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ll Oa'MMt "-1 ... - tMPI ... alw_,e .... lal Mltbp 

•• till ftlte ...... .., •• u. ... PU• et ...,. 1 

~ ••ua ~ ltftlt tl tlw wt1U1 I•M1 I _... l&aft 

• ,._,_,,... .. ..," t~w ,.., .... _..., ·teu. 

J ..... ,., ........ n1e , .. lh ,..... 

ftl ......... , I set .,. 11 ftlwl 1 ... .. 

..., .... , J ..., .. 1 .... , .... 781 ......... bi'UI 

-. ..,, .-s• ... 1 .... "•• ........ ..,. .,... --sa••· 
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J anuary 2 6 , 1940 

(Di ctated Jan~~Y 27 th) 

At lunch yesterdAy Ur. Farley s a i d t hat he 
thousht Roosevelt nould make a great mistake i f he 
"ere to run for a third term, because he wne going 
to end his second terM as the most popular Presi­
den t s ince Lincoln ; t~~t if we had ueace in the 
,.,orld we '70Ul d have al l k inds of economic troubles 
i n this count ry and tlv\t Roosevelt " ould not be able 
to oolve t hem , such as unempl oyDBnt, e tc., and t ha t 
people oould qui ckly for;;et all of the good things 
he did durin~ his first and second ter~s . (I think 
tha t this comment of Farley's ia ahre~d and correct.) 

He volunteered t hat in hie opinion !!r. Hull 
could be elected pr o'lided - - and he l a i d e;reat s tress 
on this -- Roosevelt \"IOUld ghe him hi s "holehearted 
support. He said unless he got Roosevelt'& ~ole­
hea rted sup9ort he could not : et elected. 

Farley t hen ·•ent on to tell me a lo~ involved 
story hol"l bac~ i n 1933 he tried to &et hie brother the 
Job or Uni ted States :~shal and that Roosevelt pr om­
i sed it to hi m ~~d thAt then Roosevelt had ~c!ntyre 
send Frank Walker over to see Fa.rley and tell him t hl\t 
Roosevel t t hous ht i t wae a mi strute to appoint this man 
because he was hi s brother . U t hin't Roosevelt was 
ri~ht . ) Since 1933 t o date t his oos1tion has never 
been filled except by an Acting United States ~rshal 
and i t evidently is a source of e;re~t r ancor with Farley. 

For the first t 1~e that I hn'le seen Farley he 
aho\7ed considerable bitternesa t o11ar ds Roosevelt . 

Re told ~e that last J uly before he , Farley , 
&a iled for Europe, Rooaevelt told him that at t he f irst 
pricory he "ould definitely i ndicate t hat he nas not ~o-
1ng to run e.nd Farl ey sai d , •unless Rooaevelt tells me 
differently, there is no r eason for ~e t o believe that 
he has chan~ed hi e mind." Farley sai d , "After all, 
t here ~as a De~ocratic oarty before Roosevelt ~as Prea­
i dent and t here ~111 be one a~ter he 1s out and in f air­
neas t o th~ Pnrty ~e ou~ht t o declAre himself." 

11 
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Secretary or State , 

Vlasbingtnn. 

241 , January 26, 6 :1 • n . 

PlAIN 

London 

Dated J~nua~ 26, 1940 

Reo 1 d 1:40 :1 · n . 

FO:t TREASCRY PRot: Bm'TERWORTH. 

A big <x,ension 1n deposits t o a new ~gh record 

am a swccp i n_s ircrcasc in ::oncy :JarkEt assets art thE 

l eading rcaturcs or tr.c 1S39 balanoe-sh£Ets of th£ "big 

t'i V£ 11 banks, 1 . E . lfat1onal Provincial, T,loyds , Wcst­

l"li nstcr, Barcla~·s a nd i~idland, cooplt ttd yrs tcrday by 

thE i ssue or Lloyds rc,ort. 

12 

Total dcpo:~its t or the r ive banks were J.2, 0S4,100, 000 

compared with Ll, 950, 100, 000 at end 1938 and with the 

,rcv1ous peak figure 'lf L2,030,100, 000 for 1937 . The 

increase on th£ year thus amounted to Ll44, 000 , COO or 

7 . 4 pcrcrnt· wh1ch wno t h£ larnrnt lno rcasr 1n any onE year 

sino£ 19:52. - · 

Very high deposit levels WEre r caohl:d during th£ 

intla t1cn which 1mmtdia tely foll oWEd thl: last war but 

alt hough c omparison with that period 1s complicated by 

subsequent bank amo.l.;o.ma. tiona 1 t 1e probo.bl£ ~t t hE 

present figure surpasses the P£ak ot the 1919-20 inflation . 

ThE 
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hsm - 2- No. 2~1, Jnnuary 2o , 6 p . m., from Lond'XI 

The rise is of course wholly attributablE to t~r war 

fer in t.'llE first half of the year (as in th£ last ninE 

nor.t hs of 1936) t he tr~nd of deposits was steadily down­

wards in consequence of thE efflux of forei3D balances 

from London. Compared with thei r cnd-Junt position the 

"big five• deposits showed a rise of no leas than 

1.).57, 000, 000 and the increase over thE nine months from 

l~rch was greater still. ThE abrupt reversal of the 

earlier trend was cntil"tly due t o thE fact t::.Ot the 

great increase in tr~ budge t deficit occasioned by war 

ex!)enditure has so f er bEEn very largely finan::ed by 

issues of Treasury bills . In consce<utnce the counter­

part of the rise in dEposits is to be found c~cfly in 

th£ banks ' money market assets-- in their portfolios of 

bills (chiefly Treasury bills) and in call money which 

is largely secured on bills . In thl.s respect thE balancc ­

s~et comparison is t~ very opposite of that of a year 

ago : Then a sharp fnll 1n deposits found ita counterpart 

in an equally sharp contraction of money mark£ t assets-­

t~ outflow of deposits ~~s resulted in an outflow of 

gold so that thE exchange account bad been steadily 

r tdeeming thE tender Treasury bills by which thE gold 

had been financed. 

Over thE year aggregate "big f i ve " bill ,ortfolios 

rose from 1.217 , 200, 000 to 1.308, 900, 000 which was e:ls1ly 

their 
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ham - 3- No . 241, Jo.nuary 26 , 6 p . m., trot1 Lom on 

t~ir l~rsest figure since 1932. Call money rose from 

Ll20, 700, 000 to :&138, 600,000 . Thus in tht two money 

mo.rke t items toge t!JI:r t!l£r£ was an inorr~at of no l ess 

t~~n :&109 ,800, 000 or 76 per cent of the increasE in 

deposits . 

Advances despite a steep rise 1n the first two 

months or the wo.r (in October they almost rtaohtd the 

1929 record level ) wtrt only slightly higher on tht ytar . 

For the "big five" the aggregate wao b859, 400, 0?CJ or only 

:&14, 700, 000 (1 . 7 percent) more than ot end 1938 . !!0\7£V£r 

thc figure is the best si nce 1929 with i ts record total 

of b877 , 700, 000. 

Invcstm£nts arc the only item which wns l017tr on 

the year . The oggrcgatr was :&500, 100, 000 which compares 

with :&519,300,000 at end 1938 o.nd with the all-t1mc record 

of :&552, 700, 000 ot rnd-1936. To some extent this declinE 

r rflEottd wri t1ng-down of book VP.luts but S.t 

from th£ general tendtncy through th£ yea r to lighten 

invtstmcnt portfolios . 

Tht outcome of tl?est various ohangts is ntcraanrily 

a pos ition of o.bnormo.l liquidity . Co.sh has not quite 

kept pact with thE growth of deposits (the o.ggrrgott 

incrrose wos :&14, 700,000) so that the cosh rati o is 

frnct1onally lowtr; but thr ro.tio of liquid o.ssrts o.s 

o. whole has risrn very strcply . Thus thE rntio of co.sh 

plus 
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ham -4- No. 241 , January 26, 6 p. m., trCIII London 

plus money C~aria:t asseto was 32. 6 'PEr cent against 28 . 6 

?£r cent; while includi~ balances in courne of collection 

(thEsE have bEen swollen by the Extra time taken tor 

clearing, now that thE cicaring bouse 1o in thE provinces) 

the l .i quid r o.tio was nlmos t 37 per cent oo~:po.rEd with 32. 2 

per cent a year ngo . 

Naturally tnEsE aggregate figures oonocn1 some note­

worthy divergEnciEs in cxptritnct as between individual 

banks but in the major movements - - in deposits and money 

mrkEt assets-- therE has b££n a much higher degr EE of 

uniformity than usual . 

In connection with thE o.bovc the follow!ns excerpt 

from the speech of Edwin Fisher , thE Chn1rnnn of Baralaya 

O&nk, made at its annual meeting may be or interest : 

"It would be unsound tcr GovcrDDEnt war expenditure to 

continue i ndetini tely to be financed by increasing thE 

floati~ debt through th£ i ssue of Treasury bills . Ultimate­

ly the money borrowed for the war must be obtai ned mainly 

from th£ savings of the people if we nrc to avoid th£ 

evils of inflation. ThE dcmnds of the Govcrnm£nt tor 

borrowed money arc be..., ever likely to bE ao lar 3E t.!>a t it 

will assist the raising of tb£ necessary funds if some of 

the increased GovErnmEnt Expenditure is first allowed to 

per:nra te thE ecCI'loclic aya tem and thua influence thE velum£ 

of savings prier to the actual issue of loans to the public . 

Tbe 
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ham ..S- No. 241, Janunr:r 26, 6 p . m., fraa London 

Tht financing of thE wnr thErEforE will bt faci litntEd 

by a rtoort to borrowing i;n thE LlOnty J'/UlrkEt in tht 

firot ploct and subsEqUEnt opptols to thE public for 

aubscri pt1ons to thE issut of longtr ttrm sEcur1 tiEs 

wnich muot follow in dut CClW'at ." 

JOHllSON 

• 

. 
r , 

! S 
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l copy of thi.s bas been turned oTer 

.3vr. Cochran. 
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a.•.Jra 

Operator a 

B,X,Jra 

Operator a 

B.X .• J'ra 

Jlattb ... l 

H,ll,Jra 

B,X.Jr: 

XI 

a.x.Jra 

•• 
B,X.Jr: 

X: 

B.X.J'r: 

a.x.Jra 

•• 
I.X.J'rl 

•• 

lello 

181111&1')' ... 1MO 
11111 •••• 

I •• rea4T w1 th JIJ'. llatthen. 

Bello 

Go ahead.. 

lello. 

Ooocl atterDOOn,llr. Becr•tarT· 

Bello JIJ' ... tth.... I 1a callf.D& 10U 'becaue I 
UDderatan4 JIJ'. Bullitt 1a not there. 

Beta not in the Bllba117 at the aaoaeot, no air. 

Well I•·n cot ;roar •o. ua before •·., .... 

Yea air. 

.... and I•a gof.D& to alk 7011 whether JOU .,ntt 
pleue atop aending ae that sort or •terial. 

Yea air • 

I doD't expect 7W to 4o it •• the ~euur)' 
repre•eatat1Te ••••••• 

Yea air. 

.... aDd 1t 7VU -t to do that, u part ot 70111' 
State De~t work, aD4 direct it to JIJ'. lll11l. 
wt~T, ot coarae, that• a up to TW• ...... 

Yea air. 

•••• .but there'• notbinK that I oan doJ th.,.'•• 
cet JIJ'. Panu aD4 JIJ'. lilocbALaille here aD4 that'• 
their ~ob aD4 ita not ., ~ob. 

Yea indeed • 

AD4 patting th11 in a oable I th1DJt 1a - wll lta 
untm • •te to aq the l ... t • 

Yll 11r. 
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B.III.J'r: 

lh 

B. II.J'r: 

II: 

B.II.J'rt 

M: 

B.N.J'r: 

II: 

B. II.Jr: 

II: 

B.K.Jr: 

II: 

R.M.Jr: 

II: 

a .M.Jr: 

Jl: 

H. II.Jr: 

Ill: 

B.III.Jr: 

And this constant stuff that 7ou send • 

on. • • 

'llbat 1s that? 

This constant aaterial that TOU send ae on 
non-TreaSQr)" aattera • •• 

Yes, sir . 

••• 18 prortng Yer)" eaba.rrassing to ae. 

ll1 right, sir. 

And, as I say, 1t you want to send that, or 
llr. Bullltt wants to send that to llr. Bull, 
ot course that's entirel.y up to hia. 

Yes, sir. 

a~.t, I don't know wll)' tbey.~an llr. Purrts and 
Mr. Bloch-Laine oYer here,~,._ the7 don't want 
to use them. 

I presume it ' s just lack ot coordination, sir. 

But I don't want to be used and I don't want to 
pay tor the cables and I'• going to aslt 7ou it -
on Treas--- wbateYer 70u1re doing 1n the in--­
tor the Treasury, please not to do it 1n7 more. 

Yes, air. I shall follow that exactly, sir. 

As I say, it's - it' s I can•t do anTthing 
and it' s nry emba.rras sing to me. 

Yes, sir. 
then. 

All righ~, sir, there'll be no more 

Tha.nlt )"OU • 

That'• all, sir. 

Thank )"OU. 

Anything el.se? 

Io, ah -
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£t:rr Tariety ot inrom&tiOD wbich you would 
like Which I haTen1 t sent? 

No, it you just would stick to financial 
utters ... 

Yes, air. 

And- it1 s .uch easier. 

Very good, sir. And it would be easier tor ae 
too, sir. (Laughingly) 

All right . 

All right, Mr. Secretary. 

Thank )'OU. 

Not at all, sir. Goodb)'e. 

Goodb)'e. 
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THE UNDER SECRETARY OF COMMERCE 

WASHINGTON 

l&nUfll'Y 26, 1940. 

\\ 

IDaauch aa I will not be at the Cabinet lleeting this atternoon I aa 
jottin& down 11111 tboU&hte on the subject of the e•plo)'llent ot 
inter~~~ediaries by indu.etriea wishing to sell to British-French 
Purchasing Missions . 

21 

1 . lfe haft no tacllitiea for chacldng on the l'WIOred actiYitiea ot 
certain persons in this field, except tlxro\lih our !Ddu.etrial DiYiaiona. 
lfe haaitata to make a wida1~ inquir;y in this ft7, doe to the put 
close association between the Chiefs ot a.- of tbese DiYiaiona and 
the persons in quastion. 

II it not poaaible that the frMiur;r, thro\lih &O!N ot ita invastiptora, 
could handle this better than we? 

2 . Both the British and French Missiona hava stated to our !lew York 
office that they are interested onl,y in negotiating with original 
aourcea of supply, and that one ot their card1nal rules is not to deal 
with inter.ediaries. They stated ear~ this 11011th that consideration 
was being given to inserting clauses in purchase contracts that the 
1upplier had paid no r .. a to an inteZ"Mdiar7 in connection with the 
contract between the Minion and the supplier. 

) , On J&nUf\17 24, the New York Times carried the attached story 
showing that the Missions have unified their actiYitiaa, and attil'll1.llg 
their joint policy with regard to inter.ediariea ae above . 

1,. Our intol'll&tion tbro\lih New York is that reJ&'&sentativea ot the 
M111iona are -•ting once a week in 'laahington with Captain Collins 
ot the Procurement Division of the Treasury, reportin& all that they 
have purchased and what they intend to purchase . 

5. The o~ actual intoration we have aa to aot1Yitiea ot persona 
attupti.ng to serve aa intenoediariaa ccaes h'- Chiea&o and Detroit, 
whare teo ex-11&"7 anllated men have been representing ~elves as 
haYin& special connection a for securing orders b-oa the ~ Miasiona. 
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Pace 2. 
lloDOra'ba lleDr7 Jlorpntbau• lr . • 
1&Dia17 26. 1940. 

6 . In new or our intorwaticm CODCer!liD& the act1'rltiea ot the abo.,.-Mntioued pereona. it 1e concehable that w llight be ju8't11'1ed 1D IIAid.ng a atata..nt quoting the 1D1'ormat1on gi.,.n us direct bJ the bey1Dg lliasions u to their pollciu. In view ot the Iew York tiM a atat-nt herewith• direct bJ the joint llieai01l8• w q•aticm whether such a atate.ent trc. us 1a called tor. lie are aloo tranltl;r b .. itant about IIAid.ng ~ ata~nt which would iapl.T our ott1c1al uaurance that euch a ~ pollcy will be atrictl.T adhered to . lie are uot ll,y ~ M&Da .-are 1D our owe lliDda that an indj_n4ual who• tor lnatance. is ltnown to have close peroonal relationa with Jl'rench GoYanment representathu 1D thia comtr)' would not have opportiiDJ. tie a to lnf'l•nce purchaaea. 

22 

7 . It would appear to be entirel¥ iaprecticahle to ll&lta a atata•nt auggsstin8 to .American buelnass un that they appi'O&ch theaa Ca.iaaions through us• aa all ..., could do would be to tall thea llbat the stated pollCT or the llisaloas is . 

8. It tor t.DT reason it is desirable to gin .ora puhllcit7 -pbasia to this •ttar. w auggsat that it be dona bJ inaplring a rellable nanpaper II&D to axplare the d11'tarent angles ot the eubject; and 1D tha prooesa ot doin& tbia• aalt the tblar Secretary ot c-ce tor a atataOMnt ot our 1ntor.ation 011• and .....t.ratan41Dc ot • the procedure ot theM blving lli .. ioaa. 

9. The Depert.Mnt ot ea..arce baa a 'ffJI7 special interest 1D an:r allasationa that ex-otticara or the GovernMnt may ha tald.nC advantags ot their polltical connections to procura coacasa101l8 tr.. berlcan MDutacturars . It ia eftll _,.., coocen>ad about the posaibUity thet .._rican ll&llutacturars aa:, be induced to entar into b1nd1n& contracts that the7 rill• .-.oesaaril,y• pay c.-1es1ona oo aales the;r u;f ll&lta to the Britiah and Jl'rench lliaaioa.a . Such contract& mpt result in a gsnaral enh&D-t or prices oa foreign aalea that would react lm!aYOr&bl¥ on our &.aatio price s1t'l8tion. 

Perhape the beat solution or the JrOblaa 1a to urgs the foreign lliaaioa.a to adopt and to gift ride pllbllcity to a apec1tic pollc;r in thia •tter. Proviaian could aloo be ...S. that in the e.,.nt the sellar does pay UJ:1 tea • whether tor aales• legal. en&ineerln&. or other outside aervieaa ot UJ:1 lt1.nd• that 41.aoloaura ha ...S. in the CODtract. and tor UJ:1 'rlolatioo tbareor the Foreip lliaaicm ahall he.,. the right to cancel the cootn.ct and in add1t1cm oerta1n penaltiu lli&bt be aaaesMd a&&inst the aellar. 
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..,.. 3, 
lloDorable lleDZT llorgentbau, Jr., 
1&11'11117 26, 19J.O. 

If 70U willh M to~ Oft%' to fOTZr off1c. &t'ter tbe C. biDet~ 
to diiiCUII8 tbe 111 t1a t.lOD f'artbt.r I will ~ 'IW7 cla4 to do 110. I .. 
learlng ton thia .....W., ud will DOt ~ baclt WltU lAta Tae..tq 
U'terr>ocm or Wecbleeclq .orniJI&. 

Vary aiDcereJ.¥ ;row:e, 

~·~~~ 
!dward J . •obJA' 
tll>der Secreta.ey ot c-roe. 

Bo110rabJA lleDZT llorgentbeu, Jr., 
Secretar,' of tbe '1'reuur7, 
Waeh1ngtoc, D. c. 

23 
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• - 4 #\ ~ I ?4f 
~LLIES FOR BOARD I 
OF PURCHASE HERE 

British and FrenchOroups Join 
ao Sinife Unit-s .. k to Avoid 
Conflict With U, S. Ec onomy 

DIRECT DEALS INDICATED 

Brokora and Aconta Will Havo 
No Part in Huco Procram for 

Buyina: War Supplloo 

Unlneauon or tbt Brltllb ud 
:r'rtn.c.b commlltiona for bu:yln.r war 
t uppl!e. ln the Unlttel 8tattt 

eon•um mat ed ott.lc!Jal.ly '''"''"''•> II alttrnoon. Formation of 
Freneh Purchufn.r Bo&rcl wat 
ftOUI'lCed, 1olnt bi&CiqUilrttrl Wi t 
tabllt.bed a t 15 Broad lt.r"t· nur 
W all Stuet. and • t tAltmtftl o:t 
l't:ntral poliq wu '-u- wbldll l 
·~ an obllpUoe to a t'Oid """ ntc:u whb t.M etOrt0ft17 ot t~ 
L"'alted &tato &ad Itt dt.ftDM ....,., 

Alli-s cooperatloa wu dtmon· 
atralld evan lb. the metbod adopt..t 
io publJdu U11 new pure.hu tnc 
t~Mrd. Thlt wat ll'n lnttrY1tw 
whl~ Arthur B. Purvtt , head o f 
8rltlth Purchu tnr Commt .. lon, 
arul J , Fredu lck Bloeh·L&Int, hud. 
o f tht Frt neh Purc:hu lnl Comml• 
t lon. .. t t ldt by t lda to • n ... er 
qu ... Uont~. &lthoua:b. M r. Pu,.... 
mo.tt or tb talltln1. 

,~··-

I 
) 
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PAJW'IIRA.SJ: or DLmlWl SD! 

!0 1 American !!mbaeey, Xexioo 

DA!I: January 26, 19•0, 7 p.m. 

110. I 2:5 

COIIFID!:NTIAL. 

25 

Without prior knowledge or the telephone oonvereation 

ot January 25 with Xr. Boal, Secretary Horgenthau hat 

asked that we try to get information with regard to freight 

ehipMnh llladt to Y.;.-.!U:vostok t'rom or by way or llanr:an11lo. 

The 8eoreta<•.T stat es that recently tive ahlpa sailed troa 

the port or New York carrying oargo destined tor Rueaia 

via Vladivostok. A sixth veesel is now loading cargo. 

A report haa been received that at Hanzan1llo the 

Russian cargo or tour ot theee veeeele will be trane­

ehipped. 

A liet or the ahlpe ie as tollowe, with the dates 

ot ea1ling and deetinationa or the veeeele -

The American veuel, 88 AKIRICAN ROBIII vb.ioh lett 

!lew York tor Vlad1voetok on the third or JanU&rT• 

The llorweg1an veeeel H. 8. G.IUIIDAL which lett 

New York tor Vladivoetok via Loa Angelee on the twenty­

third or December; tor bunkers only. 

The American veeeel 88 HARPOOII Which lett New York 

tor llanunillo on the twentieth or January; tor tranesh1pment. 

The American veeeel 88 GU~IL which lett !lew York 

tor llanZ&DJ.llo on the twenty-eighth or Deoeaber; tor 

traneeh1paent. 

The 
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The Italian vessel 88 PIETRO ORSIOLO Which 1e 

loading at present, deetined for Kanzan1llo; for trane­

eb1pment. 

26 

The American veeeel 88 BU!NAVINTURA which left New 

York on the fourth of Januarr for Kanzanillo; for trane­

ab1pment. 

You are requested to make a tull telegraphic report 

on th1a matter. 

EA:HF 

EA: LVW 

mn.L 
(FL) 
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DEPARTMENT OF STAT£ 
WASH I NG'T'ON 

J anua1'7 29, 1940. 

The Beoretarr or State preeente h1a oo~l1aente 

to tile Honorable the Beoret&rJ o! the Treae\U')", and 

enoloaea tor bia 1ntormat1on a oopr or paraphraee or 

telegru llo. 23 or Januar:r 2e to the American bba.e:r, 

Xenoo. 

-c 0 

~ "J 

..0 

<') 
.. , 

u ... ..., ~ 
• ..-
~ ~ 

Regraded Uclassified



REB 

Stcrt tary of State, 

Washington. 

30, January 26 , 3 p . m. 

GRAY 

The Rague 

Dated January 26 , 1940 

Rec 1d 3 P• m. 

ThE Government has introduced into thE St cond 

Chambtr a bill to establish a loan fund (set Commercial 

Attache ' s special rtport No . 29 , October 3 , 1939, page 

28 

6) . In addition to the two credits of 100, 000, 000 florins 

each mentionEd in that report , 116, 000, 000 florins from 

gold stock revaluation will be allocated to thE fund 

(s££ Legation's telegram llo. 29, January 25, 4 P • m. ) , 

as well as thE procttds of special taxes to bE specified 

in a bill soon to bt introduced and dir ect Treasury 

contributions as determined by the national budgets . 

Detai lEd rtport by tht next pouch . 

BEIITON 

RR 

.-

Regraded Uclassified



Regraded Uclassified



-­' 
'· . 

30 

• BUI&iu OF FOWCII AIID DOIIISTIC ~ 0 OFFICB or '1111 DIIIICIOR • 

1/26/J..O 

rroe DIRECI'Ofl 

10 

ror 

Hon . Henry llorgent.hou, Jr. 
Secr et&ry of the Treasury 

The attached notes on Economic Developments, 
dated Jsnum.-y 25, 1940, are sent to you 
at t he r equest of Mr. Noble, Under Secretary 
of CollllllCrce. 

. . 
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lORil Q! WJI !07!1 

O.J!!I;I. AA oulr olio ... la SM .. twa ot •ar tlaoul .. la uUelpoW, 
tu \loa tlaaaol., ItT .., \uea ao4 oMr\•\ora 'f'l'oeau7 '111Ua oo4 

ao3-1a\aroa\ Nul .. THo_, Mr\HJoo\aa 11M 'llaon o t tooW •UIMe\ 
aon- U t t1 .. 1Uoo, Thlo 11M ""• too111toW 'liT \llo l1q111U\J ot 
tile -.., .-rUt .,.. pr18U'11T w \lie U~llJhUoe ot •-ko, o....,...a­
•ot or -•-••• ot ·~ laT .. \•uu , u J all&a\\1., •- et 
,lute ,...,...1 .. aon-oooooUal •-1Uoo. I\ 1o r uet tllat \loa 
.... ~lliaaa\ &ort-\ara •tllat ot t 1aaootaa ... \llo ooooaalotloa et 
r.n4o 1a th 'lleaU NJ prod~aoo latlaUoe, WblM ,.jU on4 .... r \lie 
eontrollo4 •rloo o\No\IU'O, a 1e tllerotoro wlloftd \lla\ \loa 10'1-
, rued rill proboblT oooa t1n4 u ••Y1Mlllo \ o co la tor lanc•toft 
l Mil• • 

Tho tlaaaalal alhoUon ot tile ro\811 trato lo beoo-,lac o •Uor ot 
-lo& ooMon. Thlo 1o OY14eao .. bJ \lla ordor ot ooo .. bor so, 
ll3t, pJ"OT1Uac tor rotliM ot o ponloa ot U.o roa\elo te rotallora 
1lllo oro ualllo t o poJ tllolr llllla ca .. _, or •181al ..... \vaeftr, 
Tbo ro\ell 'llroaobeo _, otroo\M an u.- oouoot .. ri\b aonlel .. 
ot .. t-llllao oa4 \llo ftpplT or orn .. ·~•1-ot, oootoou-~, 
ol ootrlo111 oppUo-o, 08llrollaa, - hold atoulla, oo4 tunUuo, 
Ro\ollora Ito.,. ondooYorat to •• •ao llr oorllor oloalaa hOilro ... 
\M CloolD& or otoroo tor Mr\ola bouro or tile 4ar, ftlo ..... Ilea 
lleo11 oproo41q eo taU \loot "'' Oll ~t.orlUoa 11oft llo011 olll1 ... \o 
lo ... • 4ooroo t ho\ oorto111 o\oreo ro1o1a opoa tor t1~ boura \o 
ooo-o\a pooplo •bo wor~ 10\o boara. 

35 

Tbo ••11Y07)' of llolloohol4 0001 la BerllD 10 craotlJ llaaporM .., \rUo• 
por\a\1011 Urtlftl\1.. . Coel 4 .. l oro ,..,. rotllao to o .... u \bouol fto 
t o ••t or4oro wt\11111 o por lnd Ohortor * " \wo wou or oil)ltooo. ... ,.. 

A_NJ., \ o o ropon troa ~1o, tile t1111DI or o...Soro tor Go­
.Ulao~ or o\llor thloll .. prod••• 1o tr~aoatlT ooo41Uoll .. oa tile 
•PPlT liT tile R ... uloo. hpor\ar or oor\ala row Mtorlolo oaob aa 
raloller, ooppor , or o\llor •tela. 

~~ Tho ottoo\ or \be WV OD ill&aalao Bloolt Soo espor\o poU1o& \broal)l 
----yo\u'lllll lo ·- ItT \llo r oot tllat darl .. aoftllllnr 1gsg tllero wro ao 

Ml-a\a or P'Ola or qrleultuol 'llr-pro411oto , u4 \U\ \llo oalr Mlp­
•a\ of po\rolou JI'M•te ooool•\M <t 11 ,100 wu or aapllel\ t or 
lelclaa. Ill lloHUor lUI tloo Mi,_te or vo1• _, .. w "'" 
100,000 toaa , oo4 ,.bolOU ,1'04 .. \8 OYor f:\ 0000 \Ou, 

fte '"--" tMMoo -.polJ Ilea roooatlJ ,..... .... '""'"' 100,000,000 
troaoa • ;;rU of 'l'arlliall \ o'llaoao u4 \lie ,.,.aah ft\borlUU llano clna 
poni\a w 1.8pon r... 'l'arltwr 10,000 tou or rololao, o,cco tou or 
tl.p, ... 4,000 toea at ..,. .... oa4 aaallrM• .. tllNna. ftNI .....­
ollaaoo oro atoM .. to orr•• til• J.oaa or oenaa or4oro on4 •1U N 
.. trto1aat t o 11,•1~•• tile t.rkloll ateolla • 

..._ ot r oros..t ... o.,..nla c-roo, 
1-r ., lMO. 
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el.M\rol;r\14, a.r. . . . . 
ebl~\, a.r •. •. . 

• • 
• • 

• • • 

' 
' 

19)9 

' ' ' , zaa.25 , .._,,., , ~u 

' 
t i pol' 111, I 

' .. 11 l/4' 10 l/2' u ' u 'J/1' 12 
4,., I 5o()5 I 5o50 I 5o50 f 5o50 

do 
do 
clo 
clo 

4ol4 t 5o14 t 6.64 t 6,14 t 5olt 
f 46 I 49 ) / 4')/ 75 f 47 f 4J l/4 

l5 5/1' 14 7/1' .aa l/2' 19 'J/1' 11 J/4 
10 l/2' 11 I 15 I 14 f 1) 'J/ 4 

• t ' • 

o o o o o • • • o 1f yet 1-. 1,97 f 2,72 I )o21 t ),,, f ),62 
.WWJ.i.tljr, ••• 10 ..ukota • 'I per 1'11. • 1.5'7 ' 1,5) ' 9.01 ' 10.74 ' 10,)1 

)It wchu,t.r.•; per Td· • 4 'J/1' 4 ' /1' ''J/1' 'J/1' 5 )/1 
tiiWI'N, 1.1. ' ' per 111. •6'f/0.7 IJ/11 .• 5 'l/111·9 '104-) •w,, 

960, 4~ty rr.., a.r •• • do 1 2,10 • 2,92 • ,,10 • 2,90 • a •• , 
:AOartlo J,f, • • • • • o • • ' clo 4o49 ' 4o)l ' 6.45 t ,,, r ,,, 

4, lofoo o o o I clo I 1 5/1' 7 ) / 4' 7 , /1' 71/2 
CblLoe,I[Oo , • , , , , o t do 6,10 r ,,65 ' 7,., ' 6,07 ' 6,07 

1940 tiiWI"oa,' · ' • 
••••••••• ' clo •.; 7.01 •JI ,.61 1J/. 7.)0 ' 7.06 ' 6.14 

1940 tllturoa, Ch1oaco • •t per IlL 'I/ .10 'l/.il'll/4'J/ ,1, )/II 1,01 • 1,001/1 
and oboioe, 220-240 1lleo f f I 

•••••••••••••• J>«<' .-.•JI "·" 
liNt , ....u-. 7~1,100 ' ' 
w., •. ......... ' do 

19.)9 h.Wn&. 
19J9 t\1\o&ru, 

l9J9 tlltaro, 
.. 1ciWIC 220-250 J>OU4a, 

1.50 

6.11 ' a.u .. ,. ••• •• 75 ' 1.6) 

ill -.11\he, •1\la \1M •••r Uoo ot wool loOpe, oot\oU...S oU, bop, _. 
ue ~ .h'OII tGe IOI&r'MJ. ol eo...roe, 11001 \ope CDd oo\\ouoo4 o1.1 aro kk• 
loll 1\no\ IOW'Dell aD4 lwlc• aD4 e\eere are lroa tGe U. a. n.peno..ct ot Ap't.­
aur- o1 .&crJ.wlwn1 ,_ ...... 

-.. 

.. 
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TREASURY DEPARTMENT 

INTER OFFICE CONNUNIC~TION 

TO S.Cretar7 llorpnt.bau 

- llr. Cocbraa 

In tbe otaft ... unc ~otndq 80ruiiiC tho quooUon ot ohipooonh troa 

Bow York to Vla41Yootok Tia lloxicaa porto, partlcularl7 llaasaDillo, arooo. 

ID accor4&Doo witb tho Sacrot&r71 o l.utracUou, llr. 1hlto p.To .. a cow 

ot bio .. acr&Ddua on tbio oub,Ject and I prOJ)a'Od a 4ratt cabl-. ap­

prOTod b:r lloooro. 'llbite and Barrio, tor tbo State Dtport..,t to tranoait to 

tbo IIPPI'Oprlate C<>uular Officer ln llextco, ooeld.Jic lotor-.tlon, 

About 5 o 1clock llr. ldnoe:r tolopbonod ae that bo bad rocolnd tho 

-r&Dd= earlier lD tbo attomoon and bad preperod tbe Docoooar:r tolo­

.,... to tho Aaeric&D Conoul at Oaadalajara, 1D 'Obooo diot.rlct liaao&Dlllo 

1o ol t.D&tod. Ho bad ••t tbe cablosz- to t.bo lloxlcaa oecUoa ot tba 

Dtportaent tor lnltial!.JI«, llr, hrolo:r ct tbat -uoa bod ""t back • 

-randua to llr, Llneo;r, reporUDC that oa tbe prooodiDC <la7 llr. Joel, 

Co111l0olor of :Dobaoq at lloxtco Clt;r, bad toltopboMd in rop.rd to tbio 'f'OJ'7 

oub,loct ot trauohip.•t ot oarco brOQCI>t to llaao&nlllo 1J:r ono or two 

Aaertcaa obipo. llr. Barolo:r aokod Joal to lJITooUp.to t.bo •ttor tnrt.bor 

&Dd be, .Burolo;r, •• plaaDtnc to tolopboM Joal -1• ~oterdq, Llnoe:r 

oleo MDtiOIIOd tbat tbe 1DdiT1duJ. rtopOrtOd to be dlrOCtliiC tho ohlp.oDh 

la quooUon -• a toraer llaabllrc-Aaerlcaa LiDO ottlcial in Wow York aaaod 

Co-r. 'llboll I aoked LiTOOOT it be woul4 CiTe - a COP7 ot Barole;r1o -

..... -. be eatd that be did aot t ool tbat ho bod tblo ... tborlt;r, olDco tbe 

•ttor -• alroa4J \llldor 1DnoU.p.UoD b7 tbe Dtportaont ot State , baTlDC 

booa ro!errod to "11. L.. and 1A.II.. n -· acrood, bowe .... r , tbat tbe cabl.­

p-aa obo'llld co to~d, 41roctod to the :S.beoe:r at lloxloo Cl\7 ratbor thaD 

to tbe Cono'lll at O....<lal&Jara, !be pbroooolo17 -• to bo c~~aDCod ollcMl:r 

to tie tbo •ttor in wit.b tbo tolopbone connrootloD aboYo doocribed, 

After tba Socrotar:r opolao witb .. 'QPOD tbio IDb,loct tbio IIOl'lllllf: 1 

aallod Linoe:r at 9•45. At tar ae be mow, tho cabl ocroa bad coM out. 

