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Dear Mr. Phillipss

Thers have been no develommente of outstanding ime
portance in Austris sinee I lest vrote you., The situsiiom
remsins entirely qulet throurhout the ecuntry. The new Cabi-
net hss sot'led dowm to wo k snd there hss been no ghsnge in
polioy fnternslly and no chanre of importsnce in Austris's ex-
ternal relastions,.

The new Minister of Socisl slfsre, Ir. Dobretzberger,
in one of his speeches has indiceted thet the govermment may
seek reconeilistion, st least to e degree, with the “oelisl Demo-
erets. Thie news wes imvediately welsowed in Englend where
the represziom of the Socelal lemoerats in Austric hes slways been
one of the difficulties which the British Government experienced
with its own publie opinion inm its Austrien policy. The Brit-
ish Government has alrsady oxpressed its interest through its
Minister here in Dr. Dobretzberger's declarations and nsked for
more speoifie informetion es to what 1t means. I am inelined
tc think, and I think this is the gorreet estimote of the situstion,
that Ur. Dobretzberger has no definiie meesuree in mind, but
that he will hsve the Chancellor's becking in sueh measures which
it may be possitle to teke in coneilisting the Soeial Democrats.
In view of the etrong Helmwehr attitude ageinet the Coeial Demo-
erats which Prinece Starhemberg thoroughly shares, and in view of
the Helpmehr strength in the Govermment, the probesbilities ere
thet the Chencellor and Dr. Dobretsberger will not be eble to go
very far, but it is interesting that the iinister of Soclal Wele
fere should have mede this declarstiom. It would grestly stremgth-
en the Covermment in Austris as well as strengthen its positiem
in ngland and France, 1f zome messures to ecnoliliste the Socinl
Demoerats could be takem. The wlole interest of the Government
in this metter 1z of eourse dletsted by a desire to coneiliate
public opinion in France snd in ‘mgland where Austria recently
has had not too good & press a8 a result of its attitude at Cencve
on sancticns snd of the menner in which the reeent Cabinet chanpes
were brought about.

The Honoraehle
William "hillips,
Under ‘ecretary of State,
Washingtw. e Ce




It is interesting thet Pey snd Starhemberg, who so
thoroughly dislike each other and who heve ench coneldered the
other his wost aerious rival, have had several oconversetions
regently in order to talk things out and 1t seems thet Fey has
definitely accepted = secondary pesition. They wemt so far as
to shake hends with each other at a militery celebrstion om All
Seints Daye All the deposed iiinisters and Seereturiee of State
are being cered for with comfortable berths by the new Cabinet
and have been givem high desoretioms, so that et lesst on the
surfece of things everybody is happy.

Hews ls eppearing in the foreign press thet Sterheme
berg is sonding emissaries to see Otte in Belgium end that he
end Fey have reeched sgreement with regerd to s restoration of
monarehy. I think thet all these reports are premsture snd
without real foundation. The new Hinister »f Finanoce, Drexler,
vhom Pringe ‘tarhemberg put inm, is very important in the moneroh-
ist eamp and he will undoubtedly heve to meake some pestures to
Otto, but these I think »ill be in the form of feeiliteting the
return of some of the Hebsburg property already ¢ ecided upon
some time ago, I doubt whether there will be any definite sot-
ion toward: restoretlom im snything like the nesr future beosuse
starhemberg sees himself nearer to regeney than ever and hee no
desire to use his ‘neressed power for the benefit of the lsbe-
burgs. The gquestion of monarchy remsins, I believe, jJust as it
hes for months e that is, thet the Uovermment keeps 1t up its
slocve ss an omergency nessure ageinst Germeny and which it doce
not intend to ucze unless it has to. Thet a sop will be throwm
to the monerchists now and them is only to be expected, but these
gestures mist not be interpreted to have too mueh meening,

There is n good deel of councern within the Govermment
regerding the English and French attitude towards the new Cabinet.
The ocld reception whioch the new Cabinet has received in England
hes oome like & eold douche here in Viemnss The Uritish Governe
ment has meintained an attlitude of very resl reserve. Vhen
Prankensteln, the Austrien MHinister in London, offered explan~
ations in the Foreign Office regsrding the changes and referred
to the British press resetion to the Austrian sttitude on ssnetions
end to the Cabinet shences, [ understand that little interest was
shown end & deo'ded proferenge indiceted not to disouas the pite
uetione He was assured there, es the British Minister here

