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Pl\ISDIMI Gil CXIIam. 
111a1n.e de 1• .u.:r eeu B.c. 

miSft'U DIS riiiAIICU 
l...._~labl.oet dD lliAUtre 

81r, 

In a -ran<lwa clut.d Octobor l., 19158 1 you han bMD aoo4 . 
IIIOIIIlh to .-.port to t.bo MWeter of llr tha .-.sult.e of tho contJ.de­
tlal i.nqllirJ wbioh you t en Wldortaltea In tha llA!tecl Stat .. u to 
what oo-operatlcn could ~ obta.inecl troa tba Aaartcm induatry t.r 
t.bo clelln ey ot aircraft ut.e.ru.l to :h'ance, 

You !:on 1nclicat.ed in th1.a a.orcnclua t hat , under certain 
apecJ.nl conclltl ooe, it orould be poaaible to obtain doU.,.ry ot ebout 
11000 plane~~ betoro t!:o ond of July lOS9 , 

Tbe Governnomt hA! clecided to p;ln an ordor of DPl' r oxi.loately 
th!e ..,unt on condition tbAt tho t y;;en m d ap<to1flco.t1one ot t.be 
planeo wh!c~ t.bo i.:Mric10:1 conatructorc ~oay dellnr will cor.-.wl_.s 
to t.l"• t)'p11o and npecU'icatio:1a required by t ll<t Jl'«!ct; Qoyorn.~>ent, 
and that the t1lle Uait lad!catecl above be dotinitoly Ml--erecl to. 

5o •• to check th!a point proeptly u~ exaotl,y, the Preach 
ao.,.,..._t baa doc idecl to .. nd on a!adon in Aaer1co , lle3ars. 
lloppcot, J&uer and Colonel JaCQilill who rll.l act. u ita r oprea.nt­
otivee tor chooeintl tl,. o&terlal to be ordered, 

lfo would be obJ.1<;ed 1t you could ldn~:r co-oper~>to with t'­
in their .UaGionJ they he>ve b418n tnetruo t.-.1 to act with you in tha 
• ftlDG r.:.anner. 

You will be anort.ly notified or the ,..IUlta ot th!.a aiaa1on, 
&tter .-tl ch n will ~tl,y 1ntora )'Oil oo whet tJPN ot planea U.. 
IU.Dl ater or llr will N.n tlltecl hie choU. an~ abat _.., ot -b 
plane a !le lntencla to order !Joao41otel.T. 

l!oYevor 1 .a u onatually to penal t the ~t C&l'l'7iDs 001t 
ot tl'l•M ordora, .. h.ve tiltecl ri t h :rou t.he t.eraa UDder which auoh 
ol'\len wou.ld h...,., to be p&eM<h 
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t. 

1°) tou ban 8drllted ua that )"'N .. n prepared to rona a C&Dedia 
~'IT• t.be cooatitut.ion &lid the .t\IDoUooi.JII) ot which uo axphSeec! 
111 lf&GU'al 111 tba -&Del -1'&1:1&18. 

llo agree "1 tb the g.neral oon~tioo wh1eb. 1a annexed to tbb 
let tor 1n aut.b.en t1oa toe tora. 

2 

to) 1'\lrt.bor, •• uk :rou to l et tl'.8 IU.oieter ot tbanee cow pr~t.J¥ 
.mat are tba poaaibill tiea ot t..'le t1nencial &JTq-t wh1eb. 7001 wW 
deac M7 be cade~ b,o ihe l:anad.J.an C:O.;an:- 111 accordallc~ 1n 6t111el'al with 
tba t.aru or t1:a ._,.Uidua annued to thit attn 111 authenticated 
rona. 

8o .. to no.1d IODJ' delA7, it h Wldarlttood tbat you •ill r­
tba CanadJ.an C~ ~diAtal;r U;>CD )"'UU' arrival 1n the Un1t.a4 
State• &ad tbat t.be pa.)'Milt o! t he oapltc.l atot.ad 111 the &DD&Xad 

-Cidua •• wall u the appointMftt or tba Board will not ba at­
!act.ad tmtll the Fronch Oovem.ll&nt haa ll\1d boCo%'11 ;you !11'11 ordazoe 
ooncem.lnll the nu::bor end apoe1f1oa t1one ot alrplenae which would be 
ordaroci illnodiatel7 in tho Oni tad .!!tat ... 

J.JJ aoon •• t ile clac1o1on ot the h·enoh Oovorn.ct will han been 
notifi ed to ;you, the goneral convontion • t tnchod will becoca ettaet1n, 

In the oYe~~t thl>t the propoood procru ot pbc.l.nf: ordero tor 
airplAne• 1n the l.lnited St.<>tea doee not so ronlli'CI, 1t 1a w.darotoocl 
tbat )"'N will be roiabursad tor tho u ,on:saa 111curr...:t in or&cni•1nc 
t.be Coepaey. 

Pl.aee •••••• 

Prea1dont du Ccmaall 
lliniatre de la Doten•• Kat10Dale at da la Cl.lan'a. 

Lo IUniot.re de 1' .tJ.r 

I a/ Loa Cbaahre 
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HIJJr: Hello. Hello . 

• 
December 12, 1938. 
3:33 p.m. 

4 

Operator: Just a min~te , please. 

~Jr: Hello. 

0 : Mr. Ot!ie. 

"-!l:J"r : 
Carmel 
Off1e : 

HW"r: 

0 : 

Hl!Jr: 

0 : 

H!1Jr : 

0 : 

:!t!Jr: 

0 : 

l'JJJr : 

0 : 

H!.!Jr: 

0 : 

~r: 

0 : 

~L:Jr : 

0 : 

'li'Jr: 

Hello, 

Hello, t~. Secretary, I'm sorry to bother you, but I 
Just received a message I wnnt to transmit to you with 
some money . 

Yes. 

It said, "Please tell Gertrude am arriving W~osbington 
Thursdtl,)" evening wi th horses • ; which tranelated means 
"Pleaee tell Mr. ~orgenthau t hat I am arriving Thursday 
evening Wa shington with technici an - with his technicians. • 

What shall I do? 

Well, t.h.at's the mesaage at his ot:f'icP. i n New York . 

Alright . 

He asked me to transml t it to you and Mr. Bulll tt being out 
of town, I didn 't r~ow whether he bad told you ab~ut 1t . 

Qh, yes, he had, 

What' s that? 

I -- I knew about l t. 

Alright fine. 

I am very much obl iged. 

Thank you. 

Hello? Hello? 

Yes? 

Befor ~ you go back, come around and sey "hello• someti me . 

Oh, I didn' t went to bother you. I know you arc very buey 

No, I'd llke to see you. 
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0: 

HlLJ'r: 

0: 

HW'r: 

- 2 -

A.lr1ght, t1ne. Tlanlt you. 

t •d 11ke to •ee you. 

F1ne. Good bye. 

Good bye. 

• 5 
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........ 
.... ral u- - "" at tho Ca'otaot ... u ... lut hi~ dloll 

I 414 110\ npor\ \o TOll• 

1. fbo Pl'ool4•\ hotruoto4 tho a .. 'bora ot t ho Cabiaot \bat la 
oaoo MT torotpol't - to M:f 4.,...\aont ot t ho Oo•-ent wUb 
lo\\oro of la\ro4uUoa 01' •Ub croct• atialo, ao aa\\ol' t1'0II 'llboa, that 
Won aotbc upoa noll r..-.h, tha ct.,...w .. t oboul4 nW t tho 
aa\\01' \o tho 1\ato ~t t or ch .. ea \ha ladhld11al. 

. 
c 

2. fbo Proal4•t ukad \ha !'ttao\11'7 lleputa•t to \17 \o wort out 
a )llaa \o \.to OIU'o ot ~1 n'boorl)IUODO to tho aui lo-ton 'boa4 
t ..... 

J• fbo Proal4ent aote4 ao lt wo wol'o 1D &CJ'o-•t ot th tho Sta\o 
Dopar\aoat oa iho aauor of t ho tunc oil a4YIIDOO. to Ch!.aa. r roplle4 
\bat WO ha4 fiaall7 10t\oa into A«J'O .. ODt with tho 1\ato Dopar\aoat aa4 
that .. ~~lac we. oottlo4, &D4 t ho\ wo wero rood7 to 10 forward a\ 
oaoo. l aoto4 Nr. Wolloo lf thlo ••• not correct , on4 he adY1oe4 tho 
Prool4..,\ \hat tho S\ato Dopart.ont ha4 'booa onr tho aathr \boro"41bl;y 
otth t ho Oeaoral Couaool of t ho 'Ptoaour;y aDd wao oatl otlo4 otth tho 
oot-ap ao aow ooao\ltuto4. !he Prool4oa\ ouarooto4 t hat t ho tuac oil 
l.toraaUoa oboald 'be allowod to loat out \hroutb t ho J1&1Dt tra4o rathar 
thea 'r l)loo1t1c aaDOUAo .. oat 'b;y ol\hor tho Stote Dopartaont or \ be 
boa01117 DoparW..t. 

Proa•t o\ the C.biae\ aoaUD« •oro lloooN. 'lrolloo, lloo4rl11C, 
c-taco, Snaooa, lcltoo, 'lrallaco, ll<lpor , aDCl ~ Perlliao. Aloo, 
llooora . Parlq, llo)lk1u, aa4 ...... 

o•· l · ... . 1 ~ .i' i lc :J ln ~· 1:..r;,• 
1./;o/: o -
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December 16 , 193~ 

Ambassador Bullitt was 1n here with Monnet 
on a new mi ssi on to buy planes and I -told Mr. Bull1 tt, 
in front of Ur. Uonnet, that until Sumner Welles should 
call me up nnd say t his 1s cleared with the Stnte De­
partment, thut nobody in the Treasury would t alk to 
Ur. Yonnet . I have t old that to Procurement . 

I told Bullitt that all avenues we r e closed. 
I said what the French want to do with the i r foreign 
of fice 1s all right, but I nm not going to receive a 
foreign French missi on unl ess Mr. Welles knows about 
1t. He stormed and I said, "I e.m sorry. I have to 
wor k with Sumner on a l ot of t hings beside s French 
planes, but I wanted you t o know that all avenues to 
~. Honnet are closed unti l Ur. Welles give me e green 
light • • 

I have told Procurement not hi ng doing until I 
get word from Mr . Welles. I 3m not goi ng to have a 
m1eei on running around here and Sumner Welles not know 
about 1 t . 

7 
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HL!Jr: :lello . 

December 17, 1938. 
9:30 a . lll. 

8 

Oper ator; Captain Colli ns. Go ahead. 

~r: 
Captain 
Coll 1ne : 

"!!.:Jr : 

C: 

::!!Jr: 

~. 

" ' 

0: 

!1~ :Jr: 

0 : 

~::Jr: 

C: 

:t::Jr : 

:lello . CP~ta1n Coll1ne? 

Good morning, s1r. 

ThiP ts t he Secret~ry ~peaking . ~. Welle£ called me 
last ni ght to say that he had had d 1r.-ct wor<\ from the 
Pre s i dent t ha t lt waG all right to cooperate ~1 th Uonnet 
so I will send him over t o ~·'lu now. !!e'e outE\dc o r cy 
orf1c~ . 

Thank ;vou very much indeed . 

I'll send t.1m over. The ~~rd cace troo ~he President, 
to !:r. ,Velle s, ! . .,. Lle . 

I'd cuch r r ther do 1t on t his bpc!s , I mean, now that I 
~:n?w. 

Yes , sir. 

And - - keop CP post ed t hough, will you? 

I certainlY shall, sir. Shall I do t his by .:ord or mouth 
or by meoo? 

!.!emo. 

Thank you , slr. 

Please . 
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TREASURY DEPARTM ENT 
PAOCUREioiENT DIVISION 

WASHINGTON 

Dooembor 17, 19~8 

IIPJlOIWIDUII FOR T1!E SECRETARY 

A ••tin5 wu hold thit attornoon at whioh 1Nnl pnoeont 
llro llonnot, llro S:op~not, Colonel Jaoq.W., Captain Chcl.dlin, 
Jtr, Jtuor, Captain lrauto , and "')'Oelt. 

Attor & br i ef' rea.- by llro IIOIIMt ot t he otatuo of' the 
projoot &t tho time of' t ho tonnin&tion or hie prertouo rtait, 
he outlined hia undorotanding in the light or wb&t hu reoent~ 
tranepired 1n hio oouotr;y or the projeot at pree&nt , Tho 
mooting then turned to a d1oouoa1on ot noedo with roopeot to 
quantitioo and t;ypoa and an outline ot tho doa1rod oharaoterie­
tioo of' tho varioua t;ypoe, 

Over t ho woolc-&nd a etudy will be - d• with tho rtow ot 
tranalatin5 tho epoo1tioat1one to Aaorioan etandardo. 

/1 

< .. --..,. 

fl.' (1--L<l~ 
.Uoiotant Ditotor ot Proou.........t 

9 
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TREASURY DEPARTMENT 

~REMENT DIVISION 

WASHINGTON 

IIJII(OIWWUII FOR THE SECRETABY 

At a JDeetinc thia a1'temocm at whioh ftl'l present all ot 
those who attended Saturdq except llr• Konnat, the tr.nala­
tion or their l peaitioationa which had been .ada OTer the 
ftak-end waa diaouooed and ohaokad. 

Ill additicm, they pre .. ntecl additicmal equl.~ require­
JUnta. AI aoon u these in turn haTe been tnn.olated to 
ADtrloan atanclarda it will then be pouible to IIAke deti.nite 

inTeetigationa to determine whether ~ plana now in the 
ooursa ot oonetruoticm and on whioh a releue llight be had 
oan be uaed to uet their l'aqul...-nta. 

n 7 

Jj::.:~ 
/ 

J.uiet l'IOtOl' or Pl'ooUJ"eaeat 

10 
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rl. .. Jr : 

!1 

EXCERPT Ht0/.1 GRJUP l.!t.l:.'rlNG December 20, 1938 . 

Triple c onfi dentiully, :.lr . Mo nnet is back with 11n 
~vlntlon commis s i on a nd with the authority signed 
by Dalndier, t he Mlnl stol r of Ai r , end s ome t hir d 
person . '£hey Nonted t o keep i t s ecr e t, a nd 1 sai d 
1 .vouldn1 t r 6ce.lvc tnem unless :.l r . Nel les cs l leJ me 
up t.nu sc.id l~ w:.s hll right . 

. iell, the Pra~i-.len t c&lleo u;> .'lelles Friday night (Dec . 
&nd uelles Chl led me , and they 1 ve a sked me to go 
llOeao , oiOiCh we 1 r e dOill8 • 
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Present : 

December 21 , 1938 

10:10 a . 11. 

:.Ir. Iinnea 
L!r. Ol1ohant 
Lll• . Taylor 
Hr. Gaston 
Hr . r.;cReynolds 

au Jr: ~hat I wanted to s~y ~as thls : Mr. 
i.!on!'let~el·e (I think I told so:ne o!' you ; not all 
cf you) with lettr>rs fror:; ::r. Dalsdi er, the i.:i nist er 
o f Finance, and sor.;ebody else. He has all h ls cre­
den"tials and they ha•re been cleared by the State De­
partment and he is he r e on t hlo F1•ench a irplane 
mi ssi on, to buy 1 , 000 planes to be delive r ed on or 
before the first of J uly and t he President has aoked 
me to do everything to cooperat e , to acce l Arate th1o . 