I recited a:r nndnot&DdiDC of tbe dhatloD &Dd be oootlraod tho taote •• 

abo .... outUDOd, Ho oat4 tbat ho bad eo• AOtbJ..D& 80U OD tho COlO tiDcO 

our coDTOroaUon laet nlcllt, bDt would bear 1D Iliad our 1Dtoroet 1D tho 

•nor, it &DTtbiDC further - to bit att&DUOA. I baYo ct.,..,. llr. 'llbito'o 

,....,....,d,.., t ocothor with a oop7 ot a:r 4ratt oablosraa. to At~ht&Dt 

Socrotar;r Gaetn aad JaTo told h1JI ot tho S.OUtar:r•o doolro that lD­

oti'QIIUODo be elY• to \ho appropriate autborlt:r ia Wow York toda;r, pr.­

Oli&Obl:r tho Collector cr a Cuatoao Apnt, with tho Tiow to tlDd!.JI« out 

t roa tho appropriate obipplrac cOII!l)alllot 1D Wow York, or b:r wi,.looo troa 

t.b• to tho aatero of tholr .,..oool o, Jut wbat t&koo place at Maao&Dlllo, 

aDd &D7 other <lata with ro,.poot t o tbo oarcooo u4 thoir uoUaaUOD. 
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PAJ\APJIIIA.B or m·lt!!l•• RKOKinD 

I'ROX: Aaer1can Eabaee:r, Parle, Prance 

DATil Januar:r 25, 19~, 9 p.a. 
RJ:OJ:IVID: Januar:r 28, 1940, 4130 p.a. 

NO, I 126 

!he following 1a personal t or the Secretary of the 

Treaaur:r: 

'Dear Henr:r: 

I haTe Juet had dinner with P . LaTen. He gaTe a 

tull a ccount of h1e negot1at1one t o ae . I want to tell 

:rou that bee1de :rour D&llle I haTe placed f1Te gold a tare. 

I extend to you =:r thanks, beet v1ehee and congratulat1one. 

BULLIT'l'. 

• : 

, .. .... . ... • 

EA:LW 
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DEPARTMENT OF STATE 

WASHINGTON 

J anuary 27, 1940. 

The Seoretary or State present e his compliments 

to the Honorable t he Seoretary or the Treasurr, and 

encloeee one copy or paraphrase or telegram Ro. 126 

or Januarr 26, 1940 (received January 26, 1940, 4:30 p.m.) 

from the Amerioan Ellbaesy, Paris. 

~ ' 
'" 
-!:::.· ~ 
-.....!. 

X, "' - ~ 
(U - -

t 
• ..,. -
~ .. 

"' -- .... _, -------.. 
~ " =.- ; 

--
0 '"-? 

~ 
-~ -· a ., 
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llr. Oo.UU 

SftiO!l.T COJIJ'IDIII!W JOa lat!DII noM ftl SJCUr.UT 07 !'D !IIUUlT. 

httorrbc w .,_ oa)lepsa h. 123 ol ~ 25, 6 P·•· aa4 \e nr 
a~'• ceaY••U• 1oJ w~. 1 eeatu. u.t u 1e -:~ a..s.r. u.t tu ca)lopsaa fticll ,_ •• 4 \ o .. at Ill ; 1quu M l 1JaUe4 \o t1-l.al, .. ,..tu'T aa4 emllulce ma\ttro. 

'11111• \ be htt14ta\ baa 4 .. 1.,...\H .. \o tern •• lllt ll.ai"a oltlctr 
YUII tho "'-rlcu OoY...-a\&1 c.-uao u \&U ttlle4 to baYt coa\act 11'llh 
for tlp l"'l'•ba•1Jac -luloaa, r-ah of foretca Clewzu•h c~ aa!Hou, otratectc atorl.alt aa4 ....,. o\loer athro a a art 4eaU 11'1\~ 'loJ 
U..ll' ~oalou 111 tile U.l\ M. Std .. .UD14 M .u.1Ut4 to \ bt loatrlcaa 
Gon..,._kl ec-utee )7 \llco• oottoht1oao. I 4o aot uall'e tlla\ 7"1' \&all: 
ol reponlq \oM oa htao~ tl-t, OVI'IM7 aa4 •xdouce loe o...,.oM. wllll ucoUaU•• ol \lit \7Pf 111Yoln 4 1Ja ,-ar oaUopsa aa4n aclalotwl ...... at . U 1a preture4 Uoa\ ~ 4&\teo ,_ port - la Wa loatter --ua loe 
wol tl7 \lloae o.sa1pe4 \o 7W loJ tM """'•..a.r aa4 \!Ia\ ~ reporh \loer­bt r-111'94 '117 \be Dtpt.naaat ot Sktt tr .. \be J.allaaaa4or 111 tile -. ... 1 coar••· ' 

• 
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(Siguc<l) H. Morg~ntl1au, Jr . 

... ......,. af ... lrl I I • 

8aal-· lr ..... , ......... '- -
tslil' ................ . 

•·= rM• 
..... UZIIU, ._, ... ,., ..... ......... .. .. 

Regraded Uclassified



..... 

... lllllfr .............. . ..... ...... 
liiiUeo .................. 

I ..... 
u.u-

au.•• 711 .. J, 11eel11'11 ... ll I I ......... 
.. IIUl .. , ....... ...... ..... , ...... _ ........ 
_.,.._ ... ,_ ... UJlJIIu-. ....... 

lu.U • 

45 

..................... ....... ,.._ ............ ..... 

.................... tal 

la.U • 

.................. a. .............. , ............ . 

Ia *· 
...... u ............................... 1 9 

-. .. Mnet lt .. •· IIIIU •• Ill u, ..... • .......... ...... 
.... -.. -.;,r uoa,. .... •~.,_ .. , 1' u•w ... •· ,..a. • •.•.... _ ........... ~_ ,.. .. , ..... ,... 
Ia I I 1· 

............................. u ......... ............. 
ww.a.. ...... _ ......................... . .......... 
... 

9 

r· I ... ,_ U1R u a -~--r tiii'Mt••lllloou 

Regraded Uclassified



.......... 
LLift ,.,&e pet'• W1J 2 s I I ... •• .. 
LLift 

-.......... . 
Mle • I ... at,__. .. eeuut ._, • •· IIIUI .. _.. .. 
_. ..... •· Ml, tl e sse ._,, •""",. .. ..., ......... 

41) 

.. 
LLift .. .................... ~aut ............. _ .... ".., ............ ..... .. I JIP,__ lt'e ~ I.e* tl sur'S II•• II•· 
LLih .. I ._,, ..... -._.aut 11& ...... eilll JW )I' sus: .. ........ -. .. tao, ..... I eMU faUW ... ~.-. 
LLht M I .. , U 1e • lt1e • I -·· .. L4 P t• aut lt'e -r 2 s iii II .... 
.. '"· ..... .All .............. u-. • - ..... 
... .~.. ftllslll ..... 

.. .... •• .u. ..... 
LLift .._,... 

• Jql"• .a... 
Lll.ht .. • 

It _ _.._, IIW 11_.._.,_-uu•_....a..._,,...., 
LLht ... at,..,... wSOII.& sua • n ....... s.c. a,. ...... .. .... ..... 
Llloht .IIII·U'e ... ...._, 

.. ,., ..... .... .... " .... -. ...... ,.. ........ Cl ..... ,, 

.. -...-.... '11111 ... 

LLhu .. ~ .... 
..... .u.-. •••Pes ...... ..... 

Regraded Uclassified



•· 'r I a 

._._.,_~ .. ,....,. .. ,.,., 
3 

• ="a 

., w....a • ..-. 

,.. w •1111-.::~,. ....... _-- --=a• .. _ .... 
..... ..._. ...... ...,. ..... - .. walw...as.. 

...... .. • p'- ... 
7 

1 ........ "' "'......... 1 ...... 
• ler ,.. 3 at , ... _ ...... au • '*' .. ,_.. -''..._ 
......... ~. .... It S. Tlllr .._.. ... I' I ... f/6 .. Sp .IJJITI-P -·· ~~--·· .......... -......... "' ......... .._ .... 
---- ..... *-U .. JllfJdttel .... -·" ... 

2 1-----
............................. .,.. ... f/6. J ,, ..... 

• lrtU. "-ialo _, J Mil R sa -"-'lie ........ ela 

...,uat&ae f/6 -- .......... -s...... " .. ,..., ......... .., 
-·" ,_ ,..,_ Ia ... ~ ..... •lel, ...... -·· 7 .. 
,_- .. Jltk• Ia ..... f/6- •• ,.,. ..... , ...,. ........ -

'lle_twM_,tM.pl 7 f/6 .... ,._.._., etrla -~-.• 

Regraded Uclassified



PANPIIIIAU OJ m JGIAV SD! 

!01 Aaer1oan bbaeey, Par1e, France 

DAHl JanQI'Y 26, 1940, 6 p.a. -
!he following 11 etriotly coftf1deftt1&1 for Katth .... 

Jroa Secretary Xorgenthau. 

48 

I refer to telegram of JanU&1'7 2&, lo. 12~ troa the 

Embaaay, and to .,- telephofte ooftTereat1oft With you today, 

I ooftf1ra that It 11 .,- wla.h that you 11&1 t to f1D&Jio1&1, 

aonetary and exchange aattere the telegrue which :rou .. nd 

t o ae. 

Jithough I haTe beeft dee1gn&ted b:r the Pree1dent to ..-
III'TI ae hie l1&1eoft officer with the Aaer1oan GoTernaent&l 

Coaa1ttee wh1oh hal been eetabl1ehed to haTe oofttaot with 

the purohaeing ooaa.1ee1ofte of fore1sn goTel'ftaeftte, thoee 

coaa1ea1one ahould ~uba1t to the Aaer1oan OoTel'ftaefttal 

Coaaittee requeete of fore1ga goTel'ftaente with regard t o 

aun1t1one, etrateg1o aater1&le &ftd euoh other aattere ae 

t hoee ooaa1ee1one deal With 1ft the Uft1ted Statee. I do not 

want :rour reporte to ae Oft rreftoh finance, ourreno:r &ftd 

exchange to be oofttueed with -ttere perta1ft1ng to the 

t:rpe of ftegot1at1ofte 1DTolTed 1A the telegraa referred to 

aboTe. Anything wbioh :rou -.:r do 1ft the latter regard 

1 t 1a preferred that 1 t be done eolll;r Oft 1netruot10ft fl'oa 

the Aabueador, &ftd that the ueu&l oour11 be followed 1Jl 

euba1 tti.ng to the Departaent of l"de an:r report• thereon. troa 

the Aabaeeador. BULL 
(rL) 
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PARAPHR.t.SJ: OF TELI!<JIW( RIOIIVED 

FROM: J.aerican Eabaeer, London, England. 

Dl.'l'E: January 26, 19-'0, 8 p.a. 

NO.: 171 

49 

The following is strictly confidential tor Xr. Butter­

worth. 

Froa Secretary Morgenthau. 

I haYe been designated b7 the President to serve as 

his 11a1son ott1cer with the J.aerioan Oonr~ntal Ooll­

mittee which has been established to haYs contact with 

the Purchasing Commieeione ot foreign OoYernaents sent to 

this country tor the purpose ot purchasing munitions, 

strategic materials, and eo on. It is my wish that foreign 

OoYsrnments should submit their requests on such matters 

ae their commissions deal with in tbe United States to 

t he American OoYernaental Committee through those oommieeione. 

I do not vant your reports to me on British t1nanoe, ourrenor 

a nd exchange to be contused with aattere vh1ch those purohae­

ing oo-ieeione v111 handle. .ln7th1ng vh1oh rou ~ do 

in the latter regard it is preferred that it be done aolelr 

on instruction from the ottioer vho is in charge ot the 

Eabaeer, and that the usual course be tolloved in suba1tting 

t o the Department ot State anr reports thereon troa the 

Eabaur. 

HULL 
( rL) 
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DEPARTMENT OF STATE 

WASHINGTON 

Janu~ry ~0. 1940 

My dear Xr. Seoretarr: 

I thank rou ror Jour letter or Januar.r 26 

enclosing a transcript or JOur conYereation with 

Mr. Matthews at Paris, and baYe &lao noted Jour 

instructions to Mr. Matthews and Mr. Butterworth 

on this subjeot, paraphrases or which I enclose 

hereWith. 

SinoerelJ roure, 

Enoloeurss: 

Paraphra.ee, lfo. 60 or 
J anuar.r 26 to Par1e 

Paraphra.se, Ho, 171 or 
Januar.r 26 to London 

The Honorable 

Benr.r Xorgenthau, Jr., 

Secretary o! the Treasury. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 
January 26, 191.0 

).I&!OI!ANDI.1Y FOR THE SECRETARI 

While in Buffalo yesterday I had a conversation with lolr . Clarence !!. Brobst, 
Assistant Vice President of the !Iarine Trust Company of Buffalo, who is trying 
to dispose of the Pierce-Arrow plant at Buffalo. 

':l!e plant consiste of 44 acres of lant and 15 major buildi.ngs containing 
1, 346, 285 squa.ro foot of fioor space. Of tho 44 acres of land 20 are vacant and 
available for parking or any .fUture construction development . 

'!he bull<linea a re of solid -construction, capable of housing the heaviest kind ot 
:-.ac!linery. '!hey are built of fireproof materials throughout and are completely 
equipped with tire sprinldinl! systems. '!here is a great variation in the desirn 
and lsyout of t ho buil<iings . Lo!lf, stretches of fioor space penllit of straight­
line production and assembly, and specious areas make possible large machine-group 
operations. '!he buildinrs are particularly well lir,hted and have ample truck and 
earloadi no facilities . 

'!he plant is served by !lew York Central s1d111fs, and service between the property 
and other points of the Bui'falo metropolitan area can be had by using the !:ew York 
Central Bolt Line . The buildines are completely equipped with and served by 
underground conduito for electricity; pipe linea for water, sewer, and gas; and 
special hir:h- pr esaure fire lines. 

1hero is a ""'rtgage of 5900,000 on this property, : 450 ,000 of which is held by 
t.!,e l arina Trust O>::tpany of Buffalo, and b/.50 ,000 by the Federal Reserve Bank. 
There are outet.nding, in addition, ~250 ,000 for beck taxes . '!be buildi.nts are 
pncticall,y empt¥, ..!11 ~nt havin~n sold . Land and build1.ngs have an 
assessed valuation of t~,ooo. At pres.lii£'thare are a few tenants with leases 
revokable on 30 days' notice . 

:.:r. Brobst informed me that they are desirous of disposing of this property by 
sale, but tint they 'IIOuld be equall,y interested in leasing the property at a rate 
which would cover taxes and oaintenance expenses . He .fUrther stated that he would 
be vexy happy to go into this more in detoil should it appear that a sufficient 
interest concomina sud! a lease should materialize. l'lhile he was not in a posi­
tion to quote n rate per foot, he did say that a rental of ~t.O per 1000 square 
feet he thought would appro:dmately cover taxes . The property i s -..ell located, and 
from a cursoxy examination of the buildi!lf,s, they appea.r in very good condition, 

If it is desired, .fUrther detoils concerning tho size and f loor space of each o! 
the buildil\!ls are available and can be furnished. · 
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GROUP IIBB'l'IJIO J'&DU&r7 26, 19<10. 
91:10 a . m. 

Present a 

Thompaonz 

H. lo!. Jrt 

Thompaon t 

H.M. Jrz 

Bell : 

H. M.Jrt 

Belli 

llr. Haaa 
llr . Sohwarz 
llr. Oo chran 
lfr. Sullivan 
llr. 'l'bompaon 
Jlr. Cotton 
llr. Harr1a 
Mr. Gaston 
llr. Bell 
Mr. Foley 
llr. White 
lira notz 

llr. 'lhompa on T 

'l'be Treasury appropr1at1o.n bill passed the 
House yesterday w1tbout a change. 

Yeat 

And also the deficiency bill for the Bureau 
of Internal Revenue tax refund. 

That is all right. 

Dant 

You have a letter from Jerome Frank (January 
23, 1940) saying 1n connection with the study 
of llfe insurance co111paniea they have found 
that the 1neurance commiaaioners of the States 
are making ex•wdn•tiona of insurance companies 
outside ot the States, charging for them, and 
ao111a or the examination fees are being remitted 
back, apparently, to the executives of the 
companies. '!hey want to ~e an n:e•1nat1on 
or that and 1n conjunction with some help they 
can get from the Treasury, the Attorney General 
and the Post Office. Wouldn't that be a matter 
llr. Gaston should handlat They want to dedgnata 
a rapraaentative of the Treasury to diacuaa it 
with llr. Geasell, apac!al counael for the Oom­
~a1on. Shouldn't lfr. Gaston be designated! 

I llhouldn1 t think it would be Gaaton. 

I aboul4 th1Dk 1t .,uld be S.cret Serrlce or 
· Intelligence. 

53 
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H. lJ.Jr: 

Bell: 

Foley : 

Bell: 

Poley: 

Bell: 

H. l!.Jr: 

Foley: 

R, M,Jr: 

Bell: 

B.~.Jr: 

Vlh1te : 

White: 

R. lt.Jrt 

White: 

- 2 -

Oh, 1a it? 

I should think so. 

'lba t 1s the TNEC thing. I should thi nk 
Joe 0 1 C6nnell should handle it for the 
'l'reasury. 

Well , it 1s a matter of investigation. 

It is f i rst a matter or finding out what 
the,- want . He is asking somebod7 to con1'er 
with Gessell , isn't het 

Yes . 

Would that fall to O'Connellt 

Yes . That is an outgrowth of the insurance 
hearing O'Connell i s conducting down on the 
Hill. 

Tha t takes care or that . 

Bell and I talked over this morning and we 
decided we were going to postpone the TVA 
until after the 15th of March, until after 
Congress gets througn with i t , so we will 
just let it ride. They don't need any mone,- , 
anywa,- . So we think we will just wait. Rightt 

O. K. 

Harry? 

Here ia the report on those speoial accounts . 

Wi l l ,-ou be read,-, Harry, to work with me 
sometime this morning on thie little talk I 
am going t o gi vef 

Yea. 

Could ,-ou be readyt 

Yea. 
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a. 11.. Jr: 

l\h1te : 

H. lo!. Jr: 

Vohite 1 

H.J,I. Jr: 

Voh1t e : 

H.V.Jr: 

'l'lhito: 

H. !'t. Jr: 

Harris: 

B. K. Jr: 

Barrie: 

H.I!. Jr: 

Harr1aa 

H. l! . Jr: 

Barrie : 

- :5 -

Well , i t will bo sometime between 10:15 and 
10:30 . I wi l l telephone you. 

All right. 

Japan, the treaty having been ended, I take it 
it ia clear that any additional duti es will 
not apply until the Preaident makes a finding 
of diacr1m1natory practices, so they are getting 
the same benefits as before and even after be 
does , under the moat favored nation agreement , 
I tb1nk they will ·get only two percent of their 
exports to ua, so that aepeot will be negligible, 
but - their silk prices have dropped very sharply 
and Japan 1s 1n conaiderable trouble. li"e w1ll 
have a memo on that . 

I don't know a thing about it . 

V/e will have a report on it . 

I don't know a thing about it. 

They have been in very great trouble thie year. 

Anything else? 

That is all. 

Baeil! 

Nott)ing. 

Anything new on thos e Red Cross euppliest 

No , I didn't call b1m back. I was pretty well 
taken up yesterday afternoon. 

Could you do it today? 

I wi ll do i t this morning. 

What do you suppose those boats that chartered 
to Russia stopped at Mexico fort 

I don ' t know. I got that report Wben I was 
over 1n the other office yeeterday. I got that 

Regraded Uclassified



H. M. Jr: 

Barrie : 

B. M. Jr: 

Harris 1 

H .~.Jr : 

Barrie : 

H. M. Jr: 

Harris : 

H. L! . Jr: 

Harris : 

Cochran : 

H. !Jf. Jr: 

Cochran: 

H, I! , Jr: 

- 4 -

to look into . 'lbere must be some d1reGt 
line from Manzan1llo to Vladivostok. 

Kay I suggest tba t the State Department get 
otf a cable for us to that American Con8Ul. 

Yes . 

I wish you 'II'Ould do tba t thie morning and aek 
him wha t these four boats stopped there for, 
what business they traneaGted, 

Get a full report on thatT 

'lbroui?Jl the American Consul. 

Yes. It i s a very strange movement. I was 
surprised when I heard it. 

It you would ask the State Department to get 
us off a cable. If you will explain to Merle 
what it is all about , he will take care of it. 

Fine. 

There a re six boats that have left from New 
York - Harry dug this stuff up - to go t.o 
Russia with sturr and four or them stopped 
at Manzanil l o and I just wondered what --

And trana-ahipped the cargo. 

Yea. 

Do we know the flag - 'If hat na t1 onali ty they 
we ref 

He gave the names of the boats. If you can 
get the memorandum fr0111 Harry, then ask t he 
State Department for that , 

Oh, tbe:r can get that , sure , 

Especially it you tell them we will pay for 
i t . I mean the cable. 

GeorgeT 
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flaas : 

f . :.!. Jr: 

White : 

Haas : 

~.bite : 

P. . K.Jr: 

Haas: 

Haas : 

H. t.: . Jr: 

Haas: 

H,lo!,Jr: 

Schwarz : 

B. lf. Jr: 

- 5 -

Here is the regular thing (handing report to 
Secretary). I noticed the Canadians are 
selling wheat to Russia. 

They are? 

Have they sold i t or - t hat is the big fight, 
isn't it? I mean, they have contracted to 
sell it, George, but they are stopping it. 

That is right , they have tried to atop i t . 

canada has a bill before the legislature now 
and they wanted it passed before the wheat 
leaves its shores, It started a very big 
fight in Cabinet and it almost ended up i n 
a reelection. 

George, I don't know •·hether Jewett is the 
man or not , but I want to know how many people 
are employed each month in the principal air­
craft factories and aircraft engine factories, 
for 1 39 , 1 38 and 1 37 , by companies . The prin­
cipal ones. Maybe you can get it. 

Yes , sir. 

You can start rlth Lubin. Maybe he has it, 
I would like it by Monday if I could. 

I will s ee i f I can get that. 

V~ybe you can give me a little cha.rt for 
each compan:v. And then will :vou do the same, 
George, on Lycoaing that you did on Continent al 
Motors? I t is Muskegon. They are just sup­
posed to have sold their plant in Detroit lact 
week. Anything else, George? 

That is all I have, 

Chick! 

Randy Burgess• speech last night - it appears 
that we might well a ccelerate our defensive 
material. It looks like it is rolling up. 

Yes. 
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Bell : 

H.!t. Jr: 

Pell : 

H. tt . Jr: 

Schwarz 1 

H. !l . Jr: 

White : 

P. . M. Jr: 

Schwarz : 

fl . M. Jr: 

Cotton : 

Cotton: 

H.M. Jr: 

Cotton: 

H. lf . Jr: 

Cochran: 

H. II . Jr: 

- 6 -

I see he suggested we have bankers on the 
Federal Reserve Board. 

I would like to see a copy of Burgess' speech. 

I am going to r.rite and ask him for one. 

'Ihe thing that interested me was that he was 
t alking about the gol d and he thought there 
ought to be more control by the Federal Reserve . 
I "ould like to see his speech. 

Well, we will get one today. 

And uould you get me that clipping, please? 
I think that i f Harry could a ccelera t e the 
gold s tuft' --

I will concentrate on it. 

Anything else, Chick? 

No. 

Joe? 

58 

Will t~e have a moment to talk about this Colombian 
thing t his mo~ing? 

Yes. I will have to see how I get along. I 
will put you down. Are you going to be in the 
bu1ldint; t hia morning? 

Viell , there is supposed 
Bank at 10: 00 o ' clock. 
in hal f an hour. 

to be a meetin6 of the 
I t ought to be th r ough 

When you come back after that , check with McKay, 
will yout 

All right . 

I have writ ten it down. 

I have no t hi.ng , s i r . 

Edt 
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Foley: 

H. V. Jr: 

Poley: 

H. M, Jr: 

Poley : 

Foley: 

H.lo! . Jr: 

Poley: 

- 7 -

Nothing. 

Dan tell a me tba t you got the fire t polite 
cable from the Bank of America crowd (Janu-
ary 25, 1940) and that you now think that 
they are going to cane 1n to the hearing. 

Well, Oleeter Lane said that J1111 Treanor 
talked with the Traneamerica people out on 
the Coae t on Monday or Tueeda7 1n connect ion 
with the d1etributi on of the bank stock and 
said that he thought they would have to make 
an exposure of the Comptroller' a hearing be­
fore tbn t stock could be sold and CUshing was 
there and CUshing said tbat he thou@lt that 
was right and he wou ld like to have a few days 
to see what kind or language be could ..-ork out 
and subat1 t to them, so then he asked if they 
were going to cane into the beari ng and Ferari, 
the gene ral co\Ulsel for the Bank, said no, they 
wouldn't want to cane in, it was illegal and 
unconstitutional and everything else, but 
CUshing said he thought they might cane 1n ao 
they are at least getting sage a dvice instead 
of emotional advice. 

Well , I am terrif1call'1 busy today, so I d on 't 
think I will be able to s1 t down w1 th you and 
Dan until Monda y . I hear Crowley 1a out of 
town anyway. 

That is all r i ght with me. 

I mean, Crovtley - if we decided anything today 
Crowl ey wouldn't be here anyway. 

He 1s out in Wisconsin and won't be back until 
th&' £irs t of the week . 

Well , nothing could happen until .he comes back , 
could 1tf 

Th.e.t 1s right. l'le have got a program any time 
70u want to look a t it, 

I would have to change my whole day. 

Sure. I woulnn' t want :rou to do that , 
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J\let ae long as they are not waiting on ua. 

Well, we are r~ady. 

Well, I say, I would have to rearrange mJ 
wnole day. All rightt 

O. K. 

O. K. 

Herbert! 

I have a letter delivered by hand laet night 
(January 25) from the Aeronautic& Authority 
eubmitting a draft of a letter in wn!Ch varioue 
Government departments tell the Preeident tbat 
the Coast Guard and the Navy jointly should 
establish station ahipa 1n the Atlantic, tem­
porarily, to furnish weather reporte , '!his 1a 
in epite of the fa ct tha~ we have told everybody 
concerned repeatedly that we could not fllmiah 
any ahips but we would be willing to furnish 
officers and men. So I propose to repeat that 
to him in a letter. They are calling a meeting 
for Monday on ~e thing. I don't know whether 
we want to I!P to the meeting or not. That 1a 
the object or the meeting. 

'lha t ie up to you. Anything elaef 

I haven't anything else. 

Here 1e a telegram rrom NiCholson 1n Shanghai · 
(January 23) whiCh doesn 't JUke eense to 11111. It 
is an investigative matter. I would only be in­
terested 1:r the man he meotioned 1n this thing 
is coming to the United States. I think we will 
have to cable back. It this fellow 1a coming to 
the United States, then I would be interested, 
but unless he is coming to the United States -
it he is coming to the United Statea, then I 
would turn it over to J , Edgar Hoover. 

When I got that, Mr. Secretary, I d1dn 1 t know 
wnether you. knew a117th1ng about it and I aaked 
it to be retumed, becauae I •• I!Plns to take 

so 
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it to Mr. Gaston and Mr. Thompson to see i f 
they h1l ve made any inquiry. · 

If this man i s coming to the United States , 
then I think YTe 5hould advise J . Edgar Hoover 
that he is coming and he can Lake care of him. 

Yes. He says he is sending a photograph of 
the ~n and I 5uppose he wil l advi se us . 

But he doesn't say he is coming to this country. 

Ec says he expects t o be aent to the United 
States and I assune that he will l e t us kno-r; 
i f he does come and I suppose Vle bad better 
ask him to l et us know. 

Bet ter ask him. Can I forget a bout h im? 

Y(ts , sir . 

If he i s coming, I will bo just curious to know. 

Yes. 

Anybody e l se? 

~ay I ask a ques t ion? 

Sure . 

Tnis airc~ft chanbe r o f comoerco or y;bQ tever 
it is called mi;::ht not f urnish this information 
a t a request fran me but if they knew you wanted 
it , they probably would s ive me everythinc they 
have . Do you have any objection i f I have to 
use that? 

No. Not everybody belongs to that. I unders t and 
Glenn l!artin doesn' t belong to that group, but 
I thought - no , that is all right , you can use 
my na:ne , sure . 

I will try Lubin first . 

He might have it. He mi s)lt be following that 
industry . Tel l Lubin .. hat we want and ho-r; would 
he get it . 

61 

Regraded Uclassified



Baas 1 

Belli 

Bell: 

Bell: 

H.M. J r: 

White: 

Baas: 

- 10 -

Did an7body ever uae th11 C.ntral Stat1etical 
Board tor ~bing' 

'1'he7 are 1n the Budget now. I don 1 t know juet -
e1nce that trane ter juet how it 1a tunot1on1ng. 

'l'he7 are only a coordinating ageno7. 

Well, now --

Tbe7 don't t'urniah statht1oe ot an7 k1Dd. 

Do you ever 1'Wl up against thelllt 

No, not ver,. much. 

Do you, Harr,.t 

No. Once in four y ears - we got the bulletin 
out which they went over. 'l'he7 didn't know 
much about that. I think they are more concerned 
w1 th the domestic field, 

It 1a coordinating, as Dan eaye, When somebody 
gete 1n the two department• - when two depart ­
mente each want to put out the eame t7P" ot 
etat1etics, the7 have to go to the c.ntral 
Stat1et1cal Board laborator,.. 
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TREASURY DEPARTMENT 

INn:llll OFFK:a COMMUNICATION 

TO S.oretuy Mor&enthan 

I"RRW Mr. Ooohran c Q 1\] F A D E 
.. I NTIAL 

!l'ho foreign oxc~ JD&rkot continued ita dull t one with onlT a olicht UptJ>­

s!on in r~ported volume of sterling trnnoaotions. Prior to the New York opening, 
the rate tor sterling nh!bi ted oomo tiri!IDOII in tho .Aiootordam marllllt, rioilll: to 

Ql!.-718. 111 New York, otorllng oponod at 3.98-3/4 and ahort]J' thereafter mond 
to 3·98-3/S on ooDI nall selling. It fluctuated vi thin a narrow ronco for 

tho rut of tho day and. cloaed at 3·98-1/2. 

Salu of opot otorling b)' tho four report!~ balllto and tbe .Federal Eeoorn 
of Yow York totaled ~14,000, !ro2 tho following aourcaot 

By co==-rci&l cone•rn•· ············· · •••••••········· ·• 42,000 
B:r !oroi~ b&nka (Europe and South A:er1ca) •...••••••• , 122,000 
B:r i'edoral Eeoorvo Bank of Nov York (tor Yugoall'.vi.a) .. , 501000 

Total,.,, 214,000 

Purchaooo of opot oterling amounted to ~81,000 , aa indie&ted 'below: 

By commercial concerns •• •••• •• •••.•••••••.•..••••• . •••• 164,000 
B:r torei£0 banko (Far hot, Europe and South Ameri ca),, 117,000 

Total, •• , 251,000 

!l'ho following reporting banlco sold cotton billa totaling .06,000 to tho 
t!oh Control on tho bash of th.o official r ate of 4.02-1/2. 

' 21,000 b)' the Bank of Mallha t ~ 
20,000 b;r the !Ia tiona! Ci t;r Balik 
19,000 b;r tho Ouarant;r !ruot 06, 

6,000 b;r tho Cbaoo ~tionsl Bank 
' 66,000 ~otal 

Tbo quototiono for one-month and throo-montho f orward sterling ho.n I.Joprovld 
•tot>dilT in tho \e.et tow da,ro ODd aro currontl:r quoted at 11/16 conto diacount 
(2-t/1~ per annum) and 3-3/8 cents diacount (J-3/~ per annum) roepectivel;r. 

~~ cnildor vao unable to mai.ntain tho level of .5315 to which it recovered in 
Ne" York :reotord~. 'l'bo quotl'.tlon in Amoterdam thh mornin& declined to · 5311..-1/4, 
then ClU ed further in the !few York ma.rlcot to · 5310 juot after the openin& here. It 
rema.ined otaad;r tor the balance of the da,y o.nd oloood a t ·5309-l/2. 
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~ o\her illpor\allt cnu'ftDCieo clooM a o foUovoa 

JnDCh !ranee 
Swiaa franca 
BeJ.caa 
Caaa41an !ollera 

·0':9:5-7/S 
.22112-1/2 
.1692 
1~ !hoount 

64 

Wa purcbaoed \he !ollovlng &mOUnto of sold fro• tho earmarked &ccounto of 
in!io&to!a 

$10,000,000 fro• tho 'llatlonal BeDk of Switoer~ 
from tho Bank of Mexico 
!lotal 

!rho !'Moral Rooor'To BoDle of !lev Tarle raportM that \ha lcporial Benlt of 
Toronto, vaa ohlpplng $56,000 in sold to tho Benlt of Monhat\all, • .., Tarle, 

oalo to tho 11. s. Aea&T Ofttca. 

!bo Lon4on tixlns pr1cea for ailnr varo 21-15/16! for ~t dolln17 &D4 
7/64 for forwar! daliney. The b•proToll8nt of 1/64 1D each eue wao &Uri­

t o o;:~&U IJ>dJ.an banDS• !be 11. s. aquhalonto ware 39·31¥ &Dd 39.071 

A Nev York bank reported that the ailTor &Dd c~mmodit7 ..rteto 1n Bomb&T ware 
t~ in oy:patbf with renewed reproaentationa b7 Mr. Gandhi !or Indian in-

Han~ and Ba.rmen1 o and tho TroaturT'• prieoa tor foreign o11Tar wore unchansod 
at 3'4-3/~ &D4 35~ reopoetinlT. 

We made four purch&aoo of ollYor tot&lln& 200,000 ODDcea under tho SilTor Pur­
cheoo Act, a ll of which woo nrnr production tro• foro1sn eountriea, tor forw&r! 
doUnry. 

CO NFIDENTIAL 
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65 
TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

OATilJ&ni.IAr7 26, 194<1 

Seoretar,-~~tbau 

Mr. Haa~ ' 

Wheat export ealee and other aarket data from the 
Federal Surplus Coamoditiee Corporation. 

Bales of Manitoba wheat t o the Continent were eeti­
uted at around 250 , 000 to 300,000 buehela. 

Following the aign1ng or a oo .. eroial treat7 laet 
week between France and Spain, two eh1pe loaded 
with 16,000 tone of wheat are expected at Barcelona 
at onoe, and three 8pan1eh eh1pe b&Ye ealled for 
Moroooo t o bring back wheat. 

Jan. 16: Rueeia vas reported making i nquiries for eeYeral 
aillion buehele or Manitoba wheat on the Pacific 
Coast . Noraall7 Rueeia oomee into the aarket for 
supplies for ita ara1 in Siberia at this eeaeon , 

Jan. 17: 

ae the gra1n oan be eeoured abroad to better advan­
tage than it can be ehlpped fro• the western part 
of Rueeia. Export bueineee vae oontiraed on 200,000 
buehele of Manitoba wheat t o Norwa7 and about 200,000 
in other directions . 

The Department of Coaaeroe eaid t oda7 that thouaande 
of bales or cotton are •-it1ng export to Europe , 
and are aoouaulat1ng on pier• and in varehoueee 
because of a ehortage of cargo ehlpe. Porte partic­
ularl7 affected are GalYeeton and Houston, Texae. 
In the paet about one third of the cotton exports 
-• ehlpped in veeeels oarr7ing the .&aerioan tl&«. 
Thie epaoe 1e not nov aYa1lable , since the Neutral1t7 
Aot bare .&aerican ehlps fro• the war zones. Also 
fever foreign-flag ehips are aya1lable nov to carr7 
cotton. 

It wae reported that Japan recentl7 bought 7,500,000 
buehele of Australian wheat; the price vas reported 
to be three ehillinge per bushel . Th1e wheat auet 
all be transported in Japanese Yeteele . The 
Australian Vbeat Board ie aleo working on additional 
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seoret&r7 Morgentbau - 2 

aa1ea to other oountriea. AustrAlia hal now diepoaed 

ot 80,500,000 buehala ot th1a 7ear'a aurplua . !h1a 

inoludea 56,000,000 buahele to England, plua the 

equ1Ya1ent ot 7,000,000 buehele ot tlour. Other tor­

aign oountriea haYe taken 17,500,000 buehele, lea•­

ing a eurplua ot Auetralian wheat ot about 40,000,000 

buehela. 

It waa reported that tour oargoee, about 1,000,000 

buehela, ot Kanitobaa had bean eold to Ruaa1a tor 

eh1paent to VladiYoatok. Sweden waa &leo in the aar­

kat tor an unknown aaount ot aaokad wheat, belieYed 

to be tor i.madiate eh1paent to Finland. About 

75,000 buahele or United Statee wheat in atore at 

Antwerp were reported aold to dealere in that oity. 

Jan. 18: Export ealea ot Canadian wheat were reported at 

500,000 to 750,000 bushel•. Finland wae in the aar­

ket tor 400,000 buahela or Canadian rye and 5 ,600,000 

pounds or rolled oats. Spain wae reported ae a biQ'er 

or Jugoela•ian and Argentine wheat, and Bpanieh i .aport 

requireaenta were e etiaated at about 36,000,000 buah­

ele. 

