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O~erator: Go ahead. 

R.M.Jr : Hello. 

Joseph 
Kennedy: Hello , Henry. 

H.!! . Jr: Yes, J oe. 

May 22, l9l!o 
10:45 a. m. 

X: Do ;vou know the name E. (}. O-l-l- e-1'1 

H.M.Jr: E. G. what? 

IC: E. a. 0-l-l-e- y. 

H, \l,Jr: No, I don't. 

X: ~fell , he ' s at the Gen<'r al !~otore building in Detroit. 

l'! . H.Jr: Yes. 

K: He repr esent s tha t company; he's being advieed to 
proceed a t once t o 1·/ashin<;ton ••.... 

H.'! . Jr: Yes. 

K: •....• and he' s t o find out and maybe will work out 
the plane of what you wa nt. 

H.M.Jr: Good. 

K: They're willing t o do eo. 

H.'·!.Jr: Yea. 

K: The only t hing t hey can 't spare you 1s a men at t his 
time because they're using t hem all here. 

H. M.Jr: I see. 

IC: But they ' re -- vou can have their plane and you can 
have anything like that if you want -- if t hey want 
to send a man on here but I would think that after 
you have finished talklna; to Olley then you could 
decide what you wanted to do. 

H .~! .Jr: That ' s right . 

1 
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!C: 

H.''.Jr: 

r. : 

K: 

!(: 

:: .u. Jr: 

K: 

v . '1 • . Tr: 

!(: 

!':: 

H. ' ! .Jr: 

1(: 

V• .. . 

H. ~ . Jr: 

E. G, Olle;-r. 

Ri~t. 

- 2-

Now listen, the only thing abou t it is thet I'm 
probably e little faster than t he -- than their neople . 

Yes. 

Because t hey ' re -- the head of the company has been 
in oonferenoe here with the t o p side people. 

Yes . 

And he is ~etting in touch with Olley. 

Right. 

Now, he may be a oounle or hours behind me but I thought 
t hat if you wanted to save time you mi ght tell him to 
come on t hen and then when he gets the information have 
it transferred to tTashingt on . 

I' ll do thl!t. General Motors bu1ldinF, 1n De t roft. 

Yeah. 

I'll -- I ' ll call him riRh t away. 

And t hen you can t ell him to go there and he's going 
to get the instructions -- and he Will probably ge t 
the instructions while he is en r oute to Washin~ton . 

I see. I'll do that, and incidentally I checked that 
your cable or yesterday hasn 't come 1n yet to me. 

Do they say it ' s there? 

I - - they haven't been able t o locate i t. I'm rais­
ing hell about it. 

Well , it' e ri~ht t here, Henry. I mean, I -- I'll 
send them t he time and everything. It went - ­
around -- 1t left here yesterday eomet1~e around 
three or t our o ' clook. That would be around ten 
o ' clock your time. 

\~ell , I ' m go inlt to ra18e hell about 1t. 

2 
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K: 

H.!.! .Jr: 

K: 

'fi .M.Jr: 

K: 

K: 

H . l~ .Jr : 

K: 

H. !.! . Jr: 

K: 

H.!.!.Jr: 

K: 

K: 

K: 

- 3 -

Yeah , well it went. 

Right. 

And I ' ll f i nd out about it right t his mi nut e . 

And the ouest i on ot Which size I t ake i t this fellow 
will know. 

3 

Yeah, I think he b the fellow t hat - - tell him what 
you want. All I oan tell you is t hat they are meet ­
ing here at wh ich the t opside people -- t hey agree 
t o do - - wo~ it out whichever way vou wanted 1t. 
':'he only thi~ thBt t here ' s going to be trouble about 
ie trying to send you any people. 

I see. 

But you can have everything else. 

I see . 1·1ell, t hat ' s .. .... 

They will l et me know beoauee they just notified 
me that over the telephone. 

Well, I'm ver y muoh obliged and I ' ll get in touch 
wtth Olley right away. 

All right. It t here ' s any question or there ' s any 
delay in anyth1n« , let me know again. 

I'll do thB t . 

All right, Renry. 

Very much obliged. 

Not at all. 

Goodbye. 

Goodbye . 
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TREASURY DEPARTMENT 

I NTE:R-QFI'lCE COI\41o1UNICA'T10N 

OATil 

~0 

'110" z. a. roa;y, Jr . 

I h&.,.. bad an exaaination -.de ot the lltetute creating the 

ottice ot the Auiatant Secretar:r ot War aDd delepting tuncti01111 

aDd dutiee to web ottice. J.ll ot the powero ot tbia ottice b&TiDC 

to do with .lllduot.rial. .obilisation aDd ~~ationel detenae ..... t be 

carried out lmder the direction ot the Secretar:r ot War. 

lb1le it ia true that the J.eaiatent Secr.tar;y ot War baa certain 

tunctioaa lmder the Nationa.l Detenae Act 'lhJ.cb cannot be tranaterred 

b;y the Secretary ot War to other ofticea in the War Depertunt, never­

thaleea the Assistant Secretary ot War diach&rgea these tunctioaa under 

the direction ot t he Secretary of War . 

4 
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RE AIR EXPANSION PROGRAM lla)' 22, 1940 
2 : 30 p . m. 

Present : 

H, J4 , Jr: 

~'illiken: 

Young: 

H,M.Jr: 

Mead: 

H. Il . Jr: 

Mr. Carmen 
Mr. Lombard 
Wr. Hinckley 
JAr . Milliken 
Wr . Yowtg 
JAr. Mead 
llr. Warner 
Ill's Klotz 

I appreciate you gentlemen coming this way so 
fas t , nod so forth and so on . Have ,-ou had 
any opportunity to kno" - to have explained to 
,-ou 'Oh.a t I want to do? 

tie have had a few moments' conversation rttb 
lolr. Young. 

I talked with them a f ew momenta before we came 
in on the general problem. 

You didn't bring Taylor with you, d id you? 

No , I cnn ge t him, 

No , it ia all r ight. 

Well, l et me explain it to )'OU and then ,-ou 
gentlemen tell me what ,-ou can do to hel p me. 
For the the being, I am tryi ng to do a job 
f or t he President until he can get so~ebody 
better t o do it and that ia l a rgely for the 
moment the production of airplane engines , It 
is engines at the moment. 

As you gentlemen most likely know - besides doing 
this for the Oovemment , I have handled the Allied 
purchasing a s far as the contact with t he Govern­
ment is concerned and our whole pursuit ship pro­
gram ia built around Allison, as you know, and 
Allison, I think, has t urned out six engines ao 
we a re all very much worr ied about Alli son. That 
is number one . 