L)




-3-

assured the Foreign ¥in'ster, that Emglend's poliey did not
change essily or quickly and thet her inmterest in Austrism
independence had in no sense abeted. “m the other hend, the
British Government has elearly shown thet it wes not rlesszed
with the umnecessary emphosis placed by Lustris on Italien
friendship st Geneva and that 1t could not emthuse ahbout the

way in which the reeenmt Cabinet shmnpes were brought shout,

As evem the strongest lieimwehr poople in the Covernmont herve,
ineluding Prince ‘tarhemberg himself, must realize that ‘ustrie's
finencisl problem cannot be helped exeept b Fmgland, this et~
titude of reserve by Ingland has oreated, to put 1t mildly, real
gonsternation heres The Government reslizes that it hes gome
too far in its pro-Italisn attitude, cspeelsllys s it sees Prance
definitely lining up on the side of ingland. The press hss
within the last weeks contimued its toming down process and
there iz an sltogether different sttitude om the Abyssinian and
Italisn question. Vihlle neturally still friendly to Itely,
there is & deelded piping down of the pro-Itelian sttitude end
there are no more unfriendly refersroes to ‘nglend.

The Covermment here has not been mede eny more come
fortable by the fact that it hes to send during the early part

of this month, some of its financlal experts to London to talk
on Credit Anstelt metters end thet embarrassing questions will
be ssked about Austria's budget snd the plems of the new Finsne
oo Minister. 7 think Starhemberg will find thet 1t hes done
him very 1ittle good to put his own henchman in as Finance
Minister snd I would not be surpriced to see Ir. Dpaxler's
term in that offlge of comparatively short duretion. e is
elever enough, but he has been mixed up with too many ¢t ings

of sn unsavory charscter to enable him to gsin very much confie
denoe elther st home or abroad end the Austrien position both
et home and abroad requires this gonfidemce in hor finenelal
position.

In the major positionm I think things are developing
very much in the right direotiomes There is no reason to change
any of the eonclusioms which I set forth in the memorandum
whioch T treansmitted with my letter to you of Ostober 11, end
on which I commented more fully in my letter of Ogtober 15,

The gemeral situstion seems to be develoring along the lines of
the momorandum snd of my letter.




Little by 1ittle tho degree of oooperstion be-
tween . nglond end Frence, which has slready been errived at,
is ooming out and the sgreement is more far-reaching slready
then snythin: whlioh hes appeared in the past, Thers ig mere
king of time in bYoth nrglend snd Frence. Im ingland there
will be very little sotiom ezeert stendy prescure om the appli-
eation of smnotlions and quletly strengthening her positiom in
the Kediterrsnean untlil eftor the eleetionss In Prance the
English nre ~uite vroepsred to hHe a bt patient until publi
opinion emm cateh u» with suoh wisdom az there msy be in Peris,
It is not ot *’wa" ﬂw%“w'* Lavel will bhe able %o stay, =nd my
ovm fealins iz that . y throupghpoiag Pngligh-Trensh cooper-
ation will not e p n or 8t least its defimite working
out will not bo sffee Leavel 1z removed from the
soene, even though 1t may De hex ;‘n:;mrll;ro

The English prepearetions in the Medterrancen sare
in the meantine g on 6% o tremendous reve. Just yoster=
day I was tslking w'th ‘wo of my ‘nglish fricnds here and
onsunlly ¥2lking about some family matters with cech other I
heard anoh observe to the other thet thelir s mns had gone with
their repgiments to *he Veditorranesn. The lull before the
elections and bafors the definite applleetlon of samctions
ie porheps not altogether unweloome to uw'}.um‘, for it gives
hor the time to strevgthonm her position. £o for e 1 can
sec, thore it ro 'ntextion on the peart of Englend {o cffeet
s face saving eomprovice with I‘nly, snd I cling 4o m- opinion
that it i ta be '*".Cv_“:‘(' "&'% no zash foce =28 conpromise will
bs errived et beoosuss of its Q(‘?.‘:é;t‘l‘ﬂo The 'rmmer in whiech
the British Sovernwont hos handled this situstion 1s reelly
guite admirsble mxd 1t sanuwot afford to meke say setilement
cutside of the Lesgue. hwong peny olesses in ,z:“]r‘f*‘ there
is 2 certaln 3hnm=l. nystic devotion whieh has growm up with
respeot to the League, end while behind it all there mey be
foars for the Fapire, this dewoilion to the League prineiple
18 very reel.