Conriraation wae obtained on the aale or three oar­

goee ot United Btatea oorn to the United ~1ngdoa and 

one cargo to Scand1naY1a, bringing totAl aalee to 

about 1,200,000 buehela. 

Jan. 19: Export ea1ea or Canadian wheat are eet1aated at 

200,000 buahele in ecattered l ote . The United ~ingdoa 

aleo took 150,000 bushels or Canadian oate. 

Sales or United State• oorn yesterday and tod&7 to 

the United ~ingdoa and Denaark totaled about 1,750,000 

buehela. Attar the oloee it wae raporhd that the 

United ~ingdoa wae in the aarket tor additional quan­

tities or oorn. 

A report on the reoant Canadian wheat orop releaeed 

attar the oloee today, ebowa a t otal or ~9,623,000 

buahela, wh1oh ie an inoreaae or 10,658,000 buehele 

rroa the NoYeaber eat1aate. !hla il the aaoond lar­

geet orop eYer ra1eed in Canada. 
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J&ll . 20: bport u.loa ot Ualto4 lhataa oora an oatt.ato4 at 
)00, 000 to Ja.oo, 000 kabola. 

ObJooUoa haa booa ra1ao4 1a O•a•«• oa tho u.lo ot 
wheat to Jtuaa1a. lloYoral proll1aoa' ""ae41u ott1-
o1ala •81' 'bat U 1a oqu1.aloa' 'o npplJ1DC &14 to 
tho oaHJ. nor 881' tbat 11h1lo tho wba•' ..,. ao•or 
pt ...,. tartur than n..41Yoatoll:, tho port to 11h1oh 
1t 1a to bo oona1gao4, ua abJ.JIIIODt thoro woul« 
roloaao a oorroapoadias qaaat1tr ot ~at crown t. 
tho Ull:ra1ao or a4Jaooa' torruorr 'o bo ozpono4 to 
o.raaar. It baa booa vpct that .... war bo tou« 
to blooll: tho aalo, 
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January 26, 1940 

CO'.!IliSSION TO QUia 

SUJ.OaRY FRO!l DATE OF IIEPJ.RTURI:l TO PllESEIIT. 

Commi.ssi on departed !'rom San Francisco on 
s . S . OLIDall Complete survey equipment, in 14 cases 
and weigl\ing in aggregate about two tons, was carried as baggage 
to insure arrival with the commission. PorsCINiel of Commission: 
Senior Surteon L. L. Wil.liame, Surgeon Hiram J. Bush, a.nd Special 
Expert Bruce l.!ayne. 

Dr . J. H. Linson, at Honolu1u Quarantine , notitied. Dr. J . G. 
Telfer, at Hong Kong notifi.ed. Dr. H. F. Slllith, Chief Quaranti.re 
Officer in tbe Ph1l1ppi.res, directed to proceed to Hong Kong to 
an1st Coonission en route . Dr . Bal!'our of Roclcereller Foundation 
not.itied st Shanghai.. Chinese Gavcmment not.Uied through .lcl>assador 
Hu Shih. 

October 24. Dr . Yen of Chinese National Health Administrati.Jin 
urged Coml.ss1on fly from Bong Kong to Chungld.ng before bsg:l.nning 
actual survey. 

Octob!!r 25 . Commission arrived Honolu1u. Elaborate plans for 
entertainment com!)letel y sidestepped on account of seasickness of 
membsro and wild search for a s!)&cial type of microscope to replace 
one in equiOII'.ent thet had been broken. Such a microscope finally 
located at l/ni wrsi ty of Hmrai.i and purchased from it. 

!lqyember 8. After conference with Dr. BaUour at Shangilai, 
Co=-iasion decided to proceed to Hanoi in Indo-China and go to 
Yunnanfu (Xunming) by rail froo thet point. 

A letter was received f'rom Dr· Telfer setting forth that there 
110u1d be no ship from Hong Kong to Rangoon before lleeel!ber 8, but 
that one could go to Singapore and ~ there catch a ship to 
Rangoon. llao one might fly (with t110 tons of equipment) from Bong 
Kong to Rangoon. 

He further told how travel by a1r was possi ble from Hanoi, but 
reservations were filled for several 118eka, and thet airshipe also 
went f'rom Hong Kong direct to Chungking, but these had to fly over 
the Japanese lines. 

Dr• Telfer expressed a desire to join the Commission. 

Novelllber 15. Commission sailed fraa Hong Kong to Haiphong, 
Indo-China. Dr . Smith writ with it. In Hong Kong, Commission con­
ferred with Dr. R. E. Broom of the CouncU of 1/ediul. l!ission of the 
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National Christian CoWlcil of Chins snd Dr. R. c. Robertson of the 
Health Section ot the League of Nations, both of Whom are acquainted 
'llith Southwestern Chins. 

Noyember 16. Collllll.asion arrived in l!aiphong accooapaniecl by 
Dr. H. F. Scd.th, who, through peraooal friends in the French custca 
ar nice, mansged tc get their personal baggage cleared and later, 
with the help of Consul Reed at Hanoi, had rest ot equiplllnt cleared. 
The account of ·~hting" the equiplllnt on board the narrow- gauge 
t rain st Hanoi tor the thre~ trip to Kunming and the description 
of the near banditry among nsthe porters, etc. , ma.kea good reading. 

At the Chinese border, the Commission was mat by Dr. Yen 1 s rep­
resentative, and things 'WCI!t smoother. 

!loveal>er 22 . Arrived at Kunming. 

li!!Jl'lli>er 29. Arrived at Chungjcung b7 air~. 

Deee.P.,r 2 . Returned to Kllllllling. 

After conference with Consul Paul Ueyer, Dr• Yen, and others st 
Kunming, the Com!llission flew to Chungking, met Oenerslissimo Chiang 
Ksi Shek and conferred with Madame Chiang Ksi Shek. All arrangements 
were confirmad, and t he Commission returned to Kunming preparatory 
to starting worl<. A local co:m:dssion was forotd in Kllllllling, headed 
by a llr . Ueo, tc CCiltrol elQ)Onditure of 1, 826, 000 in Chinese National 
currency for o:alaria control in Yunnan. As s first move, l!r. ~lao 

ordered a large amount of quinine . A tentathe line of procedure 
with a laboratory and headquarters at ll.a.ngshih (near Bunoa border) 
was laid out . Transportation was arranged. (OnlJ' Ooverment ears 
can be operated and @lllsOl.ine costs $5. 00 Chinese money s gallon) • 
Louis describes the wonderfUl. spirit of the Chinese and tells of a 
laboratory they have built up from odds and ends but auccessf~ 
operate. 

The Collllll.saion was recehed oorcll.al:cy and was impressed that it 
had a most important work to do particularly since the Japanese cap­
tured Nanning about the tia it rea.checl Kurudng. 

(Copy of Dr• L. L, 1fl111••' letter of JIO'rfllllber 29 is attached.) 

Decpmher 6. In a personal. letter of this date, Dr. Wi.lliat'll 
brought out the utter inhumanitT of attempting to bring back the 
equipment th&T had so pai.nf~ carried intc China. To the Chinese 
it was priceless, and he would not even suggest to the <lhinese doe­
tore he was treining and who would carry on that it would not rellain 
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with thea. He was adviaed b)- reliJII;ll.,ull that it waa llard:q expected 

this equipoent would SJli"Yi.,. thef'UD'p, and be should decla.re it 

uneeM'ieeable and hence not worth the cost ot return transportat-ion. 

lloc!I!IPor e. Commission reported st Siakwan, Yungping, PaDsban, 

~pbih. 

Dosoaw ~· In a letter, Dr· Williama stated survey was under 

""' and maUria incidence vary high - eo to 100 percent in -

places. Headquarter s were sot up at Chefang and sooe control work 

s tarted as a demonstration. Lack ot transportation was a principal 

difficulty only partially aet by purchase of on old truck. Dr . Bruce 

l fayne had not been '101!111 due to inability to readily usiailate 

Chinese food, but other two were in ucellent health. 

January e . Suney" at J.!angshih reported complete and Cbefan.g 

nearly completed . Seven Chinese doctors being trained. 

January 11. (Latest report troll tho Colllcd.aaion) . Four tbouaaod 

pounds of Paris IP"'en requested. (This amount was borrowed from 

British sourees in Burma to be returned 'llben shipped t roll the United 

States; leaves San Francisco for Rangoon January 26.) It was neces­

sary to purchase another truck. Dr. •1Jl1a• stated be would ahortl,y 

rlsi t Rangoon. 

Attached is a copy ot Dr· Wil.l:it.DB 1 letter of Doeeaber 18, 1939. 
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1 111 ... , rM1oed ,.... ov ""-'- &114 a ob~ of 0111' ~ 

ae tllitr \oek p.po boa\ - NhaiM4 tl-011 wrl\illl; ae tl>ere •• aoW.C 

dot1a1\a \o report. !111..- ua ao.nhat olauar .. ,.. 

011.1' 11'•'-•' cUttl.aoalv -. ta p\\1Jic the .._t,_,.t taw 

..... ,.,., ADA oqulpMn\ bora 1a ubol lo.,.blll aoane. lo.rd 1111.\h 

•' u e at loll&hac &114 ILla a4rlM -. --ble. Woi'D.tloa U..... . 

troa tbo OoUill OeDnrl, Ill'. SOilta.M, tatioated thAt • oh d1tt1CIIIlv 

could ba a:EJI'O~ tr011 the J'Nuh Ooloalala 111 .b4o OIWaa. '!ble \Ilia 

J'ronob Oo,..,.l alao 1nd1oa\ecl., !berafoN I -aao\ecl. \bat Bo.rd -

71 

ae t u • • -1 aa ba had a .. llor of 0011.\aoh tllltre aa4 1 t •a aot 

bon that Ill'. 11oM (0111' OoaKl &r HpN-\&Uftl 1a laicOa) W 

""''bl1eba4 a 11&1101 ott1oa. "fa • ra tor-\& 1n baT1Jic Bowart aa ov 

troubl .. 'bopa wboa tbo boat I.Hloo4 a\ ... 1ph.o- • ....,. t- a tria ... 

wbo olaued our peraonal 'baCPP u4 "'' tho a'l"1pMat eatal7 111.\o 

cuotoM , • wa\ \o llaaoi (tlllt -1\ol) u4 f-Ill' . bed 'llbo ola&Nt 

v.o with tho Ollotoaa - u4 it took t'IO """ 4qa \o pt "'"a of \ILl a 

clear- do• tl>Nuch the a1Ut.a41aoua ott1o1ale .. tu tbo l"ecc.a 

aotv.al17 wre troed. U thoa 4nalopecl. the\ the tra1a troa ..... 1 

COIIMoted (1!) 111.&\oo) with \bat fl'OIJ lo1phoJIC &114 - aat w4p IIMI'l7 

a t o a oa boAri ao ~I " I truat 1 t to llaao1 lata at &J.cllt &114 

fODCI!.t U oa 'bo&M 1a tho IIOraiJIC. All4 1\ fta a t11bt. !hair qa\aa 

•h to obarp 1\ all ao -" baa-.t (~\ ev bac- lat alaaa) • 

~th ola .. , 'lid oae aet till4 a cue of ooolioa &114 u 1t o ..... u. .il .. , 

the7 ara aot NI]>Oilonla &114 beciPP aot 'ba ..........,_, ~a4ecl. Moll at 

t'IO alpt, etore4, roloa4ecl. 1a \bo IIOraiDC &114 •tohecl. throucll zlll 

tllllul a. It 1o a rooophed Ao\oa \o IJ") t.tfol aa4 llieaft it out 

a wintow ....,. tho ant of a talulol to a ooatecl.ora\o a\ a e\N"cio pola\ -

11114 \bo oaro ara aot ll.p\ecl.. " I ooa\No\ed with the Ohiu !l'a'Nl 

Jar- \o pt 1\ &114 u a thr.,.P, &114 1\ -. a rare -.ria-. 

Oaoa • ~ Cll>1aa at lo low w wre Mt liT Dr. fea1o 

rapreaon\atlTo u4 t htap .,.,.. 111100thor, b. lluud.Jic Dr. faa •t u 

ae d14 Dre. l obartao1l &114 Dornlla of tba I.aapa of ktloae u4 Ill'. 

Plllll lle,..,r, tho Oollftl ha•ral for \be Vatted Statoo. Du11lc tho 

ud "'elt"' •t &114 di-aaecl. Jlaao with tha lloftraor of tba ProrlMe, 

Onenl Lille &114 all of hh dap&r\Mnt baa4a &114 bare la ..,P''IC 

with tho Praear &114 OILlef of :rt...._, Dr. Jluc, ao • ll ao a brlat 

,.. ... "'u• &114 ll"'tille ~ \Ilia Gneralhet.. 1M aoot ,.-.fi\a\111 

dlaouoion hera •• with 11&4.- Oh1aDC I&S.-allltlt, llba hae a ..,telt &M 

loMa abo4 &114 wbo 1o ....,., lataroa\&4, Of oov" Dr. faa h hoart U4 

eou1 with u, bllt io ( aa Jaltour told • 1a fbaepet) ,lola\ M 1 «1ac 

\o p\ alaria bv.ol11.0oa .......,. WlaT• .. lllu toned aa Allti-llo.l&rla 
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l.aahio, 8w'M. 

0.0. 18, 19)9. 

De&r Dr. P&JT&DI 

C'-!an& 1a t.be IIOat. alar1oue rlace on t.be 1'0'011 &Dd 1a IIOi t. 
con ... n1ent. to llancsbUl on tbe oaat. (48 k1lo•t.era) , aDd lf&D Till& (pro­
nounoocl •One D1"11") Oft t.bo border 1 \'lan Tin11 to Dot. tar troa Lot Will& 
where the Central Aircraft 1Anufactur1n& Corporation (U.S. Co.) 1a 
bu1ld1nc pl&Deo ~or t.be ChiDeee Oonrnaent. aDd w'-re the .alaria rate 
approachea 1()()%. We C&ll &dYiae t.be COIIpan,)' eaeil¥ and they will C&J'l'7 
out. our r.o.,..aDdatioos at. t.belr OWil expanse. """II Tlfti 1a a border 
cbacld tli et.attoa w!licb is t o be uoed aa a atoppina pi.Ace aa 1a llaftllahib. 
The b<tlt. epot. Cor bot.ll a laboratory and " control dnoaat.rat.ion 1a 
Cl>ttane eo 11n aet. up be&dquartcra t.bere. You C&ft '".!!!!!! ae best cf!L 
Provincial !lllalt.b Ada1nht.rat.l .,.,_. IWlain11Su:bo can ro.--re cablea; tuld 
wri te c/o Dr. S. t. tin&ilnil llr. C. Jun11 , 

l Sou~~at. Tranaport.ation Co. , Cl1n1e, 
~blo, u.s.s. , aur-a. 

Arran.:oJMDts ban Just. beaD a&de t!Nre tor !orwardiD& ae1l 
but DOt cahloo as the Sou~hwst Trana. Co. (a covernaontal acaDQ)' Cor 
truck1n& ovor the road) 1a to Burllol thru court.oll)' and ban DO prlnte 
orlrtJ troll luna1Dg the)< lo.ovo with a etatlon at. Cho!an& t.bru which I've 
Juot radioed you. You can rudlo the Prov1nc1ul Health Offlco tbru tbo 
. t .. rioM Consul who Cllll bo reached via tho 11110 boat (via N .. val radio) 
a t Cbun&~tlna and tbey a1mu1l tho ae oca&e or, 1t urgent, radio It cooo­
.. rclal. I' ve arranted an account. for euch oerv1ca "1t.h tbo Conaul&te -
llr. llayor haa boon 110st balptul and vory kind. 

Dr. Ian boa (t.hru liiNlD 1 a Gonrnor) Hnt the J'!ooTinc1al llo.Utb 
Of t1car (Dr. K. Y. l ao) &Dd three doc tore lolld &D ant.ooolo(iat &Dd a 
teollll1c1an wi tb ua. Throe 1aterno haYe been added aDd another para­
oltolopot t or t.ralniao;. Dr. Seasrave (bead or a Bapt1et lloop1tal 
acrooo tba l1ae i n llankbo.n) 11 eondinc t wo aaeiotanto Cor t.ra1n1ac 
....S 1'• lad to bel.t..,.e - !tva or alx 110re ·dll c.- alooe to laam 
tbo pae. Tbo local ruler ( llr. To, pronounced •Doab•) haa claarod out 
a oooapouD<I tor our ccabload use &Dd w are buq oe tttnc up t'- l&borotory . 
While I a.nd Dr. lao do tbat, Dr. llqno aDd Dr. Buab with tbo yOUD& aen 
are ocapletin&: the eunq 1a llan&:ohib aod jo1D ae late t.bla ftlk, We 
t'-n 10 to l.o1 Wine (Cbr1etaee witb t.bo A8ar !oan ColOQT) aDd !1n1eb 
tbo aurvoy there (2 ~·) &Dd return to Cbatane aod cOIIPle ta the aein 
&Dd larcut aurvq. It 111 hoped (IUld expected by H) that our laboratory 
a\ Cbotana atll prove to ba t.bo Ducleu- or t.ba cooob1ned Kot.1ooal 4DC1 
Provl.nolal llal&rla Research Laboratory. It that 1o dooa, l' a aura the 
work aUl coot.1nue In good taohlon. 
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Tba ......S 1a..., 80N lllport<oat to tba Chi•• alace l • *bl .. 
tall. I\1 a &D &Maiq piece of W«<t, IMJOJ.¥ 1000 lt1101Mtera (72, 
allaa) hoe r-iD& to Wan Tin& - _,. 7 or a 80Wit&1D rupoa, .., DMI'}T 
10,000 teat &Dd d- to 2200 (SIIlw n Rinr) cOiq)lated by band labor in 
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9 -tbal ADd X 'n nMI'J.¥ ruined a ueed Ford Coupe on •nl7 blulp thq " ' 
l ett . 

lhc luniD& tall, DO autoa c&H to 8outbwot Cllioa - all 
baYln& COM OYer tbat road froa llanoi (or OYer tba luna Road aDd it 
ruined tbaa it DOt baa"7 truck•). It up .. t our (tba CbinaH) plane 
tor trauportatlOD and w wre redua.l to borroeed care &Dd a 1/2 too 
truck. So I bou&bt a car in lwlalna - a ueed coupi,.• (Ford) u it •• 
tba onl,y car OD eale aDd witllout it, tba Job -wl be too dlfticult. 
Aa bare in Lubio abackiD& on needed uU..-laria equipoent aDd return 
to Cbltanc toaorrow (arrhed ~), Att.r Cllriat.ao will return hare 
aDd tban run d.,., to RancOOD and rind out 1t azq new wrlnldeo ban 
danloped 1n ll&laria cODtrDl in Bw-aa. Alao to Me t.ba work hera 
whlcb re.,...a abort.}T. 

Tt. placue report pat.red <Nt. Stopped in ll .. nu1 &Dd found 
ool¥ 2 cuaa had occurred , lut one in lo•&•berJ but, tlw ...w~ are 
lntected. Thle 1e true of lllllltbu (a fa• lt1l001atara ott tho reed) 
and placu• 1e alwa,ye preeent ln llandala,y - whlob I think )'"u m ow, 
Thlo , bowner, do~• not affect the road u treiabt and •mi tiona COM 
by traln to Laeblo • here Sout hw ot Trunoport pick• it up in their truoka 
(2,000 or the•) and eenda it to Chetanu •ith ~·• drivers; there 
their own pick up t.he car• a.nd co tbru lunalna &nd on to Cb&maltlnc. 
Reaaon - their driver a a.re unuaed to ll&l&rill, Uo Cllatanc 1a u.aed &nd 
1t,0o woroa than tU1;1 luna town I Tba S\&per1ntandant lwre, llr. J. Bblw, 
talle M (ae doea Dr. Sa&,rave) that t.ha laet three plasua outbreak• 
bare bon bean quicklJ' cbacbd .-.a the people w1 tb Ho!fltina nccin• -
but it'a in tho nta a a tblir anU-nt C&IIJMUIJI• &re abort lhed. 

1lbiD tba labol'lltor. 1a t'lmotiODin& aod \.be eurv&)'• coooplated, 
I oball aand &DOtbar procraaa noport. II¥ be&lt.b and Dr. !Nab'• 1e 
alRMllant. Dr. ~· doaa not do wll on Obin•ea food and tbl plll'olcal 
bi<rdahlpa ot t.he tr6val bave not balped hla . Ia oow ba.,. a good cook, 
uoed \.o European ! oodJ .ucb t i nned eturt1 &nd will be 1n oettled, coa­
tort.abla qua.rtara lneida of a welt &nd bl obould 1apron. Io on bll 
teat 01Dd worltlD& but tbln. 

SinoaraJ.¥, 

(S1il!ed) IAul• L. •nuuaa, Jr. 
san. SUre. 

P.S. Pla&M azcuaa tbla scrawl but e&n't. reach tJ>pewri t&r Ull nazt walt. 
L. L. '1 . ,Jr. 
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OP' N~:wYoiiK 

January 23, 1940. 

Dear .llr. Secretary: 

I eaclose for your 1ldol'llat1on copy of a 

personal and strictly confidential letter dated 

Oec1111ber 2'1, 1939 rece1Ted by me from GoTernor Booth 

ot STerigea Riksbank and of my reply of Janu1U'7 19, 

1940. 

I thought you lllight be 1nter .. ted 1n 

reading this correspcmdeace. 

S1ncerel7 yours, 

Bon. Beary .lloqeathau, Jr., 
Secretary ot the Treasury, 
Wubinctoc, o. c. 

IDea. 

• L. Harrison, 
Preaideat. 

--
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PU80UJ. I< IIUicrLY COUIO~IAL 

Mr, Oeol'la J., Barl'1101l1 
Preaidet, 

Jedaral JlaaerYa Bank ot In Yo:rtt, 
I t w X Q r k • I. J. 

Dear Mr. Praa14.n, 

!be IWadillh nninar •r. Bon- illtomed •• \o-487 

oTar the lpholla that ill 70ur abaeooa he had daliYared to 

lr. Sproul and lr. llloka a tel .. rA, a oop7 ot 11h111h 70U will 

tineS enclo .. cS. 

79 

I heard lr. Sproul would wbti t 

tar to 1Jallh1llctoll and 

the li'fa ua an 

Ouraa unted reatardq t o about 

Ch ia, how..,ar, aRJWarll:ed tor 

aleo aware ot our haY1llc coleS 

aaraarll:ed With 70ur Bault tor a 11~• .ora ~ 10 •Hlicm 

•• are aecS1.1lc 7ou cold ti'OII ~th Urioa mel ti'OII 

.la the political aituaUoll ill our part ot aJropa 

~bt datal'iorata •• baTe •ada up our •1ncla to illcraaaa our 

dollar tab. ODe ~ ia the quuUon •• haTe •ada to 70U• 

We al• allllacl lr. Bon- to try to tilld out nether a ailon 

lwadiab leTei'IUI.n loe could be iawad Oil the Aaal'icm •a:rtt• 
eel eatbar it waa 1111:&17 thd the In~•• IWtabtllk colllcS •• 
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ID o .... Mraft wUb .lllartou luka. •• brre been to14 tba' \be 

IDPG' 1D bo\b OUal ia 1D tba DICdiTO• 

80 

Oil 'b• o\ber bu4 •• hue \broucb our ll1D1a\ar beu« 

\ba' 'be .. .UIIh oo .... n~~~et Jliab\ 1-' a or.Ut tro. \bo -.,o~ 

Iaport lak em Coqra .. b.,. 1Daraaao4 the 1Wl41 or that baSe 

Our mthort\1 .. Will probablT 1Da\l'llo\ our IU.Jli1'ar to aako e 

application tor IUOb a cro41t. 

It our purchuaa abroa4 llhoul4 oont1Dua on a la111o 

aoala o r it tor political rea-• •• lboul4 oond4ar 1t Win • 

to 11114 a aora aubltant.ial part or our col4 r .. •"•• abroa4 wo 

m,bt at a f'llftra 4ata riD4 tb.at the r~&ulatiODI 1D the law 

aet in cue or nao4 to 

nota iama, our bOKUI..Ullf 

Upon our IUI& .. tion 

the 0oYam­

r~&ar4a oar 

bl1 c1 ,,. • !bll 

lllt, 111~. 

~&r-et 

• to lnd.illb lllll~act• aoapt tor 

ltill paraitto4 to en 

4ollarl tor tboir ....U.ab 4apoa1ta. 

I hue p:ro,o•o4 the OOTorDilet to ro411 .. the laporta­

Uon 1Dt.o 1Wa4e ID4 I hope that -• r~&ulatioDI or tb11 •rt 

wtll bo palled 1D the near t'llnro. 

rha other 4q. I aet •r• Euolta -• paper• r~&ar41Jic 

tho IJocd.al po11D4 arro~~~•• 'lblab n baTo aa4a ldalT• 

I biC to ttl.alt yoa Tal';p' •all ror yoar latter or 

loY•bar u. 'llbiob I hue raoa1\'o4 ta-4q. 

Your• 11Daarol71 (acno4) l'\'U a..Ul 
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There bas been a decided decline in the deaand tor carco 

to the United ltincctt)D, 'France, Holland and Belgium. 

84 

This tallinc off is reflected in the drop in net f orm charter 

to 30¢ per cubic toot; likewise by ~ tact that outside 

operators have been compelled to ~ake cargo at Conference 

in contrast with their practice several weeks ago or exactinc 

Some ot the non-Conference operators who bad vessels lined 

sail to Liverpool have switched these to Hanoe as the demand for 

to France at the moment is stroncer tblln that to the United ltincdo• , 

this is likewise on the down crade. The French Line are load-

the French government, at the Port of New York alone, seven ships. 

are not taking anything but French government priority freight . 

Indicating the extent of the slump, a line utilizinc foreien 

t onnace was recently offered a vessel rlth the prirllege or 

the United lt1ncdom, France or Bolland and Belgiu.. Attar 

the prospects in the United ltingdom and French markets, it was 

of the higher rates prevailing the best chances 

This oper ator is now 

the smallest capacity ships he can obtain rather than the larcest, 

the practice the early part of this month. The outlook i s ao 

tai n that no commitments are being made bqond February. 

In the French trade a distinct diaadvantace is the pr actice 1 

t he French covernment pree•ptinc fro• forty to fifty per cent or the \ 

ship loadinc t or France, recardlesa or its operator or 

The operators are required to load such cargo as the 
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designates and right now Copper, Asbestos 

While there- have been a number or outside ships put on the 

berth, receivers 1n France are resisting the use or t hese 

~e:•s•'~~ because the marine insurance r ate is $1.50 per $100.00 compared 

over 25¢ per $100 . 00 on regular liners. 

Cargo originating in Canada, which had been moving through 

i n heavy volume, has slowed down considerably. 

The British government has put into effect restrictions that 

curtail t he impor tation from the United States of Hams 

This will be reflected 1n the demand for refrigerated space 

volume of purchases from Canada should exceed t he refrigerated 

capacity or the vessels sailing from Canedien ports. 

There are approximately six and one-half million bushels of 

NeYI York awaiting shipment . 

Shippers and freight r or warders r eport no difficulty in 

ship ' s space, except 1n t he case of loVI rated commodities such 

The situation here has improved to some extent as this 

been pl aced on the British priority list and an allotment 

6000 tons or ship ' s space monthly provided . Despite the lo~· rate 

some or t he outside operators have taken it at the Conference 

Isbrandtsen-Moller is reported to be availing himself of the 

C~lcttllation privilege on some vessels taken weeks ago at the then pre­

ra tes and unless the charter market declines rurther, the number 

sailings to all ports will be r educed. The charter rates have 

to such an extent that the owners will give the charterer the 

loading ports , whereas heretofore the rate covered 
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loading and one 41aebarcill& por t. Isbrandtaen 1D one i natuee 

sendillg a veasel origiDall;r scheduled tor Liverpool onl:r, to 

Jo~~u, Liverpool and Manchester. 

Chairman Sinclair of the United llngdom Conference, states 

there has been allocated all but a small portion ot the Steel 

Up to this time this low-rated 

ol:IID,od1ty was one of the 110st d1tt1cult probleas confronting the 

eguJ.arl1nes. 

Despite the precipitate drop 1n the demand tor forward space, 

current voluae has remained at a comparative~ high level. The 

,ssc)Cl.ation ot American Railroads report that 1n the first twent:r da;ra 

January the:r l1ghtered each dey 708 cars of export freight, compared 

th 686 in December end 590 per dey 1n November . 

Export grain business is dormant and the nominal rate to 

nt,rerDiftottelrdallll 1s a week 55¢ pe.r 100 lbs. versus -a recent top ot 7')¢ . 

The degree of control being exercised b;r the bell.igerent 

ovEtrDIIIIeJ:lts is indicated by the requireaent that the vessels of British 

operating from Oult ports to the United llncdoa are, beginning 

allowed to carry only such carco ea authorized b;r the 

:.::.::~~~~:L~o.:_t_:S~hi~p~p~1ng . The British ll1ri1stey or Shipping haa 

ot the pa:r-nt ot freight brokerage on 
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Jt I _.__,~,..... ...... 
• O f 5 ... ,... : a .,... 

J .... \W'7 26, 1940 

Dear HtiU')' 1 

In your aodast way you've never told ae eo, 

but I have long suspected that you bad a perfectly 

nat;>ral curioai ty to know how ~ people a pend 

thoir daya - you findinj; ti:le so beayY on your 

banda t.b&t you have to fly ell aroWld tbe country 

~ ltoop iOin& 5 And so I thoUClht that the encloae4 

coaounicationa will gi•e you a glimpae into tha 

Uvea of buay people 5 

Ever yours , 

pZ? 
' 

Hon. Heruy llor£entbau 
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San h&ncillco 

• "" 9th. 1940 

Dear Ju.stice Franld'urt.er , 

I cannot leave this country 

without at least sending you a brief note of farewell. 

I under stllnd and respect the reasons wllJ it has not 

t his tillle been possible to r eutablisb ., ... than a 

pu-ely hWD8l1 contact. You will not , I hope, consider 

wq feeli.n& of its continued ax.istence preiiUIIptuoua -

aince , I am afr aid , there is now no more opportunity 

loft to confirm it. 

Frankfurter , I remain 

With my kindest ro&nrds t o llrs . 

tours faithtully, 

.lclu T Trott 
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January 17, 1gw 

IIEIIO!Wiroll FOR 

F.F. 

For Heann • a sake I SUnq you did not 

let your Trott friend get trotted out or the 

country without havinG IW:a searched by Edgar 

Hoover. Think of tho bt.ttelabip plans and 

other secrets be -:r be carrying back. This 

is the height of indiscretion and carelessness 

on your pert I 

F.D.R. 
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January :13 , 1940 

Dear Jlr . President• 

So little of the news of the world. manages 

to enter these narrow, i.ltper...ioua oontinu that I 

learnt for the first ti.lte fr om your .. morandua of 

the 17th that tba reaponsibility for tha ecla1.ni­

atration of tbe F.B.I . has uplied.l,y been trans­

ferred to 10e. Here I have been l.aborini under the 

foolish notion that somebody else ia td.&ar Hoover's 

hoss l That he is under 11Q' authority opens up a 

vista of possihilitiee that I had not heretofore 

auspeoteci in thi.a job. .And so I say, life begins 

&!'tar f ifty. 

Faitbfull;r your a, 

The President 
• 
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w. AANDQL.II'H au~ Eea 

Juuary 26. 1940. • 

DMr BIDJ71 

I bope<l to be able to .. lid 7011 aM&d of tiae a OOPT of 

ay last D.4bt1 a epeecb at llew linea. but it ... DOt r.d7 ill tiM. 

I aa enoloaiJl& DOW I! preae copy wb1oh 1a IIUbJeot to a taw llillor 

Tbere rill be aoae ~· about 1t witb wb1oh 7011 WOil1 t 

qree • but tbey are apreae1ollll of ay T&IT deep cooT1ct101111 attar 

II&DJ yeere of renact1oo. 

But tbe aa1ll poiot• of cour••• 1e tbat tbeee are wry 

1aportaot queet1ooa wbi.cb ebould DOW be cl1ecueeed nry tully ill 

pu'bl1o aa ao aid to the toraat1oo of public op1111oo. I aa part1cu­

l&rly illtareeted to ltaoor J011r react1oo to ay Rl£8&t1ollll ror tbe 

reoraao1sat1oo or the llo&rd or GoTerDOra or the Pederal JleMrft 

Gordoo tella •• abovt the ualld Job tbat you are doillc 

in &DOtber field. 

Witb 'beat wiehe•• 

llo110ra'ble a...,. llorceatbau. Jr •• 
S.Oretary or the Treulary • 
Waala1ac*. D. C • .... 
eocl. 
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of 
The National City Bank of New York 
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WHAT ABOUT MONEY 

MANAGEMENT? 

W ITHIN the put few week$ there have appeared two cfueussions 
of this counuy's long term monetary problems which are of 

great importance both by reason of their source and their content. 
Mr. Wint.hrop Aldrich has proposed that we should return to a fuU 
gold standard, and Mr. RusseU Leffingwell hu reviewed a span of 
22 years of monetary policy and reached the conclusion that we 
should be better off with less management. I am sure that these 
proposals are put forward only after mature deliberation. They deal 
with questions bearing not alone upon business and finance, but 
upon the welfare of all the people. The discussion should be carried 
forward until the main points at issue are publicly understood. In 
these days when we are so much and so rightly concerned about 
more immediate problems, such u how to put idle money to work, 
these more basic problems may seem academic. But in reality they 
are neceasary parts of any reemployment program, for confidence in 
money is the basis of our system of free enterprise. 

It is Mthin this general area oflonger term monetary policies that 
I propose to make some comments. I shall not discuss ucept inci­
dentaUy New Deal silver and gold policies, unbalanced budgets, or 
deficit financing, or such other fascinating and important questions 
u the long term effects of present low money rates, or t.he effects of 
war. But, like Mr. LeJI'ingwdl, I want to think not on a 24 hour 
basis, but in terms of a long span of years. While he mentioned 22 
years I have been thinking of25 aa a significant number because the 
Federal Reserve System has just celebrated its 25th birthday. For 
any conclusions about monetary management shorter periods are 
misleading. We thought we were managing money pretty weU in the 
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middle twenties, but Mr. Le.flingwell comes to the conclusion that 
we were sowing then the seeds of our later discontent. It may well 
be said of monetary policies that "the sins of the fathers are visited 
upon the children." 

In dealing with so large a topic so briefly I shall necessarily omit 
many qualifications, and run the risk of appearing dogmatic. 

~1oN£V, B ustHE-SS AND E.wPLOYWEHT 

First a few words should be said as to the relation between money 
and business and employment, even at the risk of being a little 
theoretical. The central facts as I see them may be summarized as 
follows. 

In the history of this and other countries business activity tends 
to move in waves, from prosperity to depression and back again. 
The changing psychology of these periods is their outstanding char. 
acteristie. At one time business men and individuab are optimistic 
and conduct their affairs with an eye to the long future. At another 
they plan only a few weeks ahead. These periods tend to be cumula. 
rive and lead on the one hand to over-enthusiasm and speculation, 
and on the other to undue pessimism and dispair. The problem of 
achieving greater stability of busineM and employment is largely 
one of checking the periods of optimism or pessimism before they go 
ton far and carry the country either into over4peculation or depres­
sion. One of the most importa.nt conelusions which now appears to 
be justified is that control, while more unpopular, is more effective 
on the up4ide than on the down4ide. For, once over.apansion and 
over.speeulation have gone too far and finally crashed, a compensa­
tory period of readjustment and depression is almost impossible to 
avoid. 

A recently published study by Col. Leonard Ayres, which goes on 
the list of required reading, demonstrates more positively than here­
tofore the influence of monetary forces at the turning points of the 
cycle. The relationship indicated in these studies, covering a long 
period of this country's economic history, is that the ftuctuations in 

I 2 I 

94 

Regraded Uclassified



busln ... mpond to c:ondition.o in the security marketa and in pu­
ti<Ular to the aupply o( funds made available to busin ... thlOIIgh the 
publicaaleohtoeka and bonds. This in ita tum is linked with changes 
in the money aupply and ita price. The nature and timing o( the 
cycle arc o( courae in8uenced by many other factors, but none 
appear 10 conaiatently pment at the turn o( the cycle u this money 
factor. 