Number two , "e want to increase our engine pro­
duction over and above what the present production 
is that the Allies have placed with us and that 

5 
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Hinckley : 

H. L! . Jr: 

Hinckley : 

Mead : 

H. ii , Jr: 

- 2 -

gets down to a question of possibly licensing 
other compani es to manufacture, For the moment 
we think some of these smaller horsepower, the 
four and six hundred horse - take it away from 
eithe r Pratt & Whitney or \'lrig)1t and g ive it 
to sooebody else . Keep Pratt & rfuitney and 
Wrigh t 1n production up to tho time that these 
new plants get under production, but we are try­
ing to l ook ahead for several years and not just 
to~ several months. Then the question is , where 
can we get another in line liqui d cooled engine 
so all our eggs aro not in one basket and the 
Government has a ssisted and helped Continental 
who have ll'hat they call a nat engine. So also 
does Lyeondng. 

Then we secured, after great difficulty and a 
great length of t ime , a Rol ls Royce engine which 
went on the test block today a t Dayton, and if 
we think it is good, the United States Government 
can get a license f rom tho British Government 
direct. 

Then there is another program of the British 
Govenxment that i s to consider buildine a plant 
either in Canada or the United States i t self to 
manufacture the Bristol eng ine. 

Of course, there would be a great deal or pro­
duction or engines in the smaller class for -
what do you call it, your pilots? 

That is training planes. 

Two or three hundred horse , isn't it? 

The Array uses two hundred and three hundred, don ' t 
they? 

Two hundred, four hundred and six hundred are 
the horsepower~. 

Fbr t~e moment it is all engi nes, because we are 
1n s i mply a deplorable condition. 

\7ell , to g1 ve you an ex.o.mple -we are talk inS hero 

G 
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::o:-ncr : 

Hin~kley : 

- 3 -

ve ry confidentially - ono of the many problems 
I ' ve had dUl1lped in my lv.p , unless I can t;et 
f i ve Alli son encines betweon no1·: and t he f irst 
o f June to send down to Curtias- 1"/ric;ht to go 
into the Curti~!l P- 10, it will d elay the ir whole 
p1•ogrrun by t 110 mont:l!l , be co. usa they h ave ne ver 

1 

put a n All i son encine in v. P- 40, which is de:.icned 
f or the ? rench, and th& des!~ is a l i tt l e d if­
ftn•en t - I don ' t know, ';ut what shoul d be on the 
right hand is on the left v.nd vice versa. It is 
different and they r.oul ol hv. vo to f1 t these en cines 
in, you can understand that , lltld Wlless '1e can 
get the~ five en~nes to t r y tho thing out , their 
rthole progra:n is set back t>fo months and you ni,...'lt 
just as l':el l ask - I don 1 t k no,- , !"ive - some thin& 
verJ rare , if you cv.n th i nk of so~r.thinc very 
1•are. 7.1lat 1~ th e great dia mond? You mi.;ht a s 
wel l a sl·: me to r ive ~·o" f ive mo re Hope dlano!".d s 
ns t c ~;ive yon f i ve Allison onglnes . 

!\ow, that i s thv p rosont probl em o.nd in coing over 
thi3 t hin g with !.lr . Hinckley v.nd l·ir . \;nmol" here 
in t he :ast, J.:r . ::end i s nvo.ilubl e , pl us ;.:r . Taylor 
f r on !l . I. T. and I YIOnclo r ed whs.t Californi a Tech. 
can do for tho im"ted i n te probl em to he l p us on 
this . 

Have ! stat ed it ~bout richt , r~b? 

I mii)ht perhap s add a t~ord , •lr . Secretary, a~ ~he 

people froc Californ i a were no t here ~esterda7, 
t hat .:hen t h is was dis cnsoed yes terc!ay r·e had o 
co::ani t tee composed or !~r . Hi nck l e y and l r . !iWlSt.!<~r 

and l.lr . ~~ead u.n<i Paul ·"ohn8ton and my s e l f anc• <~e 
all counted oursel ves out a lmost i mmediately and 
said this wa s an ongino problem, design and p ro­
duc t ion , and George !!ead is t h.:> !l'.an who has had 
engi neering experience and it should be co~pletel7 
turned ove r to h i m Yllth tho d i s cre t iona ry po1·:er 
of finding h i3 O''m asoistunt . So r.:r . Hinckley 
and I in thi s respect are byctande r s and ~!" . Hun­
sv.Jcor has gone home . 

Dr . f:oe d is ct> r ryinc the ball at tho morn en t . 
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Well , but don ' t llliaWlderatand what Kr. - he i s 
talking tor himself. 

Yea. 

I mean, it sounded - -

I say we have withdrawn ourselves. 
been another group in hare and Dr. 
engine expert. 

There has 
llaad 1a the 

Yes. In other words , he is the only survivor 
trom yesterday. 

Right. 

Is that fa1rt 

Right . 

I mean, be is the only survivor out ot yesterday 
who would stay after I described the thing. 

Now, bow do you gentlemen feel with this thing 
as to the method - as to this great difficulty 
concerning engines? 

• • • • (unintelligible accent) •• •• there are two 
different schools of thought . Some of them say, 
"Give us more power, some~g like engines with 
two tbouaand horsepower, and we will do the same 
thine that a ..-ller engine will do. • Now, it 
1a a questionable problem. I think that we a.re 
inclined to believe that - the top performance 

should reach reasonably - -

The top speed can be reached with a liqui d cooled. 
The top rated climb probably would be r eaChed 

with the air cooled. 

11h1oh one of you ia 141ll1kent 

I am. 

I don' t know wba t your --

8 
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Yes . I say that the mos t surprisinG thing 
to me as a resul t of our s urvey - we talkod 
to all of the major manufacture r s yesterday 
and discussed th i s thing in some detail . The 
thlng t hn t nas mo3 t surprising to me v:a s the 
l ack of int erest, with one or two e;o:ceptions , 
in the liquid cool ed engi ne. That is p rimarily 
because Cal ifornia has not concentrated on t h e 
pursui t t ype of airpl ane . 'ihe manuf acturers 
we1~ not interested 1n pursui ts , d i dn't want 
any liquid cooled engines , didn ' t see any use 
foi• ehem. ':he canufacturors - one manufacturer 
who had been producing pursuit planes sai d they 
•:eren ' t interested in liqu i d cool ed, that they 
thou~t the tr.o thou~and hor::epo.,er a ir cooled 
ennine "'as the thi ng for a pursuit. 

