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Operator: 

R.M.Jr: 

R. A. 
Millikan: 

H.'M.Jr: 

J.l: 

B.)(.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

H. H.Jr: 

M: 

Oo ahead. ~,\ 
Hello. / <:y~~~il()\~1 

(,~ ~~·~· 
Hello. ~'-

M.r . Millikan. 

Yea. 

Henry Morgentbau, Jr. 

How do you do, sir . 

J(al 20, 191io 
4:J2 P••• 

How are you' Mr. Mill ikan, you got my message about 
the kind or people I wanted' 

I did . 

Now • • •••• 

Now - - all right, shall you go ahead or shall I' 

You do, please . 

1 

All right . I judge, from what I heard this morning, 
t hat Vhat you ' re trying t o do i a to develop new 
facilities tor the manufacture ct engines -- aeroplane 
eng1nee on the coast acmeVbere. 

Well no, t hat isn't exactly the picture. Hello' 

Yea. 

For the time being I'm sort or ooordin.ating t or the 
President t he needs or the Army and Navy 4nd the 
Allies. !!ello' 

Yes. 

I want what I call disinterested advice on engines -­
aeroplane engines and possible new aouroee t or engine s 
or nev designs. Hello' 

Yea. 
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H.M.Jr: 

M: 

M: 

H.J.! . Jr: 

Y.: 

H.M.Jr: 

~= 

H.!'. Jr: 

M: 

H.K.Jr: 

Ml 

H.M.Jr: 

)(: 

- 2 -

And I don 1 t want to rely on t he -- just the Army and 
Navy and the manufacturers; therefore, I'd like --
I vant to go to you and to x.I.T. and ask them Who do 
they haYe Who are not on somebody' s payroll. 

Yea. 

Who has a financial atllke. Nov that• a vbat I want 
and vho there was that you have Who knew aeroplane 
engines and was -- !rom the engineering standpoint. 

Well nov, I' l l give you an example. Hello? 

Yea. 

'l'ake the Rolle..Royoe engine. ra that something ve 
ehou1d try to manufacture here or have we something 
as good, or haven ' t we. You seat 

I aee. 

2 

Now we haYe tvo or those Rolla-Royce engines at Dayton 
that Just arriYed. Ia the engine that the - - the 
new flat engine made by Continental, is that some­
t hing we ehould push or i sn't it? 

I see. 

Where are ve -- hov are we going to de•elop a Deiael 
aeroplane engine. . 

Yeah. It'• disinterested ad'l'loe then. 

Disinterested advice. 

Yell nov, I think I can -- I would anever that as 
follows. I think you probably know Where t he biggest 
experience in the whole aeroplane field ia in the 
1net1tutiona -- that 1a in the universities or 
teobnioal eoboola. 

Yell, I 1e not aura 1f I do or not. 

Yell, I would •a.r that -- the J u Y • nile laboratoriee 
here haYe unquewt1onably -- I think -- you can go to 
somebody alae because I might be preJudiced in their 
fawr. 
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H. !' .Jr: 

?. . ~ .Jr : 

'! . . , . Jr: 

... 

R. t.! . Jr: 

H: 

H. M • . rr: 

M: 

P.' . " . Jr: 

H . ~· .Jr : 

!' : 

l! . " .Jr: 

' 
• 

- 3 -

'·lell , I was sent t o you as one o f t he bes t sources. 
I have gone to you end to Dr. Compt on . 

All riS}lt. 'lell t hen >that you r eal ly >Iant -- t hen 
I've go t it -- exactly wha t you want . 

Yeah . 

3 

And our grou:;> her e -- you see , we're her e - - our group 
here has ~one an aMazing - - has been very c l osely 
associated with the develoo~ent of the aeropl ane 
indust ry in t h is area . 

Yes . 

tha t manufacturers wil l tell you , but we 
have no - - t he ~en whom I n~ go ing t o speak to you 
about have no connect ions with them of any kind. 

I understand. 

tlha t -- and our two men -- three men here >~ould know 
tho field oret ty w~ll . Tha t ' s on our staff. The 
f irst would be Theodore von Car nen, who is, I think, 
r ecognized as the foremost au thority 1n the world on 
engine -- o n aeroplane design. 

Yes. 

He 1s 1n the 1nter-d~aa1o Bide 
e n g1ne s!de , but he a a hi ghly 
competent englne~r . 

I see. 

o~her than on the 
trained end a very 

Who would be t old by -- wel l , I think lf you ' d go 
to '! . I. T. and ask ...... 

~Tell , t hey ' ve suggested Hunsaker. 

All righ t . He ' s t h eir man. 

Hunsaker. 

He's good. 

Yes . 
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M: 

R.l.(.Jr: 

M: 

!·! : 

H: 

R.~.Jr: 

~: 

'R.!-t.Jr: 

).~· . 

H.M.Jr: 

Ml 

- II- -

But i:t' you 'd as!t Hunsaker Who the foremost man in 
that line in the United States, or in world, he ' d 
say it wae Carmen. 

I eee. 

I t hink Carmen -- he and Carmen have worked together. 
:t'or - - :t'or years. Hunsaker ie the man who knows 
their -- 1a the beat man on their group. 

Yes. 

At M.I.T. Carmen i s the best man on our group, 
unquestionably. 

Now, the second man who has had a great deal to do 
vi th t h 11 also is Hr. -- he 1 s my eon. 

I see. 

Who is in the group in our laboratories. 

Right . 

4 

C.B. - - Olark B. IUllikan, md you can get advice from 
him -- about him :t'rom anybody who knows 1111ything about 
the aeroplane game in t he country rather t han taking 
mine . 

Well, I ' m more tban Willing to take yours. 

Yell , thoee two men, although one o:t' t hem is my eon, 
two men are outstanding in the -- i n the whole 
aeroplane :t'ield. 

Yeah, Olark B. Millikan. 

••.••• t hat that i·a the calf& sa :t'ar ae our· gl"OUP here 
i s concerned. 

Now, let me aek what 111&.7 be a very silly question. 
Vbat ill the nationality o:t' fbeo6ore von Carment 

Carmen ie a Hungarian • • • ••• 

Oh • 

• ••• • • naturalised oiti &en o:t' the United Statee. 
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H,M,Jr: 

M: 

H.M. Jr: 

M: 

H.M.Jr: 

M: 

H.K.Jr: 

M: 

!J.M.Jr: 

M: 

H.M.Jr: 

M: 

M: 

H.I(.Jr: 

M: 

H.M.Jr : 

M: 

- 5 -

You •ean, he's not • ••..• 

A man ot Jewieh blood •.••• 

Yu. 

And • • • .. 

Well, being a Jew •• •••• 

In taot, I got him o...er here. 

I ear, be1Dg a Jew myeelt, I have no preJudice. 

No. Well, I haven ' t either. 

But I just didn't know Whether he wae a Ka~i. 

You needn't have any worriee about - -about O&r~~en. 

I eee. 

But 1t you want to know What kind ot a m~n he 1e, let 
me give you th1e little ino1dent, 1t you oan take the 
time to • • • . • • 

I have ple.nty ot time. 

A little amue1ng talk over the phone. 

Yea, 

When he oame to ue he kept the -- h1• proteeeoreb1p 
ln 0eJ'I!l&llJ, eo tar ae the roll wae oonoerned. He 
didn 1 t ban &nJ' inooae troll there but he kept hie 
title t here . When the --When t he --Bitler Regiae 
oame ln the:r sent hill a telegram and lneieted upon 
hie going baok. - · · 

5 

And :rou eee, ot oouree, the reaeon - - beoauae he ' • 
probably -- two men in Oersany Who had the reputation• 
and the experience t hat he bad. He brought 1t to me 
and ebowed 1t t o me and he eald, "I'll eend them my 
profile.• 

I Me. !bat• • •••lng. 
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H. ?' . Jr: 

l': 

'l. 11. Jr: 

" · ... 
~ . " . Jr: 

E.'' . Jr: 

! [ : 

H: 

... 

- 6 -

Well, t hat ' s ver~ t yp1osl ot Carmen . Me•e a -- he's 
a very broad, extre~e . outetandin~ man in every 
particular, who has -- in spite ot t he tact t rAt 
he has the handicap or epenkinR with a-- not very 
good En~lieh , and a lso or bein« somewhat dear. 
He never ~ete into a ~oun but Wha t they a l l a re 
eotin~ out or his hand. That ' s .•••. • 

lle'l now ..... . 

•••.•. the kind ore ~an he is . 

6 

•••.•. "r . 'lill iltan , !' d like Theordore von Carmen and 
Clark c. V.ill i kan to come to W~ehin~on at t he expense 
ot t he Treasur y. We ' ll pay tor their railroad tare, 
or ret~er ai r trenenor te t ion, both ways and their 
livin~ e~enses end I don 't what arran~ement the 
'lnlver el t v -- your TJn l verslty Mel<eB in regar d t o llhe t her 
you want us t o pay t hem or not . Hello? 

Yes • 

l-Ie can -- what we -- in the Treasury ~~e could !JaY 
~25 a day, their etr transport, and $5 a day for 
their s•~bs18tence. Hel. l o? 

Al.l rl~ht . That ' s all r1~1 t. Thev are not after •.•. . 

9ut ! !!lean -- that ' e tre ~axinum the law allo11s . 

I understand t hat , and I ' ve been doln~ -- I ' ve done 
a lot o~ ~~is type or thin~ r~vself . 

So if they could start tor~orrow. 

••••••. . financial t hen I &-'!! . 

I s ay , i t t hey coul d start t omorrow and «et here 
Wednesday. 

Vlell , I should have to Wi re you. I ' l l have t o ge t ln 
touo~ wi t h t hem and find out. 

;:! l.l vou? 

Yea , I ' ll be «l ad t o do 1t. 
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H. M.Jr: 

!1 : 

H .~ . Jr: 

... 
H. "! .Jr: 

M: 

H.l.! . Jr': 

~ : 

M: 

H. M. Jr: 

H. ll .Jr: 

I!: 

H.M.Jr: 

M: 

M: 

7 
- 7 -

Well, get them started Just ae eoon ae they can , and 
send me a telegram, and ae I say, ve can pay all ot 
t hei r expenses plus - - val l , the regular Government 
thing . I think it1 a either $22 .50 ot $25 a day, 
plus $5 ot subsistence. We give them the maximum the 
law allows trom the time that they start. 

There ia another young man vho ie a more ot an engine 
man, directly an eng ine man t han either of t hese tvo 
are , but they know t he aeroplane game and t he question •• . 

Well, i f there's an engine man l et h im come •••••• 

tor fifty •••••• 

Well , as I say, if you ' ve go t a third man -- have you 
got another man who is :')Srt1cularly an engine man? 

Yes . 

Let h im come on. 

Al l right , f ine. 

~~hat's -- let him come on just t he same . 

All right. Then I 'll try and see if I can't get -­
Lombard is the o t!1er man 1 e name. 

Lombard. 

A young lll8ll but a very able man, and he ' s in engi nes 
to a larger extent than they are. They are in t he 

aide. 

Well, it's the engine thing ••.•••• 

The poe1t1on ot t he engine to t he plane, and t hat's 
what you want. 

\•/ell , but -- also engines. 

All right. 

I mean, we've g ot to start With the engine tire t . 

All right . I understand that. 
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So it you oan get them to oome as ao~n as they oan 
and -- and send me a telegram to the Treasury. 

I 111 do so, J.!r. !-!orgenthau . 

And we•ve got George Head oom1ng down also . 

~/ho 1 s this? 

Ian•t that his name, --walt a minute? 

Mead? 

Yea; George "ead. 

OeologUt at V..I.T. 

No , no. No , no. This man used to be wi t h Pratt and 
Whitney . 

s 

Oh well then-- Yes , well, he ' s more ot an engine man 
t han any ot these are. 

Yes , he used to be with Pratt and Whitney. 

I know who h• 18. 

We've got \lead and Hunsaker oom1ng down. 

Yeah, they're good. 

Both ot them • 

All right. Very well then, I'll see it I oan't get 
them - - oome on tomorrow. 

Fine. 

When are you going to have your meeting! 

Well , we' ll have it When they ge t here. 

All r ight , ur. 

We' ll have 1t ••••.• 

I 'll eee 1t I oan 't get them t o oo•e down. 
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We' l l have 1t When they get here. 

All r1gbt. 

Thank you. 

Thank you, Mr. Morgenthau. 

L 

9 

Regraded Uclassified



H,M,Jr: 

Operator: 

H. M.Jr: 

o: 
H.M.Jr: 

~-~ 
Hello. "r:i' \ 

~-~"'... . ('~~\ 
Dr. Compton. -<_V''(-

R1gbt. 

Go ahead. 

Hello. 

9-A 

Ma)' 20, 19~ 
11:33 •••• 

Dr. Jtarl ! . 
Compton: Ob, bello. 

c: 
H.M.Jr: 

c: 

H. M.Jr: 

C: 

H. l(.Jr: 

c: 

H.M.Jr: 

C: 

R.M. Jr: 

C: 

'l'b1e 1B Renr:o- Morgentbau, Jr. 

Ob yea, good morning . 

How are you , eir'l 

Lieutenant Moltay told me What you were oall1ng up 
about. 

That's right . 

Nov, I have a l1et or men here. Would you like, 
perhape to put a atenographer on the line and let 
me paes them on to her, or &hall I give them to 
you Just 1n person. 

You just give them to me and I oan take them down. 

Yea. Well, I -- I think the number one man, in 
our judgment here, would be George J. Mead. 

I eee. 

He ·u retired, although he 1a a relatively young un. 
Re vaa formerly ob1et engineer or Pratt and Whitney. 

Yes. AdvUor)' 
And be'• nov the Vioe Chairman or tbe Nat1onal/Oom­
m1ttee t or Aeronaut1ol and Oba1rll&n or 1te Power 
Plant Committee. 
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!hen other 11el'l that are thoroughly tlrat- clan in 
both design and production ot aeroplanes are Leon.rd 
Robbe-- R-o-b-b-a • •• • • • • 

Yea • 

•••.•• ot the Pratt and Whitney Company in Hartford, 
and Roland , who is Vice Preeident and Chief 
Engineer ot the Allison Engineering Company ot 
Ind1anapol1a. 

Well, Dr. Compton, I vae thinking ot people mora 
like Mr. Mead Who are outside the industry, who 
are not interested in it, you see' 

Oh, I aee. 

I mean, some -- I mean, --well, tor example, it I 
want to ask the question, "Why don't we have a 
Deisel engine' " There •e no use going ,to the industry 
becauee they haven't produced one . 

Yes. 

I mean, it's questions like that. Nov, Mead-- they 
tell me your man Hunsaker 18 very good. 

Vell, Hunsaker -- Hunsaker 18 a tlret-olase man. 
He'e -- he ' • not priaarily an engine man. 

Oh. 

Ve have two very good engtne men on our etatt. 
O.F. -- they are two brothers - - C.F. Taylor, 
and E. s . Taylor. 

I eee. 

C.F. Taylor ueed to be Chief Engineer ot the Wri ght 
Aeronautical Corporation and E.D. used to be on 
their eta.tt but they' ve both been Wi t h ue nov t or 
some titteen years. 

Vall then , the engine people Who are not connected 
v!th the induetry gete down to Mead and the t wo . 
Tayloret 
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Yea, t her•re ·th.e only one• I have on 111 l1et. I 
hadn't reali&ed - - Lieutenant MoKar aa1d rou didn't 
want men in Government errvioe. 

No , and I don ' t want men •• • •.• 

And I hadn't realir:ed t bat the - - exol udon or induatrr. 

Well , beoause I take it that they're doing everr­
thing t hat they oan. 

Yea. Well nov, I ehould aay George Mead ie t he 
nUI:Iber one man in anr oaee, and C. F. and E.S. 
Taylor are bot h good men. 

C.F. and Vbat•e t he ot her one' 

E. 8. 

E.S., yeah. 

E.S. Taylor and c .F. 

Right. 

Nov, of those two E.S. u the younger but I think 
he hae the bett er Judgment of the two. 

I eee , but George Mead 111 eort of the granddaddy or 
them alU 
Yee. Yea, I ehould aay eo. And he'• independent 
nov or the induetrial -- induetr1al oonnect1one. 

Right. Well , I'm ever eo muoh obliged. 

Huns:& ltsr u an exoeedinglr good man f or ge~eral 
advioe and he's --has a good deal or statesmanship. 

Well , I may •• • • • • 

He '• primarily an engine man. 

Nov, if I need anr of theae people trom your M. I .T. 
ehould I do it through your ott1oe' 

Well, i t oould be done in that war or d1reotly v1tb 
them. I wouldn't oare. 
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Well, I ' ll do it through your office. 

Yea. All right. 

I ' • nry much obliged. 

Well nov, Secretary Morgenthau. 

Yee. 

Perbape in going back to d1eouu wi tb a:r people to 
go outeide ot the 1nduetr :r , I oould send you •e•eral 
aore nues. It eo ehould I eend you a telegr&ld 

It you would do that. 

All r ight, I ' ll do that. 

Thank you eo muob. 

Goodbye . 
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Robert 
Hi~ley: 

~ 

R,I(,Jr: 
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H,M. Jr: 
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R. I.I .Jr: 
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H.M.Jr: 

H: 

H. ~ . Jr: 

B: 

H: 

H .~ .Jr: 

R: 

H. M.Jr: 

Hello. 

Mr. Secretary ••..• 

Rello , Bob Hidkley. 
"' 

' 

•.•... if it'e agreeable to you I think we'll have 
oome down just Mead and Hunsaker and leaTe the 
Teylora out. 

o. JC:. 

And we'll pick up Paul Johnstone here in Washington, 
Vho ia a former editor of 1 ATiation• and ia now 
working for ¥-.A.C.A. 

Good. 

And then I'll have another suggestion on somebody 
that · might be extremely helpful to you, who ia now 
with an engine company. 

Yee. 

He's with Wright. Ria name ia T.P. Wright, but he 
would leaTe and resign all connections in order to 
do some public serTlce. I '•e been try!ng to use 
hi m tor some time pa.st end I think he'd be a corker. 

Wel l, before we aak hia t hat, we'd better 
know, it•e a responsib1lit~ . 

Whet 1 a tha tt 

you 

That'll be a reeponaibil£ty to aak him to g1Te up a 
regular job. 

Oh, yea, Yea, I realize that, I juat want to get 
hie name in your mind now. 

Swell. 

Ted ¥right. 

o. x. 
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One ot the beet en~1neere and a production man. 

Wonderful ! 

Yeah. 

Snapp ;or work. 

Yeah . 

Thank you. 

11 

All ri~ht , sir. I-- I haven't got any other gentlemen 
yet but we ' re trying t o get them tor three o 1 oloclt 
t o110rrow. 

0 . !!;. 

Fine. Goodbye . 
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Woodring: 

H. M.Jr: 

W: 

P..'!.Jr: 

W: 

H.'' . Jr: 

W: 

H.M.Jr: 

W: 

H. v.Jr: 

W: 

\f: 

H. l~ . Jr: 

Ma7 20, 194o 
8:~5 a . m. 

I have General Arnold and General Brett in t he ottica 
here and we were Just t&llting abou t the meeting th11 
morning. 

Good. 

Now look , are you goi ng to take up the moto r t hing 
tire~ 

I ' m going t o take up t he mo t or thing f irst. 

Yea . 

I have Guy Vaughn end ll.r. 'Wilson ot Pratt and Vbi tney 
ooming at nine . Nobody elae trom t he outside. 

Now, t he second thing ia t hat - - you went us to leave 
word over here that when t he se plant -- aeroplane 
plant manutaoturers oome 1n t hat they 're t o oome 
over there. 

Well, that wa s whet t he President suggested. 

That 's right. Now - - as I understood 1t. Now, where 
- we want to leave word here , Where do t hey - - tor 
them to col!le. 

Just a second, they have a room t o - - can you hold 
t he wire a minute ' 

Yea. 

And I ' ll ask. Just a second. (Aside: 'What ' e that 
r oom they say they f ixed up downstairs , t he meeting 
room' No , it isn•t. Ask "r. Bell, he has t1nd 
some room. There's some-- yea , I want the r oom 
number. Hurry, ~lease.) 

'While t hey ' re getting in the room number, Harry ••••• 

Yeah • 

• •••• • I wiab you'd be thinking about t his. 'Who is 
going t o go down and t&llt to these people and what 
they're going to t&llt about, you aee. 
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Well, that won't be in t he eame -- with us, Will itt 

Well-- I mean, don't you want to go down • .••• 

Yes , I think t ha t I ' d like to. I ' d like t o go into 
bot h meetings . I wan t to know what they're doing. 

Fine. Well nov, don't you • •••• 

Will you go down' 

Juat a second - - the room il 81 in the Treasur y. 

81 in the Treasury. 

Yeah . Rool!l 81. 

Yeah. Well look, will you go dovn' 

Well , I 1 ll go dovn if you ' ll go down. 

We11 all right. I think we should. 

Supposing I j us t went down and said I ' d l i ke to welcome 
them to t he Treasur y and we 1 11 all work together and 
t hen eay I'd like to turn t hia meeting over to Mr. 
Woodring ••• ••• 

Yes. 

• •.••• t he Secretary ot War. 

All right, before -- after you do that I want t o know 
t bt a. At that meeting -- ot oourae the main work 
would tall on Arnold and Brett. 

!tight. 

Now, I don 1 t want -- but I • d want to guide them a a to 
What t o t ake up. Don ' t you think t hat it ' s all right 
to take up the immediate program ot deli veriee with 
t hem and t hen the aeoond one t ake up the 2700 program 
and then the third - - then t he eX!)anUon and of the 
50 thoueand. 

Well , it you 're aaking me tor euggestione • ••.• •. 
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That's What I ' m asking . 

I 'd keep it in general! tr and I vouldn ' t get dovn to 
braes tacks at all. 

Yeah . 

I ' d keep the meet ing, as Brett put it, a sort ot a 
pap meeting . 

Yea. 

I t hink i t's a mistake, because I reallr don ' t think 
that ther know and I think it would be nice it 
Comp ton, as ac t ing secretarr ot the Navy, it he 
vent down and said a tew verda. 

Yes, I ....•• 

Cooperation between the industrr and the government , 
and I t hink leave 1t on that plane and not get dovn 
t o too much det ail beoause I don't believe we know 
ourselves. 

Well now -- t hen Wha t about a -- a follow-up meeting 
l ater' 

Definitely I And t hen call in t he particular peopl e. 
And I -- I ' ve gone tar enough in thia thing to 
realize that betore we can talk about planes we •re 
going t o have t o set~le t hia engine buaineea. 

Yes, I do t oo . I BftW your s tatement and I 'm -- I 
agree with rou . 

Now-- I nean , t or instance I understood t her were 
going to say some t hings about wa.gea and hour s and 
the Walsh- Healey Act and taxes, and all ot that 11 

a mistake. 

I think eo t oo. 

I t hink i t ther Juat talk - - keep it on t he olane 
ot cooperation between induat rr and the government. 

Yeah. 
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fhe government and the induetry. 

Well now, I' m glad to hear you eay tha t because 
unquestionably t bet t hera will be some Deoule who 
think t hat we ought to go ihto t heee o ther. items. 

Well , my own teeli ng 1& t o keep it on a general 
plane and no detaile because I ' m oonvinoed t~t 
neither the Ar~~ or Navy knows what they wan t or 
need. 

That's r ight. Now, t hen -- with the idea that later 
on we'll have a general meeting ot the whole t hree 
services, Treasur y, Navy and Army, on -- when we get 
around t o t ho aeroplane plant expansion. I • t hat 
all right? 

Surely. I nean -- I take it that Brett , who wae 
with me yesterday, - - - reports t o h i e superiore. 

Yes. 

And what he talked about with me . 

'that ' s right. 

And I've asked both Bret t and ~raue t o bring back a 
program as t o how they t hink i t should be done . 

Well , I t hink that ' s o .k. and that ' s t he way we ' ll 
do 1t. 

And t hey have no program. 

Not yet. 
no t 

And that' a why I t hink t hs t we ought/to go ott the 
deep end. 

o. It, 

Now t he other t h ing ia t hey've got a bunch ot movie­
tone fe llows outside , a nd I don't know what they 
want to t ake a picture ot, Think about it. They' re 
all in my outer office there. They want a p i cture 
or t hat meeting. 
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Well, I don't want to spend a Whole lot or time 
doing i t. I'll do whatever you folks eay but I 
don't want to spend much time. 

Wel l, t hink about it . Now, What time will these 
people come over t o this roomt 

Well, t hey' ll call here at ten o ' clock and we're 
letting them come on so I imagine it ' ll be ten­
fi f teen before they come over t o that room. 

I see. 

So 1t we got down there by -- I ir.tagine 1t we got 
down by ten-thirty it would be plant,- or t1me. 
Why couldn' t I leave to tell Brett and Arnold t hat 
we probably would be there at ten-thirty, although 
we don't want them etarting out until we get there . 
l'aybe ten- fif teen. 

I think i f we tol d them we'd be t here by ten-tltteen 
1t would be time enough. 

All right , and I ' l l tell Brett and Arnold no t to 
start anything until we get there . 

You're coming over here a t nine, aren't you' 

I ' m coming at ni ne. We're leaving i n a rev minutee, 
With General Annold and General Brett. 

'!'bank you. 

o. r. . Goodbye. 
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RE LICENSING OP AIRC~ 
ENGINE IWIUFACTURE 

Jlay 3J , 1940 
9 s00 a . m. 

Present s 

H. M. Jr: 

B.M.Jr: 

vaughan: 

Mr . Johnson 
Mr. Compton 
Mr. Young 
lo!r. Collins 
Captain Kraus 
Colonel Burns 
Mr. Sullivan 
14r. Wilson 
J.lr . Va lJ8ha.n 
Mr. McReynolds 
l4r. Hinckley 
Jajor Persona 
Uajor Griffiss 
Colonel Brett 
Admiral Furlong 
General Arnold 
General Marshall 
1.4r. Foley 

I llant to be aa brief e.a possible. At Cabinet 
the President asked that the Army and Navy 
and Treasury and Civil Aeronautics get together 
with the industry and try to work out a program 
whereby the Government and industry can accom­
plish what he would liko and I think .mat the 
Congress would l ike and the people o f the United 
States would like , 

The reason that I asked - do you want to sit 
up here, ~r. Vaughan? 

I would like to , thank you. It is terrible to 
get old, 

I know. I am afraid I talk very low. 

This is fine , thank you. 

In the little that I know about this problem, 
I felt that the engine problem really came first. 
I mean, we can't have planes unless we have 
engines and t herefore I aeked lf.r. Wilson e.nd 
J.lr , Vaughan to come here first and we had a 
preliminary meet1ng at DIY house last night 
>!hereby we discussed this question of language 
and both l!r. Vaughan and J.lr, Wilson told ~~~e 
that irrespective of whether they think it 

15 
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Vaugnan: 

H. M. Jrt 

vaughan a 

B. lo! . Jra 
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B. M. Jr: 

Purl one: 1 

B. K.Jrt 
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is wise or not , they are willing to l i cense 

any manufacturer that the Government rlehea 

to produce their eng.1nee. Ie that correct! 

~t is cor rect , sir. I would adviee against 

it. 

You do . I don't know whether Wr. Wilson does , 
but i rrespective of the a dvisability, you are 

ready to play ball! 

Yes , sir. 

And aa I told them, we would argue this weelc, 

but while we were arguing I want to - a con­

tract drawn up and they are sending their 
attorney a down here to meet '111 th »r. Sullivan 

and "r· Sullivan will keep in touch with the 

attorneys of the Army and Navy to get a con­

tract you gentlemen think 1s fair , so that we 

can have it 1n our pocket 11' , at'ter we h ave 
given the industry plenty o t' chance to argue , 

we still think we want to l i cense . Ia that 

about the way to put it! 

Yes , air. 

In order to save time, it' at the end o t' a week 

you should happen to lose the arg~ment, then we 

want to be able to do business . So the t'iret 

step, that is the licensing, has been accom­
plished it' we want to do 1t, you aee . Now, these 

gentlemen a re here. I don ' t know whether you 

want to ask them anything or whether Mr. Compton 

wants to ask thalli &Jl:1th1ng. 

I think 1 t would be well to outline what , 1f &n:1, 

program ot' coordination and coopera tion between 

us , all ot' u a, on this thing - it' there is any­

thing you want to tell ua further about the plan, 

1e the only thing I can suggest. 

Well, I think that b all I would like to aay at 

th1a t iM and t hen I am going to aak theee gentle­

men 1! they will wi thdraw and then come back to 

tbie •eting at 10 :15 1n Ro0111 81. So, there 1a 
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going to be another meeting in Room 81 1n the 
Treasury· at 10:15. 

All right , sir , we will be there. 

Thank you very much. 

(vaughan and •:111son left the conference) 

The wo.y I operated, an a minute to minute baois , 
18 this: I got this memorandum which w.s drawn 
up under groat pressure and I thought great skill 
by General 3rett and captain Kraus 1n an hour 
and a half, whicl'\ I sent everybody copies of. 
You (Furlong) got a copy and you (Johnson) got 
a copy. 

I had a chance Friday to show that to the Presi­
dent and explo.in to him that that was - how 
should I say - well, something done under greo.t 
pressure , but I thought it showed great skill . 
Unti l I am advised differently by Army and llavy, 
I take it that tha t is the way they would l ike 
to have us proceed. I asked Oenoral Brett and 
Co.p tain Kraus whether they vtould como in .t th a 
prograo as to how they thought we could build up 
the engine capacity of this country su1'f1ciently 
to take care of 501 000 planes and they said it 
would take a couple of d ays . Is that right? 

17e plan to have that by tomorrow noon, sir. I 
think that was our program. captain Kraus 1a 
working on 1t . 17e a re worlc1ng on 1t at the 
present tillle and 1t follows out the linea we 
discussed yesterday. 

And then I o.sked these two gentlemen if each of 
them wculd submit a memorandum, if they would 
write the ticket , how tboy would l ike to do 1t . 

You mean the engine people? 

Yes. I am not going to have them toget her o.gain. 
It worked pretty good, but not too good. I will 
have them separate. 

- -
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Now, I am doing this t hing temporarily for the 
President. I am trying t o do it as wel l as I 
know how llith as little triction as possible. I 
don ' t pretend to h ave any preconceived no t i ons on 
any of this business a.nd I will simply be a f ilter 
for the thing to go direct to the President . · I 
take it that when I workod with General Brett 
and Captain Kraus, that they keep thei r s uperiors 
advised what I am doing. I work with them because 
they are the procurement offi cers of the t wo 
depart:nents . l•hen I asked to see them, I a rranged 
for it through the of!ico of the Secretary of ?lar 
and Secretary of Navy. \le are all moving very 
f ast . I am personally under great strain and i f 
I make any mistakes a a I go along, I hope you will 
all be chari table . 

I don ' t think 1t 1s any time r ight now to stand 
back on too much formality as to bow you ask and 
when. Any time you >~ant them, I think you ought 
to hav e them. As far as we are concemed, there 
is not going t o be any trouble over that. · 

I can a s sure you that goes for Navy, t oo, ~~r . 
l!orgenthau. We are ready to cut all r ed tape 
procedures to get the job done . 

How about you , Mr. Johnson? 

I go fUrther. \'/hen you want them, Just sum:non 
them. They will keep us advised so we know what 
1s going on. Thoro is a job to be done and every­
body has got to pull. 

General :.tar shall? 

Are you a sking me for any comment? 

Please , 

I ha ve none to make , sir, e xcept that I think 
you are p r oceeding on the right lines because 
~verybody wants t o cooperate and i t is a ques ­
tion of how you do it and it seems to me you are 
doing it the bes t way you can. 
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Wall , I aay, in talking for a number of hours 

yesterday and 1n go inc t o a chool w1 th theo jus t 

the way I went to school wi t h you (Marshal l) , 
this engine thing - in the room - t he picture 
l a so terrible. Those two &entlemen, I pushed 

them and pushed t hem and they say they cannot 

increase thei r producti on over v.hat they are 
doing one io t a. They say the orders tha t they 

have , that they are absolutely at their maximum. 

In the case of Pratt & ~.'hi tney • they aro Ylork lng 

seven days a week , three ab i fta . In the case 

of Curtiss, thr ee shifts, s i x days a week . '!hay 

don't believe in the seven- day week. Far be lt 

f rom me to a rgue w1 th t hem. So they say it 1s 1m­

possible - he said all the money 1n the wor l d 

wouldn't make t hem turn out engines any faster. 

They j us t can ' t do it. 

Now, the thing that plea sed me particul arly wi th 

these people, they d idn't ask any changes 1n the 

tax law; they didn 1 t ask a.ny changes in the 
wages ond hours ; they didn ' t ask for any changes 

1n the Walsh- Heal y Act . They said they con get 

along . I complimented them on their attitude 

and said I thoutbt it would make an excellent 

i~ression in the Admini stration, the fact that 

they d idn ' t ask . 

now, in t a l ktng l ast night with the President • 

he aaid that he would see that when the t i me 
came - I think it is on the flrat o r Oct ober -
that they would have to drop back frOtn 42 hours 

to 40 , he would keep it at 42 hours. Ee is 
willing that we do away with competitive bidding, 

but he !eels that the pro fits in the indue t ry 

are too high a nd he wants that s haved down. He 

r eels that tho industry 1s making too much money. 

Beyond that , as of last n1gnt , he wasn't ready 

to go and I t hink, Ed, you had bet t er get to-
gether - and John - and look over those Army and Navy 

bl~ls because I think there are things 1n tha t that 

the Presi dent doesn ' t want. I t hi nk there a re 

certa in provisions which he doean' t want , such 

as the trans!'er or evaluat1:~& the V1naon-Trammell 

Aot . 
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Determining What should be allowed against 
the contract. 

I don't think the President wants that , but if 
he does , it is all right . I think we had it 
up once at cabinet and he said to tell your 
people to l ay off , aa I remember it. 

VIe did, we backed away f ran it . That situation, 
as I understand i t now, Ur. Secr etary, will go 
through w1 th a spread of loa sea over four years 
for the shipbuilding industry and atop there 
until next ae aaion of Congress, that is the ny 
it ia now. 

Well , I understand the President doesn ' t want it. 

Spread losaea? I had i t fl'om him 1n a memorandum, 
air , that it ia all right , about three d aya ago. 
Maybe he haa changed I ince then. 

I brought up that particular thi ng. 

20 

I think the change 1n t he new bill ia to reint roduce 
a transfer of the Treasury functions to the Navy, 
reviewable only by tbe President . 

I don't know a bout tbat. All I know i s the last 
word we had t wo or throe daye ago where the spread 
or losses was approved by both Treasury and NaYy 
and bad the l'ihite House approval 1n a. memorandum. 

That is the carryove r of tour years of lossea, 
not of deficiency or profit. 

Ia 1t all right with yout 

It is, air . 

All right , I will withdraw. 

I think you bave got to do it. 

Well, the shipbuilding 1ndua t ry - I aa not too 
fami liar with the aircraft indus t ry , but with 
the ah1pbu1ld1ng industry it 1e highly desirable 
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to have that spread of loeses over four yeara. 

In regard to the Walsh-Healy Act , Wr. Secretary, 
there ia no occasion that I can see for any 
change in the fundamental law, becauae there b 
a provision right 1n the fundamental law that 
when the head of any executive department or the 
Government certi f i es to the Secretary of Labor 
that the best i nterests or national defense be 
served thereby, the Secretary of Labor shall 
grant exempti ons, exceptions . Now, that word 
"shall" , 1n my interpretation of' the English 
language , i sn ' t simpl y futurity, it 1s mandatory, 
so that in the basi c law there is a provision 
to make an exception. For instance , on thie 
42 hour a week thing, 1t would be eialply on the 
certificati on of the Secretary of' liar or the 
Secr etary of' Navy. 

Tlell, my two wa tchdogs are Sullivan and Foley 
and they are going to watch the.t; as they think 
that you fellows are encrou.ching on any of 
thi s special legi sl ation, they are going to 
let ma !mow, and I understand the Attorney 
General has also been asked by the President 
to watch this parti cular phase , so you have got 
the Attorney General , plus Sulli van, plus Foley , 
watching you. 

If' the law ia followed out as written, Kr. Secre­
tary, you will have no trouble with the Navy 
on the ~alah-Healy Act. 

Plus Frances Perkins , who is very much worried, 
so you have got the Attorney General , Frances 
Perkins and these two gentlemen here and if' there 
is anythiJl8 wrong, they will yell. 

All the Navy wants i s the law carried out the 
way i t is written, Mr. Secretary. That is the 
truth. I inoist on that point. 

You recall, Ur. Cottpton, we agreed that 1n return 
for the tour yeara' carryover of losaes , we would 
drop the other phases or the provisions. 

21 
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Oh yes , that is all dropped until next year and 
as I understand it - -

Uavo I authority to tell Mr. Vinson you still 
agree w1 th me on that subject? 'lba t is in your 
present bill. 

\iell, I want to t alk to you about that, 

\iell , you can talk to him --

As far as my unders tanding is , the spread of 
losses over four years --

Let's talk today on that one . I r.ant to move 
f ast . 

Is there anybody I have overlooked? General 
Arnold , do you want to say anything? 

I just VI ant to br ing out the. t I am as anxious 
to cut red tape a s anybody, so a nybody you 
want i n the v.hole Air Corpo, they are yours 
for tho asking . All you huve to do i s go 
direct , through chtmnels or any o ther way, 
'lbey are yours. 

',/ell , anybody I want in t he i:ar Department , I 
will do 1 t thr ough the office or the Secretary 
or l.ar and the office or t ho Secreta.ry or the 
Navy and I oill s tart fro~ the top down, but I 
appreciate the offer. I will do it through 
your office (Johnson' s) and the Secretary of 
the !Ia '~'J to see m at e verybody 1n the t.rmy and 
llavy knows wha t is going on and as I say, to­
morr ow the Presidont wants somebody else to 
do this , so there will be t wo happy people in 
\/ash1ng ton. One is my wi fe and the o the r is 
myself, 

As t o t h is meeting at 10 :15 , I understand that 
these people are coming over end I simply 
thought I woold t;O down and welcome the people 
and th en turn 1t over to the Army and Navy. Is 
that all r1ghtf 

Yes , but I think we ought t o discuss the thing 
you and I d i scussed. 
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What would you like to talk aboutt 

I think it ought to be a general meeting en 
that until we can get a plan worked out here. 
l;lrett tells me the7 haven• t got it rea~ ;J&t 
and then have a l ate r meeting to diacuaa the 
detai l s of the thing. 

\Yell., i f that 1a - I mean, supposing I just go 
down. I will not sa,. more than fifteen worda , 
and then if 70u sa,. a few words , poaaibly 
Mr. Johns on and Compton and General Arnold 

No , a ir, I wil l not be here th is morning. General 
Brett will handle it fo r me , air , 

General ldarehall t 

I am to go to a committee hearing , 

What about CAAt 

And Ur. Hinckley. 

Yes , air . 

I would just like to say 111:1 fif t e en words and then 
withdraw, and who would you like to have run the 

meeting, stay and act aa chairman? 

Well , I think l.lr, Johnson . 

I think there that they wil l get i nto technical 
stuff very largely and a f ter we have all said a 
word, we can Jua t withdraw and they can call us 
bac:k i f they want to . 

l.lay I .suggest General Brett run the meeting? 

Wr . ~!orgenthau, i f that is t he· ·ca ao , I would cer­
tainly like to get an appr oval on What I am going 
to say so that I won• t atop into an;Jthing . I 
have an outline here of about what I considered 
might bo aaid in case - no matter who aaid it, 
i t could be checked on. 

Do ;JOU want to do it now! 

23 

Regraded Uclassified



ilr o tt : 

Brett: 

JohMon : 

u. ~: . Jr : 

;.>rott : 

- 10 -

Yes , sir, ~ay I? 

Pl ease. On YJhat you nre GOi ng to s ay , though, 
pl e ase don ' t look to me for approval. Please 
l ooL: to ·your own super i ors . 

Y.'hether or not sotaebody ougbt t o explain the 
n ew set- up as to the coordinntion activi ty 
between the Trensury and the Amy and the Havy, 
'1/ould you care t o do that , sir? 

\:ell, he is doing it . Suppose I do that. 

All righ t . 

The next point would be t h is : They r.oul d just 
simply b e tol:l that .:e ga thered t h ee together 
to think about certai n things in connection with 
t he f uture and that t he possibil i ty of incronsing 
deliveries Wl•'le r pre sent contracts - are there 
any s t eps , a t•e t h ere aey tl:Ang:l tha t cnn b e done 
t o inc:•eas e those dell ve rie s and to improve pre sent 
cond i tions and any nid that could be asked for from 
t he Goverrunent . In o ther \'lOrds , we at-e no t sugge~ting 
anything. l':e nt•o a :lking t hem to think about i t . 

!low, the second t hin::; , wha t s teps could be taken 
to increase and double or consider t he possibil ity 
o f L"lcr e asing their productl on, their productive 
c apa city. '..'he fir st f<a s de l iveri e s and the second 
was productive capncity . 

'fhen, going e ven a li t t l e fUrther, wha t sugges tions 
mi.;ttt they cons i der nnd what thoughts would t hey 
hnve and ~. ould t hey plenoe ~:;1ve it son:.e thouc;ht 
as to n:.ethod s of doinc it. Then the t r oubles thllt 
they may have v:oul d be brick and oortar, machinery, 
machl.ne too l s , t•ar: ma tor1s.ls , training mannc cment , 
eng1ncoring supor vls or :r pOl'&onnel , and tt:e training 
of mechanics , wh i ch is a ve ry , very pertinent 
bottleneck and could they r;ive us any sug(!'estions 
as t o the methods of ~ouhllnr up or tripl ing up 
on each and e very machine that they hsve for the 
purpose of t rninin e , s tarting schools and hov: -
wblt wou l d the i r sugeestion 'be ns t o methods of 
payment, becnus e ~o~ebody has to pay for that . 
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l'lhat would their suggestion be u to the 
Government 's part in endeavoring to immediately 
build up a muoh greater mechanical toroe, and 
then tho laat item would be the el1a1nat1on 
or considerable thougbt spent upon the qu .. -
tion ot inspection, Government methods ot pro­
cedure at the present time pertaining to com­
pleted items and how or wba t can we do to 
eliainate many or the little things that we 
have demanded 1n the past which are not war­
time requirements , 

Now, that was all I was dealing with, air. 

Well now, as I understand it, General Brett, 
you are leaving that with them just to take 
home with them. 

That 1s it . 

And study and to come back tor a later meeting 
at 'llll1ch they will be prepared to --

Gi ve suggestions pertaining to it. 

a.t you don ' t want any diacuaaion tb1a morning 
or that , do you' 

No d1seuaaion at all . This ia just thoughts 
we would like to have them consider. 

You can ' t shut them orr, Yr. Secretary, it tbey 
want to ask questions and talk. 

I think the more you avoid getting into more 
than a general dbouaaion th1a mom1ng when 
they are not prepared, the better it ia ror the 
mooting. 

I agree to make it as abort as you can along 
that line, but 1t we t ried to abut thea ott 
trom talking, it might give a bad i=preaeion. 

I think General Brett can handle 1t. 

Ia that all, General Brett. 
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Yea, air, unless there are some suggestions. 

Is that all right with yout 

Yes , sir. 

Now, thi s is the most diffi cult . As a result 
of the White House announcing this meeting, since 
8 : 00 o ' clock this morni.ng there have been Movietone 
people outside who want to take a p i cture of the 
b i g meeting. What are you going to do with thea? 

It is up to you. 

I don ' t see what they are going to get. 

Can it do any harmf 

I don't think so. 

It does a 11ttle good, doesn 't i tt 

I think 1t migh~ . I think it might help. 

People are awa re of the fact that we are trying 
to do something. 

What do you think , ComptonT 

I think 1t w.ill have a good rea cti on on the 
to eee a neeting of Government and i ndustcy 
problem of aviation. I t i e a live subject. 
is publ.ic relations. 

Supposing - -

I t takes time and a lot of confUsion. 

Bob, got any rea ction on itT 

public 
on this 
It 

Well , of course the civil aide ia always in favor 
of a little publicity. 

All right. 

Tbeae are wartimes and I will have to refer to 
the departments . 
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Could the rlar and Navy oend somebody over to 
cooperate with~ fellows to handle these boysT 

IJy man's name ia Chick Seh-rz. can they a end 

somebody over to cooperate with him, whoever 
handles the press for you with ldovietoneet 

rlhere i s Mr . Schwarz 1 office, wbere will we find 

him? 

He 1e most likely a1 tti.ng outside w1 th the per­

spi ration running down hie forehead. Since 8 : 15 

he has been on my neck. 

I muat leave now. 

All right , General, I will see you later. 

(General Marshall retired from the conference) 

You have no objection to our having our own Army 

and llavy photographersT 

No. 

Mr . Secre tary, will this licensing buaineea be 

disousoed at all in thia meeting this morning 

or is the. t ell settledT 

It is set t l ed. I can ' t diecuoa this thing in 

a big meeting. 

I l:'a s afraid of that and I was wonde ring if some 

of t hem would bring i t out . 

\~ell , I want to go along - the thinG tha t we have 
accomplished is , we are going to have a contract 

with oaeh o f those people and we can license them, 

see, that ia the point, and then the questi on ia --

11bat ia their objection! 

Their objection to licensing ia this: They say 

tlw.t 1f you license somebody, say, for the Pratt 

& Vlhi tney engine, the fellow, 1t he falls down, 

he 1e going to say the engine 1a no good and 
they themaelvea can do it better than anybody 
else, 
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ll1nckl ey : Do they say that i f they d id license 1t would 
not incr ease the production? 

H. M. Jr: No , I think the easiest way to sum it up - the 
thing is that they ju s t want to hold on. 

Hinckley: I t h ink that is logical , but I wondered i f they 
said i t wou ld not increase the production even 
though they did license this lower horsepower 
motor . 

H. M. Jr: No , what they said repeatedly waa that there 
waa nothing they could do to increase t heir 
own production over the present si tua t i on in 
the next three montha. 'lhere is nothing they 
can do. They said money means nothing to them. 

Furlong: How much could they increase the productim of 
the l.&rge motors , if and when the small ones 
were taken outf 

H. f.! . Jr: The runazing thing they came t hrough .:ith, what 
took our breath away, was that they both sug­
gested that as an altet•nntive that they be 
pennitted, or tl~t the Government bui ld a factory 
for them. This i s the indus try. They wanted us 
to let them run i t with a management contract. 
Lly own people last nig)\t wore amazed. So I said 
all right , "You gave us a plan along those l i n ea . 
How woul d you l ike to have it run, if you vere 
writing the t icket?" Rather than l i cense , they 
would like us - now, iir i ght "aid you could t ake 
a factory 500 miles or 2500 miles away and build 
i t fo r them and they rlll run it . Pratt l< Ylhitney 
say they-can ' t do it, because all their supply 
ia in New Engl and and you would have to move into 
!lew Eng! and with them, so there is t he d1 fference , 
but Curtiss would like to have the Gove:mment 
buil d a plant and lease i t to them a t any place 
in the United States that the Covernmen t ~~ta 
.to put i t . 

I am trying to take this slowly, because both 
the Army and tlavy are not ready with a p lan. 
These engine fellows are not r eady . I waa 
earnestl y impressed with this list that General 
Brett gave me , showing the a dditional plant 
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capacity which is available. It 1s amazing how 
ll1&JV or theo run out or orders very soon and 
they go rr0111 solll8 thing lilce - I rorget the 
square rootage which is available here, but I 
was simply &D.zed that in the plane industry 
the productive war ca pacity is - in present 
use, is 7 , 600, 000 reet and the man hours 1s -
no, at million man houra and with the present 
floor apace, they would go t o 21 million, It 
shows wh~t could be done wi t hout any more brick 
and mortar, so that all goes back to the engines . 

\'11th Brott and Kraus working day and night to 
bring in a plan, these engine rellows working 
to bring in a plan, by the end or the week 
we OU8ht to have somethins that we can sit 
down and say, "'l'his is what we would lilco to 
do with the engines. Army and Navy would like 
to do thie . " 

Maybe your rellows (Hinckley's) can work on 
this , too. 

Sure. 

And just to make sure we don't overlook anything, 
I 8.1'1 go 1ng to got some engin eors not in the Arrti;J 
and navy and I th~ by tho end of the • eek we 
wUl have an engine pro gran and I think •e will 
be doing swell 1!' we have one by the end of the 
week. 

Then the other thing which I impressed on t h ese 
people is, I think the Na vy is a little bit ahead or the Army on their paper work, Ylben the bill 
pa sses , ~a to letting contracts . Maybe that ia 
unfair. 

Ue have gone as rar aa we could •1th opti ons. 

Oh, we are pretty well set. 

Are you auref 

\'/e are in pretty good a.hape, 
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If there waa no competitive bidding and the 
bill paaaed a week from today , would you be 
ready to let the contractaT 

Aa aoon aa the typewritten forma a re ready, 
we are juat ready tor thea. 

I don't mean to say that the signature would 
be on the contracts so the contra ctor woul d 
start working. 

l'le can sign contracts in 24 ho.urs a f ter we ge t 
the money, s ir. These men know what they want 
and --

You have got a lot of witneaaea here , Louie. 

l/e did it once before. l'le can do it again. 

1·1e will hold you to it . 

VIe will do it . Oh, there may be some isolated 
instance there, but I mean the bulk of them 
can be done in 24 hours . 

But thia engine thing - and I waa thinking or 
the posa1b111ty or calling up llr. Sloan and aak-
1ng h1m to come down here tomorrow becau5e t hat 
Allison thing is a mesa. 

Di d you go t hold of Chryalerf 

He i s coming 1n at 10: 30. unfortunately, the 
story ia out in the newspa per about Chrysler. 
They know it Fri day. The Timea reporter asked 
me a bout it and I said I wouldn't lie, but they 
are coming in at 10:30. If I could work thia 
way for the t ime being with General Brett and 
Kraua and then having them - it is up to thOID 
to koep feeding their auperiora the atuff. I t 
aavee me - i t makea it much easier for me . Ia 
that all rigbtT 

Perfectly a ll right. 

It ia the amart thi ng to do. 
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And you (Hinckley) sit in, too. They will 
know--

If t hey don't , we will shoot them as the first 
war casualti es. 

They will know and if they don' t tel l you, it 
is on their heads , but it makes it mudb easier 
for me . 

I would like, if possible, to get a list of 
the licensing rights both the A~ and Navy 
have from Pntt & fohitne:r and Curtiaa-Wrigllt . 
The Cu.rtis s - m•ight l i ce.neing fe:Llow, their 
attorney, 1s ln town r i ght now and we are 
going rlgllt to wolic on that . 

It ouglltn ' t to take ver;r long. v.bat i s the 
name of the ~lajor that hae got that stuf'ff 

Colonel Bogan. 

Yea. Will you phone him, Genorel Brett? 

Yea, air. 

Gentlemen, jus t use ~ room in any way you want . 
I am go i ng in the other r oom. 

31 
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V.a :r 20, 19lio 
ll : 26 a . m. 

H. Y.Jr: Hello . 

O,er otor: }!r. Purvis has not r e t urned t o his offic e and t hey 
are trying t o find him and ask h im to call you . 

':! ." . Jr : W111 vou do t ha t? 

0: Ri<>ht . 

'! .". Jr: Thank yon . 

~ . " . . rr : 

Art !our 
Purvis : 

'! . " . Jr : 

P: 

·· . '.~ . Jr : 

P: 

? ." . Jr: 

P: 

H. •I. . J r: 

P: 

H . l~ . Jr: 

ll : 27 a • ., . 

Hello. Hello. 

Arthur Purvis speakln~ . 

How a r e you? 

Good morni ng . Fine , exoep t that there's a bout a 
nine-rin2 c! rous goin~ on and I ' m sure 1t must be 
just as bad as worse fo r you . 

!low, I ' m eall1n" - - can I poe t whet I have off my 
ohest f irst? 

Yeo . 

I 1 ve been wo rk l n2 on th 1& en21ne busineos, and I 
really -- 1t - - we have no 1nl1ned a1 r cooled 

enPi ne t hat -- wi th t he exoent1on of Allison and 
we 're not gett i ng any of those . Theref or e , we ' d 
11ke your Go vernment - - hello? 

Yes. 

To oonsider ao pr ompt l y as possibl e -- bello? 

Yes. 

Whether t hey' l l g ive t he Uni ted Sta te& Government 
a 11oense t o manuf ac t ure t he Rolla- Royce en~1ne . 
Kello! 
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P: 

H.M.Jr: 

P: 

H . '~ . Jr : 

P: 

c . '~ . Jr: 

P: 

~ : 

P: 

H.V..Jr: 

P: 
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Yea. 

And we in turn will turn that over to Chrysler. 
~rotors . Now , Y..r . Keller Just lett here and he 
says he ' s a great triend ot yours . 

Yes , I know him. 

He ' e go i n.r to leave on t he t our o ' clock train t o go 
u~ to New .York, and he ' d li~e to see you t oni ght 
and talk to you about it. 

Yes. Now, the t would be tine exce.,t that I'm 
terribly - - I've ~ot a terrible list or etutt that 
I wanted to talk wi th you, it I could . 

Well , I know but -- I mran , could you see Keller 
tonight? 

Ot course I will. Ye e . J.!y only hope we s the t I 
mi~ht have come down and been able to talk with 
you but ~erha~e 1! you woul~ le t me by send-
ing in some memore.nda on the very most urgent things 
throullh Ballantyne to Youn~ tor you t o l ook at, 
per haps we could carry on on t he tele~hone until 
after I have seen Keller and then tor me t o come 
down tomorrow, it you could ~pPre the time. 

Well now, Ke l ler i s here. He Jus t - - you could aes 
hio here. 

Yes, my tho~t was to come on down this afternoon 
anyway illMiedia t ely - - I've ~ t two other urgen t 
a ppointments that I ought t o make that beer on t he 
same kind or ~~n~s and then I thought I ' d come 
down and await t he opportuni t y or a talk wtth you. 
But I coul d see him there and would be there this 
afternoon. 

We11 , will you hold the wtre Just a minute? 

Yes . 

(Brier :oause . ) 

Hello . 

Yea. 
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H. J.! .Jr: 

P: 

H. !!. Jr: 

P: 

!J ." . Jr: 

? : 

H.!·' . Jr: 

P: 

:r ." .Jr : 

P: 

u.v . Jr : 

P: 

P: 

H. !-!.Jr: 

P: 
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'!'he best I can do would be to see you at my of'fice 
tooorrow morning a t nine o'clock. 

Yea. 

No~•, that's t he beat I oan do. 

We1~ then, in that case it might be better tor me to 
get my stuff all toget~er and see Keller tbie after­
neon. 

Well , any way t ha t :vou want but t he best that I can 
do would be nine o ' clock my office tomorrow morning. 

Coed. Now t hen, in tha~ case may I make one ot her 
observation. If I get into a great ditticult;v on 
for 1nst8.!lce Colt guns or something like that , can 
I pass word through Young today? 