He 1e working wl th Cap t. Collins and •vi tl: the 
people i n llnvy and tt.e way the si tm t1cn st:ands now 
is t h is: he was here yesterday and I tol d hi n: after 
they hAve decided -- they have people he re from the 
General Staff of the French Ar~y, head of the airplane 
production for the whole of France, a ver-; hiE:h class 
man here -- and after t hey f i nd out what they want is 
a pur suit or attack plane and a faster bomber , I said 
a fter you find out what you '"ant and then you find out 
•"he t he r the factori es can produce them, come and see 
me ; if we can get clearance from the President -- be­
cause t; l·.ere i s no reason your buying planes two years 
old. The f i rst one they oicked on was the P-40 , 
Allison ootor , the best p lane i n the world. I eooke 
t o the President and he said, You don ' t expect me to 
an 9\'er him? I sai d ' f"n ink about it asai n . I said, 
It your t heory that Er.gland and France are our first 
line of defence, then if you •tant them to be our f i rst 
l i ne, let ' s eithe r ~ive them good stuff or t ell them 
to g o hor.•e , but don t give them some s tuff whloh the 

12 
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minute it ~oea up in the alr 1t ~ill be shot down. 

No sense i n sellln~t them that which ••e know i s out 

of date. • And what t r.ey have found out ia this : 

the fact ories are llll s1 t tine; wa1t1ng for the Army 

to r.lake uo ita mind and they could ~ret out, this 

wi n• er, 1000 planes before the Arny i s ready, and 

those are nlanes wlllch a rP ready and I have t o ge t 

oer" ission to bri n;. a nlane do~n here and let a 

French air officer fly it nnd suit themselves that this 

is what they want . 

So then Mr . Wonnet ~as in last nir ht and he has 

t his plan al l drafted to form a Canadian coroora tion , 

civili ans in chnrt;e, which will do this buylnr: . And 

then he asked me would t his or would it not col"e under 

the Johnson Act . So I s a i d all I could tell hl m was 

we never gave an affairrnati ve answer i n t he sense •ve 

told hi m he could KO ahead, ahd we would not tell him 

whether he would e;e t hi mself i n trouble 1 and that ' s 

why I asked for an appeintment for you 1Hr. Ol i phant) 

to see t h i s man. He has al l the drafts and he wants 

th11m looked over to see if in any "ay he would get in 

t r ouble . 

He kept telklnr; about everything f or cash. Last 

t i ree , they w~re going to sell securities here and 

raise t he I".Onel. Now he opens up, how about get ting 

9 or 12 months credit ? So I said t ha t would be a 

comneroi al br.nkir~ proposi tion. I ~as not interested. 

l!e would have to t ake it up .,.itn comoercial bAnkers . 

Then a(ain he enid would 1 t or would it not co:ne under 

the Johnson Act. I sald ~ own hunch ~as it would 

not. After all, if a comnany is organizAd in Canada 

t o buy ::1erc!ulndise, I t ake i t tha t Ar.tE'r lean banker a 

every day are extending credit to corporations. This 

is a coroorAtl on. Now maybe they will have to form 

a Canadian <:orporation ,maybe a Nell' York corporation, 

a•' d do it there, but I am not urging the t hing one 

way or another. 

5o I said, Before I thour,ht thls was all cash. 

Well , he sald, if ,.e could extend perm1Bsion over 12 

months 1 t would be very n i ce . I sai d, Don 't expect 

any help fron t he Treasury. He sald, Will you look 

over the papers to see i f our papers of i ncor poration 

13 
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will do. I said, Yes, I will have Herman Oli phant 
d.o 1t i n!orl18lly . 

But I wanted you men to know what was going on. 
I wanted t o let you know how I reel. The whole t hing 
~eta down, Will the President eay t o t he Gen~ral Staff 

I wan t the French to have the very l as t .vord in Amer-
i can planes. ' I was surprised last ni ght thathe said 
t his. La st night I said, Well, Mr. President, you 
sent the French m1 ss1on to me. It' s entirely out of 
~ line . I am doi ng it because you want me to do 1t. 

'I made it as difficult for t hem t o come here ae pos ­
sible .' 

14 

As tar as I ac concerned, if this i e what you 
nant , I am not going to sell these people a lot of 
planes which we know can't even beBin to compete with 
the German pl anes. This P- 40 , !rom all 1nformat1on , 
1s just about 50 miles faster than anybody else has got 
and the Allison mot or is t he only motor w!11ch we ha ve 
which Ifill do the trick and the Arrq.y developed the bear­
ings. The se.::ret of tne who1eth1ng is the bearings 
and the Arey developed t he bear i ngs and they have the 
bear1n&a so they will stand up . 

1 want to let you know it i s 1n the hop and I 
want t o do ever ything 1 can to help. I am 1n sympathy . 
1 think 1t1 a e. g rand i dea. I don't knolf how long they 
will be fuss ing before the Ar~ gets 1ts ~~ney and t he 
Ar my makes up its mind and if we can give our peoole 
~eo , ooo,ooo of business can you see e.ny obJec t ions, 
John? 

Mr. Hanes : No. The French and British can ' t 
build planes to compl et e with t he Germans; either 
got to help t hem or t he Germans and 1tiUi ana will run 
over them. I am 1n sympatny w1th you. 

Ur. Taylor: With the possible except i on of t he 
mot or th i ng. 

HY ,Jr: Personally, if you can't trust the 
French as to soles - - I think t he French would do a 
better J ob on prot e cting the motor than we would here. 
We have not done an awful l y good Job of keeping spies 
out o~our plants. 
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Mr. Gaston : You can't protect a motor that ' s 
in production anyway . 

HM,Jr: Here's another t hing. General Craig 
told me si x munths ago he was overrulled , out the 
State Department asked them to let the French a~iatore 
fly the l a test and best planeo we had. They were in 
t hem long enougn to see everyth ing there was agai nst 
h1s wishes, but he was ins tructed by t h e State Depart­
ment to do it and t he French aviator s g ot the very best 
we had. They established the or ecedent sometimesgo. 
I a~ not goinc to be hap~y giving them anything other 
than t he best . 

As i t develops, I wi l l let you kno" ani if you 
oeople have any i deas let me know , but I definit ely 
don 't \•ant in any way to be a party to even slightly 
!lending t ne Johnson Act. 

oOo-oOo 

15 
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December 21, 19~ 

The Secretary t ook to the Whi te House today, 
December 21 , a memorandum prepared by Oapt. Collins 
recommending that the representatives of the French 
Government who are in this country in t he interest 
of procuring airplanes, be authorized to inspeot and 
teat three modele described in Capt. Collino' memoran­
dum, that is, P-40, a pursuit plane manufactured by 
Curtiss-Wright Co1~oration with Allison motoro, model 
now in possession of A~; Douglas attack bomber , 
still in the possession of Douglas Airplane Company 
at Santa Uonica , and Martin bomber, Model 166, now 
in p roduction for export only. The President en­
dorsed hie approval on Capt. Col lins' memorandum. 

The letter which Capt. Coll1no had prepared 
for the President's si gnature, addressed to Capt. S. M. 
Krauo, u . s.~., authorizing him to see that the French 
representati ves are furnished every consistent facil­
ity for inopecting and flying the planes involved, 
was not oigned by the President, but he endorsed on 
the origi nal, •o. K. for Swanson to sign. F. D. R. • 

The Secretary turned over to !Jr. McReynolds 
t he original Collins' me mora ndum containi ng the 
President's endorsement and the only carbon thereof 
with instructions that five photostat i c copies were 
to be made without disclosing to anyone the charac­
ter of t he memorandum and t hat all copies be retained 
in his hands until the followi ng morni ng when one 
photostatic copy was t o be delivered in person by 
Lieut . McKay to Mioo Le Hand at the White House, the 
Secretary of War, t he Secretary of Navy and to Sumner 
Welles , Acting Secretary of State. 

The Secrets.ry also instructed Mr. llcReynolde 
~e-arra~ge to r eport at the Secretary's houoe at 
8 : 30 the followin~ morning, December 22, and arrange 
to have also present at that time Admiral Peoples, 
Capt . Collins, Capt . Kraus, •lr. Monnet and the French 
naval mission. Mr. McReynolds contacted the individ­
uals named, except Admiral Peoples who was not then 
available, and arra.nged for their attendance as re­
quested. 

16 

l 

Regraded Unclassified



~ dear c.p\&1A x-. 
~ oral iziRr••U- "'-t haw liMn ~- :rw. 

1\ la deeiftd tb&t tlwN be ..,., ....... tor 11M ,..,.. 

tMU.l'T tw U.peoting 11D4 ~ tM pu\1Mal" P"­

lA 11bleh tblft ..... ~ 

V.ry ~~~ 70'11"1• 

captaia • • "- ~. us• 
11&'1)' Dcpu 1 ' 
1\'~. n.o. 

1? 

' 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



?0 

Don ""r 21, 19M 

At a ...tu.,; th1o -..u.,; at w!doh ....,. p!'M.,t the l"lWloh rop:re-tati.,..., 

c.aptaln Kraua and .,.olt, • di oouooian ... had ot the poooiblo aTailablo .-dele 

and typeo 1D Wbioh tho I'Naoh o.re 1ntereated and w!doh it •-d pooo1blo 111£)1\ 

be put 1n produot10D 1D tt.. to ...t a .. tiataoto.,. ooheclulo or dellwrioa. Tile 

clioou .. 1on J'n'Ol.,..., arouad thNe pt-. 

TIUo io a punuit plane aaJJUtaotu:recl b)< eurtio~Wriflht CorpoNtiOD cgiDH 

J.llioOD 110ton, an expert.ctal a odel ot Wbiob it 1o undentoocl 1o n.,.. 1D 

pouo .. icro or the } rwfo 

DOOOLAS A1'TACI BWBSi 

t.n uperiiiMIDtal bcabor wh1oh 1a to be -tared 1D an J.niV ~1t1oa 

otill 1D poaae .. ion ot tho Douglaa .lirpl.,.. C~ 1D Saata 110111-.. 

I.IARl'JII BQIBBR 
!IOD&L 166 

Thio plano 1a 1D procluot1oa at tho -t tor export ~· 11.1 ro 1 r;Snta' 

i t oould probabq be IIOditiecl to attain a aatbt aotoJ")' perto,_,..,.. 

!hoe !'renoh ropre-t atiwa deaire to illapeot tho threo JOO<Iola 1Dclioate4 

&bern. It 1.1 no-.r=4 ed tbat s 

(A) A oloaronoe bo obtaiDecl w!doh will pel'l:li t auoh an inopeotiOD, 

1Dol \lll1Df; t'lyUg 

( II) Tile olo..,._ o<rnr tho ri&)lt to pu.rolluo auob pl- ao an 

doo1red, 1Dolucling all ~••ary •P..• and equir-Dt, it 
belnr; UDdentood that ouob planeo ....t ellu1r-Dt an tor export 

ODl:f Ulldoor th.e projOGt w!doh hu bee. d1-•-· 
IDa-" U i t will \lllqUNtionabq bo _....,. too 1llapeOt tho Douglaa plau 

at their plllllt at SP.Ata Uoaioa, it 1o turtber no h 4 tllat per111 .. 1oe be ..,_ 

ta1M4 to - • 11ft)' tranaport airplau tor the ,..,... ol tall:1ar; the rep ........ 

tiwo ot the 1nl>oh Goft~t to tho wat -n. c.pte.ia a. •• '"'""• USI , will 

be ar;reoablo to ao~ tho reproo.tat1wo Oil-" a trip. 
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December 22, 1938 

Memorandum of conference at tr~ Secretary's 
house at 8 : 30 a . m., December 22. 

Present: Secretary Worgenthau, Admiral 
Peoples, Capt . Collins, Capt . Iraue, Mr. McReynolds, 
Wr. Monnet and members of the French mis sion. 

The Secretary informed the group that the 
President had approved the recommenda tions contained 
in Capt. Collins ' memorandum, attached hereto, aut hor­
i zing Capt . Kraus of the Navy and a representative of 
the Army Ai r Service to escort the French missi on to 
such places as may ~e necessary to enable t h em t o 
exami ne and teet the three typea of planes under 
consideration. The Secr etary made it entir ely clear 
that t ne President is anxious that every opport uni t y 
be given th1a mission to purc!Ulse t hese planes in 
such volume as to meet thei r needs, providing their 
a rrangement s can be compl eted and orders given and 
deliveries made with sufficient promptness eo as not 
to interf ere with the u. s . Army orders for t he same 
types of pl anes which wil l be available during t he 
early part of next year. 

The Secretary impressed on the mission the 
necessity for absolute secrecy eo far as other Gov­
ernments are concerned with respect to the informa­
t ion disclosed to them of the constructi on of the 
planes in question and particularly t he necessity i n 
case the planes are pur chased and delivered t o t hem 
for protecting the planes from examination by repre­
sentatives of a ny other Government than the French. 
Yr. Monnet assured the Secretary that they would 
consi der it as much 1n their own interest t o fol low 
hie instructions As in t he i nterest of t h i s Govern­
ment and that when arr angements have been finally 
completed, the Prime Uinister of France would give 
him directly such assurance . 

Admiral Peoples and Capt. Collins were in­
structed to continue to cooperate with the French 
mission and furnish allpoeeible assistance. 
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HUJr: Hello. 

December 22 , 10~8. 
10:55 a.m. 

25 

Operator: Ur. Johnson. Go ahead. 

~:!Jr: 
LOuls 
J:>!'!neon: 

J : 

lit.!Jr: 

J: 

P.l:Jr: 

J : 

l!l :.rr: 

J : 

HUJ'r: 

J : 

"' 'Jr: 

J: 

!:!L!Jr: 

J : 

''l:Jr: 

J: 

t'J!Jr: 

Hello. 

Good oor~ing, Secretary. 

Did you call me? 

Yes, sir. Uerry Christmas t o you. 

The oame t o you. 

! told 

lOe llo. 

I t ol d Boeing the opinion of the to? . 

Yes. 

I t ol d t hem th~.t their attitude wa s highly apprecia ted, 
and thl\t it might be that t o j'Ou there wa s in the str1ctes 
confidence, another one mi ght be worked out a t t our. 

Thet'e rlght. 

And , it st~nde t here nor t ha t their attitude hns been 
per!eotqgrend. 

Good. 
• 

And that ends it a s t ar as t hey are concerned, and I won~ 
dered ir there wa s any mo ve I should make, s end any man to 
seP you --

Ah -- l et me Just think a minute -- let their man get in 
touch wl t h CApt ain Collins or t he Procurement Div1elon or 
the Treasury . 

Wait a minute. Let ce ~ite tha t down. CaptF in Col l ins? 

Capt a in Col l ins. Ah -- .,ell, I tell you, ore 'll do lt 
walt a minute -- l et h im contact Admiral Peoples over at 
Procurement. 

I'll tollhlm to go over and see Admiral now. 

Let him go a nd see Admiral Peoples , and I ' ll phone the 
Admiral and tell him whe t it's all about. 
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J: 

H:JJr: 

J : 

Hl!Jr: 

J: 

Hl~Jr: 

J: 

0 . K. 

How's that 1 

That ' s:·-.:. . 

Thank y~u. 

' 
- 2 -

An~ a merry Chris tmas t o you and yours. 

Thank you so much. 

Thank you, sir. Good bye. 

26 
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Hello. 

December 22, 1938 . 
10:57 R.m. 

Oper ator: Ad miral Peoples . 

:':~r : P.ello . 

:> : 
.l.dwir&l 
l'eo ,>les : 

?l::Jr : 

P: 

·.;;~Jr : 

? : 

~- :.rr : 

? : 

.::~Jr : 

? : 

'-": .Jr : 

? : 

Go ahead . 

