Vienna, Februsry 7, 1936,

Desr Hr. hillips:

I lost wrote you om Jamiery 25 at such length thet
knowing the demends on you I do not wish to impose any more de-
tails at this time, but things continue %o happem on thic side
and this 1ittle country o ntimues to be am objeect of greve rre-
occupation to the powers. At the risk of imposing on your
patience I therefore feel it neooessary to glve you all the worthe
while beckground svailable here.

ls seme pouch & strictly confi-

s

am sending by th

dential despateh ¥o, 684, of “ebrusry 6, which [ hope you may
+ ~

find the ortunity to reed as 1t gives the mslor outlines
the situstion in this part of the world as so Ter affected
the London and Faris conversstions. What I shell sey

letter will be more intimste background for my despsteh Xo.

As T foresaw, the visit of Starherberg to lLondon
had a number of good results. He made on the whole a rood ime
pression there end was able to dispel through thie personel
contact some ideas which were held’im a mmber of guarters in
London concerning his perscrnality. His frank way of discusse
ing the Austrion ziturtion mede s good impression. Vhat was
Just as importa. , wover, if not more so, was that Starheme
berg wes told very clearly some things which he should know.
Although Starhemberg is st11l a Young man end very boyish in
his ways, he has never really ha¢ eny youth, He has elways
beon & fighter and interested in politics with, howewer, little
opportunity to travel. IHis conteot with foreigners even in
his own country hes been restricted. There are therefore many
things which it is important for a msn in his position to know
of which he has little idem. This is one of the ressome why
in his public speeches he is so impetuous and says things which
are misinterpreted merely becsuses he wishes to be emphatie in
an entirely different direotion. This is strikingly illustrated
by hie recent statements on restoration.

The ‘onorable
Williem 'hillips,
Under Gseeretary of
wash 1nﬂt e
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While in Lzédon starhemberg weg treated with speciel
courtesy and every e wag nade & talk with all
kinds of people. He was & very spt pupil and se @& matter of

fact almost too spt for he left London with absolutely chenged
views on a number of subjeots and en ardent supporter of the

idea of Central ‘uropean cooperstlion, He wes so impressed with
what he hed been told in London sbout the impossibility of res-
toration in the near fuwture, whish of ocourse fitted in with his
own views, that on srriving in Perie =till wanted to go to Bel-
glum on the reoturm trip to Vienns for the purrose of making 1t
glear to 0tto thet there wee nothing deing in that direction.

His proposed trip to see Ctio in Belzium hed alresdy been dlsg-
cussed with him im London vhere the inadvi:ability of it was
pointed oute All indlcationes are thet &f he had plamned to

go to see Utto, it was for the purpose of saylng there wes nothing
that could be done sbout restorstion amd Otto had better recog-
“ize this, but in view of the London emvers=tions he felt wmore
than ever thst he showld say this to him direetly. When Stare
hemberg got to Peris and the Freneh lesrned that he sti1ll had
thought of roing to zes Otto even though whet he was going to say
was contrary to the populer view of his intentlions and whet he
would say fitted in with the Freneh idea, I am informed on good
suthority that the Freneh persueded him not t¢ go es they did
not wish to have the legitimists put responsibility for what
Stsrhemberg would sey on them.

Revertheless, Starhemberg felt it so importent thet

Otto should knmow his views and the utter impossibillity of any-
thing belng done about restoretion thet he sent Baron Hserdtl

f the press division of the Foreign Office, who was with him

on this trip, to Belgium to give the message to Otto. It was
after Baron Haerdtl had seen Utto in Belzium that Otte went inme
mediately to Paris in the hope of seeinp Stsrhemberg there.
Numbers of the Yabsburg olam d1d gather in Paris, but ‘tarheme
berg hed no ddreet contact with them andone of the results of the
Paris and London conversstions of the last ten deys has been

to put restorstior in the background. The Little Intente “tetoes
are reassured, whioh iz s0 lmportsnt, for no progress can be
made in the understandin- which is being pressed among them
unless the lmmwinence of restor=tiom ‘s diseoarded., All the
informetion whieh I et here from Austrian, Little ‘ntente, and
Balkan Uniom sources is that 1t is out of the pleture.

I have not telegrephed you about this situstion ss
I was eonfident my despsteches and letters have formed adequate
background.
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You will be intercsted to know that during his stay
in London and in Paris Starhemberg was so open end direct in
hie statements which he mede with regard to cocoperation with the
Little Intente, and said so little about Itsly that the Ball-
hqusplatz here became very much disturbed. It seems pretty
elear that he gave out two Interviews in Psris which the Austriam
of fieial press buresu here later sald hed not been givemn end
on Feobruary 5 there was issued an off'eiel communiqué of his
Paris visit supposedly from "terhemberg, but which was really
made up in Vienna. This communiqué I am transmitting as the
enclosure to my despateh Ho. 684, and the lest peragraph in
which emphesis was put on the faot that any conversstion with
regard to Southesstern furope would be useless without Itely, was
the effort of the officisl press bureau here to satls’y the
Italisne., Vhile Starhemberg himself naturslly wishes the
Itelisns kept in the ploture and his sympathies are still very
muach in that direction, he will not be pleussed with the sction
of the officisl press Lureau here in demying that he gave the
two interviews in Paris and in practieally msking up ome for
hime He returned to Vienna last night and I have not seen
him ae yet, but it is not improbable that Stsrhemberg may raise
& storm here among his oolleagues for having practically dis-
avowed what he said while in Paris, He iz 2 figure to be reckon-