Yes, ;vou can. 

Good. 

Now what would vou like me to tell Keller? 

That I will see him 1t he would 1f be woul " tele'l 
phone me when he ge t s 1n I wil l be eure to see him 
this e.t'ternoon. 

Well, where could he reach vou? 

qe can reach me at ~Y office on Hanover 2~ -­
Hanover 2- 2460 -- Hanover 2- 2460. 

Well , Ha~ilton •.••.• 

Hanover 2 •••••• 

Well, will )IOU be there? He ' ll get in there about 
7:30 or S:OO you !<now. 

~lell , in that ca se he ' d better have t he Hampshire 
House, and I shall be available a t the Hampshire House. 

At the Hampshire House? 

Yea. 
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H.'!. Jr: 

1> : 

P: 

.n -D 
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Just call Hampshire House. 

I! he cal l a Hampshire House he ' ll get me . 

Right. Then 1 111 aee you at ni ne tomorrow mor ning. 

All right , tine. 

Thanlc you . 

Thank you very much. 
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'II!JI()IIAI1lW 1'011 TD PUSIIWh 

S.U.\&1'7 of war, aft1A1Ic la1a U.\ \ale !r-tar7 D pw' \ 

will &ladl;r coepente wlUI \he 'lar ~ ill \ale pi ; .. 

\loe of a ....twtoe of \ale •s.s.-aa...tl'b~•U '-'• 

)'\le to Jllr. 'l'bom(liOD 
. J • •M• ••• J r-
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\1oe or a .....u1oe or tbo ,~,_u ~oet. 

OIIIG11" t FORWIROED TO A~~ 
fP Offtl.£ Of T"E ~ECMTMIY ... __ ... 
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u .. tbat u. Wlt.r ~ wUl ... 11- ... ,, Ndt)' 

to psauart U.e rl- ill ,....n to U. N'IIUt• of U. 

n-"'-11 .let. 

I u u...-1 b)' U. ~ ~ U.t U will 

... b&PPJ to wol'tr wi\1; u. linT lllld ...... ~ ill * 
JIONP&NU• of W.. lecialaUoe. 
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THE WHITE HOUSE 

WASHINGTON 

ll.a.y 16, la.cl . 

ILEliORANDUlt FOR 

THE SECRETARY OF '!'HE TREASURY 

FOR PREPARATIOB OF REPLY FOR 

liT SIGliATUIU:. 

r. D. R. 
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llaehinl"ton 

J.<ay 14, 194o. 

~!E:{ORANDtm FOR THE PRESIDENT: 

With reference t o your me~r.oranduM or ~!ay 
S, 1>4o, concerning a revision of the Vinson-TraMnell 
Act beinor currently preoared b)l the Treasury Depert­
~ent, the nr ol)osed tour- year carryover of ne t losses , 
which I assume refers t o naval vessels, i8 l)rimarily 
ot interest t o the Navy Departmen t and i8 not ob ject­
i onable to the War Department. 

The other ~roposed chan~~s which a r e expected 
to be considered by th e next Congress will be ~iven 
careful considerati on, i n ooordinntion with the Treasury 
a nd Navy Del)ertmente. I t is aeeu.,ed tha t the We.r De­
partment wi11 be given ol)~ortunity t o ~resent its views 
in regard t hereto in due course. 

(Si~ned) !-larry 11oc<'r1nl!'. 

Secretarv of War. 
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RB AIR EXPANSION PROOIWI ... ,. 20, 1940 
3141i p . m. 

Preeentz 

llinckleyz 

H. Jj.Jr: 

llinckleyz 

K. M. .Jr: 

H1nokleyz 

ll1nckl6)"1 

Here ia a •-r,. on Ed-rd P. Warner. Thia 
1a taken t"roa Who • a Vlho . 

Now, this 1a what I wanted 70ur help on, 1t 
you think 1t 1a a good i dea. 

Here i s George Head. Now, George Mead haa 
the record ot one ot the three or four beat 
engine dea1gnere 1n the UnJ.ted States, He 
has also been an execut i ve for the Pratt & 

Vlh1tney Company and United Airorart. Then he 
got in some kind of a row with the new aanage• 
-..t and he d1.dn 1 t like 1t any more . 

That ia what I wanted to do . I want to get in 
here tour or five fellows Who are not on an,y• 
body ' a payroll , including the ~ and Navy, 
and have them ecce down here , just fellows that 

know engines and sit around and talk, "'l'lhat about 
this Continental engine and What about tbia and 
what about that , • because I am not sold at all 
that tha Arm7 and Navy have got the last word. 

Wha t I am trying to get ia - 70u see, I called 
up M.I.T. thla morn1.ng and they suggested C. P. 
and B. N. Ta7lor, George Mead and Hunaaker, aee. 
What would 70u think or getting those tellowaT 

I think the7 would be a great help. or course, 
of the three , Mead is tope. Mead ' s heal th has 
been bad and that ia one reason he retired from 
Pratt & Whitney, but he ia absolutely outetand1ng 
1n t he field and recently he wee put on B.A. C. A. 
We are trying to eat up now, before Budget , a 
request for aome money to go to an engine reaearoh 
laboratory aozne place 1n t he W.ddleweat. 'lhat 
is the N. A.C.A. 

Who 1a the head of thatT 

A .an by the name ot aub. 

Am I crossing wirea w1 tb anybody 1t I aak --
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Hinckley 1 

Hinckley : 

H. U. Jr : 

Ein ck l ey : 

}! . I. . • Jr: 

".inck l cy: 

Hi ncl:l ey : 

l'lnck l cy : 

H. t! . Jr : 

Hinckley : 

H . ~.~ .Jr : 

Hi nckley : 

H . I~ . Jr : 
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No, indeed. 

How about Hunsaker? 

You are no t crossi.ng any wiree . You are calling 
then not as members of the N. A. C. A. but as i n­
d ividuals. 

I was going to ask you to do i t for me. 

All right. 

I tell you mat I tho\18ht we might do . Do you 
think you can get hol d o f ~ead and get him down 
hero tomorrow? 

I can try . It his health 1e good, I think be 
will come, because he i e comin£ in a few da ys 
anyway for an N. A. C. A. meeting . 

I was going to sugges t 3 : 00 o'clock tomorrow. 
Do you think that in t oo short notice? 

Well , let 's s ee if we can get him fo r tomorrow 
and if 1'1e can ' t , we wil l make i t Wednesday. 

Thon I wil l put thi ~ down, Hinckley, 3 : 00 to­
n or row. I •tould like Hunsaker. I have got 
Llead and you ment i oned some other name . 

llo , you had ? a ylor the re . Thoy say there are 
two ~ylors . Are tho y at •l . I . T. t 

Yes , and I said I would do t h i s t h rough Dr. Co~­
tcn . 

All right. 

doth 
too . 
them 

c. P . and 1::. N. Taylor and Hunsll.ker is 
He said i f we would call up , he would 

down. Now , have you got Mend 

there , 
send 

I will call Llead and you will call Compton, i s 
that the idea? 

No , I thought - -
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Hinckley: 

H. J£. Jr: 

H1.n c)< ley: 

I! . U. Jr: 

J'lnckley : 

H. ll. Jr: 

Hinckley: 

H. Y. . Jr: 

Hinckley: 

!l . J•. Jr: 

Hinckley: 

l! . !l .Jr: 

Hinckley: 

H.II. Jr: 

• 
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You want me t o call Canptont 

Do you mindt 

Not at all . 

I can do it. I will have U.o do i t , I will 
get Taylor and Hunsaker down he re if you will 
get Uead. 

All right , that i s fine . I tell you, though, 
maybe I should do it all in order to - no , I 
will call Mead f irst and if he can come tomorrow 
then we will got the other fellows - -

I would rather have you do the Whole thing, if 
you don ' t mind , 

All right. 

I thought you could kind of koop 1n touch with 
them for me , that YIO would havo them meet hero 
and tell them 'What "e have in mind and you 
would nurse t his thing on for mo. Vlou1d you 
bo willing to do thatt 

I will be tickled to death to do 1t and t h en 
what I can do, any time I ., tied down if thoro 
is eomething oleo and I am buay as a bird dog 
on this pilot training thing, trying to ge t 
Colonel Knox ou t of the woods - he has got ua 
all crossed up , 

\"loll , either you or - this isn't going to got 
me i n this N.A. C. A. tbingt 

Not at all . 

You see, what I want is people not connected with 
the A.rmy or Navy or on a payroll 1n 1nduetry. 

But these people are not down here on research. 
They are down bore to give you expert advice 
right now, 

Tb&t 1s right. And then I have got & c&ll 1n 
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Hinckloys 

H, !I.Jrs 

!!1nekley: 

H. U. Jr: 

Hinckloys 

l! inckleys 

H. !I. J r: 

Hi nckley: 

H. JJ . Jr: 

1'.1nckloy : 

H. rt . Jr: 

H1nekloys 

·------~------------~-------L~ 
• 0 .. • • .. • .. .. • .. • • • • • • • • 
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for the President of california Tech. and I 
will talk to h1m. 

Clark Miller might be good on aerodynami cs 
instead of engine engineering. 

I told him engines; · I find there 1a qui te a · 
dh tinction. 

Oh y es, indeed . 

I aJ:I t alking just about onginoe. I want to alii< 
these babies WhY tho hell haven't they got a 
d i esel engine, is one of the th1ngs . 

Wel~, George Uead can probably tell you that . 
He has been in the li . A.C. A. practically ever 
since i ts inception in 19~4. 

Cnn he give the answer? 

Sure , he can give you the 'llhOlCl history of 
diesel engines. 

No , I just <~ant an engine. 

You might a sk Packard 11by they couldn ' t give us 
a decent one . 

If we get these babi es together , you can turn 
this over to Warner if you wan t to, and if they 
can't come at 3 : 00 tomorrow, you let me know. 

All right . 

But you t hink it t s a good i dea? 

It is the only way you can doublecheck it. I 
agree with you. 
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OOlll' I llZ!l'r U L 

Na.y 20, 1940 

-ro: The Secreter:~ 

....... , l'or. Young 

I t ellced vith Cepte.in Colllna ton!S}lt concernl~~& 
t he Q41a8GO he h~ r ece!Ted troa Gonaral Bret t vi th 
roopoct to Allison. Csptein Col llno otated thAt Allloon 
ooUaat ed It could IJ)eed up Ita pe&t production, >d\lch 
calla for 400 plane a per e>Ont b , t o & peale production of 
l, 000 pla~~eo per mont h . 

't'hh vould bo made pooolble throuS}l uoln& tho 
Allhon plliDt pr imarily ae an auombl;y plMt although 
certain manutecturill& o:peratlou vould otlll bo carried 
on thoro. Tho r oot of the llllliUfllcturl114 oporaUona 
vo1~d be farmed out to other General Motoro ouboldlorloe. 

Captain Coll lne I a expect ing a •ore compl ete repor t 
trom General Brett In a dey or tvo. 

~-
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ll&ka i a order \lla \ aora ~uu Uaa •:r 
baoo .. au.1\abla tor ~be Unl\acl S\a\aa 
Mrlta\ •• han ao laten\loa or rahing 
prioaa or r oueh 4iaaoacla \o u. s .bu;rara 
a\ t-. al«h\a l n Loncloa aax\ waalt,' 
Sir traaa~ppa~l .. r , ohalraan or 
De Saara Coaaol14a\a4 ~inaa and ot the 
D1a.on4 Corporation, aai4 ia an 1ntar­
.,h• yaatarcta:r. 

•T-. Dia.oncl Corpont1on ancl ita 
aaaooiata4 oonoarna batwaaa ~llaa ooa­
\rol OYar 90 par oan\ ot ~ha world's 
cllaaonl! aalaa . 

••At the aame tlaa,' oontinued 
Sir !neat, ·- are aruci og 1aao41ote 
a rrangoMD.\a \o HOIIH tllat aclaquata 
allpplha or ,_ atooka aui h'ble t or 
cutting and poliakia« ara aYailabla 
to tha u. s . Trade. Ia Yle• ot tho 
a tapa \ann, tharatora, there l a no 
4aagar or ao;r ahortego claYolopl ng.• 

" .lie atronglJ auartad ttla t De 
near• end the rta~oncl Co~oratloa 
haTe no ottioial ageata tor the aala 
ot diaconcla in the u. s. l t oartalo 
poraona, ba aaid , haYa bean purportiA& 
that tbe:r are our ortiolal ·~onto, t hia 
1a eatlrol r ~true. ·• ha Ya no r epra­
aeotatiYea ia Aaarlca, but it wa daaicla 
to tla•• repraaaota tiTaa there we ahoulcl 
aalra u ottloh~ aanoun-at to that 
er tect . 

·~llaatiooed aa t o the rutura ot the 
i 2yortaat Low Countrlea• cu t ting and 
pol1ahiag cllaaoad iaelldtrha, oir l raoat 
aoi d that in oonj uaot1on ~tb the autbor1-
~1aa or tba oo~triea oonoerao4, atapa 
wer e 'being t aken to ro-utetlh h these 
ioduatrioa alaawhera . AA7 4ao1alon aa 
t o the ulttmata deetinotloo or tbe trRdo 
could not, howaYar, ;rat be .. de aiaoa 1\ 
Copendad on tha turn Ot eYaata in the 
Low Oountrloa ia the ocala& waalta. 

• lie 1nt1uto4, na•ar\bal eaa, caat 
tba people ch1otl;r oonoarnad m&J tblnlt 
lt aero daalrabla \o aata'bllah the ladue-

try 
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TREASURY DEPARTMENT 

INTER-O FFICE COMMU NIC ATION 

DA'n May 20, 191!0 

ro Secretar~:;entbau 

Kr. H~-

• 
"''"' 

The attached tables and chart show rev1eed figures on 
employment under the Work Pr oJect s Adminis t rat i on . This 
employment declined by 51,000 per sons , from 2,059,000 persona 
t or t he week ended May 1, 1940 to 2,008,000 per sons t or t he 
week ended May !, 1940 . 

Attachlllente 

52 
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VORl: PROJECTS ADM.INISTR.UIOII 
lluaber ot Vorkere Eap1oyed - VeeklJ 

United Btatea 

Week Ending 
1939-4<> 

October ~ 
October 11 
Oct ober 18 
Oct ober 25 

Noveaber 1 
Noveaber S 
Noveaber 15 
Noveaber 22 
Noveaber 29 

Dece11ber 6 
December 13 
Deceaber 20 
Deoeaber 27 

January 3 
January 10 
January 17 
January 2~ 
January 31 

February 7 
February 1~ 
February 21 
February 28 

March 6 
March 13 
March 20 
Marob 27 

Apr11 3 
Apr11 10 
Apr11 17 
Apr11 2~ 

May 1 
MayS 

Source : Vork ProJect• Adll1n1etrat1on . 

!lumber ot Vorkera 
( In tboueanda) 

1,8~ 
1,875 
1,899 
1,902 

1,901 
1,929 
1,961 
1,987 
2,024 

2,075 
,2, 123 
2,144 
2,152 

2,16o 
2,190 
2,222 
2,244 
2,266 

2,2U 
2, 306 
2, 314 
2,32 

2,32~ 
2,319 
2,312 
2 , 2U 

2,2~ 
2,162 
2,118 
2 ,093 

2,059 
2,008 
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1937 
Ju1:r 
Auguet 
Septeaber 
October 
Noveaber 
Deoeaber 

1938 
Januar:r 
Februar:r 
I! arch 
April 
Ma;r 
June 
Jul:r 
Auguet 
Septeaber 
October 
November 
December 

1939 
Januar:r 
February 
March 
April 
May 
June 
Ju1:r 
Auguet 
September 
October 
November 
December 

1940 
Ja.nuar:r 
February 
l!aroh 
April 

VORl PROJECTS ADMINISTRATION 
Nuaber ot Worker• Eaplo;red - XonthlJ 

United Stat .. 

Nuaber ot Yortere 
(In thoueande) 

1,569 
1,430 
1,~ 
1 ,476 
1 ,520 
1,671 

1,901 
2 ,075 
2,445 
2,<;82 
2,678 
2,807 
3 , 053 
3,171 
3 , 228 
3,346 
3 ,287 
3,094 

2,986 
3,043 
2,980 
2, 751 
2,600 
2 ,551 
2,200 
1,842 
1,790 
1,902 
2 ,024 
2 ,152 

2,266 
2,324 
2,288 
2,093 

Source: York ProJeote Ada1n1atrat1on. 

Monthl:r t1gure 1 are veetl:r t1guree t or the lateet 
veet ot the aonth. 

The:r i nclude oert1t1ed and noncert1t1ed vortere . 
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hcr~aJT of S\ah, 

Waahi~oa. 

llq 20, 5 II ·•• 

GIAf 

c.l.C"&Ua 

Dah4 llq 20, lgllo 

bo 14 21leo }I.a. 

OoTen.ea\ of ID41a baa b\ro4v.ce4 a qn• of 0011\rel 

b7 liceaa .. onr \u ~onaUoa of \U -ber of claaMo 

of coob -ac 'tOhich are 1aclwle4 \he follovlac• nor 

co\toa , ao\or 'HIIJ.cleo, \oUn req11ioihe all4 -· 

:prop.rh\aJT all4 pa\ea\ ao41cluo, ra41oe, upooo4 oia-­

\OCI'IIJ>h fUae, bear, aaautaotuzee of tobacco, tr .. h all4 

pr .. oi'Te4 fruih, Juo, pleldee, ~ o~era, t\aUOilii'To 

laa\her, I"AAIber Uree aD4 o\her I"AAI'bv aaaofactv .. , 

vaartac _.-ol, ba'bv4tohe1'7, re(\11.1 oUeo for -eo 8114 

lpOMI , bal'4w.re all4 clocka • 

.Ul coo4e U..ono4 froa }llaoto 1a tile lll'tUoh ... ire 

u;cep\ lloac lloac are eu19\ fr• abo?e renrlcUoa aeept 

proprlnaJT &114 pa\aa\ ao41o1aea, rubber I'M4•• 1\aUo...,. 

aa4 ao\or 'HIIJ.cl... .All coM• 11rle4 u.n ~r\14 troa 

h&DCe are nl>Jeo\ \o llooaM uoep\ \olln req11ioUea, 

- aa4 apparel. 

Wo r-rlcrUoa v1U 'be IIP}Il1e4 \o echl4alo4 coo&• 

arrlTiac 1a Ia41a oa or Woro 27\ll llq v \looM ar4•14 

w .... 
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beforo 15th llq aad ohipped. to 11141& b7 27th llq pro'ricl.ed. 

trcoaoUona aJ'O rochhred. w1 th lloport !red.o Coat roller, 

Oel""Ua, !oabq, llecl.rao or krach1 bel' oro 20th Jau. 

u -· 'QIIol.erotoocl. that u ....... for ceer&l U!porto 

of oched.W.ecl. coocl.o will be s:rcted. oaq to aoot 'rit&l 

roquir•enh. 

Goocl.o U!ported. b7 C81ltr&l Oonru..,t for cl.efoaao 

purpoooo ..,, u.,..t fro• rootr1cUono •• .... pooooncero 

'l>oaace· 

ORO!ll 
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STRICTLY CONFIDENTI AL 
TREASURY DEPARTMENT 

INTEII.OFl'ICE COMMUNICATION 

llr. hba tol4 .. o.t ) o'clooll: thio o.ttonooD \b&t t1u1 h-1 :S.IIrft 

lllwllc of llew Torll: b&4 t odq ... ceh'a4 thrao coblecruo fr ... Pull, olcu4 b7 

~be NaUonal lloall: of l!dci ... , ill oa.re of \ho liiDII: of rr...c., In &Dawor to 

hh 1Dqv.ir7, I told. fAoD \b&t ... b&4 DOt I'IOI1ft4 &AT 1Dforat1oll froa 

Parl.o to tho affect th&t \ho I&UoD&l li&Dk of llol4:f. ... b&4 MID tr~.~~.afono4 

to that c1t7. 
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hbD MDt10ill4 th&t Olll of tlul cobloCI'UI .Uthol'iol4 tbe ~llt of 

$1,000,000 to llr. ftlenDJ.o. fAoll:o &oDd. .. tlul ot&tua of thio cat~. I 

oxpl&1,.4 tbet ho •• 1.11 41ib&oao.4or 0111.\ to tbe 1llll.to4 8t&too on & opeol.al 

aiuio11 ud. b&4 'Men roco1Y04 b7 \ho State 1.11.4 ~ ... ....,. Depar-t ill thio 

copacit7, I offered t o obt&in o. oortific&U fr ... tlul 1Jeparao111.t of lt&to o.o 

to !hawl1o ' otatno, 1.11.4 aloo to illqiUro of l'll.rio 1a :ropr4 to tlul F•olllt 

loco.Uon of tl>e laUOil&l li&Dk of 1e1c1-. 1f hbll:o deoin4. Be 11.14 Ill -a 

let •• heo.r froa hi& later, 

"hdeftl boom lallll: of lin Torll: b&o ..-1ft<!. a 

••ot«e froa tl>e l!&nqna llaUoDOJ.• de l!olpqna o/o 

l!t.loqu de lrallco, Pleo.oo oa'blo coDfiraUon tb&t 

llt.llqu lationalo de: Jelciqna 1o oat&bUol>e4 1.11.4 ~UoD­

illc 1n P&l'io. • 

I ob&ll otnq toeorrow aol'll.iac, t ocotllar 1f1 \h llr. J..,.otoin, t1u1 oorrao­

POndenoo llhioh w h&n ....,.1n4 froa t1u1 llolciall.t.abao....,.. ....,...t17, all4 

thlll CODoider tlla •Uor of Mqnaotlnc &DTthillC turihor froa tl>e Jolci&a 

.t.ahaoa&dor with roQOOt to t1>e tr&Dafor of t1u1 Cllltral l!&nll: tr001 Jroclolllo 

to P&rio, 
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lo !1U.e 

'1'11• .ro~ral boone JeDII: of 1ft York bae to4q 

reoe1'fW4 - .. bloa tr011 l'Uio •Scu4 l!aDqu 

¥at1onalo ~ Jolcique, c&ro Janque ~ .frauoo, 

P&rho 1'haao c&blaa are propo.r :Q< taata4 accor41Jic 

to tile cable teat arracp• Dt bataeoD \he .ra~r&l 

leao..,. - of 1 .. York Md tho Juqua latioaalo 

~ lelciqv.e, 1'ho .fo~r&l leao..,. JeDII: o1' 1 .. York 

a,..eatot 1, !hat t ile State DapN't .. Dt raqueat 

t bo lell!l.&D J.abaeaa4or to coDfi,. t hat t ho Janquo 

llatioD&lo ~ llal&iqua haa •o.,o4 to P&rh &Dd h 

boi ac oporata4 troa thoro m:d t hat tbia h .uthorhod 

=~r Jelc1&.D a.: 2. !bat t ho State Dapartaont alao 

r equoata abilar eoD1'1raUoD tr .. tile .Aaeric&D •b&aot 

in Paria: and 3. !hat tba State llof.N'bont t.4Yho 

tba h~r&l Ieee,.. - of 1 .. York of tba ro .. i)'t 

of ouch eontiru.Uona fro• tho llaJ.cian A:lbaaaa4or and 

tbo J.aor ic&D .labaaq in PUla, 
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• 
STRICTLY CONFIDENTIA L 

TREASURY DEPARTMENT 

INTER·Of'P'ICI: COMMUNICATION 

DAft llq 20, 19i!O 

...ON ltr, Cocllraa 

Otf tol.&l oaloo of Br1Uih owao4 dollar o-..tu .. '4114or tu noUac 
order offoot1Yo robraar,r 191 

lo, of Sharoo 
Sol4 

l!q 

~~ 
~~ 
17 
18 

'lO'UL JOa dll: 

Saloo tl'oa 
J'o bl'UAl'7 22 to 
l!q 11, iDol. 

TOJ!AL mnn 22 
TO IIAt lS, IJCI., 

1,554 
111 
111 

11,230 
111 
111 

12, 7S4 

1,312,630 

$ Proooo4o of Joa1D&l Val~W 
Sbaroo 8o14 of Boll4o Bo14 

127. 9115 lfll 
IU Ill 
11.1 198,000 

!97.3!9 111 
IU 111 
Ill 111 

1,025.33~ 19!,000 

lill1~20,z6l 1.~.~ 

$ Prooooclo of 
Boa4o Sol4 

111 
111 

121,966 
IU 
IU 
IU 

121,966 

1.0~1.~20 

1,173,216 

. so 

VUI> rotor...co to tu truoacUo11o carried. wt oa - 15 all4 16, ltr. 01ttor« 
told llr, Pl111"'t that tuoo .,. ... 11ac1• trauacuo .. o, .-4• ouh14o of the -*-'• 
Rd MI'O]¥ OOIIploto4 COIItraotl wbicll lla4 b .. a 11l14er UpUaU011 before tlla aaftlt 
11Uip04. 

Vllth tlla BriUoll ott1o1alo llan aa4• ao -nt to • 011 tu point, 1t 11, 
of COVM, 11l14eretoo4 that tlla JrU1oh han ~ nttorod. (Rite a lo .. in tu 
'tal"" of tu .61aorioaD oOCilrlUoo wbloll tllaT obtalud UD.clor tlla oocoa4 notlJIC 
or4or, 11114 pa14 tor on the bulo of tu az!<»t Yalue tileD. obtahiJIC. It • ,., 

to bo 10111 wbetllar iUT will Mlto aq oal .. at pi'tll•t pl'icoo, otllor tllall t hooo 
IIICOII&J7 to ca~oto coatraoto, or wllatllar theT '1'111 -1t aa uptD.nl lD. U.. 
-.rat. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER-Of1'1Ca COMNUNICAT10N 

DAft - l!O, 19110 

• ..,.. llr. Ooollna 

llr. boice tol4 • '117 hlept>ou thio IIOnllllc \bat \he Mlalotor of lwU& 
,... to ...U at tho :h4on.l ll .. ono INk tlllo &Roraooa la roprd to a ""7 
11orot tr&DaacUoa. It IIPPoar• that tho ltato D.pan-t llu wrlttoa the 
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b&Dlr: UrooUT la roprd to a pla wllero'b7 the _.,...h of tho Snrlpo lllltebal< 
V<n114 bo tr&Doforro4 to tho he41oll XWotor, 

Regraded Uclassified



TREASURY DEPARTMENT 

INTER-oFFICE CONNUNlCATION 

STRI CTLY CONFIDENTIAL 
.t.t 11}5 on S.tur4a.T, llaT 18, llr. Oaoton told M tbat llr ... 1111 11&4 t olo­

phone4 troll Ull ~u Depar-t to &lit u to arruce tor Pruta...t l!arrbon 
o! tho J'e41ral B.uene l!.Dlt ot 1.., Torll: to rece1YI tu .,_,1&11 IIWohr oa 
lloo417. 

fho IIWot .. 41otreo aootot....,, 1a obtatntac ianraDCI oa $90,000,000 ot 
col4 11h1ell h \o be abippe4 to 1.., Torll: to be plaoe4 11Dcler ...-..rll:. 

I calle4 tu J'e41ral B.eoene l!.Dlt at lew Torlt at 11115. I •• not able to 
reeell ao:r o!t1e>er, but pYI llr. L144;r tb.o _,__., witb. tb.o requot th&i it 
be pl&C>e4 before lll11ro, l!arrhoa aa4 I':Aoll:l tu tlret tb.iac lloU.T 110rntac. 

/~f· 
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TREAS URY DEPARTMENT 

INTER..OFFICE COMMUNICATION 

TO 

Hr . Haaa • 

COIQ'IDEII'l'IAL 

DATa J(ay 20, 1940 

Subject: 

Seoret&rT~enth&u 

The Bu ineee Situatio~f. 
Week ending May 18, 1,-..0. 

Conolueione 

(1) The 1mpr oY1ng bueinese out look baa bean atrangthened 
by the expansion and epeeding up or the Adm1n1atration1 e arma­
ment program, ~hich ~11 proYids additional Yoluaes or na~ or­
dar e for such important products as steel , textilea, and build­
i ng materials, that were not oontHplattd a week ago. Inoreaaed 
f oreign orders can alec be expected, since the 1DYasion of the 
Low Countries has out ott i mport ant eouroea of eteel and other 
products. Purchasing agents are planning to increase their bUT­
lng of materials l1kel7 to be affected by the defenee prograa . 

(2) The general improvement ln buslneaa activity bae con­
tinued tor the third euooeeslve week. The New York Times index 
l n the second week or May roee to an FRB equiYalent of 105, 
which compares wi th a figure of 102 in April. 

( 3) Further impronment 18 i ndicated tor the follo~ng 
week: 

(a ) Aided by increased new ordere , eteel aotiYity 
has incr eased sharply to 70 pe.r cent or capacity, and a 
further adYanoe t o 73 per cent ie indicated by eohedulee 
f or the current week. 

(b) The ueual seaeonal decli ne in automobil e pr oduc­
tion bas been r et arded by an i .mproyeaent in t ales duri ng 
the first period of J(ay, and production baa inst ead been 
increased slightly . 

(4) SVift deolinee 1n eeourity and oouodity prioee laet 
week, reflecting a t ear that the war alght quickly be ended 
by a O.raa:n Yiot ory, baYe added an uncer tain peyoholog1oal 
element to the buaineee picture that cannot at thie tlae be 
accuratelY appraleed. Ita effect on bueineee ao t 1Yity ~ll 
depend in large degree on whet her or not the O.raan aucceeeea 
pro•e transitory . 
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Seoretar.r Korgentbau - 2 

Detenaa progr.. atreng!hene busineaa outlook 

The expansion and speeding up ot the national araaaent 
program Will contribute toward a further strengthening ot t he 
business outlook, particularly it the prograa gate qu1oltl7 
under W&J . While it ia cbvicualy difficult to translate the 
program in terms ot ita ettect on the buaineee picture, it 
aeems likel y that it Will have soae tmaediate payohological 
influence in strengthen.ing buUneae activity , in advance ct 
lta eventual effect on actual orders tor auoh lllportant aater-
1al a as steel products, texti l e s , and building aateriale. 

Preas reports indicate that purchasing agents are giving 
a t tention to t he possibility of a rias in prices tor strategic 
materials atfeoted by the defenae prograa, and are planning t o 
increase their forward purchases of such aateri&la in advance 
of Government buying. The presi dent of the Purchasing Agenta' 
Aaeoc1at i c n of New York auggeata that inventoriee of co .. odi­
tiee primarily attected by the ~ent prograa be 1noreaeed 
t o six months' requ1remente . D1ff1cultiea are aa1d to have 
alread7 developed in obtaining freely euoh aater1ale ae quick­
silver, toluol, and picric acid. 

Business iaprovement continues 

Weekly bus ineaa indices have ahovn general 1aproveaent 
t or the third auooeaaive week. Our weekly eat1118te of the rRB 
index baaed on the New York T1aea index of bus1neae activity, 
attar holding unchanged at 102 during t he t our weeks of April , 
r ose to 103 in t h e first wee.k of May and to 105 in the week 
ended May 11. An additional increase seems pr obable during 
the following week, since both ateel production and autoaobile 
pr oduction ( aeaaonally adJusted) have sho .. '!l further substantial 
improveaent. · 

A decline i n t he FRB index to 102 i .n April, ae compared 
Wi th l o4 ( revieed) in March , baa been f ollowed by 1ncreaaed 
activity in steel and eoae other lines during May, accord.lng 
to a state11ent last week from t h.e Federal Reeerve Board. 

The New York T1aes index t or the week ended May 11 rose 
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l.l point e to 94.7 , or about 2 pointe above the low reached 
early in A~il, with increases shown in all component s except 
electric po~er production. The principal factor in the advance 
vaa a aarked cont ra-eeaeonal increase 1n steel ingot production. 
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8eoretar.r Korgenthau - 3 

J'rtight oar loa41DC• again 110nd ahead aa a r .. ult ot turther 
gaina in eh1paenta ot ora dOVII the Great Lake a, &ltho'QCh a 
oontra-aeaeonal inoreaaa in aiaoallalleoua oarl o&41QSa &lao 
contributed to the better ahoW1QS. Contira1DC the trell4 ehon 
bJ t he Jaw York ~1aea index, Barron'• iD4ax ot bueineaa aotiY-
1t7 tor the weak an41nc K&1 ll a4Y&Doe4 t o 102.3 t~ 101.0 in 
the preYioua week. 

Change in war outlook breaka aeour1t7 and oo.aoditl prioaa 

I n a eteap deol1ne, recalling t he break that followed 
Pree1dent Vllaon'• peace note in Deoeaber 1916, eecuritr 
price• last week reaponde4 to a ra41cal ah1tt in public aant1-
aent. ~ v1del7-held belief i n a prolonce4 war tolloVe4 b7 
a Y1ctorr t or the Al.l.i .. waa raplaoe4 au4den1J br the aer1oua 
poeaibil1tr ot a qulok andinc ot the war With a Geraan Ylotorr . 
Tbe reeulting heaYJ 11qu14ation ot etooke held l&rgelJ or part-
17 ae a war epeoul&t1on dropped the Dow-J'onu 1.1l4u.tr1&1 etook 
anrage 1.6 per oent in 7 dqe . ~· co.-peru With a decl11le ot 
15 per cent 1n 11 daTI 1D December 1916. Oo.ao41tr prloee , led 
b7 Wheat, &leo euttered eeYerelr. 

It 1e not poae1ble at tble time to appralae the obaDge in 
t he war aituat1on in terma ot 1te etteot on our buelneea out­
look, elnoe the p1otura obY1oualr could be r&41oallr altered 
b7 an 1aproYeMnt 1n t he Allied poa1t1on. On the other hand, 
in the IYent ot a Geraan Ylotorr a ooaplete re-appraleal ot 
our buatneee situation 1n the llght ot a ohange4 world eoonOIQ' 
would be called tor . 

~o -e extent , howeYer, the break 1D pr1oea Will tell4 
to diaturb bul1.neae oont1denoa , and aar 11&4 to (l) partial 
liqu14at1on ot 1nYentoriee that bad bean oarr1e4 at aoaewbat 
blgber than no..-al laYela ae a warttae 1naurance aga1nat 1n­
oreaeed prioee, an4 (2) aome curtailment 1n ooneuaer buJ1ng 
ot luxurJ- tJPe goode due to the preaent unoerta1ntr. 

On the other hand, there aeeaa a tendanor t o oYer-eattaate 
t he eer1oueneae ot the pr1oa deol11le . AotuallJ , indvetr1al 
nook pr1oea han deol11le4 allghtlJ len than theJ did 1n Karch 
aDd April 1939, althoup the break which took a aonth in 1939 
waa aoooapl1ahe4 thle rear 1ll one week. Ba4 1t not been tor 
the unueuallJ weak apeou.lat1Ye e1tuat1on in meat, bal1o ooa­
ao41tr pr loee ae a group would doUbtleea b&Ye deollned leae 
ateeplJ . 
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Secret ary Korgenthau - ~ 

Comoodlty prices sharply l ower 

A precipitous decline in basic commodi ty prices last 
week was centered largely in toodstutte, which had preYioualy 
been supported by the general expectat1on ot a prolonged war. 
(See Chart 1) Wheat wae the leader in the downturn, followed 
by other grains, tate and oils, and coooa; while hoge and 
eot!ee showed resistance to the decl ine. Price• ot raw indue­
trial materials aYeraged higher tor the week, largely beoauee 
ot advances in the price ot eteel s crap . A comparison ot 
priess laet Thursday w1th those ot the preceding Thursday alao 
shows advances tor rub::.er, eilk, wool, burl.ap, tin, and copper. 

Price moYemente ot individual commodities in the agricul­
tural group are shown in Chart 2, and those in the induetrial 
group in Chart 3. Steel scrap prices are shown in Chart 4 . 

Wheat tuturee , weakened by hea•y apeculatiYe buying dur­
in& AP~ declined the permiesible limit on three days laet 
week. It would appear !rom •open interest• data that t he en­
tire speculative account built up during APril, repreeenting 
futures contracte made aYailable by the hedging ot loan wheat, 
has now been liquidated. In tive days this week, the open 
int erest 1n wheat t uture• has been reduced by 31,000,000 
bushels, carrying the total to 93,500,000 bushels, which U 
below the total at the beginning ot APril. The present figures 
sugges t that the open interest baa now been reduced to below 
t he level ot the visible supply, and is therefore lese than 
the amount required to hedge the existing atook ot wheat in 
commercial channele. 

Cotton pri ces ha•e declined more than a cent a pound 
this week on the realization that the invasion ot Holland and 
Belgium baa further reduced the export market tor this com­
modity. A serious weakening in cotton prices may be seen by 
the tillle the 194<> oron reaches the ma.rket, owing to the impact 
ot a proapectiYe increase ln wor ld production at a time when 
exyort markets are seriously curtailed. Prices currently are 
supported by a relatiYely emall aYailable supply outside the 
Government loan etocka, but distant tuturea are eelling a 
cent a pound bel ow the near-month future. 
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seoretar7 Korgentbau - 5 

The domeatto eusar tuturee contract shoved relative 
stab111t7 tn prioe, while the world contract declined to a 
new low t or the season i n nearl7 all tuture aontha. The 
world contract apparentl7 ignored the potentiall7 bullish 
effect ot destroyed sugar beet tielde and daaaged sugar 
refineries in Europe. 

Hide tuturea prices lost almost 2 cents on Frid&T and 
ended-ar-the lowest level ot the 7ear on tear ot inoreaesd 
s~lea or hides in t he United States troa South Aaerica , due 
t o the cutting ott ot important European MArkets . 

Gum r oain prices dropped eubstantially below Governaent 
loan values for the 1940 crop, because or the loas ot toreign 
lllllrkets. 

Steel orders expanding 

New ordere reported b7 the United Statea Steel Corporation 
for the week ended May 9 increased to the equivalent ot 67 per 
cent or oa~cit7 from 52 per cent the previous week. Since 
that date, the invasion ot Belgium and Holland is reported to 
hnve brought increased export inquiries in the steel market• 
here. 

Responding to the higher level ot orders, steel operations 
last week were raised to 70 per cent or capacity, with eharp 
i~provement in a number or important districts. (See Chart 4) 
A further increase t o 73 per cent or oa~cit7 is indicated by 
schedules tor the current week . Steel scrap prioee (ehovn on 
the chart) have risen further , bringing the Iron Age composite 
price t o WitbJ.n a rev cents or the average at t he beginning 
ot the year. 

Some i nd.ication that the steel companie s have been pro­
ducing steel in advance ot orders, however , ie seen in a 
suspension ot all open-hearth operations last week b7 one 
company at Butfalo, due to an excessive eupplJ or raw steel. 
Our studies aleo ind1oate a greater than noraal aoouaulation 
ot mill stooke by the United States Steel Corporation. 
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Secretary Morgenthau - 6 

Automobile bying itaprona 

New orders tor automobiles during the first period of May 
~<ere higher than general expeotationa, holding ateadT at a 
time or normal aeaaonal daoline, wh1oh has retarded the uaual 
seasonal deol1ne in produotion ana_inatead, hae led to a alight 
1ncreaae 1n output during the week ended MaT 11. Retai l ealea 
reported by General Motor• Corporation held at a dally average 
or 6,100 oars, the eame as in the last period of April. In 
both 19}8 and 1939, ealea declined during the firet peri od of 
May. 

Sales by General ¥.otors during the entire •onth of April 
lL~ewlae ahowed a more favorable aonth- to-aonth comparison 
than in either of the tvo previous yeara . (See Ohart 5) 

Business oo111111entators have mentioned the current high 
level of new and used oar stocks ae an unfavorable factor i n 
the automobile outlook. our analyaia of atooka ae reported 
by the General Motors Corporation, on the oontrary , ehowa 
them to be at ooneervat1ve levels in relation to the voluae 
ot sales. (See Chart 6) Factory and dealer etooka of new 
oars (upper section or chart) have been running consistently 
lower th1e season, i n relation to eales, than in either of 
the two previous years. Stooke or uaed oars (lower aeot1on 
or chart) are in about the eame relative position as in the 
1939 aodel eeaeon . 

New orders index higher 

our weekly index or new orders (shown in Chart sf) has 
again been increased by the r1aa 1n steel orders, v le orders 
for other produota on the vhole have held unchanged. 

€8 
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TREASURY DEPARTMENT 76 
INTER.OFFICE COMMU NICATION 

llr, Coohru STRICTLY CONFIDENTIAL 
.U 2 o 'a look on Saturcla;r llr, P11lolllt tollpbou4 .. at tba fre&III1"J' to tba 

etrect tbat a uo8«8 bad 'bM1l recein4 trOJJ hio CloToRMJlt 'ttbich ba 4uire4 to 
c_.w.cato to,.. tbat cla;r. .t.ocor41Dt;l.7, I l"IOiin4 llr. P1ao•t at ., boM at 
51):> p.a. the - c!a;r, an4 ba IINI4I4 to .. a -&ll4aa, a con -raof 1o 
attocho4. 

It will be aoto4 that Preo14nt trip ~ tba ••tbarlaa4e - lao ....-oto4 
C>at the IID1U4 StaUo ol>o'Ol.4 prohibit tbe 1Jiiportat1oa ~-- oacnzritioo 'alltil 
eeuaUon ~ hooUl1t110, with omepUou to be aa4e •or•b7 IIC'Irlti10 *ich 
U:a alUo4 con......,.to uoire oh1ppl4 to thlo co'GIItl"7 coul4 be uc.,..l4. !be 
Jreneh J'1n&Dcial 1ttachl in Lon4on 8&1'114 with tho aho .. o ilea, *ich •o aloo 
e:q>re uo4 in tho Moooce *ich Lero:r-J.ulllll ~~~'"' U8 on llaturcla;r ..,1'1l1llc, u4 
which h 4eocribl4 ia uothG" -l"&Dl• , llr, P11lo1nt nal1oo4 tbat w wro 
d.ol.D& fl111tl a lot to check pooaiblo oaloo b7 o.rw.no ~ 4ol..lar IICIIZ'iUeo which 
the:r M7 obtaiD in unde4 tonitor7, lnlt •• &llldolU t o llarn if w mp.t 111 

tit to 4o &DTthinc aloDt; tho liDo I'<IUII\14 b;r Dr , frip, 
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(&&ntot bT ll:r. Pboea\ t o ll:r. Cocbraa 

at 51}0 p.a. OD Satv tar, lla7 111.) 

17 

Ia ortar 'o praft1l' lieu• 

aa.ur1,1aa etolan b7 O.raane la KollaDI balaa 

aol 4 in Ub1\e4 B$•'•• 1\ ••• .aa .. a\e4 b7 

Kerr Trip OO•araor ot lfe$harl aNla B&nlt ~d 

bator• Dll'oll f.' aurren4e£7 \ha\ Un1 h4 Btaha 

Go••~•' aho\&14 pr ohibU !Qor\ ot bMNI' 

•~1\laa ua\11 eeaaa\1oa ot ~a\111\lea. 

• • \h1ak 1\ ••1'7 4ea1rable $be\ ~418\a 

aoUon on $haaa ua .. llbo\&14 be \alta 

pro't'14acl !Qor\ UDilar llaanaa 1a allo"cl 

aDA \ba\ 7011 are •Uafte4 \ha\ uo-• 

wo~ f.' cla tM\gj', t or dvaUon ot war, ba 

at••• llearer aa.w-Uha oerut1e4 b7 Hh 

MaJaa\7'• Oo•erDaen\ aD4 Praa.b Oo•e....a\ 

aD4 ~' ture wou14 no\ be clalar• or 

cllttt~\lea la cliapoalaa ot oar ..... 1\ie s, 

we ah~cl no\ wtab \o aDiorM pr.,o .. 1 it 

7 0 11 teal .., clo..-a oa \haM pola\a, 

\'r•ftJ7 lla•• apokea \o PNMh Plunalal 

AUaehl 1a Lolllloa wllo ..-• 1D •••· 
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BICTL Y CONFIDENTIAL r 

TREASURY DEPARTMENT 

INTER.OFFlCIE COMMUNICAl10N 

ro secrete.r7 llorpe.t~ 

••o" liT. Coollr.., 

~t 3&45 tb1t afternoon Ill', 1'1u 111t ~4a4 t o • tbe atiacb.e4 -raaa. 
baco4 upoD a c.bll&noa rece1n4 'bJ the Jr1 U ell bkUJ 1D 'laeblD&toa froa ibe 
Er!Ueb Lep.U oa at Sioo1121ola. 'rhe ••o&«e froa liool121ola •• date4 ~ lS, 
1940. 

78 
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(I!&D4o4 br 11r. Pluoll~ ~o 11r. Cochraa 
at }1115 P·•· • llq 20. ) 79 

' 

According to cont1dant1al 1ntoru.Uon which 

boa Just reached uo, but which •e hue not yet been 

able to verl.fy , a nwober or Cenoan accounts 1nclud1na 

official funds u e beina tronaferred froa InsuraJice 

CompaJiies in the United Stetea of America to Banks 

in Sweden . 

According to our lnforoant tel egraphic 1nat ruct1ona 

hove been sent f rom Cormany to the U. S . A. on this 

subject yes t erday. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTI!R·OFFICE COMMUNICATION 

"""' 11r. Cochru 

l17 appoill-llt llr. Pillllll\, :rtllallcial Collllaelor of tba JrlUIIll :a.beoq, 
called 011 •• at 3 0 1cloolc thio attlrllOOD. II• natd \bat Qlle 4aT lao\ welll: 
the Prco1411lt ill co~rnreaUon with Lord LoU>iaA, ha4 aell:ld the latter bow 
tbo Ullite4 Stet eo could cooperate with the Jri Ullll. The .Ybaooador bao llow 
4ra"" up a letter oet tlllg forth cer\al.ll lin .. aloDC 'llhioh cooperaUoll 110uld 
be oppreclatod 'b7 the llrlUIIll. It •• 11114.erotoo4 tbat thh letter 110uld ba 
pruen~ed b7 Lord Lothian to SOcretor7 o! State l!ul.l \hie attemoon, with 
~~hope tbat U 110uld 'be peuod Oil direc\17 to the Pret14nt, witbollt 
elrouleUOil ill the llepart-t of State. 

11r, Pillont eaid the .Pbaoeador _,te4 the here tarT o! the 'fre&lal'7 to 
be faalllar with hh 41-uloll with the PretiU..t , and the oll...U,: latter, 
t111Ct 10• Of the pciJl\o ill'I'Olnd baTe alroad7 'bOOil \alr:le lQ) with tbll 
'1'ree1W7 Dopartull\, 110ot part1cularl7 the -ttor ot proh1'b1UOil ot l..oiport 
of 'baaror aocurU1eo, ucopt 11.11dlr llcllloo. 

I t old llr. P1noent tbat a grO\q) or uo bad beeo otu471ng thlo JOOrniDC 
tho memoran4u. 'llhich be bad b.aDdld to • laot S&tur<\aT OD thlo qll.eotiOD of 
prohlbUillc: t.port ot 'boar&r eocur1Uu. 

llr, Pilloollt hlophoud .. a t 6 o'coloolc thlo attol'llOOD tbat he would 
endeoTOr to110rrow IIOI'Il.iJlC to o01l4 - copi .. tor the Secr•tarT o! the '1'reuv7 
of ~~ doCUMilh 'llhich the ......._oeador <laUYwre4 thh attemoOD to SecretarT 
111111. 

'l'ht polnh upon 'llhich the Jritillll han requuted cur cooperat10D arel 

1. Probl 'b1 UOil o! illport ot bauer oocurl UU e:ept 
under Uo•n••· 

2, Blocking ot Oar_, aoaoto. 

3· Pon1'b1llt7 ot oooperaUoll with rOCU"4 to Dartcwrto. 