Tou will be intereslted to lmow thet the other day
there game 2 Vieuns a rathor lmpariant Snglisicean with lete
tors of !ntroduetion to the paople n the Jermem Lo atiom here,
Kettelor, vho 15 Papon'e wmoathpleee, spoke very frankly to
this Engliszhnam, for v new what he would say would get baek
to the most ilmporimat people ln Londom. This fnglishmen was
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told that in Pepemn's opinlom, which he had definitely expresz-
ed to Hitler, it wes impossible for (ermany under presont eune
ditions to take sny overt setiom sgainst Austria, If there
were an eleotion here now the lezis oould not expeet morethan

% 25% vote. If, on the other hend, there could be inglishe
German rapproschment, the ground would be prepered for sn entire-
ly different situstion 'n Austria and under these clreumstances
an ologtion here would result 4n en COX vote im fevor of close
relations between Ausctris snd Germany.

vom Ketteler emphasized to this Englisklmen that for
the time be'ng his shlef, won Fepem, eould soe mplisk nothing
in Austrie snd that hie negotistions with theiustrism Governe
ment were practleslly st a stendstill. He seld that Austris,
after all, was only = pswm n the bigger geme snd that what
wes negeseary, end whet HHitler desired, sand whet von Papen was
working for, wes elose Furligh<fearmn gooperst iom, Hitler
end Peen renlized thet this oooperstiom oculd not be brought
sbout &5 lons es Goebbale remained ip the cloture. He seld
thet if the English pepers would sttmck Goebbels it would grest-
ly strengthen the position of thosw who were tryinmg to get llit-
ler into s more reasonsble freme of mind, This would be diffi.
oult to do, but if Hitler saw & posaibllity of inglishefermsn
cooperation he would diteh evervthing else. uah cooperation,
von Ketteler sald, would res:lt in twenty-five ycars of posoce
which would be s grest advantage to both Unglsmd and Cermsny.
A%t the end of that time it mlirht come to a trial of strength
(Msehtprobe), between Germany and Ingland, tut this perheps was
unavoidable snyway and the postponement of the struggle for
the mastery of Furope for twenty-flive years wes alreedy o great
deal, The maYvetd of this sort of conversatiom to comvinee
the English of the desirability of GermmmeEnglish cooperstion
will mmuse you, but the intereosting part of 1% iz that this is
reelly the sort of feelers which are being put out towesrds Eng-
Inn? comtimaously. T thinmk 1t 18 realized in Imglend that
those twenty-Tive years of peege would be yesrs of trouble,
and the pame would herdly be worth the price.

The woakness of the imternsl Germen pozition is bee
coming ¢ neteantly more evidents The extracrdinery detechment
with vhich Germany is cutwerdly fellowing the gerersl Europe em
situation at present is one of the most definite expressions
of this weskmess. £he made s tremendous offensive some weeks




age when she saw AngloeFrench cooperation im dencer of coming
into being, As indleated in ny memorendum sent with my lot-
ter of October 11, thic offensive wes concentreted on Verssw,
Londen, Puris, Brussecls, snd Rome. The offensz ‘ve was o coOm=
plete failure and Berlin is sorrespondingly restraned and
quiet, but nevertheless expestant and uneeasing in its setivity.
As wes to be expected, close lnglo~Frenech cvorereiion is heave
ing its definite resuliss Beck in Versew ie "sick™ snd there
is telk of his resigninge I hesr that 1t i pretty definite
thet he will res ipn. Unoe szaln the Poles are running true to
form snd are changing horses, but it is not golap to be a pre-
eipitete changs., A1l the informstiom I get here, however,
from well informed sourgee iz thet Beek will in ¢ eomparetively
short time be rerleced by a Foreignm ¥inilster who w'll follow
a more pro-Frengh and pro-finzlish pelicys Thiz will grestly
upset Berlim further ss "srsaw i lthe eontimental keyzicne om
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whiek it bullt its Buropesn expensionist plans.