~:e6 , :~r . Secl·etary? 

A~ciral , t tis i s in confi~ ence . 

vee, s ir. 

The other d a.v I saw Assistant. Secret ary Louis Johnson·--

ves , sir . 

In the :>uts1ce of!'ice :>I' the ?resi dent, and ::e aA i c1 the 
f :>ur- eng lne 9:>e1ng pl,ne -- u!l -- t het. they -- t l:.e 
~:> v err.~ent ~f E t.~e contrPc t t. ? buy it &t f :>ur hundred 
t h.?ueanc but they d on 't •Ant. it , a nd t he JRpeneae have 
,.;lven t.be~o. ~ f i J· o o!'fel' .>f eie,h t hunc1re~ t.l:.ousand d ol ­
l 8l'F fo1 · the 9l~ r.~ end the .)lane . 

Yes 

S:> I aAl n , '1"/ell, t l::ia ie Just i!~.).?eei'ole . Y::>u cen ' t do 
t hl't . '' .\m1 •··ell, Boein., ' s loet a l ot. of ..lonty • IL .e so 
l':>rtl: a n" S) on; E<n 6 :: sai~ , "'"ell , t hF t' s Just too bee , 
y.? u Cfn ' t C.o it • ; but : eei d 1n orde!' t :> relle\·e ::.he 
,>r essu1·e I ' c 1"1ll1nt t o suggest to t. ~ i e Fl'ench .:iee lon 
t hc. t. 1f t hey , .. ant a four-en~1ne b:nber &t. f :>ur hundr ed 
th::> uFe.nc' , whlc~ is t he contra ct ;>rice -- i t ••;>u t d -- I 
tUn ~ it w:>uld be a l:POd buy f :> r them , a nd it " ::>u l ci hel;> 
us out a little bit, ou t. of a d i f fic ult Ritua t 1::>n, see ? 

Uc- hrn . 

ves -- yes, ::r. Sec •etR.ry . 

·"ell I .. ent 1n and !:fd lunch ,-1th the Pre Ai dent anc t ol<l 
him t h l s stor y Pnd he enid l..ouis JohnE"n .. aB crazy -­
thi s i s J us t for you, y')u see ? He s a i d , • ·•e can ' t let 
the Jl\pen ee e have tha t." So I said , ••-ell, how w:luld 
feel ab out let. tinf' t he Fre nch hs ve it?" He s a i d , " 
thRt w?u l <l be f i ne ;" but h e ~aid e.t f:Jur h und red 
So J ohnson Jus t called me and he said Boeing e hav e been 
flne Rbout it and they w:>ulrl now like t' eelt it t:l the 
F!"ench, 
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P: 

Hl!Jr: 

"' . . 
HI.!Jr: 

P: 

r!l.!Jr: 

P: 

HV.Jr: 

P: 

"'llJr : 

P: 

m!Jr: 

... . . 
l': !Jr : 

P: 

Hl!Jr: 

?: 

H!!Jr: 

? : 

Hl!Jr: 

P• 

- 2 -
28 

and he is sending a r epresentative of Boeings over t o see 
you. 

Yes, sir. 

No~, if the Fr ench can see their way clear of inoluding 
this i n their order, why, -- it would -- ! think it would 
help us out a little b it, but I'm not going to press them 
on it, you see? 

Exactly eo, ur. Secretary. 

It ' s only if t hey want it . 

That's it. 

But i t they want it, I think it's P- good buy and they 
might want to have one of those l ong- d i stance bombers. 

That's it , exactly. 

You get it~ 

Exactly, sir. Now, as I understand t his -- a representa­
tive of Boeing i s coming over to see me pretty soon. 

Yea, Colonel Louis Johnson, As e1stant Secretary ot Vlar 
i s sending him over to see you. 

Yes , Ur . Secret ary. 

And what I t old you about the background is tor you. 

Fine . 

But I would tel l this -- sh -- to Monnet and let him 
h i s judgment. They might be tickled to death to get 
of t hese. 

Exactly so. 

What? 

Exactly eo. 

And at tha t pr1oe -- ah -- that le, as I understand it, 
t s the Ar~ contract price. 

Fine and dandy . 

Wi ll you take care of it? 

Yes indeed , Ur. Secretary. 
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P: 

!il.!Jr: 

?: 

H!!Jr: 

? : 

- 3 -

Thank you. 

And I'll l et you know later on. 

Fine. Thank you. 

Yes , sir. 

Thank you, e1r. 

Good bye. 

29 
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December 22, 1938 

2:15 9· m. 

(Conference in Secretary Morgenthau 1 s office.) 

Present: 

Secretary Woodring 
General Arnold 
General Marshall 
Under-Secretary Hanes 
Admiral Peoples 
Kr. IAcReynolds 

Ur. Woodring and Gene~als Arnold and Marshall 
had eoug.ht t his conference to present t o Secretary Kor­
genthau the attached meoorandum outlining the Army program 
with respeot to purchase of military planes and pointing 
out the probable interference with their J)rogram that would 
result from t he French purchase plan. 

The Secretary explained t hat t he reason f or his 
activity in this mat ter was the direct request of the Pres­
ident that he arrange f or the French to be given the oppor­
tunity to purchase t he quantity and type of flying equ1p­
~ent which woul d ~eet their needs in so far as this can 
be done without seri ous interference with t h e J)urohasin.g 
program ofthe military f orces o f t he United States. 

The matter was diecusAed at some length and 
MaJor M. S· Fairchild was des i g nated by the Secretary of 
War to be the representative of t he Army to acco:nJ)any 
Captain Kraus, of the Navy, and t he French mission i n 
their further examination of t he possi bili t ies of pro­
curi ng the type of planes the French desired to purchase. 
It was understood that no actual examination by the French 
mission of the secret planes themselves would be permit ted 
until an agreement could be reached as to the availability 
of such planes without serious interference wlth the Army 

program of procurement. 
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WAR DEPARTM E N T 

WASH INGTON 

December 22, 19)8. 

lmiORA!IOUl.! FOR '!liE SECR£'i:ARY OF '!liE TREASURY: 

l. 'lllo follo>tlng points are brou!lht to your att ention 
in connection with possible purchase by tho ~rench Government 
of 1000 United States airplanes. 

,e. P-40 . Curtiss Wri&ht Production for Pursuit 
Ew;.luation Competition in January, 19J9. Not yet flight 
t ested. Jigs , dies, fixtures and work drawings partially 
completed. 

~· Douclas Attsck Bomber. Built for t.':le Attack 
Bomber Competition in March 19)9. Not yet given flight 
test . Work on jie;s , dies , fixtures , work drs wings just 
stsrted. 

c. llltlrtin Bomber 166. Couercial model of our 
B-10-B and is already being sold abroad by Glenn llartin 
Goapany. 

2 . Production Factors. 

Approximately nine months elapses after placing of 
order until first plane is 1)roduced . Probt1bly not more than 
forty planes within first twelve months . Qwmtity production 
is reached in fifteen months . 

Therefore , orders for, say JOO bombers , would not 
be filled until eighteen months at best -- probeb!y twenty-one 
aontbs . 

Pur:nd t plane orders should probably be produced in 
siiDilar quant,ity in three months less t111e . 

-1-
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J . Secrecy. 

There is no question o! secrecy regarding llartiD Boaber 166. 

The P-40 and Douglas Attack Bomber are still valuable 
ailitecy secnts 1£ we are to lead in the air. However, 1t is 
suggested that t he P-40 be released for the proposed inspection 
and that tbe Doll8laa Attack Bomber be held secret . 

4 . Interference with US Program. 

J.n order at this tillle for one thousand planes for a foreign 
goverrutent would prevent fulfUllllent of our ten thousand plane 
program within tbe ti:le lla1ts noll' assi gned. The foreign orders 
could not be cleared througb tbe Aaerican plants under e1ghteen 

months . 

-2-
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33 
TREASURY DEPARTMENT 

INTI.pt O,.P'ICC COMMUNICATION 

o•T• December 23 , ~938 

Secretary ltorgentbau 

E. B. Fol.ey, Jr . 

For rour infon>at:!Dp 

As suggested, I saw Mr. Monnet this corning in regord to the purchaoe of 

planes by a Canadian corporation. Huntington Cairns and Ralph Dwan participated 

in the conference. 

Three problems are presented: {a) would the proposed Canadian corporation 

independent of the French CoverJD~ent , {b) would the extension of credit, 

praSUJIIIb~ by means of a one yes r unl.iJ:dted l e tter of credit arranged by the 

Blink ot Frru~ce through the Federe.J. Reserve Bank ot New York, constitute a loan 

within the meaning of t he Johnson Act, and {c) would t he proposed arre.ngea~ent 

vioute the neutrality act in t heavant th.!lt France became involved i n war 

before t he tarnination of the proposed contrac t . I told hia we would look into 

these three points and ~ to him about t hem when be returns froa New York on 

llr. Monnet l eft with me the proposed incor por ation pe.pers wiUch hAve been 

prepared by Messrs. SUllivan and Cronnrell of New York. He proposes to ta.lk to 

Paris over the ..-eek-end with a v iew to working out JIOre spe.cU'ic~ the tinanc­

plans and ~ get in touch with me again on TuesdaJr . 

Before we adrlse llr. llonnet definite~, I sug. est t h.!lt the mtter be 

clured first with t he Secret&:-/ of Stete and t he Attorney General. 
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;n.:.rr: Hello. 

December 27, lg~a. 
11:15 a.m. 

34 

Operator: llr. Johnson. Oo ahead. 

!'.;llr: 
Louis 
Johnson: 

J: 

~!_!Jr : 

J: 

'l'..!Jr: 

J: 

;mJr : 

J: 

!ll lJr : 

J : 

Hl:Jr: 

J: 

:U.:Jr : 

J : 

!:f..:Jr: 

J : 

Hello. 

Good morning Mr. Secretary. I had a grand holiday , 
you know -

we had a nice t i me. 

I appreciate your kindness. I want to goss ip with you 
J ust a second . 

Please. 

On somebody that ' s visiting this eountry. 

Yes. 

Evidently Peoples went through t:avy on ;.rmy ships, 
secret Army ships. 

Yes . 

~e ' s stirring up a tempest , a teapot maybe. 

Did he? 

Yes, he did . 

I don't think so. 

Well I came back this morning and I f i nd he did, because 
the Navy was dealing with manufacturers of secret Army 
ships. They never did that before they tell me. 

I don 't know. 

He oueht t o use - he ought to use Army on the Army sh! ps, 
oughtn't b.e7 

Only when the President tells hie to . 

Well I don ' t beli eve the President would tell b.im to use 
Navy on secret .~my ships, Navy personnel 
going to manufacturers who are worki ng on secret Army 
stuff. All I know is hearing about it tb.is end this 
morning. 
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H:.!Jr: 

J: 

HIJJr: 

J : 

Hl.!Jr: 

J : 

J : 

Hl!J'r: 

J: 

J: 

J : 

~!Jr: 

J : 

~:Jr : 

J : 

- 2 

Yes. Well, he's only - ~hrough me, carrying ou~ 
orders, wha~ t~e President wanted , and -

Well, don't you wan~ him t hough to use Army men on 
Army ships? 

Well, he's assigned an Army man now. 

17hat ' s that? 

They 've ascigned an Army man to him now, they've 
detailed an Army man. 

Oh,he.ve they done ~hat? 

Oh , yes. The.t was done last Thursday. 

35 

O.K. then. I just ~ot this tempest here and I ~bought 
you ought to know abou~ it . 

~h. no . 

I knew you were handling it. 

tro , no. Secretary Woodring and General :.!ar shall -
Gener al Arnold were over here Thursday. 

O.K. 

And they've aas1gned,at rny suggestion, that an Army do 
1t, just so that t he Army would be represented . 

O.K. then. 

But rny hands were tied ~nd t his 1& one or the things 
that were wished on me. 

! get you. 

And I want you to know 1t'a not my idea and I di~n't 
bri nB 1t over, but 1t was wished on me and I was 
reluctantly doing what I was asked to do . 

Well, we •~ant to cooperate in every way 1n the . world we 

But I can't g1vij you t he name, but Woodring and General 
Marshall ar.d Gener a l Arnold were over here Thursday, 
and I had Peoples and I understand, I think they left 
here satisfied that ~e'd meet them more than half way . 
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J: 

u;.•Jr: 

"!: 'Jr : 

J : 

~:::r : 

J : 

J : 

~:·.;r : 

• >I : 

·~·Jr : 

~. 

P.l:Jl' : 

J : 

<r.:Jr : 

26 

- 3 -

I eee. 

If they're not eat1Sfied thPy'l l have a nother chance 
to ee.y so. 

O. K. I just w~ntpct you to know. 

~/ell , I , - but that ' s the stor y Louis. 

Al l rig~t . Fine . 

I th1r~ if you c~eck up, tterc ' c ceen an A~ a&n 
asr1gne:' ar.d Secret.l\r\' Wo1ctr ing selected h im and he 
had ;>l:>nty of t1r .. e to select h i m, but t.~st '& 
~<'1:1\:0 I t h ink. 

:) . :<. 

:..et ' s ~ope so. 

S.!l me to you, ar,d I ' r.l trying to c~ry out,on that, 
a v c ry t1 lfflcult uis~ ion . 

Oh, I knOYI it ' s a difficult one . 

Ver;/ o.1f!" l~ul t . 

::or e >)ower to you . If r1e c s r. help l e t ue kno~· . 

.,.ell you can , and you're in e ;>.l$it1on nOI'.' because I 
as~ed that t~c man b e :-.~ t icne:l :m e t•·er.ty- four hoU!' 
bas i s , I' m sorr~ I cAn 't ne~p h1~ . 

ves. 

: r:- ~" a:!: ::.c;n somebo<'!' who can be with them on a t~ent.y­
tour hour be&1s eo tha t t he Army ,.,111 k.'1ow eve ry minute 
w~n t they a1·e uo l nr . 

Yes . 

!:o I tb~ ~t.: that tha t's - I know that's been t~:ten- a t 
l east the Arcy •· c!"c t;l. v11n the opportunity now - 1! thr. 
::~a::t isr. ' t with t hee on a tnenty fou.- hour bae1e , i t ' s 
up to the hl'QY • 
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J : 

H~!Jr: 

J: 

All r16)lt. 

O.!C. 

Thank you. 

37 
- 4 -

Goodbye . 

• 
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Pre sent: 

Mr. !llonnet 
Mr. Lochhead 
Llr. Foley 
L!r. Taylor 

December 27, 1938 

3:30 p . m. 

(Note: Reporter came in aft er meeting had started. ) 

A:r. Lochhead: \Vhen '"e first spoke about it before, 
it was about New York banks opening or dite . I spoke 
to l.lonnet. It did not seem feasible. It wor!ted out 
the Bank of France would open a credit for the Canadinn 
cor poration , make payments through their New York a gents, 
which would be the Federal, but on the other hand when 
the question was brouRht uo th1s morning , payments would 
be made through the Canadian Bank. Same thing. Sub­
stitute the Bank of Canada. The Bank of France would 
make payments . 

Mr. Monnet: But arrangements would be ~de w1 t h 
the Bank of Canada. 

HU,Jr: That would be simpler. Tr~t avoids any 
Possible question of the J ohn eon Act, the lleutrali ty 
Act, all the rest. The money should go from t he French 
to, 1f possible , if they will tnke a private aooount, t o 
the Bank of Canada. 

Mr. Ta~lor: As a subscriber, a cting as agent of 
t he Bunk or ranee. 