4. Pooal'bUlt7 o! Jo11lt arrus-t f or reotricUnc 
llllppllu_ot lot7 Mttriall to O....aq. 

5. lleotricUoll o! exporh ot tolaol to Ita17. 
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.... 
TREASURY DEPARTMENT ·81 

INTER-QFFICE COMMUNICATION 

DATil llq 2()0 l9ilo 

TO 

Mr. Cocbr&A CONFIDENTIAL 
Veolr:IID4 poll tical ""'• IIDCh u reporto ihat l.ho Al.lloo nro oUtfolliac tlloir 

reoltl.aiiC41 to l.ho Ger..,. thruot ill lortllo!'ll J'raDCo, bad a fa?or&'blo offoot oa \Ill 
ourll~~C quotoUoll toliq. .Alter OpllliiiC at 3 . 2'4-1/2, throe coah hl.pr tllaa 
s.~r4q 1 o c1oo1DC rate, tho powod 100?14 otoa41}T lq?We.M toliq, re..miac • hi&:ll 
of J.ZS..l/~ at l.hl olo11. 

~~~ ct opot oterli.Dt; b7 tho oix roporU~~& bUlb totalod 1.359 ,000, froa 
uo tolloviDC oourcu: 

!7 co ... rclal cooc•raa••••••••••• •••••••••••••••o••••••• • ••o•o·•·- •''~7 nr~ 
By to~lCD banka (Jurope &D4 Sou~b ~rica) •• ••••••••••• •••••• • • • 

!o\al •••••• 

Purchaooo of opot otorliiiC a1101ULil4 to 1.1!77 , 000, ao i..Uca\14 below• 

By cou.erci,al concern. •• ••.•••• o o •• o ••••• •• •• • • • ••• oo •• o. o. o. o. o •• 1.1 .. 1,()()() 

By tonlp banka (l'urop4t , Ye.r Eaa' &D4. lieu l.ae,) •••• , •• ••• •• o .... ~~~~ 
!otal .••••• 

!ho tollowiiiC ropori1DC b&llQ ool4 cottoa b1llo t otal1DC l.l8,000 to l.hl lrHhh 
Coolrol oo tllo bath of tho official rate ct 4,02-1/21 

U5 , 000 b7 tho llatioul C1t7 llaak 
3,000 b7 tllo llaakoro 'lr\lot Co­

U8,000 total 

D.,.o1op•e.ta ill tho other illporiallt CI1UTIIlCiU nro ao followo: 

!he l'roe.ch franc .., ... d vi th otorllac oa tho baolo of a crou 
rate of 176,ilo fruco per poUIId aD4 clolld a t , 0186-l/8. 

""" Swiu franc ve.o """~ a ll liq a t • 2243 • 

'1'111 Oaudian dollar bad a oU&btlT firMr tolll toda]'. !lie 
olotiDC 4iteo\lllt vao 20-3/Sf.. 

• '1'111 ro1c~k c1oll4.at .40o5. 
!he 7\l&ll ill Slla.llcbai o:zperio . ...,.d a t..rtllor 1.8pro ... Mnt toda]'. .teal••' etorU ac, 

h ""' quoted at '4-1/~. 11p 1/84, and 1a toraa of 4ollaro, t bo rato vae 5-3/~. 1q> 

5/ lf¥, It h 1atorut111C to neil \bot t11o poaco ?alu of til<> ,..... h ..., tllll>tlT 
&be" lbt 4-1/84 lonl which pro?ailod for a cont141rahlo p11-icd prior to tho drop 

II> thaI curronc7 oa llq 2 • 
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vo oo14 $5QO,OOO l a cold lo Ula L1Um&nl&D Baak, 1o be atud \o Uo oanarbd 

Vo purchaoo4 \ho rollovhg IUIC7lUih or gold rro• tbo ••roarn4 accounto or tho 
banl o lo41col441 

$110,000, 000 fr .. tho 11&111< or , ,..,.,. 
25 , 000 ,000 fro• tbo BaU: or bcl&D4 

fr .. tho Ce ntral !lank of tho Coloabl&D Bopublio 
!o\al 

:bt ! t4tral PAatrn B&.Dk of New York r t cel'f'e4 ca'blta froa \he :s.t.s. requeaUac 
u u ob&.ala Uct D .. \o \ ran.:ftr, fro• 1\t &CCOWl\ •o. 2 \o t.ht account of \he 
louooal iuk or \ho lln&4o• ot Tacool&na, two lo to ot cold vllo oo coabinod ftluo 
••• •" ro&lutelt $) ,}9(),000, Oo14 ln ll. t.s. account lo, 2 1o tbo proport7 ot t hat 
1atfh~U oa. !bt f ederal alao rtce1Te4 a ea'blt f 'r oa tlw Tlacoal&Tl&D b&Dk 1U li"Q.C\lBC 
n '• roco1 .. &o4 oanark t.h.to co14. !ho !roaou,. au\horloo4 U>a 1o4orol.Rooorn 
:an! \~ Mkt thttt t.ra.n.ttr·• · 

'!Ito 7o41T&l llooo"o 11&111< of ..., York reported that \ho Bank of hgl&D4 ha4 
ohl! ; 114 $626,000 l a colo!. r r .. hgl&D4, 'IIllo gold, conolgnod to the 7e4oral , 1o \o 
be ur~atrkt4 f o r aocout or \ht B.I.s. 

l'ht St.a14 Dopart Mnt torvar4od to uo cabloo t t&Ung t bnt the following ~~:old 
th1) ~nu b.a4 been adt; 

$19! ,"()() f r o• HoOf ](ong , olll ppod b;r tho Chartered !lank of In4la, Anotralla ao4 
Cbioa, Boac Kong, \o the Bank ot Cal1tonl1a lf • .A., SaD J'ranc1eco, t or 
Nle \o \Mi u. s. Mint. 

~; .!iOO fro• XAcwd , ohlppod b7 Sharpe ao4 Wll.ldno, London, lo tho Cba .. 
IUloul llaAlt, ..., York, tor aalo to tllo 0 , S, Aao&7 Ofrloo. 

2~.}00 f o \al 

llo1d lo Boob~ vao reported \o ha ... boon prl co4 a t $36. 6} lodq, about ~ 
lo., r \han So &urda;r1 a price , 

';'bo opo • olhor quota ~ioa ln Boab~ vorn4 out \o tbo aqttlnlant nt 411.921• 
orr 5 1~ . 

:'M upwa.N. aoYIMJl\ \ a LoD4oD a11Yer p r lcea , v'lltoh bep.a oa Mar 9, vaa 
,.., road 1~. S)>ol olh or dacllnod 7/Bd \o 2~/84, &o4 tho forward p rice vao 
fin d U 22- )/84, ott 5/U . 4 co-n\ rocalnd troa Lon4oa otatad that \hero vaa 
1~1 conaral o11ll ng on tho latrodnctloa nt t ho l!rltlth licanolng a:rotoa tor oll•or. 
h l o 9TOb•b1o lhat tho ! rl tloh GonrDIMDt vlll honcotorth raqttlro that ollnr 

.u prr.to ,.., \ . h paU r ..,..·h•· oortala torolgn Clll'!'ODCloo or lD o\orllng obtalnod at 
the ot'ficla l r.te, Jt ~wh a requireaent 11 put 1nt.o etteot, the LoDd.o11 atl'Y'er 
) r l coo ~ bo u pao to4 to IIOYO fu\har 40WDWar4, ol nco noa.-.hpiro purcha..,. will tend 

to le 4h cou-acect b7 \he eu.&!ID tncr .. ae ta the e qu.lTal ent of the pence pr ice. Yo!' 
' ""''l>h , t ho U, S, aquhalaat of ~· 0 opo\ p rlca , oa \ha baalo of Ula ottlolal 
lttrliat-4ol~r rate , 11 oTar -11. •• co~ vl th to4&r 11 •o~A--.rket lqaiTaleat• 
of • bnut }2-}/~. 

CONFIDENTIA L 
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G~OU P l.!l::ET Dl G VA)" 20, 1940 
11:45 a.m. 

Present : ur. 
Mr . 
Mr. 
Mr. 
lolr . 
l.! r . 
Mr. 
Mr . 
L!r. 
Mr. 
ur. 
Mrs 

Boll 
Graves 
Harris 
Haas 
Young 
Sullivan 
Schwarz 
MeRe,.nolds 
Cochran 
Vlh1te 
Viner 
Klotz 

Sullivan : 

H. I:. Jr: 

l~c9 : 

H. !.: . J r : 

. ell: 

l:lOll: 

H. V. .Jr: 

"ell: 

E. t' . Jr: 

Here is a short order for Sullivan. I don ' t 
know What he can give mo. The Pres ident r.ants 
a repor t on this l egislation f r01:1 Louie Jolm­
son. It has to do with m1l1tar,- a ffairs. If 
you co.n ~;ive 1:1e something b7 f ivo minu tes to 
one , I wi ll take it over r.ith me. 

Yes , sir. 

You and Foley. 

I guess Fol ey is up on the Hill. 

I guess John will have to do it. 

!)Qn , have you and what' s -his - name got that thing 
f or the President 1n answer t o his r equest on 
debt, ta:<:es? 

\'loll, I have I1f1 tables ready, yes. 

Are you together on itt 

I haven't tied it 1n with this tax thing that 
John just sold you. 

I will do this when I ge t over t here. I will 
ask the Pr esident - I haven't got time to assimi­
l ate i t - r.hother he will let you and John come 
over. 

We will be ready. 

'Nell, when I get 1n I will call up the Treasury 
and leave .::ord fo r rou t wo people i f he wants 

84 
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sell: 

n.w.Jrt 

Bell: 

H. M.Jrs 

dell : 

U. U.Jr: 

Cochran : 

!1 . !!.Jr 1 

!I.~ .Jr: 

J.:eR: 

n. rt .Jr: 

- 2 -

to aee JOU at a quarter of 2 : 00, beoauae I just 

can ' t aaa1m1late it. But you will be read:rf 

Yea , air . 

Is there anytb.ing abe very preaa1ng, Dan' 
No, I haven't anything that needs to be taken 

up. You asked me about the gold - moving tha 

gold to Fort Knox. The President approved the 

memorandum and the Budget used that aa a baaia 

for a message to Congress , 

The other thing was , you asked me to get ready 

to d1souos this SWiss probl«n of aeouritiea. I 

am ready, but I have never beard anything fran 

anybody. I just wondered Where that was com1ng 

from. 

nell, Wallace waa to tell h1a brother-in-law. 

Then I will just wait t 

Yoa . 

Have :you beard anything from the SwiasT 

No , air. 

ltao, everything all rigbtf 

I am having a luncheon conference at half past 

12:00 on t his br1ng1ng 1n the CCC and National 

Youth, personnel survey for training progr aJD. 

I have to l d the navy what we are doing. 

Well, you had better tell Hopkins , because I 

gathered from talking last night that Hopkins 

is 1n on that , too. Go ahead and aee what 

Hopkins has to say. You do it your waJ. 

I will cdl him. 

I think Harry 1a in on that , too. This 1a 

aviation pilots, isn't itt 
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!loR: 

H. ~.Jr t 

Haas : 

u.r •. Tr: 

Schl'larz : 

l! . M.Jr: 

Schwarz: 

H .~.Jr : 

Schwarz: 

H. !4 , Jr ; 

Schwarz: 

I! . ~ . Jr: 

lrhl te 1 

- 3 -

No, this is t:or workers , Tie are not going to 
touch the aviation now, because they have got 
that covered in their program, I mean training 
pilots. We are interested in mechanics and 
trained, skilled workers and things of that 
kind, We will survey industrial boys as well 
as other kinde of people and we are trying to 
keep the boys who are working on tho production 
capac! ties 1nfonned of what we are doing so 
there can 1 t posaibl'J be &n'1 clash. 

Haroldt 

Oeorge? 

This is just that report . 

send it up to t he house . 

Chick, how di d things go? 

They turned out fine , thanks, I t is over. It 
was pretty hot , but they worked out well and they 
responded pretty well to .Oenoral Brett's talk. 

Did you bear b1mT 

Yes , s1r. 

17aa 1 t your illlpreasion that 1 t was goodt 

It waa very good. It was quite general, but be 
waa pounding away tor speed and be said that 
more orders would be the anawer for them and he 
hoped that they would act quickly when they got 
th0111 and they all said they would , It - a a 
good moral e . 

You don't think they wen t away reeling i t was 
a dudt 

No, I don't believe so . I talked to some or 
t ho manufacture r s ' representatives. 

Harl'J , anything important! 

I bave this report on .,.our recpeat about the 
U, s . steel productl comp&Q'1• 'ftle compan'1 that 
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!I . IJ . J r : 

libite : 

H. !!. Jr: 

H. U. Jr: 

\lhl te: 

llhlto: 

H.:: . J r : 

H . :~ . Jr : 

Vlhltet 

H. I!. J r: 

T 

- 4 -

made the investigation 1n Brazil 1a about -
and then I also happened to meet eocially 
the chi ef engineer of the Booing Airplane 
and he gave me some informat ion that I have 
jotted down here and I think he i s very worth 
while to talk with, if you have a few minutes. 
l!e i s here for the next day or two. 

It isn't u. s. Steel products that I wanted. 

\'loll, they are the concern that had t ho engineers 
that made that investigation. I have the 1nvea­
t1gatioo here. 

llo , what I want ia Davia 

Ford, Bacon and Davia. 

Yes , Ford, Bacon and Davia is t he one I want. 

I will look them up but they are not the ones 
who made that investigati on , a copy o f which 
I have . 

o. 1\. . 

J ake , have you got enough - -

87 

I have two other minor quest i ons . One is, the 
Sta te Depart~nt called up and wanted this depart­
ment to prepare l egislation on the Inter-Ameri can 
Bank. I said before we did a nything I wanted to 
apeak to you. 

Do whatT 

Prepare the legislation for t ho Inter- American 
Bank. 

In the Cabinet, the President said that Jesse 
Ja'\ea should do it . 

Shall I transmit that to tho Sta te Dopartmentf 

llr. l!ull heard tho President 
want anything to do with it. 
1n the bands of Jesse Jones. 

say so . I don ' t 
It 1a entirely 
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H.M. Jr: 

\'lbite l 

H.)!l . Jr: 

Viner: 

!i . l! . Jr: 

l lhit& l 

H. M.Jr: 

l'lh1te: 

S.li . Jr: 

Viner: 

H. lo!. J r: 

Viner: 

H. :.!. Jr: 

Viner: 

H. lol .Jra 

Viner: 

- 5-

The;r are auo requeatins somebody to go to 
Ecuador . 

T4ke it up w1 th Bell and ;rou fellows deoide. 
I don ' t gtve a damn. 

That 1a all . 

Jake? 

Could I have a Minute with ;rou atterwardsT 

Not r1gbt attar this, but sometime attar lUDch. 
Would you tell Kclr.ay 'llben I oome back from the 
Wb1te House , please? 

Phil, are you all rigbtt 

Mer lot 

Pardon me , did you want me to inveatiga~e that 
cCII!Ipany or 

No, I have got 

'lhe infol'lll&tion. 

I tell you, I am work ins with Dr. Compton of 11. I . T. 

'l'bat -s the advice on that that I had, -s that 
;rou talk to h.1lll and that you talk to the Presi­
den t of Cal. Tech. That 1a all r1gbt. Those 
are the two men . 

Isn't 1t just as eaa;r to talk to onet 

Tho only point is that Cal. Tech. has been 
apec1al1z1J18 in airplane engineering. 

California Tech.? 

Yea, air. 

You don't know who it ht 

I have f or gotten tho name. 

• 
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H . ~ . Jr : 

Viner· : 

u. :• . J r: 

Co du-nn: 

u . .. • Jr : 

?ell : 

u.'.'. Jr: 

- 6 -

\'lhore are they located? 

Pasadena , 

I hnve heard of 1 t. \','hat about the people I 
hn ve a l ready got? I have r;o t Geors e Mead 
and the two Taylors . Non if I ge t California 
Tech . I am al l righ t , but I have talked to 
then t oday . 

That is mat I was going to advise you. You 
are ahead o f me. It i s all right. 

ht the request of the Sta te Department , I 
arransed f or the Federal ~eserve 3ank people 
in Ke.: York t o r eceive the 1oume.n1an L:inister 
this a f ternoon. He wants t o arrange about 
a shipment of 90 million dollars of gol d to 
be placed under earmark . They are also re ­
ceiving the Swedish r,:inister this afternoon. 
Ho is getting a poVIar o t at torney that has 
been cabled thro\lgh the State Department , so 
he would havo control over it as f ar as the 
Sve riges Riksbank ls concemed. 

'!'he third :nessage I had waa the message which 
Pinsent handed to me on Satu rday night tha t 
was the s ugs estion which originated with 
!'re s i d ent Trip of the lletherlands Bank Ju st 
befor e the ~letherlands surrendered, t!".at r.e 
be asked to put on a block 1brb!d<:llng t he e!'lt rance 
into t h ! s country of bearer ~ecurities . 

I o.m not gettins any of 1t . 

\'/ell , I have t oken it up •11th :Jan . 

Toke i t up with Dan . I am not ge t tins any of 

i t . 

It 1s n ' t in writing , r.:r. Secretary, but r.e have 
discus sed 1 t t.>t is morning. 

·~el l , you have got en ouch peopl e here . Dr. Viner 

is here. 
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Belli Dr. V1Der -• 1n on tbia diaouadon. 

g , )! , Jrl You will juat ban to handl e it . I can't , 

sull1 van 1 What timo do ,ou want thil tb1ngt 

s . ~.Jr1 F1vo minutes ot laOO. 

Sullivanl Yoa, sir, 
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s eoretary of Stat c, 

"ash1ngton. 

35 , May 20, 5 P< m. 
FOR TREASURY DEPAR'll!ENT. 

Milan 

DatEd Ma y 20, 1940 

Reo 1d 12 :50 P• m. 

Today ' s prices as follows: 191. 50; 332 ; 507; 

net listed; 975; 195. 75; 1610; 59. 75; 219.50. Volume 

104, 500. 

Market activE but quiet . Pri ces recoverEd 

steadily and closed general l y highEr than Saturday 

due renewed conf1dcnct. 
SHOLES 

CSB 
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DEPARTMENT OF STATE 
WASHINGTON 

x.;, 20, 19-'0. 

¥1 dear Kr. Secretary: 

I aa encloe1ng tor rour 1ntoraat1on a oopr 

ot parapbrue ot etr1cUr cont1denUal telegraa 

llo. 766 ot Xa.T 20 troa the Aaer1oan bbuer, 

Parle. 

S1noere1T roura, 

Encloeure: 

Parapbraee, •o. 768 
ct KaT 20 trca Paria 

'l'be Honorable 

Herbert Feb 
AdY1aer on International 

lconoa1o Atta1re -

BeDr7 Xorgenthau, Jr., 

Secretary ot tha !reaeur.T. 
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J'ftOI: A8er1oan l'abaoor, Pari a, J'ranoo 

~H: KaT 20, 19-&0, 1 p.a. 

10,1 '7&6 

STJUC!LY COinpmw., 

FOR 'l'BJ: 'l'!lnSURr. 

An Embaoer etatt member juet •t•tted Oariguel about 

93 

\ 

the authent1oat1on ot oertitloatee tor eoourit1ee vhioh 

are deetrored. Oarlguel told b.1a that the neoeuarr inetruo­

tione vou1d b e ieouod to tho b&Dka tor preparing suoh 

oertltioateo, Aa tor haYing the eeour1tieo deatrorod in 

the preeenoe ot banking otttoiale vh9ee eignaturee are 

regietered Yith the llev York Federal Re .. rn, Oartguel 

eald that vould be praot1oall7 iapoeeible, in •iev ot the 

taot that the Federal Re .. ne haa on tile oo~~parat1nl7 tw 

atgnaturee, and thoee Bank ot Franoe ottioere who .. 111'­

naturee are ltnoWD to it would probablr be too buar to 

Yitneee the eoourltiee' deetruotion. Beoaueo ot all thie 

tho banks vill be told that ehou1d 1t be neoe••arr to 

deetror aeour1t1ee, a ranltlng bank ottioor, euoh ae a 

dlreotor or under d1reotor ehou1d Yitnou the deetruotlon. 

Oar1guol oa1d thor had "long ago• reao•ed to a plaoo ot 

eatotr all tho Aaer1oan .. our1 u .. vhloh are hold b7 the 

Bank ot J'ranoe. 

All the gold in the Rub.r, Oariguol etated, hee been 

taken awar and plaoed in •aulte 1n tho eouthorn part ot 

rranoe. 
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l'ranoe. The,- haY& aleo traneported to 1 a place ot 

eatety 1 all the bank notee i n exoeee ot current neede. 

ThaT have evacuated to the South an 1 adYanoe guard' ot the 

pereonnel or the Bank, but unl••• the situation abould 

become more critical, the principal Bank officers do not 

intend to leaYe the Cit,-; as tar ae he knew, tor the preeent 

the Kin1atey ot Finance aleo intend• to rall&in 1n Parie. 

Si.noe Thureda,- , he ea1d, there had been changed into 

l'renob trance approxiaatel,- 100,000,000 Belgian trance, 

and there were no eigne ot abatement ot this moYeaant. 

Oariguel said that the li.ne in front ot the Bank ot l'ranoa 

nearly a halt a block long, which the Embassy start member 

had obeer...ed, was ooapoeed ot Belgian retugeae. 

Cariguel wae inolined to oritioi~• the Belgian National 

Bar~, asserting t hat not enough banknotee to meet an emergeno,-
/ 

had been prepared b7 the Bank, and' tb1e wu Wb7 tunde oould 

not be w1 thdrawn b7 man,. Belgian retugeu. The Bank of 

Franca, deepi te inetruot1one to the contrary, wae exchanging 

Belgian e11Yer ourreno,- tor trance although the rate tor 

Belgian banknotae is elightl7 higher. 8uoh conYere1ona 

are made b7 the Bank ot France onl7 tor r.etupeoe vbo do 

not haYe Belgian banknotee in their poaaaeaion. 

The number ot retugeae ooaing into France, troa Balg1ua, 

Cariguel ea1d, wae oone1darablT greater than 1t had been 

1.n 
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1a ltl6 'beoauo a •taa•• of lkrr a eoo..-u•• W •'rr•tr 

beta t~tl'1oaoo4 111 Ulo BolliUao 

IULL!ft, 
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DEPARTMENT OF STATE 
WASHINGTON 

Ka;r 2l., 194.0. 

The Secretary ot State preaenta hie eompl1•ente 

t o the Honorable the Secretary ot the Traaeur,, aD4 

encloeee tor hie confidential information one copy 

ot paraPhrase or Section 'l'hree ot telegru Ro. 765 

ot Kay 20 tro• the Alaerioan Eabaaay, Parle. 

. 
~ 
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SIC'UOI fl!IID, ftLDRWl 10. 7811 OJ' IIAI 20, 11140 1'1101 

PARI II. 

S'I'!I.IC'l'LY O(JifiDUfu.L. 

Reference 1e aa4e to telegraa of X., 17, lo. 7211 

troa Par18 . !he B8lg1an lat1ona1 Bank b .. IIOT8<\ troa 
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Oatend but Oar1guel d1d not d1eoloae where 1t wae at preeent. 

lie aere~ reurked that at preeent t he Oo·nrnor, Undel'­

Gonrnor and ae•aral other off1oera of the Belgian Bank 

are here 1n l'ar18. 

Cariguel ea1d that einoe ThuradaT the run on J'renoh 

trano deposit a hae not been a• great aa 1t waa in 8apteaber 

ot laet ;rear. 

On !hurada7 afternoon he aaid t he Bank of J'ranoe bad 

reoei'red an order troa tbe Oo•ernaent that all ita recorda 

abould be burned, but it had not ;ret ooapl1ed v1tb tb1a 

or der. Cariguel vaa incl ined to be critical of Baudoin, 

wboa he doea not ooneider aa a aan who can be r el ied on 

in an e .. rgeno7 a1tuation. 

In conclua1on Car1guel aa1d that tbia aorning he thought 

the military situation vaa a l ittle bett er. 

! liD IIEISSACH:. 
BULLI'f! . 
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Private and Confidential 

lo!y dear lolr . seere tary , 

CANADIAN L~GATION 

WASHINGTON 

llay 20 , 1940 

You were kind enough to receive me this 

morning to convey to you personally a message from 

the Pri me l.!inis tor of Canade which was COim!Ull.iCa ted 

t o me in a telegram reading as follows : 

" I should b e obliged 1f you would 
i nform Mr . llorgenthau personally that I 
took f irst opportunity of communloating 
to Prime M1n1ster of United Kingdom the 
views that he had express ed during our 
conversation 1n Washington , and have now 
had a reply that express es the appreci a­
tion of communication and adding that it 
has been brought to the at t ention of the 
members of the British Government ililmedi­
ately concerned with the question. • 

I am, m:y dear lilr , Morgenthau , 

Hon . Henry !Aorgenthau , Jr . , 

Secretary of t he Treasury, 

Washington, D. C. 

Yours sincerely , 

~,a...,.c-€.-..{ . kt-e.. ..... __.."""" 
Charg6.d ' Affa1res 
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lAY 111, 1940. 

Shim1w Sttwtt sw. 

The Port of New York Authority announces that there ia 

moving through Hew York export traffic comparable in volume to the 

monthlY average of 1918, the peak year of the World War . In April 

1940, 475,000 tons of export freight were delivered to ships. This 

is only 6~ less than the 1918 110nthly average. 

Exports to Europe in Karch 1940 through New York were 

valued a t $100,000,000. compared rith $92,500, 000. in February 1940 

and $SO, OOO, OOO. in Karch 1939. 

The number of cars of freight lightered for export on 
' 

l!ay 16th was 676. The number of e.xport cars awaiting lighterage 

on l!ay 16th was 3666 compared with 34 72 on llay 6th. Export freight 

in rsilroad storage facilities on )lay 16th was 4289 cars compared 

t~ith 4213 on llay 9th. 

Approximately two thirds of the storage facilities of the 

railroads at the port are unused . Li.ghters on deiii.U'rage Kay 16th 

numbered 70. 

Grain in ra11road cars, elevators and boats is practically 

unclutngeel from the previous week, about a .Ulion and a quarter bushels . 

Cerloadings for the week ending May 11th were the highest 

for 8QY week this year and were 105~ of the average for the corresponding 

week or the ten preceding years. 

Steel output increased about four points and is currently 

running at ~ of capacity. Pronounced increase in the export steel 

business is anticipated, not only to belligerent countries but to 

neutr als as well who have been drawing large quantities from Belgiua. 

Regraded Uclassified
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There was 1Ulturall7 DO berth busineu 1n crain to 

ADtwerp. Grain. rates tro• the Rher Plate to Ireland and the 

Onitecl JCingclom ~ontinue to decline. The crain rate on liners 

!ro11 the River Plate to north ot Hatteras has dropped tro• $10.50 

to t 9.00 per ton. 

Charterin& on net tor• or time basis i s iiUlctive, 

offering rates 1n general having decreased appron.ate~ ~. 

equivalent to about 27i¢ net tor• tro• • or th Atlantic and 30¢ 

!roa Gult ports. 

Regraded Uclassified



TREASURY DEPARTMENT 102 
INTER-oFFICE COI\41\4UNICATION 

D ATK !iay 20, 19~0, 

TO secretary Morgentbau 

ur . White 

In a conversation with the ohiet engineer ot Boeing 
Airplane Company (an acqua intance ot one ot the men i n my shop) , 
I obt slned the following information that =ny be ot i nterest in 
connect i on with contemplated survey ot air plant location posai­
b111t1ea: 

1. A s pecial comm.1ttee waa a ppoi n ted, be believes by 
General Arnold, several monthe ago to make a atudy ot the ai.r­
plane i ndustry under the auspices ot the National Academy ot 
Sc lence, with a view to det ermining and evaluat i ng the various 
factors tha t enter into the coat ot producing airplanes. Thi s 
oom31ttee is headed by Colonel Horner and i s supposed to consi st 
or a start or eng1neer e who are contacting the vari ous airplane 
ma nufacturers and surveying such mnttera aa coat or labor, trana­
oorta t1on, materi al , availability ot raw materi als , eto. 

2. w. J, Austin Company ot Cleveland, Ohio, is the largest 
flrm speci alizing in l ocation selection and construction or 
aeronautical buildings, 

J. Coverdale and Colpita, an industrial engineering survey 
organi zation, ia t i ed up wi th some ot the airplane linea and ia 
auoposed t o be experienced i n pr oblema ot location and construc­
tion or airplane factori es. 
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TREASU RY DEPARTMENT 

WASHINGTON 

llq :20, 1940· 

The Ital1u S'~P JOR!'tJJOO'.l, loe.d1Dg at 16t h Street , 

Hoboken, is 110w expeotod to olear Thure~ IIOnUIIS, llq 23fd, an4 

aill lno that - d"'T tor Ual:r· hca hu export deol.arauon 

ahe expeote to load 170 t oDO or sJ.ycer1D8 an4 ),4~ tone ot t oluol. 
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'fi!O I.ObtS POJt ~·faljg 11876 

108 
VRH PL'IIN 

Shanghai , v i a N, Ro 

Dated !.lay 20, 1940 

Rtc 1 d 2 :50 p. m. 

secretar y of Statt, 

'Jashlnct on. t"U'r1~ tllll..tl~Mlt'>o'fi:;a.. WI W:I.t.JU"l 

f"M11I tlt \Nf'ENT I,. 4..l0~ 
436, t!ay 20, 5 p . m. 

PROW COMUERCIAL h?ThCHE, SpEcial f i nancial, 

Sha~hai opEn ~arkEt forEi gn cxohnngt rates continued 

thEir f1I'lntnc tEndEncy this morning due to lEssml.ng 

dEsirE on part of bocrdErs to hold foreign currEnci ES 

in light of rE~orted GErman gains to Eur opE, Int Erbank 

spot selling cl osEd o.t noon nt fivt thrtt qunrters and 

four S£ven thirty sEcond (latter rate highEst s i ne£ 

~ebruary 19) , llay dElivery fivE eleven sixteenths and 

four three siXtEenths, June delivery five one hal£ and 

four one siXtem ths , SEl.l i ng orders incrEasing and 

Anglo-chinEsE stabl1zat1on c01111111ttEe is beliEVEd t o 

have rEcov r.r Ed Equival ent one ~illion pounds ster ling 

on Saturday and this mor ninc ' s trading, thus easier 

cnah conditions ExpectEd. Technical position of exchange 

mnrket oontus Ed as i t is uno erta1n whether market is 

now overbought or oversold. Chines e f i nancial oirolea 

bel iEVE that should EUropean news favorablE t~ hl l 1ts 

dtvclop 

I 
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1:ny 20, 5 p .m., from Slw.nghe~i , via 11. R. 

devElop it in likElY to causE E~SiEr ~ntEs as grEatEr 

fCii th in stErli ng and United Statts dol lars is thEn 

lil<ElY to recur , a l so bEliEVE tha t control unJ.i!<Ely 

1cs 

for tim£ bei ng to s et any definitE levEl for st~b1liznt1on 

thus to compel spEculators to exercisE caution. Bon-

ever ll]:'i'il Shnngbo.i rEcorded ndvcrsc trndt bnl nno E 

lfi th non yen b loc countriES i ll estimatEd to havE b eEn 

morr. than Uni t ed Sta tEs dollnra si::tccn nilli on, but 

m\\o!t of thE il'lpor t s m11y bE for ho~l·d1ng nurposEs rathEr 

t h.·u1 f or oonaunpti on thus sm<:~ll cr ir.tport s nc<:~r futur e 

not unexpEctEd. Inform Co!l'lntroE. il E:>Ent Ed to Ch~Ulllking 

<:~nd Pc1p1ng. 

BUTRICK 

CSB 

Regraded Uclassified
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TREASURY DEPARTMENT 

tNTEft Ol"nea COWMUNICATIOH 

Socre 1.ar7 II orca Uuo1 

f, H. Ha4l.q 

'l'R1! urnrr BILL 07l1!11J!! 

ATOr, OD la~ 100 
mil. Wow Iorl< 

O,Q3t 

~•er. aD la~ 100 •11. 
R A Chi. lao~ ... ale 

o.oa 

A1'tr. fer 
f0Wl5E7 l!l\ wk. 

o.Oli 

total t•udere 
HGd, 1!aw Itrl< 

$126,8t5,000 

Regraded Uclassified



llq 20 , 1940 

fASifJc ~ Shlnping Situfi t lon 

The Pac1t:l.c Coast freight and charter Mrket 
continue<! in a at.ate of UIIZ'est laat week and, if &J11th11lj!, wea 
eo!tar under tb.a lapact of wsr devalopaenta. 

Tbe t.1M charter Jlll.rket IIOYed up and down between 
$4.25 and $5. 1'0, depeudillj! on 1e.ngtb or cb&rter, but late in 
tiM week 1t wee reported t.bat cbarterera ideaa ware around $4 
to ~.so. lloat ot t.ba Uae act1nv wu tald.Di place in leY 
York, and tb.a Pacit:l.c range 1 !ned relat1•&1T deed. 

In tb.a Oriente.l range two nsaela were fixed at $16 
&td $18 roopect1nly, !or caee oll to Sioa end Bangkok. After 
t~Mao t:l.xt\11'08 ware closed the urltot Wile aaid to ba•e weeteDed 
conaidorably and shippers ware o!ferillj! around $14 !or tbe same 
cypo or buoinooo. No time charters !or Oriental buainoaa were 
reported. Scrap was otrerillj! in !air vo1llle am tbe berth Unes 
were quoti"i •16 tor 11161 ti"i am arourd $14 tor ralls. Space for 
geNtral corso wae fairly tisbt. LtJDber fro" tbo Pacit:'ic Northwest 
wua quiet due to restricted apace coudi tiona, ao:l a eo!t .arket. 

A. atea.ar woe taken at $4.25 on a time baeie tor lWiber 
to llortb Hatterea, and another veasel wee taken for llDber on a trip 
at uo:liocloeed ter.s. .u tboQih apace for aenorel. carso in tb.a 
eeat.bouod 1ntarcoaatal trade was elowl,y becoaillj! eaaier, tb.a 1\alber 
operators could not aet enollil> to till requir.eota. leatbotnl 
ottari"it eeead to be boldi"i well, but tbe tande~~cy ns tor an 
eeoier ..,..kat due to aeaoonal decline. 

Regraded Uclassified



':'o : ':'he Socretnry 

rro:~ : t~ . !o~ 

!tr,)Crt lnt; on the aucee•• 
Slroln,sha= N"OA, Hr. Jm::ee B.. 
stotee "' tollova: 

Mo,y 20, 1940 

of ahaclov !actor1u h> the f , 
Y1lkineoc, American Coasul, 

·~o Y AT has seen nore private lnduatrlal 
plant in tho ll1rc1n;;hND aro& become i dle than nov 
r lAAtbu.llt, Privl\tO induotr1&11oto, fOr oovero.l 
ro~aona , rather adftpt old nl,~t to war purpoaea 
thnn OX!'IIncl. If tho GoverNJent hl\o " ho.ncl in ox­
pnnoion , the induotrialiat !Carl l Oll or indepon­
dence. Expnnelon gives riee to two aerloue lebor 
~robleme : (l) That or !incline vorkpooplo &t all 
and (l') thtt of findinc the ldccl of worlq)ooplo vho, 
under l Abor union ruloa , aro eligible for tho Job 1 
cade avni lablo through oxpano i on.• 

l!r . 11111 <i noon goes on to otato tho.t ahadov factory 
oporrtiona hevo !ellen about 40 por cent ohort or whot they 
>'CfO expected. to c!o, Di!!lculty >r1 t h tho oupply!ns or 
c;ntor!al ~ccounta !or ebout 5 nor cent nDt. trouble vlth 
l rbor accounto for about 95 pe;. cent or thio inort1denc7. 

,_ 

~. ot~tocent io cade turthor thet it io t ho general 
Mt1tU<!e o~ organized Britloh J.sbor not to porcH the e:>­
;.lo;-1 n:-; claaeoa to use the ver &a an excute for 1_q')alr1ng 
'ho roaulu of tho pro~:reo• which hno bun liMo in obt!\lDint; 
!1\lr tro11tment for Bri tlt;h vorldll!; people nor to relax e!!orto 
to 1\U'ther tho intereat of ouch vorki~ people durlll!; the var. 

Hr. llllkinoon ""de tho t ollovill!; llonoral cocment: 

"The 1nduatr1al1ata are , ~• A cla••· not directly 
concerned about the ~tter aa ah&dov !&etorlea are 
optrl\tod by t bo OoYtrDDOnt vbich, tht1 hold, can, vhen 

• 1 " 
- -~ 
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I t 11 conol dered expedient, tell labor vhat It Ia to 
do N>4 calc:e ltlbor do it, 'l'he:r ha,.., ho.,OTer, poi nted 
to tho f &ct thet , ae a roanlt of tho atLitudo labor 
hao e4optod regarding ohe4ov factory pr obleco, the 
United Iingdom io oponding milliona upon ellliona of 
poundo tterling in tho Unitod Shtot and CIIDI\de for 
Aircr aft, and add that , t hough thedow factory plana 
loolced well on paper, t he:r warned the Oonrruaont 
tbt\t tho:r conld , it le.ft to their ow dO\'ic ot, more 
tatiofact or1l;r from &ll pointe ot T1ov do the work 
lhAdOV f~ctoriel were expect ed to.• 

~· 

113 
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"'eo, lHO 

Told Fole7 to aee Cbriat7 8ull1Yan1 leader of 
T...anT Ball, and 887 that I wanted the ~wo Yotea 
1n New York on Banking and CUrrenc7; first for the 
Treasury against IIPO and eec;on4 1n connection with 
the Bouain& Bill. 

It we get theae two that will gi'l'e ue fiTe 
ne.ocratic Totes which i a two .ore than we need. 

Regraded Uclassified
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J 
parapbraee of W-cru Wo. 218 tna -..oloar .. t, llq 20. 1~ 

Socret&r7 of lt&te, 

..-, r ... &luiJoc the u.Uaul lluk1 e colt etool< u 

299•999 lei par lr:i1ocru inn-' of 153,333, a pna1• of 

~ tbe la:ooalliaa GonrDct 'b7 4acree of Mq 19 co-plat~ 

the 4e faoto 4..-aluUoa of the ln 11111olo we llaca 1a lluch. 

hbtaq.....,t to tbe al..,tDtb of jpril tbh pn.i,. hae ..,_ 

pait oa aow colt pv.rchaee4. More thea W...tr-oae 'bU11oa 

lo1 vat reporto4 111. tbe 1014 etool< aa of April t....,tr-...,atb 

t o tbt p rofi\ fr011 4..-alutioa uoah t o 100re tbaa tc aa4 

a Wf 'b1111oa lei. J.ccor¢1Joc to tbe pi'OT1a1ooe of a OIIJ)ple­

" lllt&r7 4aorea f 1Te 'b1111oa ,..,.., ll1m4ro4 .Ulloa lei will 

'bt cq>ID4o4 la tbe rept;ta•t of etate lOtDe froa tbe u.tioaal 

hAt aa4 tbe r•ehAar w11l 'be ezpaa4o4 oa utioaal 4efaet. 

!be 1luke colt D counce for t..,tral -the hat 'be• 

tioat, eo tbare 1a l'CIIlb~ 'b7 thit 4aoret a fifi7 parceDt 

1afloUoa of the CIIU'l'tll07 if 1 t h ooae14tre4 11eoet0A1'7. It 

tttllt inm table t hat tbere will lot a coatlAeraltl e 4-cret of 

tllrtber inflaUoa ..,..,.,..e of tbe aowotiJoc ooete of utioaal 

d.afa11 aD4 tbt taoraaa1ac ooat of t~~portt• llaoa ADgoe\ tbare 

baa be• a taonatt at two aa4 a Wf 'billloa 1a tbe ft)a141&r7 

.. iMce ..,.U.at 11111olo raael'TM are aot reqlli~• or .oro tbaa 

fltti7 ~'· 'Blare u. ..,_ aa taor_.e alMa AacUt at 
fo..V 

llS 

Regraded Uclassified
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Secretory or Stntc 

\'/oOhillGtOno 

1279. llo.y 20. 

PLAIN 

London 

Dnttd Mny 20• 1940 

Rco ' d 4: 25 p .m. 

FOR TREASURY FaD~ J:;UT'l'E!ti'ORTH o 

:..:7 

The quotc t ions in the London Stock E..-~e·=::;t 1 car no 

rcl:lt ion either to rmlity Ol' to tht mood of tht rity !'or 

it io impossible to deal in nny s1Gnii:1cnnt ' mounts . 

AlthouGh divia cnds art b Ein6 r£n itttd to nt~ttral f o1•£if9'. 

non"Ns1c1cntc. the dfcct of thE !'ormo.l1t1 cs imposed by 

thE l1ccnoii1G 3'JOttm is rcstrict1tl(;i'ortiln sc.lt!l of 

British securities which is plcyine; ita pert in upholdin(l 

thE f rEt sterling rntc. The Br .. tish Trtc.sury is l.J:>provia" 

ins rit;ht on6. lti't to Ltttt thE aitua.tion erco.tcd by Hollo.nd 

ond 3 cla iun b ecoming Allied powers pending the cor.~lusi~n 

or dci'initivt ogrt £mtnts. o.nd on tht mnjor question of 

cxptnditurt is o.pparmtly o.uthot•l?.ill8 anythin:; th=.t is 

c.okcd !'or. 

KE NNEDY 

CSi3 
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;.UERIC.'.N EllEL\SSY 

RUSH 

422 

TELE GRl\ll SEN'l' 

GRAY 

Jioy 20 • 1940 

9 P• Di e 

Tb£ .:?EdErnl RESErVE Bonk of Nrn Yori< ho.:J rEcEivEd 

118 

o. mtsoo.g£ from thE BanquE dE Btlg1qut 1n eo.rE of Bonk of 

Fro.l\0£ , Paris . Pl E0.3E eo.blE cont1nn11tion tlul.t tht 

Banqut de BElgiquE is rstnblishEd and ~~otioning in 

Po.r1e . 

E •• : ;-t.: LWVI 

HULL 
(HP) 
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Secretary of State, 

1/ashinaton. 

• 

GRAY 

Pari& 

Dn~td May 20, 1940 

Rtc 1 d 2 :48 p ,m, 

'177 , l'lay 20, 6 'O ,m. (SECTION ():<E) 

POP TP.: TR~ASURY . 

The magazine ECONOMIE FRANCAISE has just publishEd 

its unoft1c1al ir.dEx of thE F'l'Ench wholesalE prices in 

April of 45 foodstuffs and industrial raw materials . 

1!9 

On thE tas1s of pricEs in tht months tmmcdintely prEctdina 

the war equal to 100 thE index for April is pl aced at 

l:SI' an increasE of onE point over tht ~larch estimatE 

and a figur e eight points above that tor DecEmbEr . Imported 

foodstuffs arE placed at 143 and domestic at 142 . 

Imported i:rdustrial raw materials arc estimated at 155 

and domtst ic at 121, 

BULLITT 

CSB 

Regraded Uclassified



REB 

Secretary of Statt , 

Washington. 

aMY 

Paris 

De.tEd May 20, 1940 

Rec'd 2:09 p , m, 

777, llay 20, 6 p , m, (SECTIOII '1'\YO) 

Food ration cards art now btin3 distributEd. Bread 

is tht only co~odity thus far covercd by them, 

1.20 

The srcurit.its markEt was irregular today . Rtntes 

gained fra~tionally except for the 1925 sterling exchange 

guarantee issuE and tbt 1937 dollar exchangE guarantee 

issuE which 1odt 3 . 70 francs a nd 4 ,26 franco rcsptcti vtly. 

French industrial stocks were irregular a ftw showing 

fairly substantial gains ~ilt others sus~intd moderate 

losses . Sue~ rose 1325 points on th£ strength of Italy's 

stateccnt yesterday regarding its non-belligerent s~tus . 

( EliD OF llESSAOC) 

BULLI'l"l' 

CSB 
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llio u Jaell'O, -. 20, 1gllo 

Jo. J0211 

h!IJ00\1 JrlUih lo~tUaUo• for a ~h .&cr•-•' wi\h Jrasll, llblT \o 'be 
oarrlo4 oa la Loll4oa. 

OIIOIUlo JJID '!IIRD COPUS :S.Y J.IIIUU. - OO!mllll!IC. 
001'1 JT SDAMD. 

ccmD.M'W, 

iUhoup tho Jrulllaa Oonn»a\ Yilho4 \ o haw dleC'IIIIIloa 

.,., oanlo4 011 1a llio u Jaolro a• well a • 1a Loa4oa, a• r.por\&4 

ill 'II doopa\oh lo. 29'31 ot Kq ll, 191!0, I ban \hoi lloaor \o r.pon, 

for \ha !r ... ,..,. Depart•-' aloo, tho* a ottlolal of \boo Xlalo\17 

ot J'orolp itfal.ra oald \llio ..,raiJIC \~ U - llpPOOZ'O \ha\ ~ 

"OCOUa\lou will proklllT 'be oarrlo4 oa •UrolT lA t.o84.oa ao ..._ 

olrod 't!7 \he Brl\llh OoT-\. !hq oro oUU la \ha otece e6 

p .. llal_.,. 4looa.ooloa, boo oalcl. 

JeopoottallT roan, 
Jor the Aahaooo4ort 

... 
0 ... ... 

Varo ~. 
SOOOJOI. a.ero\arf of lahao07 

J'Uo lo. 'Jl 
lllt.IIC 
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CO!li'ID!!l11UI. 

M~ 20, 1940 

~o : Tho Socret 81'y 

!'roc : l<r . TOUII6 

Confer ence in General Brott'• office at 2:00 P.V.. with 
1:: . Eollor 6Dii l!r. l!utchlnoon of Clu7olor. In addition to 
j~neral !rett, V.eaara. Keller. Kut.cblneon, ADd Youag, alao 
proaont wore Coptain Krane, and Co lonol :Echola ( Oonor&l 
!':-en ' a Chief ~i no or). 

Gonoro.l Brott aol<ed 110 to outllno tho purpo ao of tho 
=ort l"' , Yhich I did in general terma, and then aekod 
!~ . Kol l er to outline in more detail tho a ituation ne it 
hrd developed from h ie conference with you thia morn!"' . 
Y.r . Kolhr «"vo 11 brief a\llllllOIU'y of the Continent al l~otoro 
altunt lon outlininG tho dl!!icultloa Yhich would confr ont 
Chryal er i f tho latt er ntte~ted to bUT it. 

He mont loned t ho fo.ct toot Contlnont&l hAd a book value 
of apnrox!CAtoly $6,000,000 but a apoculatln market value 
of about $12,000,000. ?urthor thpt certain aaaota included 
ln the book Yaluo could only bo r egardad aa doub tful. In 
nedl t ion, Continental had epnroxi&ntolT 22,000 atockholdero 
~lua the fact tha t development vorl< on a lN'I!" o:.otor bad not 
yet ;>rocrooood ou.t'flcientlT to put IUch a """or on a prodoc­
tlon bA&h. 

l!r. Eeller ""'ntionod the poaa1b111t7 or bull ding the 
~olh Royce en;tine Yhlch wtU a co~N'oblo typo. A deal vi th 
Rolla Royco would be ney much tiiiiPlor 6Dii would czpod1to tho 
·ro~ucUon of aotora , General :Brott inter rupt ed l<r. Koller' • 
remnrka by etatlng tha t he viahod t o talk a little nbout the 
Continental bo.c~Q;round before dlecuuin;t t ho Rolla Ro7ce 
"OUlbll ity in order t hnt J.lr . Koller could truly approcit\te 
the aituatlon, 

General Brett vent on to ~ th3t tho Arocr had put a 
,ood deal or COne7 into ! inand"6 thO doYOlopDOI1t Of thio 

122 
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Continental motor. JUrthor, that tho Oont1nontal c:rliDdor 
vhon proporl7 developed would be f ar ouporior to &n7 nov 
• .,.n,.blo. It -• pri...,.il.7 because of tho c7UDdor dool.p 
that tho J.rfiT -• oo ai>Xiou.o t o ooo OOIM ono like Clu7olor 
vlth ito --nt and o~noorlllg a.blllt7 t oke bold of 
that eo tor a.D4 re&ll.7 puob it. 

Mr. Eel l or inquired '" to vb&t tho local altuation voa 
on the Continental motor &D4 no to vbothor or not i t woro 
a patent ed dool.p. General llrot t replied t hat it vao not 
patented but that tho J.rfiT hold tho r lt;bto. On bolllg que o­
tloned furtbar b7 l<r. Xellor, however. tba General o:ado tho 
stato~ont tbnt it bad novor boon tho practice of tho Ar~ t o 

vithdrav the IIINlufncturo of 111.eh " product troa tho COIIIpNI7 
V..ich hnd boon doing the developmental work. 

1-lr. Keller "'" eou14eriQ« tbo pouibllity of tbo Ar~ 
~~ over tho Continental motor to Cbr:ralor without tho 
latter havi~~~: to bu7 out tho Cont1Dontal Colll>*JIT. Mr. Xollor 
.. eaed to bo prett7 :ouch of the opini on that 1t t ho ~ !<Dew 
the do olp and typo vhicb 1t vbl>ed dovolopod Chr7oler would 
Just aa aoon otart from tho ground lql &D4 do.,.lop a nov 100tor 
v1th tho bolp o! tho U "'f OJ16lnoora, 

~!r. Eellor inquired a.o to vhatbar or not thoro vao a 
Continental motor avai lable !or inopeetion in ordar that 
Chrysler a>i/lllt dotorc.lno, not onl.7 production dl!t1eult1es 
w icb 1101!!bt be involved, but &lao potential cost . It turned 
out t hllt tho onl7 Continental 1110tor of tho large olto, although 
ovnod b)' tho A:nrq, vao boi~~g t ested at tho Contlneat&l plant; 
• oitunt ion vhich miaht be ombarraoaing if Cbryal er walked in 
to i aapect it . 

Vlth roopect to tba Rolls Ro:rco ..otor, tho J.r.r::~ know vsr7 
little. Two of t heoo onctDO• are duo a t Wright P1ol4 a.t De,rton 
IQ::ce Uee next. week, one tor teat purpoeea, ud th.e other to be 
disnuoD>blod for inapectlOD, '!'bua, 1t would ooom that at tho 
present time little progreo o can be made until Mr. Koller aDd 
hit enginoora have a chance to 1napoct i n detail both tho Rolla 

Royco aDd Co11Unontal angi.noa. 

It vas arra.~~go4 that Mr. Xeller oboul4 aud hlo o,..PDeero 
to Wright 1'iold as oooD u he rocoina word troll Colonel Echola 
that tho Rollo o.nginea bo.vo arrived, At tM.t tliiOo hlo enginoora 
would &lao 41ocuoo in detail with tho J,:rr;q ong1neora tho poton­
U&lit1oo ot tho ContlUDtal ont:ino. AI 10011 aa thlo otudy and 

. 
. ··"Jt'V 

··~···" .. -: 
; ~ ; 
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!~~oct1on hAt bean aade at Vr1gbt ~1el4. TQU vlll rece1Te 

e t'e"'rt from Hr. Keller outllnl~ hie recom:l~D4at1ona. In 

, he meantl:ne , !lr . Keller 11 contlnu!n.~ " aell!na trip through 

:•ev !:ll; l •.:'ld NlC! !lev Tork State, roturn!Jl« to h !o ot t!co !n 

: ot, olt on Sat~day . Attached l o "detft!lod aehodulo of hlo 

o7t~ents !o~ this week. 

I see l it>lc hopo fo' expodi ti nc develop=ent of tho Con­

~ ~n~ntal oo~or ns touc &s ~ensr~ Zrett atleke to hit preaent 

~o!lcy . On the one hand , Cont lnontsl eY1ee~tl7 hat aot the 

!"1n.nnc11ll reeo"Jrcea , the llli\.D.fttitllent ab111ty nor the ena:lneerlft.tS 

~bi l1ty to dovol o? tho lPS$0 Continental motor wi t hin a reaaon­

•ble tlco : on the other hand , tho Ar~, altllout:)l 1t ovna the 

~ I ;h~ • to the ::oto' Md baa t!Mnced " l=ge part of tbe donlop­

~er.t cost s , atAtes thAt it r.anaot turn over the Job t o another 

rJ..•u·:J!n.cturer. 

If' thla la t r uly Q."\ eo.er~ene.r a..~ t he d.o"Ye lo""J::ent ot that 

~?tor la nocetaar,y, core independent money ~•t be ~ut lnto 

:o,\!nantal And nde~uAto ~ement nnd eng1noor1ng nb111t7 

h!red, OT soae ~ol~l concern with th1 nacessa:y reaoure~• ~•t 

~e ~er•ualed to ~e ~t loo~a like an unviat buaineae 1nvest­

~~t by buy1~; control of Continental, or the Ar~ =uat act & 

precedent by wlthdrnwlng th~t .otor fro~ Continental nnd giving 

it t, •~oe ono else . 

In thlo connection, I o lQht ndd thnt it vat ot~ted de!lnltolr 

.:'hr:t•l or nt t !'l. ln t1mo doea not conte:a"')le.te eet&blhh 1n.J s !ltron.­

r.,nt tLlTC!'!l..!'t d i v i &ion. !l.n.nufrc.turo Of ll.lrcrn f t e~\naa b7 t hAt 

c~= ~ ~uld be ~euarded solely as ~ to=?Q~Ary operation durina 

~~ ea~r ;ener ~triod . This ~otnt of •lev neceaasrily ralae s th~ 

fHndf'J:Jen t t\1 quoation 1\1 to vhtthar Chr7aler a.'tould be aa:Ced to 

he l':' 1n any mo.Jor cnpac1ty on such a bnds. ?robrbly other ttuto ­

.obl h t:A:!u!~etu:-era . ~e!l "' ~o~d. Pt\Cktlrd, Md Studebaker . 

,~.,·lld also be eons,llted t o ••• lf th17 ve~e 1nt.er este4 !'roo a 

l~fi: t era ~o tnt of v iew. 

44 · 
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.. TO P'tii O M 

.. , pru14"'t 

,.__J}rlllODII Put *' 1.s. lHO 

Ill'. Coeart baa ~ueet.t .. t o 1Dtom :rou that ana-ate ba.,.. 'beee oa.­
pltU4 tor Obr)'aler ~Uoa 0.,. llue1.,.•• Lwlo.._ IIMtl.llc• u tollow 1 

BCSTCif1 IUSS11 'HlBifS: 

POillUND, ~ 
OD loduod~ 7 22D4, ill t'be :lutlu4 Hotel , Ka1ll ll&llrocwl, at 12 o•oloolt 
llooa. 

s:PIIMJPIIID, v•s•• • 4 1Bi11Ss . 

OD ili1iro4a;r, ..,.1fr4, Ia tile Hotel lUa'bal.l Balll'O<A ot 111 o 04loolt -· 

ill the Olloll4ap Hotel , Ol'U4 Ball.-ooa, at 12 o•oloot 
lloOD, 

Iuten Da:rllcbt SaTillc 'ft.. 1e in etteot at all the abo.,.. placee. 

l.t all tour potato the Obr;reler OorporeUon :ll<IIOUU .,... • P'OuP w1ll _, 

with -bare or tbe pre .. u4 perbaPII a tn 'balltere aD.4 other illtluuUal 

o1Uzene, at U o'Oloolt, 1D. a aep8r&h roc:a d tbe plooo wllere the 
lunobeou WIU be hel4 , '!'be r- tor tbeoe ll o•oloolt ~ill&• are ao 
tollowo: 

Boot.., , 'l'erreoe -· Sellar•• 'l'eD. Aoreo; PorUu4, Pr1-te 
DlniDC - 2, :lu\laD.II. ll>tel; Spr1D.Ct1el4 0 Parlor A, JlOtel 
IUallall; S;rraoue, Parlor D, Ollollllaca Hotel. 

I. prln.te Pill~ oar baa been arr&DCM tor to aoo~ate all .-bar• ot 
tbo aeouUYo crouP• 'l'be - u4 ...a.c ot tblo oar, t be ~ epaoe 
ua1pe4 to J'Oil aD.4 proper 14eeUtloaU""' eo tbot :rou au baYO aoo- to 
the oar at all tt.. durill& tbe trtp, 11111 be toi'W&ri!M to :rov later. 

m ra11roa4 Uoteto ...,. Plll.l..&D. opaoe baYO 'b- ........- t or J'OII trca 
tho tS... 7011 l e a.,.. Detroit at 4o r03 P,)l, llloll4a:r, 11117 20tb, uaUl J'OV ~~.,.. 
boot 111 Detroit S&tllrl!a;r, *" l!ltb, d ' '10 J.,lol, 

lo are 1Dtom.t that a oon or tba obarhl't4 oar eobe4ule baa - tor­

WV4a4 to :rou 'b;r 1o1r. -..Do~. 
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- 20, 1940. 

ro1 The Secreta:y 
FRlllh llr • Slllll...., 

eooterenc• with Secreta:y llorgentbeu, President Keller of 
CbrySler Jlot.ore , l!r. Jlut.chinaon of Chrysler, Phillp lO\IIIfl, and 

A .. Lotant Secretary Sull1ftll. 

Keller report.e<l that s ince t.ellc1ng w1 t h the Secreta:y on tbe 
telephone he bad 1Dwat.igete4 t he situation 1D Continental Jlot.ore. 
n;e s tock 1D ttio ccmpa117 1e widel.J' scattered, eo 811Ch a o that it 
1IOUU be .,...,. cli.rficul t to obteiD control or it or to eecure an 
option. There 1a aleo now being considered by the S!C tbe r~t1cn 
ot a on ccmp&r~Y to take Cftr the a'fiet1on end of ContiDent.U Jlot.ore. 
Arter diecua oing the ten. or eucb • tranoaction be ateted tbet it 
• ould be entirezy impract.icable for Chryelar to atte111pt to take 
on this engine and that Chryeler could lllldoubt.ecl:cy do better by 

atart1ng troa acrat.cb and 6neloping a 110tcr, 

The Secretary then aqgeate4 to b1a that tbere were 1D th1a 

count ry two Rollo Royea - llerwin airplane ent;ines . Th1e io a liquid 
cooled engine 'll'hicb ia pertcnd.ng well under cOIIIbat conditione. 
The Secretary aoked Kelle r 11.' hie compa117 'O'OIIl.d be interested 1D 
building theae !or our Ocwrnmomt either under ita own tinancing 
or in CoTernmomt-owned plants leased to CbJ7oler. J!:eller eaid that 
he t.ho1Jiht b1a c~ 1I'OUld be iDtereated but tbeJ would like to 
see the .,tor or at laaot tbe deaigna . 

Arran£t1Dllte were •de for l:r . J!eller, l!r. l!utchiDecn &Jld 

Ill". Yeung to meet with O.neral Brett and Captain J!:reue at Oaneral 
Brett's ottioe at 2 P•• • today. 

The Secretary otfered to baDdla the licensing problea tor 
Chrysler &Jld a ttapt to c-=icate with Jlr. Pllr't'ie. l!r. Keller 
u.id be ieagined be 1r0uld be able to get adequate relief fro~~ other 
ec:aoitzente to the u. s. Ar11f fer abell caeea, fwlee, and recoila. 
The Secreta:y ballOTed that he would . 

The Secretary asked Keller to look at the 110tcr &Jld tben to 
sul>mit eotbatea aa to the coat &Jld epead of production of thia •Jor 
in unite of 100, 200, )00, 400, SOO per IIOfttb. Jlr. Keller 1r&8 to do 
this and report back on thaae achedulee co the basia of pl'iftta 

financing &Jld on the baeia or leased Ooft,_,t propartr and equi~t. 

· 2 ~ - b 
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)(ay 20, l911o 
5 : 2~ p.m. 

Mr. Morgenthau. Hov did things go t oday1 

Oh, I thought t hey vent beauti fully . 

You did. 

Yes , I hope I didn ' t say anything I Shouldn' t haTe 
said. 

Well , I haven ' t •• • •.. 

127 

And yet everybody seemed to be -- of course they vere 
oalling for one thing tha t I oouldn' t give the:n, 
and ttl at vae 11. program. 

Or eo me orders, 

You see. Now, we ' re just working -- the Air Corps 
18 worki ng just ae tight &8 they can go on a progr&m. 

Well , I think 1t wor ked out all right, 

What ' s the t? 

I think it wor ked - - the day worked out &11 right . 

Yeah , I re&lly felt Tery, ~ry e&tiefied when I got 
through. I vent in very dubioua. 

Yeah. 

But I thought everything worked out beautif ully before 
ve got through. 

Good. I'm glad you're hllPPY· Oener&l • ••.. 

Yeah • 

•••••• &s 11. mat t er of -- Mr. Young is sitting he r e 
vith me. 

I ' m sorry, air. I c&n' t he&r you. 

On this Rol la- Royce engine, couldn' t you put eo~bbdy 
on your eta1'f -- get one l't reon to trace that 
t h i ng through eo ve could ruah lt throught 

I 

I 
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I 'm having it traced Just as fast as I can , eir. 
I had that conference with Chrysler and I ~ave them 
al l the background on the Continental - - that is, 
I mean our background. 

Yea . 

Now, we're getting -- we're ruBbing those other 
engines ae teat aa ~eeible. We hooe to have a 
conference out there about ~onday or Tueada_v. 

Oh , t hat•a 

You see? Now, they at t hat time - - they will go into 
t he en~ineering background on the Continental and we 
hope t o have the Rolls in a position Where they can 
take a look at that. 

Couldn't you speed that conference up until about 
t hr ee days? 

t/all, I'm afraid not, e l r. Simoly because they· have 
got to -- they a re ineietent upon looking at the 
engine. 

Yeah. \Tall, I mean, couldn't they get a look-- see, 
qulolter. 

Well , except t he engines are on trei~ht. As near aa 
we can find out they ' re between New Yor k and Dayton 
right nov. 

Listen, 1t you can tlnd out where they are and hold 
that oar tocorrov, I' ll have a truck there - - I don't 
knov Where , and I'll take t hem ott and I 'll put them 
into Dayton ln ten hours. 

Well, tine. I'll look that up ~ight avay and let you 
knov. 

It you oan have that oar put on a aiding tomorrow 
morning .•••.• 

Yea, air • 

• ••.•• I ' ll have a truck t here and back them up and 
run t hem ln a truck im~edlately to Dayton. 
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O,!C., air. 

It you •11 Just let me know the first tb ing tomorrow 
morning, or let Philip Young know, see' 

YeB · 

You let Philip Young, if you can -- t hey can oatob 
thn t oar somewhere and have it somewhere t omorrow 
't!Orning, we ' 11 get a truck -- 1t you ' 11 haTe an 
Ar~Y ofticer or eomebody t here t o open t he car, 
8 0 that a Treasury truck can lmolt up to the t thing 
and take the t bings out . 

Well, I ' ll do ay best to locate t hose engi nes right 
away. 

Well , we ' ll either ~et a-- I ' ll ~eta truck 
r i t her a 'freaeury truck or a Chrysler truck. 

Yee , air. 

Or I ' ll send one ot my fArm t ruolte . 

Yes , sir, I' ll have them traced right now and see if 
I CM get any looate on them -- and if I can ge t a 
location on t hem -- I mean , where they' re plugging 
right along, why if they' re pretty near t here why 
O.!C., but otherwise not. Now, we Just made that-­
th1 e -- one of t he gentlemen Who has to do t he 
talking apparently wae on a trip and he wae planni ng 
to flO t o Portland -- up to Boston and Portland and 
h e v~• •••••. 

Well , I 'll ~et them back. Nov, t he President of the 
Uni ted States vente a complete answer on t his t h ing 
on Friday and be'• not going t o take any alibis. 

All right , sir. 
He vant11 an anever Friday. He wante a program Friday. 

0 , !C . , air. That'll be done . 

And I'm no Englishman. 

Yea, e1r. That ' ll be 4one. 
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c. '( . 

'loti , d ie!. Ca!)t ei n Co llins call vou abou t the Evens - ­
the Allison aetu~ . 

~lo , he didn't. 

nn e~anslon . ! think, a e I told Cantein Colli ns , 
t !u\ t I do believe that vou s"ould talk t o !:r. Evans 
an~ tell hi~ -- hie nosslble nlan i s to r egare 
increased olent canaci ty and increa sed oroductlon 
AS an entirely diff erent setuo fro a t he· Wr1ght a nd 
Pratt ancl 1/hitney. '!'~at is nurel\· t or vour own 
in~nr"'!Pt1on . 

This is Even s o: ..... . 

Ev~>ne of C' ener el t~otors . 

1:e 11 , I •n evelle.ble. I don't know """at hap:>ened to 
Collins. 

1./e11. , I don ' t l:no1·1, but I believe t~.l\ t t or your 
otm infor l'la t1on vou s hould jus t ge t a picture of 
who t he >rould pll!l\ to do under 81m1l~r oircu:ns tances . 

C. K. Al l right . I ' ll -- I ' ll fln~ out why Collin• 
didn ' t ten me . 

All right, s ir. 

And then vou ' rc <ro ! ng t o puts t'eilow ••... 

I ' ll pu t a nan on t~ 1s ri~t away , sir. 

'At taboy. 

n. Y. . 

':'hnnk vou. 

l\l ~h to . 
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'l'ol The Secretary 

:rroa : Mr. YoUJlt: 

!a: Rollo Ro;reo ~iuo. 

In accordance vith your inatructiono t o General »rott, 
oODoly, to loc~to tho tvo Rolla ongineo and to oxpodito their 
tollvery to 11ritbt 11old, General ! rott called ao about 8 
o ' clock last nl&ht to •A¥ that tho oaginoo varo ouppoood t o 
bt on -'St. MAry ' • dock•, Rev York, ancl th8.t he vaa aek1DC one 
Of hil J.r=:y peo~le tO inTeatipt e the &1 tuatiOD 88 be preeuaed 
tho en;;lnoa varo probabl;r still tlod up vlth Cuat o:oo. 

I l ocated llr. ko1l Rarrh at hoae and allked bl.a it be 
could orrango t o haYo tho onginea cleared thro\!8b Cuotomo 
lo.tl, dlate!.¥, eo thAt tho 'l'roaaur:v would hfiYO no roaponol'b1l1ty 
for delay. After " good dol\l of ditticult:r both on tho pArt 
of Y~or Johnson ot tho Air Gorpo otationed at Mineola, L.I. , 
.nt on tho part or 11r . O'leore of Cuoto10o, the engineo voro 
located a t Pier 90, llorth RiTer, and Kr. Barrio adYlood M 

at 10:15 laot ni~t that tho:v were elou or Cuotou and read;r 
for lh1poent. 

In tl\l:dng v1 th General Brott ohor tl:v tboreatt or I ""' 
Informed that tho onginoo would loAYI Rev York earl:v tbio 
: ornlng by exproot tor Vrigbt 7iold whore t ha:r ohould arri•o 
late t onight ucl be read;r tor In I tlal inspection oarl;r Vodnoo­
t..., aornlng. 

General Brott ao .. ecl hesitant about cl\lling 11r. Iollar, 
oo I telephoned Kr. leller about 11::!0 laat ni&ht at tho Rlto­
CN'lton l!otol In !lev York and axpll\lned tho altuatlon. llo 
proalaad that hla onglnoore voulcl be at Vrlght Flolcl at 8 
o ' clock Vodnea~ morning read)' to 6 0 onr tha Rolla engine 
Mel to talk vith tho J:r1117 onglneora 1\bout tho Continental engine. 
Tou vill reeo1Ya OOM kind ot a report tro• Wr. Iollar b;r J'ri483 
aorn1"4. llr. Iollar eaphaailod, bov ... or, that tho tiM vaa ••r:r 
a.'lort to :oolce M7 kind or a eo~~phto our•o:r but that yon vould 
rocoho tha boat report ho eould .U:o 1n tho tiM allovod hb. 
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Hello. 

Kay 21, 191to 
3:58 J) .l!l. 

General Brett is in G&neral Karehall•e ottioe. 
Shall I t;e t him there? 

Yes , ple ~t se. 

Right. 

4: 00 p.m. 

Go ahead. 

'lello. 

Yes , air. 

Gener al Brett ••.• 

Yes , sir . 

~32 

•...• . Morgenthau . I have brought down here several 
oiviliens t o advise me, peoJ)le 11ke Dr. George '-'ead. 

Yea, sir • 

And some ot her people trom Cali fornia TechnOlogy • 

Yes , s1r • 

low, t h ey'll be here tomorrow and I' a haYing them 
sort ot heard together by, I think it's Varner, ot 
Civil Aeronautics, ~ou know. 

Yee , sir. 

Now, ! '.,e given t hem wha t I 've got in my mind and 
Whn t I 'm trying to do to be helptul, but I ' d like 
t o get them -- have them get di r eotly also what 
you see -- the J)roblem, partioularly on engines. 

Yes , sir. 

And thie big engine , and lioenein~. I '•e told thea 
t he whole bueinees and I'd l ike you and traus to 
eee them aometitle t omorrow 1110ming. 

. -
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Yes , sir. 

Now, what time could you and ~aus see them? 

1~y I could I could be there at a ny time, sir. 

No , they' ll come t o your ottioo . 

Oh , they'll come to my ott1cet 

Yeah . 

::ell , let's make tt at halt p&et nine . 

9:30. 
Yes, S1r. Now , you. >J&nt .,e to ~et in touch wtth 
Cantain Kraus? 

'.\oula :--ou mind? 

No , sir . I'll arr&n~e t ha t with him. 

l·loula you mi nd? It saves me one t elephone call. 

llo . 

' And I 'll tell these ~entlemen to come to your 
of fice a t 9:30 and I ' ll have}~. Werner brin; them. 

Yes , e1r. 

You know Warner ot Civil Aeronautics. 

Yes , s1r. Now, exactly what do you want ~e to 
sl)eoitloally go into , Mr. l~orgenthaut 

Well , what I'd like you t o ~o -- is thts quest i on ot 
another -- wel l , in t he ttrs t place I'm going to ask 
l~r . Head to go out to All18on. That's number one. 
And take a look a t i t. 

Yes . 

I mean , what he thi nk• 1e the mat t er out there . I 
also want them to tell me wha t they t hink is the 
be at bet tor anot her in-lined liquid cooled engtne , 
a bi g one. 

:33 
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YeA , sir. 

Also , we ' re going to license Who they th ink i s the best . 

Yeo, sir. 

In other words , I ' m e~tting up a little group to 
advioe ~e on these sort of mattere. The t~ ings 
thl\ t you and I have been t alking about about engines . ••• 

.•... . I ' d 11 '!!.e th 1s l1 t tle group to ltnow, because I • m 
~1n~ to use them because I know s o l i ttle about it. 

Yf"A, sir. 

See? 

Yes, sir. 

So ••• •• . 

\·1e1l , of cour se, tbst subject should gradually develon , 
sir; a s the~ be~in to pi ck up i nformat ion ••. . .•• 

!U llht. 

.••••• • why t hen we can feed them additional data , whi ch 
will put them in a much better nos1t1on to ~Ake 
reoon~endations . 

I understand. Now, the other thin~, I ' d like then t o 
have ne rm1ss1on to go out to Dayton And see the 
Rolls- Royce on t he test block. 

Yes, sir . 

Ir vou woul d arranl"e that. 

~le1l t hAt ' 11 -- you got the message on that. 

Yes. (Hearty laughter) I got s good laugh out or 
that too? 
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It was down on the docks they tel l me . 

Yeah , it was on the dock. 

Yeah, not on the railroad train . 

135 

No , sir. I t was on the dock but it ' s being del i vered 
at Dnyton tomorrow morning at 7:25. 

Well, I think t hat 's very sn~~PY and I congrat ulat e 
you . 

I -- believe me, 1t t ook me a good part or the night 
t o do that, but 1t was done. 

Well , that ' s the way-- but we've all got to move 
t e eter these days . But as much -- I ' m del i ghted 1t's 
t her e . 

Yes , s1.r. 

Now, I ' l l have these men at your ott1oe at 9:30 just 
eo they oan talk, ask some questions, oheok up -­
they'll want to check up on >~hat I 've told them. , 
and then I ' m go i ng to see them a~a1n in the afternoon. 

Yea, e1r. 

And I t ook t he liberty of giving them a cop,y ot t he 
me lliO randum you sent me on the progra."l . 

Yes , sir. 

So I 'll be seeing you soon. 

Ye e, sir. o. ! . , I'll a t tend t o t hem. 

Thank you eo muoh . 

Rtgbt o . 
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WAR O I!:PARTMIEN T 
A IR COR PS 

MAT'ItRIKL. D IVIeiON 

U.• JJ,DlJl.' !'tR - Lieutenant B. E. ~•oKay 

Waohington, D. c. , 
lf.ay 21 , 19 4<!. 

Recently comparative teste on \ he P- 40 and t he Spitfire 
-;.t:-e condt·c·cod in Ottawa , Canada , by per aoMel of the Air Corps 

·odd Dhleion. 

l:!l'h epeod runs at altitude could not. 'c-o obtoinod due to 
• .. • ,. conditions exl!tting durin& the entire period or t oots . 

~O":cvtr , t he following concl-usi ons are dra...-n froa t.t.f' flirht 
te~te c,mduct.ed a 

l . The high •peed of the P-40 nnu the Dr it ill• Spit­
:·:re ~re oubetnntial l y t he o&Jte , with tho P-40 ei£ht to 

t.t' tt.il e faet( r en. i 1.s beat u.l titude . 

2 . Tho rat e of cl L<b o~ the P- 40 i o defin!1 oly eu­
tiJ'!.Ot' to t ill Spi1..fi ro due in pe.l"'t to the conotant epeed 

• ro1 elle:· of tho P- 40 against th• two- position propeller 
ot' 'I.e Spitfire . 

3. The airplanes a re equally ~nouverable , the oin~ 
ra,tiue of turn teinr deyer.dent i ,n each caee on the ea~city 
<!' tho r Hot to withstand the hif h acceleration rorcoo en­
cevnte~od .. 

The data requested on the ~rlin •"cine la being cor.:piled and I 
•1l1 '~ r rnJ 1hc-d at an t.e.rly de:te . 
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H.l.i. Jr : 

Purvis: 

bl, Jr: 

Young: 

H.J.:. Jr: 

Young: 

E.!J.Jr: 

Excerpt from meetin~ held on M&y 21, 1940 
at 9:15 a.m. , at whlch were present Purvi; 
Bloch-Laine, Jacquin, Young, Ball&ntyne, ' 
&nd Yrs. Klotz 

I want to tell you something before you start in 
1vith me . In order to save time and save a day, I 
called up Mr. Kennedy at a quarter past six this 
morning and asked him if he wlll\ted to go &nd see 
the Air Ministry because i f I wadted to see you 
I would lose a day. He said he would see the Air 
Ministry at once . I said in order to save time I 
wanted to know if His Yajesty's Government would 
license the ~erican Government to manufacture the 
Rolls-Royce engine. Then I had some other manu­
facturer in mind. I did not know whether the engine 
was one we could use or not, but in order to save 
time would they get a very capable person and 
give him all the papers and plans to dupl icate 
the engine and let him come over? Furthermore I 
thought, as an ace-in-the-hole for the British 
Government to have those plans in this country, was 
worth something. I don't want to be gloomy, but 
if you had a complete set of plans in the United 
States -- he ' s going t o call me back this afternoon 
as of London time, but that does not in any way 
conflict • •.•.• • • 

No, no. Anything that will save time . 

That saves time and he can go right into the Air 
Yinistry and he will have an answer for me by 
this afternoon, because, well, our A~ isn't help­
ing me any. Have we heard where the Rolls Royce 
is? 

Yes , I got her on the train this morning, going by 
express to Dayton, and will be there tomorrow. 

Just to show you, the Army was going to send it by 
slow freight . 

They never even got it out of New York. They 
were on the dock. I got Yr. Harris out of bed. 

They went by express last night? 
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Early last ni&ht anc they are on their way now 
and should be there tonight . 

They were still on the docks . How long had they 
been there? 

. "8 -" 

I don' t know . They did not even know when they came 
in. 

They are going to have this demonstration Monday 
or Tuesday and they nill be there tooorrow. 

Late tonight. 

• 
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~ AI'l i>XPA!ISION PROG~f 

Present : Mr . Hunsaker 
Mr . Hinckley 
Mr. Mead" 
Mr . Johnston• 
Mr . Warner 
Mr. Young 
h!r . Mc Reynolds 

l£ay 21 , 1940 
3:30 p.m. 

Hinckloy : All of this group, r.lr . Secretary, are in Govern­
ment and Mr. Warner, of course , a a you know, is 
in Civil Aeronautics a.nd Dr . 14ead and llr.Johnston 
are with the li .A.C.A. and thO)' are there because 
the Government feels and industry fools that they 
are the best men 1n aviation. 

H.!!. Jr : Let me just s et this. I want to know this . It 
