Viemna, Februery 8, 1938,

Dear Mr. Phillips:

I wrote you last on February 1 and am very gled to
say that sinece then the prospects for a peasceable and alto-
gether quiet passing of the amniversary of February 12 re-
meins as good as at the time of writings I cen find no
objective and well-informed cbserver here who now entioipates
any trouble, although the possibility of minor demonstrations
in Vienna or in a few places in the country is not execluded.
I still believe that the day eand those immediately following
will be entirely quiet.

There is, however, 2 certeain smount of nervousness
emong some of the men in the Government which I think is oone
tributed to a good deal by the fears of their families.

There 1&g no doubt that irresponsible Nazi groups, even sgasinst
present orders from Berlin whilch according to both Hazi end
non-Nazi sources are that there are to be no disturbances
whatever for the vresent, are threatening individuals and plen-
ning attacks on some Government offices by gase The counter
measures to protect the individuals end officers are being
effectively teken, but that it should ceuse e certein amount

of nmervousness is quite understandsble. There is, however,

no fear in well-informed quarters as ¢to any actlon against the
Government of & real character for the near future. As I have
brought out in my letters and despatches, the Government re-
maine in s position to eesily teke care of any such aotion
against i1t. The most comforting feature, however, is that

for the present I don't think any of the dissetisfled groups
are planning any real action.

One of the prinecipel present Germen methods against
Austria iz that practiced through diplometic chennels in wvarious
ecapitals. Germen diplometic officers im Budapest, Belgrade,
and all over this part of the world speak of the weakness of the
Austrien Goverument, its lack of populer support, of very great
dissension in the Govermment, and of the liklihood of impending
chenges in the mekeup of the Government. It iz not unlikely
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that you would get the reflse¢tions end reactioms of this
whispering campaign from the Ministers of some of Austria's
neighbors in Washingtome I ocan only repeat that it is the
opinion of well-informed, objective foreign observers here,

as well as of Austriam cireles mot necessarily sympathetie

to the Govermment, that the position of the Government 1is
stronger than it has been certainly for a year, end that there
are no real difficulties within the Government. I have writ-
ten so much on this subjeet that I need not go into any detail,
but I should perhaps add that the repeated stories about dif-
fioulties between Schusehmigz snd Starhemberg have really
nothing to them. Sechuschnigg is more and more recognized as
doing very well and he geins new friends comstently for Wimeelf
and the Government rather than losing them« On the other hand,
he will never arouse much emthusiasm end smomg his friends he

is oonsidered as lacking somewhat in deecisiom., He is an inte-
llectual snd has the difficulties of am intellectual in arriving
at some decisioms, but he is anything but a weak men, Starhem-
berg, with less capacities in various ways, is more decided and
more firm, but not so wise. Schuschnigg and Starhemberg un-
doubtedly have frequent differences of opinion, but no gquarrels
and Starhemberg realizes very well that as sn altern~tive to
Schusehnigg as Chencellor now he would injure Austriats position
a8 it would lessem the sympathies of the Little Entente now so
cordial with Austria. Starhemberg may be ambitioms in his owm
way, but he is not stupid and he hes & good deal of patriotism
and is not going to push himself et this time, even if it is
only beecause he knows it would not be %o hie advantage now.
Even Italy does not wish to eomplicete the Europesn situstionm
by eamy pressure for Starhemberg and undoubtedly prefers to see
Sehusehnigg at the helm,