The other peoplo t hat •to tall<ed to who have been 
considering pursui t planes and have designed 
pursuit planes feel thD. t I"A\at th ey want i s a 
f ifteen hundred hor3epownr liqui~ cool ed pursuit. 
'!'he twe l ve hundred horsepower, they <Jay , was 
ont i s.factor:r until the new military re 'luiromen t:s 
a ppeared. There h as been s uch a demand f or in­
creased fire power and armor that the twelve 
hwldred horsepo11er engine, t h e¥ novt feel , i s a 
li tt l e too small and fifteen hundred !1oroepo•tcr 
i s what thoy think 1s necessary. 

A la rce n umbel' 0 f l.,unS and 8 ri'IO :" p late . 

Bu~ i n c ener&l "e found a surprlsi nc lack of 
interes t 1n t he liquid cool ed eno ne v;ith these 
one or t wo exceptions . 

!.lid you ta l k " i th Vul teo? 

Yos. 

And they ore not intereoted? 

Vu l tce is in terested i n ~he ai r cooled engine . 

Vulte e believes ent i re l y l n the u1 r cool ed. 

And Korth American? 

9 
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Similarly, w1 th somewhat more power. 

You (Young) be sure tha t these fellows meet 
Ziegler. Ziegler is the chief designer for 
the French Government , civil, and I th1nlc that 
it 'IO)uld be interesting to meet him. He 11 

veey intelligent. 

You were talking about these engines. You were 
say1ng that there is veey little interest in 
the liquid cooled. 

Yes . 

10 

\fell , it is important to decide 11hether t he Oovem­

ment wants to put its money into something that 
we migbt expect to have in a year and a half or 
two years and have something which we hope will 
be a lit t le bit better than anybody else ' s . 
1bat is 'llh)' the Prea1dent is having me do this , 
because I have no preconceived notions. I mean, 
I am not riding a liquid cooled hobby or air 
cooled hobby. I want something that will hit a 
little harder and fly a little faster than any­
body else has got. Tha t is all I want. 

One of the manufacturers in particular pointed 
out t hat he thought the air cooled engine waa 
the more reliable engine with less maintenance 
trouble and tha t with a fleet o f air cooled 
m111taey airplanes , you could have them in the 
air more of the time t han you would with a liquid 
cooled engine . Eveey time )'OU have a bullet go 
through your liquid cooling system, of something 
of that sort, that engine is put out of commission, 

mereas it takes a more vital shock to put an 
air cooled engine out of commission, ao that , from 

the point of view of merely keep1ng the airplanes 
in the air, he was very much in favor of the air 

cooled engine . 

Well , if you will talk with Colonel Jacquin and 
Mr. Ziegler of the French Mi s s ion , they will tell 

)'OU that that a rgument doesn ' t bother them, but 
I mean I heard that argume.nt two months ago 
and the French Mission baa crossed t hat bri dge 

' ' 
I .- ' .,., 

j ~· '1 ' ' i.l . 
"'' I . • 
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11 -· 
and I think i t would be interesting to have you 
talk to Colonel Jacquin and Mr . Ziegler, because 
the English haven ' t anybody comparable to those 
peopl e here , but I heard the very same thing 
and then when they got all through and done , they 
wanted the liquid cool ed engine . 

I see. 

Now, wh&t they have done to overcome that is , they 
have al'IDOr plate around the engine . 

Oh, yes . 

They put armor plate around the engine and around 
the pilot and they say it doesn't make any dif­
f erence . Jlo,. , I can't argue with you technical 
people , but these two Frenchmen can. 

Is that really the problem right now, Mr. Secre­
tary? The problem is to get out some motors , 
isn't it? 

That i s r ight. 

Any k ind , with horsepower. 

Of course , the probl em i G tied 1n Ylith what type 
of motor you ?Iant and we are --

\7ell , it is e ventually, but right now the crying 
need is more mo tors . 

we know there are high pe r f ormance ships that bav e 
been designed around l i quid cooled engines 1n this 
country . We are waiting on the Allison, f or example , 
right now and i f there aren't Allisons, there won't 
be any airplanes of the type on which time baa 
already been spent . 

Liquid cooled vereus air cooled - we thought of 
another question which you dldn ' t mention , t he 
question of the trainers. 

You see, the Allies like to use the Menasco 
engine. 
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The primary trainer. 

Pri mary trai ner , Which is an air cool ed engine 
but built l i ght and I believe that i t i s - i t 
wi l l use more than Allison, because i t will 
be harder to get them. You need some surve y 
a bout the t wo factories , t he Uenasco and Kinner , 
I see, end I mea n some survey about the pro­
duction now and about th e possible production. 
I mean six months or a year from now. 

You have those. 

We ba ve those de ta . 

\"/ell , what I 'II"Ould like you to do , r.hen we get 
throU3P here, would be it you gentlemen would 
go with llir. Mead and i t Mr . Vlarner cares to 
go with them it would be good, and sort of put 
your beads together and talk t he thing over. 
Mr. Mead has had a day's head start end he has 
been with General Brett, who does procurement 
tor the Army and Captain Kraus, who does procure­
ment for the Navy, and exch .. nged information. 

Now, one thinu that I wanted to ask about, have 
you people In California develop ed anything along 
the plastic line Whe re t he y can turn out either 
small or big planes fast? 

12 

The re is one development a bou t which I t h ink none 
ot us knows very much. Colonel Clark is interested 
1n it . >hey ba ve so t ar , I think, produced ooe 
airplane. 

And what is that , Mr. r•ill1ken. 

It is a trainer, es sent ially a primary trainer 
type . 

That isn ' t the plastic airpl ane , rea l ly, i s it? 

That is the Timm. Howard Hughes is oaking it 
with a techni cal expert. 

'IhA t is a plytrood, adhesive and varnish airplane . 
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Is that something Which the Government ought 
to look into and put some money into! 

I think the Government ought to look into that 
general type of production. I ~11nk for t r ainers 
undoubtedly if we want a very large number of 
identical planes, they can be built w1 th much 
less labor rrom plywood t han rrom other materials . 

It is not a real plastic, i t is plywood. 

Is that a ~est Coast company! 

There is n company on tho East Coast, also , New 
Jersey, thn t is working on ver7 similar lines, 

It is a private --

It was originally Sherman Fairchild's and it 
migrated to California about a year ago . 

They have spli t it , as I understand. Sherman and 
Hughes are working on it, Shormnn in the East 
and Hughes on the Coast. 

!.3 

1bere are several s tudies going on in various parte 
of the country. 

Those are certainly in the experimental stage, 
thaug.'1 , and no t even in the beginni ng of the 
production stages . 

