieh he had made on them at
Geneva and sinee he beoame Chancellor he has evidently removed
and they told me that under the slroumstsnces they had assured
the Chancellor of the somplete s pport in every way of the Jewish
comuunity in Austria.

This, I may say, is of partiocular importance and s very
happy outoome of what might have provem a very diffioult situatiom.
It is quite clear that the Chancelloy was himself a little incline
ed to be anti-Samitie and thet this was being teken advantage of
in various sdministrations, psrtiocularly im the muniecipality of
Vienna by the Burgermelster who exercises slmost absolute econtrol.
over the 29% of the Jews in Austria. The Jews here were become
ing really disturbed over the evidences of incressed diseriminetion
and our own American Jewish Committee in New York and the leaders
of Jewry in England had been completely informed and felt that
something mast be dones The Jews in fustfis have been ziving
very whole=hearted support to the Goverrment and if this had been
withdrawn or beoome lulktewarm it would have seriocusly weakened the
position of the Coverrment in the country., Vhat is far more im-
portant, however, ie that if this positive action which has now
been teken by the Govermment had not beem takem, Jevwish leaders
in Ingland and in cther gountries would lmve been lea: apt to
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give that vigorous support to Austria which they have been riving

in various ways, politieal and economie, and this would have made

the internmatiomal support of Austrism independence now being givem
more diffieult.

I am very zlad that I am sble o write you definitely and
so favorably ebout thise I hold no brief for any race or relige
ion, but I have been near it and have seen the effects whioh sueh
diseriminetion oan have in a country amd om its external relstions
and I have naturally, without exeeeding in any way my proper funoe
tione here, and without imterfering imn internal sffairs here, tried
to help to see thst the mistakes w-ieh have Leen made elsewhere are
not made heres I will keep in close touch with this problem snd
will keep the Uepartment informed of any developments, It is
toc much to hope that all diserimination azainst the Jews in
Austris will stope The problem is one that is sz old as our
higtory and there sre factors which no Jovernment can control and
it is unquestionable that here in Austria, as well as In other
countries, a better balance has to be mrrived st in the profess-
ions graduelly if anti-Semitie curremts are to be kept under oon-
trol and from beocoming a probleme Here, as well sz elsewhere,
this problem must be dealt with as & lonz ranre problem to be
handled ressonsbly end decently end this is, I think, the path em

ieh the Austrian Govermment has now definitely committed itself
and whiech, I think, sives sufflcient sssurances to the Jews here
and el sevhere.

I have been following the gemeral situntion as well as I
oan from here and it seems te me that the major factors are still
as I outlined them to you in my letter of September 28, The
only guarantes for peace in Europe that I can see now is still
that the Fremech and Ttalians will be able 4o arrive st some arrange=
mant in which Emgland can join which will stop Germsn expansiom to
the Southeast politicelly, but which will not exelude her from
normal economic relations. All ome oan say up to the present is
that the developments since I last wrote you have at least not mede
this possibility of understending more diffiocults The major dife
fieulties in the way afs still there, but they have not been agrrDe
vated as some feared they might dbe.

I have recently seen one of our eorrespondents who knows
the Balkans as few people do. He says thet he is very unhappy
about the situatiom, He spends most of his time in the Balkans,
but makes Viemns his headquarters. Although very friendly towards
the Croats, with whom he has s great deal of sympathy, he says
that the murder of Alexender is undoubtedly a Crostian dev lopment
and that thers are Croatisns behind it, He ealled attention %o
the fact that of the 14,000 Yugoslavs, 4,000,000 are Croats and
thet he hss beem in hundreds of Croatisn homes and has never seen an
a picture of Alexsnder in anyof them umless it wes thot of ema ,..4«./

officer where the pieture was obligetory., He thinks the Croatlens
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will remain quiet for awhile, but thet trouble frem there can

be expected almost amy time end almost certainly eventually, I
have had the opportunity to discuss the s'tustion oreated by the
death of Alexander and the FRegeney with quite s number of well
informed people, and they all seem to feel that it has erested s
new and disturbing faetor in the European situstion, the importe
ance of w:ich cmmmot be under estimateds They all seem to feel
it will be wore difficult to hold Tugoslavias together, that she
is definitely weskened and thet a great deal depends upom how fepr
Mussolini is sable to restrein himself and not use the opportunity
of this weakness to earry through some of the ideas which he un-
doubtedly nourishes in the back of hias mind.

It 1s, of course, very diffieult to pet securate inform-
ation, but at least two correspondence im whom I have confidence
tell me that the Croatian camp in Southern Hungary did exist,

Both say that they have seen it and one of them tells me he has
been there since Alexander?!s murder and thset while it iz now abane
doned, the Croatisns are soattered on nesrby farms. This same
correspondent tells me that he has himself seen at least five
Croatism senters in Itely which exist with the knowledge of the
Itslien Government, The psychology of these people is quite d4ife-
fieoult for us to understand sand the more one knows regerding factse
the more hopeless and eompliecated 1t all seems. My Military
Attaché here, who is a very sound mam, tells me that a Duteh of=-
fioer who was present at the recent Hungarian manoeuvers told him
that whem the Humgarien officers whom he was with heard of the
murder of Alexander they merely smiled and some later showed real
satisfactions It is interesting and significant that when Goering
wae in Belzrede for the fumeral of Alexander in his capscity ag
President of the Cermau Reichstag, which of course ox!sts im:iname

and ag & body to register the will of Hitler, was giver am op-
portunity to address the Serblan Parliament sud that 80 of the 300
mecbers of Parlisment ¢ame to hear him and the extraordinary speech
#hich he mades The promises which Goering has made to Yugoslavia
in the way of territory if they will follow the Cermen lead heve
undoudbtedly had their influence.