Just as background it may be intereting in this conneot-
ion to say that the possibilities, if Schuschnigg should go, are
of course Starhemberg and then Buresech (Minister of Finance),
Sehmitz (Mayor of Viemns), Adem (Publieity), end Gleisner (ome of
the Provinoial Govermors). Of these Starhemberg is naturally
the most in the public eye, but aside from all the considerations
I have memtiomed in previous letters, he would ve guite unacoept~
sble to the Chureh, and although it might not directly stand in
his way, it is realized th.t Starhemberg could not keep all the
elements together mow behind the Govermment to the degree Schus-
chnigg does. Buresch has been Chencellor eand hes many excellent
gualities snd is well thought of in Genmeva amnd in foreign cireles
where he is known for he has been in the Governmert since the
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end of the war, but a Bureseh Government would bs much wenker
than a Sghusehnigg Government, Colonel Adam iz & very olever
msr snd remains always a possibility to be comsidered in future
situations, but he is hardly timber for the Chancellorship et
thie time. Glcisner is » youngy man who is very ambitious and
who likes to have himself talked sbou%t, but he is hardly to be
goriously soncidered now. The svailable timberr is not any
too promising end one cen only hope that in the interest of the
gareral Europear sitvoatiom, es well as of Austris, Frau Schuseh-
nigg's prayers may be answered that her husband will not meet
the fate of Dollfuss, There may be better men among the
millions of Austrians than Sechusehnigg for this job, but none of
them has as yot come to the Tope

L think § can safsly say (o you thait you need not be
prececeupied for the present at least with informstion whieh you
may pet with regerd tc the instehilily In the present Government
here.

The Foreign Hinister, Berger-ialdenegg, told me yestcre
day that the Chancellor and he are leaving for Paris on Febru=-
ary 20 end will stay there until February 24, when they go on
to Londom for = few devs, 1 think both o7 these wislts are
made more on their own initiative. I think Berger-ilaldenegg
when lest in Geneve let drop e hint thet they would be glad to
go to Paris end London, and the Freneh end English very courteouse
ly szaid thay would be pglad to see thems The Austrians then
had their Ministers in London and i'aris take up the matter in
a more definite way with the result that they were invited to beth
places. A good many people are giving a significance to these
visite whieh I do not believs they have as Austria has nothing
perticularly to say in either London or Paris at this time.

I think I can say pretty definitely thet Berger-Waldenegg and
the Chancellor wanted {o make these visits for the effeet they
would have at home in Austria end in this part of the world.

i eultural agreement has just been signed between I[taly snd
Austria snd while the Austrians are grateful for the powerful
help politieslly and commercimlly whieh Italy has given them,
there are a jood many people here who objeet to so-called Ital-
ian influence eand even more sctively to cultural propagenda,.
The fact that Italy has been very rmoderate in her demands on
fustris ic somethlny which maturaelly the people here do not
understand and this visit to raris and London is aimed to counter=-
sct the effeot of the visits to Itnly.
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From the French point of view of gourse there is no
reason et all why they should not have the Austrisns come,.
On the other hand, the visit will be an acceptable uvns. From
the point of view of London they will be gled to have Schuseche
nigg =nd Berger-Waldenegy there, for it is the British poliey
to add in whatever wey it can tu the prestige of this Zovern=-
mente Then, too, they will be plad to have both of them in
London whers some of thse imglish, dissatisfied with certain
conditions in ‘usirie, can speek directly with Schuschnigg end
Berger-Waldenegg. I think they will heve some uncomfortable
moments in London where some of the British Soecialists will
take the cheance to hsve a whack at them, but I believe thet
from every point of view the visits cen only do goode Vhat
I wish %o emrhasize abocut the vizits is thet the initietive
appears to heve been on the fustrien side and there are no
special subjects to be discusseds By thet time the Austrisns
hope thst the none-interference pacts may heve reached the
point where at least soms peragraching of the preoposed paets
may be discusseds The opportunity, of course, will be tsken
by both sidés to diseuss =1l of the problems in vwhich ‘fustria
is interested.

The winter tourist season, especially et some of the
pleces, promises to be execell b, At Kitzbihl

hle te get sceomodations befora Mareh, end prices
and trebled. The ettsntion whiceh has been con-
justrie snd the now greater feeling of seecurlty

s in +H¢ country are bring *nq 8 very Fin, type

‘or 2 sevsral weeks stay. There ere some who
visit here st this time hsd e particuler signi-
fioance and that the wvery fact that he 1s ir fustria has had
a quietine influcence on certein elemerts ter;teé to make trouble.
in sny event, his coming hers at this time is cne of the minor
but very conerete evidences of the active sympathy of certsin
eireles in Englsnd for Austrie.