Yes, but they have built tuselages . They have 
the dies for building tuaelagee. They can re­
produce those. There is no reason to doubt 
that they can be put into production as rapidly 
as dies can be built for relatively simple fUse ­
lages , Possibly for •lings, though that ia not 
certain. They have mnde wings and tail sur­
faces in New Jersey. 

It seems to me they hove d one it with Engl and , 
but I don't think it haa reached the productive 
stage. 

That was a nore truly plastic airplane. 
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About two years ago , but this was also in the 
experimental stage. I suspect Germany also 
will go very far this year in that line, 

But if we need a lot of trainers, and we do , 
would 1t be worth while looking into this 
p lywood pl ane? 

Very much . 

I think so. Time and pri ce would be important, 

If ,.;e wanted to turn out a thousand or a ny one 
model and required them to be ruaged enough 
for training service, I think that would be 
the qui ckest and moot econorn.ical method or 
making many of the parts , 

Have you {Mea d) a room where you can meet? 

Oh yes , sure. 

Mr. Mead bas b een here 24 hours , s o he feels at 
home. 

Thanks to you. 

He is already - I moun , I am sure he has sot a 
lot of ~reasury red tape in his pocket. r~y 

don't you gen t lemen sort of get together end 
I wlll be back h ere fro:>~ the f•hite House around 
5 :00 and i f you have some ideas by that t ime, 
I I:'OUld be gla d to talk a gain and sort of rub 
the edges off a little bi t and - ybe you won't 
be quite so formal back i n the other room as 
you are here . I think trom wh a t I have sta t ed 
a nd plus wha t you {¥lamer) know and Mr. Mead 
knows , I think you have got what our immediate 
problem is. As ~~ . Ui.nck l ey says , we need a 
lot more engines a s of yesterday and we find 
ourselves in a very emba rrassing s i tuation and 
we would l ike to - so I think if you would go 
ba ck to wherever they h ave given you a room 
and then Tihen I come back f r om the 11h1te House, 
I •~ld be glad t o t alk acme more , 

14 
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May I a sk one 3hort questi on, tho general answer 
to wh i ch you may be interested i nT In your study 
of the production capacity or Menasco and Kinner, 
you were assuming thei r present types of engine 
which woul d r equire new airplanes. There has 
been eocte talk also o f li censing the \",birlwind 
and '.iaop , J r. 1n those planes. 

We studied thAt. 

Menanco believes for mili tary combat it would be 
better to build s omething for the license . 

15 

'.'lhat you ought to know is, we are s1gn1n£ contracts 
toda:r or tomorrow wi tlJ both Prn t t & r:w. tney and 
\'lriO>t , the Go ve nunent !s, so thAt we can license 
other ma.nutacturers to r:-.ake the four and six hun­
dred horsepower Pright and Pratt &: flhitney, so 
we will be 1n a da y or two in a position to ne­
gotiate with other manutncturers to license them 
to make the four and six hundred horse , ei ther 
Wright or Pra tt & l'lhi tney, 

It i s a period of time we a re talking about . 

'Ihe Government will have the right t o license 
other people 1n a couple or da ys . Y.ben I cone 
~ack, i f you gentlemen aro still on f riendly 
teros , and so forth and s o on, I will be glad 
to see you. 
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RE SMOKELESS POWDER •tay 22. 1940 
3 : 30 p .m. 

Present: 

H. H. Jr: 

eradway: 

H. M. Jr: 

Br a dway : 

H. l! . Jr: 

Bred.:ay : 

H. ft , Jr : 

llrad•tay : 

H. !!. Jr: 

Bl"adway : 

H. IJ , Jr: 

ilradwa;y: 

H. M. Jr : 

!Jr. Purvia 
l.!r. Picot 
lo!r . Young 
Ur. Sullivan 
r.:r . Bloch- La1ne 
l.!r . Bradway 
Llrs Klotz 

Mr. Brad•toy , the reason I Tlanted t o see you 
was, t his Alli ed Purchasing Commission \~orks 
with me at tho President ' s d i recti on. You 
may or may not know 1t . 

Yes , I know i t . 

And on this question o f powder plants , you 
evidently <~anted to get t he clearance of the 
Stato Depart ment and I take it you h&ve got 
that. 

I haven't . I have the letter r eady to present 
and Mr . Yost said he had mo.dc a date fo r me 
t o come and see you at 3 :30 and that I should 
keep the lett er until after the conference. I 
have the let t er written. 

V.bat i s the letter? 

Uell, i t i8 just a forn letter . 

You mean you want to clear it <lith the State 
DepartmcntY 

It i8 j11at the form l et t e r " e s end. 

~ell , can I handl e i t for you? 

I f you wish. As far as I am concerned , I v:oul d 
have cono back and g1 ven i t to Mr . Yost . 

Uel l , I would be gl ad to handle 1t for you. 

That r.ould be all r ight . 

Now, on the assumpti on that the Sta te Department 
says yoa and t ha t T:e get t he green l i ght f'rorn 
the Army, on that assumpt i on, see, coul d you 

16 
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be saving time f or youraelf and the Allied 
Purchasing Commission a nd get i t down - to 
get together up to the point of s igning a 
contract? 

You mean so f er as the information we ere 
going to give to CIL? 

Yes , 

I am not sur e that there would be a contrac t 
thoro . 

There woul d be no contract in that case between 
you . lie are going ahead , so t ar as the Canadian 
contractor is concerned, a s i f that percission 
is going to co~e. 

17 

Ylell , I mean, are you waiting on anything, pending 
this permission? 

For the moment we are going s t raieht ahead. There 
would be a moment i n the very early future where 
it i t wasn 't t here, it woul d begin to hold things 
up, but we ere assuming t hings t o be f avorable . 

You under stood our pos ition , •~ · Morgenthau, ia 
this: We have received f r om the canadian Indus­
tries a letter making a formal request for the 
"know-how" and technical assistance with the pro­
posed powder plant, '!he duPont company, a ssuming 
that we get cl earance from the State Departmen t , 
will not make a contract for that technical 
assistance. It won't be necessary. In so far 
as t hat - now, i n so far aa t he - it ia my under­
standing in the first place that from the United 
States Government's angl e - you may correct me 
if I make a mistake here - f r om the United States 
Governmen t ' s angle, tbey wore prepared to release 
this i n fonnation to Canadian Indua.tri es , Limited , 
it and when the Allied Purchasing Commission had 
made a contract with the duPont company or - or 
any other c<r.pany for a capacity with a minimum, 
I believe, of 20, 000 tone. 

Twenty- four . 

Regraded Uclassified



Purvis : 

Bradway: 

H. t: . Jr: 

Purvis : 

3radway : 

Purvis : 

r rndway : 

u.r.: . Jr: 

'lradwny : 

H. J.• . Jr: 

Srnch•ay : 

n . 1~ . Jr : 

- ~ -

llo , twen t y-four i s probc.bly what .:e will do , 
but t went y thousand is on the reco rd. 