HM,Jr: Open with tho Bank of Canada • •.. . • 

Kr. Lochhead: The Bank o f France would make pay ­
ments to the Bank of Canada . 

HM,Jr: But do it through Canada andnot t he United 
States. 
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Mr. Lochhead: As I eay, the Canadian Corporation, 
the idea was t o eliminate t he United States banks. 

Mr. Taylor: I would simply make payments as an 
agent. 

Mr. Foley: Where would the capital come from? 

Mr. Monnet : $250 ,000 is to be offered for sub­
scription to the Board of Directors. I am prepared 
to make the necessary advance in the meantime and when 
the comoany is f or med, then cnpital stock would be of­
ferred to the Board of Directors for them to subscribe. 

Wr. Foley: That would not involve the floating 
of any evcur1tiee in the United States? 

Mr. Monnet : Not at all . In no sense. 

HM ,Jr: Why should the Board of Directors subscribe • 
to it? 

Mr. Uonnet : I do not know if 
in the last analysis, will take it. 
I shall have to oubecribe . 

the Board of Direotore, 
I am very much afraid 

~.Jr: Xou mean not you, the French Government. 

Mr. Monnet: Uyeelf , eo as to keep this company 
on an independent basis. 

RM,Jr: Might I aek why you should do it? 

Mr. Monnet: Frankly, I do a lot of things 1n this 
affair that I should not be doing. I have been the in­
strument through which this thing 1s bei~ worked out 
and if I find no other solution -- my hope is that the 
Directors have got to subscribe because •.••. 

HM,Jr: • •• But, Wr. Monnet, let's be frank on 
th1e, because this is terribly i mportant . By now you 
know that anything I am doing -- I am Secretary of the 
Treasury -- 24 hours of the day I am doing this beoause 
the President asked me to. But I want to know all about 
it. 

Regraded Unclassified



- 3-

Mr. Monnet: Surely! Surely ! 

HM Jr: Why should any direotor or why should you 
risk ;:;256,6007 

Ur. Monnet : Well, s ir 

HM,Jr: It doesn ' t make sense . 

!Jr. !Jonnet: Well, I - - there 101ll be an easy way. 
That would be for the French Government t o advance the 
money , but if the French Government advnnoes the money 

40 

then it is a company of the Frenoh Government and the whole 
theory that has been worked out wi th a view to meeting the 
various difficulties is that the company should be an in­
dependent company and t hat it can be stat ed that it is a 
commerci al company , so we have worked out a system so that 
it is an i ndepndent oo::tpany. Techni cally i t makes no 
pr ofit because practi cally all the profit except ~. or 
something l i ke 95% of whatever commis sion the French Gov­
ernoent pays goes back t o the French Government, so that 
technically it is an independent company , but shares of 
the capital is supposed, is intended to be held by indi­
viduals so that it can be clai med tha t th1 s company is a 
profit company. At least, in so set t ing it up we had 
in view all the difficul ties t hat this oompany may meet 
in the way , so t o carr y on the cooperation with the Pro­
curement , etc., so that it can be said that it is an in­
dependent company and not a French Government i netruoent, 
therefore we had to come to the conclusi on who i8 going 
to put up this money? As it i 8 , the money i s supposed 
or intended to be put up by the Direct ors that are going 

to be asked to be members of t his Board . 

Mr. Foley: Who are the Directors? 

ur. Monnet: Nobody as yet decided . I t has to be 
determined. And as I s ai d t o you, the Directors are to 
be passed not only by the French Government , but offici ally 
by you . 

Mr. Foley : The Secretary ' s point i s, what incentive 
would it be for someone t o be approached as a possible 
Director for this company who would have to put up $25 ,0007 

HM ,J r: i250,000 , Ed , 
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14r. Foley : Hi s illllDediate question would be •• .. 

Yr. 14onnet: There is no incentive. He will 
get hie interest . I t is secure, because under that 
system there wi ll be enough money to pay , enough com­
mission to pay expenses and pay interest on capital, 
but there is no inducement t or anybody to put up that 
money. It's a difficulty that I have to solve some­
how. I would much prefer it the Fr e nch Government, 
through some organ, would have put up the money, but 
in discussing it with the Administr ation t hei r thought 
"as it the French Government puts up t h e money then i t 
is not possible to make a statement that it is an in­
dependent company and it questions are asked who owbed 
the capital ot this comoany then you would have to say 
well , it ' s the French Government that owns the capital. 

Now it in setting it up in that fashion, it was 
set up with the main i ntention of probecting any cooper­
a tion tha t was given to it by your people here and avoid 
the appearance or being a Government corporation or to 
publi cly show cooperation between the two Governments . 

HU,Jr: But all we are doing is , there is an of­

f icial French mission here with documents f rom the Pri me 
Mini ster ot France and these people meet with our Pro­
curement people to find out where t hey can buy airplanes 
and we simply put them in touch with them, and that ' s all. 
So far as that goes, I can announce that any day. There 
is not hing to be ashamed of in xhat here is a group of 

people with documents from the head or the Frenoh Gov­
ernment eaying, Will you please introduce us to your 
airplane manufacturers, and after we do that we are t hrough. 
Is that right , Ed? 

Ur. Foley: That ' s rtcht . 

HY,Jr: And the rest or 1t , there is a company, 
an XYZ company up in Canada who t hen pr oceeds to nego­
t iate directly with United States manu factur ers ot ai r­
ol anes and we are out of t he picture . 

!Jr. 
~250,0007 
a number? 

Ta§lor: Is t here any significance to the 
omebody just pull that out or the hat as 

Ur. Monnet: No, That 3250,000 was put put so 
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as to provide enough money to pay expenses of all t he 
mission, certain engineers that have to come from France , 
from t he Administrat ion who have to pl ace the contracts. 
Now administratively these people are comi ng to the com­
pany and t hey are going to be members of that corpora­
tion. They are going to be oaid their exnenses, eo 
this S250 ,000 i s Just for the. purpose of paying their 
expenses until the dommission paid by t he French Govern­
ment comes into the fund s of the Company. 

IDl.Jr: Well, !Jr. Monnet , for the co:npany to be 
paying salaries of membe rs o f the French General Staff 
len' t very much of a disguise. Here is a member of 
the French General Staff . They are going t o pay h is 
salary? 

Hr. Uonnet : No. This Uission that is coming on 
i s a French GOveJ•nment Mission. 

HM ,Jr: The one here now? 

Mr. Monnet: Exactly. 

HM ,Jr: The French Govern~~nt pays them? 

42 

Mr . Monnet : The French Government pays them only 
t hey determine what type of pl anes are going to be chosen. 
Then i t 1 s the Canadian company that has to place the orders. 
That Canadian company has to be formed, as I eXPlained to 
you, by a certain number of French technicians, officials, 
who would come and who would make the contract, d i scuss 
the t erms , etc., and this company -- t he whole purpose -­
and if there 1s no need for thi s company i t is quite easy 
to change t he whole proceeding , but the whole purpose of 
this company was two-fold: on one hand to be able to 
avoid, if possi ble, t he publici ty of a Fr ench Mission 
established her e constantly oont acting the manufacturer 
in some form , cooperating with your Procurement , and i n 
the daily work that lasts for months having to officially 
appear as a French Government ••.•. 

HM,Jr: What this thing gets down to: I think that 
this corporation is such a thing disgui se that, let's say, 
France gets into a war. Then the question comes , Can we 
or can we not sell planes? I t wouldn ' t make one ounce 
of d ifference whether you are selli ng 100 planes to XYZ 
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Corporati on in Canada and they either -- let 1 s say t hey 

are shipped fro~ here to Canada and from Canada to 
France, or whether they go from here to Canada and the 

French Government takes title -- under our laws it would 

no t make any difference. They aek, where i s the dis­

tinction? 

Ur. Foley : Sure. 

~~ . Ta ,lor: Directly or i ndirectly doesn't make 
the slightest difference. 

H!:I ,Jr: Personally, unless i t makes a very i mportant 

di rrerence, the tact tho. t Mr. 14onnet has to go through t he 

difficulty of explaini ng it to me and maki ng it as diffi­

cult as possible, it will be that ~ch mor e difficult to 

explain i t to t he publi c . And personall y , I think t he 

less explaining he has to do, the better and unless there 

is s ome good legal reason -- and I would rather see the 
Fr ench Government establ ish a br anch office in Toronto or 

Montreal and do it openl y and you don't have to explain, 

but do it from Canada. Have a branch office in Canada 
and t hey are in the market t or so many planes and go ahead 

and do it right out in the open, and when it gets down 

that they s hould be i n e. war I don ' t t hi nk the fac t they 

had a cori>ora tion would ~ake that much ( s naps fi nger) 

di fference. 

Ur. Foley : Probably not . They would strip the 

thing and they would look at 1t i n 1te renllty. 

l.!r. Taylor: That ' s t h e "8Y the act reads. You 

are supposed to t r ace them. 

HM.Jr: I nm just t aking i t on a common sense basis . 

Talking to a l awyer t he other day, he s aid in a cri~inal 

case he alwnys tells hie defendants never to try to bide 

fro~ a camera. It somebody wants to take your picture, 

let them take it . The minute you t r y to hide your face, 

it looks susoicious . I think the minute you have a cor­

porat ion it iooks as though you had something t o hide 

and unless there is s ome good reason, Ed , my curbstone 
opi nion is, why not out in t he open? but do it in Cnnada. 

Mr. Foley: Yea. 
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Ur. Honnet : The reasons -- it was t hought t hat 
cooperat i on of this Canadian corporation wi th your 
Prccure:~ent, as it is goinr; to last for a long time , 
it would be easi er than if it was r ight open Govern­
ment to _Government . 

HU-,Jr: I am onl y doing it for one reason, be­
cause the President of t he Uni ted States asked me to 
db i t.· ~ecause l~r . Daladier has his name on a piece 
of paper, I can do that. I can ' t do business with a 
blind corporation . 

:Jr. Monne t : It i sn 1 t a blind corporatl on as 1 t 
ls s et up. 

HM ,Jr: I w111 do business with a certified , 
aut hentic agent of the French Government, but I am not 
goi n€; t o do business with a dummy corporation. 

Mr. Monnet: Let it be clear . Thi s Canadian 
corpora t1on , a s it i s se t up , i s really in :faot an 
a.gency of t he French Government . I t has been set up 
in t his way so as t o cover t he action of t he French 
Government because we t hought it would be advisable . 
On the other hand, i t wAs thou~ht that t he cr edit or 
fi nancial arrangements would be made e ao ier through 
thi s oo~pany t han if i t was dons outright by the French 
Government and , t hird, adMini stratively lt was easier 
to operate her e or i n Canada t hr ough some sort of ad­
mi nistrat ion like t h is r a ther than t he Fr ench Government 
as all the difficulties of administration, to set up an 
entirely new office with a ll t he difficulties t hat sur­
r ound such a s et-up. But if you feel that t .. ls method 
.las no merit or t hat it is better to proceed ot herwi se, 
a s I tol d you , let ' s reach out and openly do it some 
ot her :'ashion. 

Mr. Fol ey : The Secretary pointed out tha t the 
gui s e 1s so thin tha t it is perfectly a pparent what you 
ere t r ying to do and !rom our poi nt of view it's much 
bet t er not to deal directly with a coporation of this 
ki nd unless there are some good reasons not to do it 
t he other way . 

Mr. Uonnet: I am givi r~ you t he r easons and 
t he r e are no others . 
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Hld ,Jr: Unless llr. Foley could t hink up some good 
r easons why you should do i t through this corporation , 
personally I would prefer t o do it rir,ht out in the 
open . 

Yr. Uonnet : If you feel , f or instance, that the 
cooperation t~~t would have to b e gi ven -- at leae t , 
which I hope for and we assume will be g iven by your 
Procurement Di vision in the ruture i s not goi ng to be 
made more difficult, it it io going to be given to the 
French officials ••••. 

Hll Jr: But we are doing that now. Here we are 
now -- ~ere you have t hese people 1n direct contact . 

Ur. Uonnet: I am not in any sense trying to con­
vince you that that is the method. This has been worked 
out, elaborated, in the hope and belief that it was meet­
ing the situation. I t was difficult in every way to 
keep t he IVhole t hing , in a :t'ash1on, under certain cover 
and make the admini str ation of it mor e easy . For i n­
stance, we thought, and as I told you, that acti on in 
t his country in placing the orders 1e goir.g to be helped 
it at the head or t r. ie company we could put an Aoerican 
who 1s competent, who knows the way or acting in t his 
countr y, etc. , and I asked your Prooure~nt Divis1on to 
des i gnat e me such a man and they mentioned Mr . Hunsaker 
who is a technician. With such a technician you can up 
ae Pre sident an American. An American, de~ling with 
the manufacturer, with knowledge and techni cal advice , 
can get action . Th1n~s will move. If you have purely 
a formal mission, it is going to be entangled. 

H~.Jr: Until you get the corporat i on opened and 
t he Wlsaion over here , I want to see ~10,000,000 de­
pos1 ted. 

Mr. hlonnet : That ' s easy . 

HU.Jr: Until you get all 
i ng to have the Army in revolt , 
to crowd the~ on their orders . 
you get your paper work done. 
developed in Paris, wasn ' t it7 

this stuff you are go­
because this is going 
Take you weeks befor e 

This t hought was all 

Ur. Monnet : Yes. It anyeone is responsible, I 
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as the one responsible i n t his t lung, because when I 
came back t o Parle I discussed wi th t he l·l1nistry of 
Finance ~nat is t he best method t o employ. The ad­
ministrat ive d ifficulty of performing over months is 
very great; on the other hand , I must say that, 
rightly or wrongly, I .,as quite i mbued with the ne­
cessity of beginni ng this whole corporation not only 
as secret as you know it has been ke~t, but also in 
ma i nt a ining in i t self the same secrecy, leaving any 
official contact between your Admi ni strati on and t he · 
F~e nch Government out of the picture as much as possible. 

~.Jr: But the British Government comes over 
and buys ol c.ne s . We don't even know t he:; are here. 
They buy 2oo Lochheli.d and 200 frotr the llorth American 
Cor poration. It' s per~ectl~· o':len deal. Nobody 
cr1t1c1~es. They go ahead and buy 400 planes . Your 
own llavy has bous!l t pl anes direct. 

l:.r . :.lo:1ne t: If you feel no embarrassment in 
havi ng a French mi ssion openly and offl clo.lly .... 

H!l ,Jr: I, f rankly, would feel much lea a em­
barra ssed. He r e are t he British comin~ ln. They 
do _.00 planes. Nobody says a wor d . Look a t the ;:;cod 
ousir.ess ~e are get ting going over :o Great Britain. 

··r . ;.:o.,net : As I said to you , this bns been 
~orked out witr.'the 1nte:1t1on of meeting the verY 
~eascns that I have exola1ned and if, as I say , any­
body is responsible f or r~vlng set lt up that way ••. 

HM,Jr: Supoose you t hink it over and come back 
and talk J.t over ••i th these g entlemen tomorro17. I 
have asked how t he British have done 1 t . I don ' t even 
know . Can you (Lochhead) find out from the banks? 

l.!r . Lochhead: ~.uh. 

Hll.Jr: You mi~·ht . 

Ur. :.lonnet : What do you say, Hr . Secretacy? That 
you want t he French Gover nment to have $10,000,000 in 
t his country? 