I have seen the Fareign Minister s number of times re-
cently and he is quite pessimistic with respeet to the Gorman
attitude following the London ecnversstlonse The information
whieh the Austrians get is that in Reieliswehr eireles and the
Wilhelmstrasse there is great disappointment for they did not
expecet such far-going agreements in London,  Aceordins *o the
Austrien informstiom, these cireles are rot yet ¢leer acr to the
attitude Germany should take. On the other hend, the chern-
ment here is convinced that Hitler snd the Perty heve ir no
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sense given up their espirstions toward Anstria end in other
directions and thet the Party has no intention of signing any
pacts if it ecan avoid it, The informetion here is that the
Reichswehr cireles, the Wilhelmstrosse, and Party cireles are
in accord, however, that Germeny must play for time and pro-
long the negotistions, The Government here hopes thet a firm,
united fromt between lLondon, Faris, snd Rome will bring Germany
into line, but it has grave doubts as %o whether this heppy
outeome will be realized.

Berger-isldenegg told me that they have hed a rely
from Germany with respeet to the non-interference perets and
that it is not nearly s unsatisfactory as he believed it
would bes H e zaid that Germesny posed a mmber of questions
which did not seem as difficult as what they anticipeted.

I will not go imto these as they are obviously the same vhieh
Germany posed iu Rome end Paris snd on which you heve, I am
sure, full informetion, It was significart, however, that
he should say that he was umable to determine whether the Ger-
man answer indicated a fevorable attitude or whether they were
only stalling for time. He was inelined to the latter opine
iom for all the information which they had wae "that Germeny
would use every effort to keep out of the pacts®.

The Austrian mentality is, I think, indiceted by what
Berger-ialdenegg told me of & recent talk which he had with
Benes. He said that he had told Bemes that unless Czecho-
slovekie and the rest of Burope stood by fustria they were lost.
If Austria did not econtinue to get this help from outside it
would have to become more Nezi then the Nazis to save themselves
and Austria from becoming a mere provinee. I remsrked thst
even their becoming more ¥azi than the Nazis would not save them
from becoming a province, to which he agreed. It seemed quite
clear from what he said that if the foreign help disappesars
this Government will swing of its own initiative repidly into
the Nazi camp, I think anything of this kind which Berger-
Waldenegg said to Bemes and which he may say elsewhere is not
intended as a thregt, but indicates whet the sction here will
be if the foreign support falls swey, growing out of the fear
of what would heppen to individuals. I think there is no
question but that if the present agreement between London, Peris,
and Rome reparding Austria breeks dowm or giould definitely
wesken, Austria will very rapidly seek shelter in the German
folde It will be the most natural thing in the world, for they
will feel that they may be able to save something through an
avalanche in thet direetion rether than waiting for Germeany
to come and teke them.
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I should add thet the Foreign Minister's remarks are
not to be taken ss any indication of weskening herc. Austria
will hold out and is better than for some time able %o lold
out i1f she continues to have the support she now hes from outside.

I wesone of those who misjudged the effects of the Sear
vote in Germany, pearticularly in Party cireles. I believed
that the Party would be contented for some time tc rest om the
laurele of the Saar vielory and show 8 grester disposition to
cooperste for at least the time being with the rest of Furope
without, however, giving ap definitely ite aspiretions in eny
direeticme I heve hed ne 1llusioms sud do not heve any with
regerd to Germsuy's pgiving up its esplreatiorns in Furope end for
rogaining its colonies, but I felt that we could count on a
reriod of partial cocperstion during whick tre resconable elew
ments might gain contrel in Cermeny aund thus promote the hopes
for ultimate binding spreerents for mesintelning pesces I can
not go so far yet es to say thet the developments since London
show that Germeny will not yileld, buit wn ile other hand the ine
formation which we have so far hers is not erscureging. I
knew, as T s8id in my letters, thst the Party would meke e tre-
mendous effort not %o give im, but evern T who have no illusions
did not feel that their sttitude weuld be as intransigernt as 1t

seems to be. It Iz gt711 oo eerly to pees any defimite judge
ment, but the cutlock is not goods