THa TwENTY-Ftv• YsAR Rsooao 

AJainat thia general background I suggelt that we take aerial 
observation• o( the record o( the past twenty-live yean of bllSinesa 
aince the Fed.eral Reserve System was established. For with the 
Fedenl Reserve we adopted a form of money management which 
might be hoped to operate towards stability. What are the facts. 
They are readily available in a numbet of meaaum of production, 
employment, and of various other aspect& o( buainess. The facta u 
ahown by these meuures arc that the fluctuations in business have 
been great« in the put twenty-live years since the Federal Reserve 
System wu established, than heretofore. The depression of 1921 
while not unutuaJ in duration was more severe than any of its 
predecaaon; busineu activity dropped further; unemployment was 
greater both In numbers and percentages. Then the depression of the 
thirties made 21 look like a pigmy; it has been far and away the 
worst both in extent and duration. 

It would, o( course, be foolish to leap to the conclusion that the 
Federal Reserve Syatem was really responaible (or the extent o( 
these deprcuiona. One can think of a good many reasons why the · 
deprcuiona have been wom in this twenty-live year period .• 

The fi rst ia, of course, that this has been a very difficult period. 
It hu reflected the economic dislocations o( the world war. Thcae 
dcptations an: properly called the ptitnary and aecondary pc>$t war 
dcpraaions. Unatable currencies and vut gold movement& have 
rdlected world-wide economic disorder. 

A oocond reason ariaes curiously enough from our very ptosperity 
and high otandard of Jiving. When a large part of a country's pro-
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duction consists of luxury goods, the possibilities of postponement 
of purchases are multiplied. When a cloud appears in the sky and 
people postpone buying, it may cut production 25 to 50 per cent, and 
the cut is cumulative, for every man th_rown out of work in tum 
decreases purchasing. Another corollary of the high standard of 
living is that more people live in citiea, and fewer on farms. In more 
primitive periods men out of work went back to the farm. Today 
that door is less open and hence the economy is less dutic to take up 
the shock of depression. 

But even when allowance has been made for these causes of in­
stability I want to raise the question whether there is not in addition 
a change in the monetary mechanism which hu tended to encourage 
bigger booms and deeper depressions than formerly. 

CHANCES IN TH£ M £CHAIHIM 

Let me remind you of a change in the operation of the business 
cycle due to the establishment of the Reserve System. As basis for 
the comparison suppose we examine first what happened in 1907. 
The story briefly is this. 1905 and 1906 and the fi rst half of 1907 
constituted a period of great prosperity. Industrial production was 
active. Workers were well employed. Stock prices were rising and 
reached, in fact, the highest level for many decades. The amount of 
new capital issues was large. It was a period when the dangers of 
over .. peculation and over-production of one lOft or another were 
imminent. What happened to bring it to a clood There seems general 
agrttment that the primary check to further expansion was that the 
supply of money ran out. The expansion of business and of prices 
had brought with it an expansion of the amount of currency in 
circulation. That, together with the expansion of bank credit, used 
up the available supply of funds, and bank reserves began to show 
deficits. There existed at that time no ready mean• by which the 
aupply of money could be increased and given dasticity. As a result 
there was a brief money panic. It was difficult to obtain currency. 
As a consequence industrial production promptly declined. Stock 
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prices went d.own. Capital issues diminished and businCS$ and 
finance went through a period of rapid readjustment .• 

Comparing this sequence with more recent periods the surprising 
thing is how rapid the period of readjustment really was. The decline 
occupied only a few months, and by the middle of 1908 business was 
well started on another upward swing, but with the situation 
readjusted so that a number of weak business and financial institu­
tions had been liquidated and over-speculation had been pretty 
well tq ueezed out. 

It may be noted that the process of readjustment in 1907 and 1908 
was painful, but that the pain did not last very long. It was painful 
enough, in fact, so that the experience was vividly in the minds of 
the legislators who devised the Federal Reserve System. 

Turning to the more recent period, and ignoring other dilrerences, 
we may ask ounelves what are the principal differences in the 
monetary mechanism, which distinguish it from the sequence of 
events in 1907. 

First, as to 1920 and 1921. The conclusion of the war at the end of 
1918 found this country's credit structure greatly expanded. There 
was every expectation that the war would be followed immediately 
by depression, but there was, among other influences, a new money 
element in the situation. Whereas in 1907 the money supply was 
limited, in 1918, 1919, and 1920 it had elasticity through the 
mechanism of the Federal Reserve System. Even though credit and 
currency were over-expanded, money could still be obtain!"~ at the 
Reserve banks through the rcdisoounting process; and th•t is what 
happened. Thus, without th.e restraint of any definitive limitation 
upon money, bank credit continued to expand through 1919 and 
the early part of 1920; prices continued to rise, and with favoring 
money rates the Treasury was able to take care of its final bond 
issues for the war. It was only after the expansion of money and 
prices had gone to an extreme point that the Federal Reserve author­
ities, delayed by Treasury influence, finally used their powers 
vigorously to checlc the expan.sion. 

The important difference between the two periods, as far as money 
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mechanism is concerned, was that in 1907 the check to over-expan­
sion was automatic, the supply of money ran out, whereas in 1920 
there was no automatic check. The reserve reservoirs of the banking 
system were open until the authorities made a decision about closing 
them. In other words, money management was substituted for 
automatic limitation. It also seems clear that the extreme depth of 
the 1921 depte$$ion is largely accounted for by the extent of the 
over-expansion in 1919 and 1920. If the expansion had been checked 
earlier the deptC$$iOn in all probability would have been less severe. 

The story of the late 20's is somewhat similar with reference to the 
monetary mechanics. The business boom was kept going with the 
use of Federal Reserve facilities. In 1924 and in 1927 incipient de­
pte$$ions were checked by expansive action on the part of the 
Federal Reserve System. In 1928 and 1929 at the height of the boom 
there was no automatic limitation on e,xpansion, and restraining 
action in the form of discount rate increases and open market opera­
tions proved ineffective, partly because they were regarded as artificial 
nnd money was still readily obtainable. The movement was checked 
only after decisive increases in discount rates in August, 1929. Here 
again it seems a reasonable conclusion that if the expansion had been 
checked earlier the succeeding depression would have been less 
severe. 

This is, of course, presenting the case in very bald oudine and 
leaving out all mention of a great many complicating factors such as 
the world monetary position, the longer term inftuence of the war, 
increased mechanization of industry, et·c., etc.; but none of these 
qualifications seems to me sufficient to ofl'set the central core of 
evidence that since we have had elasticity of credit and currency, so 
that a money short~ no longer acts as automatic check, and re­
straint is dependent on money management, the mechanism rends 
to be less efl'ective in checking over~pansion. 

In this connection it is interesting to recall chac whe.n the Federal 
Reserve Act was under discussion Senator Elihu Root made a speech 
in which he foresaw something of this difficulty and said chat the 
proposed new banking legislation would launch the country "on a 
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cuurofinflation." Events in 1919 and 1920 and in the late twernia 

lent tome support to thla pnlpOiitioa. 

RAwotCAPS or MAIIAounwT 

Even aside from the extraordinary economic confusion of the 
recent period money management has encountered grave diftic:ulties. 
The first was a general failure to recognize the responsibilities of 

management inevitably involved in the notion of elasticity. Tbe 
R.-ve Act quite failed to de6ne the problem: discount rates were to 

be &xed simply "..;th a view of aa:ommodating oommerce and busi­
ness," not as an inSuence toward stabilizing the ecooomy or a "*l­
ing inflation and deSatioo. It took alm001t ten yean of operation ol 
the System before its true and unavoidable function wu recognivd 

The second problem wu to know how and when to act in a very 

complicated economic situation. Take early 1937 for example, wu 
that the beginning of a real inflation that should be nipped in the 

bud, or merely a fluctuation that could safely be allowed to run its 
course? We don't know yet. Every policy decision is in reality a~ 

diction of the economic future; the lack of succeaa in such predictions 
even by the ableat is notoriouJ. Even after the fact, you can DeYa' 

prove that the dangers you feared, and acted to prevent, would 
really have occurred. 

The third handicap is pressure, political and otherwise, on th08e 
who have to make the decisions. Both busineaamen and politic:iana 

love expansion and don't want it stopped. When the job is to atop 
expanaion before it goea too far, the whole environment is in opposi­

tion. Witoeu 1929. I n Washington the Reserve Board remembered 
the violent attack in Congreu on the ao.called "deSation policy of 

1920" which had in fact UDK&ted Govemor Hardina· In New York 
State a apec:ulator enn broupt suit against tbe New York ~ 
Bank f .. raising its diacount rate. Tbe IIIODe}' ID&Up who does hie 
job is tbe world's ehampioa kill-joy. . 

Perhape under thae handieape it is a wonder that tbe Syatem hu 
done eo well. And it should be added that at all tima both in 
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Washington and in the Reserve Banks the decisions have been made 

by earnest conscientious meJl seeking to do their duty u they saw it. 
Even a(rer making these allowances the (acts in themselves go (ar 

to support Mr. LdlingweU's indictment o( managed money. The 

results so (ar have been unsatisfactory. 

WHAT CAN BE DONE? 

The next question is, "What's to be done obout itl" One is 
tempted to suggest thot we turn the hands o( the clock back, abolish 

all powers of monetary control, and le.ave the Reserve System simply 

as a service station (or the banks and Treasury, to handle money a.nd 

checks and other semi-mechanical service. That would mean no re­
discounting, no open market operation$, no changes in reserve 

r<quiremeJlts; (or all o( these are the mechanisms o( money manage­

ment, make no mistake about that. 
To spell the proposal out is to answer the question. It can't be 

done. Politically it is impossible. Once the people have taken over 

money manogement they are going to keep it, partly (or (ear that if 
they don•t, private interests will in fact manage money for private 

gain. 
I doubt if we as bankers think we should be better off with a return 

to an automatic mechanism. Without the Reserve System, financing 
our part in the World War would have been harder; the gold flow 

afterwards would much more surely have inflated us; and any de­

pression comparable with the recent one would have brought us 
management in difftrent and perhaps worse form. It is hard to 

conceive any method o( bringing our present gold hoard and tre­

mendous gold movements within the framework o( any effective 

automatic mechanism. 
No, we cannot, if we would, turn back to the simpler monetary 

system o( the past, and I doubt i( setiously we would. The alttrnative 

seems to me to explore the possible means by which the managemeJlt 

we have might be safe-guarded and improved. 
Let me suggest very briefly some o( the more promising avenues 

(or exploration. 
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I. Li•il at/ Si•p/ifJ Mlllf4l-· First, we ahould COftlida- waya 
in which the problem or manap>mt may be amplified both by 

nanowing the area within which dec:iUoos mutt be made and em­

bodying in the mechaniam auch checks and limitaliolu upoo un­

IOUnd practice& u are feuible. 
The first and moat obvioua move in UU. direction it to repcal10me 

or the legislation for dealing with cma-gency conditions now put, 
which now have the double effect of oonfusing and complicating the 
problem or monetary management and or impeding the n:storation 

or confidence. Since a numba- or theae laws provide for administra­
tion by the Treasury they divide authority for monetary policy 
between dilfercnt armt or the government, with almoat inevitable 

n:sulting ronfusioo. Then:;, clearly no Ion~ need for the provision 

authorizing the ilsuance of iiniCciiied IdS; and th~ 
was any sound economic reuon or e silva- a ·on. 

t to e power to ev ue go and to ;k;r m gold or 
buy securitiea with the atabili1:ation fund, there is more room for 
dilren:nce or opinion, eapecially in view or the continued untetde. 

ment of world finance. I t must be recogniud, however, that u long 
u these powers exist in the Treasury the responsibility for monetary 

policy ia divided. The rerum to a fixed gold parity, tupported by l'ree 
movements or gold, would simplify UU. problem, and would be 
10mething or a sal'eguard and restraint in that it would make ova-­
expansion, the use or i.nllationary devices, or long continuance or 

unbalanced budgets leas easy. For policiea or theae IOrtl tend to 
result in gold movementt. The gold standard is a litde like a fever 

thermometer. It eometimea frighten• you unduly and at the wrong 
time, but it ia uoually helpful, and smashing the thermometer ia a 
dangerouo way to deal with a feva-. I am inclined to agree with 
Mr. Aldrich in advocating going the whole way and putting gold in 

circulation u a me&M towardt restoring confidence in money and 
or making still more dil&eult in the future chanp in itt gold value. 

In the long term hittory or money such chanp have "-' made 
men freqnendy for political than for sound CCOI>OIIIic reuoas. With 
our present strong gold position •e can afford to lead the way. I tee 
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no important advantage in delay. In those areas of the world where 
trade is still pouible we shaU be in a much stronger position to 
advocate and auist in achieving that currency stability which is 
euential to trade if our own position ia definitely auured. Such 
action is a logical part of any program for lowering trade barriers. 

We should, however, have no iUusions that the restoration of the 
gold standard would elim.inate management. With our present huge 
gold supply we must stiU have management, but the area for 
management would be somewhat narrowed, and responaibility 
would be leu divided. 

As to the more permanent establiahment, question might be 
raised as to limiting and simplifying certain powers of the Reserve 
System. As a protection against posaible abuse, there ia much to be 
said for a limitation, such as is in force in a number of other countries, 
on the amount of government securities the system can hold. The 
power over reserve requirements needs much study. In the face of 
enormous excess reserves the power to increase reserve require­
ments should probably be continued and enlarged. On the other 
hand the power to reduce th.em once they are raised is a horse of 
another color. Changes in reserve requirements are a method of 
adjusting to a new gold situation, and clearly should not be used as a 
current operating mechanism. 

2. lrlfproot "'"""tmtml. The prime essential ia to improve over a 
period of years the experience and capacity of the people who exer­
cise powers of money management. To $0me extent th.is wiU talte 
place naturaUy: the managers are to-day more aperieoeed, more 
aware of their function than they were a few years ago. But there are 
serious faults in the set-up. The best way to bring this out ia perhaps 
to compare our money management board with the Supreme Court. 
The Reserve Board exercises powers no leu important for the well­
being of the people than the Supreme Court, but the provisions for 
getting the best personnel are far less good. As to salary, Supreme 
Court justices receive $20,000, which is too little, appointment for 
life, and may retire on full pay. A Reserve Board member receives 
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SIS,OOO, with no retirement allowance, and mu.t retire on eompio>. 

tion of his 14 year term. That it a -rous bloclt to getting the best 
men. There is no legal geographical limitation on Supreme Court 
justices, but good men have often been unavailable for the Reocne 

Board because not more than one may eome from any Fedenl 
Reserve District. Every member of the Supreme Court it a lawyer, 
with years of legal experience behind him; but membership in the 
Federal Reserve Board must by law provide for rep,_ntation of 

the financial, agricultural, indo. trial, and comJ)Iercial intereata. It it 
not required that every Reserve Board member ahall have had 
experience in finance. Thete rules have meaot that in many e&~ea 

the best men in the country could not be appointed, and CYal wben 
very good men were appointed many of them did not have the 
particular training or capacity to fit them for one of the moat exact­
ing and important responsibilities in the country. I have long thought 
that the System might be etrengthened by a provieion under whieh 
a number of the memben of the Board would be presidente of 

Reserve Banks, eerving in rotation, receiving their ealariea as 
presidents and continuing on the pension eynem. It would 

assure a body of practical experience on the Board, would be 
valuable training for the preaidente and make their work more 
intereating, and would improve the relation& between the Board and 
the ReserVe Banks. Federal Reserve Banlts have provided an dee. 
tive mecharrisdl for the training of men in central banking, whieh it 
diB'erent from commercial banking, not aubject to the tame limita­
tions as the Board. By a euriou. perversity the tendency of recent 

legislation ~as been to make leas, rather than more, dl'ective use of 
this penonnel. 

Of course we mu.t all recognize that this question of the o~ 
tion of the Reserve System ia n political as well as a monetary ques­
tion, and it it mainly for that reuon that the augeationa I h..,e just 
made are very hard to carry out. Central lwtking it 10 vital to tbe 
public interest that there must be.........,. that no printe intereata 

and no section of tbe country can control it. I t1 a<:tion morecrrer ia 10 

related to the whole economic program of the government that com-
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plete independence from the executive is difficult, etpecially in 
periods of emergency. And yet the political atmosphere is not one in 
which central banking does well. For as we have said the decUions to 

be made are hard and often have painful intmediate consequences, 
especially when the job to be done is to cheek over-expansion. 
Polities does not like to make that kind of decision, or to take the 
consequences. Thus the central banking system has the double 
responsibility of cooperating with other agencies of government, 
while at the same time preserving a certain freedom and indepen­
dence of action. It is a tight-rope kind of job. This again calls for the 
finest personnel, equipped for the task by both experience and 
tradition, whose opinion• will command the reopect of both the 
pol.itieal authorities and the public. With our new understanding of 
the nature of the work to be done it seenu to me clear that the 
present provisions of the Federal Reserve Act bearing on the organ­
ization and personnel of the top control of the System need over­
hauling. 

3. Support Ma11agement. Up to this point we have been explorin.g 
very frankly ways in which other people might do their jobs better. 
Before concluding we might well ask the question what our own 
responsibility as bankers may be in these matters. One principle 
seems clear from the foregoing. It is that monetary management 
deals with a constantly changing problem in public psyeholosY, and 
its success will depend upon public understanding of ita objectives. 
The only way the law and organization of money management can 
be changed is with the support of public opinion. Th11 is wbere our 
job comes in, and we shall get as good monetary management in this 
country as the bankers really want badly enough to work for. Our 
6rst task is to understand the problem ourselves. We are doing 
tomething about that tbrough the American Institute of Banking, 
the Graduate School of Banking, and the research programs of the 
American Bankers ~ation, and the Reserve City Bankers. Our 

second task is to furnish leadership for public opinion on that 
financial questions, and on this task I fear we should all admit we 

112 I 
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hue not made much JliOii-· We han beaa baay witll - w:rt 
p..-in1 problema of our OWD, ucl, moreo•er, tile public hu DOt 
exacdy been cl&JIIOrios for our Yicwa. TUDe ia pwdually ch•"1Pn1 
that aituatioa. The public ia more ready to liaten when - han 
10methin1 to eay. From here out it loob aa thoush tile future of our 
profeelion would be laradT up to I& 

• 
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!IF, Ooallru ~ONFIDENTIAL 
In a wr1 luo.ln forelp ezcll.ulp •rai, the raw for e\erUJIC 84-

v&lloed troa u opeDiDC ot 3·98-5/8 \o a hip of 3·98-7/8 on ..U -rolal· 
b\111111• ~ oloeiDC cpo\a\lon ••• aleo 3·98-7/8. 

Sal•• ot 8pOt e\erllDC bT U. f....,. reporUJIC bllllll:a \o\elecl • 75,000, troa 
the f ollowi"C IOUI'Oiel 

!7 ~rc1al CODcerna •••••••.••. • ••.•••••••• 50,000 
IJ foreiCD ~(far laa\) • ••••.• • •. . . .••• 

~oWl. 

Purchae•• ot 8J>Oi e\erl1DC aaoua\ecl t o •126,000, •• 1D4l.ca\ecl belows 

!7 ~rc1al conoeraa • • •• • ••••• • . . . •••• • •• •• 1o6,000 
Jr forelc- b&Dka (rar J&at) • •••••••• •••.• •• 

!otal .. 

'l!lo follo•lDC reporUDC bllllll:e aold cotton bille to\elliiC '-11,000 \o the 
Brltleh Control on the baeie of the official rate of 4,02-1/21 

' 9 ,000 l>T the l&tloDAl OitT !aDk 
2,000 b;y the Claarant;y !rue\ Collp&IQ' 

'-11,000 To\el 

The otller illportut currau111 ololll4 ae f ollowu 

lreJIDh fraDCe 
OW.ld•r• 
8wtae fruoce 
»-lea• 
One«' AD 4ollara 

Ve eold 16Q,ooo 1a 1'014 \o the l&tloDAl lank of Belclu. \o be a4decl \o 
lh .......-a4 aoooUDt, .Alt.boup the _, ia .-11, ih!e truaacUon le 
notiVorU., elnoe 1 t repre .. nh the fire\ ule of pl4 \o \be Belclu lank 1a 
aore \ban four aoniha. 

~ l14era1 llelll'YI !aDk of In Tori< repor\ecl \bet the llo;)'al Bllllll: of 
Cluoa4&, Moetreal, ...., ah!ppia& $487 ,COO ill pl4 \o Ue .._ Tori< acaDCT for 
ule to \be 11. 1, .u~ Otttoe. 

• 
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!be State DepartHat ~o.......ucl to u a oule etaUJIC tbat the ~ollowlJIC 
sllip•nto of co14 wcoU4 ba IU4e ~rea ZIIC11U14 'b7 la&el lloat.p a eo •• 

$ 1,179,000 ropruat111& \wo) eh1p-h to tho :Btmbn 
'r'rlut eo., l'ew York. 

352,000 to t.be Chaae .. UoiiOl lla:ak, .., York 
11fo,OOO to tba l'ow York !nlot eo"'PUIT, l'ow York 

S 1,671,000 ~otal 

Tho &bon thipmento will bo told to tho U, 8 , .bo~ ~flee at Bew Yor k. 

In a report ~roa the J'e4eral llese"e lhuu: o~ lrew York ehowiD« 4opotl to tor 
accOUIIt ot .bia ao roportecl b7 t.be !row York: ~ncieo ot J~~paaeoe baab oil 
JtmUM7 24, ouch 4opooito totaled $37,135,000, a 4ecreaoe of $82,000 dACe tho 
laot report on JfiDJ1V7 17. Ot th1o uount, $25,110, 000 ropreocted 4opollto with 
tbo Yoltchaaa Specie B&Dit b7 tbalr braacheo ill Oh1na. 1'11e onr41'att Oil tho beob 
of tbe Yoltchua Specie B&Dit in !lew York tor acc01111t ot ito heed office in J~~paa 
vas $72 ,519 ,000, a 4ecreaoe of $507,000 oillce J.anar.r 17. 

C ONFIDENTIAL 
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, 
ottioo at \lie Clliet or llnal Opon's.­

•~ 

!!. .! !!. .!!. !!. .! .!. .!!. .!U~ 

Faz: 

jdmiral •••••be 

'1'llo wUhiA copy or ,.._,raudl:la oocru- .., ~alopboao call aa or 
thil d.eto. 

I a &AIIII1q tha~ .adm1ral. Lu4 &114 A4111ral l eooobe w1ll ce' 
~oso~hv Oil tha1r oDd ot 1' &114 tha~ .Lda1ral Woooobe w1ll ge~ w­
gothor with tho Weather Barom OA h1o oDd ot U. 

Al.oo lftJ' DopartMll~ w1ll. obl1pto Uoolt t o tumioh witahlo 
red1o tor tho KaritS.O C~aa1oA ob.1pa. :larll' 1AtOIW&UOA tr<D 
tho Cout ~ard Oil tha roqu1remellta w1ll bo -.pproo1ahd. 

Ollloaa t'Urthar c allad upcm b7 0110 ot :JOU I w111 .. ....,. DOt.hiJlg 
turthor 1e uooi&UJ' bclll tho llawJ' DopariMDt unt1l wo oro 1Ato..­
rl~ h regard ~o t ho r ..Uo. 

/S/ B. R. S'UIIL 

Cop7 to Ill. Illig. 
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1aual'f IS, litO. 

Sttbjeot: 

Pur ... an\ "' -.e PftelUII\' t r..tua k a, J.da1Hl 8tcdt, 

.&ollliral Lall4 &114 .A4111rel •-• hfta oa.tiii'N4 oa tu au ... ot 

nallabUUJ ot Allipe tor tu .lUanUo Wte\ller patrol. u a reel\ 

or t b.la oa.t.......,, , tile tolloa1ac 1a reo dad: 

( a ) ft&t Cout- out\trt bt wUIIdrtD no- tile Gr.­

BaD PaVol .... tttal>li.aiiM - , .. -·tiler petJ'Ol 

dut7. '1'b.1a wuld bt • t.,.IJUJ --... ua\U •ttttlt 

.... naUablt atol> ooul4 bt parwatat~ tttl.cu4 k 

\.hJ.e 4u\J'. 

(b) .&ppropr1aUoat tor lluiUa c-itt1oa art prttaUJ 

lltl.ac ooaa:i~ bJ ~· u pan ot tile IJ~UptD4-

tDt otnoa BW. -4 tile ~ bt prorije4 ill 

t h1t 11111 u eate4 bJ tM lltritt- c-s.tt1•, Mll1ral 

~ wU.1 \Ma be ill poa1U• w Ull4trialtt tile rao­

a1tt1CIIlJ.as ot tile twv •tt•tl• tor-- ot ....._ 

lilb1q t aort pa-•t wnhtr petrol, oparate4 br 
, .. Cottt llatrt. 

(o) U tlldt UIIIUr (It) trt rtdlaoM.-to tut - wU.l aot 

bt auUtblt tetr reo-ut1oa1nc, tM -t\1oa ot 
e441U~ 1-citlttioa t or t.hJ.e pvpott will bt talta Q. 

Dote tu Pr .. 14ct 4tt1ra tut (a), abon, bt oarr1e4 

OOlt &114 tnt -.e ..,..I< ~ rto-S.a:ioiLille bt Uldartat• 1t tu4a 

bee- ntUMlt tt OllUilltA ill t•l , .-at 

Ttt 
1111 

/8/ D. Z • 0 •tt 'G''• 

Regraded Uclassified



~~vl! 
TREASURY DEPARTMENT ~~ 

PAOCUREMEHT DIVISION 

WASHINGTON 

January Zl, 191,0 

The Bell Aircraft Cbrporation has at present two contracts for the Arrq, one for 
l) Ai racudaa at approximately $J, 21J,OOO, and one for 9J P-J9s at approximately 

) ,906,000, deli veries on which are to start in June, 1940, and be completed b)' 
Ju.'l6, 1941. A reservation has been made baaed on an estimate of the Anll;y Air Corps 
for t he construction of 500 P-J9s when 1941 money becaoea aveilable. nua contract, 
i! ar.arded, would utilize all of the e.x:Ut1J1g facilities of the Bell Aircra.tt Co:r­
coration. Arr:/ appreciable nu:nber of planes in excess of this will entail additional 
tpace, aa well aa additional facilities, tools and e quipment, the amo\ll'lt of each 
iependent upon the size of aey additional contract that 101i)lt be awarded . 

:tc exist ing plant occupies :200, 000 square feet located in a building of approximately 
1, 000,000 square teet, of which /1)01 000 additional square feet can be had on a 
rer.U.l basis . '!he question of additional construction, therefore, does not exist. 
' r . ?ell has estimated that additional machine toola and equipaent could be acquired 
at " rate which would pennit of the delivery of the first ships under aey new order 
rlthin ei&h t months fran the date of the contract . 'tho number of ship• in such a 
contract t~ould determine the monthly rate at which deliverie s might be made . 

7ho lnbor ai tua tion does not present any difticul ties as there 1a apparently more 
tl.an a sufficient supply in the Buffalo metropolitan area. In addition to this, 
labor can bo readily drawn from as far west as Detroit and as far south as Pittsburgh. 

":'.o <o:tP"J''Y has at present, according to the Bal.ance Sheet, $431,157 110rth of 
::acUnery and equipment . J.:ost of this is comparatively new, modern in every respect 
.. -~ of t!1e latest type , '!be equip:~ent as a 'llhole is well balanced to cover all of 
t.l:e """1:1' diversified types of aa.nui'actu.re incident to airplane plants. 'lhe plant 
also has equ.1JX18Dt for hea~treat.ing both steel and dural. '!be layout of tools and 
equip::ent has been particul.a.rly well ude. 

A P- )9 has been tested to destruction in accordance with .Ur Corps practices , and 
tre reports in connection with this static teat indicate that the airplane meets 
all the structural re~ento for pursuit ahipe prescribed by the u.s. Arlq Air 
Corps . In addition, the experimental P-J9 was completely tested in the full-scale 
'111nd tUMel at Langley Fiel d by the National Advisory Coalllittee for Aeronautics, and 
t!.c reoulta of those teste were satisfactory. 

On an order tor axJ P...J9e delivery 110uld start in eight months and reach a maxieua 
of ):) per month in the thirteenth month . It is estimated that the additional facili­
t ies required for &n order of thio size 110uld 81110\ll'lt to approximatelY ;.7$0,000. On 
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an order tor S00 P-~ a .U~ rat. ot «>per-th ooald be :r.. Nd 111 rut.. to 
eigbteen 110nthe, mel the addit.t-1 facillt.tu 1.Jmll.wd 1IOal.d coat. lqlpr'llld.atelJ' 
$1 soo,ooo. On an order tor 1000 airplaDea it u aat.taated that aa • 11 "tara of 
.~n.tel,y $2,000,000 tor additional equi~t 1IO\Il.d be reqa1racl mel that a 
delivery rate ot 100 per 110nth 1IO\Il.d be reacbecl in t1ttMD to lli&b~ IIODthe. 

~. Bell, the Preddent ot thU corporation, bu had Z7 7MJ'8' aperiAmoa 111 the JII'O­
duetion o! airplanes. Ha ._. General Manapr in Charge of Prodwlt.1oD for 
Glenn L. Llartin tor 12 ;yean and occupied the - pollition for 6 ;ywra with Ocm­
solldated .U.rcra.tt Corporation. For the put S yaare he bu operated hie OWD ~· 
Hie reputation as a production 1111n 18 -nry high 111 the anation iDdwlt.l')'. B1a 
executive organisation appears to be 'niJ'Y ...U. b&lanoacl and ..oat ettioient. '!bin 
are presently emplo)'11d in the plant 1,166 people. '1'h1a force could be rapi.dJ1' ill­
creased to meet aey additional worldoad that llight be plaoed upon it aa tha renlt. 
of a contract ot appreciable abe. 

There is attached hereto a tentatin Balance Sheet aa of Dece.ber 31, 19)9. 

There is alao attached hereto a -randua indicati.ng performance and charlcterutica 
or the P-39. 

atta • 

• 
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IIBLL AIIlCIW'T COIU'OlW'I<* 

2050 ·-- .lft­Ba.ttalo , •• Torll:: 

JW.AliCB EBI! ('l'...t&ti ft) 

IJlC!IIBBR $11 1959 

ASSBTS 

1.D Bt.Dict &DOl 021 bt.Dd 

""'"""'" reoo1nblo • Qlatcaera 
IIi aoollac.ouo 

ourreDder nl110 of llt'e 1nsurenae 

U&ter1ala and ouppl1ea , at coat 
Coutroota 1.D prO&r•n, at oost ( l.noludit~f; 

proport10l:ll.,te part or general and ad­
ft1n1otre>t1TO axpenaoa of approx.l.Jo&tely 
(tl10,000,00) or ealoa nlue wh1c!wftr 
1o tl\o lower 
Coutraota in pr o&roll on whieh 
partial pa;v-nto han boon receiTOd 
Leuo • Put1al ~&:r-ut• 

t2 ,907 ,554.66 
2, ll!0,870. 80 

• 13,~.86 
1,983.63 

• 220,734.80 

otl\ar oontraota 1n progreso 
• 776' 684.05 

260, 669.00 1,0~7.233.06 

Ruorw tor dopreo1at10D 

&lid denlo~nt expeJUoa 
iaproTomonte, loa• amortioat1on 

and porioh&blo tools 
1Diurknoe, taxoa , eto. 

t 

t 

• 

125,000.00 
~1,157.43 
556,157.U 
93,163. 56 

418, 003.15 
21, 089,42 
U,40l .06 
&2 , 890, 58 

1, 267, 967.86 
tl,49l ,i08.ai 

482, 993.87 

1.00 

513,~84.21 

$2,467, 587. 39 

Regraded Uclassified



~,.1>1• - 'beDlce -LJII;· ~b1• 

.U. AlllCI.UI! e<m'QU!ICII 
20101~·­
ht.ttio, ..,. York 

BlWICB SlliB'l (t eatat1ft} 

DICIMBBR S1 , 18S8 

wapa, tax••• .-to. 
""'ialLoo tor l'ede.-1 in- texea 

atook - tl .OO par n.J.ue pe r abare 
Authorised, iuued &Dd out ataJ>dl.ng • 

260,000 ab&rea 

De_.r Sl, 19$8 
- hoe11 ot ouh reoeiwd .trca aa1• o.r 

- atoolt .....- par n.lue thereo.t 

• kpe,...a 1loourred 1D o.....,.otion 

\be aale ot ·- •took u.u-. o...-.r Sl, 1919 

Deaaal>er Sl , 19$8 
tor the reu .,.u.ll& De-ber 

1831 (*~ attaabl04) 
~-. o.~ n. 19at 

• 100.000.00 
42,056. 22 
67 , 101.70 

1 ,707 . 29 

t1, 021,912 ... 

917, 821.00 

t1,9S9, 79S . .. 

• 114.,928.~ 

9 , 20S ,26 

! U 

• 210, 811. 11 

2$),000 .00 

1 , 8U,BI0•6T 

u t,u 1.n 

Regraded Uclassified



BBLL All!QHP'l COIIPORAliOii 
2050 Blaroocl A,..... 

lbt'ftt.l o , lle'lr York 

STA!EI!Dr OF PROFIT AliD LOSS (Tontati'ft) 

101 'l'BB YEAR E:JIDIIIG ll&CKIIBBR U , 1939 

(1nolud .. on~ t;ooda actual~ delivered) 

Gccda Sol dt 

adainietratiYe oxpenaoa 
on.U<>Il for depreciation 

- I:nn•nt<>ry ot contraota in progreaa 
at Daceabn 31, 1939 

ixperilllental o.nd denloJ'I!I"nt exponaea 
deterred at Daoomber 31, 1939 

Coat ot r;oode aold 

Operatinr; profit 

, net 

opo>ra'bic01 ot airport, after prorldinl; 
tor depreciation 

Profit botora prorlsion tor Federal inc"""' tax 

tor Federal ino<ooe tax 

let protit tor tho year ondinl; 
Daooabor Sl , 1939 

• 847,121.41 

2, 966, 950. 32 

128,052. 11 
142, 616, 27 

41 , 384.84 

$4,026, 731. 61 

$3,168, 103. 65 

418,003.15 

83 , 586,106, 80 

: 15 

440,624.81 

• 9, 813. 74 

4, 341.29 

' 14,165.03 

3 ,401. 77 

$ 10 , 763. 26 

1_660.00 

• 9 , 203. 26 
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fli&h speed at er1 tical. a1 t1 tude ( 15,000 tt.) 
Stalling speed <- lawl.) 

Time o! cllabt 
4,000 ... (1:3,120 tt..~ 
51000 m. (16, 400 !t. 
6,ooo m. (19,6So rt. 
7,000 • • (22,960 tt.. 

Serriea ceUizlg 

- :3. 30 llinutaa 
- 4.30 • 
- 6.10 • 
- ?. SO • 

Cruiai.ng ranee o 250 -.ph at 15,000 tt. 

llOTBt Foreao1ng perfor.ncea gu.aranteeci withil\ 5%. 

QW!A.CTERISTICS 

Power plant - Allison V-l.?lO, 1150 hp engine 
<j\'feiihte t 

Normal weight 811Pt7 - 4,524 1be. 
Normal Wletul load - 1,456.5 • 
Noraal. gross ,.,ight - 5,98:l. !i • 

*Depend.ing upon equi~nt specitied. 

:34, 000 tt.. - lO, :370 •tree 
1,2!1:> ll11ea - 2, 011 ... 

2,0!i2 q 
660. 6 q 

2,712.7 q 

Weight Tolerance - 5% 

Wing ep&n 
Wi.ng area 
Wing 10&ding 
Power 1oad1Dg 
Desilln load taetar -

:34 tt.. 
21:3 •ct· !t. 
28.1 lbe-lq. rt. 
5 . 2 1be-bbp 

(u.s. ~is -thode> 

10. :36 • • 
19.76 sq. "'• 

1:37 . l kg ... q ... 
2. :36 ir8-b7P 

12.0 
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ProrlsioiUI are made tor install.ation ot following an.amenta 

l - 'J7 m C&Mon {or smaller) tiring throllj!h propeller sluU't 
2 - • SO cal. synchronized machine guns 
2 - , )0 cal. synchronized machine guns 

Additional , JO cal. machine guns may be installed in wings. 

n>ia advane<ld design incorporates the tollowinp, di.stinetive teaturesa 

Retractible tricycle land.1ng gea.r with tread and wheelbase ot 
approximately ll feet, a safety feature for pilots of liJiitecl 
t..raining . 

Searchint and fighting vision superior to that of 8.rf1 otner 
tir.hter. 

SUperior maneuverability due to concentration of weights around 
center of gr"vity, and relatively low wing loading. 

Pilot protection from gunfire from balow and rear, and agaiiUit 
n~~r.tea from fire in engine coopartment. 

Superior facilities for pilot's emergency exit in fiight, 

Excellent fl31ng, handling, landing and take~ff characteristics 
a.s reported by Air Corps test pilots , 

: 11 

The Bell P-)9 combines the greatest degreoe of speed, caneuverabiliey-, 
fire-power, vision and safety ever incorporated in a single-eneine 
fighter, 

Regraded Uclassified



.. 
/ .. · . , , , 

I ~. L _______ H _ _ _______ _ _ 

r. I : , •• J : .11 . .. ~. 1..l:! 