Yes , t wenty- four thousand is the figure , bu t 
twenty thousand i s vthat we were talki ng about . 

The unders t anding ••as that i f they si6ll up with 
Hni ted States manufacturers for a given alnount 
of tonnage - it "118 twenty thousand tons. 

TYtenty thousand tons . 

··.hen tha t r:as done , tha~ in return •;e Ttould give 
the-. techni cal Assistance. 

'ile ••ou l<! g1 ve the CIL t he information, t echnical 
information, or make some arrnngenents 

The onl y question no<~ i s whether •:e can run t he 
~wo things together , becauoe I have given you 
my word tha t 1·:e sha ll be makine; an arrangement 
for t hose quru1t i t i e s. I am just br ingi ng the 
th ing a long in parallel. 

\fel l , bef or e I can tell the State Department to 
re l ease th i s , I wi l l have to tall: wit h the Ar rrrJ, 
because thnt i s the understanding I have •1ith 
the Army and we will make this another thine I 
have to give to Gene ral what ' s-his-n~e. 

Of course, the duPont cOMpany has no particul ar 
pa rt in this procedure at t ho oooent . 

I didn ' t l'.nor1 j ust r.hst i t was , but ~e th i ng 
I am interested in - and I did pass the word 
of the President on - and ths t is that twent y­
five hundred - two million five hundred thousand 
pounds of powder that the Navy released. 

Yes . 

Has that e ve:• been cleaned up? 

llo . r;e e:-:pect a letter from tho Secr etary of 
War any day . I t hasn ' t cone i n yet . The moment 
that c~es in , ~e will mako a contr act . 

You are r.aiting for a letter f r oo the Secretary 
of r.ar? 

1.8 
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The Secretary o£ War . You see - -

I thought Colonel Burne instructed you people 
to go ahead with i t. 

We bad no letter from tho Vlar Department. It 
was a greed, yea , that they would release the 
powder, in so far ae tho Wnr Department was con­
corned. 

V.'hat kind of a letter do you want? 

'!hey know oxactl::r 'llbat to write. There Is a 
paragraph of t he agreement that was reached in 
Gen eral Harris' of£iee --

A point, I think , has arisen Which may be de­
laying this , Llr. Secretary, and that 1s that 
when you talked with me your belief was that 
it would be possible £or us to got this release 
as from the first of June . 

'lllat h right. 

!low apparently as a result o£ a meeting they had 
down here in Washington, it is the first of' 
October. It is to recapture that t hat we are 
arud.ous to do . 

Just a moment , Mr . Purvia. The Navy released 
the t capacity to ua and t boi .r release was baaed 
on the amount of powder they would h ave asked 
ua to make beginning the £1rst of October for 
granulati on, not delivery. 

The £irst o£ Octobert 

Grnnulation, that i s r1snt . 

Or the £1rst of June . 

No , no , first of October. 

Well, that may be the anawer . 

You see, that co~es down to that , that they have 
unfinished at tho present time a certain amount 
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of powder, They cancelled their proposal that 
they put out for 700, 000 pounda. lhere remains 
unfinished on t heir orders a certain amount of 
powder, Ri ght now we are making 600, 000 pounds. 

Yes , but 14r . Bradway , may I ask a question, 
because I think this goes to the heart of the 
problem. 

»y understanding was that t he first release we 
got from the Navy, 600, 000 pounds , at the rate 
of 150, 000 pounds a month , approximately - that 
you remember, 

'lhat is right. 

20 

As I understand it, when that release was given 
us, there was a que.ntityof 5651 000 pounds 1n 
process of manufacture which had to be he l d back, 
is that right , on order? 

More powder on order, oh yea , 

Now then, <men VIe get finished on the f i f teenth 
of July with that 600, 000 pounds, doesn ' t the 
565, 000 come under that? 

Not all of it, You see, that is quite involved, 

You see, there i s a new 2! million pound capaci ty 
ovor and a bove the 600, 000 pounds . 

That t..-o and a ha.lf actually will amount to about 
two and a half milli on pounds , but that doesn't 
begin until the first of October , in so far as 
our powder schedules are concerned and the 
Secre tary of War ' s letter will releaae it as of 
tha t date , 

»ay I aSk you one other question? If an addi­
tional 2i mi llion pounds over and above the 
original 600, 000 pounds - 1f tho capacity for 
that 2t million has been released as from the 
first of June over and above the 600, 000 pounds 
capacity 

Yea , but it wasn't released aa of the fir st of 
June . 
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I see . I thought the 565, 000 pounds belonged 
to the 600, 000 pound ca pacity and that thi s 
2i million was s omethi ng fresh that was can­
celled with you. 

I know, but Mr. Purvis, after all, there the 
Navy schedules would run over a period of 16 
months. 

Did the Navy set that date of October 1 , Mr. 
Bradway? 

I set the date with ~r . Compton of June l and 
Llr. Conpton a greed to it and the President 
directed h1m to do ao . 

I am sorry, but there muat have been some mis­
understanding there. 

This 2t million pounds that I am talking about 
i s a contract between the Navy and you, i sn ' t 
itt 

There is no contract. 

Well , i t was an order. 

No , we had no orders . I t was simply a statement 
by t he Navy to us that , "'::e will require for the 
next four or f ive ye a rs , based on our ship con­
struction schedule , more powder fra:t you than 
we ant i ci pated . 1'/e will want 2t million pounds. • 
n e said, "All right, we will make a mental reserva­
tion of that , " and T:e have that lined up on our 
production schedule along w1 t h the other requi re­
menta . 

Ylere ;you making itt 

No . 

Were ;you prepared to me.ke itt 

\7e can in October, yea. 
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In October! 

Yea , certainly. 7bat 1s the capacity that ia 
released, that 18 exactly it. What the A~my 
is going to release --

'lhe 1mprese1on that I was under , and certainly 
the impression that llr. Compton and A<ill1ral 
Furlong left me under, was that you are manu­
facturing at the rate of' 10, 000 pounds a day 
for the Navy. 

No. 