There is no use in having any illusions as to whst Hite
ler and the Party want, They have thelr eyes on lemel, Alsace:
Lorraine sund the Eastern fromtier. They nourish just ss strong
ly the hope tc zet the Tkraine for thes surplus German population
and to get the fertile lands which Germsny "must have", Austria
is a definite objective, with absorption or hegemony over the
whole of Southeastern Europe definite polieys. Ae long as Hit-
ler snd National Socialism remain in power in Germany, Burope
%111 have 4o deal with these aspirations, paets or no paets.
With the present regime out of the way the danger is lessoned
and the field of ambition more restricted, but it would be il
lusbry to believe that the danger of Germsny to Buropeen pesce
is definitely elimimated. The only thing that cen hold Ger-
many in line is 8 concert of the powers so close and dsfinite that
Germeny's policy will be reoriemteds. Tho danger to Europe can
gtill be everbted, for the German pecpls, although warlike, have
shown themselves docile under strong lseadership. Probably in
no other country in Burops could a Govermment have doms wlth its
people what this present one has done with Cermany in the pest
two years. Germeny cen be led into being a good neighbor and
into being a bad one, depending on her Govermment.
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The Germen attitude now is very similar to that of
the Soviets before recognition by us. The Soviet regime
did not wish to talk sbout recognition with conditions, leave
ing the impression thet if recognition came they would be
reesonsble with respeet to debts, ete. We may not have been
convineed entirely as to their good faith, but we gave recog-
nition in the hope that we would be sble to rsech some agree-
ment. The recent brssk down in the negotistions with the
Soviet regime leaves the impression that they never intended
to keep any of the promises which they mede, direet or implied.
The sawe situation applies to Germeny today. She struggles
for recognition of ecuslity and of her rearmement without eon=
ditions end endeavors togive the impression that once these
ere granted she will be entirely reasomeble. I think we have
even much more resson to believe that they are not more in
eernest than the foviet regime was, for with respeet to keeping
its promises in the internal and external field, the Soviet
Government hes a better record than the Nazis,

It would, in my cpiniom, be the last extreme of folly
to put sny hope in Germem promises at this time. The protest-
ations of Hitler that with the Sagr ovt of the way there are
ne rore territorial difficultiee between France end Germany are
meaningless. Hitler hopes to get Alsace and Lorraine baek and
has no inteution of giving up the struggle in that direetiom.
As in Austria end in other dlirections, they may not contemplate
direet action, but Germsny intemds to work through raising dise
turbances by so-galled Corman minorities, keeping “urope in a
turmoil. Fhen Hitler proclaims his will for peace he wants
peace, but only so that Germeny can work her will. He wants
%o keep a free hand 20 as not to be bound here snd there by
pacts which restrict activity or bring her into internationel
difficulties at so meny points.

The #rti~les by Lord Lothian in the TIMES early in
February, which you have seen, are very interesting. They show
a very commendable and a very fine spirit which might apply to
another Germany, but not %o Hitler Germany. The reply of
Wickham Steed in the TIMES of February 2 is not only penetrating,
but in my opinion of historie importanee. I tske the liberty
of quoting 1ts

