Vienna, Oetober 11, 1955,

”,,

J

Dear lir, Phillips:

I last wrote you on Septesmber 27th and October
4th. I am convering developments in the ifustrian
internal snd extermsl position in my despatch No.
573 of Uctober llth.

The ma jor developments are that Austries, as
wag foreseen, has declared her intention of not
epplying sanctions. She really had no other course
then this which she ocould follow, and her action will
be understood in ingland end in france. ustria's
action on sanctions wes obviously teken in agreement
with Hungary, but Hungary's treatment by the Luropesan
press and in Suropean chanceries will not be so

gentle a8 thet given to iustrie. fter all, Hungary
was saved by the League from invasion by Yuoslavia
last year, and the ressons for her action on sanciions
gannot be brought out into the open the way those of
jtustrisa can be, Hungery definitely had her eyes

on Germany in re=ching her declsion.

The orincipal effeet of rustria and Hungary
not joining in the sanctions will be that of keeping
& way open for the passage of supplies f{rom Germany
to Italy. It is a question whether Germeny will
denude hersell of war msteriels for Itely, even though
she c¢an get paid for then. In the way of other
supplies which Italy needs, Germeny is not in a
position to send much under any eci rcumstances.
Helither iustris nor Hungery are in & position to
supply much in the way of wer materisls, and the
general belief here 1s that even the normal treade
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betwean them and Itely will suffer, as Itelisn
paeyments have already slowed upe. The synpathies

of the higher official of the sustrian Goverment
are with Italy, but the Austrian populatian is
definitely against the iAbyssinian edventure and
Italy's attitude towards the League. Comme reiel
cireles show very distinetly thet they sre perfectly
willing to send everything possible to ltaly on &
cash basis, but have no Intention of giving eny credit,
for they fear total collspse in Italy. The net
result of Austris’s fallure to spply sanctions
throuwh the Leusgue will be that in preactice Italy
will be able to draw very little from here,

The CGovernment hopes not to be {aced by the
necessity of having to meske a decicion on leaving
the League. It hopes thet Itely will be able to
remein in, so that the problem will not erise for
justria, The Government here has, as yet, resched
no decision, but I em confident that it will not
go further than feilure to Jjoin in senctions.

The restoration of the Monarehy in Greece is
gzoing to give the Monsrchists here & lot of encourasge-
ment, but it is not likely to change the situation
in sustrie in any way in the near future, I 4o not
believe this guestion will come up in the near future.
It is unquestionable, however, that the Little Entente
feels so0 much weakened thet I do not think they feel
nearly so strongly as they did about going to war
1. case of restoration here, as they have alway sald
they would,. lio metter what heppens in Europe and
how deflini tely the peace is maintmined, I think it 1is
gui te clear that the Little Entente's resistance to
the konarchy is a gcod desl weakened. This does
not mean that there is anything in the offing in this
connection, for the Monarehists of themselwes in
Austria are not able to do anything. ¥hatever happens
in this direction depends on the attitude of the
Govermsent, which has no intention of further
disturbing the general situstion with this problem
at this time.

I am not going into any further deteils in this
letter, for I am sending you herewith & mewmorandum
whieh I heve proepared on some mejor aspects of the
Buropean =ituation at this time, It may look like
& formidable document %o you, but I hope that you mey
find tiwe to read it. I have had to prepare 1t under




the pressure of & good deal of work, end the
arrengement is not ell that could be desired,

it conteins a good deal of interest ing info me tic
some of it very important, which I have tried

br inu together in smell compass. I should be

glad 1f you would bring the memorsndum to the
w*{,..z.t ion of the Presidemt and of the Secretary, os
it brings together e number of vital comsiderations
which have %o be borne in mind in eny tiought

whiich one gives to the Europesn problem.

WO Jlu like to bring to your gpecial sttention
 aragra phh on page ll, in which reforence is
» ind tigllng of the Germen-Japanese agrecment.
bs~n cn: for & fa‘aw days on his way back
ning to koscow, and he was
er ";u;;ub{i in this it'ux:l, ‘:J.:Li.(}.ﬁ, he ;’Eﬂi&,
rtence to him, I told hinm my
ae tion and he agreed that il was
thoroughly relieble one, as he slso happens 0 cnow
this person who has reagon to be paerticularly m-sll.
informed concerming this matter.

The informstion in the latter ;
V.«")ﬂ‘:::v'u_z;x with regard to Germa ;*;'@ . %
firmed from so0 many relisble sources that I ieve
C:‘-.“,EL e entlir ‘ely depended upon as ¢lving the _K‘b sent
wi ko [n {1 L;cL, th roughout the entire memorandum
there is a statement of fact I have in every
been csreful 1t use only verified data.

M3t &1 1w 2 Pl ol
Cordially and feithfully