The series of vigite over here contimue snd ome ceaunct be
blind Yo their significance. Goemboes hes been in Varsst and
m:zpad here on his way back to Dudapest. So far no one yet knows -
Just what heppemed. Kanys was in Rome et the same time, probably
to take away some of the shook of Goemboes vislt to Versaw, and
he stopped in Vienns on his way baek to Budepest. He saw Chane
cellor Schusehnigr and the Foreign Minister here yesterday, Goemw
boes is to go to Rome early in November and will stop in Vienna on
his way back, snd after that Chancellor Schusehnigz is %o go to
Rome, All this i1s to heppem before Leval goes to Home. One
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thing is quite clear snd thet is that Berlin is feverishly

active in tryimg to prevent Ttalian.Yuroslovian understending

and agreement in order to make FremcheItalisn understanding so
diffieult as to meake it impossible, In the meantime there are
indiontions thet Berlin is active not only in Belgrade, but throughe
out the Balkens as s whols. The newspspers speak of new Jerman
approashes to both Paris and London and I think there is little
doubt but that thers will be tremendous efforts by Berlin in
Londom, for they naturslly and ocorrectly believe that tc¢ be the
foeal point, The dominating psychologieal feature of the situe
ation in Southeastern ZTurope ls the fear of Germany, They fear
that this regime may held outs, They fear the strength of German
armaments. They need economie relations with Cermany. Thether
i1t is a willing or an unwilling ear that they turn to Cermany,
they are listeming Yo her and keeping their eyes on London, Paris,
and Rome. If London, Paris, and Rome oan get together, there is
no question about what these states in Southeasternm Hurope will do.
The exchange of imbassadors between Berlin and Yarsaw, which the
papers snnounced today, is ome of the indieations of how far Pole
and is already committed,

I read the article of Frapk Simonde im the ATLANTIC MORTHLY
with extraordinery interecst. It 1s unusually well dooumented and
there are only eme or two phk ves in the whole artiocle where I
think there are factual statements which could be guestioned. I%
is extraordinary how without being here he ¢ould have been so core
roct in details. With his major conmclusions I sm in emtire seocord.
I hold no brief for England, and certsinly mone for either Prance
or Ttsly, but I think that anyone who hag really studied thie site
uation and who 1s willing %o look at it objectively, 2s we oan,
realizes thet we are exactly in the seme positiom that we were in
1914. Tnglend has to meke a decisiom and 1f she makes it in time
& Duropesn war can be avolded. If she delays too long, for in my
opinion she has to mske it eventually, anyway, war will sventuelly
Some. If England, Prance and Italy do not get together, Poland
and Southeastern BEurope, including Austria, will fall definitely
into the hands of Germeny elther as integral parts or as stetes
lookinz to Berlin for dictetion snd Germsny will have won the
Viorlds War with a definiteness and ocompleteness thet she never even
hoped for in 1514, and Hurope willls faced by & fait seccompli whieh
in its inevitable consequences will entall war. I% iz to be
hoped that Prance and Italy will make it easier for Inpland to make
hor decision and that Englend will have the adequate understanding
of the Germsn situation and 1ts lmplications to make her decision
in time.

I%aly's need for money and her own diffieult Intermal site
ugtion make for moderation thera. The intermal d4ifficulties im
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France may help there. I am reliably informed that Imgland
has been giving some rether direet and probebly sound advice

in Rome recently. A well informed persom put 1t o me this
way. He ssld; "I am quite satisfied thst liugsolinil and Italy
should play im Itely the part of a firsterate world Power, pere
haps 1t 1s guite o rood thing, perhaps it helps, in any event

I see nothing sgainst that. DBut whem Italy tries %o play the
part of a first-class Power In Purope she must be mors ecareful
about the adviee she plives and the eonsequenses which come out
of its ©She is not able to play tho pert of a first-elass Power
in Zurope and muet not be permitted to compliocste the European
Problem®. This was said w'th speeific referance to what was
belisved to be some not altogether sound advice givem by Italy
here in Austris. My informant said that they hed preeipitated
the February events by their advice here, and slthough undoubte
edly they had saved the situetion for ‘ustria and for Burope on
July 26, it devended om thelr restraint now vhether they would
not pregipitate a Iuropean crisis.

The foregoin:s backsround and comment I hope mey be of
some use to yvou in conncotion with the inforaeation which you
have from other sourees. I have the feelinr theat we are in
a period of grave deeisions end thet this is recosnized ag keen~
ly in Berlin as elsewhere. Berlin is msking what may be its
last major strenuous effort to break through the rinp which it
hse built around itself, If Englend, France and Italy stick
together they will not omly stop Cerman expansion and aveld a
war, but will help to bring ebout & resmmable regime In Cermany
which is en essential factor to the maintenance of pence and
some measure of economic recovery here in Furope.

Believe me, with all rood wishes,

Cordially and sineerely yours,

George ¢, Hessersm!the