Now look, would you do something for meT 

Our manuf'actur1ng schedule , if I may interrupt, 
is very complicated and unless you are familiar 
with 

Now, I will tell you what I would like you to 
do. I would l ike you gentlemen to go to the 
As sis tant Secretary of the Treasury Sullivan' s 
office now and let ' s get this thing down 1n 
black and white, how much the Army and NaV7 -
and eo forth and eo on - because we have given 
these people our word that they could get it, 
but e vidently from what you have told me we 
have given our word on something that doesn't 
exiat, so let's get it - because this takes 
more time than I have got. Couldn • t you all 
go 1n lllr. Sullivan•• office and put 1t down in 
black and whiteT If there 1a something - you 
expect a letter, you expect a release, you 
expect this and that , if I know What it 1a --

I can tell you. As far as --

22 

I want to get it down 1n black - it is impossible 
for me to carry all these things in m::r head and 
everybodJ - 1t is no reflection on you - but every­
body 1n the Government, I will put it that way, 
tells you a different story. 

or oourae, I haven ' t told you an:y story yet . 
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I s aid the Government, so why don 't you go -
is that agreeable 11'1th yout · 

Yes , of course. 

Go to Hr. Sullivan' s office. Have you gentlemen 
got time? 

Too much of it. 

As far as we are concerned, remember this, that 
we are 1n the hands of the Army and Navy or the 
Government , if you want to put 1t that way, o.nd 
wo can make no statements for the Army or Navy. 
We are speaking for duPont . 

Well, you tallc with duPont and maybe you could 
get - maybe you could ge t Louie Johnson and 
Compton each to send somebody over to the office 
right away. Maybe Adl:dral Furlong or somebody. 
I want it on a piece of paper what they are talk­
ing about. One person aaya they get thi s, and 
the Army says this , and t he Navy says that. DuPont 
says something else . Now, try to get it together. 

All right , sir. 

They have it in the Seor otary 1 a off i ce now, the 
formal letter they a re goi ng to release to ua, 
with the very pareg raph of the agreement that 
was made over 1n General Harris ' office. 

Release 1t as of October l . 

Mr . Compton said June l. Thank you for coming 
down. 

Thank you; glad to hnve met you, Air . Morgenthau. 
L!aybe v;e can straighten this out and this other 
thin3 on the release from the State Department, 
you will take ca.re of that? 

Definitely. '!he way I would start it, get Mr. 
Purvis to tell you wbat I sa id t he Administration 
would do. 
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I have t he memorandum that I made then. 

Ani then i f nece aaary let Johnaon and Comptoo 
either co111& th ems elves or send s omebody over, 
but aee if you can't sweat this thing through 
ao at least we can get together, because some ­
body is haywire . 

. 24 

Then shall I get 1n touch with you as soon as 
we fini sh? 

When it i s all on a pi ece of paper and it needs 
action, when it gets down to details, »r. Wood­
ring or Ur. Ed.ison decide something, or !Jr. Bull , 
men it is down to t hat , inform me, but not until 
i t 1a in the form that i t needs the signature 
of a Cabinet officer. When i t i s in t ha t form , 
bring it to me. 

Thank you very much. 
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L:ay ~2 . 1940 

The or1~1nal of this was given to 
General ~rshall today at 4 p . o. 

t • 

y' 
• 

• 
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lleU>nmdwa or Co.nference or the PreaideDt 

held at The lihlte Bouae at 4: )0 P•"'• , !lay 22, 1940. 

Preaent: The President 
Secretary Worgentheu 
Oenerel Marshall , Ohio! ot Stat! , ~ 
A~iral Stark , Chief of Operations, Navy 
William R. McReynolds , Adziniatrative Assistant to the 

President 
Bri gadier General Watson , Secretary to the President 
Preeident' s Navel Aide 

Secretary llorgenthau expla ined to the Preoldomt that tha TOlwoe 
ot work developing in connection with t he preparedness program, par­
ticularly with respect to handling torelSJI orders which int1=tely 
attect the an;, and navy preparation prograa, wae becoming so great 
as to make it vltell;f nacessary that some core forzal organization 
and authority be set up tor bandll.ng this work to Eake aura that it 
tunotioned ettioiently. Ho pointed out that tho Allied Purcboei ng 
Comm1so1on bod placed in hio banda re~ueata tor munitions and equip­
mont in such quanti ties as to mall:o it noceuary tor this country to 
place the manufacturing production rao1lit1es or the country tor the 
typos or material involved practl oallJ on a war mobilization beals 
in order to meet that s i tuation. 

As a first step, the Secretary euggeoted that the plan outlined 
in the ""'•orandlllll to him, dated todO¥, by Colonel H. K. Rutherford, 
be tully put into effect with cortoln ~ltioationa indicated on the 
chart which the Secretary hlmselt had proaonted. The President looked 
at the •••noorandwo and chart briefly and 1-.liotely state<! that he 
did not want to do the job that way; that he felt the whole progru 
WOuld get OUt Of balance it t his WOH dODO because of the empbesle 
placed on the industries 1mcodiate1J involved to the dotrtDent or 
other eooential functions; and that he wee h1&eelt planning to re­
conotltute the Council or National Defenoe , which io a legal organiza­
tion provided tor tbio purpooo; that be bod 1n il.lnd tbo persona to 
oone. As tar ae the Cabinet U~t<boro were concerned, he would add 
tbe Secretary ot the Treaeury o.nd be alao would add the Director or 
tbo Bureau or tho Budget . He also otated that bo would expect 
llnRoynoldo to act aa tho Executive Secretary tor that Board. 

In tbo discussion that tollowod tbe Preoidont bad the Chief ot 
Starr review tho probleos reload by tho Allied Purchaoing Comm!ooion 
with reopect to their request tor the tranoter to them of munitiono, 
planoo and other equipment now either in tho banda ot the mll it&rJ 

~­.u 
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'bruo!IM 1a ~e oooatrT or 11D4azo ordazo tor 4aUnrr. The PHa14ct 
acree4 with tbe rac&Ht1Cile -.de 117 O.enl. llareball u to 'llbat 001114 
be dcae a4 -t 001114a't; eelted thot he uoarteia bow .uoh treetara 
ot •terlal ooul4 be lecltJ.l:r •4• to the allied aon~h; aa4 4.1-
reoted thot the -t7-t1n bo.l>J..aa plaaee bo118ht 1a the •t1ret lot• 
117 the ... .,., wh1oh are """ OCil814eN4 •••te to t~ en4 r .. ctJ tor tbe 
jiiJIIt beep, 'ba ottaN<l 1t tho All1 .. eboul4 4eo14a they ooul4 alta ue 
ot thea. 
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- 22, 1940 

Subject: OrgiUibi.Dg tor lllergenCT Production of lll.mitione. 