shows how little I know, at l east about aviation. 
!low, this !<.A.c.A. , 1s that financed - out of 
what appropriation? 

.!3S 

Hinckl ey: They have their own appropriation, an independent 
agency, National Advisory Committee for Aeronautl cs, 
responsible to the Pr esident , 1n charge of a l l 
aeronautical research for tho Government. 

l'c:l : It was started many years ago. 

H1.'lek l ey: By Wilson 1n 1915. 

l:c1: And has a very high standing !'roo a scientific 
standpoint. 

E. :.: . Jr : !low, !>lr . Uead is on that , aren ' t :rouT 

lt:ead: Yes , air. 

Hunsaker: Mr. Mead is Vice Chairman of it. 

H. M. Jr: And !l.r . Johnston 1a on itT 

Johnston: Yea , sir, coordinator of research, not as a membor 
of the Committee. 

H.!< . Jr: But you a.re on their payroll? 

Johns t on: Yea. 
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::end: 

,_ ,, . Jr: 
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And Mr. Hunsaker is up at !.I . I . T. t 

n1e members of the N.A. C. A. are on no one ' s 
payroll . 

\'/he ro do you ge t your money from? 

we don 1 t get pai d . 

nten you are pai d by M.I.T.t 

!'or being a Professor, not for work1nc for the 
Government 1n Washingt on. 

And !lr. J<-hl"lston is pai d by 

uy t he Government . 

And Mr. "load? 

Nobody. 

You are just - -

Ther e are fourteen members on the Co~ttee, of 
whom eight are ex offic io representatives of 
various Governmen t departments, six, 1nclud1ng 
Dr. ~ead , Dr. Hunsaker and myself, being 
a ppointees of the President to £iVa only a part 
of their t1~ to tho Co~ttee • 

Well, I asked Yr. McReynold s to si~ 1n end keep 
mo st~aight , because he 1s Adoln1st retive ~ssist­
ant to the President and I jus t wanted t o Get -
he is on leave with me ~or two \"leeks . I •tanted 
to make sure I •tasn 1 t overl apping on anybody. 

• . fo Q 

Now, I a sked throe other gent lemen to co~e do.n 
and they may be on this eo~ttee , too , fr~ 
California. ntat 1s carmon, Milliken and Lombard. 
Do you know these poopl et 

Yes . 

They are all good on ltt 
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lltadr Yee , the)' are. I don't know ,Lombard. 

lrarner: 

H.lf. Jr: 

fiarnor: 

H.:i. Jr: 

tam er: 

R.U. Jr: 

Hunsalcer r 

B.K. Jr: 

llcRr 

H.N, Jr: 

Yea. 

Be is eng1neet 

No, Lombard is a spec1al1at in aerod)'n&ll.ioa. 
He went back to california to take hh PhD 
a bout t wo )'ears ago. 

IIJ.lllkent 

Be 1a Professor or Aeronautical Engineering 
there . Be ia alao in aeronautieal aerod)'n&Jil1os . 

And Carment 

Be 1e al ao ae rod)'n&Jil1ca. 

Now, what w1ll there be here t01110rrow, an,....,., 
Wha t I am tr)'ing to do tor the President ao 
we can find a better way to do it, h e baa got 
me coord1nat1ng th1a Arm)' and Nav,. program, 
plue the Allied Purchasing program and I aJI 

work1ng directly with General Brett and Captain 
Kraus on purchaaea of planee, We haYe got tbe 
job or ge tting the planea t or the Aray and NaY)' 
wh1Ch are in tbe present bill, plus the job or 
tr,.1ng to make a plan, it you want to produce 
50 1 000 planes, to have the engines and so forth 
and so on, and how to do it. n.e thing that 
I wanted - and inci dentally, I bave got 11011ey, 
llr. llcRe)'DOlda tells me, so we ean pay any or 
)'OU people - we ean pay $22 a day. 

Yea , and transportati on expenses and $5 per diem, 
plua $22.22 a da)'. 

So . 1f ~bod)' 
tree now until 
Riglltt 

1a not. being paid , I oan pay that 
the first of Jul7. I ban tunda • 

llcRr 'nlat 1a rigllt. A Uttle o·ur 20 lnoueand. You 
wouldn' t a pend that 1111Gb. 

H. lt, Jrr I don • t th1nk tbie crowd will, but I Jua t wan ted 
to lat )'OU ltnow I bad 1 t. 

141 
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Now , here is the tbing. It will take me a 
coup l e of minutes and then you oan cross­
oxrunino me . Maybe everythi ng I 8.1!1 saying is 
bolng done . 

I n this progr am a s it was tenntively given t o 
me by General Brett and Captain Kraus , they 
want so many engines - I for ge t , 24 or 25 hundred 
onglness for t h e trainers and in that connection 
they have r eco=ended. t hat •-e get a l i cense f r om 
Pratt & r.'hitney and Curtiss, from Pratt & rihltney 
on their ~-1340 and their R- 985 and f rom CUrtiss 
tho1r ~-975 , L~d both of thu~o compani es recon­
o cnd aga~nst i t , but the contracts are be~ng 
d rnTn tc g ive the license to the Gove rnment , 
the Gove rnment to r eassign these t o any pers on 
they •·ant . No \'1 , it sets doom to rthi ch fa cto:-1es 
can best - shoul d be thu fac t ori es who should 
be l i censed and can go ahead a nd ~ake t hese 
100 or 450 or 600 horsepo,.e r . That 1s one problem. 
A lot of su<;zestions ha ve beon made . Prat t & 
1'11t1tney have a f a vorl t o that they woul e like to 
Live 1t to . CUrt1ss-1/ right have their own sugges­
tions . I huve no f avorites . 

rhon t ho A~y desperately needs a b i c engine , 
in line, liquid cool ed. 'Dte only thi ng that 
they have z otten today 1s t he so- ca l led Con­
t1nent~l f lat eng1no r.hich at prenent , ! eelieve , 
has so hours on it and I t h 1ru: - you people can 
corr ect me - i t develops a thousand horse . 

You are ta lking 1n aed1tion to the Allison? 

Yes , And the thousand hor se is no sood and they 
want a 1500 horse. !:ott , a~;a1n I see 1n t he 
morning ' s papers that Lycomlne has a f la t engine 
wh i ch they announce 1n the newspapers , but 
noi the r t he A'Mtty nor the Navy wants u s to pu t 
nny parti cul ar money in t o it at thi• t i me . ~ey 
nre desperately anx1ou ll t hnt t he Admlni£tre.tlon 
put a l ot of money in th1>: Continental . '!hey 
would like to order l SOO o f thee~ . 

One of the f i r st t hing" l vtant to a sk ;;ou people 
i s . ~hat i r we want to - t his 1 s the onl~· place 
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whore maybe I have notions and you can knock 
them out of my head, 11e ~ve two good radial 
aircooled engine a. 1"/e have ono liquid cooled 
engine, Allison. They havu produced aiJt engines 
so far , but God knows when they will produce 
any more and then they don ' t know whether they 
will get them f lying, a lot of them, or whether 
they will devel op weaknesses . ~y thought was 
to try to develop for the Army and Navy another 
in line liquid cooled engine eo we would have 
something e l se to depend upon boaidea General 
~tors and Allison. flo have started with tho 
British Governcent to get the l i cense for Rolls 
Royce and the two Rolls Royce ong1noa were picked 
off the dock in New Yorl< laat night and are being 
sent by e~~ress today to Deyton to be available 
to be aeon. Is that \'ledne3day they are going 
to be availabl e? 

They a re on the train now. They wil l be there 
at 7:29 tomorrow morni ng. 

Wo pi cked them o ff tho dock last night . The 
Army thought they Vlere on a froight train and 
didn't know where they were and I raised hell 
and Phil Young f i nally diacovored them on the 
docka and we got the Commissioner of CUStoms 
out of bed and on hie way down there . 

I am giving you the atuff and th ia may be all an 
old story. You people may have hoard t his all; 

· t3 _, 

i t may be all an old story, but a t least I am 
gi vi ng i t to you as of t oday. fie a re working on 
What 1S the best in l ino ai rcoolod engine for 
tho Army. Are they right that they want another 
one? Tho ones tha t are available, in tho process, 
they claim the only one available i a Continental. 
The Continental Company is i n very bad financial 
shape and bad off in management. I asked Chrysler 
to l ook in to see whether t hey would bUy it and 
they said well , they wore buying an empty shell 
and didn • t think it was worth the money • 

May I interrupt, Mr. Socretaryf My information 
doe sn't go insi de the Army anrt Navy a s much as 
it might . Are t he Army and Navy both satisfied 
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that thie Continental engine ia ready for pro­
ducti on, has passed all the teatat 

r.. t: .Jr: Well, I have talked with Bret t and Kraus and 
they gave me a joint memorandum recommending --

HWlsal<or: I would accept their word for anyth1ns of this 
nature. 

a.M. Jr: iloll, they gave me a joint memorandum reco=ending 
that I th1nk it was that we buy 1500, wasn't 
itt 

Youns: Yes , s ir. 

P.. JI , Jr : Around 1500 of these Continental engines , of 
1500 horsepower each. 

~Ierner : Continental, as I understand it, he.a onl y now 
reached the point - the trouble that is now 
dovelopins - are the d1ff1cult1ea with the Alli-
son supposed to be 1rremed1ablet · 

H.!J,Jr: !J r . Sloan 1s coming down h!onde.y morning to talk 
to me about it, of General Motors. There is 
e.nother thing. There is e.nother engine called 
tho Bristol engine which the English Government 
are themselves considering havins manufactured 
i.r}· canada. I am just letting you know - I guess 
you (Younsl hs.ve .got the whole thing. 

Hinckley: 

Here is the thing. Can I get from you people, 
plus these people tomorrow, a r ecommendation 
and one of the first thins•• I think, would be 
t o take a look at this Rolla Hoyce engine to see 
what i t can do. It seems to me that one of the 
f lret things would be to l ook at that, to tell 
me so that I can tell the President o f all the 
1n line liquid cooled engines, ~nioh is the best 
ono that the Government should back as a - so we 
won 't be entirely dependent upon Allison. It 
seems to me that i s a bout tho first problem. 

'lbat would mean taking a good look at this Lycoming, 
too. 
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'ille LycominG, Continental, and Rolla Royce , 
those three . 

'lhore are tTIO more or les s incommensurable 
problems . In t he case o r the Lycominc and 
Continental, the risk i s that or br1nc1ng into 
lnr•ge production an enc;ino that hasn I t been 
tested, or only t o a very limlted extent , and 
t ho qualities are a s ye t indoter.ntnate . ?be 
pt•oblema - the Rolls Royce 1s known to be a 
good engine , but there is a problem of adapting 
a EUropean des i gn to an A~erican engi ne . Dr . 
~!end has had a good deal of experience. 

I presume you •:;ant engines - a t l eant , I fee l 
the country needs them anc\ h.oving gone through 
the last <~ar trying to "lake en~,<inca in large 
quanti t ies, I th1nY. i t 1s much better to start 
with so~ethins we have. The bugs i n so~eth1nL, 
as \"'e call i t , are more readily eradicated than 
to start f r om the bottom up. NeVI , parallel to 
tho t undoubtedly it Y/ould be wisd t o have 
!mother liquid cooled engine , but I shoul d think 
if t h e imlnedinte need fins to ge t quantity tha t 
we oue;ht to try some wa y to seo tha t Allison got 
into larce production. That o~ht not t o be 
an insurmountable problem. 

Couldn 't you do both of those thintaT 

Oh, simultaneously, yea • 

Coult•n 1 t e verything be done to he l p Allison, ~f 
there is any .:ny of h elping thou , so '<'e &rc not 
complctelJ dependent upon one co~pany and one 
engine , anrl start another one soingT 

Abso l utely. 

Is tha t imprac tical? 

Uo , hut I wou l cln ' t r e l y on tho ~econ<l source f or 
the imr.ledia t e production. 

~ranted . 

Becnuse <le had the erperience in the las~ "ar 
ot' tal: ing French engines which were a ll aes i&ned 

1'5 _ ... 
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we had aamplee like your Rolla Royce and I 
chased one a l l over the Uni ted States eo I 
can vioual1ze the problema that we had. \'le 
had the beat automobi l e company here building 
Simplex automobiles , a crowd that knew what 
they were doing, and i n a year we d i dn ' t pro­
duce a.ny engines. It waa only in t he second 
year when we began to produce engines and we 
had everything t o do it with, so that it waa 
really throe yoara before a large quantity 
came out o f that plant. 

Well, wha t suggeations would you have the t the 
Oovemment 'liOUld do t o hel p Allison get under­
way? 

\'/ell , I would like to know what Allison' a problema 
are, not tha t I feel egotisti cal and abl e to solve 
them, but pemaps if we knew what they were we 
coul d better deal wi th thom a a to how soon they 
could be solved and whe t her it is a matter of en­
tirely redesigning the engi ne or whether 1t is 
just something they don ' t kno" nnd the rest of 
the crowd do know and they could be t old. 

\/ell , I am not going to attempt to tell you. I 
was at the plant and as a layman walking through, 
i t seemed to me that the trouble was organizat ion. 
They haven 1 t had enoug)l engines out to know yet 
whether t hey will fly , but 1 t 1a an organization 
problem. !low, do you think the t s ome of you 
gentlemen could be he l pful by goin& out there and 
l ooking the thing overt 

flell , in order for t~~e to tell you anything in­
telligent , of course, I wou l d have to know what 
t he problem was and I may be able to find i t out 
from Kraus or Brett . I haven ' t t alked to them 
about it . 

They don •t k now. I think i t would be a Ylaste 
of time , but don 1 t take my word for it • 

or course , i f I might continue on that general 
subject a moment , I am concerned, having been 
a broad quite a litt le and aeon Wha t waa done 

! 46 
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in our own industry there , that we must move 
fast and if you take a leaf out of their book 
Which is perfectly simple, you don't f ind any ' 
plant making more than one or two models of 
engine . 

Now, are Wright and Pratt-Whitney - and I happen 
to have been chief engineer of both of them 1n 
't1l;'f lifetime - building a large number of engines, 
Which naturally spread your thi nking? Now, 
neither the Germans nor the English are doing that . 
Rolla are buildi.ng just one engine , that 1a the 
rogular thing, and ao are the Oeroans building 
just one engine in each plant and i t is very 
desirable , I think , to do, as you spoke of to 
begin with , spl.it off certain t h ings which are 
no t so important to the fighting forces and let 
those companies who originated the engines carry 
on with them, \'/right and Pratt- rnutney, on , say, 
t wo models and th i s smaller engine tha t Kraus 
and Brott recommend being put elsewhere , I would 
certainly think is very sensible because there 
is a training engine that doesn ' t need to be 
made so beautifully ond somebody e l se coul d cer­
tainly make it. 

And carrying it out, I suggested to Brett that 
t he Army and Navy adopt the same 400-horaepower 
engine for both their needs instead of one bi g --

r/ell , that is the other t hing I would like to see 
done 1f we could only have a small group to sit 
do11n and iron out some of these things, where 
the two services will order almost the same thing 
but not quite. 

\/ell the time has arrived that - they are ready 
to d~ anything that they are asked to do. The 
way they do , one buys a 400 and the other buys 
a 450, each from a separate company. From now 
on they are willing to both buy one or the other , 
whichever way it works out. They will f orge t 
their f avorities. 

Of course, I don't know What your plan is, but 
both tvright and Pratt & 11b1tney build two engines 

147 

Regraded Uclassified



H.JJ . Jr : 

~ead : 

a.:l. Jr : 

;~ead : 

E.I! . Jr : 

Mead : 

n.Y.Jr: 

l!ead : 

- 10 -

that are in large production and have been used 
extensively 1n military aircraft . I think it 
they could concentrate on thoae , it would be a 
bi g step , 

• 
You are talking of small horaepowera? 

No , bi g engines . 

Oh, the thousand horse? 

Yea , from 1200 to 2000. 

17ell again, the thought was not to interfere with 
their present production 1n the 400 and 600 horse 
class until we got another plant going and when 
the new plant c ame into production, say that we 
gavo any one or these companies th is business 
as s oon as this new thing was delivering what you 
need, Then you tell Pratt & \/hi tney and ·:/right 
to atop that engine and concentrate on the sturt 
over a thousand horse, that was the idea, but 
not to tell them to stop that until you had 
solnebody else actually producing. Doee that sound 
sensible? 

That sounds sensible as long aa you don't keep on 
giving them orders. 

Well, they could - you see, we are fortunate 1n 
that - I s ay again tor the time being I have sort 
ot a supervision over both the Allied Purchasing 
and this other 1 so tha t we can awing it any way 
we want and purchasing power is ao tre.,endous 
that they rlll listen. · 

You are holding the whip hand, all right. 

I mean we have been very - I have tried to listen 
and not to be arbitrary and I have had a n ice re­
l a t i onship with all or them so far and I .:ould 
l ike to keep it that way, but we can do it, you 
aee, aD1 then this whole question when we get 
into this licensing thi.ng - I moan, everybody 
in the Army and Navy said it couldn ' t be dcne, 
but under thi s 1918 Act we just can take this 
aturr and let them sue us in the Court or Claims, 
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ao if •·:e want to be arbitrary we coul d just 
talte the stuff and then l et them sue the 
Government a nd they would get their money 
lo.ter , but t~e don't wan t to do that and e very­
body has boon lovely and there has been no 
trouble and everybody has cooperated and i t 
has been a splendid spirit and I haven 't had 
to use this vast power that I have t~porarily 
and don 't want to. 

1'/ould you gentlemen like to talk to Bret t and 
Kraus , sort o f havo a talk w1 th tbom and then 
maybe - bow would you like to workt 

liwtsakor : As to the work on t he Allison probl em, I don 't 
bel i e ve any of us here are in a position to 
give any i n tell i gent advice. My own knowledge 
of Allison's deve l opment is second and th ird­
hand, but it has been unsati sfa ctory for a bout 
seven years . They are always getting the engine 
along and always having trouble and curing that 
troubl e and discove ring another and we have 
thought some t11:1e ago that the engineering per­
sonnel may have been no t quite on the job, who 
have had to learn such a hard and slow way, but 
now if there is production trouble I don ' t know 
wha t that is. Certninly t he motor companies 
must know more about that than anybody in tho 
world, so there IIIUSt be somo engineer ing bug in 
i t which ou&)lt to co.":le out on the t ests. I think 
the Arnrr did place orders las t yea r before the 
engino ha.d gone throu&]l all of ita tes ts , did 
they no t , Ed? They took a chance. 

:.arner: I th ink part of the trouble i n the se ven years 
has been repeated redesigns, trying to catch 
up with the t imes. I t baa a l ways taken a l i ttle 
longer than antieipeted t o bring the engine 
to the point of production and by the time it 
ie ready, it seems to have been obsol ete so they 
havo taken a fresh start. Thoro has boon a 
succession of models . 

H1ncl<loy: You mean , or . Hunsaker , that you woul d really 
have to go out there --

1~ 9 _ , 
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I personally am not enough or an expert engine 
designer to go out and do any good. 

Or Dr. ~ead could go out there. 

!.lead, I tb1nk, would do well. I think that 
other people - it is pretty hard to get experts 
out of the \'/right Company and the Pratt-Whitney 
Company to help Allison. ~ey aren ' t set up 
to do it. You might get Eddie Tayl or. I woul d 
take Eddie Taylor ' s views on that • 

• ell, Dr . "ead is detached enough from both 
companies, don't you thinkT 

Yes , a combination of Mead and Taylor to make 
an engineering inspection of the situation. I 
would agree with anything those two men would 
rind. 

I think, Mr . Secretary, poaaibly it .:ould bo 
helpful if it could be clearly defined wbat 
t h is group ls and what it i s expected to do , 
I, for one, di dn ' t know and I don't believe 
that Dr. Mead and Dr . Hunsaker, both or whom 
r eceived information about today ' s meeting from 
me, knew just what was desired except that we 
talk on engine production. I don 1 t think any 
of us knew whether it was policy or proceeding 
or methode or the non-adaptability of aircraft 
factories to nircraft work that was in prospect. 

On the details of engine design construction, 
I will withdraw myself. I have no qu&li f1cat1ons 
in that field . I know of many or the engineering 
problems, but so f ar as I am engaged in engineering 
work at all, or have been, I am primarily an air­
plane man. That is equally true of al l three of 
the men you have from california and Dr. Hunsaker , 
and Mr . Johnston bD,s been enga.ged in resea rch , but 
the only real engine speciali st you have so fer 
is Dr. Wead , who is qualifi ed to do all of these 
things. But if you want a cocml1ttee to actually 
work on looking into the fitness of any particular 
engine f or production , you probably need to seek 
fart her for some different personnel. 
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Well, I have to l d you whet I have before me 
end I keep saying repeatedly I am do 1ng th is 
temporarily for the President and what I want 
i n advice, because I am 1n the fortunate position 
thet I don 't have any preconceived noti ons on 
airplane engines, so you are dealing with s per­
son who is willing to l1s ten and the things are -
I wlll go over i t again 110 you can s ee what I 
have . 

I rove got here before me on top o (' tb is - here 
come11 a memorandum fro~ ~rett called "Aircr a f t 
~1ne Facili ties , u and t h i s goes toward a 
Oo vernaont owned and operated factory, l t s ad­
vantages and d isadvantagee , private or.ned and 
operated factories , Oovornmont o<.ned and privately 
operated fac tories , the ~ole question of the 
additional plant capacity necessary for th i s 
program and also stand-by factori e s . 

Now, again I just don ' t want to take - without 
any slieht to General Brett - I don 1 t want to 
take his word as t he last word on \\nat is the 
way to do this , and I wan t engineering advice 
outsid e Army and Navy, outside of - no t connected 
with tho indu.s try, 

Lot me l i st tho probl em and then you peopl e tell 
me. !low, I t hink - I would a lmos t say the first 
problem is, what can ~e do to help Allison . !low, 
who can he l p me? Dr . !.lead? 

Dr . Me ad could do tbat , here or e l sewhere for 
that aa tter. 

Can you ge t people to he l p you? 

I would su&gest this, that tho first thing is to 
know What tbe problem is and t hen if it is en­
glnoorulg, that is all right . If it is production, 
lt is Dr . Hunsaker or perhap11 you had sugces ted 
that maybe a man of t heir own organization - -

'.'lell , the f irst thing ie to have somebody go out 
thoro a nd take a l ook at t ho factory and say, 
"Well now, these are t he thU1gs , " and unti l you 
got these things cured you aro no t going t o f et 
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anywhere and then you would have the whole pur­
suit program of the Allied Oovernmonts tied up 
in Al lison. The whole God damned program ia 
tied up 1n Al lison . They hu ve delivered six 
engines in the l ast several months . 

I would be very glad to do what I can, whi ch 
would be to start by talking to t he people here 
and then go there and tell you what I find and 
do it right away. 

Well, and will you take tho r oaponaibil1ty of 
getting anybody that you need to help you? 

Yea, i f you can give me some wa y to do that. 
I can, through Kraus and Brett , I know. 

Oh, I see what you mean, to help me get to a 
decision, yes, 

It you don't mind, I will arrange - I don't suppose 
i t is necessary, as far as get ting into ths factory, 
but I want to go out side the Army and Navy, because 
they have wrestl ed with this problem and here we 
are , so I think it takes out s i de brains. 

1'/ha t I mean t to be clear was that I would have to 
ge t permission to get ther e properly and I could -
once having that , get some additional help to do 
tho work. 

We will send you out 1n a Government plane with the 
proper escorts and everything a l ae . 

Well, that isn't i mportant --

No , but I will get you 1n thoro - Philip Young 
will aee that the Army and Navy and everybody 
approves your going . 

That is a l l I need. 

I wi l l tak~ care of that, but I meant as t o anybody 
else that you need besides yourself. 
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I don ' t think o f anything in that line at the 
minute , but i f I do I can got them, I am sure . 

\\hen would you be ready to goY 

\loll, I can go anytime , right at~ay . If poseible , 
I woul d l i ke to get a quick general idea, whether 
today or tomorrow, on the program aa a whol e so 
that I can judge a little better - -

You moan stay with me for another day or soT I 
think 1t would be good. 

It I can l i sten in, I would like to know core 
about it. 

But you are going to take care or AllisonY 

All right. 

I'.Oich or you gentlemen can so out and take a look 
at tho Roll s Royce and any if i t ie any good? 

That 1s again a desi gn problem for which you need 
an engine desi gn speciali st . Again , it is true 
that Dr . Mead is tho only one here, ~ere are 
others Who are not here, but thoro are not very 
many outaide the industry. Dr. Hunsaker bas 
montlor.ed one n:an . 

That is Professor Taylor of ~. I .T ., who is as 
competent an engineer as could be found outside 
tho indue try. I would think that to judge the 
difficulty - we know the Rolla :Ioyce engine is 
good, there is no question or that, and we know 
its performance . I am sure that ~:right feels 
that the Army has had s11mplea o.nd know about lt . 

Rolla Royce? Ihey only ge t there tomorrow. 

Haven 't they bad samples in the last couple of 
yoara? Ihey are worse than I thought they were . 

If they have , they certainly haven ' t bad the 
information fo r a year because they have tri ed 
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for six months and couldn ' t get it and 1 had 
to personally get them two engines . 

1 s pent several days 1n Rolls plants, so I 
know pretty much a bout tl:e engine already. 

I think it i s Mead agn1n on this judgment 
as to the diffi culties of adaptinG the Rolls 
Royce engine t o American - finishing and 
assembling and I 1rnug1ne the part• our people 
can make. 

loould you find it useful to draw on pr oduction 
men outside the aircraft industry, presumably 
as this expansion goes ont Are there any pro­
ducti on men 1n the automobile f ac tories you 
would 11ke to take on to check the engine with 
you for American production! Do you know 
whe ther Roy Fadden is 1n this country! He is 
the chief engineer and really the presiding 
genius of the Gri stol Company. 

He v:as here. He 
a hurry- up call . 
Phil? 

Yes , air. 

left at noon today. He had 
He left at noon, didn ' t he , 

He l eft on :too:e Clllans of tran:tportatlon at noon 
today. Am I right? 

Yes, sir. 
He l eft at noon today. The one word that he left, 
that he sent to me , above everything else , i s to 
go to the biggest engine that you can go to , the 
two thousand horsepower if poseiblo. lie spent 
last night with Keller, president of Chrysler. 
He went over the whole thina last n1Sht with 
Keller but he said , -you must 60 t o the big horse­
pacer. Don't fool with --• what ~as it, less 
than two thousand! 

Eighteen hundred, seventeen or eighteen hundred , 
no lese than that. 
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1Tell, you have got one engine about ready to 

go into large production on two thousand horae­

power ratlna. 

flba t 1s t.ha t T 

That ill the 2800 Pratt & Vlbitney and the Cyclone 

2600, r.right engine, 1e eo::tetMng leaa than that . 

Well now, the All.ieon ie one and then the other 

thing 1e to have eomebody look at the Rolls Royce . 

You s ay t.ha t 1a Dr. llead again' 

~ell , Dayton and Indianapolis are fortunately 

close together. 

He 1a going to be a bluy man. 'l'llen the question, 

whiCh factories are best equipped to take these -

one, say, to take a tOO horse engine and the 

other to take a 600 horse engine, Wright and 

Pratt & Whitney, wMCh factories are the beat 

equipped. 

I take it your Rolla Royce problem baa to be 

discussed with the factory people who are likely 

to try to make it. 

They wi ll be there. The Chrysler engineers will 

be on the ground. 

I think 1t would be a mart thina to have the 

Chrysler people assigned to that thing and no t 

be shoving around among all or thee. 

No, the Chrysler people - I asked t .bem whether 

they would do this and L!r. Keller ia very muCh 

interested and he was 1n charge or production 

of the Liberty engine !or General l:otore. We 

went all through that . He ie with General Cotora. 

lie ia going to be there and their engineers are 

all soi.na to be there and be 11 personally takina 

an interest. 

I should th1nk Mead's diacua•ion with the Chrysler 

engineers would be t he most useful one. The 

Quoyaler people, 1t anything , are likely to be 
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too optimistic and to underestimate the difficulty 
of adaptability of that Rolls Royce. 

To get them to do this , we are just soing to have 
to push them. They don 1 t want to get any ai rplane 

engines . They don ' t like i t . I think you will 
find they will find all kinds of' fault tthy they 

shouldn ' t go i nto it. He went through that on the 
Li berty engine. lie doesn 1 t like the business and 

doesn 't want to get into it, but time will tell. 

He is also talking on the Continental with the 
Anny engineers out there. 

Oh, yea . !low, there ie a question. Should the 
Gover.woent put a lot of money into the Continental 

flat enginet 'lho.t is what the A1'1>17 ..-ants us to 
do. And then there is the Lycoming engine. 

It would be starting back froa the ground up. 

That i s right , end the re i s the Lycoming engine 
and you people may know of other engines around 

which haven't been called to my attention. 

I should thinlc it would be wise to look into the 
question of letting those cocnpe.ni ee you just men­

tioned oeke so~ of these training engines ~hich 
we need badly. !low, the Roll&, eng1neerini(Wisc, 
is e pr etty good engine. It is only t he difficulty 

of ba rlng to start fro::~ the beginning, but the 
Allison engine , as far as I know, ousnt to be a 
solvable problem, so there you would have your 
two liquid cooled engines. On the other bend, 
they are not very large unite. or course, being 

as the Cernans are fighting with - that is , 
not the Allison, the Allison is a - wel l, the 
Allison and Rolls are just about U1e same. 

Eleven hundred horse . 

iloth of thet1 are small compared with the Ge l'I>IBne'. 

The Germans' a re a bove e l even hundredt 

Regraded Uclassified



l!oad : 

H . ~. Jr: 

)lead : 

n.u. Jr: 

t:amor: 

F. l~ .Jr : 

ll . ~l . Jr: 

- 19 -

'lho Germans have a big engine in the -tter 
of bored stroke and they run slowly and they 
got considerable altitude perfo rmance out of 
them, while the Allied onglnos have to be pushed 
very hard, 

The same order of power with both of them. 

And then there is this other thing, the question 
of this f a c tory buslneaa . 

I th1nlc you have got more work than &n:J one of 
ua could reasonably undertake and that the only 
thing we could do to be helpfUl would be to go 
into a huddle and aee 1t we can 1 t figure out a 
group that could really solve those problema 
for you 1n a reasonable period. Otherwise, I 
think it would tak.e a long time, don 1 t you, 
Harry? 

I am going to give you 1n confidence this memo­
randum which I have not yet road from General 
Brett which - and then tboee people I should 
t hink would be - Dr. Milliken said he would 
arrive early Wednesday morning. lie have p l enty 
of room 1n the Treasury. Woul d you gentlemen 
like to meet here or would you l1ko to me e t 
over at Civil Aeronautics? 

lie might meet hare for t h e t1mo being. '!here 
11118ht be something more to coDII!IIln1ca te rlth 
you this afternoon. 

llac, where is there a roomt 

They can meet 1n 296. 

When tbay go down, will you show them where that 
1st And then what we will have to do when these 
gentlemen come i n tomorrow, put them in touch 
with these peopl e bocauae I have booked myself 
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up tor tomorrow and I won 1 t be available until 
2 130 tomorrow afternoon, I mean tor an uninterrupted 
hour . Possibly you people in thjl morning would 
like to meet with Brett and Kraus . I could get 
them to come over here. 
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I woul d , very much, because they would be able 
to save a gr eat deal of time 1n getting us up 
to date on where the problem reeta. 

It might be better to f!P where they are . 1bey 
have all the information in the fi l es . 

Phil , will you arrange that at n time a greeable 
to these peopl e and to Genoral Brett and Cnptatn 
Kraus f or to::torrow ,.,mingY 

Yea, air. 

And w111 you explain t o General Brot t 'llbat I e.o 
trying to do or should I explain it to him? 
I think I will call him and tell hi"' n yself and 
I v1ill ask him for what time tomorrow. I will 
do it now. \.bat do you think, Bob, do you think 
that is about right? 

I think you are etarting right . 

As I understand, Dr . Ylarner is eo1ng to kind of 
see mo through on this thinG, right? 

I will help if I can. 

Are you ovet-wori<ed? 

Yea, he is o,·erworked. 

I am not a specialist in design. 

Or would you rather l et so~obody from N. A. c . A. 

I think l.:d can go along and keep us - ­

Somebody, so thet when the y "an t to contact 
mo through some ono per con, you call me and 
I can call on the person. 

I will do that f or the time being. 

I am ever ao much obliged. I hope you realize 
hot: much --
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If we come to anr deciaione thia a f ternoon, can 
we aee rou again! 

Yea , just call Phil Young. It 1a ever eo k1nd 
of JOU to come down, 

Well , Mr. Secretary, I am glad to give any help 
I can, but this would be out or my knowledge 
and acquaintance. I am not an engine designer. 

But stick with WI another day, Don't you want 
to a tay w1 th us another dayt 

I dm•t aee that I can do any good. I think the 
thing is to depend on George Mead and my advice 
to George lolead 1s t o get Ed Taylor. 

Well, I think if we could get you for another -
a little while, it would be a great help because 
you have got auQh a general knowledge, Jerr,. , 
and rou have lived through the laat war with 
the rest or ua . 

I think you can spend another day. 

~oad : Don' t leave us all alone. I am not a superman, 
you know, 

H. l' . Jr: 

Wamer: 

H. t:f . Jr: 

Hinck lor: 

Mead: 

H. LI ,Jr: 

liunaaJcor: 

r<ba t about this man rlrigbt you were speaking of, 
C. P. Wright . 

He is an airplane specialist. 

He is aaaoc1ated now with 

It is engines, i sn ' t i tt 

Prat t - l'lhitney, i sn' t het lio , CUrtiaa- \lright. 

He h Vi ce President of CUrtbs-VIrigbt . 

Engines, that 1s the trouble. The time that I 
apend on this thins right now, on theee engines 

You wil l have to get the engine fellows to do 
the Job, not Ed rramer and me and Paul Johnston. 

lSS 
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Well , tal k i t over and I am in good hands and 
I will l i sten to you. 

It ie exclusivel y an engineering probl em at 
the present time , Aircraft production will 
come along more r api dl y than the engines . 

I thinl< that is correct , of course, in this 
engine problem, You have eot to discover 
some plant faciliti es and Who are you going 
to farm th i s lower horsepower stuff out to? 

I think that is a continual Job. 

It is a continual job and of course on that 
front , I think c. P . Wright would be willing 
to - i f he would be willing to sever his pre­
sent connection, would be a very help.!'ul 
person. 

On the engine probl em. 

I ao1 talking a bout engine production . He is 
a production man. 

No --

Wri ght builds engines now. 

Uay we think 1n tel'l'ls , as I am afraid >~e must, 
i n some sort of a continuing aoall group to 
lend a hand and n can e;o after it on that 
basis , 

That i s right. \",'hoever does t his thing for 
Ur . Roosevelt , it will be a continuinG Job. 
I mean for the moment , he has got me doing 
it , but whoever has got any oense, he will 
have to leave - a gentleman of your experience -
I am just not going - this is no disrespect to 
the Army and Navy, but I am not eoing to l et 
them write the ticket without checking i t , 
nny more than I am going to let any particular 
ongine company write the ticke t . I am a great 
believer in college professors . 

Nell, you have got some good ones here. That 
lets me out, 

1€0 
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Well aeywa,., they ba ve helped, I never could 
have done thia job 1f lt bal1n • t been for the 
Unlvereltlea , 
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::r . Sulliva n reported the Navy Bill in the 

Houae 1\oee n"f.'Y ,.1 th all soci al l ef'18ltlt10n. He 

"' ~n ,.,.,o1nte~en t •·1 t h t he Pre ~< 1 dent nt l!' : ::SO pm 

to-' 1;:: . 
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4: 15 p. m. 

Ur. Welles called HK, J r over the White House 
phone at 4: 15 P• m. a nd said t hey were consider ing 
the Pepper . cnendlllent and, l eaving out the 1mpl1ca­
tiona of neut rali ty and i nternati onal law, Welles 
~anted to know how I fel t about. 

(The followi ng 1s IDJ ,Jr's 81c!e of tht• conver­
ost1on. ) 

1 1 received a l ong 11st today from Purvis or 
whnt their needs are. They want every ai rplane t hat 
we have. I turned over t he list to General l!arshal l 
a nd he was going to advise us , !roo the standpoint or 
national defense, as to what we oan do !or them. We 
did turn them down on t he P- 36' s several daye ago. 
General l.!arshall wr ote ce a t "o page memorandum sa;,r1ng 
t hat it was i mpossible. He has the rest or the s tu!! 
right now. I f this s1tunt1on ge t o "orse , we may want 
t o give 1t to t hem. The way the law i s 1t 1s diffi­
cult to give them anyt hing without us i ng tri cker y. 
Leaving out the i nterna t ional law and all or it s im­
pl1cat1onn, if the Chief or Staff would recomr.>end this 
and if this resolut i on passed, i t would make 1t possible. 
Simply from that angle I have no objection. It would c helpful 1 1' we wanted t o dolt. • 
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R.Y. Jr: 

S: 

P..Y. Jr: 
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Hello. 

Bello. 

~lr. Sloan' 

Yea . 

Henry Morgenthau, Jr. 

Yes, Mr. Secretary. 

May 21, 194o 
11:27 a.m. 

Mr. Sloan, t he reason I 1 a calling you •••••• 

I don ' t bear thl!t , Mr ....... 

The reason - - oan you benr me nowf 

0 . JC 

Hello' 

Yes , 0 . Jr:. 

t•~ calling you beoauae I'm very much worried about 
production at Allison Motors. 

Yeah. 
And I' d like to talk to somebody -- you, or whoever 
you designate , t o talk that situation o~r. 

Well , that•a fine. or course we' l l do anything 
we oan, Mr. Secretary. I want to point out to you, 
howeTer, that the -- it' a almost out or the realm 
or possibility to atart a new plant and to have 
everything oo:Ding the vay 1t ought to w1 thin a 
period of 60 days after one geta into t he plant. 
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True, but I -• out there and -- about tvo week• 
ago and vent through the pl.ant and eo auoh depend• 
upon thia both tor ouraelvea and tor t he Alli es that 
I do vant to talk 1t over v1th somebody. 
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That ' s all right. I th i nk you have every reason -­
every riFht to, and I ' ll be awfully glad to eee that 
that •e done im~diately and t hat vou're given every 
information -- bit of information as possible. I f 
ther e was anyth ing t here t hat -- I ' m ver y much con­
cerned With 1t also. Not oonoerned so much about the 
nr esent s i tuation , because I think tha t' s inherited 
with ~~ at we •re trying t o do, but more narticularly 
on the g reat responsibility trom t he standpoint that 
you ' re talking . 

Vell now, who is it ••••.. 

But nobody hes got t~At -- I want to assure you that 
nobody has got that ~ore a t heart than I have. 

Well t hat '& why I wanted to talk to you r at her than 
t o have -- have a half an hour rather than with some 
subordinate and j ust • ••••• 

\·1ell , all right-- all r ie-ht t hen. That ' s fine . 
Now, I ' d like t o say t his , however , tha t I could 
my conversation with you would have to be in terms 
ot generalities t o some extent r a ther than policy; 
r a t her trom the standooint ot Whe ther day a fter 
t omorro>t we •re going t o 

Well , I understand and ••• ••. 

I f vou understand that Why that would be fine . 

Well , I ' m very -- it' ll have to be gener alities for 
me t o understand. 

Y~e , t hat's right. I - -because I wouldn 't-- I ' m 
t aM111sr with t he general trend or th ings end that 
sort of t h ing but • . .••• 

But I want to look you in t i'e eye and eee how much 
i nteres t ed you ere in t b1s. 

(Laughs) \.,ell , all right. I w1Bh I could - - I w1Bh 
- - I tell vou trankly t hat t he r e aren't words 1n the 
English language to express how I teel about i t. 

Well now, bow soon and how early could you cooe down? 
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Well now, let me see now. Would Thureda~ morning do' 

Thursday morning would do. 

Now, you 're awfully tied up -- do you wnat to make 
a da t e with me -- say-- say in the -- two o ' clock? 
tlell list en , ~lr. Secretary, you•re a lot "ore busy 
than ! am. 

Well, we 're on standard time. 

Well, Whenever you say now. 

WelL .••. . 

You Juet set the time. 

~lell, are you coming by 

I 'll come down by plane . 

By plane? tlell. ..• •. 

do you cone down by train? 

Don't put it t o my convenience, l·!r. Secret ary, tor 
God ' s sake. It ' s too import ant. Put it to your - -

your ...... 

Ye o. \fell, I think you ' ll t1nd thllt you can ge t a 
plane and get here at ele ven. 

Get there et eleven . 

At eleven o 'clock? 

that's Washington citY ti:oe' 

Yee. 
I ' l l be there, and I ' ll be at your office at 11 :15. 

You could -- no, I mean -- no , you can get a plane 
that will get you to my office by eleven. 

Oh , it 'gets to your office by eleven. All right then. 

Just a minute - - wait a minute , I can ask. 

(Brief pause.) 
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They aa :y if :you leave on a plane thll t leaves at 

l Gi 

t en o'clock New York City time -- you see that gets 
:you here a l ittle aft er ten o 'olook standard tine. 

'lbat ' s right. 

Woul d t ll-1\t - - and t ha t would ge t vou her e to my 
of fice by eleven. 

And I have an appointnent with you then , at eleven 
o ' clock on Thursday ~rning, day after tooorrov. 

Ri crht . 

0 . K. 

ow, Mr. Sloan •••• . . 

Yea • 

••••• ae a matter of fact, Mr. Purvis is in the r oom 
here with me now and I want t o talk t o you about the 
possibili t y or vour Canadian corporation doing some­
thing for the Allies on a -- on a Bristol engine up 
there. 

We \1, I ' m -- did Mr. Purvis tell you that he 's had 
a conference With ae on itt 

Yea , but he 's asking ue here how the Oovernaent would 
reel about-- and t h e queetion or machinery ••••• 

Well, I made it olear t o him that-- that there's a 
question arises there, Mr. Seoret~ry, that I wish 
you would discuss wi th Mr. Purvis While he 'e there , 
if I may make auoh a suggestion . 

Oo ahead. 

Pardon met 

Plea se do. 
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And that is this . That I t h i nk that from the stand­
point of the time element there's a tremendous gain 
that could be made if that development oould take 
plaoe in the Uni ted States. 

~Tell , that - - I 'd like t o talk the whole thing, and 
I don't know -- your l-!r. Evans sent me a message 
abou t additional plant oanaoity at Indianapolis, and 
so forth and eo on and I don' t know Just what he had 
in mi nd. 

Well, I wouldn 't -- this would be-- this project is 
eo momentous it would be an entirely separate thing. 

Yea. 

I t l:ink we 1 <l. better -- I think 1t 1 a · awfull-y important; 
I think we should s1t down and t alk 1t through. 

I ' d l i ke t o because . • ... 

And-- all right. Now, another thing, Hr. Secretary, 
I ' m-- t his th ing -- I have been d1souos1n~ this 
thinp, with my governin~ ~oup here this af t ernoon 
and I th ink probably by Thursday I oen tell you 
pr et ty gener ally wha t our ~ tt1tude 1a toward it. 

\·lell , tha t will be very hell)f ul. 

But I wan t to e:rmhasize the f act, "r. Secretary , that 
I -- •·e wouldn't" t ouch t his under any consideration 
unless i t was from the pure standpoint or patrlotien. 

I understand. 

There isn ' t any amoun t of money that would -- with 
the th i ngs that >re have to contend wi th and all , 
there 's-- any amount of money that would Justify 
us doing it excep t pure patrio t isM. 

Now, which t hing are you talking about' 

'olha t did you say'l 

Whiah one are you talki ng about . 

I •., talking about the-- I'm talking l'bout the new 
nrojeot. 
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Oh , the new nr ojeet . Well , I -- I' ~ ~lad t o know 
th~t Md. o o •• 

170 

And t he r e• e nothing -- 1n other words , - -hones t ly, 
llr. SecretAry, if the Britieh Government would pay 
me t ens o f m1111ona ot dolla rs I wouldn ' t throw 
th~ t responsi bilit y on my organ iza tion and I wouldn ' t 
take the headaches ann t he -- and the 
di ft1oult1es t hat m1pht come ou t of 1t. Just pure 
~atr1ot1am and I ' m corninR down t o d1ecuee 1t with you. 

And f eel tree to brin~ anybody with you that you want. 

All ri '3flt . Tha!lk vou, ~·r. Seoret11r:v . Eleven o'clock 
'='hureday . 

That ' s eastern ..•.• 

o. !( . 

AU r1r>;ht . 
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Hello . 

May 21, 19~ 
11:45 a.l'l. 

The British Ambassador 18 With Mr. l'lelles . \•lould 
you like to wait or ••••.• 

No , he could Just as well listen. 

All right. 

'l'bere •a nothing but what he oan hear. 

I ' ll have hlo 1n Just a second. 

(Brief pause) 

Hello. 

Y.r. 1/elles. 

Hello . 

Good morning, Henry. 

171 

Good morning, Sumner. Y.r. Purvis ia sitting here with 
me •••••• 

Yes • 

•.•••• and they're nov ready t o move on a powder 
factory, and it seeos tha t the nrocedure heretofore 
has been tor Dupont t o go t o your Yr. Green. 

J.ee . 

And t h e:v' re sendl ng down Mr. Yancey - - Y-a-n-c-e-y 
to see 1-lr. Green. It eee.,e tha t -- that's the way 
t hey' ve always done it. 

!!r. Yancey trom Dupont? 

Yea . 
tell 
1t. 

Now, when he comes 1n tomorrow, it you could 
them to refer them over to me, I ' d a ppreciate 
I think I can accelerate it. 

He's to be referred to you' 
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yea. 

All right. 

And I'll t r y to accel era t e it, but I 've been on this 
nowder thing now for eeveral months. 

Yr a, Henry, I'll be ver y glad t o aee that that ' s done. 

Than~ ~ou eo much. 

~ot a bit. Ooodb~e . 

• 
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SUBJECT I 

WAR DEPARTMENT 

OFFICE at' THE OiiEF at' TH1: Alft COfii'S 

WASHINGTON 

lfq 2l, 1940. 

1'b..,. - tllr .. Mthocla of "P"...,III tu aircraft c&f,Aa 
!acilitl.aa tor tba prodllotl.oa of .uit&r7 81111••• 

~
l~ Ocwa~ IDCI opare.tecl factoriaa 
2 Pd.TIIk)T ..... IDCI opall'8iecl faotoriaa 
3 Ootw t a 1*1 8114 pd"ftklT oparGecl taotci•• 

\lo!~t-oeecl 8114 01!!1"&\!4 t!t!oriet 

Ad!'!!!ty!!t (l) 1'baoraUoalJ,f it it a .,au ot protaoUDC tba 

101'•~ n- profi tHrilll• 

(2) It prod.dat tor a potetJ.&l copacit;r tor tlla 
repab Uld aizll;-• of .,:!A• izl m.-1 tt.t. 

l!!.u4!s\Y!t• (l) It placet tlla fiPT'aatrmiCtt izl c11...n ....,.Ut.l.OD 
'lll.tll print. i.Ddutr:r. 

(2) It would raq111ra ,.,.. t -•- t, 
tAcbaic&l panoiiMl, Uld -.t&etar1Dr paraoiiD&l, '!bicll 
would lltn t.o ba diTartecl n- Jll'•d IIUituT athhl' tt. 

(3) It woul4 Nqll1.ra tM •J t&tioa ot tba 

Anr Uld lat;r taollll1c&l foro• bir -dMrilll -c-t 
..S taclm1c&l tt&ttt froa tu &01111 a1rcratt 1Ddll!tr;r. 
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1'0 1 ftle 8CDOrable 81111'7 IIDractAaa 
~10\1 Airorelt 11111• Fac1llt.1oo 
.., 20, 191,1) · 

(2) It ..,uld prorlde tor e>aaUzaeol pl'Odlaat.iOD Oil a .t.r:l.otq 
eoorpetit1-.. buia, reprdl•• of whether •thor:l.t7 1a gnated 
to •a1To adnrt1einr or DOt, 

J!l•!!ln!!Y" (l) It .,uld n..Ut ill tho ~ «q>"rwl.., of 
tho airorelt 1D:IIl.t.rJ IDd tt. ooDOctretion of tllo oDUre 
potetiel pl'OC!IlC>t1on capocit7 ill a f • -'Rtactw'en. 

(2) Strete,io locatiODO -u bo larpl.J ..,.,.a.d 
bJ tbo loe>at101l ot tbe pnaeat. -.Jor .ncl• -utootolren. 

Got-t c a.d oed pr:l.'ftt!l.T operated f!Ctorio• 

~-· (l) 1 cll.roct and rlpid •oea of prorlcii.JII reqa1rod 
.;p;,idoa. 

(2) It •' hdnat.oa tho objoctiono to .. .,..,. ~ 
end e>porat.ocl p~. 

(3) It prorl.d.oa plant CIP&al.tJ alll.tlble tor ropoir 
end lllaintiiWloo parpe>ooa ill peace tiM 1 th-bJ lllaiDtaiDiJII 
atancl-bJ proda.ct1.,. o.opaal.t7 uaillbl• for •or,...,7 at all 
t1Ma. 

(4) It cloaa DOt pleco tho ,..,..,..at ill di rect .....,.U­
tiOD w:l.th pr:I.Tat.a ~rJ• 

U) It prorl._ for tho .t.ratacic locat.iOD of &ddN 
aircreft. •&L• taal.l1t1•, both boa a 111l1tarJ IDd iD:IIlatr:l.el 
poiat of 1'1• · 

ll1~anty!!1 (l) 1ho dolq8 1Dcldoat to tile oo•tnactiOD ot 
euitahlo pl.IDta to boot aeet tile noodo of t t. iDdirl.da.el ­
fae>turoro for tho 1Dcreaaocl proda.ctiOD of pi'O'I'm t.Jpoa of 

lll&iD••· 
l!!nye>t Contnct• 1 ~ ooatract baaocl IIPOil tho pr:I.Dciple• 

aat tortlo 1D t ho attachocl draft ..,uld ~.,. tho cll.aadn.atacu 
1DC>idet. to tho aouz.-nt• • lllldeart.alciDI tho cll.roct oapomo10D 
of tho ~e>tioD of IO'fO.,..s--nocl plant. .. 

ID IN!d.daration of all tho t onao1J111 it 1a roo_.,....., 

(l) 'ftlat ploD 3 tor .,...........,t-oceot and pr:l.'fttolJ oporatocl pl!Dtl 
bo ldopt.eol tor ..,...UJII tbo pre•• procmctioo faal.l1t1•• t or 11111tarJ ....,._, 

-2-
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~· !II• HoDOrabJ.- Btm'J Jlllraw'b= 
SII>Jt<tl .U.rcratt. ~ hd.lit.iN 
.... 21, 19<10· 

(2) !bat tbe ooa.traoti• of - plaata ..S tbe 1Diotellaticm of 
-t&17 aqul.~t be Ullertakc b7 '"'l-Ilt. ocllt.recte wl.tb1 

Pratt 8114 llbitDeT Aircraft Dbh10D 
of Ull1 ted. Aircraft Corpor.Uoo 

'lriajlt .l......,....tical Corporat.ioll 
All1- J!:asin....S.Z., ec..-!V 1 

D1n.ioo of o-ral llotora Corporatioo 
~ D1n.iOD of .l't'111t1• 

llaD'<lt&ctur1Dc Corporat.ioo 
Coots....t.al llotora Corporat.ioo 

tor iaerau1a, tbe1r praact capacl.t7 for Ollji1>11a ...,. 1A pro<ID.ction. 

()) !bat the t1nt i.Dc~t of i.Dc ..... eci pro&cti.OD ..-p&c1t7 
oboald proride tor tbe follc.! 1111 

Pratt&< llb1tna7- .lppro:aiatel7 300,000 aq. tt., tq!dnl.eat 
to JI)O 1.000 HP tqinea per -tb 

!frl.sllt .leroMUt1cal- Jwroxt.At&lT @,000 •<~• tt., equinlct 
to /1)0 1.000 bp tqinaa per .oatb 

.lll1ecn Ene1D•r1DJ - Appro:dllat&lT @,000 aq. tt., equinl .. t 
to JI)O 1.000 hp Olljinae per ..,Dt.b 

X.,COIIl.Dg D1'fi ai.oll - .lpproxiJutel7 2001000 &(1. tt., eqlliTal.ct 
to JI)O 500 bp 1011De• per _,tb 

Coat1DIIntal 11Dtora - Appro:d.Aat.&lT 200,000 aq. tt., tqlllTal.ct 
to 4/XJ 1.000 bp CJI.DII& per -tb. 

(4) !!lat. the attached tom of M " 'J-Dt ocnt.ract. t.. ocnaiderad 
aa • baal.a for .,.,..u.uona wl.tb the foreF1DJ OCBP"D1 ... 

D> accordance wl.tb 70V 1Dat.....,t.10M, thia att.er wa cl1aCUHOd wl.tb 
¥&111 no ... 

1 
..,0 CCilClU'a 1D the pr111c1ple and tbe M&D& ..m>cateci for t.be 

la!ediato upt.Mlcn of the aircraft ensl.DII 1Ddll&t%7o 

G 0 . H. IR!Tf, 
Bri•.dJe f Gta• r•l. Ah CorP" 
Q.l• t. W...• .. i• l l)hh5o• 
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l, Tberl &H un:raJ. t ....... Of CODtraote tb&t CUI be lltllized, where­

Wider the ClonrDIHDt ~ coaatrllct airplane and engine plante and 

IIO.ke euch eetabllabllante a'l'1lil.able to eeleoted airplane &Dd engine 

IIIUII!.faoturaro to operate for the beo&tit of the G<rron>ll8nt under a 

-a-t contract. 

2 . Precedent tor .....,,_,t cODtrecta are ccmtaiMd 1.u the foll.oe1Dc• 

~· 'l&r-t.!M oontracte. 

~· r.4w:at.10Dal order contract& to wbich dO&MatiC coaciZ'DII and 

tor~ ClonrDMDt purcbuera are pert.l.ee. 

J , The adopted war-t ille contracts do not appear to be altogether ap­

plicable to the proposed praisee. However, they contai.u pro'riBi ono 

thet are applicable and ll8eful to tho purposes contuploted. 

4, The simplest and -t clean-cut wa:r to e:xpand t he engine t acU1t1ee 

1o to entar i.uto oontracte with the MDUtacturare concarned for 

enl&ra-t or tac111t1ea and the neceuar:r equi~t tl>arator, the 

G<rrornMDt to ass,... the actllal. coat ot lllCb coaatructicm, wbich 1o 

subetant1&ll:r 1.u accord with tho contract& now aotered i.uto betnen 

do,.llltic MD\lfacturera and tore1gn purcbaaaro . .1. ..,... coepllcated 

.. thod 1o tor tho Goftrwoent to Ulldertoka the actual conotruction 

and 1Ditallat1on as a separate undertaking, and tbereatt&r llllke the 

oaae a'l'1lil.abl.e to pr1nte i.Ddllatr7 under appropriate ~t ccm­

tracte . !hie •tbod would l oa• to the Oovernaent t he &dTilotage or 

baYin& the parant c~ Ulld.erlaD the -c-t of actual con­

atrncticD. 
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Present : 

l!r . Purvis 

~lay 21, 19~0 

9 :15 a . m. 

!!r. Bloch-Lnine 
Col . Jacquin 
!!r. Young 
!!rs. Klo t :t 
::r. Balllllltyne ( l.'\ter) 

~J! ,Jr: Sorry I ao late, but I went to have oy£elt 
1 ol:td over. 

l!r. Purvis : ~ot a bEtd idell.. Very sensible.. 

H~~ .Jr: Yes, once a week. 

!lr. Purvis: I think I shall institute the systeo. 

IUl ,Jr: It 1 s r ea lly ~<orth it. If I).Oythinu is wrong 
rou G•t 1t in the beginni ne . 

177 

I wMt to tell you someth i ng be:!'O"'e you start l n with 
'1e. I n order t o save title and save a day, I c8lled u!) 
.:r. Kennedy at a quarter oast six this nor n 1nt; and asked 
:;~·, 1t he 11nnted to go ll.Od see the A1r :tinistry becaus e 
1~ ! 11sited to see you I would loee s day . !!e s!lld he 
~nu:d see the Air l·!1n1stry at ?nee . I said 1n order to 
s:we time I wanted t o know 1t His !-!ajesty' s Governn~nt woulC. 
l l cenne t he Aoerican Government to manufacture t h e Rolls­
~yce engine. ThAn I had sooe other manur"cturer 1n ~in~ . 
: dl•l no t know whethe r t he engine was one we could use o r 
no: , but 1n order t o save time would they ge t a very capable 
~;rson and g ive him all the paJ)ers and plans to duollcate 
tcoe en~.ine ani! let h i m oome over? l"urthormore I thought , 
"s nn nco-in-the-hole tor the Br1t1sh Government to have 
th~se .,lnnQ 1n t his country, wao ~<orth soncthi ng . I don' t 
::nnt to bo gloomy, but 1f you had a complete set or pl ans 
lr. tho Uni ted States --he's go1 ng t o onll ne back t hi s 
•rternoon ns o:r Lond on time , but that does not 1n any way 
cnntllct ...•.. 
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l4r. Purvis: No, no. Anything that will save time. 

l~lfJ{ : That saves time and he can go right into 
the Alr n stry and he will have an answer tor me by this 
afternoon , because, well, our Army isn't helping me any. 
Have we heard where the Rolle-Royce i s? 

178 

l4r . Young: Yes, I got her on the troJ.n this morning, 
;;oi nt: by express to DE~Yton , and will be there tomorrow. 

;:u,Jr Just to show you, the Aroy was goi ng to send 
1t 'by a reight. 

llr . Young: They never even go t it out or !'e" York. 
~hty were on the dock. I got l(r . Hnrr1a out or bed. 

Hl! ,Jr: They went by express last nignt? 

Hr. Young : Early last night and they at•e on their 
11ay now and should be t here toni ght. 

HH~Jr: They wer e et1ll on the dooka. How long 
had they en there? 

Rr. Youns : I don 't know. They did not even know 
'men t hey came in. 

ID<,?r: They are going to have this deconst r etion 
:~ndny or ueaday and they will be there tomorrow. 

llr. Young: Late toni ght. 

Hr. Purv18: I think th i s E;i vea r:e a chsnce to tell 
you aonething, Which, if you are proceeding long that line, 
you should know. In t he first place, Mr. Feddon, has been 
over here . He ' a the senior t echrlcian or the Bristol, 
>1e have the Rolls-Royce and the Br 1Stol. He arrived on 
Saturday afternoon-- no , SundaY mor ning --and he 's sail­
ing this aft e rnoon, having been recalled by Beaverbrooks. 
The obj ect or his coming was t o come and talk with me in 
ror;nrd to the possibil1 ty or doing something in Canada with 
the Bristol engine, the point bei ng , and I take i t this 
free the North American setup might be a good idea, was 
that Bristol engi ne mi ght be made, new plant put down, 
deliveri es t o at srt at the end or September, 1941 , which 
ie the quickest it could be done 

. ~ 
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even under war cond1 tiona tha t obtai ned in Canada where 
you can force the i s sue. 

(Hr. Ballantyne C811le in at this point.) 

Mr. Purvis: That pl ant would be a V O'r'J big plant 
l! 1t ~<11 8 dOne. It >~auld be o r the order ot -- it t:ou l d 
be some 5 , 800 machine tools. It would need 10 ,000 workmen. 
!t would oean a very b i g t hing. It would put i nto llorth 
~~crica one more engine f actory . 

Ill! J r: Hay I se.y, t hat ' s all t o t he good. !!ay I 
Ju£t asitms question. I will ask it o f Colonel Jacquin. 
~~t ' s the d 1tterence between the Bristol engine an~ the 
?.olls- :loyc e? 

:lr. Purvis: One i s liqui d cooled ond the other is 
air cooled. 

J!l.! , Jr : 1·/hic.ll i s liqui d? 

llr . Purvis : The RollA-Ro yce nn~. the air cooled is 
t'le Br l.l' tol. 

H:~ .Jr: I e the Bris tol a radio eng ine? 

Hr. Purvis : Yes. This br ings me to Feddon . Feddon 

• "'O 
.!. I .;~ 

'·no>ts as much abrut as engines a A anybody in Greet Britain 
nnd had he not been recall ed my intention was to esk you to 
~··:e a t alk llith him. The need t or hie at home evidently 
!:.•a becooe very great in t he mi nds o~ ~!'c .\ir !!l:Uetry, but 
:Oe wan·;a one central point p.nd it has a benring on any sehe::~e 
you p u t do w n and t ha t is the ensine t hAt is :::ade in any 
new ' lan t should b e of greater po11er than they are t hinking 
ot. ::ex t year, At the time anything can come into produc­
:1on t hAt you ~y be making, would be a greAt mistAke i! 
you bullt on todny's car models because t hey will not be 
:he ?nos which are used later on t o fight a war. 

~: That 's right. And thio Afternoon and t omorrow 
! an nurrounding myself with five o r siX people wto are no t 
1n the Ar~y and Navy and no e ngi ne oomnon1es , who are the 
beet engineers in t he United States , l~aaaachusetts Insti­
tute o r Technology and California Av1at 1on School, and by 
to(!ny o r tomorrou I a:o go i ng t o have t1ve o r e1x. I don ' t 
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know where my list i a . Do you know Hunaakert These are 
the very tope and I am goi ng t o have t hem -- tor i nstance, 
vhen this Rolla-Royce eng i ne goee on the block I want 
them to go and see it. I want them to aee the engine. 
~heY talk eo much about Continental. I want them to see 
Lycoming and of course >re don't have a Diesel engi ne in 
thle country. 

!~ . Purvis: We don ' t feel it ia doi ng very well . 

Col. J acquin: It is not employed. 

llr. Purvi s: I t ia not bei ng used. 

Hl·!, Jr: You me an by the Gerl:lalla? 

Col. J acquin : llo , by t he Alllee. 

180 

H~Jr : But the Germane are using i t. I thought t he 
Dolnier • .••.• 

lU' . Purvi s : I know t here was tnl.k nbou t it, but I 
don ' t know ot any goi ng i nto use. 

HM,Jr: It you had the Bristol i n Canada nnd t he 
~olla-Royce here , let's say in Detroi t ••. ..• 

!~. Purvis: And the other 1n Windsor Just across 
!roo Detroit, I think it mJ. ght be a good idea. I vas eo 
i~preaaed by what Feddon had t o report in l i ght or the 
last ex?er1ence in eng1ne-mak1n& in England under war 
con~it1ons t hat I got him in the other day with Keller 
and Hutchlnoon at my house and t here 1e at lee-at one 
A::!er1can who understands hie language , who haen 't got a 
doubt in t he back or hie clnd. 

HM,Jr: You mean Keller? 

:!r. Purvis: Keller. 

Hl4
1
Jr: !fondert ul. 

l•r. Purvis : He ' s the man who has risen f r om the 
production shops end and I t hink the thins t hat impressed 
h1~ wna whn t __ vas speaking aa a can who waa only deei roue 
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thllt anything you do over here ahall not be wasted money 

end was ted e1'tort as 1 t oould easily be i t' small er engi nes 

vere cade. 

H~Jr: On the Conti nental, we are tallt1ng in t erms 

of 1500 epower. 

You aJUat think 
Mr. Purvi s : It'a low. 

in t erets of 18oo or 2000 horsepower. 

HM,Jr: On f l at engines' 

l~r. Purvis! Now you are getting a little beyond me. 

But Keller will have t hia subject down pat fo r you. 

181 

Col . Jacqui n: Lyoom1ng ie very small inside. Nucber 

of the e ngi ne means sUe ot' the cyl1nder . Lycoming is 

1~30 or socething like that. 

Mr. Purvi s : Cubic cent i met ers. 

Col . JacreJin: 1~30 t'or Lycomi ng. Allis on i a 1710. 

!{r. Purv1a: And you aJUst go to 2000 1! you are going 

to be suitable tor t he conditions t hat wi ll o b t a 1·n 

by the time t hese engl.nea can b e cade and I cannot be too 

1apreuive because Feddon has cocpletely convinced c e . 

HM,Jr: It 1 a too bad t hat Feddon didn 1 t meet any or 

our Arcy people . 

l~r. Purvis: It ' a a tragedy rrom his point o t' v iew. 

P.e said before he came froo England , •You cannot send me.• 

They are deairoua o f getting something started on this aide 

or t he wa ter. They send him oYer, and then theY r an into 

the very t lll.ng thay trarned him about. He has had no sleep 

and he told t be111 he must come back, but what I have done 

1a have him t eed all his i n1'orcation into Psrie and 

also into Sloan 1n oaae General l{ot ora were vill i ng to help 

us , which t hey were, only it asked by us and blessed by 

Yo-~r Oovemment to produce i n Canada the Br1&tol. It we 

could have t he Br1atol v!th a great organization like 

General l{ot ore baolt ot it •••. . • • 
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Hlt,Jr : Why don 't you use Ford in Cann<la? 

:.:r. Purvis : That's another one s t1ll . 