ed with and is strong when sroused and I would not be surprised
to see some people here falrly high pleced suffer. He is
gonming to dinner at the house on next Tuesday evening when I

am sure I will pget first hand impressions of his London snd
Paris visits.

I eam sure that you have sueh full informetion from
London end Faris with regard to the conversstione whiech took
plage there thet it would be beside the point for me to make
much comment from here, The Government here is nsturally
rleased thet the vropping up of Austrian independence 2z the
prineolipal factor in the malnteining of peace in this pepd of
the world figured so largely in these conversstions. Perhaps
the pleesure was not sltogether ummixed sz they are not par-
ticularly happy here over the incressing part whioh Soviet
fussla 1s playing. Thie, however, ie not a serious or per-
menent factor for the Soviet Minister told me lest evening that
the Austrisne are willing to provide sredit fecilities in order
to promote trade between the two soumtries. If Ttaly csn be
kept in the ploture the Austrians will eventuslly be satisfied
with Soviet Hussis es one of the guarsntors of her independence
and the status quo in this part of the world,
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The feeling here iz thst the London =nd farls cone
versations heve had the followinpg definite effeocts; they have
dispelled the fenre of the Little Entente with regard to res-
toration and heve definitely impressed om the ‘ustrian Coverne
ment that the lsgitimist covement must be kept in checks They
have clesred tie pround for the eonclusion of the Rumenisne

oviet ‘greement snd for the ‘renco-Rumsnian Trade igresment.
They have resssured the lLittle Intente and the Delken Union
with respeet to the interest of Premek and England in this
part of the world end this reasszurance as you now had been
oonsidersbly shekems They have laid the bssis for the remewal
of such fears which prom rly existed of ineressing Germen ne
fluence in Yukoslavia and Rumsnia.

The foregoing are the conorete results whieh I think
we shall see of these conversations which were underteken, I
believe, without any specific progrem in mind, but with the ine
“tention of exploring the possibilities for proﬁéng up the site
uation in the ocese of hostile action by Germany or ITtaly, or
both, “hatever plans there may have beer for pushing through
the Danubien Pact hed to be sbandomed for the present in view
of the attitude of Hungary and becsuse of Italy's being ine
volved in Abyssinia. Vhatever plans there were for bringing
Bulgerie more olosely into the Peot had to be abandoned for
the position of King Boris, no metter what his desires may be,
is notsufficiently strong to carry through any present direct
action with either the Little 'ntente or the Balken Union.

To my mind, however, eside from these concrete re-
gults snd the valuable information secured through this personal
contaot, the ocutetending effects of the London and Paries convere
sations will be tho stimulus towards the trend for closer co=-
operation betwern all these stabes in 8 political and eeonomie
senge., This etimulus hes been real and & new atmosphero has
been oreated, I have polnted out this trend in my recent
letters and despetches and I believe it very important. Any
kind of a paet is still important, but, as many observers here
point out, it is not so importent as to whether there is s
Danubian or o Mediterranean or any other Pact, but it is import-
ant that all these states recognize their community of iaterest,
establlish closer contast, recognize the common danger, cooperste
in the League and in case of agfression ageinst Austrie or suyone
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else common action would gome rapidly in the absence of any
other written asgreement. It seems @ bit Utopien end T admit
that it 1s still not very real begause things e¢en heppen here
80 quiokly to disturb & eltustion, but [ ¢an sense a very dis-
tinet chenge in the stmosphere here snd 1f the veth ewbarked
on is followed out we shell see some interesting snd helpful
results.

0f courge one of the obvious implications to be
dravm from the London-Paris oconversations is the inoressed
isolation of both Italy end Germenmy. This is the result,
however, of no one's emmity or 111 will towards these countries,
but of their owm policy. This inereasing isoletion was ine
evitable and muet have 1tz oconseguences. Those, howewver, who

see in this isoletion and in the possibility of Italy and
Germany's getting together, a definlite danger to ‘uropean peace
are, I think, reising a speetre to frighten Europe into a face
saving oompromise with one or the other, or bothe