In spite of the eoldnsses with which the Cermen ed-
vences have beer reccived in Paris, CGoering in his fasrbrucken
speoch a few days ago makes another impeseioned sppeel fer co-
operation with Fronce. FHe declares that Cermeny hes definitely
given up Alssce snd Lorrsine and that there are no reel Jdi1ffie
culties exiesting between Germany snd Prange. Te emphacizes
Hitler's steatement to this effeet and expected to Le belluved.
You will remember I told you im cme of zy letters thet shortly
after the Saar elestions and Eitler's stetcment thet now there
were no more diffioultics between France snd Germany, an Ameriocen
was present at Derothesgnden when Hitler geve Coering = wink
when the question was asked =s to whether Cermany had really
given up sll hope of regaining Aleace and Lorreine. Fortune
ately in Londom, Paris, snd Erussels it ls understood whai cone
fidence san be put in declerations of this Government im Berline

Just ss the Austrien Government 1s wvery much disturbed
over publiec opimiom im France and in :nglend, end just as Fol-
and is considerin swapping horses ageim, so in lHungary there
is real concern over the offect of iis sttitude on senciioms et
Geneva. ¥With the restoretion of monerchy im Greege and the
corresponding strengthenins of the British pesition there,
snother “erman gun has been =piked,

The "Stimmung” in Borlim must be pretty poor those
days with the extermsl & tuetion developing so definitely conme
trary to its expeotetions and with the inoremsimg probability
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that the Italisn-ibyssinian venture snd the EnclisheIteliam
tension cemnot brin  sbout gemeral disturbsnces in Purope which
ghe eould eapitalizes Inm the msant ime her internmal & tustiom
has in no sense ‘rproveds The butter osrde were to be brought
in on November 1, and that they were not put into use on thet
date hes been interpreted in e part of the foreign press as sn
indieation thet the situstion is not as seriocus se it hes been
piotured. te = matter of fsot, it 1 an Indleation thet the
sltuation i¢ even more serlous for the cards were not put inte
uze on NHovenmber 1 simply beenruse there was not sufficiemt but-
ter on hand to provide the quarter of a pound par person per
day whieh the cards provide for. iwery effort is belng mede
to provide sufficient supplies sothat the butter cnrds cem be
put into effeet by Deecember 1, and they will merely be the
forerunner of others.

The process of expropriating the property of Jews and
others is roin on reridly and in spite of the opposition of
fehacht nd the Teichswehr, the asttitude a einst the Jews 1is
being stiffened end implacably carried through. The situstion
in Germany hes reached the point where the present regime 1s
gett ing its strenpgth slmost entirely from those who benefit
directly or imdireetly through it. The number of tlese is
eonstently growing smeller and the popular support growing
NArrower. This only emphesizes the struggle of thosze in power
to get what they can while the going is good end hense this
expropriation of Jewish property. Sehaeht the other day made
enother of his ineffesctual steps when he wrote to the Gorman
Chenber of Comnerce that the action apgsinst Jowish lusiness men
mist stop wntil the sctual exeoutory decree under the Huremberg
lew ig issued.

Kipniz, the imerican tenor who wes ‘he lasi Jew left
in the Opera in Berlin, has now been let out. He was kept so
long as he is an imericen and ss they have such = deerth of terors,
but hisg goinr i sn indlesti-m of how definitely Goebbels and
Streicher are garrying through the anti-Jewish meesures. The
reneming of the L. « ALB-RY BALLIN as the HANA was entlrely due
%0 the same type of pressure, But they ere earrying through
this pressure not only egainst Jews, but against everyone who
does not oconforme Dr. von Zumbusch, who is not a Jow and who
is porheps one of the most outstanding ermen doctors, has beem
foreed oat of the University at Humnleh snd out of all the hose
pitals there.
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The internel struggle im the Party, wo w ish I have
referred in my lotiers, i: beeo ilng more resl constamtly. Very
eonsiderable ‘roupe withinm the Farty econtimue to lock upem
Goobbels end Arcicher me the areh encmies of the Farty and the
regime. They seer to think thet if they ecan remove Goebbels
and Streicher from the pleture ‘ngland and France and the United
States will acoept the present Government. They do not realize
that it is well understood that while Goebbels and Strelcher
may be twe of the most redlecal members of the Party, thelr dis-
eppeerance from the scene would not mske the present regime ary
more acceptable outeide. The whole situstion poes much more
deeply and, es [ have oftsn said, Netional Jceinlism has to pur-
gue ite course withou! change sithor 4o end 1y viectery or come
plete defeat, Theoy ean meke no compromises snd there can be
no acrpronises with 1te  Hem like Oosbbels and Strelcheoy, im-
portant s they may be within Cormany today, are in feet only
minor elemsnte in {heproblem snd it is o guestion of the dls-
eppearance of Hezxi ldeoclogy rather tham of s few exponents of it.