%Yord Lothian is perhaps right in thinking Herr
Hitler sincere. Some study of Herr Hitler's
writings, sayings, and doings has convinced me
thet he is usuelly sincere - and thet he is capable
of being sineere in the most contradiectory and in-
compatible direetiops with swift sltermstiom if

not simultanecusly.
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"The central fact in “urope today, may be as Lord
Lothien avers, 'that Germany does not want wart,
But it mey siso Le that Germeny wants 'equality?
during 10 years of pguaranteed non-interference and
relief from the restrictions of the Versailles
Treaty, so that she may pursue a poliey of terri-
torial aequisition by propszande among the 'Germen'
populations of neighbouring States, Her methods
of propaganda in fustria, in the kemelland, and
recently in the Sear, to say nothing of Danish
Sehleswig eand Denzig, heve mot been such us %o
inspire vlind trust in ner guiescence. Hor is it
certain thet Genersl Coering's visit 4o Poland has
beern sltogetier s mission 0f PEBGGecescssssssvossse

“Judged in historical verspeetive, and mekin: ale
lowance for all differences of circumstence and time,
the outlook today seems to presect ome feature which

is to all intents and purposes, identical with the
Gominating feature ol the cutlook im the sumer of
1214, This festure isc that, if Great Britain is
thought likely nol to set ner fase agaimst war, or
ageinst methods likely to provoke wer, the chences

are that thers wlll Le war as scom as the mowent ig thought
opportune for ite DBut if ro room be left for any sueh
belicf, war will be avoided and pomce uay presently be
orgenized",

The foregoing is & quotation from & men whe knows and who squarely
faces the fsetse.

{ will not endsavor to comment on the London conversate
iong for you have ever so much better direet informetion than
sanything I can give you here. I think he wost signifiscent
feeture of the commmniqué is the statement that after Germany
has been communicated with and agreement is not in sight, France
end England will comsult agmime I think the Sunday ameeting in
London was a memorable ome after the Cabinet had hed its sessionm,
for the inglish were fecing whet definite relusal Ly Uermsny
would mean. She probably wante to avoid the mistakes made in
1914, I think there is no getting away ‘rom it that the guestw
ion of the alr fleet now has become just es important asthet of
the navy's was in the years immediatsly preceeding i91l4. Enge-
land feels herself ac definitely threstened now from the sir,
if not more so, thean she did in 1914 by the growing Cerman fleet.
In the years before 1514 she failed to tske the necessary
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precautions. German intrensigence now mey drive her into
mich eloser wnion with France than most Englishmen relish, bu
which union ssems ineseapable if Germen intransigence contine
nes. It i3 almost unbeliesveble that twiee in less than half
a century Surope should be faced by this danser to her peace
from e country which seens to lLiave no desire to live as e good
neighbor.

I remember thet in Jums, 1933, I had a oomnversatiom
with Goering in which ' F called attention to the fast that the
German stress on alr rearmament would dismulet -nglapd in the
same way as the inercese in the flest had before 1914, and
thet 1% might have for G ermany the same gonseaquencss. Goering
t0ld ma thet they wouid do nothing im the way ol increesing
thalr fleot and would aoncentrate on air and land rearmament
and would know how to quiet Mngland's fearse I rememver so
well his saying thet thay would not even Luild up any merchant
marine ships, although it would help lHemburg snd Bremen which
were elamoring for it, i order to keep !mpgland quiste I
t0ld him thst Just as they had hoped to keep Znglsnd a neutral
in 1914, they voulﬁ probably find themselves just as dlb&UNOint-
ed when they had to csome to, a new struggle in Turope, dut !
assured ms that they know how to take care of ingland.

I do not wish to ploy on uvne string all the time nor to
weary you with reiteration of ths sams idea, but I feel that
those of us vho kmow Hazi poliecy must contribute vwhet we cam to
its eclarification when there are such disturbing interpretat-
iors e¢ those cf Lord Lothiam and when the leeders of the Gove
ernment of a grsat psople such as tho Gormans cynlceelly male
statementes %0 the whele world which they do nol moan. Yon
heve read reports of this medieval play siven in Hagen re-
cently which has refsed suoh a evnmobtion, The 0lé German pagen
spirit in this is glorified and Christianity is held up to
ridicule and ac a wealmess of a great people. The Party str.g-
zle in Germany for s coordinated Church under absolute State
control and & State insirament ls an expres ssion of 2 feeling
which hes existed in certain cireles in Germany for years that
Christienity with its morality and its general teachings is s
restriction on 2 warlike peonle lik=s the Germans whish has a
mission to fulfill in Iurope and the world.