For the reasons set forth in my despateh No, $B4,
I do not believe thet Italy and Germany will get together.
Neither trusts the other and each knows how weak & help the
other would be. But even should they get together, I am
sonfident that they would find all the rest of lurope ageinet
them and the union would be a moasure of desperation which
would not aid either im the ond, but would lead to the olimi-
nation of the two Fasseist Governments and prepare the way for
Govermments which ocen énter into reasonsble end orderly re-
lations with their neighbors. Whetever identity of interests
Poland and Hungary might have with such a combinetion of Itely
end Germany, the chences are overwhelmingly thet they would
not enter irto it. Both Polend end Hungary are pleving e
double game and have been & itting on the fenee for yecars,
They have speeial intesrepts and want to be im a position to
make the best bargain poesible. They are going tc contimue
to play that geme eas long as possible, but if it should come
to & decision invelving their definitely aligning themselves
with Itaely or Germeny, or both, in the face of & combination
egainst them of the rest of Europe there ig, T believe, no
probability of their doing sce Beth in Warsew and in Buda-
post the real position in Germe-y end Italy is understood, but
they believe it is to their advantage to msintein this equi-
vocel attitude as long ss possible.
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I know thet thls spectre of oonstently inecreesing
isolation snd pressure on Itely and Germany bringins them toe
gether and of preecipiteting a eonflict in Zurope is being
reised in s good many quarters. I ean quigimacmreeiate why
some ghould believe im it, It ie in the rélm of poesibility
that they ere right, but after & careful welghing of sll the
factors involved snd on the besis of the ‘nformatlion whioh I
have, I am convinoed that this corbinstion is not & probability
end if it were I do not see it s danger. Two counmtries whose
economic and finenclal struotlre is in such a posliion as that
of Italy and Germgny may be irn & position to undertake a des-
perate action which may even rrecipitate war, but they ere not
in a position to earry through their will.

1 am not going into a deteiled anelysisg of the
faetore which I sonsidered in reaching this view and T am only
giving you my views for such interest as they mway have, It
ig difficult to maintain one's perspeotive under the most
favorable eircumstsnoes, and it besomes the more diffic:lt
the oloser one ies tc a situstion. The Fascist repgime in
Itely and in Germeny seem much stronger to the observers in
Rome and Berlin, no matter how objective end considered, than
then do from a more distant post of observation. This is
why I try to be so careful in what I say to you about the
situation here in Austrie, for I reslize that there is the
same danger for an observer here. Vhat meakes this such e
particularly interesting observetion post is thet so much ine
terest centers here and such diverging interssts that it is
perhaps not so difficult to keep the perspective.

With respeot to the position in Austria, there is
nothing to add to my reeent letters and despatehes., The sit-
uation remaine quiet with no ceuse for concern and T think
with greater resson for eonfidence. The reletioneg with Gere-
meny ere certsinly not eny better arnd I think you will be ine
terested ir the observstions whieh von Bulow mede te the
sfustrian Kinister in Berlin, recited in my despateh No. 684,

The relations between the two sountries are cer-
teinly not any better and not likely to get better, for there
is increesing bitterness in Berlin over the failure of their
efforts in Austria. Fow that the 1id is agein offy the press
in both countriee the situstion is not going to be improved.
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Pepen kesps e smiling face snd ig n pood setér.
He was at the house the other evening and one would have
thought him the heppiest end most satisfied of men. That is
just like him., He went to see our British collespue the other
day and seid thet he had had no opportunity to talk with him for
a long time and would like to discuss the sitaatLOﬁ with him,
I don't think my British oolleegue was perticulerly snxiocus to
do so, but he let Papen telk, mapen told him thet he had not been
able to mske any progress here snd he felt that 1t was beosuse
some of his ecllesgues were working egainst him. He quite
definitely implied thet he referred to the “ritieh and 'rench.
The Britisk Vinister told him thet he was s sd with
British polioy and thst so A 88 s B ish h
peet to Austris wes it was leid Eﬁ: in public
speeches of loare which ;:yun mu&t be n withe ingland
was interested, he wald, in the meintenance of ‘ustrien 1nts?
and independence as an indispensible element towards the maine
tensnce of peaee in Europe. To this sp=k Pspen replied thet
he found en intrscteble attitude on the pert of the Austrian
Government, that he could mske no progress whatever, and that
he ponsidered his work hopeless. Lvery avemue of approach,
he explained, towarde bettering relstions he found closed or
he eould meke no progress.
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The British Einister observed that he had the defi-
nite impression thet the Zustrian CGovermment would be very
happy to brins about better reletions with Germeny and that he
hed frecuently heard responsible members of the Austrisn Govern-
ment so express themselves. He stated thet the only conditiong
which he understood the ‘ustrian Covermment considered indis-
peneible wes recognition of the country's inderendence and asb-
stention from interference in her internsl affairs. To this
¥r. von apen observed that his country had no desire to inter
fere with Austrien independence or integrity and thst he had
frequently so steted. To this the British linister observed
that he understood the rustrien GCovernment wished to heve an un-
equivocal statement of the Cerman Government on thie subject
and so far he had seen no such ctatement. To this Mr. won Papen
had no resronse. 1 am ﬂnlg *c?linr you sbhout this conversation
as ¥r. vom fapen so fronkly admitted that he had not mede any
progress here and was obviously very much discoursged.

Cordially and feithfully yours,

George O, lessersmithe.