I don't know whether you heve seen sny of the reports
of the press eonferences in the ¥inistry of Propagsnda in Berlin
through whieh the deily Indiecations are given to the Cerman press,
I happened teo have the opportunity tc cee ome the other day.

The representatives of the press st this meeting were told,
amon: other thin-s, that there must be no mention whateover of
the fortifieations belng erested In the demiliterised zane,

They were told thet there must be no mention whatever of the
Tgger soandal, “scer ir ome of the bilg Party men in Bavaria
who has been levyiny blackmell om industry snd using Pearty funde
for his privete purposes. Thers were also some persomal
soandals which were begoming knowne They were told that there
migt be no mentiom for the present of the territorizl demends of
Gerramy as these interfered with the earrving through of Ger-
meny's foreign polieye Similarly they were told that there
mast be no mentiom of the militery instrustors recently semt by
Cermany to Abyssinis end of the Slemens engineers who wemt there.

1 should perhsps in mentioning the Funparian situetion
heve brought out thet the Coomboes visit to lome hes not yet
teken plece. You will remember he was to o there immedistely
efter his recent vizit to Berlin. Perhsps Budepest does not
belicve it so importent now that Coemboes should go to Rome s ince
Hungery's Genewa vote on sanetioms, but there is a good deal of
resson to believe thet the real reasonm he has not gone is becnuse
Hungary iz gett ‘ng oold feet as & result of the reastion in
Inglend and in Frence.
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As 1 see it, Imglend end Frence have resched their
decision end “nelsnd is bldinmg her time unt il after the clogte
ioms and to zive publie opiniom ‘n Fremee a ehenoe to catbh up
and for the intornsl situstion to stabillze lizelf there & bHig
mores The dangers of s fsoe saving compromise, faced by oltue
ations beyomd the conirel of anybody, is slwave present. The
denger thet there will be susch ¢ faee savin- oompromise, vhich
would be so dlsastrous for surope, ‘¢ lets than 1t wus some days
6goe The e turtiom in Itely ls diffleult Yo judge from here,
but I wae very reliably informed yeosterday thet Bepnes haz bheen
very maoh embarrsssed through em spproasch from Mussolini that
he serve as ane of the peacemmkers. As nmy nforment cbserved,
Muesoclini'e situstion must be Lecoming prettiy desperste in his
own opinion when he espproaches bDemes to set as s peacemakor,
for it is no seoret how ocrdially he dislikes him, The denger
that there may be this feee saving comprowise is not yet past,
For the time being it is less. Next week spain developments
may be such ss to bring beck this denger. The ome thou:ht
whioh I wish to exphesize 1s Thoet o fece sevin. scnpronise ls
e danger which n the interesis of pesee and of & return to
demoerat io institutions in Europe 1t iz hopod will e avoided.

1 have reed in our pepers and im the deily radlo
bulletine which we are sc ;lsd to get throush cur Fmbsssy in
Berlin, of the extraordinerily helpfal sttitude telken by the
feoretary smd the Dopsriment. The statemoniz by the Fresident
end the Ssaretary have been most wisze, couregecus, ond helpful,
I am sure {het history w 1l glve due credit in time to the wis-
dom and the courmge of this attitude. I% ls encouraging that
the prese ot home is following the lead o thorouchly snd ape
parently so far as [ san judge from over here, sc wholchesrtedly.
There is litte that wo can do, but even the little that we can
do is of tremendous i portecce and has & tromendous offect in
this dlisturbed old world over here.

Beliove me, with all yood wizhes

Cordially snd faithfully yours,

George S. Messersulthe
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