HM ,Jr: Frankly , you have me a bit botnered. 
Xou are talking about credits, everythin~ else , and 

46 

Regraded Unclassified



41 

-10-

be f ore we !)o and show these people all t his stuff, 
you have me o.ll upse t over t hi s corporation and 
talking about 12 or 15 ~nths' credit . I ~ould like 
to know have the French got the money? Let's call a 
spade a spade. Let 's be perf ectly frank. There is 
so ~uch of t h i s sec r ecy over such a si mple operation. 
£it t1er t he French have or have not t he money. If 
they have I would like t o see sor.1e of it on account 
of all this d iscussion. It seems to me you are making 
the t lling just as di ffi oul t for yourself as !)osaible . 
The British come over quietly and buy 400 planes. No­
body in the Treasur y knows how they pai d for them, but 
they have satisfied t he manufacturer and t hey get t heir 
pl anes. Why can't the French Government do t he same 
way< I nould like to kno .. if the French Government, 
frankly, hl\s the money , or haven't they. k~d if they 
have, let them deposit 910,000 ,000. 

L!r . Uonnet : The Pri me !.:iniater and t he tUnister 
of Finance t old me before I l eft t hat they are pr epared 
and t!le Government has decided to out t he whole full 
a r.1ount of 365,000,000, in cash if necessary , at the 
r4quest, on deoosit with the American Banks , an ir­
revocable letter of credit, for the ord.ers t hat will be 
placed. So you need have no concern . 

HM ,Jr: It he is willing t o do 355 ,000 ,000 , then 
my request is vecy modest . I ask that he deposi t 
.no,ooo,ooo wi th the Bank of Canada. 

?.ir . Monnet : What I h.•we d iscunsed ,-1th you and 
with Mr . Foley oinc e , i s there any way by which t h is 
transfer of $65,000,000 dosa not hove to be deposited 
al l at once and a commercial credit arran~ed so that 
this transfer i s spread? 

HM ,Jr: And that raises my doubt, have the French 
got the moneyf 

Ur. Uonn~t : Well , they have . Yes . 
of that and there is no question about it. 

HH,Jr: That raises my doubts . 

I am sure 

You people talk. I broke my r lasses . I don ' t 
know -- the Bri t1sh do it and they do 1 t -.i thout tell­
ing me a bout it . 

(The Secre ~ary left the room.) 
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Mr. Taylor: The point may be, there may be 

sooe reason ~hy t he French Government herself refers 
to you as a corporation. 

M.r. l{onnet : llo. It there is anyone respon­

sible, I am. I di d it, frankly, because I thought 
I was meeting your needs; thAt that is what you would 

vtant . 

Mr. Foley: But the Secre tnry's point is that 

1t can be done d irectl y and why do you have to have 
this corporation and when you bring in a corporation 

aren ' t you ~ing i t more difficult to explain away 

t hat ' s the reason for t hat rre thod of doing i tr 

48 

Ur. }lonnet: That ' s the ooint . It's a question. 

If you feel that t hat method is more d ifficult, makes 

explanat ion more compli cated , then ·•e can decide and 
another one put in i ta plac e. I have d iscussed i t 

with the Procureme nt Division and I hRd the i:upression 

10e had cleared it . Ther e is great d i fference with a 

French mi ssion . They come in by the back door. They 

are here two weeks and then go away, but when this is 

established they will be here for months. They will 

l i ke cooperati on fro m your people . 

Ur. Foley : You can keep t hese things entirely 

secret a very short time . There a re many eyes and 
many ears vtith Congress comi nl!' on, all of t his being 
revived, it might be better from your point as well 

as ours to do it d!rectly. 

Ur . l~nnet : I want to go back fUrther . When 

I came here i n t he first instance and d iscusRed it 
wi th you people, it wae a quest i on of creating , and 

s t ill may be a question of creating , i n Canada some 
plants nh1ch would be presumably plants where, if war 

breaks out and t he lleutrality Act nr pvents you from 

shipotng the full olanes, you can t ake part s of t he 
plane, any unfinished olane , take them on to Canada 

and build the t h i ng so that then France can s t ill have 

them, because it's quite a question I would l i ke to 

dianuss thl s further with you. This is the result of 

complex r easons that I would like to discuss that with 

you. 

Llr. Foley : I f you have t he money , if you have 
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the cash , then there isn't very much to worry about 
as far as the Johnson Act i s concerned. Then w~~ 
have some i ndirect method for accomplishing what can 
be done directly, and insofar as forei gn r elations, 
at this time particularly, go probably it would be 
ever so much better if i t were done straight , wi thout 
the i nt'3rvention of some third corporation. 

Mr. Monnet : Fine! If this Government fe'els 
that, no rou say, that it ' s bett~r it be done that 
way , that s fine, but agai n I want to say if war . 
comes and the planes could not be had i n full, t he 
tail end of the order, under the Neutrality Act, could 
not be delivered . 

Ur. Foley : Not if a pr oclamati on were issued. 

llr. Nonnet : Therefor~, we t hought and you will 
r ead it in~e memorandum I have r,iven you , that the 
intention was to create certain plants i n Canada for 
the purpose or rece1 vi ng the unfinished parts of the 
a i rplane and completing them in a s t ate where they 
could then be shi pped to France. 

that 
what 

l.!r. Taylor: I think anythi ng you could ship in 
f orm to canada you could also ship t o France and 
you could not do would violate the proclacat ion. 

(The Sect•etary retur ned at this poi nt. ) 

HY ,Jr: I am g oing back to the origi n of th1e 
Canadian company. I told you -- I never agreed to 
that, t his idea, a nd I never agreed. I told you, 
if you will remember, t hat thie idea tha t you can 
send part s from the United States and then have t hem 
assembled in Canada •... 

Ur. ~onnet : You warned me . Surely! 

H» ,Jr: Then let's do thi s . You sleep on this. 
This is what this a mounts to: ir the French Govern­
ment is ready to pay cash on delivery, then there is 
no reason why t hey should not deposit ~heir money with 
the Federal Reserve Bank of New York and open an ac­
count and do it. If they want a line or credit, then 
they had better go to Canada and pay them there, but 
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talki ng t or this Government we cannot talk anything 
to you except s pot cash. 

Mr. Monnet: No. I understand that. 

S(J 

HM .Jr: I t the French Government wants any 

kind ot credi t or t o spread these paymen t s, then 

they had better ~o to Canada and make t hei r arrange­
mente up t here, but if t hey don 't want so~ sort ot 
credi t they don't have to go t o Canada. But in 

ei ther case, I don' t see what benefi t t he corpora­
tion does. You think i t over. You can talk it 
over with l.!r. Taylor, but that 's what I would sum 

it up. Do you (Mr. Taylor) a~ree 111th me ? 

Ur. Taylor: 
porati on se t - up. 
there are some . 

There may be reasons t or a cor­
I think i t i s more than possi ble 

Mr. Llonnet: I r.ant to be very clear that the 

one responsible for thi s is me and I have done i t 
t hinkir.g i t was helpi ng you in not giving too formally 

assistance to the French Government and t he French 
Gover nment tor the various arrangements which they 

might want to do on the financi al aide. I t I have 

been r.rong , it 1 s qu i te easy t o char~e and r etrace 
my s tepa. 

IDI ,Jr: You can think it over, a nd these gentle­

men are available to talk to you f ur ther. We want 
to help you. 

Hr. Taylor: And i f ther e is no point in having 

a French Canadi an corporati on , there i s no point in 

maki ng a deposit up in Canada. 

HU.Jr: Unless t hey want credit . Only if t hey 
are prepared to pay spot cash , no necessity t or the 
corpora t i on or f or Canada. But if they want credi t, 

t hey had better go to Canada. 

Mr. Foley: That's right. And the only r eason 

why t hey have a corporat ion is assembly plants and 
that mi ght be cheating under the Neutrality Act. 

Ur. TI!Ylor: My feeling is anything you could 
ship to Canada as unfinished , you oould ship to Franoe. 
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HM,Jr : That h as been my posi t i on , the firs t 
t i me yo u were here. 

!.!r. l,:onnet: I r emember very well. The result 
has been that the plan we beuan with has been shifted 
from manufacturi ng in Canada to the placing of order s 
i n th i s country. It's the resul t of conver sations 
you a nd I have had that has shifted . 

HU,Jr: My objective is to help the French 
cet the best planes we have and at a reason able ori ce . 
I told you we have to cove !'est, ot:.err.1se our own 
Army officials are going to object , and all this thi ng 
r a ises doubts i n my mi nd and it all adds to the d i!'­
flculty . 

!:r. idonne t: I am very Rorry if there are any 
doubts raised i n y our cind, because if anyone is 
responsi ble, I am , because I am the one responsible 
for having set up t Li 3 Canadian co:noany in t h is 
fash1on for th e reasons I have e xolained . It c an 
be c hanged , a l t ered or compl etely el1mi nated. I 
t houe;ht I was neeting the d ifficulties on bot h sides, 
but if' it doesn ' t then it' s out t he window. 

HM .Jr: ~e are all try i nc to be he l oful . 

Ilr . Honnet: I will d iscuss it ··1 t h t hese two 
gentle'1en. 

HH ,J r: !lay I just. c he.nre ~he subject ? I have 
gotten t h is •1a ble here. Do I understand that l.lr . 
La urent 1~ bo i ng there? 

l.!r . 1!onr.et: Yes. HP i s flying to I ndo-China 
~he ber,inning of t h e year. 

HU , Jr: He' s g oing direct ? 

r;r . l.lonnet : Go i ng direct, because t h ey say he 
should be in I ndo-China promptly . 

IDi ,Jr : Did you see the onbles in t he New York 
Times! 

llr. Uonnet . Yes, I saw them. 
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lill ,Jr: IV ell, that pretty well exol ai ned t he 
ei tuat.i on . 

Hr. llonnet : Yes, but you see there t h ree im-
portant s t a t ements. One is that the transport 
thi ng , transit for trucks and oi l, i s not now re­
stricted, accor di ng to t h is oable. 

f ! ,Jr: I also saw t he !Jew York Times story 
t hat t ere are 1 ,000 trucks t here. 

l1ir. Monnet : No doubt t he inforna.tion is cor­
rect that trucks and oi l can get through, are not 
held r.s mat erial of ••a r any mor e . No..- , t h e second 
is t h e question, which the head of the railway, 
: :r . Bod in. head of the I nto-China Railways, if i t 
t~ould be possible t o let him !lave ahead the p rograM 
of shioments so he would know ho~ much is cominr,. 
I don ' t kno1·: whe t he r t he Chinese company mi ght do 
that . 

!11l ,Jr: I t n ink t hey ••111 spnd everythin>. to 
Rangoon until t hey r;et t h i!l thing atr ai chtened out. 
That ' a what I ''•ould reco'll~end -- not to send anyth in~ 
nore to Ha iphong unti l t l.ey handlP l"hnt they have got. 
The New York Titoes said thPY had 16,000 tons awaiti ng 
s~~pment. Thpy say 15,000. It ' s about the s ame . 
Until t hey r et t hat cleared ther e i sn't any sense 
sending any t hing ther e . 

• 
rtr. l.lonnet : I d1d n1 t und.,r stand exactly, they 

ea1d t hey mi r ht have onP l it t le gauge tracks . 

l:r . Lochhead : I thou ·ht t hey meant rolling 
stock . 

IUJ ,Jr: I thought they •1eant gasoli ne truck . 

Mr. Lochhead: I spoke on t he t elephone to these 
people since and my understandi ~g froo the~ i s that 
t he d ifficulty 18 t h e laclt of roll1:J::: stock, so I as­
suwmed what they are asking there i s wh ether or not 
you could supoly the~ , this ooopany would supply an 
add:tion~l one meter gauge, becau se that 's t he s uage 
of the railway , one meter ~;auge roll1:1€; stock . 

IC!~Jr: I suppose once Ur . Laurent goes out there 
11e will now more about 1t. 
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Ur . Monnet: He said 'I might go through the 
United States, but I think I had muoh better get to 
Indo-China quickly. I e m goi~ there anyway. 1 And 
I arranged, after the cpnversation I had with you, 
t hnt Dalad1er himself will ask to have a definite 
answer for us and give special instructions so that 
Laurent, who is the head of the Bank of Indo-China and 
with the Government of Indo-China owns the railway, will 
take whatever steps can be t aken. I think i t ' s t he 
best practicable thing to do to get thi s t hing moving. 

mt ,Jr: All right . Now, if you call up tomorrow. 
Now on t his thine I t hink you should tell whoever is 
going to attend to it to say whether or not it' s pos­
sible to get a one- meter gauge promptly . 

Ur. llonnet: I think we need more information. 

Ur. Lochhead: Jus t guessing what they mean. 

HM ,Jr : If you could ask for more informati on. 

Mr. Monnet : Yes, surely. 

HM,Jr: This i s all very serious, but I think we 
made a little progress this afternoon. We are trying 
to help you and I don ' t want to get bogged down with a 
lot of red tape . 

Ltr . Uonne t: I appreciate thnt, !.!r. Secretary . 

(At this ooi nt, Mr. Monnet left t he meeting. ) 

oOo-oOo 

ffii,Jr: The thir>.g I want to aay is this: why 
should be put up ~250,000? General Arnold or one of 
them said this will help the Amerioan companies because 
when they sell to foreigners they always charge 2~ or 
3~ more. I said if that happens I wash my hands of 
it. Either this is going to be a olean proposi t i on 
so that -- I always say anything I can do I can testify 
on the Hil l about it and up t o now anything I have had 
to do -- but you can 1 t t ell me Mr. l!onnet with a partner 
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by the na~e of George Bonne t i s putting up a 
milli on dollars for love of La Belle France ! 
isn' t being done! 

quart er 
It just 

~. Taylor: Five nercent of the commissions are 
retained . 

HU ,Jr: I don ' t want anyth1n; to do with any 
phony corporation . I could not hl\ve been any blunter , 
could I1 

Wltere i a Chen? 

!Jr. Loch!:ea(!: Heading out f or Detroi t tCY.la:! · 

HM ,Jr: '.Vhe!'l he gets back I think he should see 
~.11s ca ble. 
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9), r7 91 I'M~ !"#red 

w f _./,PJ;;,.b 

Mr. Archi.e. Lochheed , 
Technical Adviser to the 
Secretary of the Treasury, 
lfashington, D. c. 

Dear Sir: 

December 221 1938. 

llr. lo!onnet hss asked me to send you the enclosed copy 
of a cable received by him from our office in Paris in connec­
tion with the Indo-China Railway. 

llr. Bodin1 whose name is mentioned at the beginning of the 
cable, is t he Bead of the Railway Company. Mr. Laurent, who is 
menti oned in paragraph 21 is one of the heads of the Bank of 
Indo-China . llr. Monnet will keep you informed as he receives 
further news. 

llr. llonnet hopes that you will be good enough to let the 
Secretary have a copy of the enclosed cable. 
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Monnet, Mumanc &. Co. 

COPY Of INCOMING CAIBII..EGRAM 56 

FfYml P» rr6 Denia, Paru 

No. 1'huredq llo. 7 CDE 
Deeuber 22, l9S8. 

(1) From Bodin through transport raised froa 4000 tons Jl6r month be!pre 

fall Canton to 9000 tons now This is maximum possible with ~eeent rolliqg 

stock STOP New atock ordered will be deliTered between next IIOilth aDd 

JUDe rai.sing tranaport cape.cit)o possibJ.¥ by 5011 altogether STOP Oooda 

awaiting now harbor eatiated 15, 000 tons STOP Bodin bellena congestion 

ean be cleared progreasi n11 but ignores what will be arri val.a in harbor in 

future STOP Contradictory rulings during the laot few montha cret~ted •, 

serious difficulties but all at ~esent trucks and oil transit free!¥ STOP 

For your guidance feel would be useful baTe ap~oxim&te progrs=e Allerican 

shipments to Yunnan during the next f ew aonthe also friends aight consider 

where they can without de~ provide one •ter gauge trucks 11' aethod hiring 

or selling thea to coape.n;y ie found 

(2) Confira brother ~urent I will expect you to telephone our ortice 

SJ5 Frida;r. 