~~~ , Jr: The r eason I say Ford 1a beoaus e General 
"o~orn AS ndi gestion now. 

;.:r . Purvis: Yes, but don 't f orget there is sooething 
q"lte d if'"erent here 11hich is io!)ortant. The Bristol 
.Ul'])l•ne Co"J))lnY would undertake to provide a cocrolete 
: ecl'.n tcnl statr on this side, and they 110uld only. have to 
:-1c'· u., nroduc:ion en.:;lneers. It' a ouch r.:ore dlt~1cul t 
:o uct n oan who only has twelve houra t o Ford ' s ulace to 
: all: 11~ :!1 hl>:1 than it is to o:;et him t o Sloan . It is for-
; mll~e Fe• don co u 1 d t e e d Keller end Sloan his 
1n·o~J\tton . 

l!l-t ,Jr: I do n ' t know how l"ord reelc 11bout th i s war. 

:-!r. Purvis: That's another t h in.s. After All , one 
c~n ' t hnvo nny risks on tlu>t. As Feddon puts it, th is 
en ·1ne bull ding need s a fire-ent er becnuce 1t •a a d ifficult 
~,;OMO . 

H!!
1
Jr: That wns a good evening that Feddon had with 

KP\l~r. 

!~r. Purvis : 
c:·.ance 1s delayed I 
or nny·ro~y here . 

A good evenin6 and it Feddon by any 
would like t o sen~ h1o down tor you 

lr.: ,Jr: I want to see hi::~ . 

::r . Purvis: Then one other thin~ , in trot c ase could 
! ··her e ' s n polnt that Sloan mnde to us yeste~ay . He 
sntcl , ·~{orr1 r 

1 
we are not !)repPrcd t o cono1der mak1nb an 

e~fJrt a t this tine unless (1 ) the Brit i sh Govern:nen t asked 
•s t, tlo 1 t ...... . • 

Hll ,Jr: In Canada? 

;.:r. Pur vis : Yes, i n Canadn. Oftlcially. And "(2) 
thnt th~tates Govern~ent 1a wlll i nS to tell us that 
1t haa t he i r ao!)r oval , because we reAllY belteve end thAt 
:he CM Ad 1an GO vE-rnment does the all!'le thln t: becauoe we 
renlly bel i eve -- 1<e already have ,;ot t he CanAdian Govern­
~P~t n'Ooroval -- the British Governnent I t hink wlll 

• 82 
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probably be ver y prepar ed t o make t he requeat. • But 
betor e he went any tmrt her with h1s crowd, he wanted t o 
make quite sur e that t he re was no cutting aor oss your 
ool1oy. 

HM .J r : Well, bow soon does he want an answer' 

Mr. Purvi s: As t ar as be was concerned, they are 
~reaslng him or oour~e t o tel l us i n pri nci ple whether 
he vlll do it t oday or tol!lorrow and I told h1m I would 
see you today and he r eels t hat -- General l4ot ora, after 
ltll , l'~s had i ts d1f!erences, et cetera, with 'he Govem ­
: ent . He wants not to do anyt hing ' hat you woul d feel 
vas wrong. 

(At t hi a point Hl~,Jr sent r or Lieut. llcXay and 
t ol d h11:1 to call up Mr. Sl oan Rnd ask him 
if 1t would be conveni ent for h1m t o come 
down t o see HM,Jr tooorrow. He said he 
wanted t o talk to h1m about Alli son and t he 
poseib111ty or his bu1l d1ng t he Bri stol 
Airplane Engine in Canada. I f t en o ' clock 
i sn 't convenient when would be. ) 

l~r. Purvto : Suppor t r or B\IOh t h i ngs, help with 
~chine t ools and mat eri als will be very i mport ant. 

~r. Blooh-La1ne : One t h i ng I d1d not tell you, i n 
th~ Sll:lle direction , is t hat an awfully bi g engi ne CQl<i ng 
factory i n France i s s tarting pr el i l:11nar y conver sat i ons 
vlth Studebaker and Studebaker seems rather anxious t o 
have a l i cense ro r t heir mo t or . 

Hl{.Jr: I d1d not know a bout it. To make liM' mot or? 

Hr . Bloch-Lp,lne : The Gnooe Rhone . That 18 one or 
the two bi g ones . 

Col. Jacquin: Th1a engine 
rund they negoti ate on t hi s basts : 
source or supnly was destro yed 1n 
:nent t o help. 

would be 1500 horsepower 
If , t or ex~~le, some 

France , get the Govern-

HM,Jr: I s t hat liqui d cool ed' 

Col .Jaoguin: That i s atr cooled, a double one . 

183 
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ffi{ Jr : \/ell, I don't know what the e1t\lnt1on is in 
s:udeb~ow. I don It know l'>.ov st:rong .•... .. 

l·!r. Bloc!\- La1ne : Better . 

! ~ . Young: I think t:hey are 1n pretty good snape -
ch·1t l s .;ood eng ineering staf f . 

Hl·: J r : I a1:1 not go1n~: to do anythi ng nbout St:udebaler 
or t he F•·£nch at t his t ! me . I wil l talk to Gene ral l~otors . 

llr . Purvis: I n o1•der t o make the Canpd1a n tl'.1ng 
:o1·e conc re te I 1 ve put into yov:r hands 1nfor -uat 1on 11hi ct, 
Ftud~n , a t h i gh pressure , has got:ten out with h 18 techn1-
cl· • , a ooopl e te l i s t o r machine tools, c nter1als , the 
.~n -power required, degree or stilled labor and t :;01es and 

everything here ror t he output of 300 o r thes e a month in 
C•nPdA or 2000 horsepower . These ere t h ings we would 1<2nt 
your help i n allowing us to get. Becauee n lot >'Ould come 
from the United States, it ~'Ould be a North Ameri can 
effort . But I think t hnt would be of rea~ value to you 
becnuac it ' s almost the specifications. 

PJI,Jr: I will look at it ert erwards. 

l:r . Pu:-vis: To aotte extent it ' s confidential . 
rec~uae 1t 0s a document o r the urgency o f the situation 
• nd c;enercl. needs, we are all concerned •.... 

!!:{ Jr: Have no t been any leaks yPt. 

!lr. Purvis: Correct. Shall \le leave engines nov? 

Hl~ .Jr : Sur ely. 

Hr. Purv i s : Or shall we t ouch f or one moment on 
f lv~ very special engines that Oclonel J~cqutn 1e anxious 

about . 

All ison has t a l l en do~ on conthly deliveries of 
s~::e en~'ines . By t he wa y , I talked t hi s v1th Sloan yea­
: cr •ay. I think you will t1nd h1m reeeonabl e, reassuring, 
~• f ar as the heed man can be . or course , then 
t her e are other s, but t here are nve en;;lnec t hat are 
ehort , two ror deli•tery May 15 th, one May 22nd, one !-laY 
24 t h , one Kay 31 , and t hose are of ·1~ry, very apec1al 
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urtiency and Colonel Jacquin will make the story. 

Col. Jacquin : ',ie knew the schedule of Allison 
englnne ~<ou.ld be a litt le l ate, eo we made arrangements 
to have the engine not to go to the Curtiss plant, to 
E" directly to New York, so we eave a little time , but 
ror t he nrst engine we >tould like 1'1vo fo r t eat pur poses. 

HM ,Jr: I can't do anyt h ing. 

Col. Jacquin: Then t here will be a delay or two 
:ljnt ha . 

HH,Jr : Here ' s the gr eat General l{otors l 1ihen we 
celled t.em down we wanted to helo them on tools. They 
did not need any help from this Admini stration and they 
di d not oome down. Everything was lovely. Pratt 'lhitney 
eeme down and 1iri ght came do>m and I saw them nt my house 

3undny night and they have sai d they never would have 
been where they are 1t i t had not been tor the help I 
have ~iven on the machi ne tool s . But Allison di d not want 
nny helo and I understand that altogether t hey have de­
l ivered six engines, tour t o Curt i ss and two to Lockheed, 
or vice versa. I' l l ask t hem t omorrow but the whole thing 
;;cts do•m to the great I-!r . Sloan. 

Hr. Purvis: \/hat you (Jacquin) were hopi ng to get 
w•s the r~lease or the fir st tive because it rnftkee a two­
nonths ' interval in the whole program because o! the tests 
: hr t h&ve t o be run of the f i rst rev. It actually sets 
back th~ lat er deliveries because no t eats h&ve been cade 
a~ t o the wny the engine fits i nto the olane. 

!'J! Jr: Let r.>e ask you. 
ror !iv~lanee tor France. 
delivered compl ete. 

Five Army engines needed 
These a1rplanf's must be 

(HJ,! ,Jrn.adi ng trom e. memo :) "Five engines needed 
in Butrnlo : two - May 15, l94o; one - l~y 22 , 191+0; 

- ono - l!oy 24, 19tio; one - May 31, 19110 ; n tot al or t1 ve. 
First tive Allied engines t o replace are avail able : 
o~c - June; rou r - July .• 

This makes a d ifference of how ~uoh? 

• os - v 
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Col. Jacquin: Two months. 

l~r . Purvis: Becaus e t hey are teat engines. 

HM .Jr : ~le have no engine in the Curtiss P-lio? 

Mr. Purvis: Those are cooing along. 

Col. Jacquin: I know th~t there are 45 engines. 

HM.Jr: We received one. One on t he rloor and one 
1n the a1r. 

18S 

Col. Jacquin : I know that a t that moment there wi l l about 
be 1;5. 

~!r. Purvis: You mean by the en<l ot May. Otherwise 
t hey are now coming t hrou gh. 

H!~ . Jr: You want five? 

Hr. Purvis: J us t tor tests . 

H!~ . Jr: Where do they go? 

Col. Jacquin: To Buffalo . lie have not exactly t he 
sane armaments. 

H!'. ,Jr: llhere do t h ey go? The Cur tin P-40? 

Col. Jacquin: !hat ' s right. 

!Crtflir : lfe can f ind out. I will try anything. 
rl.t;ht. is nUJ!Iber one queat1on . 

All 

Mr . Purvis: I ac afraid , t hia i s a l ong l i s t. I ~ 
sorry. 

IQ{ ,J r: That 's a l l right . 

l~.r. PurVis: It is very important si mply because they 
are t eat engines . 

On the next figures issued ••• .. •• 
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HM•Jr: Excuse me . You put on here this delay means 
two oontni"""delay to you? 

Col. Jacquin : Yes, because they have t o t eat, they 
hBve to be sure tliiit t he guns will tit a ll right. 

l~r . Purvis: It 'a a difference in a=ament, dif­
ference i n gun a, difference in weight. That lt1nd o t thing . 

!!¥. ,Jr: All r i@t. Nov vhtlt else? 

!!r . Purvis : The next big t hing t hat we want ia to 
know whether we can secu~e full s ervice priorities on the 
Plto to bs delivered in the next rev montha and eome o! the 
bo•1ber~, Dougl!IBB and Glenn Martin pnrticular l y. Is that 
r1~ht Col. Jacquin? 

Col . J acquin: Yes. 

l~r. Purvis: AbOut 250 bombers coming out . 

HH,Jr: Have you got a list? 

Hr . Purv18: Yes . Would it be b e st to deliver to 
the Secretary arter this meeting a l1et or t hat separately 
or ~~ve you something else? 

HM 1J r: From what you s ent mehere .•.•.. 

!lr . Purvis: lie can reduce it t o much better foro. 

m~ .Jr: Will you give it to me l ike t hat? 

Hr. Purvis: I will . Very shortly a ft er t h 1a oeet1ng. 

!~ . JUoah-Laine: May I try to bring you , in broken 
Engl i sh, a French telegram aaying an airplane car rier for 
the French Navy will be i n Halifax about May 27th. Can 
t ruce About SO pursuit olanea, or 4o pursuit pl a.nes and 
30 bombing planes v i th. the wings clipped ott. Gi ve pr i ority 
to f i ghting planes. Take all meas ures to send the planea 
and f orese e means o r putting them on the sh i ps . Second , 
re ferri ng previous to lo!onriet, please aek Hr . l~rgent~u if 
we oo\lld have ae much a s possi b le on 200 Curt1ee P )O •· 
balAnce or t he order o r t he AmericNI Army, also 4o Bell 
?}9 ' a; try to get maxim= DollSlaa A20, Glenn Hartin B26 
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And :lorth Amer i can B25, deliveries AuguBt, 194<> . 

Mr. Purvis : That we wil l give you i n memorandum 
rorm. 

H~,Jr: If you could do it on one nage. 

Hr. Purvis : I think it would b e better to divide 
lt into two nnges , one effectin& priorities in regard to 
deUverll'e to cooe in the future, the other affecting 
?osai ble obtaining of eooethlng out of stock. There are, 
~·you have pointed out to me, there are some P36 's which 
pi! require fo r training . 

RVbt§: On the P36'a I have a foroal oe~orandum 
rroc th ef or Starr that it's lopoaaible. No one could 
hAve b~en nicer or more considerate or given it more at­
tent i on, but it \s imoossi ble. Thie i s t he statement on 
the PJ6 . This mi ght as well go in my rne. It's out . 
It ' s lm>>o•~lble . Ti'.at i e !rom General l~arshall, Chief 
or Starr, and he gave it two days ' thoucht. 

:~r . Purvi s : There is one other oossibility which 
::l i E;ht not interfere with you; thl\t 18, 1114 Northrup A37-A 
'>lane e. 

HH,Jr: I s thAt Swedish? 

Col. Jacquin: ArQy. 

!!r. Purv1a : And they would be very useful 1! ve 
could get eooe of t hose. 

l!J.! ,Jr: Ir you give oe this th1 ng ..••... 

J.lr. Bloch-Lalne: In fact , ir I may eay eo, there 
are t >·o claeees or t hings that we a re coming t o ask you 
about and dlecuse with you. The things that are urgently 
needed an ' the other wil l come, if they oould be had, 
immediately, and 1t seeos the only source or supply in 
t hts country would be Army stock. Also on rearmament 
we hnve a l i st and are ready to submit it to you. 

Hl~ 1 Jr: For i mmediate . 

l~r . Bloch-Lalne: For i mmediate. Second, 1s 
~r1orit1ee on t hings t hat are ac tua'ly be1ng ORde or 

1.88 
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helpin~ us along to get aa quickly as poaaible ao=e or 
the t!lings that we have already ordered and where we 
rind so"e d1tt'1cult i es or sooe h it chea and t hat 'a the 
th\ng, the l i st , thnt o r course ve are ready to aubo1 t 
to you lf we are not i mposing on you. That mi ght be 
s tud 1 e d by the t eohnioans. I had a l ong list pre­
pnred tor bo t h the French and the British, but got an 
or de r or 1mned1a te urgency. 

HM,Jr: 'ihst you want in the next 30 days? 

:lr . 3loch-Lai ne : Yea, that' s right , auoh as geUing 
r1fl~s and things, it 1t ollll be done. 

HH
1
Jr: Give me the t hings you wo uld l i ke t o have 

between now and the first or July. 

:·!r. Purvis: Yea, I have them bu t they need t ypi ng. 

Hl·l ,Jr: l·!alte thpt one l i st. 

l·!r. Bl och-LRlne : You may say , ' !lo, oo r r y , • or 
'Y e s , perhap s•, Sut I t h i nk we can put 1 t befor e you. 

HH~J~ : I know, but I have t o have 1t 1n a for m 
I can " w1 th. 

l~. Purvis: Just oention1ng t o you 35 -- you 
reoeober the question o r possi ble c ivi l planes. There 
were 35 DC}'s on order. It t hey could get some or t ho s e 
t hat 11ere going to be del ive red in the next oonth on 
trnnoport lines. Is t ha t a poss ibility? 

I no1dent nlly , have 
HM , Jr~ That ' s a possibi l i ty. 

you go t t e l i s t and the names? 

Mr. Purvis: 11 ,000. 

m~.Jr: Have you go t the namee? 

Mr. Pur vis: Yea, they sent over the whole thing. 
Colonel J acqu i n, will you tell oe 1! trainers, we think 
there eight be use tor . Coobat planes he r eel s defi nitely 

not . 
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HI4 ,Jr: 
I just wnnted 
have it. 

I am not trying to sell it to anybody, but 
to be able to tell the President that you 

::r. Purvis: tie have it and Jacquin had it e.s oocn 
as ! go t it and ir there is anything you (Jacquin) are 
oi ng t o advine me? 

Col. Jacquin: Yes. 

l!ll Jr: '!'he P!lesident sai d somebody re~rked as to 
:he viadon and it was not up to us to decide. It vas up 
to the Allies. But you've got it? 

Hr. Purvis: lie have it. Thank you very much. I 
h~ve it. As a matter or ract, an interesting way yesterday. 
s lr. e l to n had sent down l~r. Keenl~ at ~!ao!Cende King 's 
requtet t o try to ge t some trainers. 

HM,lr: 300, and they go directl y t o the President 
on t hat don't know whether MacKenzie Kin~ phoned the 
President . 

Keenleys ide (?) 
Mr. Purvis: He sent down/ and I sa1d 1f I 

can helo you at any time, here I am. I enid , •colonel 
J~cqu1n hns arranged ror t hat l i s t t o be gone over and 
t here ~Y be trainers in that.• 

Jf:! ,Jr: Let ~e know it you nPed any help. 

:.fr. Purvis : 
other trifles t hAt 
S"lAll ar os. 

Now t hen, it ve may &O to some or the 
are put dovn here . Subject or guns, 

H!LJr: HAve you signed with pratt llhitney? 

l·lr. Purvis: I meant to any t h/!. t. './e agreed to 
11c;n lAnt Uonday. They went away t o make the contract. 
I meM J~o nday n week. On Friday night things broke dovn 
n-a1n -number or their olanes had gone down, numbe r or 
engtnes gone down, p rice had gone up rrom $!, 100,000 
to $10,500,000 tor capital assistance and the options 
thnt we would enjoy rrom that capaci ty which we had 
financed would go down rrom 4oo,OOO units or horsepower 
to 200,000 units. 

'QQ .:. .... 
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::r. 1Jloch-LAine: 150 , 000. 

l·lr . Purvis : That 1 s including epareo. So I EOt 
~ :~ld o: GOrdo"iiltP.ntechler i l'l::>odietely. He cNte t o my 
,~nee til~ rtrat thi ng yesterdAy morning nnd I simply 
'~~d hi m those three t hi nGs s i nce I h~d come into 1t 
"t•h him pn th~ ones who wo:.ald steer lt . HP e~ld, 0 thP1r 
<'-·:: . • I op l d , "I ••ant 1 t clear ly unde r st,od :·e en1e 

··e ~ald a t ._;n . I brou.:;ht ny !)eople t o j''lUr t cr:-:s, which 
.. ~· '1r'i ~t1. t, bu t I br.,u.;ht t he"! on !:on~n)' -,! l~rt ~<ee~ . 
.. -e J·tot pr en,.red t a s i t and s1£;n on the te:'-s ve then 
· ': o u~t:~ we:'e ~t1 s e . • HP said 1 t 1 s ' I ;'I t o .,~ . He vl'nt c·tt 
, . : " o'fict' . He nhonod "eel: allout th:'N' hou:'s 1 l ater 
.... "'t ·m~'"ort·Jntltely ::11so:1 WI'S t'!own hore ""A hP el\1~, "':!:e 
-:,·Jt- ·:nnon · ets baclt !'ro::~ ::nsh1n;;t on I "Nil'!.y t h ink I 
'"" ~-1n · the~ hnck ta the l i ne you tnlk<'d nbout.• So 
:his ~ftprnoon thP.y a:'e me et1nb in t he hort' they cnn r1: r. 
· •:e Mnt"~"t . llut 1·1e have not chnnt;~d 1\ 'lit . 

::,. . :'loch Lnlne : The deley 1 e Mt of our doings . 

P.ll ,Jr : L~t me know ~:hen it l A s1C'lled , bec"u•e! 
· ,~ 1 t want to tplk to them about additional business unt il 
:·:,.l ~ rP throu;:..'-1 . 

:~ . Purvis: t under 3tPnC th~t . 

H:: .J!"': I nc! dc:'lta! l y , the 'tal ! pu: across S:~nd.e.:r 
::!. ;-: u:-s -- oont.r a.ct o 1.;ht be draun :odttJ or y~s~erCa.:; 

; ·· l'ra:t :lh1 ~ne:; and ;:r1ght 'tl\Ve p,;r eed to c:~ 'fe :te 
:1c< ~-~0 ,n any ent;ines t<e need. 7he)' Ar.;aed nbout ~ t and 
...... t..... !":>r n~ut a week f'nc! 1n the r:~"'n~ .t.-:E' the c~:'ltr"\c~ 
··1: · 'he G1--nc-d, but I '1 1 uant t!ie cor.trf'ct 1r: oy pocket . 

::r. Purvi s : 
·r .. t:.e Rolle rioyce 

!r ::e can .;et the !!ristol • 1n :ar.nda 
1n the United Stptea ....... 

~;:: Jr : Planning to l i cense t o o ther mnnufactu r ers ·" ~·,c 4oo - 6oo ror tra.1r.e rs, t o br i nt. in other rlp.n·~rnc­
~·tnrs . '!'hnt 1 s the class ue are t_;o 1n~ to l l oenae . liot 
t! e bi w one s . Let Pratt l1h1tney and ·.rrl t,;ht concentrate 
· .. :re ty:les . 

::r . l'urvls: Good. 
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Hli,Jr: Let them continue m!Uiut'aoturtng the small 
bus1r.esa until the other gets into production and t hen 
t ake all the small business away t'rom them. 

Mr . Purvis: That · might accelerate del1ve~1ee ot' 
combat engines later on. 

RM Jr: Oh, yea. As so-:ln as the other ,rt'el l ow gets 
1nt o production we v1ll try to t ake all the 400 - 6oo aVI!.y 
rr om t hem !Uid let them concentrate on th e big ones . Does 
1 ~ sound sensible? 

Col. Jacquin: That's very nioe. 

!~ . Purv1e: Have you the original copy o t' that l i st 
t ha t vc s made because I think the or1g1nal should be 1n the 
Secretary's hands . 

HM
1
J r : Gi ve me t'1t'teen or twenty minutes and you 

&entl eoen go down to Young 's ot't'1oe. 

00 0 00 0 00 
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IJ!DIX 

or 

'n"'•rr of lew Aero Jnrin• Faeto·u 

1. General 811111111ary or Factory Size - Cost and J!uaber ot 

Bllployeea. 

2. Schedule or St~r and l!llployeea. 

3. General s-ry or J(ater1ala. 

4. Schedule or Jlater1al Requirements. 

5. Schedule or Special Jlachine Toola. 
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tl 

i 94 

Bequir•••nt• tor a Production laotor·y tg pro4uc• 

tbr•• bundrtd 2000 BP !Pg'P'' ptr p=Q. 

1, Factory - Plant 4 Building• (lesa land) 
~.5'oo,ooo 
32,000,000 dollars 

2 , Factor y Area 

) , Site 

4, Klectrici ty 

5. Gu 

6, Water 

7, llacbine Toole 

1 ,000,000 aq, tt, 

70 acres 

?50,000 units per week. 

4,000,000 cubic teet per Yeek 

1, 5'oo,ooo Iaperial sallone per week 

8, lachine Toole (special purpoae) 

2,000 general 

400 

830 

8,320 
9. ottice Stat! 

10, Plant llllployeu 
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2. 

8qhf4pl.e ot Start t Japlony 

1. Office S~f 830 

2. Machine Operators 3,300 

3. Machine Shop Fitters 700 

4. Jn&ine Fitters ~ Brectors 1,000 

5. ln&ine !eaters 150 

6. Process-Heat treat-Plate-Polish ?SO 

1. lAs pectora 1,000 

8. Stcrekeepers,Bleotrioi&DS,C&nteen Laborers 1,000 

9. 'f1DD1tu 
120 

10. !iMII:eepers - Process .t Proar .. • _m 

Total 9,1SO 
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QG•n1 8 " '"of lattrifla 
Ptr •nn-

J.llo)' Staal Stupille.l 

Licht-all o:r Stupillel 

II&CUti'llll Caat1n11 

11acuto• 

Cu bllrattora 

n actric s tarter• 

Patrol ~· 

Bpukina Pl UII 

Contr ollabl e Pitch .Uracr ... 

6 '400 tCIII8 

$' 000 tCIII8 

$00 tona 

7,200 

3,600 

3,600 

3,600 

108,000 

3,600 

l o al~ca tor axtru or apar•• an t 1n1aha4 e~oumtl 

tacapt aparJt1n& pl:aC•· 
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2000 HP Bng1At 

1. ltttl Stalpin•• 

Rance~ ll'o. ot 
.. t 11. Stup:tnc stcs.per 

Dttcriptiop ot Part• Allli1· •tte~ 'P«1Rt 

C/8batt Pront s.u 100 1 
C/1batt B .. r s.u u. 1 •1r•orn &Mtt pZP. 3o6 200 1 

5'0 1 
t6 2 

100 2 

10 
to 
25' 

s .6 
8 .1.1 
8.14 

J111cell.anloua 8.16 1 175' 
8.2 to 

Stup:tncl 8.82 10 
8.90 

D'lD 2" 

Blcl 52 85 . 18 

8.6 
8.11 
8.14 
8.11 
8.2 

s-17 ot lt. 82 
8.90 

1'otal tillet Dm 2U »Dn ... 

ll'o. ot 
DiU. 

Patterns 

1 
1 
1 

1 
1 

1 
1 
1 

65' 

1 

,. 

Billet wt. 
pel' 300 JID& • 

tap• 

30 
30 
30 

20.25' 
10.5' 
6. 
6. 75' 
1.5' 

21. 

210 
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2000 R. P. Engine 

Steel Bars 

Range of Sizes, We i ght per Weight per 
Round &: Hex. Engine. Lbs 300 Engines 

Tons 

S.1 1/8" - 2t• 50 6 .75 

s .u 3/16• - 3" 325 45· 

s .14 3/8" - J!" 25 3 . 375 

s . 65 i" - 2- l/8" 85 12. 

s . 80 *" - 2t• 5 0 . 75 

s . 82 

~ 
1-3/4" CT li" 

2" CT 1-3/4" 100 13 . 5 

s . 9o l" - 2-3/4" 105 1.4. 25 

DTO 49 3/8" - 1-1/8" 20 3. 

DTO 306 3/8" - 2-3/8" 25 3. 375 

TOTAL 740 102. 
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t:esC'rlrt1on 
r.f Parts 

2QOO B. P . E!!&1no 

Alua1n1ua Stf•plnca 

Renge or 
Stat~p1n& 
Weight 

Lbs. 

Mo. or 
StaapLngo 

per 
En&ine 

19.•-40 • 99 

No. or 
Dirterent 
Patterns 

l1e1r;ht 
per 

300 
Eng 
Tons 

- - --·--+-·------+--- -f-----+----1---·-

DTD.?L6 

- tru-:c:· .,. 
Centre OTD. 21.6 

r n.kctst 
"'ur DTO . U.6 

79 

"'711r1'er . 62 

:f1u~ticn 
GH • Cll!!t DTD-410 

I :r llor DTD . /,10 

lli!'ctlltneous 

~ 
L. I.O 

DTD .297 

cr·-hodtr H.ud 
To;) L.~5 

Cyl1r"" tr Head 
(Sot tom) L. J5 

lLhCtlllnfOUI DTD.lJJ 

TOTAL CI.STIIICS 

TOTAL !W'R L.l 

TOTAL StAIIPINGS 
CASTINGS a, BI"S 

126 

228 

150 

10 

60 

50 

20 

0 - 5 

9 .75 

4-5 

0 - 20 

1 

1 

l 

18 

18 

1 

1 

50 

91 

18 

18 

15 

51 

1 

1 

1 

1 

1 

1 

1 

8 

15 

1 

1 

7 

9 

3/16• -
1-7/8° 

Round a, 
Bex. 

17.25 

J0 . 75 

20 .25 

24-
150. 

6.75 

J . J6 

1.5 

25) . 86 

2J. . 

11.25 

6 . 

41 .25 

1.89 

297-
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Description of 
Parts 

Volute Casing 

Cover 

Casing 

Cover 

TOTAL CASTINGS 

2000 H.P. Ens1ne 

IAAG!IESIUII CASTINGS 

Specn. Range of 
Casting 
We1.ght 

Lbs. 

DTD .l36 75 

DTD.l36 40 

DTD.l.36 90 

DTD.l.36 20 

DTD.l36 0 - 20 

BACE.47 

0 - 75 

No. or 
tings 
per 

Engine 

1 

1 

1 

1 

51 

55 

No . of 
Different 

Patterns 

1 

1 

1 

1 

26 

30 

200 

Weight 
per 300 
Engines 

Tons 

10.5 

5 ·4 

12.15 

2.85 

9 .0 

39.9 
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4. 5. '- ... 

12 I-!2 
i :' -
l-, a. ooo Ba ~ . IDsiDe 

Ja:2Jl&EI ~~~~ioss. §$1!~~1s 1 ~1':8 Alld 'l.'ubj!S 

No. or st •gs No. ot Weight 
Description Spec•n. Range ot or OUtings Ditter- per 300 

'" 
ot Parts st•g. wt. Per Engine. l t~~·t- ~-

llia'cell.aneous DTD 164 
Staapings DTDl97 

30 11 19.5 

BACE 22 

ijlli is cellaneous 
Castings B.8 20 3 2.25 1 

lliscellaneous Bars B. 6 3/32"- 8.25 
and Tubes DTD 78 4 l/2" 

t DTDl6o round 
DTD197 .t Hex. 
DTD 21>7 

Total Stampings 

Castings, Bars 
I and 'l.'ubes 30.0 

• 
I ' 

l> 
.. 

-
' ' 

• 
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Steel BUleb &: 
Bars (less Centri­
eas t sleeves) 

.Uuminiua Stamp­
ings & Castings . 

llagnesiua castings 

19 J-40 

2. 000 H. P. 'Prine. 

S'pmary ot Material Reguir!lants 

lbs. Engine 

3,600 480 (440) 

2, 350 315 (297) 

270 36 (40) 

Above figures are a check based on Hercules. Figures in 

brackets based on foregoing tables. 

Regraded Uclassified



B.A.C. I . 21 

1.&.~.1. ~~. 

D.t .. ~ .l . 2~. 