1. In COIIlpliiUice with your nrhel requeet, the toUowilla 
1DtorsetiOD on the eboTe eubject io eubaltted. 

Since i ta organization eigbtoon years ago, tbo ~ and 
Navy Munitions Board bee given ita entire attention t o tho problem of 
prepar1Dg tor the prompt and ertectin production of ~~~~nitioce 1a u. 
~a.ergen07. The plane whioh it has devdoped over t heee years are the 
product at no ta41rihal or group. They hove been n olved gradually and 
care tully . They are baaed on lforld War experience, moditied and i11proved 
upen by adYioo and counsel from e multitude or sources - within ~ and 
Navy - from other Government Departments and trom outside egoncieo and 
individualo. The solo desire actuating those who hove worked on tho plane 
has been to perfect our 100esures or national detenee eo that in t 1.1110 ot 
need they llight bo practloel and ilii:Dediately etteotln. The tact that 
these pl4118 hove been r n iewed and approved b:r ao m&Q1 qualified individ­
uals jueti!loo the conclusion that they are sound and will be effeotivo 
in an emergency. The following 1a a general sUIIIIIU')' ot the act~vitloe 
which hove boen involved in prepering theae plene: 

a . Determina tion of t)'peo and computation or require~ento 
tor e major war effort. This tee~ hoe been completed tor general eitue­
tions but u:r need eo ... alight revbiOD to adept the reeulu to the 
epecifio eituetion now oontronting ue. 

b . Completion ot an industrial innntory or the country 
and earmarking- suitable plants tor ths war-ti:r.e production or spec1t1c 
items of munitions. In the pest t wenty years, soma 20 ,000 plants have 
been inepeoted and over 9 ,000 are now earmarked for the production of 
proble:ll i tea. Training ot those plenta tor their war alaeione 1e pro­

ceeding ea rapidly as availeble tunde will permit. 

o. A:rnr:r end Navy plans tor procurement in war have bean 
coordinatod, ruod combined where possible , in ths interest of sftec tiveneae 
end to aTo14 competition and confliot or interest . Requirements or the 
Maritime Cowmiesion have been included. The essential needs or tho oiv11 
population have been allowed tor in ellocet1og plants tor war production. 

d. Detailed studies ha'fe been carried out regarding iapertant 
economic rectors upon wbich the aucoeea or the industrial war effort 
depends. Other interested Oovernment Depart~enta, technical societies, 
organized industrial and business groupe, and qusliti~d ind ividuals beve 
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contribut ed to the completion ot the plane for meeting these problema. 

Among the mora t.portant actiTitiea on which studies were initiated 
by the Arm:T and NaTf llmitione Board and for which plana ban been prepared 
or are in !JX'()Ceea are the following: 

New Conetruction tor II!Wiitions production 
Strategic and other materiale 
Power and J'Uel 
Trana})Ortation 
War Trade 
War Credite 
Machine Toole and Equipment 
Labor Supply and Industrial Deferments 

It is tho belie f that theae plene outline sound and practical 
aetbode of organizing for tho effective prosecution of warfare on tba industri­
al and economic front, wbatnsr ngenc:y or nganciea be decided upon to neoute 
the ... 

It ia beUend, bowner, that t ba Anq and llaT)' llunitiona Board, 
nth aoce atrengtbaniaa ot personnel can Met the present emargen07 etfecthe}¥. 
lt is already organi~ed a s a going concern and can expand i ta act i Tities 
wi tbout dela,y. It enjoys the confidence of ind11.1try and can roadi}¥ obtain 
full cooperation. 

It ie therefore recommended that t he following atepa bo taken: 

a. The functions of tho A:rll>l! and llaT:y llunitiou Boar4 be 
claritied and oonfim ed b)' a atatemont from tha Praai dllllt and such additional 
tunda and personnel ae meJ be needed for ita eftectiTe action be made 
anilable. 

b. lui 0 A4Tieory eo-ittoe tor llwl1t1ona Pro4ucUon• be 
organi zed by t'iia ArJ::r and llaT:y llunitlona Board t o auure "'"xi"''" ettact1,..neaa 
1n the utUization of all industries eaaantial t o carrying out the 111mitiona 
program now beiaa launched. 

The attached diagr~ outlines the organization proposed aboTa with 
aoma additional auggestiona regarding the poes ible a ctiTitioa of the new 
co.-it tee. 

Inol. 

B. ~. Rlfl'HRREORD, 
Colonel , Ord. Dept., 

Director , PlanniD« Branch. 
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118¥ 23, 1940. 

I checked with !4 J'oler witb respect to the Council ot Iation.al 

Defense and find thet that 1a a statutory organization Ua1tad in 

membership to the 

Secretary ot War 
Secretary ot NaYy 
Secretazy ot Interior 
Secretary or Agriculture 
Secretary ot Com.erce 
Secretary ot Lebor 

33 

and 11181 not ba auppln:ented by the addition or other n officio u:tbera 

or outside membere. It oeelll8 11kel,y thet the Preeident would want to 

uee the authority contained in the 1916 law as a eubetituta tor tbe 

Council ot National Detenae and create by !%ecutiTe Order a •Board or 

llob111:r.ation ot Induetriea Eeaential tor Kili tary Preparedness• whicb 

would parmi t hi.a to place on euch a board anyone he eel&cte. 

' 
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RB Am BXPANSIOII PROG!W4 May 22, 1940 
5t45 p . m. 

Presentt 

H. M.Jr t 

Vlarner: 

l!ead : 

Carment 

l!r . Warner 
l!r. Mead 
l!r. !41111ken 
L!r. Lombard 
Mr. Carmen 
Mr. E. N. Taylor 

\'/ell, where do we start, Mr. \'larnert 

Well , I just came in. I was with them the first 
part of the afternoon, but Dr. Uead had better 
s'tart. 

Well , I think that Mr. Carmen has some doubt of 
what t he gentle~en who come to us rro~ the 
Pacific Coast could contribute and I think he 
might tell us a bout it. 

We have been following f ive points in our dis­
cussion. The first one wou ld be the immediate 
need for Al lison engines. l'le say th1a 1s a 
job for engineering production specialists , and 
one suggest i on thnt came up was a lowering of 
the existing requirements since this engi ne has 
the highest r equirements in the United States 
and many of them should be reconsidered, 

• ••• (unintelligible accent) .... 
Dr. Wead believes we should raise the horsepow~r 
up to 1500 or more. 

Now, the third questi on that must be discussed 
is the problem of shifting the engine production 
for the trainers of.f from the big companies and 
to the smaller companies. Now, we gave out the 
data of our survey and I don ' t think that .,e can 
have much of a part in it . On Menasco and Kinner , 
we gave Dr. Mead the data on the present pro­
duction and fUture production connected with this. 
The first question is the standardi zation. I 
t hink we agree that the types for the larger 
engine are pretty well determined and we gave 
Dr. Mead the information that we got from these 
companies . The problem is a thing to be worked 
out with each type which ie desirable for the 
small trainer ship. 