' 
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Present: 

December 27 , 1938 

4;55 pm 

Admiral Peoples 
Caot. Collins 
Capt . Kraus 
Mr . l.!cRey nol de 

HY ,Jr: I have had one hour and a hal! wi th l.!r . Monnet and I want to tell you people briefly what 
I di d on this financial end, so as t o bring you up to date . 

I had Taylor and Lochhead and Ed Foley. I told this to Mr. Monnet, 1 I ! the Fr~nch Government has the money, then you might j ust as well open up a deposit in the name o! t he French Government with the Federal 
Reserve Bank o! New York and pay cash. I! you are go­ing to talk about credit, t hen you had better got out ot the United States and ho up to Canada , but why all 
this corvorat1on and who i s going t o put up $250 ,000 
capital . And why should tney? I had him perspiring here !or an hour . When I got all through -- i! 1_ou 
want credit, then go up to Canada , but, I said, i! you think that once the French Gover~ent goes to war that you are going to get any planes any ea si er by having a flimsy corporation, you are mistaken, but i ! you have 
the money-- I have found out , ! or instance , how the 
British have done i t. The Brit ish, Bank o! England 
authoritizea the Federal Reserve Bank o! New York, on presentation o! certificates , as they progress on thei r 400 planes, on t hese certificates the Federal Reserve, acting ! or the Banko! England , just p~•· It' s as si mple ao that. I t ' s perfectly r i diculous , I said, i! you go to Canada and form a corporati on, I want you to deposit ~10,000,000 with the Bank o! Canada before we 
show you any planes . 

I said, You have my wind uo. I don' t like 
this t hi ng and I don ' t like to do it this way. In 
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other words , up to now I can go uo on the Hill and 
t estify to everything. Every t hing you g entlemen 
~.ave d9ne , everyt hing i s above board. Talk about 95~, 
save s.., commiss i on , and 1.:r. ilonnet put ting up :::1250,000 
f or the love of France if t he directors don't! He ' s 
bacl: there non with Taylor and I j ust want to let you 
people knor~ . 

That ' s my responsibility, but I am certainly 
no t t;o1ng t o be co nnect ed "'i t h anything that emelle and 
I c.m I'"Oi ng to make 1 t, if I can , t o make it 1n1poesi ble 
for a phony corporation . If it ' s a cash deal, they 
don't have to go t o Canada. I f they wan t a line of 
creel t -- anyway I wan t to 1 e t you kno,. "hat we a re 
'10rki ng on and before t ney see any secret planes I l"an t 
tnls financinl t h ing cleared up. I don' t like to do 
basinese t hat way. 

\'fhat hl\ve you got? 

Capt . Collins : V~ry briefly , first they I'IO r e 
i nt eres t ed in 16?. Then their interest lagged in t his. 
Then t heir i nt erested pi cked up in t ne !.(artin. 167 is 
not in pr oduction ; wi ll be i n five r.eeks . 

H!l ,Jr: Hon f nst a plane is 1 t•t 

Caot . Col lins: 301 mi les per hour . Now t h is 
t nird olane is a combi nati on of these two sr~fts . We 
co.Je to t h A Douglass . Here is one on 17hic ~• the Army 
now hr.s a contract and in 1•ni~h t hey say t hey are not 
i nterested . I t i 9 in production and can be turned out 
f or them. Hare ' a the secret one . 

IDJ ,Jr: The secret one t ha t 1.he Army does not 
want them to seer 

Cnot . Col l i ns: That ' s r1~ht . We have a cl ear­
ance on 7- b, but 1< i ll have t o have- a c lear ance on t i11B 
o.nd t he Ar.,y "ns qui te ups et about tLis 1nfor.:ationhl.vin" 
~otter. i n t~e1r possession. 

HM,Jr: All t hey know is t hat we have t he plane. 

Caot. Kraus : The plane hne been built and flying 
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for s <:>J~e months. You can't hide it in your ha t! 

HM.Jr: They have not seen the design7 

Caot. Collins ; Nothi ng at all , Ur . SecrPtary. 
We had yest 'l rday wi th us Larry Bell ancl J ohn Bro\'J'II of 
Brewster's. 11e drove a deal with them and they got 
together -- it was their own deal -- and t he two of them 
combined v11ll turn out the Brewsters . That 1 s a very 
fast !)ursuit naval plane nnd we were accused of selling 
the Army down the river. To show we operated in ROOd 
faith , Bell is going to sub in Brewster's contract. 
These quantities (indi cati ng on tabulated stat ement) 
are monthly. These in t ne circle are !)roduction for 
t he months. 
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Hll,Jr: Don 1 t worry about the ArDIY . Louie 
Johnson called me uo this morning, a ll excited. I a sked 
hi m if he knew the Secretary of \'lar had assigned an Ar:ny 
officer to be on du t y 24 hours . He said he did not . I 
said he had better find out. I oaid we were noting under 
the President's order s . 

the 
Capt. Collins : This 167, which is new one, 

t his will both require clear ance. 
and 

vHU ,Jr: Wel l, before I go to the President f or 
any more releases- - I don't thi nk ne are r eady for t hat . 

Caot. Collins: 
any releases until thes e 
they want any of these . 

No, sir; v1e don't want to have 
£entlemen make uo their minds 

HI.I ,Jr : And t he French hove t o sho1·1 me the money. 
I want t he money on the barrel head . 

Cant. Collins: l7as there ar.y obj ection to 3 0ing 
ahead with t heir mi ssi on die~ussinr, these planes7 

H1l ,Jr: That 1 s all right, 'boJt don 1 t show t hem 
any pl anes. 

Mr . UoReynolds: That ' s the only limitation, that 
they are not to inspect planes? The other arrangements, 
any preliminary a rrang ements they can make a bout possible 
nechanical developments , is all right7 
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HM,Jr: That's r i ght. 

Cant. Collins: All right to discuss wi th the 
mlssi on t h ese ships we have down here? 

HM ,Jr: You are not showing them desig ns? 

Cant . Coll i ns : No des i gns. 
1ve will tell t hem performances . 

Hli , Jr: That' s all rl ~ht. 

No drawings . But 

t o 

I told them, Why all this mystery? The Bri tish 
co~e here , buy 200 Lochheeds , 200 from American Corpora­
t ion, make open , decent financi a l a rrangements. Why can ' t 
the Fr ench do the s ame? When they SliY, c et 10 d1reot ore 
to put up a quart er mi lli on dollars for the love of Franoe! 
As I told them, 1 f they are yoinp; t o pay commissions , I 
don 't know ... nere t hey are ~-oing to pay then:, but they can't 
add to the price of t he pl ane b ecause lf they do lt will 
show up . 

Cant . Collins : No way of hi ding t hat . 

Hl.! .Jr : I r they retain 1~-~ or the gr oss or ice 
and put it in t his cor poration -- I t hi nk l t% is to pay 
expenses or the m1 salon -- of th • new mi ssi on. 

Caot. Collins : OoP.ratlnr exoenses of the co~or­
ati ory. But then any surpius , ns I understand, -- 1~~ 
is ~ too much -- that 95~ plus any other reverts to France 
··;hen the corporation dissol ves. 

H!.t,Jr: On my suggestion . There is no excuse 
for a corporat ion unless they want a line of oredl t and 
t hen they oan r,o t o Canada. If t he banks or Canada want 
to f.:l ve a l i ne or ored1 t, all right, but our banks won't. 

The Army maJor, d i d he show upr 

Caot. Collins: Oh, yes! l.laJor Fairchild . 

Hhl.Jr: He's in on all this? 

Caot. Collins ; He is not 1n on t he last two. 
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Hll,Jr: But you are le• ting him sit in? 

Capt. Collins: Yes . 
yesterday . 

He was with us all day 

HM,Jr: Did you see General Arnold? 
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Cant. Collins : .Yes . He came over with Fairchild. 

Hll ,Jr: Arnold is sti ll ups et? 

Cant. ~ ltraus: 
has no place 1n t h i s . 
do it. 

Sur e . I would be too. Tre asury 
These are army planes and let them 

Caot. Colli ns : Who could coor dinate the Army and 
Navy except t he Treasury. Two Army oeople could not s i t 
down with the Navy . 
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Personal and Strictly Confidential 

Paris, December 27, 1938. 

Dear ~r . Secretory: 

During our last evening on the ~ueen ~ary, 

Lr . !iall Patch, the British Financial Counselor in 

China and Japan, mentioned t:onnet. who had asked him 

to look me up. Hall Patch remarked that !.:onnet' s 

organization in the Far East, the "Chinese Finance 

end Development Company", I believe it is called, wes 

financed by t wo banks which ·~:ere perm~ tted to obtain 

t t e required funds from t he Central Bank of China at 

2 per cent, or ridiculously below the current charge 

for such loans. :Je added that the Chinese Finance 

~inistry does its good financing through ~onnet's 

concern, anrl obliges the Central Bank tC' handle the 

bed financing . t:onnet 's fir:n , in turn, char¢es 14 

per cent tor discounting certain ~vern~ent coupons, 

while the ord1.nan• rate i s 2 or 3 per cent. Hall Patch 

sai d ~:onnet' s inside standin~ with Finance ~·inister 

i<ung came through his close associctlo:t with t he son, 

: believe, David ;<ung. I fir!;t me t ;.onnet at t t.e 

luncheon which nl!lba£sador Bulli tt gave for Kung . 

The Eonorable Henry ::orgenthau, Junior, 

Secret ary of the Treasury, 

Washington, D. c. Regraded Unclassified
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On my first visit at the Bank of Fr ance after 

my return, one of my friends brought up Monnet's 

name. He informed me t hat Uonnet , through influencing 

General t.anager Jouasset of the Paris banking concern 

"1 'Union des l'ines" (who ,..'Ss formerly a French 
. 

Inspector of Finance) in regard t o invest~ents of 

that i nstitution, was respons ible for resultant losses 

of 380 million francs . He said details in regard to 

~onnet 's financial operations could be had from almost 

any well-infor med Paris banker, and ventured the opinion 

t hat he .... ~uld some day land in Jail. 

Monnet ' s name also came up in a conver sation I 

have just had with a Paris !.:organ p.:l.rtner . He said 

that some years ago, wl:ile l!.onnet was still with the 

.:..ea6Ue of Nations, t he latter talked !!.or ;;ans and 

Lazsrds into investin3 20 million francs i n a bank a t 

Cogna.c, l.:onnet's home tovm I believe, with the under­

standing that !.onnet would look out for t heir interests. 

Nhen they finally got anxious and l ooked into the matter , 

the two Paris tirrns found they bed lost ten million 

francs on t he deal. ::.y friend said Yonnet was a smooth 

oe~otiator , but t oo smoot h to have business dealings 

with . 

Some day I might send you, for light reading, the 

story of l :onnet • s running off with the Italian wife 

or one of his best friends, Mr . Giannini , the repre­

sentqtive in Italy for t he Sank of America- Blair concern, 

witt which t:onoet was also connected . He bed to take 

her . 

• 
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her t o Russia to get so~e sort of a divorce, and then 

obtained an American visa on the intervention, I believe, 

of our Ambassador . 

I sincerely hope that you are now in good health 

again and that the New Year may be a happy one for you . 

.• e appr eciated ver y much your good wishes of t he Season, 

end particularly the attractive snapshot of the family 

on horseback . 

\'ii t h warmest personal r egards , I am 

Faithfully yours, 
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December 28, 1938 

l.tr. Uonnet 
Mr. Gaston 

4:45 pm 
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l.tr. McReynolds (!ir. Taylor , part o f the meeting.) 

HM.Jr: I'll tell you what I am doing . You 
are coci ng ahead ot J.!r . Welles, eo will you sit down, 
please, and I want to eave t i me and I want these gentle­
men to hear about this. 

I had a chance to bring t h i s matter up at Cabine t. 
I reported to t he President the message whi ch I got trom 
you in regard to this miss i on. And t he point is, to be 
very briet, trom t he standpoint ot t he Administration we 
think, all ar ound, it would be much better it th1e mission 
ot the French Government to buy planes were open and public. 

Mr. Monnet: It you teel t hat way, nothing could 
be better tor me. 

HM,Jr: That ' s what I wanted Mr. Gaston to hear. 
The President said to make i t very plain i n the announce­
ment t hat t hey a re going to pay cash eo there will not be 
the rebound and I think the beet way to explain that would 
be, possibly, that t he French Gover nment say that they have 
this in their Budget . 

Mr. Monnet : You will give me a chance ot communi­
cating with Paris on t his to get t he st ory exactly. 

HM,Jr: And I wanted Ur. Gaston to have it be­
cause he handles everything that has to do with t he Treas­
ury publicity. 

Mr. Monnet: The announcement -- what you have 
in mind i s that announcertent be made • •.• 

HM ,Jr: I want t hi s thing out in the open , Just 
t he way the British did. The British sent a mission 
over here t o buy some pl anee and to have it public kno.ledge . 
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Mr. Monnet: As I told you yesterday, and as 
I have told Taylor this morning, this decision of yours 
could not -- I am certain beforehand --could not please 
~. Daladier more and all that has been done and t he way 
it has been done has been done in t he thought that that 
v1as what was wanted. That being your dectsion, I am ex­
tremely glad. 

HM,Jr: I t's the deci sion of the President. And 
the State DepartmQnt are part icul arly pleased. 

ll!r . !Jonne t: We ll , that's fine . 
not be better. 

It just could 

HM ,Jr: 
pleased . They 
of War very much 

The State Denart~ent a re particularly 
say t hey woul d r.ruch it al'd the Secretary 

l.lr . Monnet : This 1a fine and , I tell you, I 
noped for it . It could not be more -- I woul d not have 
dared t o &sk you. 

The announce:r.ent .. ould be that the r e is ~ French 
missi on here for tho pur pose of buying plan es and that 
t he Frer.ch Government has to pay cash'l Those are the t wo 
point s? 

HU,Jr: I think it should come fr om Pa.r i s . Don't 
you t h inlt so, Herbert? 

Mr. Gaston: Either from Paris or from the State 
Department , here . It coul d come from the State Deoart me nt 
here . I t coul d quite well come from Paris . 

HI.! .Jr: I should think i t would come f r om Paris . 

~r. Onston : And if they asked about it here, the 
State Department or t he Treasury could reply . 

ffi!,Jr: The State Department could ansner. We 
woul d not appear i n it a t all. 

Mr. Gaston: •various Government Departments a re 
assis t ing in mak1n~ contacts with various manufacturers ." 

(At t hi s oo nt, Mr. Taylor joined the group. l 
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HM,Jr: I started to say that the President said 
that inesmuch as this was a cash t ransaction, by all means 
make it public. I told him that the State Department were 
particularly pleased and so is Secretary Woodring, so it 
makes it unanimous. I just had Herbert in to talk about 
t he announcer.:ent. Yy own hunch was it should come from 
Paris . 