B1&1C1B1 62 

B. ,l.C 1E1 47 

a .A.~.I. ~·~ 

19 J-40 

P&rtieulars of lon=St•p4erd later1all 

B.JJ. D. Aft Bardenine Steel 105 !ons/a1 
ult1aate • . 3C; . 2211; . 43 Kn; . OlS . Ol2P; 
4.4U; 1.33 Cr. 

JJ1chel aanganese chrcae atael. 

Utainila AlloT Sillilar to Bll.59 

D. D. 324. 1.2$ 81 ll·&lloT. 

Kgnea1m !in lllo:r 
6~ 81 ; 3~ .u. Kapea1ta . 

' 

203 
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SCHEDULE OF 

SPECIAL MACHINE TOOLS 

Approximate Total No. of Machine Tools 

Of t hese 4QQ are special machines as follows:-

Genevoise Jig Borers 
Heal d Double and Single ended Bormatics 
Cinci.nstti llulti Spindle llydrotel 

n Auto llillers 
Profile llillers 
Externa l Centreleas Grinders 
Internal n n 

n Spherical n 
Honing llachines 
llulti Spindle Vertical Borers 
Singl e and llulti Drills and Tap llachines 
Kaxi-CUt Kulti Tool Lathes 
Horizontal Barrel Boring Machines 
Duplex Horizontal Boring Machines 

19.v.4Q 204 

2,400. 
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!'reeent: 

!!r . Purvis 
l!r . Ballantyne 
!!r. Young 
Mrs. Klot :t 

!·lay 21, 1911<> 

11:25 a.m. 

Mr . Purvis! tlow, t<e have the agenda. Part one, 
aircraft ana engines; parttwo, nroaoenta ; part t hree, 
gen~ral war supplies. 

HH,Jr: All ri ;;ht. Part numbe r one, aircraft and 
enl.ll nea. 

(At this point HH,Jr spoke to Mr. Sloan.) 

I!H ,Jr: He will be here at eleven. 

l!r . Purvis: I think you will tind him an extra­
ordinarily enthusiastic, interested uarty . 

HM Jr: l!e sai d on Bristol it will have to be ;>ure 
~atr1otis~ a nd his Government 1s going t o have t o tel l 
hi m t o do the things; otherwise he is not interested. 

!lr. Purvis: He vante our Government to invite 
t!'le:a Md know it has your approval. 

H!! Jr: l!e thought we ehould do it !>.e re instead of 
i n Cana~ 

!~r. Purvis: This 1s the ot her side. This is be­
tween $40,000,000 and $5Q,OOO,OOO t o make 200 horsepower 
eng1nes per month and I cabled , since you told me t~~· 
morning , and suggested the i mportance o r your hnvi ng 
any l icense thAt you get covering the large type o r engine. 
But it 1 e a bi g proposition 1! ws do it i n Canada. 

H!i Jr: You mean g1v1ng me a license on the biggest 
horeepo~ 
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Mr· Purvis: Exactly. I think that's important and 
that's iby I cabled, using Feddon 1 s impresaive thing on 
it. !he next thing was this ia between $40,000,000 and 
; 5Q,OOO,OOO. It it i a done in Canada we ~an probably get 
a Canndian order tor putti ng it up. Number two, ve don't 
have to pay tor delivery ot engines when the;y go out ot the 
country. Those may offse t any disadvantages aa there might 
be, it we ge t your real blessing on the thing, but it makes 
it more than ever important t o get the feeling the Oni ted 
States Government would take the broad view, t o have another 
engine plant in North Ameri ca would be a proteotion tor 
the Americas as a ~ole . 

~: Let me see it I under s tand this thing . Is 
this five engines in here? 

Mr. Purvis: That's in •c•. Jacquin baa now added 
s ix more. 

11M Jr : I a.11 havi ng General Marshall here t or lunch 
and I~ give him this stutt. Incidentall;y, he's a 
great soldi er and very sympathetic. 

Mr. Purvis: Is he? 

be. 
lDI1Jr: But cold-blooded, the way a sold ier should 

Mr. Purvis: Correct . 

HM,Jr: But intelligent and entirely sympatheti c. 

Mr. Purvis: Good . That ' s the type that should look 

at it. 

HM Jr: Just to dlgress a matter. While I vas shavi ng 
tli1s mo~ning I suddenly r emembered that there were some 
Rol ls-Royce engi nes over 1n this apeedboat which are air­
plane engines. I am finding out where they are and what 
the t es ta are so that I can turn that over to Mr . leller. 
There are three of them, but nobod;r seems t o even think 
about it, but th1 s beat we bougbt from t he £le ctri c 
Boat Company -- everybod;r has seen it. The other 
thing I am t r yi ng to t1nd out U your report on your 
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Sp1 tt1re the. t vent up to Canada. 

Mr. Purvis: I understand rive orti oers vent up 
last week to toiiow 1t . 

HM.Jr: I am asking tor a report. 

Mr . Purv1e: The wheels or the Ooela grind slowly. 
I am glad to know the Spi tt1 re got 1nto the air. 

HM,Jr: You don't say how many. 

Hr. Purvis: llo, because frankly my cable says 
anything you can g ive us ve will take. 

HH,Jr: Th1s 1s very good. I a thert~ more than one 
copy? 

Hr. Purvis: I have given an ext ra cop:y to Mr. Young. 

~: I want this so I can g ive m:y oop:y to General 
Hershalr -wnen I am at lunch. You (Young ) let me have th1s. 

Mr. Purvis: "e w111 have a further and better 
anal:ys1e. 

H:~ .Jr: I want to give h1m th1a at lunch. 

l!r. Purvis: Exactl;r. 

Hl!,Jr: Th1s is clear. 

Hr. Purvis: I think we have go t it now. 
or ract, in a wa:r this 1s the embod1oent ot the 
you have been receiving g1v1ng the statue as ot 
many, many proJects. 

As a catter 
lists wh1ch 
toda:r or 

m~ Jr: Perfectly clear. That will be in the hands 
or the~ or starr by one o'olook. I can 't go any raster 
thltn that. I am go1ng to ask h1m to bre!lk 1 t down. 

Hr. Purvis: It he could suggest a procedure, ve will 
or course hAve here anybody that would be ueetul to bring, 
because naturally they are very anxious on the other side. 
lf.onnet phoned me again. 
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HM,Jr : He move s ver y f ast. 

Mr. Purvls : Flne. 

Now t hen , may I a sk one or t wo separa ~ e matte r s . 
I n t i.! flret pl~tce, the o t her ' ay you wer o c.ood enou.:h to 
l n,u cace on t :.e expl osi ves matter t ha t H >:e knew and were 
repered t o s ay t t>.a t we wer e ~o1n:;: to pu t do•'ll the ne• 
l sr. t he r e -- an d I cay ~sy IV' EOt1a t 1ons are movlnf as 

ra~llly rs I con t et the~ to move -- that • e 
-.1;~ Can da . So •il!' t I erra nc.e l ···c , a• :lu_,o:tt sug(eSted , 
t!'l~ nex't .lay I a : .. _..an:.- ed for a Ca:.rJ1an cont:-a r t-:>r t o e.a!d:-f'S! 
E rec:. ~s t to .Jupont to chan e , t o rt'con&lder , tlle lr p::'evlous 
::'• fu•al to e lve 1nfor~at1on tha t we wanted . c~e he s t hen 
be n sen t tha t •a·; , s en t ln t!:~ r ::. r c of a l e t;; or t~ t he 
uoor: t ::o.ap~n:1 . ::ot\', : ur.der ij tan~ f r;):n the gen~ral =nant'cer 

of t he el<'' loel ve >n i of :lu ·or.t t .s. t h~ wi ll be 1n toueh, 
.no•· i nc: no o ther cha:1nel for hl:a , w1 t h t he State J epart­
-:~!?n t , V.r. Green , tomorro\\. 

H:-:,Jr: Oh, good . 

l,r. Purv1s : No·.:, I 've s t a t ed t he pr oper c!>.annel s . 
~e salJ , 01 0.~ , yes ! 'tie ha ve al way s Jone t lla t anu we .;lon ' t 
••ant t o orten:l anyoo.:!y . • a nd t he thing lS that I •,·,an t 
you t o wa1 t so t ha t ;.:r. 1·!or g.>nt hau :mows t h at tl'l1 s 1s what 
you are t:o1nt.. t o ..:!o . ·rne pro~am ln t he pa : t on an ex~los1ve 
•at t ! r they co t o the Sta t e :>epart o! .. t anj say , · '~111 you 
"'ce:- teln ~rom the Ar=>Y anl ;;avy wM t .e are allow?d t o C.o?" 
:nat na& be en t he lo~: es t abl1! heJ way o~ Join~ thin~s . Ar.G 

- - I I 1c .~~..1 1 atelJ ~as.~ t !-..e rea tlo n ;..'ls t 
1
vou t.3J anli ::s.1.:! , •Jont 

.!o 1<; until .. ednesJaJ . • Tha: ' s the etter t ··.e cor:t re -:to r 
aJ~r~~~~J to the ~u~ont Co~par~ t 1v1n( spe ~1f1~ 1~for~t1~n 
w~..:.ch Yancey w:.nted __ spec1f1e author l t;r to r e lea• e t o thP" 
to.llorro"'. 

~Youn~ I thin~ J oe Gr e ~n 1s out o f t own 

:-!r. Purvts: I thou._h t 1f you had any ad vance lnfo r­
ma:lon on exnctly wha t had been 1\!'te,\ , p• r hape we eou l J 
stt! r 1t . 

.. :.: ,Jr: Who fl nde t h l s ? Yo11 do? 
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Mr. Purv18: No, it 1s round by tho man in Canada. 

HI~ .Jr: But Yancey is going t o soo Joe Green? 

Hr. Purvis: I think he 
Md says, •can you s teer this?• 
le tter. 

Hl!.Jr: Got :well oore? 

rinse him on the telephone 
He may address a romal 

l(r . Purvis: Not a g reat deal. 

The next thing is 1n putting down this raotory. 

Hl{·tr: Excuse ne. Our otook exchange is only orr 
seven p a today. 

I've deci ded not to listen to the radio any more. 
I hlwe stopped listening. 

Mr . R1rvis: I t is harrowing . 

(At tllis point HM,Jr spoke t o Sumner \1elles .) 

Hll.Jr: It's done. Now when Yancey comes, you let 
:ae l:now. 

l~. Purvis: That's exactly what I felt like. It 
I could steer it that way we would keep i t in channels. 

In putting up a nev plant it hae been suggested 
by Dupont that we set up a compan)' that would have to 
have, or course, British and French cone)'. Now, I have, 
t herefore, put out a menorandum or what we propose to do 
wi th the request, because we thought it a roreign govern­
ment -- owning stock in a company which wae making military 
supplies-- it's a new question and we have t o get your 
sign or approval. 

Hl~ .Jr: (To Young ) Let Sullivan read thl\t and when 
Yancey comes over I will have Sullivan see him. It 
Sullivan has any doubts , let A.A. Berlo see it t oo . 

Mr. Purvis: The next is one I would l ikeyour advice. 
!he aituaiion ie this. We era expecting to put down a 
Plant at llecplll.e, Tennessee, .mlcb aooce to be &be e1te' 
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~1ch everybody, i ncluding perhaps the Armr, would like to 
see used. Now t hen, the difficulty arises in thie. To 
put it at Memphis, Tennessee, means Dupont, who has tho 
a1te, which i s good from our viewpoint, becau•e they know 

mos t about nitrocellulose powder, but they also want some 
nitrocellulose tor the French -- that ia gun cotton from 
which nitrocellulose powder i & made -- before the end or 
the year. The only way to get t hat would be to uae some 
other contractor, such as Hercules , who can, by accident 
ot e1rcumstenesa, deliver 2000 tons or nitrocellulose be­
rare the end ot the year. That means ma.king a aort or 
hybrid ani mal, 12, 000 tons or nitrocellulose made et Hercu­

les, 12,000 powder made at Hemphl&, and the balance atade by 
ilupont at Hemphis . It makes a hybrid animal which could 
be much 1mporved if we could have lt centrally t or the 
..-hole thing . Could that be? We have to f ind 2000 tone 
ot nitrocellulose gun cotton tor the French. We are 
exploring every way ••e can. We know one way whl ch would 
be very helpful. Apparently 125 tons a month are goi ng 
to the Army at the present time from Hercules. It that 
could be released, we ..-ould then have a better ki nd or 
plant trom the u. s. Army vie~< and eo a gain a picture on it. 

HM,Jr: Yes. This thing 1S a epod report. 

~· Purvis: Now, you want this in a memorandum? 

H>: Jr: .\nd befor e Yancey comes i n you had better 
( 1ve me~ whole p icture. You want so much f r om Hercules, 

so much from Dupont , so much from the Araty. 

Mr . Purvis: May I explain another iteat? Dupont 
·~·s t here ia another way in Wlleh they could get over 
the d1tt1culty . I believe a a a result or the Army and 
Dupont Company working toge ther eome two years ago they 
go t a l ot ot po~~er equ1~ment . That ?owder equipatent , 
~"h1ch 1& t he bottlenecll: i n atak1n~; this thing .. ...• 

HM,Jr: Who owns i t? 

l'.r. Purvis: The United State• Government. It 

can 't be turned back to the Company? 

HM,Jr: No. The Araty wo n 't do i t. Absolutely 

adiUDant. 
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Ur . Purvis: Even if it hurts themt 

HM Jr: Yell, put it in the picture. 

Hr. Purvis: I knew you would say no, but I will put 
lt ln tho picture . 

The next iten , and a very i moortant one .•.•.. 

!!!: ,Jr: How oany more hAve you got 1 

Hr. Purvis : There are sheaves of others. Cables a re 
a t•r1vin[; faster t han I can read them. 'l'he other is the Colt? 

ffi, ,Jr: '!'hat's the last one before lunch. 

!:r. Purvis: !f I al. ght ooce again •....• 

I!!( Jr: Is it something you vent oe to take '.IP with 
the Chi~ Staff andhava you got it o n a pleoe or paper? 

Hr. Purvis: llot in t his ror rn. I n a nutshell, weware 
about to s i gn a contract ~~th Col~, no capital expansion 
involved, but a t that poi nt the Army co me s in. Tbe7 ~ow want 
;2, 500,000 froc ua and we are nc:t placing one co r e sw- 'thaD 
we have already cede a deal with. Kay , ! give it to you 
f or nally? !lay I have your a ssi stance again? 

HM,Jr: As I understand it those are guns that .. ... . 

Hr. Purvis: Those are aircra ft and we hed arranged 
our pro.;ru so we would have no capital building at all. 
~e intentio n or t he United States Governmen t was to super-
1cpoae on what we had done r a ther than come in and cut in 
underneath. 

m~Jr : That's right . 
r est or t e day? 

l'lhat are your p lAns for t he 

Hr. Purvis: I shall be around in es se there is sooe­
t h i ng 1110re you wanted. I shall p robably stay downtown o r 
tocorrow. 

H!l Jr: If I want to see you , it will be sometime 

a fter ) : :¢. 
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!Uo. Pu rvis : Good. Thank you v ery much. I am ever 
so ~uoh obli ged. 

00 0 00 0 00 0 00 

. . -
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Tbl rr~sent production of tho AmDrican po~der and 

nitro-cellulose indus try c a.nnot meet the needs of the 

Dl·1t.1sh &nd French Governments . These Gove rnments must 

t.hor fol'u provide facilities to the 1nduotry in the United 

~t..1 tc.~ for the expansion of i ts production. 

H0\'40V r , the P.m£-ricc..n coJDpani es to ,.h1ch the 

Allloci Govn.Y•-nts can apply for s u,plies or i'O\:der end 

n1tro-c~llulose : DuPont de Ne~urs , A~~rlc.n Cysn8mid 

Con :rcr 1 Hercules Po-;der COapany 1 do "lot f>lsh to undertake 

ror their o.m eecount the tss~ or lncrel&ln& their prese.nt 

111 nt pro(·uction for .~r purpo::es . They see , on the con­

tr.r, , no objecti on to builcin" tnt! opcrat1nlt po1"der plants 

•nd nHro-cellulose 9lents f or the account or the t>~o 

Covernr.t· nts 1nterertcd . 

In th<;aa ci rcumstrutces , thcrt.. in no other ,;ay for 

U\C Allied Gov rnc-nts thilD to ov.n tho po .. dor r.nd nitro­

eol!ulo e pl•nts to 'be erected in the United Ct etes . I t 

1 .. 
1 

,.•o. O:led to increase til~ capacity Of an t.Xl&t.1n,: plant 

ht yn r'1 
1 

·•.as ..... chusetts,~ o .ned by AD can Cy5.na.=J.C 

C '!I ey, tn<l to nrro..'lge o;;ith Du Pont c\e lloQOur. to build 

a nt.. lt.nt - t Ueo}-his, Tennessee , t~-l"k1 pos51bly to arrt:.n&e 

.. ith Rorcules Po .. dcr Co:!lpany to build Lnother pant nt 

P>rlin , No~ J ersey . 

The Hlied Gov, rnments Vlould accordinsly ni sh t o 

.tno .. hothor t he u. s . Government has any objecti on to their 

oraan1z1nr. one or more United stntes Corpor~ tions , under the 

lnJS or ''sssrchusotts ., Ne1. Jersey , TeMeD:lee , or any other 

·~te , to buy , 'build or operate =unitions r~ctories 1n t he 

Unitt<l St• tes . The c apital would 'be furnished 'by the 

Brithh anJ French GoVernments , &nd U:e re 'Oould 'be no CiUeS­

Uon .r cr.dit given 'by Aaerican 'banks or industrit.lists to 

the Gov• rnaents ror that purpose. 
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(!bo rollorillc lottor - · pYOD oYOr thoo tolopboo. "" lll'. GreYUl.. I 
Saitb, wbo adYiaod thoot tho or1gl...U letter • •• go1nc to~ bT oir mail to ' 

C.WDW DIXfSTRI?:; LIIIIPIP. -4-J 

.u-. t . B. Xancey, 
General M&Dage r , 

&rploat••• Oepartae.Dt, 
E.t. D.l Pont de N..au.:re and Co., 
Wil.oincto• . 

Dear Sir, 

llollti:'Ml, P.Q. 

llq 18th, 1940 • 

lou .. Ul recall our diacuasion &nd corre~pondeace 

earlier this year ecmcenlin& the ponlbW t7 ot your Co1lpe.tq MkiDC 

an.llabb t.o ua c08plete plant a.od -.aulacturl.nc 1Dtorut1oo tor the 

production ot Jillt.roeellulo .. Saokeleas powder in C&.Dad&. At. that u .. 
your Company decided after tull cona1der&t1on it • • • unable to aupplJ 

t.be WoraaUDD to ua. 

The u.nW"actu:re ot n t:rc.C-N.lul.oet Po.Str 1D C&D&d& 

bas r ecent.l.. been the BUbject ot l'Urtber diecuaaion between the Dept.rtaent 

or tmnitlona and Su,pply and oure.l• ••· WW..e • • art aware ot the coo­

elderat.too ghen to thia •tt.er bJ Du Poat oo the act.ioo ot our preYiou.JI 

riClueat tor intorMtiODJ • • ahoul4 be pl ... .s if 7CIW' ~ .oul4 

review the dro~te.ocea witb a • h • to t' ... conaideration or the poa:1t.1oo 

1t poutble. 

to t.M net. t.ba tQ. Poo\. ean rN .. e the ia.tor..atioo, 

•• are ou.UiDinC hlo• for Nte- enct tbt acope ot the aeaiat.t.nce •• 

requested earlier. on ue to the eaployMot or our engineert and drt.!ta­

HD on. other proJect.a ot oational i.a:port&nce, • • 1hould likt Du. Pont t.o 

prepare • cOIIploto pl4ot 4Jout .. d detoilod doo""'",IU>d 1n .-.ry a 

tora o! uaiatance .. e abould lite to recti•• b &I Collow11-

1 . Deoip and tllll detoilod plooo of a pl4ot capable of 

proc!u.c.inc 1,000 tooe or JI.C.T., per .oa.t.h. 

2. All 1Dtorsation relati•• to the aanutacturing processes 

and operation of plant. 

) . 'lllo looo to Lhoo Canad ian Coot.n.otor of lO TechDicl.aDO 

tor • p&ripcl or three •ootbe. 

4. Tbo tro1n1nc b)' thoo UDited Stotoo ll&nlltoct=or of ~.«> 

C&D.Idia.n Tec.baicia.D.a tor & peri od of t.h.-ee aoat.ba. 

S. SUch W orat.ioo aa to sources or supply c£ special 

aaebinery llD4 applU.z:u:.ee, ID4 wch aaailt.al&ce 1.11 1 ta 

pro~eote u M¥ be posalb....e. 

6. &lob cont inuing lWaOil be·t we .. n t.ba Dn1t..d Stat.l8 

Jl&mltactu..rera and tbe C&D.ac11.a..n COntractor as U1 -• 

1\.CHM.r)" for \be a...cceaatul deY&lopMDt of prod.\I.CtiO- • 

A oito for tho ploot hooa b ... t.ootot1Yol7 oolectod 117 
Lbe Departoeot ol lluDJ.tiooo ODd SU~ 1U1<1 J.aaedi&tol7 t.he projec:to 

• ere aut.bor-iaed • • abot.&ld .u.a:e at Du Pont eog1neert rlait. t.he propoaed 

t1te to obt.&.t.A t.be neeetJ&r7 WorwaUoo to 41 out tbe pl&Dt. 

•• thil l a a. aatt.er of coaelderable W"l.aor, •• aboul.d 

CH&tl.7 appreclat.e 1t 7~ C.C.pe..ll7 eoul4 11•• tM earlleet ~sibl.e c.oa.­

a.lder.Uoo to thle requ.elt. 

I ours ra l t.ht'llll7, 
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Anglo-French Purchasing Board 

Col t Guns for New Aircraft Programme 

Just as we were about to sign our contract 

with Colt (the negotia t ions had been completed) the 

question or United States Army needs intervened. 

Up to that time no capital assistance 

was required by Colt from the Allied Governments a s 

Colt ' s were abl e to meet our schedule from existing 

plant. 

On Friday, Nay 17th we were advised that new 

United States Army r equirements necessitated plant 

expansion to the amount of $2, 1481100 (possibly pl us 

1~) which the Allies must therefore pay. 

We feel this is not consonant with the 

policy declared and trust we can be relieved of the 

burden. 

The s ituation is urgent. 

( 
.. ·~ ,,. ~ ) •) :.}~ 
1 .l 'tl ... J •• · "" .. 

. . 
.... \. . ' ~ .... t ....... .. .. 
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APdo-French Purchasing Board 

Specification and Inspection Problems 

Two t ypes of problem.s have emerged1 

(a) We are unable to obtain United States Govern­

ment specifications, when on the restricted list, 

until after we have placed our contract with the 

contractor, and other than trom the contractor, who 

cny or may not disclose to us the whole story. 

Inspection is therefore made very difficult . 

(b) The United States Navy is so rigid in 

enforcing their regulations as to result in situations 

which in practice prevent our making inspection. For 

instance in the Bethlehem Steel Works a screen had to 

be erected by the contractor around his shell forging 

machinery. How that the weather is too warm the work­

men have insisted upon the screen coming down. This 

means our inspector cannot watch the forging work. 

Could the regulations governing these two s i tuations 

be relaxed a little. 

Our Directors of Inspection are avai lable for any 

necessary discussion. 

llay 21, 1940 

G::IV130 3 R 

t •M I 'J ... 

"-"• ,, : ' , 
#' ...... ,_, •i ,,. ..... 
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Anglo-French Purchasing Board 

Explosives Programme 

"anufacture in the Onited States 

Nitrocell ulose and 

Nitrocellulose Powder 

Negotiations are 1n active train as follows : 

With t he DuPont Company for the erection and 

operation of a new plant at !.lemphis, Tennessee 

(subject to verification of water supply now 

in process) for : 

24, 000 tons per annum of nitrocellulose 

powder including 12,000 tons of the 

nitrocellulose required for this 

powder. 

With the American Cyanimide Company for expansion of 

their plant at Uaynard, ~ssachusetts, to make 

6,000 tons of nitrocellulose to be shipped as 

such to France. 

Negotiations may also have to be undertaken for the ex­

pansion of the Hercules Powder Company plant at Parlin, New 

Jersey, or at Hopeville, Virginia, for the balance of the 
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2. 

12, 000 tons of nitrocellulose required to supply the 

projected Vemphis nitrocellulose powder plant. 

We would much prefer to make this additional 

12,000 tons of nitrocellulose at Memphis, Tennessee, so as to 

give a balanced operation. 

The object of turning to Hercules for half the 

nitrocellulose requirement is to help in supplying a 

vital French requirement of 2, 000 tons of nitrocellulose 

in 1940 . Hercules can expand their plant quicker than 

DuPont can build a new one . If that 2, 000 ton requirement 

could be otherwise met, Yte could do the whole operation 

at Memphis. 

There are two possible ways to meet the situation, 

at least partially: 

(a) To find some way of overcoming the legal 

difficulty of transferring nitrocellulose 

producing equipment held by t he U.s. ArtilY 

as •Spares• to the DuPont Company, thus 

accelerating their nitrocellulose plant 

completion prior to end of 1940 . This equip­

ment is the bottleneck. 

(b) To obtain a further release of 125 tons 

monthly of nitrocellulose which Hercules 

Powder Company is now delivering to Picattiny 

Arsenal . 
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In the interests or building a balanced plant at 

Memphis can these two things be done? 

llay 21, 1940 

• • ... 
' "'-'''' .. .. 
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Llay 15, 1940 

To Purvis 

From !Aonnet 

The British Ministry of Supply 
:md the French Armaments !Unistry have now agreed 
to discontinue the pre~ent method for British and 
French purchases of steel And to m~e •ll such 
ourchases through the Anglo-French Purchasing Board 
i n tie; York . 

2 . Before t his decision is put into 
effect it is necessary to ensure tha t the necessary 
technic:.l Jmo·.•. ledse i~ a t the disposal of the Board . 
For this pu~pose an Anglo-French ~ission of experts 
is leaving for Nev: York in the miadle of next week . 
This ).lission will stud:r the situation on the S?Ot and 
m·ke , in agreement r:ith you , wnuwver t echnical 
arrangements mrq be necess~ry rmd on 1 ts departure 
will leave behind in Nov. York Drithh and French ex­
perts .. ho >:i ll be o.ppoint.ed mAmbero of t he British 
:md French Missi.,n< res rect l vely . 

3 . '~eam:hilo the British having exist-
in> co:1tr octs for t'~e supJlY estir.~ ted to be needed 
till th" end o f the ye r do not intend lT.l:Jinf' any 
furt~er steel i n the U .. A. except t h t t cey ~y 
t "e Ul' an option "hic h t• e:• 'I ve on 100, ?00 tons of 
stdel. I t' tl!e:; d'> so yoe~ ill be in!'orc;ed . The fol­
lo·. ·in;; urgem; purchnscs on t~e F:-t!nch account ,.-hich 
are at present under ne.·otiati<:>n r.U l ?:>lso? h:.ve ~o 
be fino.lised b ' fore arrantet cnts for m.akinz purch&ses 
throu.:·~ t he Board can be coo1plcted : 

Tubes rounds (sic) 
(for ma.,ing botobers) 

Cold r olled strips 

Breaks 

21,000 tons 

4, 000 tons 

400 tons 

4 . 'o'ie trust these arr~ngements \\'ill be 
satisfactory to you and to the A=orican Adminis tra ­
tion bo~h no~ ~nd ror the ~ture . You are aut horised 
to info:-= !lr . t:orgent,au o~ ~h<' conter.ts or this tele-

~ram . 

Secret r·: o!' St:(tf!iJ V4·3 0 3 A 
.. ' . . 
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May 21, 19~ 
4:07 p . m. 

u , ~< . Jr : Hello . 

Q;>Pra tor : I have Hr . Purvis. 

!.! ." . J:-: Th&nlt vou . 

0 : Go Rhead , please . 

'~ . " . Jr : Hello. 

Arthur 
P11rvts : Good cvenin~. 

~ . " . Jr : How a rc vout 

? : Fine , thank you . 

·· :• . Jr : Look, I ""ve ever.vtl:i n P' thPt you gave me t o General 
1'&reht>ll. 

? : Yes. 

" .'' . J~ : And I have not ;vet hellrd anyt!linE from him but he 
ia working o n i t. 

P: Yes , ru1 te. 

!' : 

P: 

:: . '• .Jr : 

And ae he ge ts a chance toolear. lln:f or i t he ' s go ing 
to a end 1 t over to ..,e , so I ' "' I)'Oln:-, to beg orr the 
rest o! t he day because I 've not nothing nore. 

:·o , I t h ink quite r ight too . 

And t hen i! -- are .vou going to be in Waahin~ton 
tomor row? 

I -- I think what I shall do is to ata.v over ea;v 
until after lunch tomorrow then I think I would -­
unleea there vaa something that would mslte it wue 
for me to eta.v mo re, I would run u~ -- get ~y -= 
k e e p my atu!! u~ there, and then come down 
a~ain the minute .vou felt it would be usef ul to 

do 1t. 

!~ow , I didn't get that. 
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P: 

l' . ' ·I .Jr: 

P: 

H. '' .Jr: 

P: 

u ." . Jr: 

P: 

!' . '' .Jr: 

P: 

u . , .. Jr: 

" : 

u. " .Jr: 

P: 

- 2 -

I thou~ht that I would stay down until attar lunch 
say tot'lorrow, anyway; then it by t ha t t1me t here 
doean•t aeem t o be any reason t or staying any longer 
I wo uld run up to New York, get my stuff tnto good 
shape again, and hold myself r eady there tor the 
Institute told oe t hat so,eth1ng aould be uaetuUy 
done here . Then I would come back. 

Now, tho se last three memor andum tha t you gave me 
just before lunch. 

Yes . 

I only had one copy ot each and I gave those all to 
General Marshall . 

I t hink I 've given others to You~ but I'll check on 
th'at , and I 1 ll oee that you ge t turther copi es . 

Wel l , 1 111 ask hin and if not ahould he get in touch 
w!th Ballantyne? 

Yes. Wel l , I' 11 see the t Ball e.ntyne gets in t ouch 
wi th h1m. I ' ll rinv Ballantyne strai~htawsy . 

Thank you so ouch. 

212 

And I do reel - - I do n' t know whe t her i t - - it ' s over­
e.nx1Pty a t all , but it does s eem to me now t hat - ­
good heavens , any help t hey can gtve, maybe a valuable 
thin~ tor th1a side as well a s the ot her. Am I wrong 

1n thinking t hat? 

What! 

That really any help th~t can be atraved to ~1ve us 
now -- I mean , i f t hey can t \nd ways a s t sr as 
technical d1t't'ioultiea i n any way - - t he tire t s 
burning and I do hope thet the l egalit1ea ot t hings 
can -- Lawyers a re eo awfully good in finding loo~ 

holes i n their own shoes . 

My d ear Arthur, I have telt t his way ror a year and 

a halt. 

I 'm aure you have , Henry. 
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H.l·t.Jr: 

P: 

n .11 .Jr: 

P: 

~ : 

u.'" . Jr: 

" : 

H. l' .Jr : 

P: 

- 3 -

And I don't have to beg1n. 

No , I ' m sure or it. 

So 1! -- 1f 1t'B humanly poea1ble •••••• 

.. .. . • it' l l be done. 

But t hat's a big order 10u gave ua. 

I know. Oh, ~t •a a tremendous order. 

And General Marshall lett here and said he would 
start at once on 1t, 

Oh , and I'm sure he w111 too . 

And he works raet. 

Good I 
So Just see the eights of Wneh1ngt on and keep out 
or trouble and I ' ll talk to you 1n t he morning. 

243 

Good work . Fine. Thank you very much. Good night. 
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- :u, 1940. 

I u eneloeiJIC lwrwwi\h a -raM• Mtt.iDc forth 1D 

briet O'.lJ' objoeUone to H. R, 9822 , a 11111 to cpecl1te 

.,. .. 1 ahlp buSldiac and !or OU..r JI'U'I""'M• I r .. l ftr1 

etroo\1~ that. \hie lecJ.elat.ioa 1e _...,., undeeirsble 

and clootiftlt.elT objects,..ble, 

~ tUr\ iltM w .. "' , ~ .. . '."IUIIIid: 
.. ...... llf lliE l&aTMf 

·~~~-·· 80·;---

J J.Ihltll 
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I heft tor tM tiret. t.t.. thia lOOI'IIiDG - a OOP7 ot 
H, R, 9822 1lh1oh- 111t.rodluMcl b7 llr, Vina«< ;rea~ atw-, 
C~, I bftoo not. bMD able \o .a a ~ et.\ld;T ot .U 
ot t.'w proY1a1A<Ia ot t.hoo !1111. liow'r ... 1 ..., a ft17 bu\)' __, ...._ 

UOD .u.oloMI tbat it 1.a a ~ ObjeoU~o .._..,.., 

s.ou ... 1 ot t.hoo !1111 jlii'O't'idea that. dllrina tba periocl ot 
DOUona1 _.~,. U.. ~ ot U.. -,. -:r .ar- t.o -
t.raotora up t.o )0$ ot tho OOI>t.&'u\ pri ce, !boqb I do oot. -

tho -Nit.)' t..- a1ICh a prorl81oa I 1llt4rpooo no objeoUoa t.o it.. 

2·15 

s.ou... a proy1dM tbat. durlzlc • nat.iollal -~ tba 

Secretary ot tba -,. -:r nacot.tat.o OODt.raot.o without. tho -Ni\7 

or c011pet.1t.bo 1>1441n&. The ol>jeo\1- \o laok or .,....uu .. 1>1d­

cl1ni aro u m 1 OUN1'7 \o ot.ot.o, It. u;r 1>a that. IIDdoor t.hoo ~ 

atro-8\oo- tba prcrri.,... or Soot.iOD a CCI 1>a jut.1t1od, !OIIOV ... 1 

I tool t.hoot. 1t -.oil a prcrri.S.OO 1.a odopt.o41 1D arclar t.o prot.eot thoo 

protit. Ua1t.111c p~ or t.11oo vtn.--rr• u Act., it 1.a ..trU­

abl.e t.o .... ~ pi'O'IU1.aD .. tbat. the proti\ 11111 1>a lbit.od t.o 

a p..-cent.ap ot ooet. u ...U u t.o a p.roctqe ot tho oontnot prlco. 

SooU... ) .-;:at.ea tho proor1a1oaa ot thoo 'fala!Hioola7 loot aDd 

Soou... 6 ~ tho ~ ot t.hoo 'f*I!M ODd Boun .let.. In fiT 

op!Jd.oo th ... 1.a • noouait.)', IN\ 1ndMcl a poa1t.1ft cl&pr 1D 8oc11-

tyins .u pJ'O'I'1.s- or .u •as• Ollll Hour• .lat. IDCI 111 ~ 

tba 'P''* l wla)' .lor\, '!'ba at.Ut.oadlll ot lab« m4 ito oonUIIUeC!.­

oporaUoo .,.. -l.auaJ.T t.larMt.oaod 1>7 lll&ob but.)' acUoa wl. th rMpoot 

t.o ,._ .u..uaa ~ ~. 
S..U. 4 proddM that durlzlc tho p.riod at national ._.IODfiT 

tba prorl81- or \be v~ u .let. oball ll>i>l7 on1T t.o ....t.raot.o 

ODd ~ 111 - or aas,ooo. !be -t 1.1a1wuoa 1e oa 

ooat.raot.o IDCI INbeolltncta 111 - ot $10,000, In 11fT op1.o1an th1.a 
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TREASURY DEPARTMENT 

INTIE .. -oFFICI: COMMUNICATION 

DATI< 

Socret&J')' Marcentb&a 

I, Jl, Fole7, lr. 

CoDgrasallan V1Da011, Cb&1.rmn o! the Bouao llaftl J.f'taire Coaittoo, 

hal 1nt.roduced a bill whiclo would, 1t it becOIIH law, o!toct1 ... l.7 Mbot&co 

tba pr'O'fiaioo or tbe V1Da011 rraa.u .let wo!ar aa 'l'rOUIU')' control 1.8 

concarned. 1111 prOY1a10111 o! tbo bill -wl pon.lt the Socrot&J')' or tbo 

lla'ty, aul>joct to tbe approval or the Pl'uidct, to dotero1no the proporti011 

ot tbe cost o! opocial additional oqui~t and tacilitioa which would not 

be incl\lded in clotera1nin& tbo prorit liaitotiono 1.8poaed b7 tbo Vinaoo­

!2'.-l.l .t.ct. ID other warda , tbe Seoret&J')' of the 11&..,-, INl>joct to tu 

ap;>roval or tbo Pl'.,.iclct -wl ~~. ... t1nal "7 u to t.1>e coat or plant 

exponaico aod aclcl1t10DIIl oqui~t whiclo 'OOilld bo allowocl t o anutactur.ro 

outa14e tbe Vinaon-'!'r.-.11 Act. llnd.er cdatinc law ouch cloterainat1on ....t 

be made b)' tbo 8ecrot&J')' or tbo t2'1&1uq, !be prOYiliOil 11 oul>j ect to tbo 

conotructlco tbot it would appl.J to all ocotracto entered into b7 tbo 11&"7 

wbeoq\Wit to Sopt..ber 8, 19)9. 11111 _,. that all or the ottect1 ... WDl'lt 

wblcb n ban dono in COIII>ICtion witb hol41ng down tbe pro! ita to bo roo" led 

on Ma"7 contract• b7 COIIIoliclated .lircra!t, lloctr1c Boat aod ....,. other 

coapaniee would bo nul11t1ed. 

I Wlderetalld that Cbe.1raD Vwco 41.8cuaaed tbU prOY111on witb the 

Pl'ee14ent at 110011 todq and obtoined b1a qualltied approftl. I u told 

that action will bo t&Dn on tbo bill twiG• IOOI'Dinc· 

Iou aicbt want to cone14er a llkina tbo Pl'ooiclont to oall Cba1ra1D 

Vinoon aod ~·t tb&t 1>t witbbold action on the lop.J.atioa 11Dt1l the 

Pl'eaiclollt baa bad an opportw>1 t)' to l>tal' t.l>6 Yion or tbo Secret&J')' or tl>t 

'l'raoauq 011 the •tter. 

I aa attacbinc a cow ot tbo bill aod ban aarkecl tba pr'O'fiaiCD in 

quoaticz. 

lollll Sull1Y&Il aod I will bo anllahla tbU n&Dinc lbou.ld 7"" 'R1R 

to talk to uo about it. 
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1 St:c. 3. The President of the United States is hereby 

2 authorized during any national emergency declnred by him 

3 to exist to snstlcnd, with respect t.o nnvnl oontTael1!, the pm-

4 visions of the Act npprovcd Juno 30, t936 (49 Stat. 2036; 

5 U.S. 0., Supp. V, title 41, sees. 36-45), whenever, in his 

G judgment, c-omt>lianoe therewith would he prcjudicinl to the 

7 mu ional tlefcose. 

8 s~:c·. -l. The provisions of •ection !l of the Act of March 

9 :?i, 1!):1-l (48 ."tat. 505). as amended by tho Acts of June 

10 :!5, t9:16 (49 Stat. 1926), and April 3, t939 (53 SUit. 

11 51i0; U. R. C., Supp. V, title 34, ~cc. 496), shall, during 

12 the pcriud of any national cmcrgcucy dcclnred by the Prcsi-

13 drnt to exist, IJc limited t.o oontructs or suhcontri\Cts where 

14 th ~ nwnrd exceeds $25,000. 

15 Sr.c . 5. Dtlring any nutiomtl emergency declared by the -
t6 l'rc>idcot to exist the decision of the Secretary of the Nav 

17 n~ to the noc~ity pptl thg cgst WcJ!!SJiJJK t!JC .uroJilQlii{al) 

249 

IS ther«'Of to lJe charged ngttinst the paniculnr contriiel, of 

19 Stleciol ndditional e<tniJmlent and faeilities required to facili-

20 tllle tho completion or any uoval ,·e~<Sel or nirc:ft, or P"rt;! 
2t tlwn•of, in private plants sholl !Je finn!, subject to revie" ' 

:!'l ouly by tho Presitlent. nud the l<'cdcrul courts. Tbis decision 

Z.l muy be mnde nt ony time after tho contract is awordedJ.I 

2~ in tho judgment of the Secretary of the Nav sufficient data 

25 arc available to 2frmit of re&il0118ble accura$Y: Provided, -
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4 

J Thai 1hr ~1ary or 1he ~"'"Y ~l•aU reJlOrl 10 1he Con~, 

2 81 lhr , .. ginning nr ··~b rt>gt~lar O<SSiou, lhe 0081 or lllth 

3 •JK'< iul l''l"iJlmrlll oud racililies to he I>On•• by 1he Ooven1• 

4 lll('fH uudt•r t:tflrh com rtu:t. 

5 Nl•:t', f}, NiiiWith.stnndiug tiH' pro,·i:-ious or nuy Oilier L•w 

U 1111• I'('J.."IIur '"'"'" ur lulmr fo•· t'IIIJ>lnyecs uf lhc ll 11i1ed filoll'i< 

1 Uun·l"lllllt:'lll. mul or tOUIOl('fOI'S nnd ~UIJt'OtllntCfOI'l'l~ wlu~n 

M .. llt'h ~' lll)JIIl,\'(1(..;: 11re (•ug11:.retl in work iu t'UIIIH'tliuu with ntwnl 

9 , .• ~, .. e)~ or ttirtru(t or p;trb th<'reor or oclu.•r work iutidrmal 

Ill 1heno1o. ·hall, during 1he Jll'riod of ony IIAiiouJOI emergency 

ll do<·Lm•d h,l' 1he l'r..,.jdrm 10 exi.l, be a fh·e-day w~k of 

12 riglu hou,.,. per dny and forty hours Jll'r w~k : l'rol'idtd, 

J3 'l'l1111 1hr'" huur• mny be exceedc·d nud tbtll 8nth employees 

1-4 ~hnll n•t't'i\'£· t·omJwnsuliou (or llwir rmploy111Cnl in excess 

1ii ur rlw lunn')il 1lhove ~~~cified at 11 nttc not Jc~~ tllou ouc mH) 

1U nnt·lllllrliniC•s lhe n•gnln r rnlc nl wltich 1hcy nrc employed: 

17 l'rm·idal furllu•r. Thot such compeltStHiuu for ovenime 

I~ >ln•ll ll Jlfll~· only lu Jll'r diem, hourly, prof!"'>iounl, nnd oui>­

J9 prole--ional employe<'< uud lo blue )lriutN'I'. pl•oloslnl •nd 

:!0 ,..,topri111 IIJII'ralon.. in'Jl"tiOrs, SUJll'tYisor J>hn1ncrs, tsli· 

:!1 uulfo~. und progn'N-~ueu, nud 3.S."'ishutl.l' tu ,.-hul' ;uul JlLuu 

:!'~ "'l"'rinl<·nd••nls ul lhe l'A};' ;.en•i<-c, nil _. defined hy thr 

2:1 ( 'ln" ifornlinn .\ ct of )lnreb 4, Hl~3 {-12 Hlnl . 1-IHH: U.S.('. 

~~ 1), f'h. I :J) , IISIIIlltlldC•d, IIIH] hy !IIC dnssifit,liOII ruJ<•S or IJIC 

23 Uuitud ~htl t~ Civil ~crvice Uonuuissiou in I he (lll~C or (JO\'· 

r. 
1 enuntul employffl!; and 10 similar da .. '8<'! or tmployf<'ll or 
2 oonlnoCIOn! •nd ;;ubtoulnletors: Pl'fJf:itltd f•rthrr, That in 

3 detcmtining the overtime oornpcn.1013tion of per 1:1nmmt Oo\'• 

4 cnnucnt employers 1hc pny for one day shnll be considered 

5 0116 thrcc.-Jnmdred~nnd-!i'iXticth of thelr TCS])C'<'tivc JI·Cr nnuum 

v ,.1J11ric.: f'rovidrd furlil t•r, Thnt the houn< .. r lniKH' iu "''l' 
7 one week 10holl not exceed forty-eight uult~ the tlrr~ro.idrut 

g shull dcciJtrC il ntee""'ry in the inlcml or IJII' IUIIiuuuJ 

9 delen•e: l'rot·idnl f•rth", Thai 1he Pmidtul uf the l'ni1rd 

JO Slnlcs is aulhorixed 10 Sl"'J"'Ud during lh• Jlfri•td or •ny 

JJ 11111iOIIAI emergency declared b~· him 1o txi>l, 1he pr'(wi-ion-

12 of the Acl of ll•rcl• 3, 1931 (46 Sial. 1482). if in hi• 

13 judgment •uch course is necessary iu the inlcre.t or II•• 

14 au.\liOIHt1 dcron"e: Aml provitled ,,,.IJWI', rrhfll the !Wc'Tt'tltry 

l 5 or tlu1 Nn\'Y iK authorized to modiry cxi~ttiug ('VIIl riiC't" 

l6 ucoordiugly. 

17 H~;(!, 7. N'ntWilh~hUlding the pnl\'i~ior~ ur I'('C'tion :l04 

18 of the Act of .ruur 30. 1932 (+7 'Sinl. 404 : U. H. ('., Iitle 

19 • 71") I he Secretan· or the ~I&\'\' i~ authoriJ('(l to 0 1 8t't', o) ' 0 • • 

20 ri'<'UlJlloy during lht p•riod of on.\· ualioual emtrgrm·y d .. 

2J I' 'd to exisa, ~lirtd ean)JioyN'~ of thr clonod hy 1hr re;u enl 

2"l Navy I><' J:W.r11llf'lll aud the """"! K<~J~bliJllnutnl, undl'r 

2:1 SIU'h rulCll nnd regnllltions ns m•y be agr<•NI Ufklll by •h• 

N rwy De,)nr1n1Nll und I he Civil St-r,·icc• (,.\uuwi~iun. Sud I 

· 1' 1 )' rigl11< W 25 rcemployn•cnt •hull be without Jli'UJIU ICC o "" . 
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1 retirement or annuity heretofore or b~realttr acctuing .., 

2 web tmploye<>, 88 pro•·ided by law, e:r.cep~ that the pal~ 

3 meut of such annuity shall be suspended for ll1e durotion 

4 of the reemployment. 

5 l:iMO. 8. 1'bo Act of March 14, t986, entitled "An Ad 

6 to provide for vnoutioos to Government employee~ und for 

7 u1hcr purposes" (49 Stat. 1161) is hereby nmeuded J
1
y 

8 ndding. after section 7 n new section to re•d ns follows: 

9 "St:c. 8. }Jmployees of the Navy Deportmeut and the 

10 liaval ~;,.tahli<hment may, durillg tbe period of any natiuual 

11 cmergrnry declared by the Presiden~ to exist, be employed 

12 during the time ll>ey would othcrn•ise be on vacation wi>h· 

13 out deprivation of their vacation pRy for the tirno so worko•d. 

H }imployees who forego their vnentions in nooordtu>oo with 

IG the provi!ions of this section mE•y bo paid, in uddition to 

16 tlll'ir rrgul'" I"'Y• the eo:JnivnJent of tho pny they would 

t7 luwe drnwn during the period of snell vocntion. The pro-

18 •·L•iott< of this section shall be applicable only to eutployl't' 

1
9 

in th.,... trndt'11 &11!1 oocupt•tiolli! wherein a shortage esi.,rs." 

20 S•:v. 0. Th~ limi~ of cost of the w~ls authorized by 

21 tl1e Act of July -30, 1937 (50 Stat. ~), i.r bcrrby 

22 incre~~J<e<l by au amouut equal to ndditiollft! costs reoultiug 

23 !rom the provisions or this Act. 

l:!~o . I 0. During any n:llional cmcrgcnoy declared by 

25 l•im to exist. tho P1·csideu~ of tJae United Stntcs is autlwri•~d 

_,__~-- . .... . -... ...... -•. -------

i 

1 10 &U!Jl<'Dd su~b portions of the Chi! Stn·i~ Mt or the 

2 civil-service rules as may be nooessary· to pre•·cn~ any delay 

3 in obtaining roquired acccpt .. ble civilian employeet1 in tl>e 

4 Navy Deportment and the field sen·ioo thereof. 

Sf:O. II. As usea in thi~ Act, the words "nntionnl rmer-

" 1 II be deemed 10 include tl•c limitc•d oullinunl 6 gonoy 8 lfl 

7 doclnred bv the President. on Septcml~t•r 8, 19!11). emergency J 

8 SEO. 12. The provisions herein L'()ulnined slu•ll be ell~ 

• f 'od of three )'COl'S bevhmiug will• tloe date of 9 tl\'e or a pen c· 

10 appro•·al of this Act. 

Regraded Uclassified



r 
I 

ff c 
i !o: 

" 
r~ $ • 
;;Jl ~ 
~ -
I ; e. 
'(- i 
~ ~· • 
~ 

• 

~ 
• • 
l 
e > l ... ~ 
r ~ l ... 
~- ~ 
• !. 
ii' 

t 

'""' CONUilESS H R 9822 auS.r.liiiOt' • • 

JN 'rJJE II OUSF. OF llEf'R&"ENT.ITJ\'t;.'i 

~h,.- ~. ttHO 

.Mr. \"nc~ut or Citot1ria inlrotlnttd the fhi.M..U.,. biU: •hiorh wac• "''"rm:l 
to the Co~nnuttH on :Su al Affairs 

A BILL 
'l'o C'XJlCdit(• ntlwtl ,.hiphuilding, aml for utlwr pnrJK,,..riit. 

1 Be it c11octc<l by the 8erwtr wul Jloug of Jl,.,,., .. ~.,li•-

2 li tH'S of llw l/nitt'll Stfllf~ of A mr•riro iu f 'orlftrt•.!(• l114'4'mlllr•d, 

3 'rlml wh('IH~\'('f in clu• H)liniuu of the· P'n 'l<idt•nl ~~ r llll' n uih•il 

4 ~hth'8: :-.nell t'illll"l' WHuld IH• in rht~ l.r:o:t iuh•rt..,l~ uf unliuunl 

r; def<'n~ dnrins.t .my u.uiounl tml'rg4'n4.·~· tlfi·l~~rt•tl hy 1lu· 

6 Presid('ut to rxi .. t , ahe &-<1'thtl)~ of dte ~tn·~· t .. n•nhnriud 

1 to ud,llnt..:•. fror~ apJm>prUuious antibblt· thrrt'fvr. 1m~ UK' Ill .. 

8 to CQillf'ftCIO~ in ftiiiOUUIS UOI {':U1!t-diug 3f) JH'r L1'111UIIl uf 

9 the oontnu1 prit'f, u)'.,un :-tu·h trn11~ n~ hr ~hall pn•ioo(·riiH", 

10 aud ho slmJI l't'~lllif('i udf't)UPIC s.f•t·urity fnr tlu..~ l'rulwliuu uf 

t l thr Oov~rnmrnt for the puymcnts ~H mudr. Hr i~ runll(•r 

/ 
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1 nuthoriwd in his discretion to make partial pnyments on lbt 

2 balance of the contract price from time to time during tbe 

3 progress of the work, such partial payments not to c~ceed 

4 the vnlue of the work already done, but to bo !nhjcct to a 

5 lien ns provided by the Act of August 22, 191 1 (:n Stnt. 

6 32; U.S. C., title 34, sec. 582), entitled "An Att outhor-

7 izing the Secretory of the Navy to muko pnnial llll~1u111ts 

8 for work ulrcndy done under public contracts": Prorid«<, 

9 That the Secretary of the Na,-y shnll report to the Congms 

10 at the beginning of each regular session the odnwce pay-

11 mcnts nutde under tbe authority of this section. 

12 St·;o. 2. 'l'hut whenever deemed by the Pro~idcnt oftbe 

13 United States to be iu the best intcrrsts uf ' the Jllttional 

l4 dt'fcnsc during ruty national emergency dcclurctl by tbe 

15 Pre~idcnt to exist, tbe Secretary of the ~ttvy is hereby an-

16 thorizcd lu ncgotiutc cootmcts for tho llCC(IIi~irion, t-onstrue-

17 riou, rc(J<tir, or nltcrutiou uf t:UIIl(llctc navul ,.c •cis or nir-

18 crnlt, or any portiou thereof, including plans, spnrc pnrt~, 

19 nnd CfJnipmcnt t~ercfor, that have hccn or mny be nuthor-

20 izod, 1111d 11lso for machine tools and other equipment, wi0•-

2l out competition: Provide(/, Thnt he shoJI dotcnninc tho price 

22 to he fnir nnd rcnsonnule: Provided further , Thnt, the flccrc-

23 tary of the Nnvy shall report to tho Congress at the lwgiD­

ning of each reguiM session tbe contracts entered into under 

tbe authority of tbis section. 
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T HE WHITE HOUSE 

WA8HINGTON 

llay 21 , 1940. 

Mllt.ORANDUJ.I FOR 

kk 250 
J 

SECRP:l'ARY MOROENl'RAU: 

To s peak to me about. 

F .. D.R. 
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SEcretary of StatE• 

Washington. 

1303, Mny 21 , 5 p .m. 

GRAY 

London 

DatEd May 21, 1940 . 

Rtc ld l p .m. 

FOR T'r!E SECllETAJ!l OF STATE. 

l \ 251 

Acid thE WEltEr Of ~EdiatE things lEt mE giVE 

you for who. t it may bE "orth my conclusions as to r.hat 

wE should not do in our rEarmament prosrrun if wE want 

to o.voit'. thE mistakEs which I havE sun thE Ilri tish 

mnltlt . 

OnE , Not to undErEstimatE thE punching powEr of 

a collEctivist systcn. 

'l'l•o• not to plan a rEarmllllltnt program piECEmEal. 

Thr EE , Not to fail to fact up to thE capital out­

lay problEl:l , i . E. EithEr by giving la.rgt rnough ordErs 

initially so th:lt privatE manuf:J.cturEr:' c= sEE thEir 

way cltar to undErtakE thE rtquirtd plo.nt Expansion or 

£l8E subsidizE that plant expansion d1rtctly • po.ying 

tht tno.nagtmEnt a fEE for optro.ting . 'l'ht stratEgic 

loc11tion of nEw plo.nt in ttnns of its dEfEnsE a s wEl l 

as thE proxin1ty of its sourcEs of supply must also bE 

conaidtrEd. ThE importancE of quantity producti on 

c11pacity 
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oopooity ot ~~~ givEn time should not be forgotten 

end provision of quant i ty capooity ohould not bE de­

layed tor considerations of new improvements no matter 

ho•t important the dEvelopment of design:J r.1o.y appE<lr to 

be . 
Four . Not t o fo.il to face the absolutE necessity 

of unification of supply purcho.acs, to ovoid caopEtitivc 

bidding to~ lo.oor , ~o.tErinl end finished products , a~ 

the nccC. for dcmo.rco.tion o.s btt\'lttn civilian r cqu1rcnrnts 

and o.rntomcnt r cqu1r e::n cnts. A ooncCM1tent of this lies in 

c.llcvicting s!till td l::.bor bottlenecks by undcr to.k:lns , 

before required, tro.inil'l(; or such, not forc;ctting tho.t 

the f1Ghtir~ services ~o.y o.lso auddenly requirE l o.rgc 

nu:Jbtro of mech<lnics vti th just ouch tro.inin(; and cx-

peri cnce . 
Five. Above ~~ not to imAgine that o. toroido.bl£ 

e~~ent ,rogrrun co.n be done cheo.ply and tho.t ~o.stc can 

be avoided '.'Jy cuttinc; out or down requiremen t s which the 

r1sht1n& services rcgo.l~Ed o.s essential. 

