
Vie una , Oo to ber 1 1 , 195 5 . 

Dear Mr. P h i l l i p s : 

I l a s t wrote you on September 27th and October 
4th» I am oonveriflg developments i a t he Austrian 
In terna l and external posi t ion in my despatch No. 
573 of October 11th. 

The ma j a r developments sr© tha t Austr ia , m 
was foreseen, has declared her in tent ion of not 
applying sanc t ions . She r ea l l y had no other course 
than this which aha oould follow, and her action wil l 
he understood in iSn gland and in France. Austria *s 
action on sanctions was obviously taken in agreement 
with Hungary, but Hungary •• treatment by the Europe an 
press and in European chanceries wi l l not be so 
gentle as that given t o Austr ia . After a l l , Hungary 
sras saved by the League from invasion by Yugoslavia 
l a s t year, and the reasons for her action on sanctions 
oannot be brought out into the open the way those of 
Austria can b e . Hungary def in i te ly had her eyes 
on Germany in reaching her decision* 

The pr inc ipa l effect of Austria and Hungary 
not joining in the sanctions w i l l be t h a t of keeping 
a way open for the passage of supplies from Germany 
to I t a l y , I t i s a question whether Germany wil l 
denude herself of war mater ia ls fo r I t a l y , even though 
she can get paid fo r them. In the my of o t h e r 
supplies which I t a l y needs, Germany i s not i n a 
pos i t ion to send much under any oi reuias tances . 
Heithur Austria nor Hungary are I n s posi t ion to 
supply much in the way of war ma te r i a l s , and the 
general be l i e f here i s t h a t even the normal t rade 
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between them and I t e ly wi l l suffer , as I t a l i a n 
payments have already slowed up. The sympathies 
of the higher off ic ia l , of the Austrian Government 
©re with I t a l y , but the i u a t H e n population i a 
de f in i t e ly against t h e Abyssinian adventure end 
I t a l y ' s a t t i t u d e towards t h e League. Oommreial 
c i r c l e s show very d i s t i n c t l y t h a t they are per fec t ly 
wi l l ing to send everything poss ib le to I t e ly oa a 
cash ba s i s , but have no intent ion of giving any c r e d i t , 
for they fear to ta l col lapse i n I t a l y . Th» net 
r e su l t of A u s t r i a ' s f a i lu re to apply sanctions 
through the League wi l l be t h a t i n p rac t i ce I t a l y 
wi l l be ab l e t o draw wery l i t t l e from here . 

The Government hopes not to be faced by the 
necessity of having to aislee a decis ion on leaving 
the League. I t hopes t h a t I t a ly wi l l be able to 
remain i n , so tha t the problem •Kill not a r i s e for 
Austria* The Government here has , as ye t , reached 
no decis ion, but I a s confident t h a t i t w i l l not 
go further than feiluxa to join in sanc t ions . 

The res tora t ion of the Monarchy in Greece i a 
going to give the Monarchists hei© a lot o f encourage-
Bent, bu t i t i s not l i k e l y t o change t h e s i t ua t i on 
i a Austria ia any way ia the near f u t u r e . I do not 
believe to la question wi l l corns up i a the near futuze. 
I t ia unquestionable, however, tha t the L i t t l e Entente 
feels so much weakened that I do not th ink they feel 
nearly so s t rongly as they did about going t o war 
ia case of r e s to r a t i on here , as they have always said 
they would* tto matter what happens l a Europe and 
how def in i t e ly the peace ia maintained, I think i t i s 
qu i te eluiir t h a t the L i t t l e Entente ' s r e s i s t ance to 
the Monarchy ia a gpod deal weakened* This does 
not mean that there i s anything in the offing i a t h i s 
connection, for the Monarchists of themselves i a 
Austria are not able t o do anything. Whatever happens 
in th i s d i rec t ion depends on the a t t i t ude of t he 
Governraent, which has no Intent ion of fu r ther 
dis turbing the general s i t u a t i o n with th i s problem 
at t h i s t ime. 

I am not going into any fur ther d e t a i l s in t h i s 
l e t t e r , for I am sending you herewith a memorandum 
which I have prepared on some .raajor aspects of the 
European s i tuat ion a t t h i s time* I t may look l i ke 
a formidable document to you, but I hope t h a t you Bay 
find t laa to read i t , I have had to prepare i t under 
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the pressure of a good deal o f work9 and t h e 
arrangement i s not a l l t ha t could be desi red, but 
i t contains a good deal of in te res t lag information, 
some of I t very important, which I have t r i e d t o 
ferlfig together In smell compass, I should be very 
glad i f you would bring the memorandum to t h e 
a t t e n t i o n o f the President and of the s ec r e t a ry , as 
i t brings together a numbs? of v i t a l considerat ions 
which have t o be borne In mind in any tlought 
whioh one give* to the European problem, 

I would l i k e to bring t o your special a t t en t i on 
the f i r s t paragraph on page 1 1 , in $?Mc& y* fere roe i s 
mad* to the i n i t i a l i n g of the German-Japanese agreement. 
B u l l i t t has been here fo r a few days on Me way back 
from the south returning t o Moscow, and he was 
tremendously in te res ted i n t h i s item, which, he sa id , 
was of f i r s t importance t o him, I to ld him my 
source of Information and he agreed that i t was a 
thoroughly r e l i ab l e one, as he a l so happens to icnow 
t h l * person •Rb.o has reason to be p a r t i c u l a r l y well 
inforraed concerning t h i s matter . 

The information in the l a t t e r pa r t of t he 
memorandum with regard t o Germany"s a t t i t u d e I find 
confirmed from so many r e l i a b l e sources tha t I bel ieve 
i t can be en t i r e ly depended upon as giving the present 
s i t u a t i o n . In f ac t , throughout the en t i r e aemorandum 
whore there i s a statement o f fact I have i n evory 
case been careful to use only ver i f ied da ta . 

Cordially and f a i th fu l ly yours, 