Mr. Gas t on: I think that ' s p;ood. And how would 
it be s i mply to say that the hflad of the rUssi on will con­
sult t he Uni t ed States Government before making ite con­
tracts< 

Hll,Jr: Do you mind if I interpolate -- I would 
say the Mission ~as over here to buy planes and will oeet 
with the manufacturers. Leave t he United States Govern­
ment out of it, entirely, and then if the State Depart~ent 
ia asked "Is this a welcome ~iosion? " -- "Yes. • 

Ur. Monnet: I tr.ink, i f I r.1ay suggest, I think 
in order , certainly in the first instance, i t should come 
from Paris and Paris should not oay anything about the 
AmPri can Government, They should say, as you say, about 
the manufacturers . Then you certainly will be asked 
quest ions . 

Hll,Jr: l>ot t he Treasury. Sumner. The State 
Department. 

Ur . ¥~nnet: The State Deoartment. 

IUI. Jr. It will be all right. Mr. Welles i s 
entirely fanuliar . I can assure you that whatever they 
say will be fri endly , because there i s no question ltlout 
that , because when I brought i t up Mr. Welles said he 
would be most oleased to have it made public, so they 

"' . are 100~ satisfied . 

Ur . l.tonnet: Ar.d t he matter of cooperation with 
the Procurement we shall continue? 

HM,Jr: Yes , but you are to see the American 
manufacturers. This Mission is here just l ike any other 
l.ll.ssion , except that we are volunteering to you our ad­
vice whi ch is purely unofficial and about that nothi ng 
should be sai d. 
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Ll.r. Monnet : No. No. Ot course, not. And 
to continuation ot cooperati on with Procure~ent, it will 
be just the same? 

HN.Jr: It will be just the same. 

M.r. Monnet: That's tine! 

HM,Jr: Everything, Llr . Llonnet, will be Just the 
the same , except the knowledge will be publ ic. 

Mr. Monnet: You know my feeling about that point 
and I am sure llr. Daladier will be extremely gratetul. 

HU,Jr: And somebody brought out, if they had a 
Canadian corporation t he American manufacturer would be­
gin to worry where he was goir~ to get paid. 

i.tr . Honnet : As I told you , the Canadian corpora­
tion since i t is not required, nothing could be more pleasing. 

Hl.I,Jr: Then you can act right out in the open. 
And, another thing that may happen, most likely manufacturers 
may seek you out that you may never have heard ot. 

:.:r. ).(on net: That 1 s another story. 
t o hear ot a~~ more . 

We don't want 

HII,Jr: You think it over and ltr. Gaston -: good 
French name -- will be very g lad to give you the sane kind 
ot advice tnat he would give me, and that's very good. 

Mr. Monnet : The point is, should this announce­
ment be i mmediate or should we wait until t he visits to 
the plants have advanced so that we are nearer closing 
contracts, which will be a matter of a week. 

HM,Jr: (Talked to Capt. Collins on the phone.) 

What he said , you most likely know , thAt they had 
three hours with your oeople on the proposed production 
schedule. 

Mr. L!onnet: I was there. I know. 

HM.Jr: And i t ' s all over with General Marshall 
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and they hope by noon tomorrow to have an e. K. from the 
War Department on the planes you want to see , etc., and 
if, Mac (Mr. llcReynolds) you don ' t get an 0 • K. from War 
Department, l et me know and I will get on it. 

Ur. Monnet: Let me tell you the nature of our 
difficulty and that is the model of 1939, in the eupoly of 
planes . Now, the types that can be got here and shipped, 
the unfortunate part is that they cannot beg in to deliver 
before July so thnt instead of having from now to July 
it ' a really six months afterward, and that 1 a where we are . 

Hll ,Jr : In other words, we are not much better 
off than you are. 

69 

~r. Monnet: Yea you are, in the sense that on 
pursuits you are all right, but on bombers, th~ are short 
of motors . I don ' t think that we will have delivery by 
tP~ end of t he year of w~at they can obtain in this country, 
80 as far as the end of the year i s concerned this will be 
of little assistance. It rea lly fails to mee t t he crucial 
point of the next lUx months, and that ' a where we fall . 
I t f a ils on the vital issues . 

HM,Jr: What happens here, the way it has worked 
heretofore, when the Army makes up ita mind it wants a 
plane, it has been t hree years to complete delivery . 

!.Jr . Llonnet: There is a bomber fror.1 Douglas and· 
one from !.lart1n . 

H!.l,Jr: But the B-17 i s not in production? 

Mr. Monnet : No. It will be ready for delivery 
in July or Au~ust and 80 will the Martin, the new bomber. 
So far as the Curtis is concerned, they are finishing a 
contr a ct with the Army. They can begin near June, but can't 
be made in quantity to arrive t he re much before September. 
So I suggest in view of that, I would like t o communi cate 
your decision t o Paris, but it ' s a question of timing now. 
That's all. 

Llr. Gaston: You at least vrould want to get out 
your arrangements here before making an announcement. 

HM ,Jr: I don 't think there is any hurry about the 
announcement. 
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I would call down Sloan and say, What ~e want more 
than anything else, will you get ready to manufacture 
2,000 or 3,000 motors a year; we will see that you 
are taken care of. Something like that . The orders 
are coming, but he 1s not going to extend his plant 
beyond 300 motors . It doesn' t mean anything. 
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Ur. Uonnet: If it could be done -- things have 
been kept so secret eo far, -- if it could be done eo 
tnat plans are determined, orders are oractically placed, 
then ~e make t he announcement better than, much better 
than, now. 

Mr. Taylor: The announcement after you have 
placed t he order. 

t.lr . Monne t: And without c •unting the calls that 
will be made to the French Government by t he manufacturers 
in France. 

Hl.I,Jr: I would not oress you on the announcemen t. 

Ur. !.SOnne t : 
would prefer to keeo 
tically Placed. 

So if you are agreeable to that, I 
it secret until the order is orac-

HM,Jr: But you can tell the manu~acturer, so you 
can tell t h em t he money will be on depoe1t with t he Federal 
Reserve Bank of Nr.w York. That 8!\Ves all your corpora­
t i ons ; all lawyers' fees . 

J.lr. Honnet: Anyway it eaves fror.l the point of 
view of Paris. They will be deli~hted. 

HJ.I,Jr: I ao inclined to do everytning t o get 
t nis t h ing eo it will flow and flow smoothly, but I can 't 
manufacture planes . Well, let's see ~<hat the Arrzy does 
with t his t r..ing. But you are all rignt now? 

lli' . Monne t : Yes. Thank you very much. 

O.tr. Honnet left the meeting. ) 
oOo-oOo . 

EU:Jr: This is t he obJective. The President of 
t he United States says that we consider the marginal 
line our first line of defense and for that reason he wants 
these people t o have this tn.ing . Those are my orders. 
I t r~nk he's rignt and tne more I hear about airplane 
manufacturers, the more 1 t hinl< t here ie s ome t hing wrong 
so::tewhere . Here is t he Alli eon Motors controlled by 
General Mo t ore, tot al product i on for the year 300 motors. 
If 1 was really going to put my mind on t his t hing and we 
decided. t he Allison motor was the best mot or in the world, 
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OperPtor: C~::>tain Collins . Go ahea~. 

"i ;.rr : 

';~1!.1ns : 

:'::Jr: 

C: 

,.. . 

::::.rr : 

C: 

:Zi"Jr: 

C: 

~··1' • . vr . 

~. 

II!:Jr : 

"" · -· 

t:; 

C: 

"ello. 

G~od ~fterno~n, sir. 

P.o• are you coming along? 

"'ell , ~:r. Secretsry, • e ' \"e ha~ the !"renchman down here 
for the better par t of three hours t.od1ty . Sho••ec' hir.l 
thRt .-s,ler the t :P"l sa•· y es t <>r <'ay , which l.c sl.m;:>ly a 
,Jro;Josed producti:m eche1ul e. 

vee. 

And they h ave a copy of t hat. 

"!es . 

! ~hoto~tated it, a~d the c opy w~s elso given to Uajor 
!"• trchtld, re,;r<>~en t.l.ng the A-~· --

Yce . 

And turned over by him to GenPr al Arn~ld . 

Yes . 

'Jener al .tr:lo ld S?~t ::P.jor fairchH:! r~th tha t :paper to 
l}en"rt' l ~:arshall of t he ":i<>n• rl'l Staff and General .hrnold 
llnd Ccn-ral :!?rshall are to h~ve a me e ting tomorrow 
morn l. ns t o consl.der the -- t~ ~ ~-7 pln~" ~hl.ch l.e b e ing 
ce.mtfl'cture-" c.v Oot.:glae. 

Yes . 

!n o ur conversation with General Arnol~ thl.e afternoon , 
hi' , ., 11 not partl.culF.rly conc e rned ovPr thPt one !!ixty­
:le\·e n OPde by :.!11rt1n which v;ao their n ew fa at ebl.p. 

Yet. 

Ar.d I d11 that after epeAl< l.ns to :1r. :.!clteyn?lds thin.'t­
ir.0 there was n~ uce in Ci sturbl.ns y~u about any m~re 
cleartmccs unt i l 11e fJund out what the Army ' s rePction 
"'!' e going to b e t :> t h i s ;:>rop~snl. 

All right . 

And Ur. :Jonnet l.s ve ry Mxl. ?Us no" t o get 1\ clearance 

to tbllt ' " t-~· c :>n see t.h l.s :.:artl.."l shl;? 1."1 product i?n. 
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'!'his sx?ort sh i p -- they al so wan t to s ee the Douglas 
Pnn they a le-:> r."nt to see tho -- the new I4artin ship, 
ond they wanted t o go t o the Curt i s plant, 11nd we are 
etRlling on tha t, :>f c:>urPe , until after the outcome 
of the meeting o f thE' IV'\r De.)l\rtment tomor:-ow. 

l"ell , c10n .vou ;:>rese the War Department? 

Sir? 

Can you preee them? 

y,'l , e i r , we ;·till. If we d) not <;e t e.cti-:ln tomorrow 
morninG by ten o 'cl-:lc~ , I ' l l be r i ght behind Gen eral 
:~r>.r~ha1.1 to see what ' P hol<Hng it up . 

:> . K. All right. . Th!\nl~ you. 

You ere en1.1re l y welcomP, a i r. Gooc night, sir . 
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TREASURY DEPARTMENT 

INT ... O ,.II'IC. COMMUNICATION 

o•n Deo<>!nber 29 , 1938. 

TO Ccorot nry :Jor c;ont \All 

·- .:r • .~~a··lor 

r . :;lao!: or '-.;r ie tl t or o c'l.:oe to tty orf'loo t '>io r10rnin:; t o -U•o tsa 

o I"' :~s : •ieh ho lt.'l.d p ropa r od ~f tho de sc r i ption or t !to -,:,oat and cotton 

n"""'bl" ·o . m suent f..\ little o,:er an hour co "S ewer tho var ious a.snoota of 

.,, .,ro'blo-,s n..ll'\ ri ho ·.7:lll hl\vo nOi7 drafts in f\bont " week . Ir thoso nro 

J • .... ~.ot?:-y , : ::ill sttnl ~'u!l::. ~ oYa t? :16..1 at ~1aep~l\ !slf\t\d . The \fhottt 

ro".)l9::: is ~.,t oP r-ti c 1\t\rl:: lt)rious , b.lt -.;10 ("at ton proble:n co~s oro tty 

cl.J&'l t' beinb Un.ti oMl left>1ache ~~o . 1. I \~ll' '; oorr::ent on nny or ths 

l\8.,113atfll ·mtil ua got tho nfl:r dro.rt . 

I llmohod .vith J.onnat t , :1\\? :to.nU!d to hnvo ~ t'\llc abo;.,t 11 grent me.ny 

~ft , b ·t ~re s~eo~~ienlly vnrious ~~lea of the ~viation ~roblem. He 

: tr iou:; 'l.S to tho i"'PHca-.iO!"IS or tne ~onve~SIItlOn ~!>t.t 'ae luo.d had "ith 

•· 1 hst ni:ht , 1)9.rtic 1larl:; as to ';!te tir:o M~ Mnn"r in -r!>ich uublicity 

G"l l' bn re l eq&ed by his Go·to~IU"'.ent . I ::ni"'ltai!lod ,...:'\e posi~on 'lhioh ! '011 

tnn1' 11\st "' :~ht , that thnt: :1'\ G a rna.~ter ent!roly up t~ his o·m '."iovernrnont 

·•1 'h• t .'10 "lftl.l ld be <;tided by t"•eir dosire MU, \n r11ct , "IIO"lld j;1VO out liO 

o bl~c1~' Qn the ~tt8r unti l after ois Government had Acted nnd that oven 

.Jn .. :.W anno..znee~t , lf filly , ;'to.a.ld co~ t!1rouc:;h t.,_e ~tate :epa.r·t..=lont. 

" I '"r tlC llarlj" in .. r ooted in p..IbHcity as~eotl , I ~hink , ror tM 001'0 

~ r l oGs obvioas reason t hAt ihereas he cert~ ly doesn't need a nurse , ho 

':'o .o 1ld like ~o hnvo 11 chanco to :!Vike all :tooasanry nr r hla&o nonts for 

"' r ~ tct!.~G his o ., position befor e any na·.'lo of the contemplated pur ohasoo 

\ •:<o o 1t t!trour;h official or .mof'fie'io.l c!tnnnela~ 

r 
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I aU.ot> a oow ot a l.-'\v I ban Ja•' wrt.n .. to 

u.. lecn\&17 ot liar. 11.- I _, m h'"'•a to 

pan~~~\M U.. 'lr b • ....._ I .. _.le to pn a 1 11 

IICllllkb 
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I*Ma'Mr ~. 11131. 

I • ntundac ber..,Uh :rov _,..,_ of I*MaMr 29th 

u which 70il _, ~be\ J'OI& ben ba\ruoh4 \1\a Chief of \be 
.t.1r Corpa of \be Ua1\a4 fta\" Aft~~ \o tvahh \be f110111U .. 
loold.DC to•rd• \be pvolloue o f oaftain aeon\ 1'1- '117 \be 
~ acr..~t. y.,.. __. .. \be\ \he -rn aw.lo; '' 
1Jmi1Yed 1a \be 111lt\al7 aSr Jl"(lllacUoa 'M Nnlla4 oa1T a 
., .. - of ]IU'CillaM o......,. U.\ are •• naa, f~~ 
aad o\harwiaa. 

I CIIADII\, ot OOQrae, adeftall:a \o .-na'" \bit h 'b 
ord.ara &114 I • \benton aoUf7Uc \be Pna14M\ \ba\ I • 
ua'bla \ o pi'OCH4 ta \bh •U•r u Yl.., o f \he 11111\aUoae 
J OU baYe illpo ea4. 

SW:aw'-'7 of War. 

(
• t 

~· ' 
I ' 

' 
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WAA D EPARTMENT 

WAaMINOTON 

OccOJiber 29, l 9J8, 

!IDt)l'JJIDOU F'Oil n1:: SI.Cru:TJJU OF 'r:il. TR<ii.SURI 1 

In accordo.nce with our egreeaent to t he plan for 
French procure~ont of United States milit ary plane types, 
based on reasons of state, and in response to the proposed 
schedule of production for the French orders, a photostat 
of which was furnished me l:!y Captain Collina, vi,a General 
Arnoldi 

I have instructed the Chief of the Air Corps, United 
States Ara:f, to furnish the fllcU.itiea loo~ townrds the 
purchase of the ilartin-166 and U-167 (Attack Bo~ber) , the 
Curtiss P-36 (Pursuit) , and the Douglas 7-B (Attack ilo:Dber) . 
He has been instructed to arrm~ge for tho inspection of the 
planes, includinc the revealing of the secret developments 
in our militury air production, there involved. 