KEJ~IEDY 

HPD 
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Ktesum f'REIOHT L mts, INc. 

Bon. Henry J . Worgonth&u, Jr . 
Sec>roto.ry ot tho Treasury 
froaaury BUilclint; 
iiaahington, D. c. 

lly dot.r llr. Sec>r oto.ry, 

Ill WCaT ROOSCVCI..T " 0 AO 
CHICAGO 

1 am enc>looing herewith 
a copy of a letter wbich I received from 
l!r. c. Tt, VIII\ Patter , from Kweiyang, China 
written 1111dor date of .&pril 6 , 1940, wbioh I 
tnow you will find intereoting. 

JLK: LR 
D>o . 

ll'itb Jd.ndeat resarda, 

Sincerely youra, 
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J. L. l ees"'1 D 
f , Roon ••lt Road 

Il llnol l 

coP r 

April 8th, 1S4o 255 
lwely&n&, Chi na 

1 ha .. no~le otod to 11olco &ay late repor to eoneornl~~& lilY aothlty horo In Chi na 

t.h•~ l.r , Shoohon ns retumlns with all tho nocouary I nformation pertalni~~& t o 

em Apr! I fou rth, I lett KUDI!IIng and arr!Ted In Kwolyang on tho fifth , May Pan 

r t ru el lec! by ~otor car and we notod with pleaeure that the bi&hway haa been t.-

oonald erably e1nce our trip o•er it last September, particularly the aeotlon t roa 

t.o rweiya.ng . The t wenty four turn• juet weet of Annan haTe aleo been impr o•ed 

0 e!nl ldorab ly extent, with tho hair pin turno bel ~~& widonod and suard r&lll l natdlod 

•ll of t.he dangerous points, 

!he following will r;ITO you a fairly eloar underataodlng of t bo present ll&i.n­

set! vity here 1n China . 

!, Sh• p Bu ildlnr;sand Eqolp111ont 

(a) hsiolcwan - located on tho Y\DUI&n SUra& hlgbny. It wll l be appro:rl..at ely 

a~• befor e theae bulldlnss are completed 1n every detail , tiowoYer, the repa i r 

~"'' be-~.n f lni1hed which will per.Ut thit a dmini atratlon to mdnta.in t he new truoita 

such tl .. u tho maoh!ne ohop build!~~& 11 reac!y for uao . 1'hla ohop will by rar be 

on the Bur.o route oo therefore all of tho major work and rebu1ldins will be 

at thlo location , It Ia t housht that they will operat e trucko batwoon Wanting 

~aie.Jo.·an , - hlle the tractor trailer may be used on the Eaatern aection or thi s hi&h­

kort than · alxty fi•e percen t of t he ahop equipment that will be nooea oary to 

l:ro,o.rlv u•ablioh thlt shop hat been t ranaported 1D f ro• L&ohlo, Bur.o and It now stored 

••• o~ ~he ropolr sheda, The remai ning oqulpNnt will be brought I nto China In tho 

•ert tnr tuture . 

~ ... !. shop located on the K\UI.111ng Kwei yan& highway aeven lciloJnetera Eaa t or 

' ' ' lao eoaplete and equipped with t he nece1aary t ool• and aa chi.nery to do a ll 

the reh il Hns of the oxoha~e unite tor the ,,.,ra~e located i n Kvn.ain' aa • ell •• 

0~~tr • j >:- wor k or bod.y buildlnc on the l'otor Ythi olea that are asaisned to the A 

• ·r.~ent~ nce . Betore I left ~u::mnin& the power plant had been !.natal t ed and al l 

-~cal wiring completed . The motor dr1 Yen equ ipment was all checked t o be i n 

order a.ud read¥ for uae . A aee·tin,s waa held b, t he maintenance meo of both 

lt!L 11 of t he ba tio priui p&la for ••1nt enuce procedure were dlacueaed and put 

t el , Theae a fore-Mentioned raoiliti ea are adequate to maintain the proaeot num­

: :- <a a . .''ld b\aeeea a ae1ped. to l.unaiD.C • Bowe...-er, i t waa • l.l&&••t ed that rurther ex­

•"~ '1'" tt 'he A ebop &ay be neooaeary to ooapen aato for any additiona l oooaol idation ot 

~t4r .... u cl••• 
. c) Kwolyans • Tho ,arar;o buildins • whloh are l ooatec! • 1• kiloaot sra ovt of 

.o :!to Kumd"' hlgb--.y han boon ooap!eted while IOOr O than ninety n .. percent 

ht "'ci~'oot hat been lnatalled and in v• • • Thia establi ohaent hal been operatl~~& 

u1t r ·~~• time an4 in •lew of the obat aole l encountered he re i n China at tbe 
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t!J:t 1 thi nk tboy are do~ a "'~ cood job. Tlw Ollptrriooro aod - obanio o han 

to 0 great extent within the put two a ontho oo tboroforo I huo hlch hopoo that 

oilop rill t ob ita plaoo aaonc tho bettor onu wlthJ..n • "0~ ohort th:o. 

(c) Xwt!yl"C - Tho Cli'OI• build~o which aro looatoo ob kiloaetoro out ot twoiyanc 

tho tllll!llng H gh- y ha.,o boon ooaplotocl and 111 uoo, Tbi o ootablloluoont hao boon oporatt.nc 

fi ll• 1aao tin oncl 111 new of tho obotaoleo onoountend hero in China at tho proo ont 

1 tMnk they are dolnfi a ""~ cocci job. Tho ouporriooro and a oobanioo han iapro.,od t.o 

.. tent within tho past two montho eo thoreroro I ban hi gh hopu that t hluhop will 

1., plooo ..,...,, the batter onoo within a .,,~ abort tiao , 

!he A shop Ia not yet oporatinc but tho aohino o.hop building 1o now compl eted aod 

'" •orlng in t.nd ootting up tho nocoua~ oqulpaont tor tho rebuildlnc ...,rk. It 1o 

tbt w! t hin tho next throe month a th!a ohop will bo oporat l.nc on a tit~ t o llxty 

ll <oreoot bull. Tho 01oohan!oo han boon t rt.lnod t.nd wi 11 bo truoforrod t o thh location 

J;rll 11. I will otay in lwolyanc until thiaahop hao been ootablhhod and in operation . 

(d) Chungklnc - Tho bullclingo a t tho A ohop l ooa tocl U Ill. oouth ot CJw.nckl.ai aro 

lloool<otilll and :aoot or tho oquipaont boo been tranoportod fi'Oa lunain' and mo•od Into tho 

ohop and tool room, Tbh ohop will be ready for operation oJ> arrlYal of tho 

... ""~" power plt.nt which i e uow enrout·•· The maintenan ce &Dd ruD.Di..n& repair work la now 

effect at tht a loe-atlon. 

tho B ohop build~• at --I.wlc..Chiao, a euburb of Chunk~ aro ooapleted whllo 

~oorox!u.to:!v eighty poroont or tho nooooe~ maohlno~ and toole ha•o arrl • od and put Into 

uao . Tho reat.!J>~ twant)' poroont or equipment that has boon uslpod to thio 

art enrout e from KUDII\1n,. 

(o) Le.nohow ond PaocboJ> - OD tho llorth lfut hit;~· Tho ohop t.nd carot;o bulldinco 

•r• th01l,ht to bo adoquato to mal.ntain tho 11otor nhloloe oporat.d over thia hl&hw•f 

bttn eo.,plotod only racentl;r. Tho abop uchlnery and tooh for tho Northwoot Admlnla­

• ""'''" ••ere c:r ated and oheoked at the JI:Wl.lliD& Store• betore I ltet th.at o1ty. RoweYer., I 

had ..,rd alnoo that tiae thlt pert or tboa bon boon loaded on truolca oncl aro now on­

to their deo tlnotlon . 

(r) Luhoion - In Tin or the prooent truck operation it woo thout;ht t hat a gar&&• 

co wo" ld bo oufflolont tor thil location. The noooua~ toolo and oqulpmont huo boon 

l tr•<l:od 1n t roe Kunain& and are now in \lie t o a &ood advanta&•• It will be neoeaeary to 

the 1\alntonuoo taoil!tioa in tbla city at a l a t er date duo to a ooutaplatocl troctor 

troller onoration whi oh will no doubt bo put into orfoot within tho noxt roor montho . 1 

c,) HW&ft&hoion - Tho ahop in t hi o olty hao boon ootabli ahod ond i n operation 

a lace the Sprlnc of 1939 . It 1a copablo of .al.ntt.lnin& the prooont !1WIIbor ot actor n hloloo 

that art urlplod to that torr! to~. Plana tor o.-panaion aJ>d bott.r oqulp.-ODt haTO boon 

for thto ahop but in n n ot tho prooont oondltlono, 1 t 1< thou&ht 11o be rouonablo 

•alt until somo future elate before put ting th• into otfoct. 

Il COirolTION OF TilE IIOTOR TROCIS .UD BOSSBS 

I. oUcht t~roT•ct tmotocl 1n tho oondttlon of tho truoko ond aloe tho road 

cdle are leae whioh Ttrittea that better u.lntenance i a no• bein& perforMd by 

U:'t of the t ho pi 1Dd ' &r&&ll • 

Tho buo operation bao ohown vo~ little iaprovo:ont partl1 duo to tho t a ot that 

t.~e toctea were too l arce 1D co11.pari aon to the D"Otora and otw.aait for the torturou e roada 

that thoy hno to bo oporatod onr. llr. T. c. Chon, -oclnc dlrootor or CTC hu oon-

ltod • lth ~r . Boos! 1n r ocard to tblo aorlouo or obloll ond it wao dooidtd that thl)' would 

tho buo bodiu to a cooaaoclato oixtac peuoncoro OJ>d ba&Ca&• whertao botoro twontr 

toor t o t• onty olz poople waa tho uaual load, 
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111 pJJ!'I' ANU SUP?Ll£8 

The ahorta,e or parta baa beeo quite a problemto the motor vehicle oceration , 
:.n uct, r..t.!IY truolca will be out of aerv1ee until euch Ume that an adequate flow ot parte 
f•to Chi na can be aaaured , step• have boen t aken to correct thie erll by the eatablilh• 
,;r.t of 

1 
lor~• aupply depot . But apparently it will be oome time before thil hu any 

r.ot.icetblt effect. . 

IV 1/JtTS 1/ AN\Jf.I.CTURING SHOP 

Eulldln&• odequate in site for the eetablioh.ent of a part• Lanufaoturln& 

1
-:>P • ere erected in Chu~1dn.& preTiou a to October 1939, The machinery neceaat.ry to 

:- :-:~:erly equip thla ahop was purceil.tLaed l aat year 1n berioa under the UTC lolltl . wore 
~ d xty percent or the equipr.ent haa arri Ted in China .-ta J\u..Jl&_ing and baa been re­
!oa'tt oo ruck• routed to Chunt;kin~ · It il thoutht to be nry doubtful If ..,ch benefit 
w!ll be cer\•ed fro• thla enterprise within t he next alx ~:.ootha. 

v. tn addlttoc to the Af ore-ment ioned taintenanoe tac111t1ea, amall aeTTice at at1 ona 
eue h1n ut•blhhed apcr oximately one h\andre4 Jcllo·Mtera apart which are c.apabl• ot 
:ak~ ~errency repalra and eerviee calla on the Yth1clel paaeitt& throu&h their territory . 

I will be in Kwe1yang until the twenty-th ird of th!o =•nth and will then proceed 
>::to ChYr.gk · n& ror a short period before a ccompanying llr. Saul to Laochow. 1ie will 

to thl o c 1ty by motor oar and r eturn on a plano a few days after the fifteenth of 

1 " hopeful the.t Me ear•. Sheahan, 'tlr . Pt.n and Dr , Buck had a very pleasant 
re~:.rn trip to Ameri ca and also extend my beat -.ithel to you and youra . I e.lao rlah 

t> rea!n , 
Sincerely yo~ra, 
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STifJcTL y CONFJDENllt\l 

(Confidential) 

?.ri.Rl.. PH RASE 

" telegram of J.:ay 21, 1940, to the :.meri can Embassy 

at l"aris reads substantially as follows: 

'.merican Consul Reed reports from ~unoi under date 

•• e:.J 15 to the following effect: On account of the uncer­

tain conditions prevailing in t te Far Jest and the alleged 

need of keeping a stock of trucks which may be pressed 

into service in case there is an adverse develop~ent in 

tta situation, for the ti~e being the Governor General of 

:ndochina has forbidden the exportation to Chine of truc~s . 

according to infor ma t ion reaching Consul aeed. This ac­

tion affects about 650 trucks wnich are at liai phor.g now 

and which were bought through the Universal Tradi ng Company 

as e r usult of the Export- Import Bank orGdits . 

• he .~bassador is re~uested , unless he has reason 

for not teking such action, to convey t r.is report to the 

:r<mch ::'oreign Office in such a \18.Y e.s seems appropriate 

to him. rie is also desired to re~uest with emphasis that 

arrangements be made to nake sure that purchases made in 

this country under t he oredi ts in question be allowed to 

; rooeed without hindrance to China. 
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• heral llunau of ln""tfeatbm 

•nttdiMatH Bqqrtment of Ju.tfn 

_,,nvton.LC. 

~~~ llq 21, 1940 

t ~ • J 
~· 

Tha llononhle 
Tba S.~atary ol the rr.uur)' 

ll'ubingt.on, D. C. 

10' dear llr. Secretary: 

~ 
I thouaht ;rou llisht ba intaraeted in the followine 

intor&&UOD eoneernina' eoDdiUODII at two plaota or tba C&megie­

Illinoia St"l Corporation in Obio. 

Inl'ormatioa baa bMD receind frca an official ol the 

ahon corporation, wbich u, itaal.f , a aubsi<Uary ol tha UDited 

States steel Corporation, to tha effect that rec:antl,y appare~~t 

athapta w re mada to dellberate}J' injure tha geara in """ ol 

tha ll1l.ls in the llcllouald Worka ol th1a CC>IIIj)&Q;r' at llcDonald, 

Ohio, b;r placing four ateel ehiaala t.Dd tweln loo .. aetal 

rinb in the bottca of the gear bcxx. It wu iDdieated that 

tha geara in queatioo are uaed to operate a aldd tabla, which 

ia appl'cxxiaatel.T Dinet;r feet long t.Dd t .. l.,.. inchae wida, mel 

thia ald.d table aarna aa a corrn.;ror in IICIYing ateel to the 

furnacaa located inaide tha plant . It waa indJ.cated that, 

fortuoate}J', an inapectioo of the par bax in queation revaaled 

tha &boTe coDdition prior to the occurrence ol actual i.Djur)', 

.mar...poo tba foreign ll&tarial waa .....,.,ad t.Dd the gear bcxx 

properJ..T cleaned. The &bon Mntioned otfieial adrlaed that 

tba <Usconr;r ol tbia condJ.tion in the gear bax undoubtedl.T 

prnwrt.ed aeri011a i.Djur)' to tbe gaare t.Dd that tba r.plae-.rlo 

tbareol would J>ava anteiled co~~aiclerahla ~ and dirticult;r. 

It wu in<Ucated that appl'cxxiaatelJ' 12~ apl.QTM& 

onlin.ar1.l.;r ba•• accua to tbe portion o! tba plant 1D 'llhich 

tha gear bQx in question ia located and, turtbar, that ouch 

tool& u at"l chiaala and -tal ri'l'eta eOIIld ba secured b;r 

ur;r -.pl.o;rae rrca nrioua tool baaa in tba plant with 

ccaparatin eaae. 

It wu alao in<Ucated that upon another recant 

occaaioa apparent ~ att.rpta wre undertakan in tbia 

plant, i.Daat8leh aa a portion ol ta-piiP bb"""nr wire 

~ four ! eat J....,.. waa cliaeO'I'&red with ooa ODd 

25S 

J 
\ 

Regraded Uclassified



. • 

The Honorable 
Tho S.crot.&rT o! the Treu11J7 Page 2 

aocur~ !ut.enecl to tho jllllper on the etetor ot a 2,SOO hor .. -

ponr ~ectric 110tor within tho plant, the other oDd ot tho nro 

bei.ng attechecl to tho dip ring bu. bar ao tho rotor of INch 

1110tor. It wu indieatecl that thie wire wu wxiOilbtedlT at taebed 

1.D tho &bon taahion during a period 'Cion tho 110tor waa not in 

operation aDd that the coDdition wu !ortunatol,y <tiaconred b._ 

!oro tho motor waa placed in operation, tor 'IIIlich reaaon no 

actual daDap oeeurrecl, Acoording to an.ilablo in!oration, tho 

stator to 'Ciich one ond ot the wire wu attached noraall;r carri .. 

about 6,600 Yolta of ~ectricit;y aDd it wu indicated that 

operati0<1 ot the 110tor in tbe &bon mentioned ooDdition probabJ.T 

would have reaulted in tire ot out!icient intenait:r to cauao 

considerable damage within the plant. 

Upon another recent oecaaion, a 21-ineh metal bolt 

appraxiAat~ ~ incboa in diameter wu allopcll:r diaconl"'d 

botften tho teeth o! a emall pinion par d .. igned to moab with 

a larp dri'fo par within the Ohio Works ot the &bon mentioMd 

corporation, located in Ioungatown, Ohio. This bolt wu al­

lopdl,y disconred prior to COillllencement ot operatiOM b;y tho 

earl,y 110rnlng shi!t, !or 'llhi.eb reaaon no appreciable •ount o! 

dalllage occurred, althougb it has been indieatecl that !ortw>ato 

discover,. ulldoubtedl;r prevented serious injur;r. 

In!ol"JJI&tion has boon fUrnished to tho effect that ex­

tonaivo efforts on tho part of tho compan;r to ascertain tho 

1dent1t;y ot the 1Dd1Yidual or indiYiduala responsible tor tbo 

above occurrences have proved ent1rol:r unavail1.ng. It is stated 

that the cCJIIPUI7 in question has not experienced an;y recent 

labor di!!ieultioa, tho opinion haYing been YOieed that thaoo 

oecurroneN did not roault trom l abor disorders. 

Both ot the above mentioned plants upon some oceaaiona 

are enraged in ........tacturinr materiala tor the Artq ancl tho 

NaYJ, althalllh t ho &bon doacribed occurrences did not onteil 

or threaten actual injur;r to or destruction ot ~ Govol'OIMIIt 

propert:r or propert:r boi.ng unutactured tor t he Vlar or Nav;y 

Departments. 

2SO 
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Til• llollorabla 
Til• Sea~ of the '1'zoeu11r7 

'l'heae d&t.& .... al.oo ~ flarll18hecl to Br1pdier 
(lenerel Sberun IIUaa, Aaai.atant Chief of Staff, G-2, War 
Department, and to a.... Admrel Walter S, ADdereon, Direotor, 
NaTAl Intelllpnce, tor their into:noatioo, 
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•mn~ Warna IJf Jwndlpl .. a 
Wallftl esm. lqatlatal of Jal1n 

..... bqjluii. I. II. 

P•r•ona1 and 
conetdtntta1 

The Honorab1• 

11av 21, 1940 

The Seoretarv of the Treaaurv 
J'o1M ngton, D. C. 

Rdattue to vour 1ettlrr of 11a11 14, 1940, 
re/lrrtng to t~oraatton oonc•rntng Maz Rolan 
ond Hlnrv onachuld, I haUl turnld OUir to a 
repr111ntattue of the Secret S1ruio1 Diui•ton 
of vour Departaent a coap1ete •u..,arv aemoran­
dua upon Unschu1d together with all inforaotion 
contained in the Bureau ' • / !lee relatiu• to 
the•• tndtuiduala. 

2SS 

• 
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Secretary of State 

Washington 

ATTACHE COM!.IERCE . 

74, May twrnty- first . 

PLADI 

12252 

266 
Tol:yo via Sh4ngha1 and 11 . R. 

Dated J.lay 21 , 1940 

Rtc 1d 6: 36 p .m. , 23rd. 

During past <1t £k there ho.s bttn gro11ing ro:al!za­

tion i n Jn?ar.ts£ businEss circles that recent E·~~tan 

devElopmEnts may havE far- reaching and unfavorablE 

innutnces on nat i ons forEign trodt , and teono.ny as 

rEsult of intvi tabl t s t r engthening of in•;>ort and 

export control<> by nnttrl.\1 aa well as btllie;trtnt 

nations . Indieo.tiompoint to probable ntcEasity of 

revising current materials mobilization plan to meet 

sil.1.'·""'tion , s ince plon primarily concerned >11th s ecuring 

adequate supplies for mili tary replenishment and in­

dustrial productivi ty expansion schlints i n Japan and 

other y en bloc areas. According statcnent FinancE 

llinisttr May thirteent h t h Ere is little lik Elihood 

that barter arrangtHt nt with s terl ing b loc would operat E 

due f act J apan requires war materi als rather than gmtr­

al merchandisE. Of fici als have also emphasized nec­

essity making satisf actor y arrangements f or importation 
vi tal 
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~,.7 .... o 

vital r.u1tcrio.ls under present c onditions although littl e 

hope entcrtaintd that Europeans supplies will be in 

position ,,,al<e further shipn1ent c\ue i ntensi t y hos t 111t1rs 0 

Stoo!c t:!Sr l:et operations of post vtt e!t have been chaNlcteri­

zed by cautiousneos due continued unGcrtointy rqj::.rding 

otntuo future t r c.d£ rela tiono rrith tl cth erlnnds Indi ~s. 

;.ppreheMion prEVailing regordinc fUture :.uppli es 1n.,orted 

rc.•t ..,:;tericls rcocttd unfavorabl;; on !nduntri a l sha':'£ 

ql•otoUono ::.nd pric rs o.vcroged lppro::;irro.t Ely declinE one 

poin t dur i!'.g rr ccl>• Yen stErlinG rateo fluctuat:d b r ;;uccn 

one o:dllitt(l fi ve anU. on£ eighth pence o..1r\ one ;l.v£ and 

t! irtccn ni:-t ccnths . Yen dollor:J ro.tco u:-~r ! ~n:; ccl . Due 

fnct ocvcn t y per c ent l nco:tt !'rot~ J<lpr.ne:~e t:.rep o cn ~hip-

pin£1 l' outcs rcc ci.ved l.n otn•li~ , recent slump otcrE.ng 

l'~portcdly co.using c :mc crn in l oc::.l ~hipping circlEs ::.nd 

there l":ls b een 30!:e o.gi tat i cn i!l rcvor quot•n& freight 

t••te a in dollars. Press r~por c:1 Dtct e all nhipping cC'm­

p_nie:l \Jill join raov 01tnt if cxchnn(le rates fall to one 

ahillit~3 sixpence. In further Effort suptlort valu e J apan­

Es c d.lttar y- notes circul atins in Chinn, Centr a l Chinn 

l111ison ofi'ioe of Chine. affairs bollrd plans int r oduc e 

dcfinl.t e r,1£asur cs includi ng restri ction of be.nl: loans of 

L~llitnry no t es i!nd c:;;bmsion scope a::xistinG co:=oditit:l 

txchnn6ts , t hrouoh "hich GOOds obtained for military notes , 
t o 
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to include cont rol of comood1ty di stribution. Bl ock 

fiVE hundred nullion China incident bonds floated May 

fifteenth of which two hundred million taken by deposi ts 

bureau and bal ance by Bank Japan. Bank Japan ' s not e 

circulation Hay eighteenth reported at three one three 

naU3ht ~illion, decline six four million past week. Loans 

fell by t;urtern million to four nine three point ci<;ht 

nl.llion. necent firmness money :narl:e t rcporto:<!ly r!s!>On­

siblc i'or difficul t y 17hich South Uanchuri n railws:r ex­

peri encing in d eb entur e flotations with r cault t ha t for 

first time recent yenrc concern rorccd scc!c financial aid 

!'or bc.nking !nstl.tuti ons and ncc;ot!e.t!ons report edly 

266 

under way with i ndustl•ial b ank for t l1l.rty n illion. Further 

ohsrp expansion bank l oans noted during April altr~u~h 

net i no.r cnoc total lonns uhich amounted tno five four 

s even fJvc ci~~t thousand ov er previous mont~s uas sliGhtly 

tclou increa:e in d cpo:ito uhich totaled tvo siA t wo tr.o 

six one thousand. Total cut:tanding lonna all bonks ET.Cept 

B::mk Jopo.n emountcd onE one eiGht t110 one one five eight 

thouoo.nd end April, incrcao e ttto nina f our five f ive 

nought t hree thousand over oomsor.!pEr . Agr;rcgatc dcpooi to 

some elate reachEd one five nine thrac seven eight five 

nine thouao.nd, incrt:J.OE thrEE four :.:'our five fiVE seven 

nauGht thouoo.nd over comoa;:>ptr . Bnn!<o security holdings 

dropped by nine naught five thr££ thousand during April to 

Eight 
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eight ocvcn six four naught Eight tight thousand but 

i norcaotd one tour four five four naught three over 

ooms~per. April bill oltar1ngo all Japan totaled tour 

t\"lo t our threE five thrEE OllE valued one zero ocvcn 

tno Eight five sEVEn zero thousand yen, declinE one five 

per cent volume but increase one point nins per cent 

269 

value compared ,rcviouo month period compared oomoampcr, 

.\pril clECU'ill{!s registered ocvcn point three per cED.t 

volunt and tour cix point naught per cent value increasE. 

FailurE bill clearings show usual seasonal declinE value 

following :L'lscal year end SEttlD.tEnts March reportedly 

attracting attention financial oirclca as fur ther i ndica­

t ion inflationary trend. Total clearings first four 

months reached one six five seven eight thousand valut~ at 

t our zero seven four zero million yen, increase eight 

point one per cent volumE forty point Eight per cent value 

over oomsaqrcr. Bank Japan ' s index Tokyo retail prices 

liay tift tenth repor ted. at two ai:t two point sevm, ad­

vance one point three per cent during month. Ot hundred 

1tona surv eyed eight increased ninE declined balance un­

ohan:;cd. Foodstuffs advanced on£ point one per cmt 

clothing one point nine per cent other onE point siX 

per cent fuels unchanctd. Bank Japan' a Tokyo wholesale 

index April reported three on£ thrEE point nine, advance 

point au percent over previous tlontho Oovcrn:~~cnt rc-

po~ llc:d.J' 
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· 5- #741 llay 21 from Tokyo 

port Edly intends revolt£ Art1ol £ t<1irty- onc of nati onal 

general oobilizati on l aw which authorizes officials to 

inspect commodity stocks held by firms or private indi­

viduals . !love prompted by- desire for accurate information 

rEgarding stocks important connodi ties withhEld from 

'"larl'tt as uno,"ficial military survey principal cl.ti cs Ius 

indicate<l tvi6.tnces of hoarding. i.inistry Collll!trce end 

Industry re!J(>rtedly c onsidering ~:~onctar;; ltvy on ua::'Eh :>usts 

textilE export goods to stinulatc shi~nents . Plsn under 

considcr~tion providEs for taxation, yarn stores over 

two months , f i nisoled cloth over t weE ~oonths end pl ain 

cl oth ovEr five ~onths . Considerable oppooition dE­

veloping from suga:.· int erests and largE consumErs to 

Cor.ncroc l'inistry1 s plan for sugar rat ionin(; from July 

first on grounds that proposal to introduce syst cm. fl. rst 

in la.r g c cEnt trs and eventually to agrarian artas uill 

furtt cr intensify- prevailina ohortaccs in labor areas. 

Sugar interEsts arE urging Govcrnnent to adopt ration 

plan drafted by Council for cooperation in cEntral price 

COntrol \1h1Ch providES for synchrOnOUS enforomcnt 

throughout nation and individual quota of poir.t siX five 

pounds I'IOntbs instead of point seven Eight pounds. Due 

difficulty ant i cipatEd in securing adequat E oil suppli es 

v1£Tt European situntion R!lil:·ay3 l'iniatry h3s ordered 

further cut gasoline quot83 rro:n June first . Taxi allot-
ment 
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ment reduced from tno and one halt gallons to two gallons 

dailY• ReportEd Raw Ootton Deoltrs Association bas decided 

oanoel prohibition on salt ra1r cotton to cotton mills 

immtdintelyw Follot~ ing deliberations on CEntral Raw 

Silk Association plan tor cnforoonent raw silk stabili • 

zation plan, the Japan Raw Silk Reelers Federati on agreed 

to proposals outlined in laat neckly oablc and is gener­

ally anticipated that fo~al approv~l agricultural au­

thorit ies will s~ortly be forthcoming and measures ~adt 

effectivE from July first , Official estimate ot spring 

s1ll(l'lorm brushing at f ive six two two nine thousand 

grlll'o1S , decline four point two per o cnt bElow comsmnpcr 

and lowest yield recent years , Pruo rt!)orts attribute 

decreas ed producti on to lower mulberry leaf production 

originated from labor shortage and unfavorable weather 

conditions , Compulsory rice buying scheduled for intro­

duotion Aioh1 !)rtfecture from Uay tncnty- tirth. Foreign 

t r ade acoond trn days read thousnnds exports one naught 

nine tTto nine s£Vrn, i mports nine nought six nought five 

nin£, Hokko.ido spruce exporters reportedly flooded uith 

ordErs frOOt world marl:cts as result host1l1tic~ in 

Scandinavian countries and expansion milling o~paoity 
undernay to hnndle inorc:wtd buoincso. Oovcrnmrnt ~so 

reportedly assisting cxportcro of venter ohcsts by 

supplying mttol strips, nails , and lumber re~u1rEde 
First 
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Firat quarter shook shlpmcnto ~11 typco t otaled t hrEE 

two ol.x thrEE thous:md set s , 1norcao t approx!.mat cly 

oixty per cent over c omanmpcr. Induotrial share prices 

ciahtecnth av cr aac ninet y four point ninety s ix index 

ni nety seven point thlrty two rteel<a avErage ni nety f ive 

point forty t<~o indEX ninety sev en poi nt seventy nine. 

(END) SiGned Smith. 

INPO!tti co;..<:ERCE. 

GRE\1 

LHS 
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secretary of Stat E, 

\/as hi ngton. 

RUSH 

782, ua~ 21, 10 a . o . 

FOR T!iE '.'R EA <:tRY 

ORAY 

PARIS 

Dated Llo.y 21, 1940 

REa ' d 4 :55 a .m. 

The Ban!< or FrancE confirms that the head of thE 

B:mquc D~ BEl GiQUE 1s now located 1n Par1s and rr.ay bE 

addl' ESsEd in carE of thE Bank of :>rano£1 Paris . 

BULLITT 

REP 

273 
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!ISM 

secretary or State, 

Washington. 

36, May 21, 5 p. m. 

POR TREASURY. 

GRAY 

t11lan 

Dated llay 21, 1940 

Reo ' d 1 :44 p. m. 

274 

?.'oday ' s prices as follows : 189; 322;502; not listed; 

959; 189. 75; 15100; 58 . 75; 213. 500 Velum£ 1131 925. 

Active selling drove practically all quotations to 

new low levels for the year apparently due to pcss1.m1sm 

over political outlook. 
SHOLES 

W'IIC 
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Stcrctary of State 

Washington 

1447, May 21, 5 p . m. 

OIUY 

B~rlin 

Dntcd May 21, 1940 

Reo ' d 9:45 p. m. 

Wy No. 1232 of May 18, noon. 

FOR TR~ASCRY FROM HEATH AND FOR D£PART~8-T 'S 

INFORilATION. 

The launchin~ of offensive milit~ry operations 

during the second week of May had no striking reper ­

cussion on the Reichsbank to judgE from its statrmmt 

for May 150 Its total invEstments in oommcro1al and 

GovErnment bills, sEcurities and collateral loans and 

275 

its note circulation declined as is usual i n the f irst 

half of the month although the dcol1ne was srns.ll in 

comparison to the largE increase l n these items during 

the fourth weEk of April . Total investments on May 15 

stood ~t 12546 million marks as compared with 128003 

million marks on April 30. Offsetting 1n part"howtver 

the decrease i n invEstments of the Rtichsb~nk was ~n 

cxp~nsion in the ittm miscEllaneous assets which contrary 

to the usu:ll movEmtn t during the first hnlf of the month 

rosE 
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-2-#1447, Way 21 , 5 p. m. from Berlin. 

rose from 1927 mi lli on marks on Apr i l 30 to 2087 mill i on 

marks on May 15 prcsumahly os o result of nn increasE in 

direct Government borrowing from the Rt ichsbank, 

Not£ ciroula tion at th£ mid month was 12105 million 

m~rka as contr asted with 12479 million marks on April 

30 ~nd 11737 mill i on marks on Apr i l 15, Not£ c1roul~tion 

would undoubtedly h3vt shown a steep rht had it not been 

for tht foe t th:: t thE 'p:>y ~nd EX pEnS E:J Of troops eoving 

into Belgium, Rolland and Fr•ncc wert being pai d by script 

issued by the Rcichskredi tkasst (or r. my telegram No , l443 

of M(\y 21 , 2 p. m.) which is 'i.Uthoriztd to lonn thE Re i ch 

(I , E, Issue aoript) u p to 3 billion marks for its expenses 

in Norw~y Denmar k, Holland, Belgium, Luxemburg ~nd occupied 

France , Offsetti ng in pnrt t hE dccrc~s t in note circulati on 

W) S ~ 1ncrcos t of sight deposits from 1714 mi llion marks 

on April 30 t~ o total of 1925 million mnrks on ~y 15 

which is the highest figure for sight dcpoeits since 

Dtotmbtr 31 (2018 mill i on marks) a da te on which undEr 

norma l circumstances both sight deposits ond nott 

c i rcula tion rcnch tht h i ghest point of thE year . 

KIRK 

EMB 
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Sec~etsry of State , 

Wo. shi ncton. 

130·!, •tay 21, 6 p . m. 

PLAill 

London 

Dated Uay 21, 1940 

Reo 1d 2 :14 P• mo 

FOR TREASURY FROI1 BUTTOl\YORTHo 

277 

':'11£ British securi t y markets clos cd unaffEctEd by­

today ' s war devel opments becau se the Bri t1sh censor held 

up th£ news until after that time. In the cruci al i m­

mediacy of this moment economic considerati ons art irrele­

vant , much less finance whi ch in any case in war is m~ely 

canouflag E requisit i on. 
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liflll 18, 1940 

The Bonorabl• 
Th~ S•cr~tflrll of the TretJaurv 

J'tJahlngton , D. C. 

1111 d~ar Jfr . Secr~ttJrv: 

InforntJt!on htJa been recetved from tJ 

co~ldent!al aourc~ bl/ one of the F!•ld Dlv! ­

stons of thla Bureau conc•rn!ng th~ Coaaun lat 

l'llrtl/ Convention held at StJn Franc!aco on lltJII 

12th. 

J'Ullaa Schne ideraan, Secretaru for 

the 13th D!atr!ct , b•gan hle address ~lth the 

f ollo!D!ng "!lot a Mn, not tJ cent , not a gun for 

!r.p~rlalist tJnd atl!tarv pr•parations." He 

fUrther indicated thtJt the Cor.muniet Forti/ tJnd 

the C. I . O. 11>!ll coabin~ to carrv the }Orfll 

program out efJ~ct! ve iiiiJilediat~lll, con cent rat­

Ing the!r activitiee on d~laving production in 

tJircrtJjt Jactor!es, chem!ctJl pltJnta tJnd ah!p­

varda. Ordera will be given to the s~otton 

letJdera who ~ill follow th•!r own !nit!tJt!ve 

In d•ltJving production. 

A,tt•r th~ Presid•nt 'a tJddreu before 

Congreaa, a loctJl }Ortv oJficitJl advls~d proptJ­

gandtJ tJgai nat the Gov•rnm~nt ~ould be lntenal/led. 

Till!tJa Schne tderatJn made tJ statement on llau 17, 

1940, thtJt tJctlvitlea ~ould be redoubled agtJinat 

th~ Douglas , VUltee and Lockheed aircraft mtJnu-

Regraded Uclassified
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Jootu rer• , oa "Pruldcmt Rooaevelt Ia not going 
to get 50 , 000 olrcro.ft o 11eor IDhtle IDO rhra ore 
etarvlng tn Amctrtca." 

Upon receipt cJ additional lnJorao­
tlon concerning the obove , 11ou IDill be tmnedlotctll/ 
odvlud. 

Stncctrelll 1/0ura , 

~·~~ .. 
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lift, l'IOIIM K. NHOHlll 
PIIUI~ UU'RMl'ft' or OHIOAOO 
OHI CAOO ILLIIOII 

ornoiAL 

IIA% 21, lt40 

II YXh or SEI\IOUS Sl'rUUIOI A!IIOA!l WOULD CIIIZA'I'U 

Al'PIIECJAft IF YOU wcm.D MAD liAR Dll JACOB 'fiRJ\S 

SERYICIB A'f.ULAII..E '!'0 'I'KE '!'llbSJJa S!OP DR YIUR 

I S R£'l'\JNII IIO 'fO CHICAGO 'I'ONIOlft 4111) 'lfiU. Oft IW 

TOUOH !liTH YOU D~ UliD RmAilDII 

JII:IIRY IIDROIIt'IWI Jll 

. "83 
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Secretary ~r Stat e 

\1ash1nc ton 

790, llay 21, 7 p . m. 

SECTIOli OIIE , 

FOR r.:':i E TREASURY • 

GRAY 

PAPIS 

DatEd May 21 1 1940 

REO ld 4 126 p.m. 

284 

ThE Bank of France bas instructEd the banks to limit 

the ~dount of Belgi an banknotes which may be converted 

into French f rancs to 2000 Belgian francs per i ndividual 

per fortnight . Heretofore, the limit for an individual 

1tBS the s ame as that for a family namely 5000 Belgian 

francs per tortn1gb!; , plEasE su Einbassy1 s telegram No. 

755 ~ay 19, 6 p. m. This n£W limitation entered into 

Effect this morning. Barrett or the Guaranty Trust ~"Jho 

conv eyed this intorma t1on to a member or m:!J staff last 

evening also said that the account ing section of the 

ForeiGn ExchangE offic~ bctn moved to Vic~ yesterday. 

He bcl1 £Vtd that other scot1ons or the Foreign Exche.ngc 

offi o t \'IOUld r cnain in Par i s ror the t i mE being~ 

END OF S ECTION ONE, 

BOLLI '1"1' 

UIS 
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secretary of stat e, 

\'lashington. 

GRAY 

PARIS 

Dated Mo_y 21, 1940 

Reo 1d 3 : 55p. m. 

796, L!ay 21, 7 p .n . (SECTION T\'10) 

285 

Today t s Journal Offi oicl publishes three decrees de­

signed to increase the Government ' s gold and foreign ex­

chang£ resourc es . The first stipulates that the American 

or Co.nadian dol lar bani< notes owned by any French national 

who is a r Esident of France or o.ny French "moral person" 

(i . e. cor por t ation, partnership, company, ct cetera) or 

thE ?rmch branch of any forEign "mornl person" must ti thcr 

be turned over t o thE foreign exchange office before June 

30, 1940 or depositEd before that date to thE credit of a 

dollo.r account carri cd on t he boolc.s of a bank i n France. 

The Ei nis t cr of r>inano c vt1ll dtsit;no.tc th£ bar.l<s which 

may hold accounts of this type. 

BULLITT 

CSB 
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Secretary of Stat e, 

'.'!aohington. 

GRAY 

Pari s 

Dated Uay 21 , 1940 

REc 1 d 4:38 p. m. 

7961 J,!ay 21 , 7 p, n:. (SECTION THREE) 

Foreign nationals nho arc residents of France must 

aleo dcposi t in such accounts the l\!ntrico.n or Canadi~.n 

dollar bani< notes \7h1ch they hold in 1-'r::>nce , As from 

June 30, 1940 no Frtnoh or foreign rtsident o:: Fr<:~nce 

and no French "r.10ro l peroon" or the l>rench branch of any 

!'orc1gn "moral person" lllLIY holu t.meri con or Cnnadi<:~n banlc 

notes r1i thout opcci::>l authori zation of the biinister of 

Fi nane c. 

286 

The second decrEE provides that oll French "moral per-

son" and all French •moral person" who:e principal fltld 

of activity i s in France or French po3ots o1on3 oust turn 

over to the B:mk of Fra nce before June 30 , 1940 all gold 

in bullion bars or coins ovmed by them in France or abroad. 

KLP BULLITT 
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Stcrctc. r yo·f Sta te , 

"lc. sh ington 

ORAY 

Paris 

Dnt td May 21, 1940 

Rtc ' d 4 :35 p . m. 

796 , ~lay 21, 7 p . m. (SECTION FOUR) 

287 

Tht thi rd c!ccrE£ stipulattd th.ot oll .'uncrican or 

Ca nadien ~ccurit1ts hcld in Franc£ or abro~d by cny ?rtnch 

notiona l ,.,ho is a rtsid m t of Franc t or any Frtnch "moral 

person " or thE Frtnc~ branch of c ny forEign ":oornl ptrson" 

must bc dcpositt d with ecrtoln bonks to be dcslgnottd by 

tht llinistc r of Finane£ . Sim1larly thE Accrican or 

Can~dion dol lar cxcMngE htld abroad "in nccounts o r in 

any othE r form" by thE indlviducls o r cntitlts mEntioned 

s bovt must b£ t r nnsfcrrtd to the crtdit of an =cccun~ in 

their n~"'t carriEd by one of the banks to be dtsi&n~ttd 

by tht ~lnistcr of Finance . 

9ULLI TT 

KLP 
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Oat cd Llay 21, 1940 

Rcc 1 d 5 :58 p .m. 

secretary of Stat e, 

washington. 

796 1 Way 21, 7 p . m. (SECTION FIVE) 

The Journal Offic!cl also publ i shes a series of 

decrees pr ovidill8 that the "property right-: and i nterests" 

in France of French possessions belonging t o Dutch, 

Luxtmburs or ~Tor>7 tgie.n nationals must be declared and 

authorizes the Govcrruncnt to s cqucstra te such holdings , 

The above prov!e~ons arc only applicable to nat ionals of 

these countries who arc now residing i n occupied or enemy 

terri tory . It will be recalled that s imilar measures were 
/ 

intro:l.uced in regard to the possessions of s·d(;ian, Danish 

and Czechoslovak nationals ( please sec Embassy' s telegram 

number 542, April 29, 6 p . u:. ) 

In a not ice to intcrmtdiari co appearing today the 

Foreign ExchangE Office announces that certain 'approved 

i ntermediaries' have been authorized to ship abroad, 

previously referring the matter to the Forei gn Exchange 

Office 'Class D fore i gn sccur! t i cs ' (i. e . securi t i es issued 

in ' hard ' currency countries (in order that such securi ties 
may be 

Regraded Uclassified
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- 2- 796, »a1 21, 7 p.m. (SECTION FIVE) trcm Parle . 

mn1 bt sold for ' Class A forEign ourrtno1ra1 (1 0 Eo ' hard' 

forEi gn ourrEno1ts) . Tht prooEtde from auoh salta must bE 

turnEd ovEr to thE ForEign ExchangE Off1ot within two 

montha. 

KLP BULLITT 

289 
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I!P 

Secretary cf State , 

l'lashine ton 

GRAY 

Paris 

Dated Way 21, 1940 

Rcc ' d 6:52p . m. 

796, May 21, 7 p. m. (SECTION SIX) 

A communique of the Uinistry of Finance published in 

today's press states that all refugees from Bclgi~ 

Luxemburg and the Netherlands must br~ng to "an approved 

intermediary of the Porcign Excha ngE Office " within eight 

days foll , wing their entry into Prance all stocks and 

bonds, securities and coupons ond means of payment "which 

they carried with them on enter ins France" . "!.!cans of 

payment" arc defined as "French, colonial or foreign coins 

and bank notes, chEcks , letters of credit, bills, drafts 

and other sight or short term credi t s of the same t7pt 

exprEssed in any currency whatsoever (with the exception 

of coupons a nd sovcrnmcnt securities and other negotiable 

sccurl tiEs of a fixed maturity). 11 The ap9rovcd inter­

mediary will return these financial holdings to the owner 

after havins drawn up a li3t of them and certified to 

its correctness . One copy of this lint will be given 

to the owner and ~ust be shown ony ti~t foreign "means or 

payment 

290 
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MP -2- 1796 , May 21, 7 p. m. , from Paria 

paymtnt" arE aol d t or FrEnch franca. 

(END OF lo!ESSAOE ) 

BULL ITT 

KLP 

291 
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PARAPHRASE OF 'l'ELBOlW( RECEIVED 

FROM: 

!lATE: 

NO.: 

.American Embaee:r, Parie 

May 21, 1940, 5 p .II, 

791 

FOR THE SECRETARY AND THE SECRETARY OF THE TREASURY, 

The Belgian Finance Minieter, Camille Gutt, and 

George S. Janesene, Governor ot the National Bank ct 

Belgium called on me this aorn.ing to ascertain whether 

Cudahy had received instruotione regarding the authentication 

ot security destruction oertitioates similar to those 

contained in the Department's telegr~ 404, May 18, 

3 p.m. (Ruett had discussed the matter with them yesterday). 

I told them that I did not knew it such instructions 

had been sent t o the Brussels Embassy. They then 

asked it we would repeat the text to Cudahy. I aa1d 

that we were unable to communicate with Brussels and 

added that the Germans undoubtedly would punish 

severely any Belgian who attempted to have a certiticate 

ot this type authenticated by our consular otticere. 

They agreed that it was probably teo late to take any 

action 1n the matter and said that the only poss1b111ty 

open was tor Belgians in occupied areas to ' pertorate • 

the American securities 1n their poaseae1on. 
Str1otl7 Cont1dtnt1al 
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STRIOTLX OOJ!liDUIT11• 

One ot a:r statt vaa 1ntor.ad b;r Outt that ln hh 

opinion there had been a reaoYal to rranoe, prior to 

Gilrman ooouJiatlon ot Belglua, ot the aaJorit;r or 

American aeouritlea held b;r t he three aai.n banta ot 

Belgiua. He vaa also intoNed b;r Outt that before it 

was 1nYaded Belgiua had sent l ta total reaerYe ot gold 

to l'ranoe. It vaa the feeling or both Gutt and Janaaena 

that around a third ot the l!letherlands renrYe ot gold 

had been let t i n the Netherl.anda. Neither Janaaena nor 

Gutt knew the whereabouts ot the atabil1zation-tund gold 

or the Netherlands. 

The Embasa:r vaa inror.ed b)' Hr. Janssens that 

he would furnish it Yith a oop;r ot a letter Just aent 

293 

b;r h1.m to the FedeJ!al ReaerYe Bank ot New York Yith reapeot 

to the status ot the Jlatlonal Bank or Be lgiua at the 

preaent tiae. 

BULLITT 
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Kay 21 , 1940 

5:55 p . m. 

(HU,Jr telephoned the following trom his home.) 

I juet t alked to Je rome Frank and he said 
he wanted to close the New York Stock Exc~~nge 
to~rrow and eo did Ur. Eicher, but the ether t wo 
oeobers d1d not . I told h1m ae ot tonight my 
recc~endation was that we do not close, that we 
keep it open. He said, 1 What about it if the 
war news was worse tomorrow morning? 1 I said 
I w~~ld be at my offi ce t omorrow at 81~0 and to 
t a lk to me then. He s9.1 d t he Federal Reserve 
Board recommended to keep i t open tomorrow. 
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Stcrttnry of Statt, 

Wnshington. 

1.443, Uny 21, 2 p . n . 

H:; 1308, l~ay 12, 9 a . m. 

GRAY 

Btrl1n 

Dnttd May 21, 1940 

Rto 1d 10: 10 p . m. 

~~'OR TREASURY FRO :.\ liEATH AND FOR THE DEPt.R'lt1EN'l' ' S 

Illr'ORJIATIOll . 

By two dtortto dat td l,lay 15 the scopE of activity 

295 

of the RE1chnkrEdl..tkasa£ ts tabl1ohtd 011 J.!ay 3 to l.ssut 

GErman 1111\rk scrip for the pay o.nd expeno ES of tht Gerr:to.n 

forcts of occupation in Horvu1y nnd Dtnnark (sEt my t£1£­

grwn undtr rtftrtnct) has bttn cxttndEd not only to cover 

i s3un.lO E or scrip for mi litlll'Y nnd acministrati v£ expenses 

i <l Holland, Bclgiun, Lu:<wburg and occupiEd Franc£, but 

npporently also to assume ctntr nl bankinG functions 31ncE 

it i!l EtlpOwtrtd "to r tgulatE r.10n tto.r y payments and crtd1 t 

t ransactions" in thesE artas . In addition it is authorizEd 

to cngas£ ln such ordinary banking opErations as : (one) 

purohao£ and salE of bills and checks , (ttto) loano on th£ 

stcurity of cor~troial bills , oEcuritics and mErehnnd1st , 

( t hrEE) l oons to publi c institutions, (four) ncctptnnoe of 
non-inttrcat 
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haD - 2 - No. 1443, Hay 21, 2 p . o . , froc Berlin 

non- interest bcarinc dcpooits and performance of ~onctory 

· · ":·.~f £\'!1 , (fivE) acc eptance of objects of value for safe 

::ccpinll and adl:tinist ration and finally, (oix) Mrrying out 

11 banlting COtlr.lission transactions of all Jtinds espECi:llly 

o~lleotion of bill s (drafto) und othEr paper" . 

~'he functi ons of the no1 Krtdi tkasscn as expanded in 

the decrees of Ucy 15 ap~oxi~tt those accorded thE 

RtichGkr tditktts!IEn s et up in occupied Pol:md but llhich 

u crc later S\lPp:!.:mted by a nrn Pol1ah bnnk of issu e in 

Genera~ Covcrmmt Pol and (ace my telcgron llc . 1512, 

Sq'lte·lbcr 30, 1939, noon, o.nd Ho. 80, Janunry 11, 9 a .m. ) 

HOIItVEr the Polish Reichs!crtditknoot l'tO.s not authorizEd 

to buy and sell or l oan againot conmeroi al bill~ , to accept 

valuable ob jects f or soft keepi ng and admi nistrat ion nor 

to cn3ac;c in banking corv1iss1on transactions. 

Th£ Rciohskrcditkaoot for Poland v1o.s authorizEd t o 

l oan the Reich up to 1 , 000, 000, 000 L!:>rl<a and the pres ent 

Rtichs'crcdit!mose as originally constituted for Dcnr.ork 

and Uorwa:r 500, 000, 000 .,arlts . The n£tJ decree nuthorizco 

t!tc i nstitution to increase ita 1o11n to the Reich to a 

296 

total of 3 , ooo, ooo, ooo nmr lto . In othEr v1ords the institu­

tion can pay out to the militar y and aduinistro.ti vt authori­

t i to 3, ooo , ooo, ooo r.tar!cs 1n oorip. In t his connEction 1t 

is to bt not Ed t lult thE l oClns of t he !\tiohakrEd1tltaosE art 

not included in th£ oonthly :~tat tl:ltllt of thE REich' o debt . 

I n 

Regraded Uclassified



han -3- No , 1443, llay 21 , 2 p. m., frOQ Btrlin 

In Pol11nd and in Nol'\'1ay and Dr:mark Rtiolwkrcd1tko.ss tn 

scrip r1ao not issuEd in dtnOiainations of lr:ss thD.n 50 

ptmnigo , NOVI hOTl£VEr 5 and 10 pfEnnige coi ns will bt 

issUEd, 

To datE no branchEs of t hE Rtiohakred1tkassE ho.ve 

297 

b EEn established in Norwo.y and Denoark the scrip being 

issued dirEctly frac thE institution' s headquarters in 

Berlin, Branches are ncu bEil\6 set up however in ArnhEI.!:l, 

l!o.as tricht , GroningEn, Bcrzog, Enbuach and Utrecht in 

Holland o.nd i n thE city of LuxaJburg, Tht ratEs of cxclwnsE 

for thE nm tw.rlt scrip arc: 1 Dutch guUdcr equals 1 , 50 

r .arlto ; 1 !lElgi:m frnnc 10 pfennige ; 1 Luxexnbure franc 10 

pftnn1go; 1 French franc 5 pfennige, ThEsE rates of 
. . 

cxchnngE contrast wi th thE following Bcrlin official ro.tto 

on l!ay 9: 1 Dutch guilder tqunlo 1 , 327 marl;s; 1 Belginn 

franc 8, 36 pfEnnige ; 1 Luxa:lburg tro.nc 10, 45 pfEnniss; 

l French franc 5, 605 pftnnigs (1ntcrnal clEaring ratE) , 

KIRK 
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DEPARTMENT OF STATE 

WASHINGTON 

StRIOTLX QOR[IDD'l'WI · 
llq 21, 1940. 

'l'he Secretary of State preeente hie oo~l1•enta 

to the Honorable the Secretary of the 'l'reaeury, and 

enoloaee for an 1nd1oat1on of t he reply thereto a 

memorandua regarding certain gold hold1nge of the 

Vatican • 

Enoloeure: 

Xemorandwa. 

29a 
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anucn.t copnpnet. 

Xr. Jl7ron 'l'qlor baa reported to the Pr .. 14nt 

that the Vat1oan State would l11te to ehip to lew Yorlt 

tor depoe1t and e~elteep1Dg with lew York b&Dkere a 

eheable aaoUDt ot gold bare whloh 1t do .. not v1eh to 

eell. 'l'he Vat1ou aelte ot the tJalttcl Statu GoYel'JaeDt 

euoh a .. uranoe u other etatee v11h depoe1te 1D Aaer1oa 

are granted that the gold ¥111 be 1ntaot aa4 frH. 'ftle 

Vat1oan Yer.r auoh dee1ree to aYo14 aDT publ1o1'T on 

the utter, 

Xr. 'l'qlor urgentl)o requeete a NP17 to be 1n hie 

hand• at Roae '1'hue4q aorn1Dg, the twent)'-th1r4. 

299 
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'J.'he AP is asking tor 
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discussions with John 
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the possibility that he 

may be celled in to holp 

or ganize industrial facilities 

tor a viet ion. Do you 11ish 

to comment·t 
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GROUP ~!EETING Kay 21, 1940 
2:30 p. lll. Present 1 lo!r. Sullivan 

l:!eRe;ynolds 
Gra"~tea 
Gaston · 
Haas 
Schwarz 
Young 
Foley 
Klotz 

H .l~ . Jr: 

Young: 

Sulli VIlli I 

H. lo! . Jr: 

Sullivan: 

H. lo! . Jr: 

Sulli van: 

H. !.t. Jr: 

Sullivan: 

H.M. Jr: 

Mr. 
Mr . 
Ill'. 
Mr. 
l.lr. 
J.!r . 
Mr. 
lAra 

You (Young) are going to get those things back 
to me , aren 't you? 

Yes, air. 

Now, you (Sull i van) spoke to Yrs. Klotz about 
John Biggers , or did sol!lebody talk t.o you about 
John alggers? 

Lauch CUrrie talked to llle and wanted to know lf 
a man had boen selected and I said I d idn ' t know, 
I thought it was being negotiated nnd he said, 
~Yell , the President asked l!le to see Floyd Odlum 
at 4 : 00 and I hope nothing defini te has been 
done , • and I said, "I don't know." 

Floyd Odlum for me? 

No, the Presi dent asked h lo to see Odlum and get 
a line on it . 

Is it all right tor me to call up Lauchlin? 

Certainly. 

llhat else are you •rorryi ng about? Got your leg is­
lation all in shape? 

No, air . There waa a meeting thia mornlnS at the 
White House at 12:30 in regard to the now Navy 
bill Which I think is extremely bad . I t provides 
for the suspension of the 1\'alah- Healy, r:ages and 
Hours and Ci v11 Service and 1a retroactl ve on 
the N~vy supervision of contrac ts to last September. 
Here is a memo on it . 

All r i ght. 
(Telephone conversation with Lauohlin currie rollowu) 
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H. !l.. Jrc 

Sullivan: 

H.U. Jr: 

Gaston: 

SulllvAn 1 

li . ~. Jr : 

Sullivan: 

H. M. Jr: 

Klot z: 

Hen: 

H. !I! , Jr: 

Klotz : 

i: . ll, Jr: 

- 2 -

Personally, I woul d rather have his wife, 

I will aoo what I cAn do . 

Is Jacqueline her name ? 

Jacqueline Cochran. 

Sure, we need an aviator around hero. What do 
I do about th io! 

1bat ia a memorandum to tho President telling 
him how little you think of that Navy bill . 

It ls unnecessary, undesirable and defini tely 
objectionable, Ot he rwise , it is a swell bill. 

That is right . So far as the Bureau and Treasury 
are concerned, there is no objection to the pro­
posal of the British owning their own explosive 
plants here. I think the State Department defi­
nitely will object . I have called Mr. Serle 
and he i s out and he is going to call me back . 

Well , hold on to that , will you? 

I would like to have a eopy of that , because I 
d i dn't get it at first . 

In due eourae. 

All right , ean you wa i t! I ao glad you a re 
a ble to . 

It is too f ast for me. I can't keep up with it 
all. 

Say that aga in and "'ake a no t e r.hen we ge t on 
to powder , we will take it up at t hat time. 
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H. '-' .Jr: Hello . 

Opere. tor : Mr. Currie . 

H." . Jr : Hello. 

Lauohlln 
=urrie: Hello, l~r. Seoretar:v. 

-..: .H. Jr: How are vou? 

C: Fine , thank vou . 

May 21, 194o 
2 : }5 p . '!l . 

" ," , J :-: Lauch, I hear Via }'r· Sul l ivan tha t you ' re going to 
interview ~r. Floyd Odlum. 

C: Yes, he's with me now. 

:-! .".Jr: oh. There isn't some place you could talk to me? 

c: Yee.h. 

Could you call me back? 

C: ! will, yeah • 

.. . .. • Jr : Could you do lt now? 

c: Yee.h . 

"i •••• J~: Thank "ou. 

C: All ri.rht . 

2:37p.m. 

Op~rn tor : Go ahead. 

u .... Jr: Hello . 

C: Hello , l'r . Seereta.r y. 

-.: ·" . J~ : Lauch .•••.. . 

C: Yeah. 
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c: 

::.!'. J r: 

C: 

u •• , . Jr: 

C: 

!: .".Jr: 
,. , -· 

c' 

C: 

~. ,, .Jr: 

c: 

- 2 -
3!3 

All I wanted t o know was the !'resident i sn ' t t h inking 
or taking Mr. Odlum and sending h i m over here , is he? 

No , no. I ' m partly -- I'm arraid I ' m the gui l ty one 
he r e , Mr. Secretary. I vas speaking t he other night 
to the President and mentioned the name or the man 
I knew quite well whom I thou~ht might have some 
very good ideas through long associatio n with the 
lndus trv , and he sai d , 1 Why don•t you talk to him 
and see what h i s i dees are'" So that's ell ! ' n doing, 
eee' And I thou~t if I nicked up anything I'd pees 
hiM alo~g to you . 

Becauoe he tried to put across t h1e ohony deal w1~~ 
Curtiee-lfr1ght, you knott , Just last mon~~ and 1t 
tell through. 

Yeah. It ...... 

Pe ' B just a eoeculator. 

He ' s a very able man , ~'r· Secretary. I mean, I ' ve 
had some dealin~s with •. .. •.. 

\·/ell, lots or speculator~< are . 

Yeah. (Lau~s) ~e's very shrewd, and 1f I think up 
any interesting i deas or enythin" ~od Why • ..... 

Just-- and tben I he~r you -- vou don ' t like Biggers? 

I didn't know anything or h1m. This is the first 
I 've heard or hie. 

Oh . Oh . 

The •••..• 

lfell anyvav on Odlum I j ust wanted to make sure 
t hot 'he wasn:t being recommended t o me , becau•e •••. • 

N t he only t h ing was I was to see wha t h is idees 
w~~e and if there was anything helpful I could pie~ 
un because he knows a great deal about the persona -
ities and t he set up or t he industry, and he ~AY have 
a slant •• . . •• : 

o. x. 
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R.M.Jr: 
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•••••• that•e helpful. 

Thank ~u. 

C: All right, Mr. Searetar;or. 
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H. X. Jra 

oaaton s 

H. JI . Jr : 

Gas ton: 

H . !~ . Jr : 

Sehwnrzs 

Gas ton s 

Klett: 

Gaston: 

H. M. Jr: 

Gaston 1 

Gaston: 

3!5 
- 3 -

Oh gosh , thank heavens we can all laugh. nell , 
you can send this ba ck to tho President for his 
a ppo1n12Dent .fi le. I will put on, "No , No , Nanette! " 

Herbert , how i s the world! 

They had a successful graduation up there. 

Did everything go --

Everything went through all right aa far as I 
eould aee. We had a very beautiful day and 
very impressive exercises and got back home 
safely. I am wondering if we m1€Pt not be called 
upon for something in connection with thi s pre­
paredness program. '!'hey were planning 

I wish you had a picture to take or Ed Foley. 
We will get you ( Foley) a doll . 

We need a candid camera. 

I refuse to be too serious . Uon 1 t they have 
nice big dolls ? 

Yes , there are several aizoa, big and little . 

L1fe- s1ze . 

'!bey were th1nlt1ng about t&k1ng in a b\lndrod boys 
this !'all. I think wo ought to crowd theo to 
talco 1n all they can, 120 or 125. 

0 . K. by me , Miater. 

VIe need mor e room up there. That r eservation 
1m 1 t bi g enough. V/e need 1110re buildings. lie 
have go t a tra1n.l.ng station there at Fort TrUm­
bull that 1 s an a bsolute disgrace , buildings 
t ba t go back to be foro the Civil \'lsr and .,.., 
have got peopl e housed in there aa th ick a s 
they can sti ck. I don't know why the thing 
has waited so long. 

All right. 

'!ben maybe we can s lip ac>J:J8 thing else by. I 
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M. M. Jr: 
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thought maybe we could take aome or these 
omergoncy prepo.rednesa funds f'or some con­
struction up there. It would bo very valuable 
for that purpose. 

O. K. 

John? 

Sull i van : 'lhe machine tool people are disappointed that 
th e y haven't been called down yet . 'lhey have 
got their bags all packed and waiting for a 
call. 

a .M. Jr: Yea, General Brott called and sai d they need 
a coordino.tor on machine tools. Well , we 
will just have to wait. There ia no uso calling 
any more people down Wltil we have got something 
to talk about. 

Sullivan: The Pratt & 'oohitnoy attomoya wer o in this morning 
to work with Mr. Kadee and they had instructions 
to discuss only one motor, the 300-horsepower Vlaep, 
and I didn't understand that that was the situation 
and I t alked with ~/ilson and got him in New York 
and he had the no tea of' your first telophone call 
and he said that was his W1<1eratand1ng with you 
at the time and that he wasn 't prepared to say 
whether they would be willing to discuss t he other 
matters or not and I told him I would check with 
7ou and call him back. 

H. li. Jr: Pratt & Wh1 tne7? 

Sullivan: That is right . 

ll . M. Jr: Got a pencil? 

Sullivan : Yea , sir. 

H.•· . Jr: \'/asp R- 1340. \"/asp, Jr . , R- 985. 
i•hirlwind, R- 975. 'lbose are the 
Ar111y and Navy are asking for. 

curtiss-l'iright 
ones that the 

Sullivan: I didn • t g et the Wasp - the first number. 
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H.U. Jr: 

Gaston: 

H.~.! . Jr: 

Sullivan: 

H.!.' . Jr: 

Sullivan: 

H.!>I . Jr: 

Sullivan: 

H. tt . Jr: 

- 5 -

The Was p , R-1~40 and the \'/asp , Jr. , R- 985 and 
Curtiss-Wright Whirlwind, R- 975. 

Those are all lignt motors, 500-horsepower motors . 

And for your thing, the 1~40 is 600-horse the 
R-975 is 450 and the R- 985 is 400. ' 

He is r ight, then. 

'l'lho i s rightt 

Pratt-r.~tnoy , that those are the ones you dia­
cuesed. 

'lb.ose are t ., separate engines. 

Yea, air . lie want the license on 1S40 and 975, 
both. 

Let me eheck and be suro. Did I say Pratt-Y~itney, 
985 and 1~40? 

Sullivan : 'lb. at 1 s r 1ght . 

H. l-: . Jr: And Wright engine, 975t 

Sullivan: Right. I found out there are very definite pre­
ferences on a licensee, which is Packard. 

H. ~ .Jr: 'lb.ey want to license Pa ckard? 

Sullivan: Yea. 

H. !,~ . Jr: 

Sullivan : 

VIe haven ' t crossed t hat step yet. Get me the 
contract t1 rat , will yout 

Yea , sir. Now, lolr . Smith in the a>dget called 
Mr. Bell yesterday to d1scu~s the roorsanization 
ot tho ?ederal Alcohol A<b1nistrat1on and said 
that be had bad a cemorandum from the President 
that indicated it should be set up aa a separate 
bureau and then Mr. Bell asked me to call Mr. 
Sm1 th and I did and told him I didn't thlnlc it 
could legally IN done under the l aw and he was 
to send a man over to talk about i t today. 
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H.!~. Jr : 

Sullivan I 

l!c~: 

Sullivan: 

H. :.I.Jr: 

Sullivan: 

H. l! .Jr: 

Sullivan 1 

li. IJ.Jr: 

Sullivan: 

H. '.Jr: 

Sulll van 1 

H. !4 . Jr: 

Sullivan: 

- 6 -

Inci d ent ally, i f you want the t wo beat experts 
in the United Sta tes on alcohol , they are sitting 
there ( i ndicating McReynolds and Graves) , bar 
none . 

Th.ey have been through i t . 

I mean in the administration. 

I think it woul d be terrible 1f you let that out. 

l'ie were prepared to abollah the filing or -­

Listen, on this question of alcohol tax , you will 
have to do the beat you can. I am perfectly 
seri ous . These men helped set it up and run it 
and everything else and with the advice or those 
two men, anything that tbe three or you do, I will 
take. 

~ey have already approved the reorgani zation they 
planned on. 

Don' t bother me with it, pl~aae. 

All right. I just wanted t o inform you. 

I am not interested. 

Very well . We are planning on eliminating tbe 
duplicate tax. 

If you want to !mow how t o mark s t rai!;ht whiskey 
and blended, and all the rest of it, there is 
really nobody bett·or than these fellows . 

We are pl.anning on elimi nating duplicate tax 
returns and we were going to break it next 
week at a meeting of the tax con~saioners . 

What do you mean , duplicate tax retu rnsT 

~e extra copy thet is filed 1a not being used 
aa much aa heretofore. 

All right , break it. 

31S 
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Sul liVan : 

'l\1111 vo.n : 

Fol ey: 

Sul l1van : 

P.J:. Jr: 

Sullivan: 

!'.ullivan : 

H.i. . Jr: 

Sullivan: 

llotz: 

il , L . Jr: 

Sull ivan: 

:t.t• . Jr : 

Sullivarn 

Gas ton: 

i'o l ey : 

- 7 -

Anll we were going to breal< it next week, but 
with possi b l e adllitional f eatures that mi ght 
be involved --

I am not interes ted, 

. ... o.nd the lack o1' publi city , I think we had 
better postpone it. 

Eddie Gr e enba= has be en t rying to ge t us to 
do tha t tor 1:10re than a year . He t h inks 1t 
is a tax irri tant tha t is needles s . 

•::a a g r ee that it lhould be done , but I think 
wo had be tter r.ait ano the r 

Sully, it is yours . 

Thank you , s ir. 

O. K. 

Yes , s ir. 

Oc t everything you <:ant? 

So f a.r . 

I have no pro bl eu$ , 

I!e 1s not going t o a sk for any . 

Tell the story on Sul l ivan, Wha t happened Sundo.y 
nis)l t . Do you mind? 

No t at all. 

You tell it , Ed. 

I thoueht tha t VIas on Foley. 

You had bettor get Ed to tol l i t , then . 

\'loll , we were - we had suppe r ou t at t h e Secre-
t h - ~d those fel l ows were t he re t &l"'/ s ouse ~· 
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Sulll van : 

~oley : 

I ' :!: 

;;ullivan: 

L. · · • .!r: 

~J\lll ivsn : 

•• • !.' . Jr: 

'l\tlli van : 

- 8 -

from Pra tt- Whitney and \!right , curths-r;1•ight , 
and the Secretary .aid, " No., , if you don ' t 
mind , g entl emen, I am tir ed and I star t my 
day very e arly and I am c;olng to go to bed," 
John jumped up and said, "I will d r1 ve you 
down , I will dr1 ve you do•m. 11 Tho S o ere t a r:y 
l ooked at me and he said , "l'la 1 t , I Tlan t to 
t alk to you and Phil a minute ." So John v:as 
on t he hook then and couldn ' t get orr. So 
ho t ook them down. 

~oy c;ot o r r . 

\',e r ere s i tting around just gos siping rmd all 
of a sudden in the doo r ccre3 a atre~: and here 
VIa s John back aga in . 'lho Secretary l ooked up 
and said, "~::r t;osh, are you back? I thc~ht r.e 
had sent yo tt down tovm ." He said , "I just """·ted 
to tell you one th i ng , just cno t h i ng , •::hat I 
l earned t~<lng the so fol l ows dovm, " so after v:e 
got cut i n front of the house afterv1o.rds the 
Secretary said, "You know, Ed , who.t I am going 
to do? I am goins to go upstairs and I am 
uolnc to lock my door so that fellow Sullivan 
dooan ' t come running in ae al.n . " 

Don ' t .:orry, John , he has boon talklnc t ha t t:ay 
a bout mo for f ive or six yea r s. 

I c~e pretty near runr.1nc in t hir oornin£ , I 
will tell you that . 

You know, t l:e funnie st thing vas - he gn~e us 
an ex cuse . lie sai d , "You lmor., they sale so­
and - so and so- and-so to me and I thourht you 
oue}lt to know t h is and that is why I came 
back • and F.d says , "t:o the j• c!1dn 't, they to l d 

I II 
you thet at lunch. 

No , he wns wrong about thllt . 

But that i s what he said . 

I l t to •poll a ~ood 'that i s what he snicl . 10 e ~ ~ 
story , but he •ats Y:l'Ont; a bou t that on e . 
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H.I!. Jr l 

Klotz I 

R.N. Jra 

H . ~.Jr: 

I:!,X. Jra 

Haaa: 

R. M. Jr: 

l'.aaaa 

B.I!. Jra 

Graveaa 

R. lol,Jra 

Grave a: 

H.M. Jra 

Graveu 
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But it r euly waa terribly t'unny and we were 
Juat dtt1ng there and 1n oomea this streak 
~s!:~· He waa atraid he waa m1aaing some-

That ia t he tunni eat ator,.. 

All right , What elaeT 

QliekT 

Nothing. 

George! 

I have nothing. 

Have you heard anything from these bua1neaaesT 

u. s. Steel replied and Fleming signed the tele­
gram and said their new order f or laat week 
would be 1n tomorrow but that Stett1n1ua wae going 
to e ee you and he would go over the a i tua tion. 

O, K. 

llaybe 1n view of the crowd they have seen around 
the hall, maybe we will get a a1m1lar reply 
from all of them. 

HaroMT 

Nothing. 

Did anybody s i gn or r an;y more - 1ne1dentuly, I 
made the statement - bow IIIUeh waa it he won, waa 
1 t 25 or did he bring back 25T 

In poker, he made 36 thousand 1n the Ph111pp1nea, 
be said. He brought 1t back - he brought back 
76 thousand. 

But 36 waa at pokerT 

Yea, he said. 

All right. 

321 

Regraded Uclassified



craves I 

Klotz 1 

t.loR: 

H. f! . Jr: 

Graves: 

E . ~ . Jr : 

Cra vea: 

:-.r.Jr: 

I!CR I 

P. . !! . J r1 
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Re bro\lfPt back 75 thous o.nd, including - ­

Talking here ln the room, you have been com­
plaining to me about Pr ocurement management 
and I am looking to you, if it is as bad ae 
you say it l s , to put s ome management 1n there , 
I 'll'iah you 1muld talk about i t to Mac. Mac 
used to rw1 lt and he used to tell me it was 
a ewell organization. It it la aa bad as you 
say it is , I think you bad better put so~e 
management 1n there, I &J:I serious. Talk lt 
over with J.!ae . It uaod to be his pet. 

lhe bose does.n 1 t recember that a few years 
ago I suggested that wo fP 1n and make a sur­
vey of i t and he said, "flait. " 

You said that? No , it was the ot her way around. 

Well , he is gone , 

\'loll , between you , get me some management over 
there , will you please? 

We are trying t o supply that. 
p~esent difficul ty, aa I have 
the finanelal one . 

lTell anyway 

I think our 
said to you, 1s 

lhat is the acute problec we are trylns to 
solve. 

The management , too. 

l!acT 

I have nothing. 

Mac I woul d l i ke you to sit in 'on thls · ~ : OO 
o ' cl ock meeting , because you may have somi ~ ' 
i deas . These people are coming 1n and on t 
know enough about - you moat likely do - about 
the National Aeronautical Association and all 
t he reat of those thlnsa. You know which ia 
1thlch I don • t want to over ,lap. You pick 1t 
up aa' we go al ong, eee . It I am overlapping, 
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doblg aomethlng - what I am t1:7ing to do 1a, I 
have got three men coming 1n today , three the 
next day , wbo are aeronautical engineer• and 
Who aro not connected with the Army and Navy 
or any airplane company. I jua t don ' t want to 
duplicate anythlng tha t the Government ia al­
ready doing, so would you atayt 

llcRt Yea. 

R.~.Jr t 

SulliV&nl 

H. l!. Jrs 

Sullivant 

H. M. . Jrz 

And you two g entlemen (Sullivan and Young) . o. It, 

Bow about Mr . Berle on tha t other contractt You 
aai d you were going to take that up later. 

'l'bat 1a up to you. 

Yea , ai r, 

Juat get to him. I think he 1s 1n t he other room 
with Dan Bell. 
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TREASURY DEPARTMENT 

INTE R-QFFlCE COMMUNICATION 

04Ta MaT 21, 19llo. 

r•o" lfr. Cochran CONFIDENTIAL 
To4a:T0o var donlop.enta had a depreoo1DC etfoct 11pon the prtnc1p&l 

foreign oxchaDCOO todq. lloth ohrlinc ftlld l'rench franco o:o;per1onced "P]>roclablo 
dtcUnoo, and 1 t 1o I.Atereotin& to note that the l'ranch franc lOOTed downvard at 
a f tlthr rate than did the pound thio afternoon, MDC to tho "P]>e&ranco u th.o 
liev York II&J'lclt of Italian hank ordoro to ooll w.'botantial uounto of franco. 

l'roa an openiq of }.25-1/2, the poUDd lOOTed downvard to a lov of }.14-1/ 2 
lo tho aid-afternoon. 'fo'IIBl'<l tho clooe, 1t dnoloped a f11'10or tandene7. J.t 
}.17-1/2 , th.o final quotation .... o.earl.7 u~ lover than loot n1l;llt'o clooe. 

Durlnc tho put oenral aontho, tho J'odoral l!ou"o llaDlc hao rocelTed, 
troa tioe to tiae, ordero froa the l!07al l!&Dk of the li~ooo of Tlll:oolaTia to 
t oll oterllnc in !lev York for ito account. Todq, hovenr, an order rece!Ted 
froa thet oource directed tho J'ederal to purchaoo lo}O,OOO. 

Salta of opot oterl1n& b7 tho oix roportlO>G 'banko totaled 1.361,000, !roa 
the tollowiDC oourcoo: 

~ co~~~~:~orciol concorno ..... ............................ . ..... 1.171,000 
liT foreign banko (Europe and Scnth .Aaoerlca), • . ......• . .....•• i.l.~, OOO 

Total •••.. • •.••• l.J ,000 

Purcboooo of opot otarll~:~g by thooe 'banko and by tho J'odorol R•••"e !&nlt 
of !!cv York uountod to 1.1124,000, ao indicated bolov: 

liT co•erc1al concorno ..... ... . .. ............ .. • .. · .. • ....... 1.2115, 000 
liT foreign 'benka (J'ar !'eat, Europe, and Sollth J.aer1ca) •• • ..• . i.l.49,000 
liT tho J'edoral l!ooone l!alllc of l'ev York (for l'Dt;oolaTla) .... ·=....<;:.~.: 

'fotal .. . ........... ..,~ .. , 

Tho followinc reportillo!: 'benka oold cotton 'b1llo totAlilll: i.l.O,OOO to the 
l!r!Uoh Control on tho baoh of the official rate of 4,02-1/2: 

1. 6 , 000 by the Ouarant7 Trllot CompanT 
2 ooo b7 the l!anll: of !Wihattan 

' by tho llational 01t7 :Sank 
'l!otol 

ed vith otorllnc on the baoio of Until aid-afternoon, the hencb franc IIOT ioo oterlillo!: tollched Ito 1ov 
a crou rate of 176.4o franco per poun4.7/it~he ; contraot to otar11llo!:' • n'b-
of }.14-1/ 2, tbo franc voo quoted at •01 - ·b ~ench franc lOOTed turthor dowa-
oeqoant iapronatllt t o } .17-1/2 at t he clooo, t o crooo rata vao therefore 
-.1 to a lov and final rate of .Ol76-l/2y· ,_'f~~-!~rted (hat thio attornooa 
&'bout 179.58 franco par pound. Oaa llov or. - · ..-
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u ho4 rocol.C orcloro r .... aa I\allaa bait to ooll u 000 000 h 
tohicb tho •• Tori< MU: athophcl to -h, with _,.: _;,.lal - ~·· 
We -.rbt:. .,_, ,...... • moe•••· .&A 

D..-olopaiDh 1a tho other t.pGrtaat CIIIJ'raoioo vera 11 foUovar 

!'he M oo fraao r -.1ao4 ot-.d;r at . 22113 clvlJIC tho aoral~~,t ooooloa. 
Ia tho aU.-afhrnooa, • lUll a.nat ot bv.olaooo .,., tllroucb t 2229 
bv.t tho rote t .ba aO.C back to olooo ot .221to. 1 

• ' 

!be (!eaodl •a dollar Vllkoaocl. fvthor tov.ch1Dc 1 ,..., rocorcl low of 
22-l/16f. 41ooouat at tho clooo. ' 

!'he rolch-.ri< clooocl. at .11000. 

'l'hAo Jocl.eral lleoerTo licit of •ow Torlt r~ortocl. tllot tho licit of :aoclu4 lledo 
tho folloviDC ohlpaoah of CPl4 to U froa •&1 , .. , 

$6,099,000 to be oararltocl. for account of tho ll&Dk of Jnc]•n". 
2,2118,000 for account of tho Sv1oo •uoll<ll. licit. '%be 41opoo1Uoa of thlo ohlp­

r.-o;or.:;r:::::. act 1e "IUIItDowll at tho preoolft tl.ao . 
ti ,3q7,ooo total 

tho cloll&r ,old prlco recal<rod tr<ca Jcabq 117 a • .., Torlt belli< toclq vao 
$36.71, ollcl>tl.T bJ.&b&r tb&D 7eahrcl-r'• quotatl.oa. 

tho Jcabq ... , oilnr price ct.cliu4 tho oqo.i'ral•t of 31'¥ to llll.161. 

lD Loncloa, tho prlco tu..t tar opot ollftJ' vao 22-'J/164, ott 1/164. !he 
fo.....-c~ qutaUoa, hovenr, ao.C up 1]164 to 22-7/164. !he 11. s. oqo.i'ral•h, 
ealCIII.atocl. at the op• -.rbt rate for oterllDC, vero 3}.3)1 &Del 32.119; 
roopoctl.,..l.T. 0.. tho llaalo ot tho ottlclal oter11ac-4olla.r roto , tho opot prlco 
wo1114 bo oqv.l'ralm to 111.021. 
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llaDdT ID4 Korau'o oottl•at prloo for toroip all-tor vao uDCbnpcl at 351· 
!be 'l'ree11U71 o piiJ'chaoo prlco for torolp ollTor _. aloo WlchaJicecl at 351· 

.Utb.wch no Jlvchaooo ot ollnr wore aaclo 117 uo 1D tho •• Jorlt UJ'Itot toclq, 