Professor i‘edlich was in to so8 me = few days ago bo~
fore he left for Harvard, and he quoted some Germen lines to

me in %this raospeet in a manner whiech smazed me, I thought I
wes Ta%rly femiliar with German literature and philosonhy, but
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in a few moments he told me a great deal that I did not know.
1 found thet behind this movement for the State Church there
existed something of whiech I had no ides. The tragic part
of it all is that evem though the Cetholie and Protestant
Churchse are finally successful in their struggle against co-
ordination, which I believe they will be, there will remain
in Germany this movement of the Party Chureh which can easily
gein strength and which is & new disturbing element in an al-
ready disturbed picture.

: I have the distinet impression that Germany is going to
make a tremendous struggle to gain time. Faced by the situation
created at London, she will have to appear to be reasonable and
to be willing to talk. She will split hairs on definitionms,
on non-aggression sand non-interference, and on every possible
aspect of the pacts and agreements. She is going to endeavor
%o bargain to the lest limit. Her tactics I believe are the
wrong ones, for they will only consolidate Europe against her
through strengthening the distrust which 1s inecreasingly felt
even in quarters more friendly. I sm still hopeful that a
solid front will be maintained and that this may foree evem this
regime into agreements which, as I pointed out in my previous
letters, will at least give a bresthing spell and inerease the
possibility of a more ressonable regime coming inmto power in
Germany., But it seems increasingly clear that enough harm has
already been done in Germany to ecreate there a situatiom whieh
even under s more reasonable regime will be disquieting in
Europe. A “uropean block acainst Germany mey not be a desir-
able thing from meny points of view, but it is for the moment
the only way to bring Germsny to reasoms I think I need not
tell you that I am far from being a hysterical or fearful person,
but I see & definite menace to European and world peace which
must be very disquieting to us in the long rum. If this regime
can be curbed, the danger is much lessened without its boing
definitely eliminated. i

This feeling is all the more strengthemed by the re-
lisble reports which I get from Germany that although the econ-
omis snd finaneial progrsms of National Socialism hsve been al-
most entirely sbandoned, the politiecal snd culturael program is
Just as strongly intrenchep as ever. Tthen one realises what
this means in the long rufi for the German youth and for the Ger=-
man voter snd soldier of the future easily enviseged by us, it
is most disquieting, The emphasis on the vultursl program of
the Party is in the lomg run much more dangerous even theh its
political program mow. For the curbing of the political only
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means the restricting of the cultural, and a great deal of
damage has already been dome and a great deal of seed sowm
in only too fertile ground.

The encouraging thing is that throughout the Danubian
States the situation 1s more clesrly recognized than before.
I had & long telk with my Yugoslev collesrue s few deys ago
just after he had seen the Foreign Hinister, who hed sxpressed
his pleasure over the recent speech of Jeftis who came out
openly for Austrisn independence. Iy colleague for the first
time expressed himself as being sitrongly for Austrien inde-
pendence as it was quite clear that if Austris fell tv Germsny
they would soom have Germany crossing thelr frontiers. He
referred to the Germsn promises, especially those made by Goer-
ing om his last visit to Belgrade, and said that they now kmew
in Yugoslaevia thet these meent nothing. He said that the Ger-
mans were now much more active in Budepest and Bucherest than in
Belgrade. Prance, he said, had been neglecting Yugoslavia, but
that it was clear that it was better for Yugoslavia to have to
deal with Italy and Frenee then with Germany, for they at least
worked lore in the opem and could be good neighbors if they
promised to, All this came very strangely to me from my Yugo-
slav colleague as his perscnal orientation heretofore has been
more towards Germany them Italy, but I believe more out of fear
of flermsny than predilection. He said incidentally that thinge
were going well im Yugoslevia and the situstion developing very
satisfactorily.

Cordially and sineerely yours,