"' 

... • 

Regraded Uclassified



TREASURY DEPARTMENT 
I'ROCURDIIINT DWWION 

WASHINGTOIC 

J&nuaey Z1, 191,0 

LIEUOilANIIUil FCR THE SECRETARI 

'!be llenasoo Engine plant, located in Loa .t.ngeles, has a noor sp&ce or 
approidiiitAilj' 431000 square reet and a pe1'80nnel of 205, 1?0 of whoa &ra 
productiw ..,plo,.ees , with a uxlmnm liJiit of Z'IS sployees. 

119 

'Ibis coapaey lll&lltltactures 125 BP, 150 BP, and 260 BP e ngines. 'lbe;y haw 
on hand at present ordars ror 101 engines with a uz1m"" output of 1):) 
per · IIOnth. 'lhe1r engines &ra of 4 and 6 cylinder in-line aiz-.cooled VJ>ea. 
At present their orders include 32 engines tor domestic use, .54 tor China, 
and 12 for Latvia . 

It llllS not considered by the 1/aval represent& tiw -..l!o made the inspection 
as being available in the production of engines of a VJ>e present.l,y used 
in the military service. 

... 
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\ TREASURY DEPARTMENT 
~r PROCUR£MENT DIVISION 

.> 

WASH INGTOH 

January Z'l , 1940 

L!EUOIWIDUIJ FOR TilE SECRETARr 

120 

n.e Kinner CopCA{ or Los Ange1es llhicb manu1'aotures Kinner engines 1a 
IOCitid 1ri a with approximately 40,0CIJ square feet. '!'hey have a 
total personnel or 70, 55 or 1lhoD are produothe qployees. '!'he possible 
r.axin~m force with the present space an(\ equipment ia est.imated at ~. 

'nley r.anu1'acture 5 cylinder rad.1.al ell31nes or 160 liP size and have at 
the present time orders for 90 of these el181.nes, with a mazimJm output 
estil:l&ted at 100 per month , 'lltey also ha"" Cl.'t'il. Aeronautic Authorit;r's 
approw.l tor tho I!IILliUtacture of ~ and .350 liP 7 cylinder engines, noi t.ber 
ot 'IIIlich , howover, is at present in production. It is reported that they 
have prospective business f or 1940 of about 700 engines. '!'his figure ia 
based on prospective contracts now in negotiation and, it is understood, 
soon to be s igned, 

The equipmsnt in their pl ant is not elaborate but is ample for the t7pe 
of Ol18in8 'IIIlich they are buUdi.ng. It ia not considered sui table, however, 
to the typos of engines at present be1118 used in lllil.itary planes. 

Tho 1:ava1 representative 'IIIlo inspected t.bia plant states that it can be 
consi dered as little more than a good size •chine shop, and not too good 
a one at that. 

• 

\ 
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121 
TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASH INGTON 
January Z'l, 19/I:J 

JW.!ORAllDUIJ FOR 'I'HE SECRETARY 

'J'hc CUrtiss plant at Buffalo consists of 600, 000 square feet, all of ...tlich, tosether 
.nth the machines and facilities installed in it, are being used in connection with 
exiatino contracte. Should an;y additional work in connection 'll'ith the proposed 
foreign contr act be awarded, it will be neceeeary to provide additional plant 
;..illdln"s , i'acilities and machine tools ...tlich it is propo3ed to locate at Buffalo. 

i.'ased on information recently f'urnished thee concerning the mmber of additional 
plar.cs that lftight be ordered, a survey has been 001:1pleted and a descriptive list 
~! all additional tools that would be required baa been prepared. 

There are presently employed in this plant a total of S ,000 people llhich is being 
increased to 7, 000 at the rate of 000 per DOnth. Approximately 15~ of their 
present output is acquired under subcontract work. Under the enlarged program 
this percentage "'Ould be increased to approximately 36%. In both of these pel'­
ccnta"eo 1 however , is included the work being done at the Robinson plant of the 
C>u-tias Cor.tpaey at Robinson, Missouri . 

To care f or the requirements of the ~ and Navy in connection with the 1941 
prorram ample reserves have been set up. Also 1 capacity has been reserved for 
contracts f rom South America and China. 

:t is estimated that the program such aa that rece.ntly discussed 1n washington 
~:culd require an additional expenditure of $71800 1000 1 consisting of ~3, 600,000 
for buildinra; 81,000 ,000 for tools , jJ.es, and fixtures; and $3,:100,000 for 
- achinery for the plant ext-ensi on, as nll ae aoce which lldght have tQ be fll.1'­
r.iahed to subcontractors . '!his amount is eat.illated to be a top figui'e and will 
be reduced in allY way possible. 

?roc conversation carried on at t his plant i t 1a erldcmt that a definite and 
conscientcus effort is being made to reduce coste , to increase efficiency, and 
to r.:eet all delivery dates . 
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Robert 
Jaokaon: 

Operator: 

!n!Jr: 

J: 

m.:Jr: 

J: 

H''Jr: 

J: 

W-'Jr: 

J: 

f!!.!Jr: 

J: 

ID!Jr: 

J : 

!Jl.!Jr: 

J: 

Hello , 

Juat a minute, pleaae . 

Hello. 

Hello . Thie ie Bob. 

Hello , Bob. 

122 
J11nua17 Z"( , 1~ 
10 :12 a. m. 

YourquMtion that you aeke~ me yesterday ...... 

Yea, 

•••• • • as to the date. 

Yea, 

We 've called Chicago and tried to find out and we 
don' t get a eat1etaotory answer. The J udge ia on 
a vacation and until he geta baok we oan• t -- we 
oan•t get him tagged. 

I aee. 

Alao, I auppoae you know tbat ha wae very mad at 
th11 Department beoauae ot 1111 interview tbat wae 
given out here f ixing a date. 

No, I didn ' t know that. 

Well , He called OIJiP - Olllll]:ilell and wanted to know 
who tn- the hell waa running hie oourt. '!'hat the 
statement was made here that t hat oaae muat be 
tried by the -- go to· trial by t.he 15th of January. 
And informed t hem 1n no uncertain terms that he 
wanted no heln from here ae to how he'd run hie 
oourt. That waa after a oall from here had been 
made to him apologizing tor a previous statement 
in the preae. The relatione with Wilkinson are 
not the beet . 

Wall , Bob, may I make a auggeat1on? 

Yea, aurely. 
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HY.Jr: 

J: 

Hl'Jr: 

J: 

1!!-!Jr: 

J: 

!ll!Jr: 

J: 

ffi.:Jr: 

J : 

HJ.!Jr: 

J: 

l!:-'Jr: 

J: 

123 
- 2 -

• 
For the Administration• • sake. 

Yea . 

It something could be gotten out that - - publicly - ­
that - - which would be aatur actory to Judge 
Wil kinson explaining that we are waiting on hi e 
pleasure. 

Yea . 11ell •. .•.. 

And the delay of not -- hae nothing to do with you. 

I t hink that what we could say ie that the Depart­
aent ie ready to go to trial and ia awaiting an 
early opportun1 ty but that the arranger~enta or the 
court Will have to be suited -- t hat ie , we can't 
-- we 've got to be very careful in making any 
statement t hat Wilkinson doesn ' t t hink we ' re pass­
ing the buck to him·. 

Well, I ' ll leave t hs t to you , but I t hink -- some­
how get it in the public's mind that the Department 
ot Just ice is ready to go when their turn comes on 
the calendar. 

Yes. 

And it ' s not you peraonally that ' s holding it . 

They've been a eking here 1t I had seen lt1rkland. 
It aaema there's so!'le story that be ie supposed 
to cooe here. I haven ' t seen him and I ' m not 
going to . 

l1ell , or course, t hat ' s a change. He always -­
they always eat down and talked things over. 

Well , there-- there isn ' t going to be - - I ' m 
not going t o see him at all. 

Well , you under stand my interest . 

Yea , I do, and don ' t hesitate to call ne any time 
about it. 

!Ughto. 

All right. Thanks a lot. 
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llr . ..... 

"' 
'llUJW~----- I '_o..l ............. 

U otrt .. ._ 'U. le aU•W a_.~~._ tel~ 
U...1 

"PlMII wha 5' .. II I ......... W_.l_ 

.. JW _,. te ~ te ,.. ••• a • 'as,.._ '*',.. .. 

.... trw- - _,.., .__,u. .. n.u_...... .... 
..._ ..... --~ ..uM trw .. 111ft...,... ......... I.M& 

, ..... la l1a n.u-.- ...... .s.a• b - , ..... . 

Itt ...................... .
...,..,,_., .. .. 

.,. ... t. .au te •-allld..- •• .__,, •. 
'!lol tel~- \M llld,.. .. _. talaU• aa te 811U.. 

..._ ....... .u-u-• 

lotea .... 

• · I. I +1 (W.W.SSU) lftllt W. T. lao. 2) 

tw na.tt-telt ...sa .._ Mpleo (tw 1ee' o 

~)I 

I , I • ._,..-11 (' 1-) Wt W. T. lao. 21 

,_ .. ..Sit. ,_ v ... ! " 

I . I, .._._ .... (~) lftll\ W, T. ~. ) 

f•ftatl-'*' 
I . I . D -- "'--'-) l ftllt W. T. 1M. ~ 

,_ D Ule ,_ '-'*' I I 

I. I , ....,._ (~) lett W. T. Jola, 210 

tw .__nt. tw '"._.,,_.I 
I , I, ftnra Clrllale (IM"•) - , _., .. tw 

.,_,u. '• '2 ''s ,. 

Bit ore ooo.dJ.nc thio 4rat\ to the State Dopan-t , 1t 

• • rea4 'b7 ao to Ill'. 11h1h &a4 llr, llal"r1o, both ot whoa eppron4. 
B.M.O • 
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J'!IOXI Aaer1oaD Zllbuer, Par1e, Pl'anoe 

o.t.n:: Juuarr ':!:1, 19.0, 4 p.a. 

J O. I 13~ 

S'l'RIC!LY COHI'IDD'liAL. 

128 

'l'b1e aorn1ng the Xun1eter ot Araaaent, D'Autr,., 

called on ae to d1ecuee the aatter1 to vbich reference 

vae aade i n telegraa Jlo. 123 ot Juuarr 2~ troa Xatth-•, 

and 1o talegraa Ho. 60 ot Juuarr 2& troa 8eoretarr 

Mcrgentbau. 

Both theee queet1cne and all 11a1lar queet1one, I 

explained to D'Autrr, should be taken up through the 

purcbaeing agente ot Prance and <h-eat Br1 ta1n 1n the 

United Btatee , and not through th1• a1eeioo. 

BULLI!!. 
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DEPARTMINT Of' STATE 
WASHINGTON 

129 

the Secretary ot State presents h.1e oo~llaente 

to the Honorable the Secretary ot the freaeur,r, and 

enoloeee tor hie 1nto~t1on one oopr ot par~~,phrue 

ot telegraa Bo. 1311 :ot .Tuuary ~ troa thjl Aaer1ou 

Elllbuer, Par111 . 

_. ,... '::1 -c- r" 
~?.;. g -•• • 

~- "' ~C\1 .... ;: 
"'~· £5~ • ,;v ,.., - w 
<u'-' V> .... 
--t~ 

... - :.> 
;£ .. 

~~s > 

i I ... . 
=-! 
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llo. 23 

1.11' llail 

AJIEIUCWI OO!ISliLI.n 

'l'u..anaDfU, Chill&, Juu.ar7 27 . 194<>. 

SubJect: Trlllfic Conditione on the YW1Jl&J1 b1lvq. 

The l!onore.b1o 

Sir: 

The Secretar7 of State, 

Vuhi~~&ton. 

I han tho honor to refer to IIJ' deopateh no . 17 of January 17, 

194o, on tho abon aubJect and to otate that conference• 1n r eCI'J'd 

!30 

to railway traAOportaUon N>d prot ection han boon proceed111C 1n 

YWlllNlfu du.ri115 tho past week between the Ch1ne11 and French otfieialo 

eoneerned,. 

Mr. Cha"5 Ch1e-ngan, IUnhter of Cotllll1ll1cat1ono, arr1Ted 1n 

Ywmant'l1 on J8ZSUAZ'7 16; the Director General. and the Oper,..Uono 

Jian8&er of tho ~Indoeh111a Railvq arr1Te4 here from l!aDo1 on 

J81lUa.l'7 22 . It h believed that 1Un1oter Cha"ll' 1 Yioi t to Ywmant'l1 

nt thio time vao pr1111&1'1l7 1n connection v1 tb t ho present nilvq 

tranoport3t1on problem, al tho"Ch 41oeuuiono han aloo token place 

coneern111C h1cbW&7a and the Chinooe ra11VI0'8 nov boill& bull t in 

l\ulll.an Pro'rince. The Conaul.ato UAderatando that ao a ruult of 

con!erenceo between ropreoentatiTol of the Central OoTOrnment, tho 

l\ulll.an ProT1nc1al Conrnment and t ho railway, oorJO •&IUl'e of IIQI._ 

•nt hao been r eached for poo1t1n action 1n lteop111C the ra1lvq 

in operation and for ito tutul'l 4a1'enae . J'rench offic1alo "''l'Mr 

to 
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to han reconreod froa their W Ual dhiiiO' at tha boab~ of the u ... 

N14 u:pr .. a crat1fi cat1on a t concrete erldence of Chineoe 1Dtereot, 

part1cularl:r in the aat tor of r &ilva:r detenu. 

1'be Director Oenefal of the r&ilva:y told me on Jarmar:y 23 that 

•at leMt a month" would be neeeooar;y for neoeooar;y rep&iro to the 

ra1lw~~;r. It hM boon oboernd, howonr, that tho reporto of r&ilva:y 

official• ao to t ho date of re.umption of normal traffic have been 

cont1auauol:y opt1aiot1c. 'i'ratt1c h otlll liaiteod to paoaenger oerrlce 

b:y ord iur:y train 8ll4 light f roi&J>t below the III&Xilllll of 4o ldlocra~~ 

per p iece. A temporar,r wooden bride• now beinc erected at Baiaolunctan, 

t he IU\Ior break in the Uno, h o>pec ted to be completed ahortl:y, and 

at that time much luger quanti t101 of CIU'&O 01111 be ball4lod than 11 

poooible b;y the present portaso o;yetoc. 

During a recent call at thio office following a trip over the line 

with r&ilva:y otficialo, llr. M. 1 . Sheehan , tranoport advioor to t ho 

Chinooe K1n1o t r;y of Communicationo , ota tod that it io ealcul£ted that 

about 200 tone of cargo can be hall4lod dail:y over t he Uno under 

tellj)orar:y urancoDOl1h, Ro st&teod ~thor that the Chinese Gover~~Mnt 

vao a ttoopt1ng, through t he lle41ua of Chinau Cheabora of Co=.er ce, 

to perauado privat• l.mportoro 8ll4 tradero to liai t t heir e&r&O demall41 

10 t hat t ho Central Government will be allotteod ao noul:y ao po11ible 

t he ma:diiiiJI a~~ount of freight that c1111 be carried, 

Mr, Sheahen io optimiotie ao to the poooi bili t;y of operation of 

the line i n t he face of attacko, throuch dofonoe moaoureo to protect 

bride•• and Cllto naar tunnoll , aDd b:y tha uoe of b:y~aoou eDd Cllt-offo, 

.lxtenoiva 
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Elttentin ua e co be 118de ot coolie aD4 poiQ' cartece 1A traneterr1Jic 

aero .. tempor8%7 breake. .lt one or two ot the larpr opce aero .. 

132 

rerpt, "" aerial trU~Yq a;yata 1a teeaible. Such .. uurea vill, ot 

courte, entail A ccnoiderable degree ot cooperation between the Cb1neae 

and J'renoh. 

In coiU1ect1on with conditione at I!AipboJl&, Mr , Sheahan • •hocatea 

cleui~~& thAt port of cargo ao f'ar eo poatible , in rl- ot hie belief 

t hAt t he port 1a A 4et1n1te d&D&er not o~ to the Ch1neoe b<lt to the 

J'ruch eo well , 'i'raneabipaent ot •ch of t he renrn~~~ent cargo woul4 

be IIIN!e to l!a.oreon. He s t a ted t hat t here 1a at p reoent 1A I!Aipboag 

l ett t han 9, 000 gall ona of Cbineae OoTerDmont-ownod gaaoline imported 

UDder t he Un1Teraal 'i'radi~~& Corporation contract, which, aa it ia in 

druma, would be tranoahippod to l!a.oreon. Appro:dma t ol;y 17, 000 tine 

of !'MOlino """ in Hong Xo~~&, deat1ned for the Chineae Oonr1111ent, dll 

be th1ppe4 to I!Aipbong for tranoporta tlon by rail, aa tine can be 

handl ed eonTenientl;y in tranofera aeroat brcaka in t he line , 

In quintuplicate, 

Or1ginnl to DepartiDOnt by air mail , 
Copy to llabeao;y, Cbwl&king. 
Cop;y to loob&at7, Peipi ng. 
Copy to Conoul, llano!, 

877 
fl.l'aS.UC 

Beopeettull;y ;youra, 

mot L . PXBDJ;S, 
Jaerican Vice Conoul . 
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~rlcu Jor.lp S.nice, &mol, ID4oohba, 
JUJUrT 211, 19110 

S1lJJIO'l!1 Joo Shill& '!re41DC CorporaUon 
to control Wood 011 Shl~te. 

liASIIIIO\'OJ' • 

133 

I ban the hoaor to refer to rq d .. patch no. 39 of Jllln>U'T 8, 191M>, 1D r.-

to ehlpaente of wood oil troa l!al.phon&, and to report that I baTe bMn ln­

xorMil b7 Nr. C. R. Liu , of the Foo ShiDC 1'rad1DC CorporaUon at l!alphonc, that 

tbnt COIIJ>a>Q' 1a e~rJDC to obtalD control ot all n:portaUone tro. Indochlu 

wood oil tl'allaltted tree ChiD&, tlma 1101'9 full¥ J.pl•entiDC tbe wood oil 

Durlilc tbe laet 6 aonthe of 1939, thh COJIPIIIIT exported epprox1•te17 

100 tone of wood oil of Ch1118oe orlaJn. Nr. Slu .. u-ted that, 1D eddJUon 

n:portat10118 of hie ~. approx1Mtel7 ~.500 tou of ""od oU ot 

•auneoll orlr;ln wre exported froa IndocbJu durin& the - period. It 11 to 

control of thle wood oil that the 11n IU'1'8ollt;8IMIIta ban blln ....S., tlmoUoa­

tho" pla.o" on tbe tro11Uer where •-ccllDC baa been prnal•t 1n 

etated that tbe t'*'Ut:r of wod oil of Ohla .. e orlc1a puelJIC 

.,...,O.,.:D IadocllJna 1IU aot hul4led b:r the Joo lhiDC frii41DC OorporaU011 -\ad to 
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5,000 tou bl'liiiC tlul 6 IIOD\Iul p ... lo4. Be 4oubh4 IOMVba\ t ba abi ll\J' of 

tho co"J)Uf t o coDtrol oft.otlnl7 tb1o a441Uoal. •out, pe.Ml7 b-• of tba 

lack ot cooperation betw.., the ChineN thnleelTaa. Be iDforM4 • thM osporh 

of voo4 oil o! lD4ochlJia orlcJ.n -te4 to llppl'oxbate17 J02 tou 4vliiiC tba 

I OCOM balf Of 19J9 (866 t ODI cl.uriiiiC the ;re&r), 

Mr. Llu reatke4 thet b1a C011p&D7 be4 recp .. te4 peral .. lon to 111atall a t llllll: 

Ughterace o;reha at BeiphoiiiC aD4 to P""P .Urectl7 h oa tbaae llphre to tba 4aep 

ta~~b ot nuele ealliiiiC for !Joii&I<OIIIC, ..Mre tlulre h a woo4 oll ol...,liiiC plaDt, 

or t o the tukl ot n11el1 aallinc tor the l1nlte4 St&he, it a cleuiiiiC plut 1a 

ootabl hhed at llalphoq. Tlul 1D4oohliiA Cuot omo refllaed peraloolon on tho ez"011.114 of 

inadequate poreoDDOl to nperrloe operaUou. Thio l blow t o be a f&Ci ao ~ 

~tono o.plo7eoa han bean acbilioed, 

l(r. Liu atatod that the plaD to trana:tor the woo4 oll arr1Tizl« 111 l oolc::;r con.-

ta1coro to druat ~rted !rom HonskODt. mentione4 in deapatoh no. 39, ia atill 

t.lc.: couiciereci b;r the Ouatou. 

Reapecttull;r ;roura, 

Jor tlul Oonlllll at SalgOD. 

(Sipe4) Charlet S. Roec1 U 
C!W!LIS s. liiiD ll • 

Allericu OODIIlll.. 

Ia cbzplicah to Departaeut (Or14i11A1 b;r air aail) 

OOpiea to bbaat;r, Cln:ulckiiiiC &lid Poipiq 
Ooplea to Oonlllllataa General, J!oDtjr.6111C aD4 8h•np1 

00plea to Oonlllllatea , I:W>aiiiiC aD4 Salcon 
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TO 

TREASUftY DEPARTMENT J 

••" Je.n. 29 , lClll<> 

SecretPr~~nth8u 

l!r . liP~· 

AttFched 1e ~ br1e! memor~ndu2 on the Cont1nentol 

ro t ors Corl"Or~t1on . 

• 
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Continental Kotore Corporation 

1. 'l'he Conti nental Motora Corporation 11 an old companr, 
with a long history in the manutadture ot motora and parte. 
The companr has been diveraitying its produota in recent reara 
aa ita tormarly extensive automobile engine buaineaa haa 
dwindled. 'l'he corporation ia nov using only i te Musltegon, 
1:1oh1gan, plant. Ite Detroit pla.nt vas put up a.t a.uction la.at 
week. 

2. Sales or the corpora.tion during the tan months ended 
August 31, 1939, were divided ae tollova: 

: (Million a of: ( 
: dollara) : Percent) 

Agricultural engines and parte 2.0 31 
Truck and oomLleroial engines 

and parte 1.1 17 
Paaeenger automobile engines a.nd 

parts · 9 15 
A1roratt engines and parte .s 12 
Machine products a.nd aervioe 

.6 parte 9 Marine and induatrial engine a and 
part a .4 7 Other products ~ ....9.. 

Total 6. 3 100.0 

3· Latest reports indicate that the company' a airplane 
cJotor business baa been mainl7 1n 8IDB.ll. motora (lees than 75 
horaepower), although the airplane line haa been eX!)anded to 
include motors up to 1,000 horsepower. The companr has bean the 
leading producer or small airplane motors. In 1938, tor example, 
it produced about 90 percent ot the enginee tor small planea 
requiring leas than 75 horaspower delivered in the United Statee. 

4. Continental has lost moner every year but one (1937) 
a1nce 1929. Bua1neaa ot the corporation a.t the preaent tiaet 
hof weveri is good. Untilled orders on hand October 31 total&A 5.9 m1 lions1 the largeat tor eeveral. 7eare1A It -• announced n !loYellber t11at the oo-.pan7 had reoeiYed a t«49 thouaand 
War Department contract tor eng!nes to be inatalled in Stearm&D 
primary training planea, and a $1 million order tor tank snginee 
and parte. In Deoeaber it -• announced that the airplane 
engine d1Yision wu working two tull ehitta and -• expected to 
go on a three shitt baa1e. 
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5 · The capital ot the coapanJ cone1ete ot a tl . 2 a1111one 
loan held by the RJ'C and 3. 0 a1111one ot eharee ot coamon etook 
(listed on the New York Stock Exchange). I n the laet 1ear the 
co~~any baa eold 550,000 ebaree ot etock . The current pr1ce 
or the stock 1e ~ {January 26) and the 1939-~ pr1ce range 
ls l -5/ 8 t o 5- l/2. 

6. The attached statements liet the subsidiaries ot the 
corporati on, and the executive orricera and directors. 

Attech:Dente 
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(1) 

(2) 

(3) 

SubaicUar1ea of Continental Motora Corporation 

British Continental Motors, Ltd. (holding oompanJ 
t or British patenta) 

Continental Oil and Gaa Co. (owning and operating 
oil a.nd gas vella near Muskegon, Michigan--gas is 
ueed in manuf acturing aotivitiee of the Corporation) 

Continental !.£otor Sales & Servioe Oo. (licensed to 
transact bueineee in Texas) 

138 

Company alao owne 35,125 aharea (about g percent) 
ot La.lr:ey Foundry & Maoh1ne Co., and tvo ott1oera ot 
the corporation are d1reotore of Lakey. The latter 
compan7 which is also 1n Muskegon, Mi chigan, lll&ll:u.­
taoturea motor blocks and castings. Continental 
also owns 5,12~ eharea (about 2t percent) of 
Brockway I.:Otor Co., Inc,, a manufacturer of t ruolta 
and busses. 
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ExeoutiYe Ottioera and Director• or 
Continental Kotore Corporation 

President and General Manager--Clarence Reeee, 
Muekegon, Michigan 

Executive Vice-Preeident and 8ecretar1--B. r . Tobin, Jr., 
Kuekegon, Michi~n 

Vice-President (Kanuraoturing and Engineering)--L. P . ~alb, 

139 

Muskegon, Michigan 

Vice-President--James H. Ferry, Muskegon, Michigan 

Treasurer--H. W. Vandeven, Muskegon, Michigan 

Purchaeing Agent--George £ . Wintere, Muekegon, Michigan 

Accountants CertifJing Stateme~te--Ernet & £rn1t, Detroit 

Directors: 

James H. Ferry, Muskegon, Michigan 
B. r. Tobin, Jr., Muskegon, M1oh1gan 
Clarence Reeee, Muskegon, Michigan 
L. P. Kalb . Muskegon, M1oh1gan 
L. L. Vivian, 67 Broad Street, New York City 

Source: Poor's Register or Directors & Executives, 19~. 
pa2e 569. 
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TR.EASURY DEPARTMENT 

INTER OFFICE CONI\4UNICAT10N 

DATK Jan . 29 1 194o , 

TO 8eoretary/~~~ntbau 

Mr . ~~aay~. 

AI 1nd1oated on the at t ached tablea and ohart, there waa 
an 1nor eaae ot 33,000 1n t he nuaber ot pereone eaplo7ed b7 the 
Worke ProJeota Ada1D1atrat1on, troa 2 ,189,000 during .the week 
ended Januar7 10, 194<>, to 2 , 222,000 during the week ended 
Januar7 17, 19~0 . 

.lttaobaenta 

!40 
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Week ln41D« 
1939-4<1 

Ma73 

• ... at w..tne 

Mar 10 
M&7 17 
Mar 24 
Mar 31 

June 7
1

,. 
June .,. 
June 21 
June 28 

Jul7 5 
Jul7 12 
Jul7 19 
Jul7 26 

J.uguat 2 
J.uguet 9

16 Auguet 
Auguet 23 
Auguet 30 

Septeaber 6 
Septeaber 13 
Septeaber 20 
Septeaber 27 

October 11-
0otober ll 
October 18 
Oct ober 25 
NoYeaber 1 
NoYeaber 8 
Nonaber 15 
Nonaber 22 
Nonaber 29 

Deoeaber 6 
Deoeaber 13 
Deoeaber 20 
Deoeaber f7 

J&nll&l'f 3 
J &IUI&I')' 10 
J &llll&l')' 17 

(Ia t;Jaea...aa) 
2,716 
2,6io 
2,623 
2,~ 
2,600 

2,5, 
2,590 
2,578 
2,551 

2,,SS 
2,290 
2,250 
2,200 

2.m 2, 
1,9 7 
1,897 
1,842 

1,662 
1,696 
1,735 
1,790 

1,8311-
1,875 
1,891 
1,901 

1,901 
1,929 
1,961 
1,987 
2,0~ 

2,0H 2,12 
2,1 
2,152 

2,160 
2,l.a9 
2,222 
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1937 
Janwar7 
rebruarJ 
Maroh 
April 
M&J 
June 
Jul7 
Augun 
Septeaber 
oo~obu 
!IOTeDber 
Deoeaber 

1938 
Janwar:r 
l'ebrll&r7 
Maroh 
April 
Ma:r 
June 
Jul:r 
Auguat 
Septeaber 
Ootober 
NoTeaber 
Deoeaber 

1939 
Januar7 
l'ebrWU'J 
llaroh 
April 
Ma7 
June 
Ju1:r 
Auguat 
Septeaber 
Ootober 
NoTaaber 
Deoeaber 

laiD PROnCJ'fll .&l'IJIIliJ!RAUOI 
I.,IMhi"-.. fd 1ferkera IllploJa4 - ... ~ 

UaUa4 llt:a\aa 

la&ber ot Workers 
( lD t:ho .. aada) 

2,138 
2,1~ 
2,115 
2,070 
1,999 
1,821 
1,569 
1,~ 
1,~1 
1 , .. .,6 
1,520 
1,629 

1,901 
2,075 
2,395 
2,582 
2,678 
2,767 
3,053 
3,1{3 
~:~& 
3.319 
3.094 
2,~6 
3,M3 
2,980 
2,751 
2,600 
2,551 
2,200 
1,,..2 
1,790 
1,901 
2,oM 
2,152 

Souroa: Work• ProJeot;e A4a1D1atratlon. 

Month17 tlgaree are veekl7 tlgare• tor t;he 1ateet 
veek ot the .-oath. 

The:r 1Do1u4e oert:11'b4 aa4 aoaoerUtla4 workera. 
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OROO P MEETING Janua17 29, 1940. 
9 : 30 a . m. 

Present: 

ll . tt. Jr: 

Gaston: 

n. t.: . Jr: 

Oa&ton: 

H. M,Jr: 

Gas t on: 

H.l:. Jr: 

Oaaton: 

H • • !,Jr: 

Mr. Bell 
Mr. !!&as 
Mr. Thompson 
Mr. Ora vee 
)(r , Schwarz 
Mr. Cochran 
Mr. Gaston 
Mr. Bernate1n 
Mr . Cotton 
l!r. White 
l!r. Sullivan 
Mrs Kl otr. 

Rather exclusive this morning, aren't wet 

Yes, very. 

Anythi.ng new, llerbertt 

Yes . I think I told you that Callahan, after 
talking to Waesche and Land and Stark, put up 
a suggestion to the President that we withdraw 
our cutters from the Grand Banke pa trol and 
transfer them to a patrol between the Azores 
and Bermuda f or weather reports as a temporary 
proposition. The Maritime Colllllliaaion would 
furnish , aa aoon as possible - recondition four 
ships 'llbich we will man and put on the run. 
The President approved tha t plan and we are 
withdrawing the cutters from the Grand Sanks 
pa t rol and t wo cut t ers will leave for Bermuda 
for the Bermuda-Azores pa t rol on Wednesday of 
this week. 

V~o negotiated that onef 

Callahan. Callahan came to ask Waescbe about 
this weather problem and t his waa the plan . 
that Waescbe suggested, 

Very neat. 

Very n eat. The good thing about it 1s that we 
get rid of that t e rrible wi.nter patrol in the 
Grand Banke. 

It gives the boys a chance to thaw out 1n the 
Azores . 
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Gaston a 

H.M. Jr: 

cutona 

H. l!.Jra 

Oaa ton a 

H.l!.Jr: 

Gaston: 

H. M.Jra 

Gaston a 

H.JI.Jr: 

Guton: 

H. M. Jra 

Gaston a 

B. lf.Jra 

Gaetona 

White a 

- 2 -

I called up Bob lt1ntner Saturda:y and he aaid 
he would have to t alk to Joe and would intor. 
- toda:y. 

I am rel1abl:J informed that tboae articles b:y 
lt1ntner were not acceptable to the Saturd&7 
Evening Poet. Too t'r1endl:y to the Mll1n1atra­
t1on. 

That might be eo. 

You can read thie letter r rom the editor or the 
Poet. 

I read that - ia that the one 

Yea, it haa something to do - it ma:y have some­
thing to do with it. 

It ia possible. ~e other thing waa tbat we 
held a eont'erence with Marriner Eoelea and 
Golden weiser and Walter Gardner, Saturday , on 
the Pan-American Bank and we seemed to sell 
them a bill or goode. They went baclc with the 
u:cdera t anding they would tr7 to get the approval 
of' the Board on our plan aa ie. 

I will make you a little bet they don't. 

All right. 

A dime that the:y don 't. 

All right. 

Make a record of' that. 

Ten cente . 

!low, what do J'OU -liD b7 approving the planf 
Jlayb e 70u had better cl.ar1t'J that. 

How, ll&rry , J'OU keep out or thie . Can't J'OU 
spare me a dt.ef Be said a pprove it aa ie. 

Yea. 

A• stated 1n the --
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Gaeton : 

H. !f.. Jr: 

Gaston: 

Gaston: 

H. M, Jr: 

Gaston: 

Bernstein: 

P. . Jf . Jr: 

:-emstein: 

H. loi . Jr: 

1¢6 

- 3 -

Yea. fie were going to cut out the word "Central 
Bank" but the participation by Governments and 
each Government to deci de whom it shall select 
as ita delegate , t hat was what we agreed on, 
participation by Governments and not by central 
banks . 

Well , I will have to be educated, because the 
plan, as I saw it - Harry and I discussed it 
Sunday - maybe I don't understand the plan, but 
what we are bett11'18 on 1s the plan that you bad 
when you started, before you saw those fellows . 

'libat I am betting on is the -tter of requiring 
participation by Governments only, and that 1a 
the whole thing that we concentrated on and that 
is what they agreed to. 

All right, ten cents. 

Ten cents. 

Anything else! 

That 1s all. 

Bernie! 

Nothing. 

You a re looking very healthy. I have go t to 
think of something to do to you . 

Are you looking at me or at WerleY 

No, at you. 

Bernstein : I just came out of a cold wind. Maybe that is why. 

B. M. Jr : I called up Miss McQuire and told her to have 
Sammy Klaus 1n. Is he here! 

Bernstein: I don't know. 

H. V. . Jr: When do you want to do Bank of America! 

Sell: Whenever you are ready. 
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E.l!. Jr: 

- 4-

Say 10 1:50? 

Yea . 

It Sam Klaus is here, I will aee him at 11:00 
o ' clock. Will you tell him? 

147 

Bernstein: Yea , I wil l t ell hiJD, If he isn't here, I will 
send Mrs . Klotz word. 

H. M.Jr: 

Cochran : 

H. J.!. Jr: 

Co chran: 

Cotton : 

H. L: . Jr: 

Cotton: 

R. lf. Jr: 

Cot ton: 

Please. 

llerlet 

Here i s a letter wh i ch llr . Chen sent in for me 
to g ive to you pereonally . Will you sign the 
letter for purcha ses of Canadian silver for 
Februaryt We have purchased 9001 000 ounces of 
s ilver from Canada eo tar this month, 

Anything elaet 

No , sir. 

Are you going to have a meeting tod.ay with Berle 
and Jones on Colombia? I explained the situation 
to them. 

Well , I will put it down, anyway , I tell you what 
you do. How do they feel about itt 

niey would s eem g~nerally agreeable t o the i dea. 

All ril9lt . You call up llr. Traphagen, see, and 
ask h1m i f he would like to come down here 'lhura­
da y or Wednesday . I will g ive h im a choi ce of 
t wo mon1ings , 10 : 00 o ' clock V!edneeda y morning or 
10:00 o ' clock Thursday morning. Ask him whe ther 
he wants t o oome 1n here and a1 t down with the 
Ambassador and we can get him started and whether 
he would like to stay bore \Dlt11 they get throuab, 
yea or no . 

Don't you think the step before that is to see 
what you think of the thing, eee whether you 
are going t o be readJ to urge it upon one or 
the othert 

Regraded Uclassified



H.Y.Jr: 

Cotton : 

H. M. Jr: 

Cotton: 

H. r. . Jr: 

Cot ton : 

n. li. Jr: 

Cot ton : 

B. L!. Jr: 

Cott on: 

?. . !.!. J r: 

Cott m 1 

- 5 -

No. I would like to do i t rtrr ,..,.. I would 
like to ask Traphagen and Colombia whether 
they would like to come over to the Trea sury 
\Vednesday or Thursday morning and stay here 
in conference until the debt issue is settled 
or not. It i sn't a question of whe ther I l ike 
it or not. It is a question of whether they 
can get together. 

Well - -

I will take anything that they agree on. 

Trapbaaen will probably ask me 'll'bat you think 
of it, and shall I say that you want to put 
them together - -

I t doesn ' t make any difference what I think of 
lt. I will take anything that the two of them 
agree on. 