~~~.~-·:::~~---
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c 
May 21, 1911<> 
10:22 a.m. 

!l . l~ .Jr: Hello. 

Ooerator : J, Edgar Hoover. 

!l . ~! .Jr: I can take it. 

0: 

u. '~ .Jr: 

J . Edg~tr 
Hoover: 

~.,. Jr: 

;;: 

I'. '( . J r: 

Ri ght. Go ahead. 

Hello. 

Yea, Mr. Secretary. Hoover talking. 

Are you in Wa shington? 

Yeo, I am. 

Did you get any messa~e yesterday? 
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c !l : I go t word from the Attorney General that a message 
was coming ov~r trom the White HouAe. I haven't as 
yet rece i ved it . It ~<as sent t o hi!'l a nd I i magine 

u.H.Jr: 

H. J~ .Jr: 

H: 

1!: 

he will probRbly convey 1t t his morning, but he said 
he didn't know What the ~rovisions ot it were except 
that ,he understood it released ue from the rest r ict ions 
that we've been under. 

And I certainly want you to know how ~uoh I ~opreoiate 
that . 

Was that f ast enough' 

That certainly was feet. It was much taeter t han 
anything I've ever eeen work down here. 

Well , a e a mat ter of tact, the ordere were - - the 
verbal orders were t o give you a releaoe on it at 
once and i t would be followed up with a ~Titten 
memorandum. 

I eee. tfell, 1t really wos one of the finest th inga, 
I think, that could noeeibly have been done. I mean , 
trom the safety and the security ot the country, I 
don ' t th ink anything could have been more itD?Ortant 
at tbia p articular time. 
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Well now, look •...•. 

Yea • 

327 

• • • . . . • by tonight 1t you don 't ge t t hAt' you g1Te me a 
ring betwee~ t our and five. 

I will. 

Beoauee the or ders were t hat you were to have been 
released 88 or yeeterda~ • . 

Yes. Well , if I don' t get that bef ore-- I'm going 
to New York at hoon , and if I don 't get it by noon 
or by eveni ng by the t i me I reach there , I' l l give 
you a r ing. 

Yeah , becauoe you should have had i t. 

Yea . 

Now, t he other t hing Which bothers me is this. You 
sent me this report, for instance , on the conditions 
in Boeing . 

Yea. 

And you say you ' re not doi ng anything about it. Well, 
vho in the hell is! 

Well, that-- or course thet•e a situat ion that Just 
as soon a s we move in on a t hing or t hat kind out 
t her e we' ll have our LaFollett e Committee or t he 
National Labor Relations Board -- the position that 
the Boeing people take is the r aot that they don't 
dare make any move because they can 't dismiss ror 
any causes o f that kind. 

Well , who 's reeponaibility is t hat! 

There'• no one reaoonsible , :!r. Secretary. In other 
words a t hing or t ha t lt1nd -- all that we c911 do and 
all that we're doing right now is t o keep ourselves 
i nformed about it. Nothi ng is being done , or course , 
to oorreot i t as auoh. or eourse t he beat vay to 
handle i t, in my estimation, altho~ the th ing I 
think probably is imnraotioal at the oreaent time, 
t he th ing we 1-.: o k · today 18 able labor 
leadership. 
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Yellh. 

If you could call, for instance, J ohn L. Levu and 
just 81 t ~own between the f our valle of an office 
end tell him some of these th i ngs that are haDnening 
t her e would be no doubt that the Mtter could- be 

· 11orrected it he vas l n t he right attitude. But he 's 
got this t ellov Pressman , Vho is just a mout~oiece 
for a lot ot these aubver atve groupe . · · 

I know. 

And or course, Gr een on the othe r aide i s one ot 
these colorless individuals . Nov, I just go t word 
thla morning - I ' m sending you a memorandum on 1t 
becauee I thoullht :you ou{!ht to know about i t -
I don' t know whe t her thls la true or not but I got 
word :t'rOCI one of our 1nfor l'lan te t hat Madam Perkins 
baa ap~inted a man by the naoe of Walter Ruther 
to head the safety device beard t o make inquiry int o 
f aotorles throu~h the country as t o safety deVices . 
Nov, •.falter Ru t her 1a one of the Ruther brother s, c.r.o. Communist he is , who vas educat~d at the 
propaganda college in 1-!oscow, and was llaht over •to 
th is countr y about ei ght or nine years ago and vas 
very active in the Detroit area. He'a an avowed 
Comnunist. Sow, this aeeig~ent t hA t he ' s been 
given, allows hil'l to ~o into an:y factory in t h!a 
country to make hie &Urvey and t o look over safetv 
devices. 

Look , Why don't you tell ~~dam Perki ns that' 

Well , you k now I can ' t get to first baae with her, 
l!r. Secretary. I mean , she doesn't believe that 
-- I don ' t believe -- that there's a Communist i n 
this c ountry. That•a a rathe r extrs~e s t atement . 
What I was doing was I vas sending vou a copy and 
I vaa sending General Watson a copy. 

Well then he's go t to dolt. 

So that General Wa tson could probably ta~e i\~P 
either with he r or with the President. uti~ t 
Jus t a t hing ot t hat ki nd -- ydouho!"t~~~t,:~: th: kind of a etruoture that 1e an o 
picture up. 
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Well, I th i nk - - confidentially I think the President 
expects t o bri ng in one or two labor leaders as or 
-- on -- put them on hie staff. 

Yeo . 

They -- thet -- all or ~is sort or thing would-­
t hey could handle l t. 

ThP. t would be the way. It would real ly be the ~ractical 
way to handle it becauee a t this stage for t he Govern­
ment try to at~ ln and do eooething, you 'd be charged 
r1gl\t away Hi th.if-Wation or civil rights, whereas 1f 
it could be done~within labor, Just as we're trying to 
do it on this newspaper oorres9ondent situation. 
We found 1n New York City a moat atroc ious condition 
t here. I think there were n ~arly 70 per cent persona 
holding oredential e tor t he prase who werP. n~t entitl ed 
to them and with the State DeQartment and 

in this bureau , have wor ked out a plan 
wher~by t h rough the press aaaoo 1a tions we're go 1ne 
to have t hem censor their o1m memberships, so to •!>eak, 
and tie in locally with an officer or the -- of t he 
Intelli~ence Servi ces . 

\/ell l ook • • ••••• 

Yea • 

•.•••• on t his t hi ng that you 're waiting t ~ hear
1 

rro~, 
l et's --because -- let' s say by to~orroH corn ng 
if vou don't hear give o e a rin~ . 

I ' ll certainly give you a ring . 

By tomorro" :~orning . 

Yea. Yeo , now 
also a copy or 
an employee in 
t hat I thought 

0. JC . 

I'm sending over to you t his morning 
a letter that Just oa~e to me from 
the Glenn '-:artin factory in Bel t1more 
you ought to see. 

~e' e investigat ing it, 
It 's a very amazh1na lte~et:~~ta inrlt were Just rather ot course , but t e s o 
startli ng and r a ther ahook1n~. 
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Cher r 1o. 
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Thank you, ve r y much 1ndeed. Goodbye . 
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!l. ).! .Jr: 

e>r>erator: 

!' . lo' . Jr: 

0: 

0: 

:! .!! . Jr: 

T!lurman 
Arnold: 

\.' . ~ ! . Jr : 

A: 

A: 

A: 

H.". Jr: 

A: 

!l .J.:. Jr: 

A: 

H.n. Jr : 

Hello. 

Ma7 21, 194o 
10:15 a. m. 
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Mr. Arnold w1ll be 1 h mi ght r eaoh him at n 18 ottloa about eleven and I home now. I ' m not sure . 

Yes, try t o get him at ho-. e. "' It ' a important. 
All right . 

Go ahead. 

Hello . 

Hello . 

Thurman? 

Yea . 

Henry ).!or genthau . 

Yes . 

10:30 a., . 

How in the hell are you, you b1~······ 

Fi ne, never better. 

•• •..• --big trust-buster. L\eten, I 've ~ot a fellow 
in t~ out s i de ot~ioe that I br ought down-here with 
the hearty enproval of the President to hel p ae on 
the aeroplane business •• • • •. 

I see. 

•••..• by the name of John Bi ggers, ?reo1dent ••••.• 

Yeah. 

Yeah . 

You meen t he Pi ttsburg 

Fine yea!l , I know hi l'l . 
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now, I br ought him down because he • a got not h ing to 
do wit.~ aeroplanes. 

Yeah. 

And he eaid, •now, before you t ell me anything , 
Mr. Morgenthau, ! 1 m under inves t igation. • 

Well , he 1 a -- he ' s absol utely o. ~. 
You ' l l give ~e ••.••• 

Ke'e under investigation but he ' e been moat coopera­
tive . 

And you ' r e yerreotly willi ng that I take hlm. 

And I would be dellght ed to have vou take hlo. 

Wel l, t hat' s all I wan t ed .. ... . 

332 

And I'd 11ke to, at your aonvenienoe - - I ' d l i ke t o 
have a talk so t hll t I won't get i n your tray any. 
I think I osn s trai~ten out any possi bl e future 
r elat i onshi ps wlth r espect to 1t . 

We1.1 now how -- what would you suggest, Thurman! 

Well , I -- I ' d l ike to have a t alk with you any t ime 
you say. 

Well , you name it. 

Well , let ne see . Th1a afternoon? 

0. X. You mean in r egard t o Biq er a? 

Oh , no , no . Not 1n regard t o Bigger s . Any tioe t hat 
- - 1n regard, gener ally the r elat ionsh i P of t he Anti ­
Trust Division and your Puraha eing progr~~ . 

Fine. Row --well now l ook, if 1t isn 't Biggers I' m 
-- how about eleven o'olook t omorrow morning? 

Fine. 

Ie that all right! 
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~i~e;~n;ea~hrart asdvr; Biggers is concerned you t ell 
a we on t know or any businessman 

under investigation who has been so oomoletely co­
operative and so anxious t o work along with u~ i n 
s pite or the faot that he ' s been under investigation 
I 'm just delighted you got hil'l . . 

Now, Ed F.oley is sitting here wi t h with me and he ' s 
made this suggestion . l!r . Blgr;ers said teh1s own 
time going to be taken up defending a lawsuit . 

'Wha t ' s that? 

Is he going t o be l<e!)t busy defending h18 company? 

Well, I don't think eo . I' l l inquire about that. 
I don't t hink he is. 

llell , 1t - - tf he gets a call I' n '!!ling to tell him 
t o go over and see you . 

tlel l, I ' m-- I ' ll look up that Plate Glasa thing , 
but 1 t seemed to me when we Here to.lking about it 
last that he wouldn • t be and 1 t seems t o me that 
- - my lmJ>reeston wee that it was n~rreotly O. K. 

l·lell , what •••••• 

I think that ean be ironed out. I think he thinks 
eo too. 

Yeeb . Wel l , he eald t his. He said he didn't want 
to -- he told vour peoole he didn't want to be 
subpoenaed; he- wanted to f!O alon~t; he consul ted 
you before he en~aged Blaokwel~ ~lth or one or 
your men; and he said he ' s ~vlng your peonle every­
t hing that t hey're asking tor on a volunteer basts . 

That •e righ t , he i s. 

But there will be considerable publicity ror his 
oomlng down here to help me on t his and we're al; 
one familY and if you had the slightest doubts I d 
tell him thllnk you and aek him t o go home . 

Well I ' ll __ Just offhand, I don't see any reason 
why ibere'd be anything tn ooMeotton with that . 
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I ' ll see how tar 1t has gone and check UD but th e 
matter has been ~roceed1ng in such a trie~dly manner 
and he has been so ooooerative t~t I thi k 
1ron t hat thing out ali right. n we can 

Would it be asking t oo muoh it you called u~ your 
ott1ce and called me back? 
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I' m go ing right down to t he c ttice - - I ' m working 
th1s morning . I ' ll® r1Rht down-- I ' m le aving 
you oaught oe out at my car and I ' m P.oin~ ri~t down. 
I ' ll call you back and stra1~hten that thin2 out. 

You'll call me back bef ore twelve? 

You'll call me back •••..• 

Well, I'll tell :vou , we'll t1x that t.'li ng up somehow. 
I ' ll-- it you need this man we ' ll work out some 
doggone thing in that situat ion. 

I tell you , Thurman , Why I need him. He came down 
here to Washington and did that oensus Job tor t he 
President and he's a businessman that can get along 
with the 9overnment. Hello? 

Yeah. 

And you know there are so -- a lot o~ these business­
men oome down and t hey're a bust . 

Yeah. 

And this tellow made good under very dit!1oult cir­
cums tances , and everybody tha t I 've talked to says 
he ' s a New Dealer and he's 0 .~ . 

Well he's-- he ' s been awfully good with us, and i t 
we o~ ' t work t hat out somehow - -. You see, we've 
got --we ' ve been having a grand Jury and I haven 't 
kept up with t he grand Jury but I ' ll fix that some 
d.arn way or other. 

Well, that ' s -- then it ' s entirely agreeable t o you 
that I t ake him on. 
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Not only agreeable; I think that from m 
ship vith him I• m entbuaiaetio about i t~ 
Well , I ' ll tell hlm that. 

335 

ovn re la t1cn-

Beoaune -- ' ou see hie c ompany has been under 
investigation and they're -- there are oroceedi n 8 against it -- I don' t mean nrooeedinga, . but all g 
aorta o t things, and he' a been very ooo-oer at1ve 
He ' s been anxious to help us out. He •a" never abovn 
the alighteet r esentmen t at t he thing and I think 
it's up to us to do something Vhen he ' a tL~en that 
COO!)eration. 

Fine. 

And I 'm going to t r :r to do t h"t. Now, I think I 
ooul d guarantee to leave hlm out personally. 

Right. 

I can ' t guarantee hie company just now over t he 
phone. 

I understand. 

Because that depends on a lot otothar t hings , but 
I think we can -- I think I can pull him out per­
sonally by some hook or crook and -- in fact , it 
never baa been at all likely that he ' d be in i t 
-oeraonally. 

Yeah . 

Nov, the company I can 't a t t his oo~ent ~ive s uch a 
guarantee, although I-- I have - - lt has been my 
beli ef all along that ~ the company t hing would be 
all straightened out -- that's my guess . 

Well, I - - you see I -- what he aald to me is this. 
He a aid, • Nov, ~!r. Morgenthau , I ' 11 come down hera, • 
-- I don ' t think he ' s ~oin~ to get any pa y, but he 
1~1d , •It my co mpany 18 going t o have t o go on trial 
I ' ve got t o give my company my time t i r et. • 

Vall , let' s-- let me look into t hat. It doesn't-­
it's Just one o f those thingl that you Just-- 1t' e 
awfully ditt!oult t~ give a blanket orom1se because 
a man ia taken on t or t he Oovern~ent . You knOV 
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it' • one of those t h tnga f lguring the grand j ur y 
and all t hat , mi ght oaua~ us some kind of a scandal. 

Well , Thurman • ••. .. 

But I can - - I can guarantee practically that he 
won 't be in 1t and I think t hat with any amount of 
cooperation we can handle the company. 

Well , I 'm not putting •.••• 

I ' m not going to put any pressure on you, see? 

Oh, I know you ' re not. I - - I'm really like-- you 
tel l him I'd really like to aee hio down, because 
I think he's the kind of a fe llow that -- ~rt1cularly 
with t his - - these Pressure• on the --which will be 
on the Department of Justice who has gone through ~·h 
thing with us and underetands t he ,oi nt of view, he'd 
be the kind of a man I ' d like to deal W1 th . I t ian' t 
a question of preesure, I like him myself. 

Well , to sum up , what do you advi ee me? 

I advi se you to take him on. 

o. P:. 

I adv1ae you -- you oan tell hlm that I want h im 
taken on. Tell him that so far aa he'• per sonally 
concerned there ian• t any~1ng that I knov of. So 
t ar as his company 1e concerned there's a remote 
ohanoe there's some involve~ent , and I ' ll check up 
that. But I don't -- I can' t believe it's goln~ to 
be eerlous enough t o justify paying any attention 
t o i t. 

Well , the thing -- you sea , t hie aeroplane thing -­
getting t his straightened out is a mat t er of a month 
or two , and • .•••• 

Oh, there's not goi ng to be ~nything doing within a 
month or two . 

Yell t hat'• - • then t here'• no reason why-- I mean, 
by a'aonth or two I ' ll either have made a aucceaa 
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or a ta1lure or th1a aeroplane progra ... 
. of two 

Yeah . Well , eo t ar ae a month/is concerned 
give you a guarantee. ' 

O. K. 

All right. 

Malta it t hree. 

Wbatt 

Y.ake it three . (Laughe) 

I ' ll 

Well, let me -- let me call ey Pittsburg ~onle in 
and get you back and I 1 ll aee you t omorrow about it. 
You eee, I'm going to have t o call uo Pittsburg and 
find out Just Where it ia. I haven't thought about 
it tor tvo or three mont hs. 

Well , anyway, I ' m going t o tell him Just what you 
said. Ed 1 e here, he'a heard the Whole oonvereation, 
Ed Foley. 

Yeah. 
• 

And I'm going to tell hiM Jus t What you've said and 
tell him that you ' re enthusiastic. I'd like to have 
him come to work. There's a remote poeeib111tyor 
something about hie company but he p8rsonally is not 
invol~d and that you -- you ' d l ike t o have him come 
here and help me out. Ie that r ightt 
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And tell h1.11 that we • re hopeful about t he ooapany but 
I Juet can't tell you o~r the phone • • ••• 

Well , I won't eay anything about the ooliiJlany. 

All right. Fine. 

I won't uy anything about t he company. 

All right. Fine. 

Ever 80 muoh obliged, and I' l l aee you at eleven t omorrow. 

All right. F1lle. 
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~t . l' . Jr : t.rello . 

l!e.y 21, 134o 
11: 55 "· "' · 

o.,eN•tor: l!r . Irey is i n l-!r . IJnham•s or~lce. I have h1n on t he 
line . 

" : 

:: . " . Jr : 

" · ··.Jr: 

AU rl.,.h t . 

Hello . 

vps , •'r. Secretarv. 

\\'hat , Pre vou go1np 1n ~or rorel-n e:<cl:on(le1 They 
tell T"te vou ' re ! n HphoM 1 ~ •• • • • 

(Enl~nfle of conve r sation not recor ded) 
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H. r~ .Jr: Hello. 

V.a.y 21, 19l!o 
l 2 :1!o p . m. 

339 

Operator: Hr. Frank. Go ahead. 

:! .'!.Jr: 

Jerome 
Frank: 

~ ."'.Jr: 

F: 

F: 

H.H. Jr: 

F: 

F: 

Hello , Jerry. 

Ye a , Henry. 

Do lfOU want •• . ••• 

I had called you and then I ~t word from !-!iss LeRand 
tha t the President wanted me to talk to you about 
the market . · 

Go ahead. Danny Bell is here , nobody else. 

What do you t h ink about it? 

We l l , I tell you how I reel. I t hink I 'd stick a 
l i t tle l onger. I Just saw Dow Jones said that 
- - Just had a flash that a little buying i s coming in. 

Oh, there ' s a little bi t in some things, Henry. I 
think -- see, I phoned the stook exohan~e to get 
their views. 

Yeah, well I •••••• 

And I t hink probably t~at • s one reason f or it. You 
eee they - - hell put i n a r ev buy orders Juet to neke 
it look good, but I think we ' re ht~ving a steady 
melting away or values here . I'~ not talking or 
margin oustonere. They're not oondersble i n quantity, 
but vhPt you're doing ia -- I mean, this is one aide 
o r t he argument. You're r educi ng t he values or 
t housands or people who aren 't sellin~ , not the 
sellers , but the people vho don't want to sel l. 
And , I thi nk looking at the economy and what is 
ahead of us , that they're selling below values 
that are Justi fied by what obndi tions will be. 

~ow , that's a guess , of cour se . The ot her aide of 
t he argument 1s that it you close you hurt mor ale. 
Also I talked t o Harr1ner and one or t he consi dera ­
t ions that affects both you and him is t he effect 
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ot closi ng the market on the government bond market . 
1:/ell, that•s - - don ' t worry abou t that . 

~/ell, he ' a tearful t he t it mi ght JlUt pressure on the 
high-grade bonds end government bonds because you 
couldn' t close t he marke t on government bonds. 

\~ell , t hat woul d -- I'd erose tha t bridge when we 
come t o i t. 

Yeah . Well, t he Pre81dent sent word through Liuch 
to me about an hour ago that he didn't want to close 
it because or t he tear ot t he effec t on t he !!!Orale 
over across t he water. Well , t hose are high con­
siderations that I can't -- I' ll leave UJl to him. 

Well, my hunch is and I haven't talked t o anybody 
but you see? 

Yea. 

I mean, so t don't know What the street reels . 

Well , t hey want to keeJl it OJ)sn . 

They dot 

Ye s . That 1a t he big -- all the big fellows. The 
~reesure tor closing it ia coming rron enaller 
J)eraona . 

If 11 this 1s my hunch a nd I won't leave the building 
u~tii the market closes . It's a ouarter or tvo up 
there. You've act another hour and fifteen minutes 
t o go, haven ' t vou? 

Yea . 

My hunch 1S it you leave it open fo r t he rest of the 
day • ••. . • 

Yellh. 

, ••••. and t hen 
eee us. Go on 
talk. 

let'a aek the Proaident if 
over atterverda and have a 

he won't 
litt le 
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F: 

F: 

H. ' !.Jr: 

F: 

H.·.; . Jr: 

F: 

"' .. 
H. '! • . Jr: 

p· 

'l . "!.Jr: 

F: 

• 

- ) -

Yeah , I think that• a ri~t. 

But my hunch i s -- le t me Just aek Bell - - he•a 
si tting -- (Aside: Have ~ou got any hunch, Bell? ) 

Dan agrees with me. 

3.,1 

Wall , supposi ng we do thl& . Attar it closes I • 11 
get all the data available and give you a ring and 
maybe we ' d bett er get together with eome ot our 
etatf . Now, I ohould tell you t ha t inside t he 
Commission Leon and Judge Hesly are very much 09-
poeed to closing untl l euoh tlme ae there are 
pockets -- that is, where there l a not what le 
called orderly selling . Eicher and I feel t hat 
you can have it damn nlce and orderly but you can 
mel t away values awfully teet even though there are 
takers. 

Yeah. 

And that that• a merely looking at mechanism and not 
results, so I don ' t k now what the Commission as an 
enti t 1 will r ecommend, but the Preeldent le t he 
bose so tar 88 I'm concerned. 

Well • ••••• 

He has to be anyhow because we couldn ' t close it 
wi thout h l8 aJ)yroYal, bu t I .,.an I wouldn't think 
o r even suggesting anything untl l I •..... 

Well, Jerry, my best hunch 11 tha t for another hour 
and a quarter keep it open . 

Yeah. 

But it -- if something -- vou aay there are no pockets. 

Not 88 yet, no . 

, I will not be out of the building 
Wtell , now: ~o;-the next hour end t ltteen minu t es 

rom now - t t 1118 I' 11 come righ t and I ' ll leave word 1 you van 
to the phone . 

All right. Well , I ' ve got to ~un out. 
see the Court ot Appeal • but I 11 be 

I 've got to 
I' l l be gone 
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H.H.Jr: 

F: 

?. . !' .Jr: 

" .M.Jr: 

F: 

tor a ehort time. I ' ll be baok ri~t after -- shortly attar oloa1ng. 

Wall , you ••••.. . 

I ' ll give ~ou a rin~ then, Henry. 

But you won't close 1t without talking to me. 

Oh , no. No, we can't without t he President's ap~val an;Jbov. 

All right. 

0. lt. 
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H.l~ . Jr: 

Tom 
Beck: 

H.M. Jr: 

B: 

H. !o! . Jr: 

0 : 

!!. l.! .Jr: 

B: 

!l. ll.Jr: 

B: 

H.M.Jr: 

B: 

B: 

!l. '<.Jr: 

s : 

'! . M.Jr: 

Hello. 

Hello , Secretary Morgenthau' 

Yeah. 

May 21, 194o 
2:19 p. m. 

This ie Tom Beck ot Colliers. How-do-you-do. 

Bell o, Tom. Bov are you. 

l ' s tine. I' ve go t a fa vor t o ask or course. 

Yeah. 

You know I'm general chairman or this Aviation 
Forum that's going to be on the 27th, 2gth and 29th. 

No , I ...... 

And it has the blessing ot our Chief, the President. 

Rif!'h t. 

And an exhibit at Bollin~ Field, and it's all Govern­
mental or non-profit. 

Right. 

We're very anxious t o have a sign at the head or 
Pennsylvania Avenue, v hioh would be on the fence 
or just behind the fence ot t he Treasur y whe.re you 're 
looking up from t he Capitol -- a neon sign which would 
say "Attend the Aviation Forum at Bolling Field. • 
It • e a moving sign. There 1 11 be no destruction 
even or lavn or anything. 

\fell now, lteten •.••••• 

And no commercial, no sign-- no • •••.• 

Now look, old man • •• . • • 

HuM 

I don ' t know whether you're serious, but to call me 
on a sign I think is k i nd o f silly. 
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They• ve called :rou what? 

To oall me about a sign , -- I don' t have anything to 
do t tl th signa . 

No . Oh, t hey t old ua t hat ~ou had to a~prove auoh a thing. 

Well, I mean, I don't do thoae things. 

Well , who should I see , llenr:r? 

Well , tan to Mr. ~lcReynolda. 

MoReynolda. 

l~oReynolds , yes. 

Than'k :vou , p,. sorry to have disturbed you. 

That•s all right . 

How are you? 

I thought i t was something important. 

ph, I 'm very sorry. 

That •a all right. 

But they told me that they had to get it rroo you. 
I was misguided. 

No . (Lau~a) 

How are vou' 

I 'm all right. I ' ve still got a sense or humor. 

Thank you. 

All right . 

Goodbye. 
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Ed 
l"oley: 

f! .!• . Jr: 

F: 

:.: ,. Jr . . . . 
F: 

P . ·~ . Jr : 

F: 

.. . .. . Jr : 

F' : 

:.: . 't . Jr: 

F': 

'-l , l' . Jr: 

F' : 

Ma;or 21 , 194o 
3: 51 J) .m. 

.•.• ... Me says the man haan •t vo t any sense and he'd 
drive everybody crazy thll t he worked with and he 
wanted me to pass t hat elonv t o you. 

Wait a minute . Sa.v it again. I want l'rs. Klotz to hear it. 

Yeah . 'l'bul'"'-an, after s:pendln~ an hour with him, 
says he ' s i mposs ible. He would drive a nybody crazy 
t hP t had t o wor k wl t h hi m, end he wanted to withdraw 
hie ent husiastic reoo~oendntion that he oade t o you 
thle nornlng on the telephone ..•.. . 

~le'l , I. ..... 

• ••• .. which was prompted he aai d , by the cooper ation 
that he bee shown so t ar. ~e says he ' s not involved 
but 1t he wee he's so soared to dPetb he ' d sign a 
consent to p 1 e ad anythin~ . 9ut Just as an 
admin i strator and a businessman charged >~i th the 
responsibility or oarryin~ out a ~rogra~ of - - like 
you ' ve ~ot - - he jus t would be 1moosai ble, Thurman 
eaya . 

\·fell - - e.nd thst i sn ' t becauM -- he len ' t do ln .. that 
because he d1d.n 1 t think I because he t houvht I 
didn 't want h i m? 

No , no . No , no . ~e said he just spent an hour with 
hi m. 

And he drives .vou crazy • 

'i'ha t •a right. 

liell , I waA w! th hlo f or a half an hour and I hed 
one ot my sick headaches t h1 A MOrnlnv end I seld , 

01/Ell , maybe it' s me . " 

it d I ae1d, ' No . • Then I go t to t hi nki ng about ~n 

No , t hat - - i t' s doubleoheoked now. 
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Well , then they're coming -- you• re com1.ng in with 
him at f our' 

Yeah, he ' e outside my ottioe. 

Well , ;orou •.•• • . 

Ie there anything you want me to eay' 

Well , I don ' t care. 
simply t ell him that 
- - that•tt•s beet to 
that's all. 

You bring hill back here and I' 11 
I think that e•er;rbody around 
-- that -- not to cone dovn, 

Yeah . We tried t o do thie in the Government, or 
something like that. 

I ' ll just tell him 
sitting outside ot my 
when I 111 ready. 

All right . Thank you. 

Ever eo much obliged. 

'!'hank you. 

in order not to have you 
ottice, I'll gin you a ring 
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fl299 , llq 21, 3 P .!I., t roa LoD4oa 

CONPIDZNTUL FOR 'lD SJICRE'.W!T, 

t ban 31lot bad a Metl~~g wlth Lord l!oanrbrook ill cbar&e 

ot airplazle pro4nctlon aDd tba Prealdent ot tba Bolla Bore­

Co~. I hAn e>:plailled r our dealr"" u4 S..nrbrook baa 

a ake4 for u appoi.ntaeot with the Pr1• lUabtar thio atte,_ 

'00011 to 41ocu .. the Mtter with h1a u4 will let • mow at 

hi e .. rlieot connnl.ence, ae 1o a au ot actloa ao be Yill 

recopl.ae IIAied tor epeed. 

Will adTile aa aoon aa I hAft lnfor1111t1on. 

bce1n4 br phone troa Mr. ReiiChard of 
State DepartMnt 
l!q 22, l9lto - 11:00 J..ll. 

' . 

/ 

~ ' . 
" • I 
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