In Wln~ this nction I would like to cugr;cst the 
following proviooa: That you, as Sccreter; of the Trccsur; , 
be assured, financinll;r and othernioe, thnt the proposod 
inspections nnd revenlings of c.iU tar; secrets are on the 
basis of c bona fide order to pll!"chesc. Also, that it be 
understood in tho consuamatlon of the deal thnt we must have 
the assurance tha t the French orders w1lJ. be fillec so llS not 
• to interfere with Uni ted States new orders this spring", 

done at 
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DeoeJTber 30, 1938 

12: 50 pm 

HM,Jr called Harry •oodri ng a bout the French 

planes. He explained to l4r. Woodring that he was 
very much disappointed that he, Woodring, had apparently 

undertaken to put him, IDI,Jr, on the spot by writings 

letter placing such limitations as he had on the program 

of assistance to ths French. Woodring disclaimed any 

intenti on to be ot her than helpful and stated that he 

would destroy the me~~randum which the Secretary had 

returned to him eo that there would be no r ecord of it . 

Secretary Uorgenthau told him that i n the memorandum 

which he had given the President about the matter no 

copy of Woodring ' s memo hAd been transmit ted. 

Woodring explained that t he pressure from hia 

own shop had been brought to him with the claim t hat 

not only his Army officers , but members of C cngrees 

were critical or t he proposed action with respect to 

the French. 

Secretary Worgenthau asked Woodri ng whether the 

Army had any objection whatever t o showing the Martin 

planes to the French now. "oodring stated there was 

no euch obJection t o showing t he 1lartin planes . An 

agreement was reached t hat Woodri ng would immediately 

instruct the Chief of Air Service of the Army to make 

t he ~rtin olanes available to the French mission at 

once and th&t the questi on or showing t he other planes, 

that is, the Curtis and the Douglas, would be discussed 

by Secretary Yorg entbau and Secretary Woodring at the 

convenience of Secretary Horgenthau someti~ within the 

next 48 hours and t hat no release would be given with 

respect to those planes until euoh conference. 

* * * 
t~ . McReynolds, subsequent t o this conference, 

informed Harry Collins of t he current situation and, 

Collins having been not i fied ln the meantime by the 

Army or t he ava1lab111ty or these planes, arranged for 

showing the Martin planes to the French mleslon wi thout 

further delay. 
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December 30, 1938 

1 pa 

HK,Jr called Aesietant Secretary Taylor and 
asked h.im to call Monnet and eay to Monnet that he, 
the Secretary, had decided that it wae desirable for 
him, Uonnet, to announce publicly through .the news­
papers that the French mission ie here and the purpose 
t or which it is here. HK,Jr said he would expect 
such an announcement in the press on next Tue•da1 morn­
ing. Mr. Taylor promised to communicate the Secre­
tary • s desires in thls .matter t o Mr. J.lonnet • today. 
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Present: 

Mr. lo!onnet 

December 31, 1938 

10: 20 a. m. 

Mr. McReynolds 

HM ,Jr: I want to talk very frankly to you. 

Our mutually good friend, Ambassador Bullitt, has put 

me in an almost impossible position on this work that 
you have done. I mean, I find myeelf now in t he po­

sition that the whole United States Army ie opposed to 

what I am doing and I am doing it secretly and I Just 

can't continue, as Secretary of the Treasury, forolng 

the United States Army to show you planes which they 
say they want for themselves. 

Now, I am going away llonday night, as you know. 

And if I am to do anything more on this end -- I got 

them to let you go up to Uartin ' s, through a personal 
call. Your people are uo there now. If I am going 

to do anything more on this t hi ng, I have got to have 

this mission out i n the open. It ' s got to be out in 

the open and if it isn't out in the open I am Just go­
ing to call up Ambassador Bullitt and he will have to 

take it and do -what he can from t his point on, but I 

can' t work with a secret mission when the Chief of 

Staff of the Uni t ed States Army and the Chief of the 
Alr Corps i s opposed t o i t and i t puts me in the posi­

tion thAt I am trying to take planes away from them 

that t hey want and reveali ng secrete. I can't be put 

in that position. 

Mr. Monnet: I appreciate it greatly. 

HW Jr: I t ' a all very nice - - Kr. Bulli t t 
does t h1e a;;d t hen he leavile. He' 11 Ambaesador to 

France. I am not . Yesterday, in order not to ha~e 
your people sitting here without doing some t hing, I 

asked Mr. Woodring, a t one o' clock, to let you go up 

to the Wart1n factory and he said he would i aaue those 

orders at once. 

Mr. Uonnet: I appreciate that. 
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HU,Jr : He wrote me a letter that was so 
unfair I returned it t o him a nd I had to wr ite the 

Presi dent about it. A most unfair letter. 

A~ . Monnet: Really! 

HU ,Jr : I want to do every t hine; , and I haven't 

lost interest, but the vory fact it is secret, the 
regular Ar~ have got me in an impossible position. 
Your Gover nment has to decide one of two things if t hey 

want my continued cooperation. They have got to come 
out in the open and say a mission is here. I! they 

don ' t want to do that, I will call up Bullitt on the 

phone and say I have gone as f a r as I can and he will 
have to t ake it fro m this point on. 

Mr. Monnet: I appreciate ••.. 

hoce. 
HU,Jr: I t 's-- you can reserve t he thing at 

Mr . !.!onnet : Look! To l ees degree, I have 

been put in the sarne nosi tion. 

HM,Jr: But you are not a Government official. 

I real i zed, from t he first time you v1ere here I told 

you there was no advantage in going through all this 
camouflage. If your country went into war, under t he 

present Neut rality Ac t you would not g et the planes 
anyway; ~ouldn 1 t get the parts. I told you that right 

from t he beginning. I want you to have planes and 

wlll do everything I can , but I can't because the Army 
now has me in t he posi t i on that I am doing something 

secretly that they are opposed to. I can' t, as Sec­

retary of the Treasur y. 

Mr. Uonnet: I realize fully that you gave 

us more cooperati on that I ever hoped would be possible 

from t he beginning and I realize the di f f iculty you 
are put in at t his moment. Honestly , I am surprised 

that those difficulties did not haPpen before. or 
course, anything t hat -- we wi ll do everything so as 

to adjust to conditi on s. 

Let me s ay one thine;, which may or may not 

atteot what the decisi on will be . This mission came 

here with the definite object to get planes by July 
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or August. 
Douglas, I 
one of the 

I understand that one of the types , the 
underotand that the difficulty oomee from 
bombero. 

HU,Jr; The B-7 . 

Ur. Monnet: The new Douglas bomber. 

HM,Jr: Which has not been accepted by the Army. 

Nr. ¥gnnet: That 1 o right. This was not shown. 
We have oent a confidential telegram to Paris suggesting 
that certain planes may be delivered over a certain 
period. We ~lave not had a reply yet, I don ' t know, 
until we have this cable, that it isn' t impossible; 
that this may not suit them. If it was so , Sir, it 
would elimi nate itself. And there would be no diffi-
culty . We would only finish on the basis we are, 
namely, the Martin and the Curtiss, for which the French 
are already buying some. 

HM ,Jr: Oh, are they? 

&lr. llonnet: Under credits. The only diffi­
culty ie a new model, because the P-40 mus t be eliminated. 

HM ,Jr: lluot be elimi nated? They can' t get it ? 

Mr. Konnet: They can get the plane, but not 
enough motors. The Allison motor manufactures 300 a 
year. That ' s out of the question , so they have tore­
vert back to P-36 modified. They are already on order 
for the French, the P-36. All they need is the motor 
a technical question, whether certain fuel can be used 
or not used, so that is not a maj or difficulty. The 
maJor d ifficulty is on this Douglas bomber. It the 
French come back by thei r cable and concentrate -- which 
may well be; I don't know-- on the Martin and say that 
and the Curtiss, and the delivery date ~the Douglas is 
too late, we leave matters ae they are. It they come 
back and say we want to concentrate on the Douglas, which 
we ohould know today or tocorrow -- the result or our 
conversat ions I have telegraphed •.• 

HU,Jr: About the corporation? 

Mr. Konnet : I have not only telegraphed , but I 
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have been to see the French Ambassador and I understand 
he may have seen Sumner Welles on this yesterday. 

HU,Jr: I don't kno\Y. 

Mr. ~onnet: I don't know either, but he may. 
Anyway, the Frenoh know from me fully this position and 
I said that there wae no need of this Canadian corpora­
tion; that you were willing to have made public the 
fact that the French would · buy pl anes in this country; 
that the mission who would paes the order could come as 
an official mission, eto. 

HU,Jr: That must have gone a couple of nights 
ago. 

Mr. Monnet: Yes. So not only did I telegraph, 
but I telephoned, so t hat I would make it perfectly clear 
and no misunderstanding. They have not replied to me, 
but I have said to them that I was personally convinced 
that they would welcome such a solution and I have said 
so to you. 

HY ,Jr: Now , this thing may solve itself. 

Mr. Monnet: So I wouldn't worry too much over 
thi s matter at this stage. 

HM,Jr: You know, I am leaving Uonday night. 

Mr. wonnet: That ' s why I asked t o see you thi s 
morning. If by Monday it is not cleared up, I will corns 

beck on Uonday to see you. 

ID4 ,Jr: I arn goi ng to be here all day . It ' s 
no holiday f or me . lly office w1ll be open Monday. 

Mr. Uonnet: I am going to New York, because my 
wife and family are there, and spend tonight wi th t hem, 
but I shall be back here on Monday and see you before you 
l eave, so with all the news and cables, we can straighten 

it out. 

HU,Jr: I want you to know how far I have gone. 
I practically had to order the Secretary of War to let 
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you people go up, but you know the Regular Army officers 
and you know what the Regular Army is in any country, 
and if you do something that they don't want and where 
lt ls done secre tly -- lf it was done openly, I would 
not object because then, so t o speak, they haven't got 
anything on me, but I am in a false position because 
tt's a secret mission. If it was public, I don't care . 
Let ' s unders t and each other. Your people went up there? 

Llr. MonneJ:: They are there now. 

H1! ,Jr: So they a re seei ng •••• 

Mr. Monnet : Oh, yes. That's all right. 

HM,Jr: And on t he Curtiss there te no trouble? 

Mr. V.onne t : It's not actually trouble. I t's 
a question of specie~ motor; whet h: r that motor can meet 
tl'.e French requirement a. The French only use 8? oct ane 
and whether that model will work on 8? I don't know. The 
planes we were discussing had motors built to use 100 octane. 

HU,Jr: Is that the Curtiss? 

!Jr. l!onnet : That's the Curti ss. So even if tha t 
doesn't work, t hey will take the 8- 36, 100. 

HIA ,Jr: This may get down to Curtiss ancl Martin . 

Ur. Monnet: Maybe. 

HM,Jr: Well, personally, I would be very much 
surprised 1f they would walt tor this Dougl as, because 
unti l they s et this t h i ng in production I doub t if they 
would give you anyth i ng. 

l.!r. l!onnet : They begin in July or August , but 
between July and August Douglas can deliver 85 planes. 

HU,Jr: Then, of course t he Army undoubtedly 
says , Well , those are t he pl .anes t hey want for t hemselves. 

tlr . J.:onnet: I don ' t doubt i t . I was surprised 
that this difficulty had not arisen before, because 1! 
1t wae in )'ranee, I am sure 1t would have occurred. 

Hl.I,Jr: The only reason why it didn ' t is because 
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I have taken extraordinary measures to force this 
thi ng through. 

Wr. Konnet: I know. 
am grateful. 

I appreciate it. I 

HK,Jr: I have done more than anybody else 

but the President himself. 

Mr. Uonnet : I will t ell you further, my ex­

perience with the French Ari!IY people is 1f one gets 

into a j am l i ke this if you try and force i t you raise 

tremendous trouble . 

HM,Jr: I don't mind forci ng it if !t is i n 

the open. Then I will take my chances with the Army, 

but it if 1t secret, they have something on me as long 

as 1 t is secret. 

Ur. Uonnet: 
bet ween you and them. 
1s concerned. 

Of course, it isn' t really secret 
It's secret as far as the public 

HM,Jr: They say it i s s ecret as far as Congress 

1s concerned. 

Ur. Monnet: When it becomes publi c wi th 

Congre ss, what is i t going to bring? 

HY ,Jr: 'It ' s all right . The French come over. 

The Engli sh come over. They buy t hese planes. We are 

a commer cial nation. We l ike the business . Look at 

these headlines . (Chen' s visit to Detroit . ) "Chinese 

L~es Gift . Gener al Mot ors and Chrysler arrange a big 

dinner for hi m. • They like him so much, the man in 

Detroit says , You have to stay. I am going to give you 

a luncheon tomorrow. Then he's going on to Akron and 

they are goi ng t o f ete him t here. Thi s is not accident. 

I can do the same t hing for you people. Look a t t his 

clippinb. I can g et the same kind of publicity for you 

people. I can make it a ver y popular thing. This is 

not accident. Do you see what I mean? 

Mr. Monnet : I do. 

HU,Jr: Look at thi s pi cture of Chen. 
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lllr. Monnet: Yes, I saw that. 

HM ,Jr: Make a hero out of him. And that ' s t he 

6 ame thing -- I am not a f raid . You will just have t o 

weigh whether my judgment is good or not, and I can make 

this thing a vcry popular t hing, but I oan1 t do it as long 

as it is secr et. They are feting , dining and wining 

Chen and maki ng a hero out of him. What has he bought? 

One thousand trucks. 

Mr. 1~nnet: The only t n1ng t hat counts is that 

t he French get planes, so that anythin~ that needs to be 

done t o reoove any difficulty must be done . Are they 
goi ng to say we want thi s Douglas bomber or are t hey going 

to say, Concentrate on t he Martin. It they say concen­

t rate on t he l!art1 n and the Curtis, then it is solved. 
Then if we find they concentrate on t h e bomber, then s ome­

thing has to be done. 

Hli .Jr: You ought to know by Monday. 

!.lr . lllonnet: Yes . I have telegraphed and t ele-

phoned to Pari s. 

H1I,Jr: We understa nd ench other . 

Ur. Monnet : But I don ' t like to press them to 

~ke up their mind on the Douglas because if I do they 

mi ght concentrate on it . 

Hll ,Jr: Leave it the way i ~- ~s and l.!r . Hanes 
will be back Monday morni ng and he"barry on from where 

I do, but he can't do what I do. 

Mr. !donnet: 
ing or te lephone you. 
has a risen. 

I will either be here Monday mor n­
! nm sorry t hat t his di f f icult y 

HM ,Jr : I t ' s all right . Everything is diffi­

cult . Happy Ne., Year and happiness tor your country 

for the coming year. What happened is, which plea ses 

me very much, the ditterenoe between France - - the strong 

position they are taking and the weak posi t i on England 

i 9 taking. It is mor e apparent every day. 

Mr. Uonnet : This a irplane thing i s common t o 
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the whole European solution. Garmany takes th1a 

threatening position baoauae she knows that the other 

countries are afr aid of bein.g bombed internally and 

that they have not the means of r etaliating. The 

cement the Germane know the others have a for ce tor 

retal i ating, it may change the whole situation. 

HW ,Jr: The Presi dent is back of you, but t h1a 

1s the posi tion he is in. He says to me , I haven ' t got 

time to do this. 

Mr . Monnet: I realize 100% the difficulties , 

so I am not surprised. What aurpriaae me i s they have 

not made trouble t or you before this. 

HM,Jr: They oan' t make any trouble for me. As 

long as it is in t h is positi on, I would wait tor their 

cable. It it turns out the Douglas bomber i s too tar 

off tor delivery, it makes this t hing much easier. 

oOo-oOo 
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