I ' m afraid that isn't the issue. I think it 
is a ques t ion of the committee getting a point 
of view and urging it on - -

I won ' t do that. 

You won ' t do thatT 

I definitely won't do that . 

I will tell Traphagen. 

148 

And tell him that they can come Wednesday at 10: 00 
or Thursday at 10:00 and we will make a room 
available for them to get together to agree or 
not and if they don't want to do it , then as far 
as I am concerned, I am through. This 11 my last 
gesture and if you don ' t mind, wo\Ud you tell i t 
to him just that way, eee . And then once you know, 
let me know. Gi ve them a choice of two days. 

Did Jones say be would be willing to sit inT 

Yea. I t ol d him that you asked me to tell h1a 
thl.a and I said ,-ou lliaht have a meeting toda,-, 
I dldn 1 t know. 
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B. lf.. Jr: 

Sullivan : 

R.II.Jr: 

- 6 -

Wednesday or Thursday, please. 

John! 

llothingr except thia meJDOrand\1111 about that 
letter \January 27). 

Oh, all right . 

Will you (»ra. Klotz) write me a little note 
forwarding thia to the President for consider­
ation' 

Anything elaef 

Sullivm: llo. 

l! . lt. Jr: Cbickf 

Schwarz : You aalced me to call attention to the proposed 
reorganization plan for c entralizing borrowing. 

H. II . Jr: Oh, yea. Did you (Bell) know the Budget ia 
actively buay on itT 

Bell: Yea. 

H. M. Jr: Ia it all right, the way you want it! 

149 

Bell : Well, I haven 't aeen the final draft but thia 
grows out or the program that was sent along 
last yee.r and you ltnow the dechion •• •de 
not to touch matters of that lc1nd in that a eaa1on. 
Well now, it baa come up again and they have put 
a man on that particular job and they have been 
over here and we have bad several conferences 
and it has been revised and I tb1nk it ie 1n 
pretty good shape. 

B. lt. Jr: You are ntcb1ng i tt 

Bell: Yea. ll.r. Bernard 1n the legislative section 
baa been 1n on it. 

Anything elae, Cbickt 
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Schwarz 1 

H. rt. Jrs 

Haas : 

H. lf . Jr: 

Eall : 

H. K. Jr: 

t'ell: 

- 7 -

'l'bat is all. 

George? Have you got anything on that labor 
thing? 

Yea , I have that . 

If you would stay beh1nd, I would like to g() 
over it wi th you. 

Did you see the memorandum trom - letter from 
~ise Perkins enclosing a memorandum on the 
unemployment si tu.n t1on ( Janua.ry 26) ? 

No. 

Kind of breaking it down into three groups. 'l'b.e 
memorandum to Stead, I th1nk --

!SO 

H. II' . Jrs Vlho? 

Bell : 

l! . !l. Jrs 

Bell: 

H. li: . Jr: 

Haas : 

H. X. Jr: 

l'ih i te : 

E. lf .Jr: 

Mr. Stead in the f i scal section down there. George 
might be interested in that. 

Vlill you tell h1m about 1t? 

I will g 1 ve 1t to 1:11m. 

How does business look this week? 

Tbe production looks as it it is going down fUr­
ther but there are aCI:'te signa which are beginning 
to occur now which lead one to believe that later 
on in the year you will get an upturn. I think 
it we are going to get an upturn, some signs 
ehould be reappearing and there are some signs. 

Barry? 

~a noticed that Chinese balances are increasing 
pretty rapidly. I have got a t ab le here and 
we would like to know who owns them, because 
the otticials don ' t, and i t is very important 
because of: their exchange controls . It may be 
that some of: the insiders are getting more money 
out than --

Who can find outt 
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Whitet 

B, II, Jr l 

Cochran I 

Vlbi te I 

B. l!. Jrl 

Cochran: 

White : 

H, II. Jr: 

lbi te1 

B, III, Jr t 

Vlhite 1 

H. II. Jr l 

White: 

B, II,Jr: 

Whi te: 
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·I think that Jdght be telcen up with <hen , poadb"ly. 
It 1a o~ inter est to ua only in the ~act that 
there 1e a larae outward move-nt o~ capital 
that there abouldn 1 t be. 

Can you ~ind out! 

Yea, air, I think I can. llr. l!noke will be 
down. to1110rrow. 

Knoke wou ldn't know. It ia not in the Federal 
Reserve Banke , it ia in private banks, but he 
may know. I~ he doean 1t , we might have to go 
further . 

He found out that tS... on that high French offi­
cial having an acco\Dlt here. You (Cochran) weren1 t 
here at the tillle . 

I know about i t . 

Oh, yes, he could i nquire aro\Dld in the banks . 

He could do it better than anybod7 else. 

There -• a letter to lira. Roosevelt - to you 
and a prorsed plan, to wt:Uch we have the ana,.r. 
( l'eblua~ ) • Do you -.nt to - or is it cuatolll&l'J 
that we alao have an analyah ot the plan! 

Yea . 

Do you want i t from you to her! 

Yea . She 'll)ul.d appreciate it. 

senator Pitt.an•a letter - I can handle it right 
here, it you want. 

All right , go ahead. 

Here 1e a letter for your signature (January 29) 
and here ia a very b r ief memorandUIII indicating 
the i aauea that are the cause of thia l etter. 

I had b etter read it , hadn ' t n 
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'lihi t e : 

f!. L!. Jr: 

WhitO I 

H. Jt . Jr: 

Y,'hite : 

H . ~' . Jr : 

H. M.Jr : 

V.hite : 

P. . W. . Jr: 

V.hite: 

H. L: . Jr: 

Yfh l te : 

!:. !l . Jr: 

Craves : 

H. !l. Jr: 

Ora ves : 

H. !.! . Jr: 

Yes , I think so . 

I will read it. 

- 9 -

And then you probably no t iced the letter from 
Senator Vandenberg (January 22) , aski ne about 
Russia and gold. 

Also , Senator Townsend ' s s ta t ement (January 27) . 

I didn't see that . 

You bad better get Chick to get you a copy of 
it. He made a speech Saturday. 

I have it . 

Give 1 t to Harry. 

Anything else, Barry? 

That 1s all. 

And Harry, on that lit tle talk, ins t ead of 3 : 00, 
i f I could start immedia t ely after lunch. 

I t hink so. 

Could •1eT 

Yes. 

Because 1 t may take longer. 

Harold? l'lhat did you find in Philadelphia? 

We spen t the day in the 111nt a t Philadelphia , 
•:ent through t he whole plant. It looks very 
good to me, Mr. Secretary. 

Does itT 

Ver y good. They have a very capabl e man in charge 
there. 

Have you got that particular office started, the 
one you were 1nvest1gat1n.g? 
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Gr&VUI 

H.M, Jr: 

Graves 1 

Graveu 

Oravee: 

H.M.Jr: 

Gravea1 

H. U:. Jr: 

Boll: 

H. b!. Jr1 

Sells 

153 
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IndS.napoliaf 

Yea. 

Yea , I sent that man out thoro. He arr ived 
there Friday morning. 

Good. 

This investigation tba t Kr. Cochran spoke or, 
tho people pretending that they wore representing 
the French and British Purchasing Commissi on, I 
took that myaolr to llr. KcQuillan, the special 
agent in charge, Saturda7, end went over that 
with hia. I think that before we tum that over 
to the Post Office Department or possibly to the 
FBI , we ought to know a littls more about it than 
appears in that correspondence. 

All right. 

So we are going to make some prol1minaty investi­
gation of our own to try and find out what 1e 
behind all this before ws make any reference of 
it. 

o. K. Anyth1ng elsef 

that 1s all. 

Danf 

That -tter that Senator Wagne r spoke to 70u about 
on the int erlocking directors of t h e bank seems to 
be pretty d ead, The President told htm that he 
would veto the bill again and we called the com­
mittee up there and they said they were not going 
to aak ue for a report, they didn ' t think the bill 
would even b e consid ered by the ocmmitteo. 

O. K. 

Some time ago you asked me to - or the President 
asked ,.ou to give h1m a report of the comparative 
coats on the Sel f-Help. Well , we have got one 
hero and 1t is pretty well qualified . (January Sl) . 
There are some elements 1n the three things that 
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a.l!.Jr: 

Bell: 

'll\omps on : 

H.M. Jr: 

Thompson : 

H, !.!. Jr: 

Gast on : 

H. :.I. Jr: 

Thompson : 

- 11 -

don ' t make them coll!p&rable. 
whioh you can send a long if 
don't tlUnk i t IIIS&na a lot. 

I would like to read 1t . 

That is a ll I have. 

I t i s a l e tter 
you want to . I 

Here is a memorandum on Mr . Fl ynn (January 29). 

Yes . 

Here is a memorandum on the Cooptrollers of 
Custans . (January 29). 

Wel l now , look , I don ' t think I am lunohing with 
him until Thursday, see . I think I had better 
take it all over, this whol e business. 

On tha t matter of t h o p romo t i on of Poley, we 
found tbat it wouldn ' t be a promotion at all. 
He has got nothing to g ain by being transferred 
nnd under t h is reorga nization plan, t hose who 
have defini te terii!S are to remain unt il their 
t erms are eerved out and he has a definite term 
as surveyor, expiring in ' 42, s o it would see111 
best on his a ccount to leave hill! as s urveyor , 
because h e would gain nothing by being transferred 
to the appraiser . 

Something elaet 

No. 

O. K. 
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TO 

'"'"' 

TREASURY DEPA.RTMENT 
155 

INTER OFI"'CE COMMUNICATION 

DAU J&DJIIJ'T 29 t 1940 

Joaepb P. Cotton, Jr. 

Re: Coloabia. 

After a:r aeesaae tbrout)l ;rou to the Secretary this aonlinc 
with respect to Traphaaen'o reaction to the propoaed aeeti~ 
with the Colo11biaruo Thuredf(f of this ., .. k , the Secretar;r aeked 
•• to talephooe Berle to ult hill to find out whether ouch a 
aeeti.Dg would be eareeablo to the Col011biana. I called llr. 
S.rle. Be told M that there - • a ...., el-nt 1D the situation 
which ai&ht ll&lte ouch a ... ung iDodrloable , ~ tilt tact 
that the Coloabi&Do th1e IIOJ'D1.ng i.Dtoraed the State Deperta&Dt 
that th117 had reeehed 1Datruct1oDS froa Boaote which apparent­
~ will not perait thea to otter two aUllona &miUill eerrlce. 

UDder the cl.rcwuoteDeee , the State Departaent ia coDSider­
ing the Secretar;r '• request that th117 tind out whether auch a 
meeti ng would be agreeable to the Colombiaoa ..00 will i.Dtora 
us abo~. 

There is elao the tact that llr. Welle& returned todq aDd 
llr. Berle aaewaea that 11r. Weilea, rether thaD hiaaelt, would 
b-.ndle the -tter ..00 atteud &111 auch ...tine • 

UDder the cireuaateDcea , I th1Dit it ia &D open questioo 
whether a aeeting at this tiM which aigbt lead to a breakdowo 
would aerY& &1Q' uaetul purpose. 

• 
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Deu II zh\Jill 

!baBU t• ,... lett. ell 
z-ur lftll wttll ..._ ..-1 .... •• 
of J'IIU IJ•••• *illb l ..... •Uia ,,.... Ia'-"· 

I U4 •' tb1llll *-' l u 
IH \110 4q ..... JW wdd lit ., , .. 
'"' ot Ute .,.., .lldrllll u Ue 
Uaolplo - at llbo ...U lileft ~ 
toUilll _, ... -.:, .. , •• ,., ••• 
- ..... fall• et ....... et 
R1Uu ..c aat old - 1-.ua u 14 
ban erulo4 1a to Ub ble Jl,Moo 

Mlll ldM "luUo 

sta .... lJ'. 

•· • · ' nhlJil 8ul••• II h\1 hnn, • 
1ft ton_ I. Y. 
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STRICTLY CONFIDENTIAl 157 
TREASURY DEPARTMENT 

INTIEJII Ol"''lCIE COMMUNICATION 

DATil JN111&r7 29, l94o 

To Seeretar,r Morcent~ 

FIIOM Mr. Cochran 

Mr. LiYOIO.f of the State Department telephoned ae at 10 o'clock t hio 
cornlnc· Kr . llurole.r of the l(e:dc&n aection of the llep•rbent, who vaa 
unt i l rocentl.r Secretary of !mbaao.r in l!e:deo Cit.r, ¥81 wit h Mr. LiTeae.r. 
The latter told me that Burole.r had received a confi dential meooace b.r 
tele.,hone from l~e:dco Oit:r ye oterda.r in regard t o tht .. tter of trana­
ohl~onto to Ruoo1a. The poroon with vhoa Burole.r opoke ln Mexico Cit7 
""" BQ&1'dod ln hla connnation , but let 1t be lalown t hat hlo into ...... t 
had In t ho put ouppllad. aolll coed 1nto.-t1on aDd 10111 incorr·ect lnt'oru­
Uon. Tho preoent report 1a that the oteemohlp Ou8.raquil ( vhlch accord.lnc 
~• our record.o 1a the .f.&eri O&D Ttooel that left llow Ton: on Dece,.ber 211 
tor !!an•anlllo f or tranuhipeent) 1a nov at V.ansa~:~Ulo. It h aald to 
r.an ttoppod. at oea naar Maz>s&nlllo &Dd to haTe unloaded II&Chlno cwoa. haDd 
crenadeo and cert rid.cet to .. 18111 unknown Teoaal, poaaibl.r for Ger.&D7. 
There VBI alae the report that there .-.,. haTe been acme COld unloaded 
tither to t hla omall Teoool or t o t he Ruaaian ahlp, whooe ~e io unknown, 
which 1o nov at l!anzanillo to take the copper cargo which the Gua.raquil 
h to unload t here. llr. l!uraley requeated Mr. Lheao.r to aak u a to guard 
t bl o I nformat ion • err carotully leat t here be aome unfortunate repercuaolon 
on the Informant. I aaked Vx. LiTeoo.r if there mlcbt ba aoma American 
butlnou ,.,, In ohlpplnc or ainlnc, at Mansanlllo (vhoro we lll&lntaln no 
co~~lato ) who could aalo:e a opot ln•eatlgatlon !or ua. Be and l!urole.r 
thoJght there vaa no one there who could go • err far Int o t h lo :attar !or 
uo. The.r aoked, 1n turn. If tht Trea 8U17 adcbt dea l re t o aalo:e a clooe chock 

on t ho copper &Dd other carco laa Tl:>t; Jlev Tor lc f or Rueda, with tranuhlpment 
planned at a •re:dcan port, t o ate 1t lllUill.Uono or col d u:t be bidden therein. 

:!r. Linsey confirmed that the Troa8U17 telegraphic 1nq111r:r bad cone 
out to tho Embnoo.r at l!e:dco Clt:r. 
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A pbotoatat ot Lubin' a • ..,randua, 
tb the President'• O.Jt., was 11Ten 

to Barold s.ttll an4 a photostat was al.ao 
c1nn to )lr, Lubin. 

B. S. It, 

ll'eb, 7/4JJ 
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U. S. DEPARTMENT OF LABOR 

IIURfAu c. ~ STAnmcs 
WASHIHGT'OH 

ltuJUAr)" 29. 1940. 

TIM Boaorable 
Sec:r.t&r7 of the rr.&INrJ 
11uh1Jiit.oo, D. C. 

l(r dear Mr. Secntary• 

Attached herewith is a allort Maor&DdWI beariJ1i 011 

the question of the need for WorMtioo on the an.U.abllitT 
ot skilled lebor in certain ke7 war l.D.cluotries. 

As I eta ted to 7ou in our connrsatioc todq, the 
Bureau has been instructed b7 the COCCl'las to ..te a COD­

tinu1.ni 1tud;r ot the outloolt tor eaplo;y.ant in the ftJ"iOWI 
1ndllstr1es of the countr,.. S... of the t\mds appropriated 
tor thia purpoae could be used tor an a..diata SI1X"ft7 of 
those inclllltries that are threatened with l&bor allorta&••· 
All that wOilld be reqllired to proceed a..diatelT would be 
the appronl. of the Pr .. idant &114 the Director ot the Budcet. 
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Fr~: llr. Lubin 

U. S. DEPARTMENT OF LA80R 
IWIIIAU C. ~ STA11ST1CS 

WASHI.HOTON 
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Intono&tian aftil&ble to the 1liU'Mil of Labal' Statietice abon · 
tbat carte111 plants, partieul.arl,r tboH unutactur1111 airplaD.a aDd air­
plana OllliDu aDd tboH unufacturins Mchi.Do tools, are fiDdin& it 
1Dcreaaillll,r di.ttieul.t to &ot periiOila rltb the proper ~ck&rOWid aDd 
t.raii>1.Di to fit iDto their or&aniatiana. Up UDtil the ~-t t11q 
ban baeD t1D4iD& the De081M17 alr1lled worura 1D the , .... r&l l.abar 
auppl;f thet hu e.lrMd;r ~en trained b7 otber iDduatriea. The iDCNUilll 
dlliODd for aldl.l..s labor b7 tbeae other 1D4uatriea, howeYer, baa ~w 
a aituatiOD whore h1&hl,r aldlled labor ia no lOD&er c011pellod to 110ft 
to otbar iDduatriea. U industrial rerlnl. allould continue to iDc:reue, 
e..n at a IIOderata rata, it rlll bee,_ iDcreasi.D&l,r ditfieul.t to c•t 
labor to IIO'fo iDto tboae areaa whare the a1rplaDa aDd airplAne en&1M 
1Dduatr1ea are locete4. In other worda, iDcraaaiD& 1D4uatrial actirlt;r 
will result 1D 1\lrt.bar c011petit1011 betnw the older industries aDd the 
airplAne 1Dduatf7 for tbo liaited u:l.atin& ouppl,r ot aldlled eratta. 

It should be borne 1D a1lld that oftn 1D an 1.Ddllatf7 like the 
airplAne aDd airplAne &D&iDe 1Ddultf7, the ....-..r ot worltara who requ1n 
)'MrS of treiDiDI batore the7 bee.- profici ... t rlll aot J'WI 1D -~~ ot 
20 percent of tho total labor force at the aoat. lioftftr, theae 20 per­
cent are tho tiDal dotano1Dallta ot the ozt&Dt to which productiCIIl can be 
expended, Tho roulnln& 80 percent cannot be •IIPlOT•d unless the ko7 20 
percent are anilable when needed , 1bia aituatian 11 not unique 1D air­
plaDe produetiCII. It ia oqu&l],r applicable to otbar t;rpoa of 1D4uatrial 
acti'fitT aDd 11 ....., fOWid 011 ll'.t. projoete whore carta1D aldlled kaT worura 
are Ul&lltial it o.pl.OJ1MIIt 11 to be pftll to •mM1llod wortara. 

There 11 DO accurate 1nt.,....t1011 aftil&bla 11 to tA• probable 
deaanda tor ak11lod c:ratta aa iDduatrial actirltT incro&Ha. •or ie tbere 
lll1 accurate intoratian anilable u to tho auppl,r of aldlled c:ratt.en 
1D ftl'ioua occupatians. .t. 8\U'ftT allould ~ ado at tbo aarlloat poaliblo 
-t which rl1l ~ upt upaD botb tho doMDd aDd the mppl,r ot 
olr1 ll od er&fta it we are to &'IOid bottl&a.ecka. 
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Mr • .,orgonthau - 2-

1. Studies should be atart.d 11Kedl.At.tel7 of U.. probable d..and 

for certain tJpes of lk11J.s in different 1nduetries. The areas which are 

ot the m0110nt threatened are the Mtal trades indUstriee. Those include 

uebine shops and fOUDdrita, achino tools, airplanes, airplane qinoa, 

a:~d sbipbnlld!ng. lD eacb of those 1nduatr1u the problea reaob .. 1taol.t 

into a llaited nuaber of oldl.lad oceupat1one. 

2. A etucy should also bo JU.de ae to tbe supply or workers in 

particular crafts. Tbe crafts selected lbould be thoee wbicb will probab}7 

be required b7 tho •teapor&J7 ear,.enq• and wor neade. 

3. A etud,y should also be ll&de ot current eaploycent and tbt 

occupational co.poa1t1on of the worldni force tbat is now oaployad. lD 

ltll.nY cues tbis group ~ in tact turn out to be the pr1a&J'T source of 

tho i-u&1111T aftilAble eupply of eldl.lad labor. thus, tor ~e, tbe 

aut.-bilo 1nduat:y ~ nll haft to baeaoe the • Uote ~ souree 

o! supply or tool and cl;re aakera. 

4. Iotorutioc sbould also be secured Oil tbe supply or tr&ined 

but IIDeaployad workBre 1n Y&riouo crafts. A large volwoe of data u 
alraad)' anilabla in tbe files ot tbt UDi tad States l!:.pl07<"'Dt Serwiew 

end 1n the f iles ot tbe 'lllrious trade unions. 

lt should be eapbasized that even tho\l&h tbo 1uodiate eupp}7 

0~ skilled workers in a atven craft 1s l.Uitad to those witb requisite 

trainina, tbo potentjal aupplr dopel>ds upon the nuabar of those that can 

be odnnced hoe l""er to less aldl.lad grades. Althousb apprentiewsbip 

1a on isportent aspect of the probla, it should be eapbadzed that 1n 

on •~ergency 1 1 t ~ be nocoesar)' to consider wqs of lliniabing "tbe 

training period. 

Tbo 1a.ed1ata need is a etucl;r of tbe probable deaand for eertaiD 

tnles of skills 1n certain potential bottleneck 1ndUetr1u. Such a otucl;r 

could be made in a relative}7 short pariod of tille and would coat leas 

~than tlO,OOO. 'lbe question or tbe labor supply available to 110ot our 

Pl'Oboble needs would inYolvo at l out bo or three aontba and would involve 

t.l:t oX}leJld.iture ot about t 20,000. 
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Durine tbe period J\me 111 - J\me 28 , 1939, tbe Bureau or Labor Statiatica 

conducted a Jlllt1on....r14e eurvey ot the ail'erart and aoro-ens1De 1Dduatriea 1n be­

~.alt ot tbe Intertewrt.oe:ttnl Ooa:U uo.,, 

• 

Tbe pril:lar:f pUrPOee ot tho aurYey wns to obtain occupational 1Dto!Wlt10D w!Uoh 

could bo uaed as a bash ot estimation to d<1teDl1Ae tbe l.Adustries• peroo11D8l re-

c.u1ror.u>nt3 1n a time of nstional omerseney, 

'l'IJo data wore obtr.ined throusll a personal vioit to tho mojor pl.ontR in the 

f.ndt•strios throughout thfl oountcy by a moznbor ot tho ato.rt of the Bureau ot Labor 

Stat1s:1ca. Tllo nhole-hoartod cooperation ot the co:opanies is ovidcnced by the 

cocplotenoaa ot tl:o data t'un:iahod 1D rcgaro to their poroonnol.s as of tho ti.olo 
y 

of the aurvoy, Another sratityins feature wns tho willliiG'oso with which QniJW'IIrs 

g.lvon to certain (lUOstions. Among those questions may be cited tho tollO\'fing: 

ilrc,so:>t pwnt fac1l1tios; proaent ohitt capacity; spnoo uvnilable tor oxvaneion; 

schOJ:IOo tor the training or pcraonnol ; prceoet n.~d tuturu stotus ot subcon';ractins; 

and the dilution ot labor, 

'lbo questions on tho dilution ot 1r oor, 1t oay hero by noted, covorod two 

1nov1tnbly will orioo tn a natioool cmorsoncy: (1) tho 

l'r.e!lity ot transfer of aomi okillod worlccr3 to sld.llod poa1 t1 one , nnd ( 2) tho oz­

t<nt to Vlh!ch folllOlo labor could bo ut111zod in tho ma.nutuoturc of ooro-onGiJlos Wld 

n!roratt, 

All to tllo extent of the cOTUro£0 or thG swnplo obtninod 1.D this s-.u-voy , th~o 

CQMot bo atntod 1D t oo prcoico t om:., '1'hc nvuilnblo cYidoneo doos hoorcYor 1nd1-

..,tc thllt , rolnt1voly, tho Ger.~plo obtoinod for tho aoro-on;:!no 1Ddu3tl'"/ doc3 oxcood 

Y Tho llurcou w1shos to rocord 1 ts t~s to ell ooopcrutin(l companies nnd to 
~no11, B. 1ouott, Proaidont, ADronnutiool ChoMbor of 0011rnorcc ot A:lloriCCl , 

ugh whoae SOod sorvioca tho oonte1cta were tno111tntod , thus co.:>bl1DU tho field 
work ~or tbo ::urvcy t o bo completed by ;rune 28 , 1939, 
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ot tbo o1rcrctt industry, 'lbo ostl..cnt cd eovoragco i n tcrars or worlcora CIIJ>loYt 

1n tho 1ndUJ!t r1oo ore 70 nnd 80 pc;reont, roapccUvoly , !01' plants ongaacd 1D tho 

rtlllufccturc of ooroplonos and those plonto OD/!OGOd in t ho mnnuracturo of ooro­

c!l41nos. Tho figures prcsontcd i n this report nloo include wcrl:crs one,psod i n tho 

,.,....ineturo of propellers. Tho f1&UrD3 do oct , howovc r, include worlcors o1161!&04 

ln tho ronutooturo or port3 end ncccssorioa , 

Tho IndU&trios• Pcr aonnol l)y Funct1cnnl Grouping 

llo"l>itc tho fact t:.Ot tho campnni o s aurv~-y.:d in .Tuna 1939 '"'ro ot dirtoroot 

levels or production o.nd a.lno difforod u:>.rkodly in rc~rd to tho extent to which 

tlloy nero cngasod i n dovolopmontlll or expor l.montal pro(ll'QJllo, thoro is o roiiiQrkoblo 

U.'WIW~y of opinion c cncornina tho o.lloc:tt1on ot tho poroon.'lols on n tunctloll!ll 

Tbua, "~~lyn1a cr tho doto shows th~t t~ inductri c s require opproxtoot c ly e 

J»rcont or thoir total personnel f or c4min1strot1vo- oxocut1vo purpo3C8o Another 

17 J»rccnt or tho totol force oro required tor on&inoor ina and oxpuriJ:Icntol -..orlc, 

'lbc rcreining 7:1 percent of t!lc poroonnol nrc roqUircd tor t ho physical ~~~~~nutoctur 

or noro-onginoa , propollorn, ond aol'Dplanoa. It is thio luot group wbiob 18 atud1 

letcr , 

Anotbor feature which C&U>r9)o fi'Cll this Cl&lllysis o! tunction.::U groupo 1G that 

in tho 1ndustri oo surveyed malo wo1·kors prooolllinoto , This , it should bo ompbnsizo. 

is pa.rticulnrly eo in ro(;IU'd to thooo worb.rs clossi!iud on di rect labor omployoea 

nnd those workora ClQ>loyod in the ol181noor ins Ql'.d cxporl..munto.l dcpa..""tmente . Io 

pa.int or tact , virtually ell or the rc=l.o worlw::-s reportc.d :>ro to>JDd 1n cloric:ll 

Clnd stenographic posi t1ons in t~ a4m1ni&h'Ot1vo-o,xocut1vu doportmonts. 

It 1s portinont , thoro foro , e t this jiL'lCturo to conn14or tho opinions oxpros a 

-7 tho Otfic1ola lntorvicwcd ooncomtng (l) t ho ortcct a 110t10D01 CIIOX'GI)noy would 
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eot- up ot t ho 1nd.atr1oe• por aonnole , nncl. (2) tbo oxtont t q 

,.htcb ro~.olo l cbor c ould be utllh ocl. 1n tho lncl.ustrios, 

As rel!"rds runotion11l sot - up , tho agroomont wne moat gonoral t hat under 

- rg:ncy conditione tho only group t hct 1'/0ulcl. bo berot>eod 1e thllt comprioing 

direct l:>l>Or o<q>loyo<~s. Nona ot tho c""'ponlc o nntloipoto llllJI' mo.rla.>d incro11eoa 1n 

t!lolr cdm1niotrat1vo or enainoorlng forces , thlli.IS)l thoro would bo 11 ahltt ot per-

oor.,ol rroc doslgll tuld research t o tho suporvieion or production, Thoso opini ons 

::.."'C> bor:>O out by two iolportnnt eonsiderntiono, 

In tho rtrst inotQDco , n nntlonnl cmcr goney would nccoos1 toto c. JOOrl:cd •trcoz-

IIIC" or t ho mnr.y tYI"'s ot noro-ong1nos nod acropln:'los ~t proaont boing mnutcoturod . 

l'>ch 11 slt\Ultlon in turn would portr.1t or mnnut11c t urc oa vlrt\Ullly a moea-procl.uctlon 

b.tslc. 

Jl>Jt cloaoly rolnted to this tnetor or •troozina" or typos is tlto nntlclpotod 

c!l:lnllO In the status or subcontrt>oting procoduro a . Under r.ot'II'Al conditi one ot 

:<>nut<:cturc subcontracti:l8 is noaJ.1.;1blo, On t :,o other hllJlcl. , under cmorgor.ey oo:1-

~itt·~• tho consldorcd opition or t h<. in4ustr1oo ls thllt eubco:.trnctt.na would be 

1\.GOrtci! to to n vary groat oxtOnt indo(ld. 

'!'bus, tbo com'olnntion or tho two taetoro noted would result 1n cor.finlnt; tho 

>ctlo;!tl~a or tbo plnnta 11;'Ycry l::rGO ..oo:uro icdood t o tho nlllCI!II>lb8 ct cng1no a 

:t.d :U rc rn1't • 

Under such condltlons it is ob•rioua t ht>t thoro would bo n radical chnngo 1n 

th• r,roporti oos by funotiorcl 61'0\IPlng ns 'or1Ycd ! ro1:1 t ho OJ>plcymont figural for 

t!.c L'lduotrios oa ot .Tunc, 1939, It 1a iolporta:>t t o not o , bcr.lovor, t hot tbo nb­

ooluto nuobou in t ho ad!l1nhtrot1vo-oxoout1·ro cr.cl. ong1:>cor1ns nnd oxporlr.lontcl 

t ) rcos would roM1n ratrly constant , The r.lCijor probl er. 1B bow tho nntl cipotod 

l..ttJou4 !ncrooao 1n dl roct l ::bor omplcyooa con be ... t . 
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;. partial ooluUon t o one ll:lt>Ortnnt ocpoct or tho prnblcm, IUimOly, suporrtaiOJ 

15 ot bond , All of tho orticials i.ntorvi<»~Cd concur 1n the opL"l.ion thnt, under th• 

co~dltiona postulct od ao rogo.rda "troc zina" of tYP"a o.nd ouboontractl.ng , they ooul• 

roodl ly utilize a largo proportion of thoir onc;i:tooriull atntrs for posi t1o::3 or a 

.upcrvloory ctlpaOity , t1 s ituati on which would bo t acilitatod to c. mnrkod dogroo by 

~heir tMI1Uar1ty with all aspects or tho cOm!)Qllioo• production cothod3, 

SUppl4ocntL'lfl thio ooureo of pot enti al oupi>rvicoro would of course bo promoti• 

fro<J =ns \IOrlcora prosontly CJlS'1&0d L'l production clcjXlrtJIIouts 1n non- supervisory 

pocltlo~c. 

'i'o CICOt tho roquiromnts of dil"ct l.c:bor cmplo;-ooa , howovor, it is Of intoroa 

to noto t!Ut no~o or tho off1c1:l!s oxproasod any on thuainSI'I whntco.:>vcr for i ntro-

duclr.c; rcmlo \lor:tora into the m.om:!octuring branchos or tho industl"i os, Evon 

cr>orsoncy cor.ditiono , uo!'lo of tho compani.:>o would be willi ng t o diluto thoir 

l:lbor forcoo wl t h fomnlo \'IOrkors to an e xtent oxcocding l~ porcw::t or tholr di rect 

~ 
llbor fOl'CCO. 

\\'hat tll1o porcontQ80 moll:ls ~ sross nu.'!lbora >~ill bo rovonlod il: too ensuinG 

wetlo=s, wh,lch oro concorr.cd mth dot:l1lcd :.r.olycos ot t to prosont sot-up and 

CGtbtcd futuro roquiro::o:.ts ot diroct lcbor omploycoa , 

Ccpacity Roquircmc;:tts ot Direct l.l.lbor l!.'!lploycos 

Aa ct J'u.oc 1939, t he nUl:!bcr of direct lnbor employcoa cllii"(lCd 1:! t he IIIQIIu!act• 

or noro-onsJ.noa lll!d propellers wns 8 , 471, To.blo 1 olao nhowe that tho numbor ot 

Y It 1s understood that iu F'rtulco, Groat nritaln, lll!d Goma.:1y up t c ono hal! ot 
tho l'lbor supply In tho aoroplano (not aoro- oncl no ) i:~dustry Is i'Gmalo , Tho t och­
elc>l pooc1b1l1ty or usinG tcmnlo l.nbor thoretorc I!JIJ.Y bo :p"Cat or th~ that vlcual­
izcd by A.:lorlc::n producor3; but tho !lldu.atry ot orts vi th ::. u:::ml.mous oppos1 tlon to 
0 ~at oxtonalon ot rcno.l~ l.nbor citing World :1:u- c.xp.;r1unco c o a basis of oppo-

i itio:J , 
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Table 1, - ESTII.!A.TED NU\ml:R OF DIRECT LABOR EUPLOmES REQUIRED TO 

U'l'lLIZE EXISTII;G J.EROo£!:c i NI!! AND AIRCRAF'l' PLAJtr SPACS 

Induetry 

TO CAPACITY 

Nunbor ot direct labor oo?loyooo 

1 1 Roquired.l Allol"lod • 
1 Actuolly 1 to 1 for in 1 

I roportod • utilize lez::ploy of t Grand 
• J une 1 oxioting •cCCJpiiJlies • total 

1939 • epoco to• not 
1 capacity• •.urv:...:.~ey~od=-'----

I I 

Acro• onginoo llJ1d propolloro •• 1 8,471 I 13,429 I 

35,754 I 59,246 I 

I 

1,500 I 23,400 
28 ,000 1123 , 000 Aircraft •••••••••••••••••••••' 

I 

!/ Ineludoe oll -wgo onr noru , clerical workuro a nd ouporvisory otatr, 
but oxcludoo oa ployoeo in tho engineering , doeign, r oeoarch, adcinio­
trc tivo and oxocutivo dopnrtmonte , 
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dt-t labor OIIIP1oy"o" o~ 11: t bG aanutllctlll'O or cwrcpln::os v:>:J 3:5, ?M, 'DID eo 

rtcurca, bo 1t notod, rot or o:Uy to tho C>OIIlpCUlioo o.ct Wllly IIUl"YOy<ld. 

,,..,., oo.ch or tho compru1ioc rial tod , ostimo.tos woro o.lao obtained concom1ng 

(1) tho proa.'lnt ot>itt capacity, aud (2) tho oxt or.t to which tho productive porcon­

Mls could bo inoronood so ns t o utilizo thoir oxiGting pl4nto to oo.poeity, 

AD ro3Qrd& quootion 1 , tho ostirlntoa rovonl tbnt n<m" of tho cor.tpruli os """ on 
y 

n 3 full-ahift bnoie of 40 hours por wool< of :5 dnye. Al:long tho coro-cngino plnnto 

tbo prcvc illng shirt bnoos 1n .Tunc 1939 ""ro npproximt cly tho 3C.!:IO . Sy co,trnr.t , 

to question 2 woro co;;aictontly Wlifu= for bot h UU:uetri~o. 'lboso clonrly indi-

catod thot un 1oaodinto Olllo.lrgoncy could bo c-.ot t o o J..trao extent by rov:urpinG oxio 

l"'! pl.c.!1t oquipmont 0 o.nd thus obviating rcquiroo.:>nta f or pbyoioo.l CXprulaion of 

• !I 
plant in tho '''D:I ot now build.in{;s. 

Conaoquontly , applying tho information furnishod as ouswuro to quostiono l 

OLd 2 cbovo to tbu :nunbor of direct labor ompl<>y<)OO cotuo.lly omployod in J'u:w 1939
1 

thoro ia obta1•10cl tho nw:~bors ot productive worl'.ors required to utili zo plants to 

c:pccity worl:tuc on 3 full- shifts of 40 hours por wok, tho chitta to nm frcol 

7:30 to • p, a , ; ft p . m. to 12:30 n .n . ; 12:30 o. , a . to 7:30 n.:~, Ill o.ll ot tho plant 

sunoyocl thoro is o dow;)-poriod i n o:tch nhitt tor lu.~ch, ordildlrily ho.lt OJl hour, 

'¥ '1'00 lnclu:~try boliovon tllnt plo.:lt co.n bo mn1ntn1nocl in continuous opo..rat1on tor 
~ hour:~ with inctdontlll maintonanco nud rvpoir r~ with GB hours for maintenance 
Qnd repair ovur tho wock...,ad when productlot. i o dO<m, Tho !Mustry hos b.o.d no 
cxpcrionco no yot undor ~~oc-production oonditiono to i ndionto what down-J)(Jriocl 
is nocoasnry in oncb 2• hours, end , wbotbor it io (ll'(lntor thlln t bot provided by 
tbroo one-bolt hour lunch pori ocls. 

