Vienna, Mereh 27, 1936,

Dear Mr. FPhillipss

I lest wrote you on March 20, snd ss in my recent
letters and in the momorandum which I senmt with my despateh
No. 721, of March 89, I cover:d the situation so theroughly,
I wish prineipally in this letter to onll ettention fio the
further memorandum on the developments in the general situe
ation, partioulsrly as they may affeet Austria, which 1 am
tranemitting with my strietly confidential despateh No. 746,
of March 26. I hope that you way find time to resd it.

This memorsndum is In rather direot lemgusge and you
may be of the opimion that I heve overestimeted the eonse-
quenees in urope of the sttitude of inglemd sinee lareh 7.
1 do not think that I have done sce Im hiz speech in the
Commons yestorday Zdem hes already endeavored to repalr some
of the demmge dome by his ecstegoric assurences thet England
will maintein fully her Loocarno obligations sand very symptome
atically steted that he hoped thet he would not be the first
Forelign Minister who repudiated the signeature of Inglsnd.
Thet an English “oreign ¥Minister should find it necessery %o
make such v staterent 4s en indleetion that it 1o alreedy
recognized in London how far the leck of sonfidense on the
Continent hes geined grounde The speech of Adem will help,
but it lesves the future too uneertsin to have sdded mater
121 ponfldence on the Continent.

The point whieh I heve emphesized is that the ree
fortiricetion of the Rhineland iz the main question et lssue,
i the one around which the imrediate sonvers-tions will hinge,
and I do not see Cermany glving way. Eden in his apeech
yesterdey had to admlt that his last conversetion with Ridben-
trop gave no hope that Germany wuld give any assurances not

The Honorsble
¥illiam Fhillips,
Under Seeretary of State,
Washington, D. C,



sttlti.de

to commence refortificntion

British eling to the o

Hitler w'l] mske some definite ¢

“hile he will mrabﬁ?lv make awﬂc@sa,rns, X d@
glve way on the fortification metter in any s
Just a8 he was sdament on not removing any
opoupetion of a str'p of the Hhimelasnd by
troops.

British opinion, I belleve, will swir
agein slowly, but 1% will be too lste to re-estab
denee on the Comtinent., I think T have not ﬁvernstJmﬂted in
my remorandum the effeets of this lose of ewvfinww@e. The
League has been ;iven practica’ly TROE 't
denoe in British setiom or swx.ert for Sout ﬂ*v',~” Urc
practically gsone. This will heve ite definite offeet
Franeo-Italisn relstions and the cotlome of ¢ gyroups 8ssoei-
ated with them. ts I have ecovered thiz 1n the memorend i
will not go into 14 Turth

.l

Iheé new group whleh Lussolini hee formed of Italy,
sustris, snd Sungary 1s & very real thing and 1t may rley &
very lrpo-tant part in £ .ture developmentes in the gencral slit-
ustion, limssolini now hes u strong bargaininy position. The
probabilities are very strong that Frence snd Italy will settle
the ‘byssinier qu stiom without regard to the lLeazue and to
wgland, and both the League and fngland will seeept it.
This will add ¢ the prestige of France with the lLittle  ntente
#nd strengthen thetles of ‘ustrie and lungary to Tome. Paris
and Howe, with the Little .ntemte and the Rame bloe bLehind them,
will definitely influence the Balkem Uniom whieh csurot stay
avay from such e enmbinwt on, and the Znglish pesition there
%il]l be weskened. All this will heve 1ts sdvanteges so far as
maintaining the s:%uat;un hers in Southesstern Furope iz oone
sprned, but 1t zives ltaly & positiom which will eventuslly
bﬁcoW~ erbarrassing to france as well a3 %o -ngland. lusso~
linl is keeping the roed to both ‘eriz and Berlim opem. Ie
wants to make his a&r@eaﬁnts with Parig rether than with Berlin,
amﬁ ;rouahlx will be “19 te de BCe Bat it is egually clear
‘earie he will with
Sgria L% g ’ast@r alt@r'xul4ﬁ, hawavwr, he 1s not likely
to hawve to resort to. hetever haprens, the nositlion of nge
lemd on the Contlment is weakemed, and thet iz bede The




closest eooperstion between Faris and Londem, if it cen be
re-cstablished, will not brins back inglend to the positiom
which she had before. Irrepsrsble derage hat beer done and
it iz very sad.
I believe thet my romorandum transmitted with
my despsteh Ho. 746 worth careful reading for - think you will
find in it the trond which developments om the Comtiment will
teke. "hile that tremd will stremgthen the positiom in “outh-
eastern Europs and while it will wesken the peslition of Cerpany
and probably lead to disintegration of the GCovermment there,
one oan only look with econsldersble fesr ke long future,
for I am ons of those vho doubt whether Italy is vrapered to
play the part whish ¢ lreumstenees are glving her,. By csreful
menagerent of the Fremeh position s good deel of the denger thet
lies in the futwre san bo avoided, but 17 nglend continucs
to follow her present line, whish can only end in %he reforti-
fication by the Germens of the Thinelsund, her position will bhe-
come very much weslened.

I way not be writing you again before I

thought to the question as

nild leave here now or not, but I am convineed that it is

T

the best time 1o go and I ought to meke this trip home for the
reasons I have zlreddy given you. I lock forward to sesing
you around April 17 or 18, snd I may be able to give you some
background shout this part of the world whiech 1

%o convey by letter.

With 11

faithfully yours,

George 8, Heossersmith,