Y It 1s or intoroat to note t hct v1rtunlly <Ul of tho ottioi o.ls i.:ltorvicwod bocl 
OXporionco i n ono i.c4UDtry or nnot!l~r of tho poot-wnr adjuetJDOnt or ovor-oxpnnclod 

f lantc. Tho roluotnnco to expend pl=t s botor<. utiliz!Le to t ho full proaont 
•cllitioo ic thorotoro quito cxplicnblc , 
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'lllo roapoctivo riguroa ot di roct lnbor CQPloyooe t or t ho induetrios r.ro 
· '# 

l 3,<129 tor uoro-onai no ""-!-utnct\11'\)s and 59,245 tor t he I>Qnutncturo ot Uircratt , 

~aruor 1n this diecuosion tho stntvmont 1>::8 1!lnclo thbt t bo sll.r'roy covorod 

epprox!nlltoly 80 poroont Of all cmpl O'JOOC directly in t ho :oonutuoturo of o.oro-onalno 

o;:d 10 porooct of tho workers ongngod in tho 111Wlufact11ro of o.irorott . Consequently, 

, ll.,l.!<a c 20 percent 1ncroo.so for coro- ong1no pln.nto a;ul a 30 percent incrot~oo t or 

elrc::u't pl:lnta not COl\tae~d 1n t:tc our.oy ot 3\l:lo 1939, tho ccpo.cit)· ro-.quiroa>nta 

for d11'1.c~ 1~\oor O"'\l)l.,ycco :>:rc , rospoctivcly, 23 ,400 t or ooro-ons.tncs ond 125,000 

tcr e1rcru.1"t r"'-1mta.cturcs. 

:lh:;t thoao t i auroo ..,an 1n tol'l'-& ot actual qu.ontitios or on,;l.L;s, propellers, 

' r ~cruplm•o• C:lniiOt bo stated. Scvorcl r _.otoro vitic.to en;· o.Jtillnto>s ;ibatsoovcr 

' til ouch tlno ns an nccoptllblo • ynrd- sticlt" hbo boon dcrivC"d . 

O~o pnrt at l ocet of tho omor gc!lcy _,roblon , namoly, croun~ space , prooonte 

to ~ lffio·Jlt;r t o tho i ndustries. Ir. point or foot , us fur as ground epceo 1:1 con-

corned, I t b:lo boo:> 5h< wn t h:lt tho industries nrc in a pooition t o illr.odit~tcly cope 

with Clll incronood productio!l l oad for in oxcoss of nom:11 roquircecnts :11thout ro-

<:<rtins t o oxpcu:.oi oc <>t ox13tll:;; plants. And oven 1t c xpcnG1on is r ound :>occos:1ry, 

:t.> cvcUobllity ot apc:~co will bo no probloJ:t, \11 tbout oxcopt1on , all or t ho phnta 

lu:" 'l.-:plo gro1111d ~~p<>co ndjace:>t t o their proso:>t s itoo, which nrone tol:cn :>a a 1'1hol 

'-'Nl.d cnom oual,y n\1801Cnt tb.:: industries• productive eapnoity, 

21 Nor Ia thoro any problem ot plant opoeo , Thlo particular situntio:> 13 =do 

?I Tho oati1:10tod tisuro rma derived rrom tho ompl .. mnont ticuroa rcr aoro-ongino 
txt"lut'I'J.cturors, 

Y At loaat i n t ho tiret 1nstnncc the ecntmction ot dosl&n nod roso=h dopnrt1110nte 
wiU prcvldo lnrso <U'Ooa tor new productive m:>chinoe . Tho procosc ot subcontrnetine 
~~. 1'<:1"().80 ~hor opoCO 'but !!!Ay 13lisc problol"l Of plMt !!!)!?,CO aag tho subcon­
• . tpc lndUIItr1o1, 

171 
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poroonnol-.o.roe> rol:1t1on ah1pa tor tbo oatiJllo.to<l CQpoci ty 

r<:quirc..J<>::.ts. Thuo , c.ceorcli"(; to the. 1nfo=t1 ;n f'Jr.Ushccl by 8 or t bo cirer-...tt 

eOilJ''ll!loo tbo cxiotiug plcutc co~ttQin 3, 394,!173 aqUQro f oot , Tho eapooity direct 

Lobar roqlliret~C:.ta for t booo SC.OO 8 Oot::l""'IOa is Cstl=tod t o bo 70,379 worltcro, 

The ro:l\ll.t i s that 50 ll<lUClro root or grou:t' opaeo Qra roqu1ro4 tor oe>eh 41roct 

~~ o-:pl ?yoo o~ in tho =uto.cturo ot aoroplC1noa under onorscaey oonditiona. 

_7 0.,. U'Qct , i n tho l:'.::>.nutCicturo ot Qoro-o"Ginoe tho c\hoet l~bor aroCI rolnticn3hip 
?} 

ur.ter ca.:.rgcney cond1t1ono 1e 90 &qUQrD t oot <:f Jl'OW'.d spoeo , 

."c r.co< t ho ., .. Dl'c;>t.ey roquiror:wnts ot <liroct lnbor cnployoos , h"""vor, t::_ 

Surc•u Is of tho c.pJ.ni <>n thc.t tho i u<lustrios 11ill bo o~:li':rontod with o. ror..li<lc.blo 

•ask, And to g.!"" o sot ti.lC to this ccpoct y:: tho Np.>l't , co::sidc..rctlon vUl 

fir.t bJ stvcn t~ tho eocpooiti on or t ho roopoctivo industri?a' )..:llor t(lrcos by 

Diruct Labor Et . .gl oyoos by Skill· Croupil.C 

II: its c.xtonoivc work 1n tho field ;,f uo.cc "'"4 hc.ur st:.tiatics t or J.ndustrio a 

t!u\, uJ!lUt tho country, t ho ilurouu of Lcbor Stet1ot1co btts r ow1d th:>t, in tho 

:~!;(:tee, , r spccitic j eb C.:"8Cri;.t1GnG , the C(.o::utcllsus ot opinl;m ?f tho ao.:lut':tcturcrs. 

Q/ 
! :1 NCO.rd t o skill is gonorclly hiflhlr :roliCibl<:o Conooqur,ntl.y , tho tie,uros na 

P"-<t~toJ In t :bl o 2, y,1Uch 11."'0 n O\ll:lp;:&ito or t ho oceupaticmt.l iDfo=tion tur­

olsl,cJ , ccr. be nccuptcd r.a bo1::~G roproccnt lltivo or t !lc lniuctrioa ?n the bnsio ot 

'!/ k.• th<.r lmpol'tlll!t rel..ticn<lhip t~ bo doriv<>c! tr<r. t hose tt:;uros is tllnt which 

cxlsto bot-noon t ho t-..o bro.:1ch<.s ut ~:~<.nutnoturo. Thuc, on t !lo basis ot tho llctuo.l 

flg\lroa rnr Juno 1939 t h;> r:.tic .)f <liroct lnb<.r f or coro-o>.Gi no =utnoturoa to 

tho dll'llct labor required t . r tho ao:outr.eturo ct niroro.tt 1s no l t o 3, Or. u Oll:­

pcctty boats t!>o rotio tG '\pproxll:lnt;>l:,r 1 t o 5, '1'!'..,110 po...-ticul.tlr l':lti<>o a;.y bo ot 

raJ...., I. dotcr.:Uning rcquiro::sonta t <>r n pl<l::t cng;:god 1.'\ t!lo proeuctt.;m ot both 

<n.;i~. e nad noroplnncn , n tonsiblo proposition t <>r Or.¥lrtcncy coll4itiono, 

tl{ TllD urgency or tho GUrVoy 41d not permit or ti<lo whuroill t o coap1ln o eat ot 

<flnltiocs vh1ch wvuld bo npprovcC: by tho indw:trioa. Tll<'.t sue:> mtoriol is nnt 

'voll~blu Is ovidoncod b:f tho tact tht.t iJIYCricbly tho c.uthcr ot thia report Cll 

ruquootQ4 to otc.to hie opinion on nlcill. rr. gonorol this <ma possiblo. It r-a, 

~""ovor , n::>.nitootl:,r l.mpooaibln t o do thio t vr oll of tho oocupo.ticns in t!lo ill- 172 
~ustrtoo, - 9 -

Regraded Uclassified



. ., 

Table 2,--DI~miBUTIOII 01' JIRECT LABOR J.:W'LOYL"l:S.!/ Ill TilE 
AERO-SIIOiliE AIID AIRCFU.M IIIDIISl'RIES, DY SKILL, 

JUNE 1939 

Industry Total 
I Skilled I Semi- un-

.I.Gtually reported J..ne 1939: 1 

Aero-enr;inoa and prop e Hero 1 
Airoratt •••••••••••••. ••• . • t 

EDersenoy capacity requirements: 

1 wor~ra 1 akil1ed ak111ed 
t workers : 11r0rkers 

I 

8,471 I 

35, 754 I 

llW>bor 

AOro- en&inea and propo Uers1 23,4oo 1 
Airorart • •• •.••••...••••. . . 1 123,000 1 

6, 341 I 

}8, 622 
8,658 

54. 366 
8,401 

}0, 012 

Aoro-on01noa and propeller• 
Aircratt •••••• •• • • • ••••••••: 

Porcont 

100, 0 I I"" 27,1 I 

100. 0 31.4 
37·0 
44.2 

1/ Ino1udeo a ll ..._;;e earners , clerical worker a and supervisory starr, 
~t oxoludeo omployuea in tho On&inceri~, doair;n, r osoarcb, adminia­
trathe and exoc11tivo dopartz>ents. 
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y 
:1 bro<>d crwPIJIS• or tho vorlcora by skill. 

TbO tigUl'Oa 1n tllb1o 2 do rc.Yoo.l tb4t 1::1 both indUDtrioo ac.aillldllod worltl>rs 

prodomJ.noto , Thus, in tho mfll\uttleturc. ot llOro-onsinoa eomiokilled worltora 00111prisc 

:!'I, O po~nt or tho total cl.iroot lobor tore.:. , By ecntr:lst , 1n tho ::Mlllutcoturo ot 

coropl.Clnes tho proporti o" or workora clcssitiod no sc•uskilll.ld is as hii!JI no 44, 2 

percent . 

Alae 1n tho aoro-ongino incluatry it Ytil1 bo notod that, while alcillod worlrora 

cabmCO 27 ,1 porcont of the t otal lc.bor f.:>ro~ , tbo Ullokillod TtOrkors COI:IpriOI.I 35, 9 

percent , On tho otwr lul."lli, in tho niroro1't ind\!atry, w?lilo akillGd workoro inclu. 

31.4 porcont or o.ll diroct 1cbor omp1oyoos, tho proport i on o1aso1f1od as unakillcd 

lEI 
is 24.. 4 porcont . 

TbOSB proportions by skill -groupinG, it llill be noted , Clro bnsod on tbo on­

t l cyoont conditions which prova1lod in Juno 1939, It 18, I!Qo;rovor, or intorcot to 

note th.lt usdor ouooraoney eoncHtinno tho consonsua or opiuion io th.-.t thoBo pro-

porUona by sldll-groupt.ng \'Ould not bo n1torod QQtc ri:U.1:;-. As o consoqucneo, tho 

omorsoncy C<lpo.city rcqu1romonts of d irect labor by okill for tho t wo i"'Witrios ""' 

roo41ly derived, 

Thus, 1J:. tho coso or norc- o114;1Jlo .=:nutaoturae thoro mll bo required 6 , 34.1. 

stlllod t:arlcoro, 8 1658 ocmiok1llc4 nc.rkcrs , Q;ld 8 ,401 unekillod workors . In tho 

IJQno dosccdnins ordor o:r skill tho oorrospondinc figures tur tho oirorott iodustry 

n.ro 38,622, 54,366, nnd 30,012 dll'Oct labor onp1oyoos. 

Y It ahould bo borne 1n rund thot this brcnA\·.•rn by sldll cover:: plonta at 'f'Driou 

loYOlo or production , and whioh co.rkodly cl.itfc r 1n rcsnrd to t hoir dovo1opmontol 
Cllld oxpo.rimcntnl progrnmc, 

W lt ahould be oapiiQcized that tl:o ltifteroncoa whioh oxiet between tho t Tto 1.u-

4118triea 1:: rc(lQ%'4 t o aldll -grwpi."!g munt :-:ot bo rend no inplyi::g n arantc r or 

~oceor c!osroo ot oklll rcquirooo:-:t , B:loh 1::.4uatr.( oh.:>Uld be CO;l&icl.orod no n:: 
"-'-tity 1n this rcsnr4, 
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n:.t t bOeo tiguroa l)I)QD in t o m.e ot occupc.ttonnl rcquir'OIIO.:te end in rolntion 

to 1.1ber supply o..'l4 do<llll!d will nO\l bo conoidorod, 

Lnbor SUpply cnd Do.Nlnd 

Based on oxpori onoo ot direct labor roqUiromonte under no1'1:Ull OPGmt1ng con­

ditions, tho ottioiule ot t ho companioa intorviOI'IOd maintain t bat tbe l.nbor mrlcot 

areas adjo.ecnt to t heir plonts nrc lllllplo t o mout ~)' roquiromonts, Tho"" opi;li one 

o.ro, in general , cleo borne cut by en lllllll)'llie ot t ho G:flllbola co~:.comin8 supply 

d 'o=d placed :18Q1nat occh occupntiop on tho achodulo contnin1ng tho intomct1on 
w 

tur:rlshad by tho cooporc.t1ng tilUIIo 

Doapito thlo s ituation, tho Burc:1u ill ot tho op1llion tiu>t such opti.IJ1aa hoe to 

be eoYoroly qual1tiod in rognrd to oYon t he oat1mtod ccpo.city rcqulromo:~ta ot 

For exnmplo , since noit~or or tho i nduetrioa or.ticipnt os diluting it• labor 

toreo by moro then 15 poreont through t ho ompl<'yme:.t or tcrnclo lcbor, it wollla . 

bo tccod with the obtcini:Jg or c l:lbor rorco compriaod almost entirely ot lllllo 

wcri<.rs. I t 1a cleo t o bo oxpoctod thct tho labor rorcea or other iru!ustrica will 

!1011 in c Mtionol omorgoncy it is to bo cllticipo.tcd thct tho competition tor 

oolc labcr will boooC>O ccuto in all locollti.oa wboro monutncturiJlG industrioa oro 

ostobliahcd , It 1a o.l ao t c bo a.">ticipntod tllct unl:or omorgoncy conditions thh 

00"'PCt1tior. t or role worlcors will bo cggrcvotod by t ho lll1t;rnt1on or juat this typo 

ot lllbor trom low to bil!)l-pnying orcas. Consoquontl.y, t o moot t horo ovontunli 

plo.ne OUGht to bo mac!o in ndvcncc , 

'lllo C'll:lj)Qt1tion t or malo l.::bor, it ia boliovod, could bo opprcci nbly reduced 

• a.:tu"8 up a soloct ud list or ~cupctlono for t ho two industrioa, IIIOJ>hor& ot 

li!Uob WOUld bo totally axnazpt trca po.rtioipo.tio:. ill 1111)' or t ho c.ctlvc aorvico 

W Soo Appendix A tor t acailll1lo ct ao!.">~~ ulod. 175 
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• 
ThO problou or1sin8 t1"0111 tho <UsroU on or lobor could be a1t14Pil~ ill 

J.nr&O pert by tbo oatnbllahmont or ston4ord r11t!la or liCIT ill cont181a0aa t!lrrUorioa 

t!INughOut tho country, tho =o ot courso to bo lorgo onousn t o inauro on ortocU 

ourtc1.lmnt or mi(ll'Ction, 

But ovon it thooo objectives oro c.pprovod, tho proapoctivo noeda ct tho ooro-

onsi~o end e>irorott 1ndustr1o:s !lovo still to bo npproochod now in o roo.listio 

= cr . A.'\d t booo neoda oro clo:u-~ v1auol1aoc! wbon tho diroct lobar t orooa ot 
w 

t~ two 1nduatr1oa oro ruw.l:yzcd on an occupoti oi:Cl boats. 

Copocity Roquil'CJ:ICnta o r Diroct Lober By OccupoUon 

Frco!\ tho 4oto proaontcd in t!lblo ~tho inciclonco ond i!ltonsity or t:.o oati.oat< 

enpacit:r roquiromonts or 15,400 worlcors t or tho ooro-ongino industry con roodily be. 

dcrtvod by arb1tror1ly closs11'y1ng the 41 ocoupotinne listed int o 5 groups boaod 

' n tho number of workers who will bo roqui rod , 

'l'llo intonai ty of tho labor roquil'Ollto~ta rovoo.ls thot 61 P<>roont of tho worlcoro 

ore osoontiolly in only 9 occupations. Thooo ocouPQUona, takon in dosconding 

O~r Of ftWllOrioo.l 1mpert~CO , O.."C Q S f OllOWS! Gri040ra (8, 9 porcont), 08aomblcra 

(8, ? porcont), bor.oh burrors (7, 1 porcont) , lobororo (7. 1 pc.rcont) , drilll.Da .mc.chiJ 

opor::.tors (6, 9 percent) , suporviscrs (6, 4 porcont), turret lathe opor-to:re (6. 1 

porcc~t) , 1n~pectors (5, 7 porcont ) , ::n' clcricol holp (4, 4 percent) . In obaoluto 

nUilbora t ho nbovo propert i ono rc.nec tram 682 t o 1 , 556, or o total or 9, 417 worlcora, 

In t ho twc amol.1or eroupa, on thu othor l\on(., tho numbore or occupotiona in­

·cludod oro , roepeot1vo1y' 14 :md 18, In tho t ermor t:.O proporti ons or lltOr lrore rtlnC 

fl'Ca 1.1 to 5, 4 percent , end in tho latt e r t1:0111 0 . 2 t o 1 .0 percent . 

W 'l'!to or1Ginol int!lnt or tho Buroe.u r.:a t o prooo1;t tho onolysia tor oaoh Uw!u.tr: I a dOPQrt..ont lll. bncia. This wr.s touo4 tntocoiblo duo t o tbo lnck or unitortlit7 
t tts roex>r4 llllOn6 tho roporttna ooaponioa. 
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Tab I e 3. --!:.ll>."'«l~l,C Y OCCUPA "l1 OlW. ru.le..tn ~HTS o~· DI !d:t T LABOR 
£1I?LOYBES .!/F~ 1liE AERo-EIIGlll! lL'DOS~T UTIUZIIlG ro 

CAPACITY EnSTI!lG PU.I:T FAClUTII:lS, J100l 1939 

()ccupa ti on 

ApProntlooa '· • • • • • • • • • • • • • • • • • • • • • • • • • • • •••••••• • 
Aa1emblers •• •••••·•••••••••••••••••••••••••••••' 
Baffle maker a •••••••••••••••••••••· ••••• •••••••• 
senoh burrorD • ••••••·•· · ••••••••••••••••••• • •••• 
B1Aokac1 ths •• • ••• • • • • • • • •• • • • • • • •••••••••• , •••• • 
Boring aill opera tor s •••••••••••••••.• ••••• •••• 1 

Bullard mult1~t1o ••••••••••••••••••••••• •·····' 
carpenter a and box L'Akers •••• • ••••••••• ••• ••••• • 
caa tinc eleanore ••••••••••••••••••••• •••••··· · · • 
Clerical ••••• ••• ••• • ••• • •••••••••.••••••• •••••• • 
Copporeci tho ••••••••••••• .••• •••••••••••••••••• 1 

Corcs kor a ••• • ......... • • •••••••••.••••••••••••• 1 

Orllllf'IC :achlne opa.rator.s ••••••••••••••••••••• 1 

:oleotrlolane ••••.••••••••••••••••••••.••••••••• 1 

Gear cut. tore •••••••••••••••••••••.••••••••••••• ·a 
Gr lndote ••••••••••••••••••••• • •••••• • •••••••••• t 
Heat troatera •• , •••••••••••••••••••••••••••••• • a 

0.4 69 
6.7 1,341 
1. 3 194 
7· 1 1,090 

.¥ ~ 

.4 57 
1.0 152 
2 . 0 ,09 
4.4 682 

. 1 15 
~.2 343 
6. 9 l , o67 
1 . 1 166 

. 6 116 
6 .9 1, }56 

· 5 72 
Inapoctor • •••••••••••••.••••••••••••••••••••••• a 5· 7 876 
L&l>crere (,.,.inteDAnco and direct) ··•·••••• · ••••• 7.1 1,0')3 
L&tho (trt.Gino) •••• • •• •• •• •••••••••••••••••••••• 1 3. 2 495 
Lathe ( turrot) ••••••••••••••••••••••••••••••••• a 6. 1 933 
I..e&rners •• ••••••••••••••• • •••••• • ••••••••••••• , a 3·4 526 
l!t11ntont.nco ••••••••••• • • • •••••••••••••••••••••• • 1 . 7 263 
Uo tAl r.w:tltor tt ••••••••••••••• , •••••••••••••••••• a . 5 72 
U1111ng ~chine oporator s • ••••••••••••••••••••• • 2 .8 434 
tto1clora •• •••••••••••••••••••••• •• •••••••••••••• r .a 1,

9
o 

PaintQr a , ••••••••••••••••••••••••••••••••••••••• t 1. 0 14 
Ptl.ttornm.k\Jra ••••••·•••••••••••••········· · ··· • 1. 2 187 
Pipe fl ttcra ••••••••••••••••••••••••••••••• • • •• : .6 91 
Pla.tera •••••.•••• , ••••••••• , ••••••••••••••••••• t • 5 76 
J,ollahora •••••• , ................. , ••••••••••••••• t 2 . 2 335 
Scrow cuttlnc a.nd thrca.ding •••••••••••••••••• •• 1 2 .2 339 
S~t. ta.cor e •••••••••••••••••••••••••••••••••••• 1 . 1 23 
~ rc.1&htonora ................................... t .1 23 
Supor viooro (foro~~ . subforo~n end Aoaiotcnta): 6.4 979 
Teater a , enr;lnoe •••••••••••••••••• • •••••••••••• • 3· 7 5Sl2 
11.nem1 the ••••••• : . ••• , .............. , , •••••••••• : . 1 23 
Tool doelsnora •••••••••••• •••..••••••••••• , •••• a 1. 7 290 
Tool mo.kora ,, ••••• ••••••••• .•••••••••••••• •••••' 1.7 267 
Truolcore ••••••••••••••••• •• •••••••••.•••••••••• r . 8 126 
Woldore •••••••••••••••••• •• •••••············ · •·'""~~·;2"-~~~~2~7=-

Tota.l •• , • , ...... . ...... , •••.•••••• • ••• 1 100. 0 15, 400 
• I 

1/ Includes Qll '""'G" o:>rnora, olorioAl worlccrc o.nd r:upor viscry steff, 
~t oxoludos omploycos in the onginoor ins , dooi~, r osoQrch, Qdminis­
wAtivo o.nd oxocutlvo dcpo.rtc:onto . 
21 !'ypi oAl poroontc.go distribution on o.n occu['Cltionc.l bub oxolu­
~..., ot propollor ma.nufe>cturcs • 
.r Lcaa thAD 0 . 05 porcont . 
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, • 

A aWl4r Qllll].yaia ot tl» ooollp(lt10114l data tor tbc airol'lltt ill4u.try (tablo t) 

1110111 roquiro1110nta totlllly dtttonnt t:roa tboeo ot tbo ao:ro-onctao I.Jlduatry, 'l!IIWI, 

01 tl>4 belate ot cnpo.ctt:r roqut~W~Dilh , no leea tbAII 28 poroont ot t ho dtroot l41x>r 

rorco will be oJISI&D4 ill ao.-b~ tlmotton.e ot OllO ld.l!d or llllot.hor, Allothor 68 

porcoot ot tbc workers ctro illcludod ill lt occupo.Uollll w1 th proportion• 1'llll8ill8 

' 

,_ 1,, to 9, 4 porcont. Ill do~MA4111& ordor ot nw:~erioal lmportanco , t ho eo U 

oeo~p<1t1one nro: rin tcre (i,t poroont) , obcet 110tlll be~tob hllll4e (7. 9 porout), 

010t41 boncb bnllda 11114 bo~toh 110ohAilioa (7,7 poroont), ·le.,rnora (7,6 poroOI>t), l4'b•rol 

(S,2 percent) , 1110chill1ate (t, :l percent) , clorical. holp (3, :1 peroont) , ""porrieora 

(3, 2 porcont), tn-ctora (2, 7 poroant) , 8Pl'Cl1"r8 llll4 doporo (2, 6 poroent) , aoohllll• 

tee• bolpore (2 , 5 percent), tool akere, t ,o, Jis a:>d tool lllllo:>ra (2, 2 percent), 

&l!C(lt .. tel ..,chillo opoMtore (1, :1 porcont) , ..,ldore (l,t poroont), po.ttom akl>re 

.1.1 porcnt) , Ill tho .....,..illi "''l 10 porcont ot tb~ produoth·o workora ill tbo Air­

ci'Qf't intuatry Arc included 3:1 ot tho oocup~~ttou, but ill ~tono ot thoao oooupottone 

to tbo proportions oxcood l poroont , 

'Dio alpiticnnt tact wbieb .....,r&Pa tram tho procodtns Clllal:raia ia thllt ill 

~b.ooluto allabcra x:ot onn tho -.lleat ocoupottonal srouP ill otthor ot tbc illduo­

tr1oe CJlll be 1pored ill tol'llo ot 11 euppl:r autt1c1ont to .,., tho oat~tod OApo.oii:r 

roq~lruonta ot 41roct labor. Ao a mttor ot t11ot Aboo~uto nuabor aloiUI 1a not a 

otcntttcant 110o.auro ot tho pro'bliiiO, It ia oaeo~ttilllly ono ot ald.ll 4114 nllllbor, ox­

ccpt u thoro 1a a total abort"eo ot youac mlo l:lbor, 'ITon within tho OOOIIpCitiOU 

liatod t llere Arc ablup sradatiou ot ald.ll, 

'nle Tra1a1Jla ot Diroot Labor llilpl01')oo 

ObTiot~aly ....., kind ot o.dTCIIloo tru1'11ns prosr- 1a ~~eooe....,., llhllt thie eclle« 

•USht to bo CCIII boot 1x> Y1oua.lbo4 apillat tho baoqround ot o:detill& •tbcde ot 

l.,ioins tiroot labor, 

- 15-
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To.b1e 4.-..pj&:RGBNCY OCCUPATIONAL R!QUIREIIEm'S Of DIRECT LABOR 
EIIPLOn:zsW FOR '1'1111 AIIIClW''\' INDUSTRY UTILIZIJIO TO CAPACITY 

&XI STING PLANl' FACILITIES, JUIII: 19) 9 

I So.mp1e I 1. _______ 1 

I I 
I I 
1 Number Perc odt 

Occupation 

---------------------------~~ ----~~---~,~~~~ ~~w=-
1 

Anglo bend ere , ••••• • , ••••• . •••••••••.. • 1 
Anodic load ere and operators • •• • • ••••• • a 
Astecblera, f inD.l , • , ••• ••••••• , • • , , • , •• 1 
Au~lero , f inal inetl'U!IIOnt CIGchanic •• 1 
~ucblers , f in:tl ootor mechanic ••• •• , ,a 
A.l!'te::blcrs , tuael4go •••••• • • • • • ••••••.. a 
Auvl:blore, eub {procioion aooolllb1or) •• 1 
Aaeocbl ora, tank • ••••••••••••• •• •••••••• 
l~lc::n.blerB , ring • • •, • • ••• • • •• •..•...• •• 1 
Srato opere tors ••••• ••• •• •••• • • • •• ••• •• t 
Clble eplicers • • • • ••••••••• • •••••••• •• • • 
i/rpontcrs and wood workers •• , , , •••• ••• 1 
~orie&l • ••• •••••••• •••••••••••••• • ••• •• 
COTOroro •• • • . • • • • • • • • • • • • • •••• • • • •••••• 1 
Olo finiohera •••••••••••••••• •••••••• ••' 
Drill press oporatore •••• •••••••• • • • • ••• 
Drop he.t:mur operator a •••••••• •• •••••• •• • 
Electri cians, a.ircratt •• ••• • • • .••• •• • •• 1 
rorcaon •• •• ••••• ••• • •• • ··•• •••••••• ••• •' 
ForCGOnt assistant or eub •••••• ••• • • ••. 1 
Foundrymon and coldora •• •• •••• •• • •••. •• a 
Crindor oportttora und polishors ••• • • . •• a 
Hanel bumpt)r& •• • •••• •• • • • •••••••••••••• • a 
H.o1t treat e rs ••••• •••••••• ••• .• •••••• •• a 
Hydraulic preae operators ••••••• ••• •• •• • 
lro1~ctors •••••••• • • ••• • . • • • • ••••• • • ••• a 
Laborers •• •• •••••••• •• •• •••• •• •• ••••··· • 
Layout oon (templo.t e maker) •• ••••• •• •••• 
Lcadmnn •••••• •••••• •••••• •• •••• ••• •• •••• 
Lcn.rt\4ra •••• •••••• , ••••••••••••• ••• • • , • a 

30 
116 

6,058 
36 

123 
1,472 
1 ,349 

109 
841 
45 
96 

265 
1 , 239 

65 
17 

153 
211 
301 
222 
224 
100 I 

so • 
1)6 I 

79 
53 • 

965 • 
1 ,872 

233 
699 

2, 728 

I 
. 1 1 
·3 1 

17. 0 1 
. 1 1 
•3 I 

4. 1 1 
3. 8 1 

•3 I 
2, 4 1 

. 1 1 
o3 1 
•7 1 

3.SI 
. 21 

·l/1 
. 4 1 
. 6 1 
· 9 1 .6, 
. 6 1 .3. 
. 1 1 
. 41 
. 2 1 
, 1 1 

2. 71 
5. 21 

• ? 1 
2. 0 1 
7. 61 

103 
399 

20,843 
124 
423 

s,o64 
4 ,641 

375 
2,893 

lSS 
33C 
912 

4,262 
224 

.? .s 
4.) 
.s 
.? 

s.o 
1.7 

.6 
4.7 

. ) 

.3 
1.3 
1 .4 
·1 
·3 

1 . 4 
·9 

1.S 
1.4 

.8 
·3 
. 2 
. 7 
.3 
. 1 

3. 0 
.8 
·9 

5.3 
.o 

l/ Inc liLies all WUGI carnors , clerico.l. worko,.. and oupcrrloory eWt, but oxcludoe 
c:ployooo in tho ong1nooring, dooign , r 3eoa r ch, adJOinietrativo and oxocut1Yo dopertconts . 

179 

Tho tigurco in thie co1WJn 11ro pruoontod moro1y for co:.;nrativo purpoooe. 
hnvu boon dorivocl trom tho publication • An Occupational Study of tho Air craft 

ou!e•et•lriz•g In4utry in Celifornia• c'*Jiilocl by t bo National Youth Adl>inirlration, 
Stoto ct , Anno do o, Tro&dwoU, Director , 1939· Tbo plo.nta includod 
ill thia ouncy mngocl t r<>a 6SO t o 3 , 000 ccployoco. 
1' · Leee than o.os percent. _ 

16 
_ 
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•• Tcblo 4.-~CENCY OCCUPATIONAL REQUIRE!oi:NTS or DIRECT LABCI\ 
EIIPLO!EESY FOR THE AIRCIW'T INDUSTRY UTILIZING TO CAP;.t;ITY 

EXISTING PLANT FACI LITIES, JUNE 1939--Conc1udod 

I 
I 

I 

58.tlJ)1o 

I 

• a r oquirod 
1 tor 

Porcont­
e.go die­

trlbution 
1 , ,.,,,,. • .,o,~c•• M according 

!lumber 1 Percent to H. y . A. 

Occupe.tion 

lhchiniate ••••• • • • • • • • • • • • • • • • • • • • • •••• • • 
lhintc·nnnoo • •. • • • • • • • • • ••• ••• • • • • • • ••• • • 1 
~och:1nics, unskilled (helper) ............ o 
wotnl bonoh hl\nd and bonch moch4nioe , ... 1 
Uo4ol build. oro ••••••••••••••••• •••• • •• •• 1 
Pttttl>rncnkcre • ••• ••• • , •••• • ••• • •• •• •• •• , 1 

~r operat ors ••• • ••••••••••••• •• 
lrwocl1o~o•• operators •••• • •••• • • ••• •••• ••' 

········· ···············•·•···· •• 
oporctor• •• ••• ••• • • •• ••• •• ••····· ' 
oporc.tore •• • • , ,, •••• , , • • , , • , • ••• , • 1 

oporntore • ••••••••••·••••••••••••• 
mot~l bonch hnnde •• • ••• • ••• •••••••' 
aotQl mochino operators ••• ••••••••' 

Cittora (covoror) • ••• • • • ••••• • • •••• ' 
buildore •• • •••••••••••••• ••• • • ••••• • 

5~roYora . pc1intora, end. dopora • • ••••••• • 1 

••••••• ••• ••••••••••••••••• 

•••·•• ••·•· ·· ·· ·· ··· ········ • ( eorlng onehinc oporntore) , 1 

·· ······ ·········· ··· ··· ···· ·· ··· ' 

1, 616 
375 
888 

2,742 
47 

401 
110 
23 

140 
3 , 335 

53 
47 
69 

2, 821 
547 

91 
24 

930 
173 
785 
111 
46• 

..S7 I 

I 

4.S • 
1, 0 a 
2,S I 

7 •7 I 
. l 

1.1 
.3 
. 1 
. 4 

9. 4 
. 1 
. 1 
. 2 

7· 9 
1. 5 
.3 
. l 

2. 6 
.s 

2. 2 
·3 
, 1 

1 . 4 

5,SS9 
1, 290 
3 , 055 
9, 433 

162 
1 ,379 

378 
79 

482 
11, 473 

182 
162 
~7 

9, 704 
1, 882 

313 
83 

otudv zl 

4.1 
l.S 

19. 6 
2. 4 
·3 

2. 0 
. 2 
. ) 
. 6 

12. 0 
. 2 
.7 
,8 

4.S 
.o 

2, 1 
.o 

2, 0 
.s 

2.3 
,6 
. 2 

2.S 

Includes nll wngo oa n1or o , cloricul wor kers a nd euporviaory otnff' , but oxcludoo 
:~~~~:~.~t;1~:n tho onginooring, dosign , r eoonrch, ndminiotrntivo and oxocuti vo 

'l'h4 tiguroe in thio co1Ul:m aro proeontod aoroly f or cor=po.rntivo purpoooo, 
ln•o bcon dor ivod from tho pub1ic:>tion •.r.n Occupotional Study ot the Aircrnl't 

lnduetry in Ce.litorniA" oo::>piled by the 104tioM1 Youth Adoinietration, 
ot A=e de G, Treo.dve11, Dir ector , 1939• The plante included 

thio euney ranged troa 6SO to 3 , 000 employees , 

! 80 
- 17 -

Regraded Uclassified



Ill ltccpina 1tith t ho tro:lda or IIIIXor:o pro4uot1cn noth<A!a tho dCIJ£;ld t or workora 

in both tho noro-oOG1no !lnd n1romtt 1t:dustr1o a w1 t!l npoc1ol1u.cl tro1ntne oxoooda 

by r~r thO dom:md f e r wor!:ors with on all-roUIIA trtli:l1nc, OG hoe just been 1nd1cnto. 

Ill •tirtuollY oll oceuP"tiou 1n bot h 1ncluatr1os thoro oro t o bo toiL"' 3 croup­

In c taw 1nato.neo8 thoro ero oven 08 tlD.IIY c.a ~ oldll 

cllloo11'1cnt1ona. Tho problem ot supply boonmoo or.o •·t ooeuri:IC ndoqUl1te nlllltbcr8 ot 

1t0rlcora 1n tho h16)wr rotieeD, Nomnl.ly t!la auppl;y or labor r cr tho olroo4;y 1erge 

Inc ronco ot capl~yt¥mt hns boOl! rooru1 t~ 1.:: tho la-...,r rottnell O!:d ntvunco4 na 

oco~eion ot1'orod t o h1aJ:>,or rotinc;a , rather t!w.n thr~uc;h rooru1tmont ot tho moro 

hi(lhly sldll<>d trom other 1ndUiltr1o a . 

Furt!!cr evii!onco th::.t lone; t ro1-1!l8 1B n\lt o preroqu1a1 to 1o hnd by rocall1ne 

t !lnt in tbo noro-ons1no ir.du...-tr;y in4o~::turod cppront1cos compriao loss th:ul 1 por­

l nt or tho total lnbor toroo, In tho 111roratt industry, on tho othor hand , t ho 

prospective tminc<:. >10rkors, doa1c;:.o.tcd lcClr:lOra, include n aubata:~t1ol nwobcr ct 

t !lo productive 110rkor8, 

I!> the cnso ot tho eoro-oneillO ir.i!u.stry , bon.,vor , tho ill!Ol'Onco thllt n l0:\11 

trol:1ing 1s not required hna to bo slichtly quolit'icd , Ill tho first inatlliiOO, no 

lobor t e rce to <.ot omi::c how Dlll:Y .:Jt tbo::l hn4 netuc.l 

u.'lt.orco:u: o roo3Ular npprout1ooah1p tro1n1!l(;. A aoc. :ul. liniti:lG tnctor 18 t bllt with­

out oxcoptic:> oll ot tho acrc-cll(l1l\o p~ts arc locatod i n contor8 ot onetnoor ina 

ell cllebc.orine plants. 

By CO!ltrnot, tho maj or1t;y ot tllo oircratt J,aanut::.cturinG plo.:lt8 arc l ocated 1:1 

arooo ot =ut~cturo , Yet, cvo::. i n t!Uc it:duatr;y t ile occupotio:lal 

1"up ic fll'!lcrol.l;y cno t ll:lt dcoa uot roquiro o l <l:!8 t roi.::i::,:;, t bl> ort~nco i o this 

181 
- 18 -
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.. . 

rc~ boi ".S that In cortnin ot the plc.:lts pomhsi on ws (livW! t o intcrvi.ow OJ:J.Y 

or tt.o Gircot labor w•ployoos 1:> tho eovornl atocoa or tiiWlutocturo , Without ox­

copUon tbo quostloaa ol:l.citod onmror a t o thn ot1'oot t hot t ho I>nrtioulor j obs could 

bo 1oor:1od with so::10 dosroo of t oc111ty 11\ fl~ 6 to 8 aontba . As furtl!or ovidonoo 

or 1t.ls sltuntlor. , 1t MY bo aoid that ill oaly ono of tbo oiret':ltt pl..a:lta v1a1tod 

""" t W1o ostobl1ohod o roCU).ar oppront1collh1p trn1n1r.s prosrno. 

It I s icportn:'t t o ncto , however, toot In both 1nc!uatr1os g:rc:.t strosa ""~ 

pl.:te<C <~ nppllentlcn to atuaios or coureoa oa 8\lllei)Otod by tho p<~rso=ol cUroctore 

or t!!o ""vor:U oQ<lpcmioo, 'l'!lc procroas ao.C:o in t boeo studios, t ocothor dth thot 

J:ldo on t he apooific j ob i n tho plont boll!g tho cr1tor1:. upo:> wt.ich odVll:lCOilont 

Pro(11QtiO os this situnti O'.l may be , tho root that lx>tll 1ndustr1os hove t or 

M.'l¥ years boon proauoinB hl (lh cloas pr<.>(1uots, nith &vi.IO>~I.ot rit;;vrous roquiromonta 

.,r precision lind dosrooo or to1ol:'1ll.co , 1 t con Ol\ly bo o ... :.cludud that un?.or normal 

coo~lllona t he roopoctivo i ndustrios • cothcaa <Jf production do nQt doJ:lll.:l<!, or ovon 

n:qulro , l o::e periods or trn1n1r.g :lhoroi:l t o e.cquiro t ho ::ocoae::~ey .:ocroos v! Gklll, 

iln:evor , doapito tho tncts o~:.tmDmtcd 1:1 tl!1s roport , 1t is cbvious that proeor.• 

:»t::C<!n t ! tm1n1nc oro t oo l.n<lctinito who::t co:u~idoro<: 1:> t ilo l i Ght or tho cotimtod 

e;;poelty N quiroJ:IOnte, Fortunotel;,r, tho l1.Ueon oxisti:>e botwee:1 oa.nut~cturors o.nd 

oduCI!t oro In oll cantors v1s1tod bocponks th::.t tho problem io :10t c.n i ::aupornblo 

• 
- 19 -
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COI.I'l DUITUl. 

U. S. llli'AKI.WJIT IJT LAW!! 
Bureeu or Lftb<lr Stutl•Uca 

""ashill8~<n 

~ .. 

fl171 ------------ - ---------------

ED$t£C~ In tho nMutacture of - ----------- - -----------­
P• rson !"Umtal.tns lnroncetlon - ----- - -------- ----- ---- -

e. In gel. L ino:.:lude oll profc:s loncl, 8Upcl"'ti~rr, cle:-i ­
c•l , end non-profL~s!o~al norkers, tr.d underline •~t }~u 
cnr.slder to be the tU:'i uCUJrJu·l QN I n •~cb tcp<>r~ut. 

b. In col. J , egoinst eash occu91ti~n plnco e ~1~ it you 
consider present fupply 1$ exctlltnt, "2" tt present supply 
Is~. or e "3" u· prc·sent cup~ly Is Ju~t ~· 

\: . 19 gol . 4 , ago i nst cttch o~yu•~ flnce ~ 11'1" U' you 
cons1 ~r pres!n t. dt::mrnd t'or t 3 oc<·ups tun \s .h.!.sh, a "2 .. 
lf pr-coent nemAnd 1~ ~. or (I '' 3" 1r present demand is 
l ow. 

- 21 -
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January 29, 19llo 
, 155 P•• • 

185 

I!!!Jr: Hello. 

Oporator: 

re.:Jr: 

Lauohl1n 
Curri e: 

C: 

!C'Jr: 

0: 

l!r. Currie. Go ahead. 

Hello . 

Hello, l.tr. Seoretary. 

Row are you' 

Fine , th anke. 

, 

Lauoh, I had Lubin i n here at lunoh and I vas 
going over with h1m t his question or the machine­
tool industry. 

Yeah. 

ll'>!Jr: And he gave me hie r eport or laet June and t he 
reason I'm oall1ng you 1s he told me you had lots 
or meetings on it and hadn ' t gotten anywhere , is 
that r1gbtt 

C: 

fl!.!Jr: 

0: 

l!!'Jr: 

C: 

!r.:Jr: 

C: 

What do you mean, on t ool -- I mean, on this tool 
l abor shortage' 

Yeah, or Whatever the trouble is. 

Yeah, I can give TQU some baoltground on t hat , l'.r. 
8eoretary. I - - I don't th1nlt t he President will 
want to go ahead on it. 

You don' t think he v1llt 

I don't think he wanted t o th1B tall . 

Oh, well •.•.•• 

That ' s when I got int o 1t and I find he boiled 
1t down t o the two or t hree alternative ways or 
prooeeding and put it 1nto him and I never got 
an;rthing baok, and I reminded l!1ss LeHand about 
it and still dldn' t get al\)'th1ng baolt, eo I .)uet 
aseumed that the President didn' t want to move 
on it. 
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HJ.!Jr: 

C: 

l!l:Jr: 

c: 
!!"Jr : 

C: 

HVJr: 

- 2 -

\fell, the reason I ' m calling :rou ie I am monng 
on it nry f'aet . 

Oh , you are' 

Yeah. 

(Laughs) I see. 

So if' there ' s anything that you bad ot her than 
What Lubln bad I'd appreci ate your l etting me 
han the benet'lt. 

No, I haven ' t got anything. I was Just holding 
certain oeetinge vltb t echnician• and oore or 
leee f'ind1ng out vhat we.e going on, end a lot or 
people vere flirting with t he t hing and about t o 
start eomethlng. You've run acrose thle inter­
departmental committee t or aeronautic •••• •• 

! 86 

Well , I -- the only thing I've got le this 
report of' Lubin's, orepared by Andrew Frazier, Jr., 
•survey of' Arrow E~ine and Aircraft Industries •.• • 

Yeah. 

!!!!Jr: 1 ...... JI.Uie , ' 39. • 

C: 

!!!~r: 

C: 

v-'Jr: 

0: 

H!(Jr: 

C: 

I see . 

That ' s the only th1ng I' ve got. 

Yeah. Nov ·t h e person Who has been pullh1ng that 
pretty steadily ln all 1 o r te of' '{&rloue ways has 
been Louie Johneon. 

Wel 1 • •.••. 

And hie man Sadler keen e on call i ng me every month 
to inquire What ' s going on. 

Well, I don ' t mlnd eaylng t hat I can ' t work with 
Lou18 J ohnson. 

(Laugh•) You ' re not alone in that, Mr • • secretarr. 

HY~r: But I juet -- I can't work v1tb h1a. 
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C: Yeah. Oh, I think it'a 1nt1n1tely better t or you 
to t&ke this over t han let it be there because 1t 
had too much t he -- the military alent to 1t ••• ••• 

!IHJr: \l'ell • •••.• 

c: .. .... and ran into o:ppos1 t1on • . 

~·Jr: 'rhere 1re al.l ldnde or t h1nge and I don't think 
1t 1 a going to be terribly dif f1oult and I ' m not 
to tool around With it. I mean it • a -- it' a a 
question or -- ot the machine-tool bui lders and 
What ' s their problema and -- and t hese aeroplane 
engine fel lows and Why in th e hell can' t they 
Itt the t oola. 

c: Yeah. 

~:Jr: And I'm Juet goi ng to knook t heir heads together 
and aee what happens. 

C: Yeah. Fine. 

;{!!Jr: Whnt? 

c: Fine. 

!"'Jr: And then alae the questi on about the -- t he skilled 
workers - where are they and ie -- is 1t the labor 
or 1s 1t t he tools, that ' s what I . .... . 

C: Yeah. 

!!!:Jr: I t hink 1n a day or two I 1 1!1 going t o have the 
an ever. 

c· .. 

!!l:Jr: 

C: 

~~Jr: 

C: 

I should Juat go right ahea4 and proceed without 
inquiring too much in t his ot her comm1ttee ·Vbioh 
1s aupposed to be doi ng t hat. 

\·I ell I wanted you to know about it , eee? 

Yeah. 

And Lubin vaa kind enough to post pone goi ng to the 
hospital tor one day t o ait with me. 

Yeah. 

Regraded Uclassified



C: 

P."Jr: 

C: 

m:Jr: 

c: 
H!~Jr: 

c: 

- lj. -

And -- but I called h i m and I ' m Just oall1ng ,au 
now it t .here1e anything thAt rou•ve got that I 
ought to know because I 1m doing it all tor the 
President. 

Yeah. You ha~e that tiret report ••• • •• 

Yeah. 

• ••• • • - - new reoort ot our interdepartaental 
committee, haveni t yout 

I•ve got that. 

Yeah. 

And I ' ll -- I mean, outeide ot Whatever Johnson is 
doing nobody ie doing anything, are they! 

No. No. 

!!!~Jr: Is that rightt 

C: That ' s right. 

liJ.!Jr: And I don• t believe Johnson 11 doing anything. 
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0: I don't think eo . I get the impression that he ••• . • 

Hl!Jr: He •s oalllng on you, isn 1 t he' 

C: \fell , he kind ot gave me up atter while and - and 
wrote a letter requesting thU be done. I think 
he wrote it to MoLaugh11n - - 1e t het hie rume , over 
in Labort And showed the President a copy ot that 
letter, but What happened then I don't know. I got 
t his trom MaJor Sadler. 

ffi!Jr: Well •• • • • • 

C: But I don • t t h ink anything hal happened on it • 

!!!~r: Lubin teels Just the way I do about Johnson, eo •••• • 

C: Yeah. 

Hl'Jr: • • •• •• I'll go ahead. I 1m not going to -- that U. • • • 
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No, I think you • ••••. 

And I'm going to get Lubin -- some ot that money 
released trom the Budget to - - he • e got thirty 
thousand dollars over t here and I told him to write 
me a memo. He hasn ' t been able to get that -- to 
make a survey ot this part1oular industry. He 
eaye the President hae alvaye turned him down. 

Yeah. 

I told him to aek t or t1ve and I 'd get 1t tor h1m 
and then he oould do the work - - and 1t the 
President liked t h ie he oould. IO another bottleneck. 

Yeah. Yeah. 

W.!Jr: Beet 

0: Per haps it vss beoauee t he t hing vae too -- i n too 
big and too general terme lietore that the President 
didn•t,vant to move on it . 

!ll!Jr: ·l{ell , when I' m a lit tle f urther along I' 11 ask you 
to drop in and I' ll tell you Where I am at. 

0: Fine. Any time, }!r. Secretar y. 

H).~Jr: Because ••• . . . . 

C: Glad to help . 

H'!Jr: •• • • • • this is -- I asked Lubi n Whether this vaen' t 
the voret bottleneck ve h ad and he said it 1e. 

C: 

HJIJr : 

0: 

HHJr: 

0: 

Yeah. Everybody seems t o be agreed on t hat poi nt. 

And I ' m just ambitious enough t o think that I oan 
t1x 1t up. 

I 1 ve been notioing reoently t hat you've been inep<to1~-~ 
i ng aeroplane enginee. (Laugtle) 

Vall, the point is you can l earn more by going to a 
tao tory and talking vi t h a plane plant foreman. · • • • 

'l'hat• s rigtlt. 
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m:Jr: •• • •• • and spend a day v1th that tallow, 

c: That 1 e r1ght. 

m.rJr: And ••• •. • 

c: The ott1oe man Who •••• •• 

:!!!Jr : Yeah. Now I apent a day up at W1111ueport and I 
learned more there 1n one day than I -- a nd I got 
on the r1ght t r aok qu1okly. 

C: Yeah. 

m:Jr: I mean, Lubin we e ~zed beoauee he ea1d that I - ­
I've already arrived at the plaoee Which he hoped 
to do but tbey have been unable to get at&;rted. 

C: ~Tell, tbat 1 e tine . 

!!J.!Jr: And I only got 1 t by go1ng 1nto the !1eld, 

C: F1ne. 

HHJr: I mean, l •••..• 

C: Well, I ' m a~lly pleased you have taken ahold or 
t h1 e. 

!!::Jr: And • •••• • 

C: \fell •...•• 

!!'!Jr: There • 11 - - there • 11 a b1ll1on dollars ' worth or 
orders yet to be gotten. 

C: And Lord knows we need t hem ba"J.y enough. 

Rl!Jr: You and I agree . 

O: Yeah. 

I!!:Jr: llell, I ' ll keep you poeted, 

C: Fine. Thank you eo oauoh, Mr . Secretary. 

o.t. a,., b,... 

• 
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EMBASSY OF THE 

UNITED STATES OF .UII:RJ:C ... 

Xbico, January 29, 1940. 

CONFIDENTIAL , 

No. 9921 

Subject: Shipments trom Manzanillo, Mexico. 

The Honorable 

Sir: 

The Secretary ot State, 
Washington. 

191 

I have t he honor to rater to t he Department's tele-
0ram no. 23 ot January 26, 7 p.m. , 19.0 with regard t o 
i nformation desired concerning treight eh1pments made to 
Vladivos t ok" t rom or by way ot Manzan1llo, Mexico. 

Vice Consul Noel stat ioned in Manzanillo has reported 
to the Embaeey:::t>.s follows regarding these shipments: 

•January 26, 1940• Arri ved January 25, 1940, 
at Hanzanillo Young Everbush with New York 
Amtorg representative, Mr. Feinstein, re 
copper shi pment tor Mal akovsk1; also thirty­
tour hundred tone ot copper due on Buensventura 
Jan~ary 27, tor the same vessel. 

•January 24, 1940. Shepard Line ' s Harpoon with 
ca.rgo ot copper lett New York January 20, 1940. 
Copper purchased by Amtorg in United Stat es and 
will be t ransferred at Manzanillo to vessels 
destined tor Vladivostok. 

'January 24, 1940. Thirty six hundred t ons copper 
t r ansferred this date to Malakovs!q f rom American 
Gufliagu11. • 

(It Will be noted that Mr. Noel ueee t he name 
Ma1&kov8ky tor the Soviet ship whereas the press in 
Mexico i ty raters to this vessel as the Mayanovek7. 
Neither name i s sho~~ in Lloyd's Registry tor 1939-40. ) 

As ot possible interest t o the Department in this 
connection I enclose memoranda or conversations which took 
pl ace between Mr. McGregor, ot the start or the Consulate 
General, and Mr. Diego Rivera, Mexican muralist, and Xr. 
Li onel l. Dalkowitz, an American reeident in Mexico City. 

Mr. Rivera ie not considered a reliable informant 
&nd Xr. Dalkowitz seemed unaware t hat anything unusual 
vas taking pl.soe in t he port ot Xanzanillo. The Department 
Will be kept 1ntormed promptly or all turthsr developaente 
in this situation. 

Reepeottully yours, 

JOSEPHUS IWIDL8. 
• 
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SfRICTLY CONFIDENTIAL 

Aaerioan Conaulate General 
M'xioo, D. r., Mexico, 

Januarr 29, 1940. 

)(E}!ORANDUM OF CONVERSATION: 

I called yesterday (Sunday, January 28, 1940) 
on Mr. Lionel X. D&lkowitz, an American citizen long 
reaident in Xex1oo City. The nature ot my visit waa 
entirely social but I took an opportunit y·ot asking 
him 1t he knew any r eason tor the unusual activity 
reported t o be taking place in the port ot Manzanillo. 

:92 

He aeked in vb&t respec t aotivity there aeeaed t o be 
unueu&l and I told him t hat intoraation had been re­
ceived that shipments ot copper and machinery originating 
on the eaatern seaports ot the United Statea were being 
conaigned to Manzanillo t or t ranesh1pment. I likeviee 
mentioned the presence in Manzanillo ot the Soviet ahi p 
IIAYANOVSKY. 

Mr. Dalkowit~ said that it the ah1pment ot copper 
did not exoesd 300 tone it wae likely that it was dee­
tined to a competitor ot hie who aeoured a contract trom 
the Ministry ot National Detenae ot oertain types ot 
amounit ion tor the Mex1oan Government about a month ago. 

He stated that he was not aware ot any unusual move­
ment in the port, but that he would have occasion early 
this veek to talk ot the matter with t rienda ot hie trom 
that region and he vou1d let me knov on Wednesday anything 
turthar that he obtained. 

ROBERT G. MoO!IEGOR, JR. 
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STRICTLY CONFIDENTIAL 

American Consulate General 
Mexico , D. r . , Mexico, 

January 29, 1940. 

I!.EllORANlltlll OF CONVERSATIOII: 

On t he mornJ.ng of January ';!1 , 1940 I found Kr. Diego RJ.vera, Mexican painter, in the notarial eecti on or the Consulate General and aelted him it he oould spare e few moments in or der to dieouse various matters of interest to me. He acquJ.eeced and came to my orfioe. 
I asked him what was behi nd the recent demonetra­t1ons held on board the Russian ship MAYANOVSKY in the port or Manzanillo when groupe of school children were brought on board and there were alleged to have sung the InternatiolDle. Mr. Rivera said that the Federal authorities in exioo City bad ordered t he local autho­rities in Manzenillo to greet in a euitable manner the Soviet eh1p in order to ebow t he appreciation of Mexican officialdom in the resumption or ~~aritime traffic wi th the Soviet Union. The nature of the demonstration was lett entirely to the local authorities who decided that the bringing of school children on board was the beat method of showing triendlineee. 

I asked what oargo the ah1p brought into port. Mr. Rivera said tbat the ship came in in ballast but that be was reliably informed by a friend from Manzanillo that the ship discharged a cargo of arms (machJ.ne gune and rifles), ammunition and hand grenades into small boats prior to coming into port. Re did not eay t o whom these arms were consigned. 

He l Ltewise said that he bad been inforaed, but was unable to confirm the story, that a oerta.1n .quant.1t7 ot gold and possibly Communist or Nazi agents were brou,bt t.o Mex.ico on the sh.ip. He added that the Soviet veeeel e presence might render taaeible arrangements wh1ch he un­derstood bad been ~~ada tor the traneportatlon of gold from t he United States to Germany via the Far East. 

ROBERT G. McGREGOR, JR. 
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IJmOARTMI!NT OF STAn: 
WASHINGTON 

JanuaJ')' :u, 1940. 

K:r dear Xr. Secreta!')': 

In oonneotion vith the telegraa 1ent reoentlJ 

at your requeet to Xexioo Oit, , Vith regard to the 

traneeh1p11ent of cargo at Xanzanillo for Vla41Toetok, 

I enoloee, herevith a oop:r of deepatoh lo. 9921 of 

Januarr 29, 1940 troa the Aaerioan Eabau:r, Xexioo, 

with enoloeure1 . 

Enoloeure: 

Sinoerel:r :roun, 

Herbert l'e11 
AdT111r on International 

Boonollio Affair• 

lo. 9921 of Janua17 29 
troa Xexioo . ... 0 ... 

'!'be Honorable 

BeD17 Xorgenth&u, Jr. , 

Seoretar:r of the frea•ur.r· 

-<s; 
~-1! .,.,..,_ .... 

(\O.ol 
>O 

~"'"'= ~ ... 
o~* .... ~ 

1"'1 

N 

i > a ... 
~~ .. ~ 

~ 
%1 

loo 

i • 
~ 

!94 
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'!'able I 19S 

ElllplOJ .. Dt in AY1aUon lfllnufaotul'iq I ndue\1"7 
(Uroraft and llotore) 

19}7 - 1939 

1937 1938 I 1939 
I 

Aircraft Kanu taotul'ins 

Januar1 22,100 2l,700 21,000 Karch 24,100 2 ,200 2 ,lloo 
June 25,200 22,800 

' .500 September 2~,11oo ~:i~ 1,100 
December 2 ,800 52,100 

Airplane llotore 

Januar1 

~:~i ~:~~~ 6,769 
Llaroh ~·5~5 June 6,~1 September 6' 6, 10 i' 5 

6:~ ,909 
December 6,61!8 11,996 

To tal Induet~ - Aircraft and llotore 

Januar1 27,503 30,018 31,769 
Karch 30,005 30,547 ~· 9g5 June 31,61!5 29,317 ,8 5 
Septem"t~er 29,69Q 28,310 ~·002 December 30,206 30,788 ,096 

Treaaur1 Department, D1Y1a1on ot Reeearob and Stat1et1oe 
Januar7 29, 194<> 
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!able II 

s.plor=ent or Selected Airora!t Manufacturing Corporationa 

1937 - 1939 

1937 1938 1939 

Glenn L. Marti n Co. 

January 1,36~ 1,81~ 2,905 
March 1, 716 1,892 ~.092 
June 2,0~ 2, la~ 6,029 
September 2, 032 2, 3 1 10,070 
December 1,818 2, 777 11,17~ 

Curt1ee-Wr1ght 00rJ2orat1on 
(exoiuding Wright Aeronautical Corp. ) 

January 1,027 2, 120 3 ,0~ 
llaroh 1,311 2, 263 2, 908 
June 1 , 80~ 2, 07l 2, 691 
September 2, 117 2, 25 1,30l 
December 1,879 2,1!09 3,20 

Lockheed Aircraft CorE· 

Januar:y 910 1,574 2, 305 
March 1 , 09~ 1, 19 3,~9 
June 1 , 338 l , 97 5. 9~ 
September 1 , as3 1, 997 5,32 
December 1, 28 2,123 5,156 
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!able II 

Emplo)'lllent of Selected .uroraft Xanufaoturinc Corporation• 

1937 - 1939 
(Continued) 

1937 1931! 1939 

Consolidated Aircraft Corp. 

Januarr 3,169 2,54o 961! 
Marob 3,246 2, 511! 1!19 
June 3,299 2,1o4 1!32 
SepteMber 2, 17 91!9 1,401! 
DeoeEDber 2,580 91!1 2,54o 

Dou~laa Airoraft Oo. 1 I no. 

Januar;r 5 . 5~1 6, 321! 4, 334 
Maroh ~·9 1 6,173 4,m June ,653 4,672 
September ~ . 532 4,021! ~ : 311! 
Deoe!Dber .771 4,110 10,362 

United .Uroraft Corp. 
(excluding Pratt a Whitner) 

JanW1r7 2,~ 2, 21!5 1,1!26 
Marob 2, 2, 161!1 1, 766 
June 2,497 1,972 1,952 
September 2,439 1,1!1!o 2,123 
DeoeEDber 2,331! 1,774 2, 51!1! 
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!alll.a II 

ElllplOYIIent ot 811aote4 Airor.tt llamataoturlq OorporaUone 

1937-1939 
( Oont1nue4) 

BOei!!S .U!l!lana Oo. 

January 
loCaroh 
June 
septe•ber 
Deoelllber 

January 
llaroh 
June 
september 
Deoeaber 

1937 

1,8~ 
1,7~6 
1,2 9 
1,109 
1,380 

North .lllerioan Artatlon, Ino. 

January 
Karoh 
June 
8epte11ber 
Deoelllber 

1129 
~~ 

1,272 
566 

• • 
I . . 19311 

1,4~3 
1,7 ~ 
1,Hi 1, 
2, 5 

1,ill3 1, 35 
2, 
2,685 
2,530 

I 
I 
I 

1939 

2,666 
3.016 

l:m 
5,199 

2,223 
2,457 
3,125 
2,992 
3. 795 
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!able II 

Empl01111ent of Seleoted AI.roratt llanufaotur1ng OorporaUone 

1937-1939 
(Oonti.Aued) 

1937 1939 

Bell .Uroratt Corp. 

JanuarT 615 222 654 
J.laroh ~50 ~ 1,~~ June 808 
september 718 ~~ 703 
December 213 799 

Treaaury Department, D1rte1on of a .. aaroh and 8tat1et1oe 
Januarr 31, 194<> 
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Table III 

Employment of Selected Airplane Xotor Corporat i on• 

1937 - 1939 

1937 1938 

Prat t & >lh1.tney Aircraft D1v1a1on of 
united llrcraft corp. 
January 
!!arch 
June 
September 
December 

1,931 
2,119 
2,384 
2,471 
2,618 

2,567 
2,~9 

~:j~ 
2, 227 

lir1ght Aeronautical Corp. 
( Siibaldiary o t CUrt1ee-Wr1ght 

2,607 
2,705 
2,930 
3,184 
3,374 

January 
March 
June 
September 
December 

2,254 
2,515 
2, 800 
2,690 
2,608 

Corp.) 

Allison Eng1neer1~ Co. 
(SU aldiary of General Motors Corp. ) 

January 
March 
June 
September 
December 

211S 
229 
238 
238 
266 

262 
297 
339 
382 
439 

1939 

2, 264 
2,659 
3,066 
3,394 
5,022 

3,398 
3,771 
3,997 
4,026 
5,141 
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m~r: 

Operator: 

!!!!Jr: 

Alben w, 
Barkley: 

!ll'Jr: 

B: 

9!Jr: 

B: 

HMJr: 

B: 

H'!Jr: 

B: 

!!Y.Jr : 

B: 

Hl!Jr: 

B: 

B: 

ID!Jr: 

Hel lo. 

Senator Barltle :r, 

Hello. 

Hel lo. 

Hello , Alben. 

Hen,ry ••••• • 

Yes, eir. 

January 29, 194o 
11155 •••• 

I wanted -- I may have to call you later, I 've 
got to go i n on the tloor in a ainute, Vhat I 
vanted to t alk to you about - I atrppoee you eav 
t hi e blaet that J ohn Tovneend gave out. 

Yeah. 

About the puroha.ee ot gold from 1\unia. 

1\ig}lt. 

And also :trom Japan. 

Ri.ght . 

~!y understanding ia t hat we're not bu)'1ng any gold 
from thoee countriee and we' re not receiving any 
except in payment tor goods. Ie that true or nott 

Goode and services, that ' a right. 

Yea, In other verde, we're not Juat goi ng out 
and buy1ng •••• •• 

That• a right. 

••••• • in the open market any gold from either 
country. 

No, Nov, I tel l you, i1' you want aomebody I can 
get up a quick little atatemant tor you and aend 
1 t U'Pr but What you' re uy1ng la perfectly ccrraot. 
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O:: ~Jr: 

9: 

!'l'Jr: 

9: 

H''Jr: 

! : 

!C!Jr: 

B: 

!!''Jr: 

- 2 -

Hell , I'd like to have it it vou oan eend it up 
t o me. 

I 'll have . .... . 

I don' t knov tha t I'll need 1 t, but 1t 1 t turna 
up -- oomea up on the Senate floor I ' d like to 
have the -- the taote • 

• • . . . . in an ever t o Totmeend 1 e etater.tent , 

Yeah. 

I ' l l rush it right along. 

t/ell, thank you. 

'I'bank you • 

Goodbye . 

Goodbye. 
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TELEGRAM SENT 

JT 

AKERICAN ~ i laASSY 

PATIS (FRANCE) 

67 

GRAY 

Janunry 29, 1940 

3 p. m. 

PE1SONAL F OR TilE AlmASSADOR FROM TIE SECRETARY OF 

TEE TREAS~. 

PleasE a ccEpt my warm thanks for the sentimEnts so 

gtntrously ExpressEd in your No. 126 of January 25, 9 9 . m. 

I also aporcc1atc sincErely your attitude as indicated 1n 

your No. 135 , January 27, 4 p . m. 

EA :HP: L"Hil 

HULL 
(3P) 
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n!OXI Aaer1oan l:aba .. :r, Parle, France 

DA'l'E: Januar:r 29, 1940, 7 p.a. 

NO.I 1 .. 

FOR 'l'HI 'l'RIASURY. 

FROM M.t.'r'l'HEVS. 

204 

Thle aornlng I vent to the Bank ot Prance t~ eee lo1eanger, 

the Under Governor. ror the aoaent, he eald, !1Dano1a1 

cond1 tione in France are quite eat1a!aotor:r. He aald eub­

ecript1one to armament bonde are ooalng 1n ae rap1dl)' ae 

could be dee1red, and that revenue• troa taxee are hold!Dg 

up well. Hovner, he bel1ev" that vhlle the French have eo 

tar been quite euooeaetul 1n holding pr1oee down, 1t 1e 

inert table that there will b e innation on a eoale aoaevhat 

COI:IJlarable to thd ot the l .. t war. He eald there hu becun 

a rise 1n the pr1oee o! !oodetu!!e, due 1n part to large 

purchaeee tor the exped1t1onar:r toroe by Great Britain, and 

in part to the severe cold spell reoentl:r e~erienoed. 

Be expressed the tear that th1e 1n turn aigbt bring eoae 

eer1oue delllaDde tor higher vagee on the part o! the C.G.'f. 

He vent on to •a:r that an:r polio)' vhloh ie baaed on exoeeeive 

borrowing auoh a• ie neoeui tated b:r the war 1e bound to 

han infiat1onar;r reaul te 1n the long run regardleu o! 

veu the:r aa:r be poetpolll4 tnporaru:r. In keeping wage• 

down, he eald, the J'loenoh have ab.own 110re courage than the 

Britieh but he a4~ that in the aatter ot taxee the Br1t11h 

have shown 110re courage than the J'renoh. · 

DID UO'fiOJ18 on: .uD 'fVO. 
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PARAPHBABI OF SECTIONS THREE TO TJ:N, INCLIJIIIVJ:, 

OF TEJ..rmW( NO. U4 OF J.unwt! 29 , 1940 Fl\011 mE 

.U!ERICAN EMBASSY, PARIS. 

By taxation the Britieh are covering about ~0 percent 

:os 

ot their total expendituree now, wbereae only about 25 

percent are covered by the French. He expreeeed akeptioiaa 

aa to how muoh more the French can or Will be taxed. 

He said that with regard to t he financial accord between 

C.reat Britain and France, the tranc-eterling balance ie 

still running in favor ot France, but he wae not sure how 

long this would go on. For the duration ot the war he did 

not seem particularly preoccupied at the difference in 

price levels between the two countriea, pointing out that 

preeumablJ the Bri tiah vill purchaee more trom France 1t 

prieee in Great Britain are higher, and t hus the ultimate 

French debit balance wtth Great Britain would be reduced. 

Boieanger, like other e here, teele that before the war ie 

over auch a debit balance will develop. 

Aa tor poeeible requieition ot French toreign hol dinga, 

he did not seem ae positive ae Couve de Murv1lle, t hough 

he did not indicate that they contemplate any immediate move 

in this direction. However, he remarked that 1t wae a very 

complicated matter to undertake euoh requiaition1ng, and 

it would only be With reluctance that the Governaent would 

approach it. He aa1d that tor t our yeare Italy had been 

oarry1ng 
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carrying thie on ~d bad not yet oompleted ita requisitioning 

of foreign aeeete' There are French !irae doing bueineee 

abroad, tor inetanoe, which require the maintenance or 

revolving tunda i .n the Unl.ted Stat .. , and obv1oualy in 

any scheme or requieitionl.ng the neede or such concerns would 

have to be given greater consideration than dollar securities 

held for safety or as a hedge against inflation in France. 

Through preuure by the Foreign Exchange 0t!1ce, he inti.lll&ted, 

some reductions in the al~ementioned revolving bueineee tunde 

are already being made when the concerns come to the Ottice 

to replenl.eh the accounts. 

Reference, telegram No . 104 ot January 22 !rom the 

Embassy - I commented on the recent articles by Jenny 

urging that in the Frenoh system or payments more oheoke be 

used. He seemed to reel that the importance or the question 

should not be exaggerated, saying that the 111atter is one 

which Jenft7 hae been harping on tor many years. 

Boieanger added that he aleo believed too much i .mportance 

is attributed t o hoarding ot banknotee. He said that a 

distinction ahould be drawn between hoarding or a t eaporal'J 

character, which can have eerioue intlatiODal'J etreote 

when t he notes are dehoarded, and the more permanent hoard1118 

characteristic ot France, when tor unlimited or very long 

periods the banknotee are kept in the eack. He considered 

the 
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the resul te of the latter type of boarding to be relativel;r 

unobJectionable. 

Incidentall)' , in LB TEXP8 of last evening there waa 

a turther article b7 JeiUIY urging that more 1Chequee Barre•' 

be uoed. The artiola vas apparentl)' written pr1aarily tor 

the public and devoted largely to a (permaoent') b etween 

t he characteristioe of checks and banknotee. In effect 

he said that it ie a f act that the preeent ci rculation 

or banknotes can f orm the basil of a ored1t structure much 

vaster than the present ex1.sting one. One must realize, 

in bu1ld1ng this structure, that an expansion of bank credit 

should not be contused with monetar.r inflation, saying that 

if the volume of credit s appreciably exceeded neede, it 

could result in a oerta1n credit 1nfiat1on. But be ea1d 

in the present state of affaire toda71 • needs are w1 tbout 

question only partiallY satiefied. He added that this 

particular form of in.f lation would not bsve the s&lll8 effects 

as pure and simple infiation, that there would be only 

a slight effect on retail prices because as a means of 

Pll1lllent the ' Cheque Barre • is ussd and always will b e used 

muob more exteneively b7 manufacturing and comaeroe than 

by the consumer. 

!he Under Governor has been on a trip to I taly recently, 

and had Just returned. Finanoial oonditione there, he ea1d, 

are 
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are •not too bad•, attributing thie in part to the eub­

atantial. war orders trom t he All1ea and the exchange reeultiug 

theretrcm. Compare: telegram ot Janllar7 4, lfo. 14, trca 

the Embassy gi..,ing Pennaohlo 1 s rtewe. J'or the present, 

Boisangsr thinks that the French can worry along Without 

serious inflation. He said that a difficult problem ie 

that presented by exporte ot coal to Italy trom Germany 

and transportation by water. Ot course Ital:r is anx1oue to 

keep ta9orte ot ooal trom Germany ae oloee to levels before 

the war as is poeeible in order to avoi d the lose ot exchange 

which woul d be involved in purohaeing ooal trom Great 

Britain. 

Boisanger eaid in conclusion that exports trom France 

tor the month ot Decembe.r had shown a marked improvement -

reference, t el egram ot January 17 trom the Embassy, No. 89; 

the same t hing ltle said by Rlst and Couve de Murrtlle. 

Boisanger also ea1d that likewise there ie impro..,ement in 

French industrial production; and t hat he had no worries 

tor the moment but that much depended upon the duration 

the war and French ability to purchaee trom the United 

Statee. 

Boisanger, incidentally, le ot the school ot t hougbt 

that thinks no otteneive in the weet will be launched b:r 

Hitler this :rear. Thie is a vlev making tor a long war with 

all the inherent t.plioatione tor J'rench eoono-:r and finance. 
EliD SEC'l'IOIS '1'IIBU TO 'l'D, DICLUSin:. 

BULLI'l"l' , 
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