35 

Regraded Uclassified



H, M, Jr: 

~·.·a rnor: 

H. L: . Jr: 

'u'arnor: 

H. !& . J r: 

t!ead: 

Carnien: 

~cad : 

Carmen: 

- 2 -

.... (unintell igible) , 

The fifth question is what you mentioned, the 
plastic or pl y-ttood airplane. I have been asked 
to repor t about the present statue of ~eae 
new plywood airpl anes , to find out how far they 
are f r om production. 

I should think unless ws wsro duplicating soma­
thing ~t somebody else 1s doing that it wou ld 
be very useful to know whether they coul d get 

36 

out a plastic or plywood p rime.ry trainer, wouldn 't 
you thlnk so? 

Yes , by all means. I think we ought first to 
find out how far the Arrt13 and Navy have gone. 
I know that t h is particular airplane that is 
under development in Glendale has been subject 
to a certain amount of 11tudy by the Army. '!hey 
had under consideration g iving of service test 
ord ers for t he airplanes over a year ago and 
the re is a certain amount of hi s tory which I 
don 1 t know, but vthioh ought to be l ooked up. 

Could you get that tomorrow? 

\'le will discuss it and aee that it is secured, 
whether I get it or whe ther s omebod;; else does . 

But I mean , and make it availclble ? I am think­
inG t!'lat if this group fro::~ Cali fornia could 
concentrate on that , I think that might be a 
real contri bution, becaus e these priaary trainers -
well , what is the estimate of wha t thoy t hink they 
will need? 

I don 1 t know just how many 

I t is a great many, anyway. I can t ell you 
roU8hlY that it is about 3 1000. 

Three thousand, 

That is the Army only. 

'!he primary trainer - -
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But you must realize that that dependa on what 
baeis they are starting Crom. They were talking 
about a certain aaSWtled n\llttber o£ airplanes 
and iC eo , then they would have aix thousand or 
three thousand oC theae ahipa . 

You can Cigure about eight in a year in a ship. 

\Ve could C1nd that out fl'all General Brett very 
eaa1ly. Could you find that out and make it 
available to these gentlemen! 

Yoa . I think llr. Hinckley already baa sane in­
formation on the training requirements. 

l'le bel1.eve this 1.s a SPod airplane and ao designed 
as to make for more or leaa easy manufacturing, 
so it looks l1.ke it should be investigated. It 
1e not yet in production. 

No. 

You (17amer) could find out if they want anything 
dooe , if they are en t1rely ea tis tied 1n the 
pri.me.ry trainer field that they can put the thing 
1n to mass productioo fast; I mean, whether 1.t is 
ao far ott that you can 1 t fool w1 th 1.t. 

Yea. 

Is there any que a t1oo of Allied purcb.aaes on a 
large scale of primary trainers or is the Allied 
production capacity adequate to their oeedst 

The thing changes so fast. Aa o£ yeatel'day, they 
weren't interested i n the market . 

They were not! 

Yea . Today they pract1qall7 are looking to ua 
for all their purchases, everything, so I mean 
it 1a - but they didn' t 11at that in the big 
l1at the7 s-.ve me today, but - I maao, it just 
changes over n1.ght. Toda:y the question is , 
"VVbat can ,.ou give uat• Yeaterda:y the7 were 
barga1n1ng on five cents. TOda7 it ia, WWbat 
have 7ou gott• 'lbat 1a how qu1.ck the thing 
changes. 
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or cou rse , the Allies want a sh1p that is in 
production, they wan t something t hat they can 
put into t he Canadian training fields this 
f all if possible , certainly by next summer. 

w_ell, L!nckenzie King called up the President 
and asked him for 300 t r a iners tomorrow, that 
i s what he wan ted , 300, j uat like that. He 
wanted 300 t rainers right a'f1ay . 

lie haven 1 t any 300 real training airplanes . We 
have a consi derable number of light planes that 
are availabl e for the very first stage of pr imary 
training that can be used precisely as they have 
been training the C. P. T., the Civili an Pilot 
Tr aining boys th1s year. We can get a great 
many or those in a short time . 

I shoul d think unless that study 1a being aade 
that that would be an excellent s tudy and a 
very useful one, vihat is there in the pri mary 
training f iald which could be put into mass 
product i on 1mmediately. 

Of course, the plastic woul d be a t the ve ry 
l east for 18 months and probably for two years 
A\•ay, To get the production process developed, 
wh ich is the smallest part of it, to ge t out 
a design which i s found satisfact ory, wh1ch 
ha s even a minimum amount of t estin& and is 
brought to the point where it can be put into 
producti on - I think to get them running in 
any consideral>le n\llllber w1 thin two y_ears '~<OU ld 
be qui te a remarkable teat. 

\/ell --

Is tha t right? 

I doo ' t know how f ar they have e;otten at all. 
They have been very secreti ve about it. 

I am assuming tha t the production process is 
well along, but the developmen t of design -
and to put it into productton in a brand new 
material would take close to two year s. 
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This north American trainer that Carmen men­
tioned was f lown 39 daya from the t ime the 
f irst ske t ch •1as mado and the general over- all 
shape is somet h ing which I should think could 
be done in a plasti c or coul d y;ork qui te sa t i o­
f a ctoril:y. Now, i f t he co:npan:y can do t hat -
if the production f a cili ties are a vailabl e , 
i t shoul d be poss i bl e to do i t in a much Sho r ter 
t i me , but I don' t kno" hO\f f ar a l one; t he y are 
with the pt•ocese. 

That, I think , covet•s t he gr ound pret ty well, 
carman. Tba t cover a t h e ground pr e t t y v;ell 
~bat you had 1n :nindt 

l:.'veryth1n~; v:e ~alked a bout t his a f t e moon. 

\ie l l , the t hine t hat eooms to me - so t hat Yle 
\fould no t be dupl icating each o the r here and 
any o t.ho r Gover nment effort , i f the Civil 
Aeron £Luti cs coul d find out to:-.orrow Ylhat 1a 
t he situation , t h e r esear ch and proouc tion 
in the pri mary trainin~ f ield, nnd these c antle­
men can see what it i s and then find out whe t he r 
ther e is a job to be done thoro . 

Yes, wo will get tho.~ for you tomorrow. 

And then if the :y wou l d l'!eet on tha t and then 1f 
they care to meet with me again taDOrr ow after­
noon, I will be o.vni l o.bl e . 
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Way 22 . 1940 

9:50a.m. 

Present: 

J.lr, Bell 
Wr. Gaston 
J.lr. Sullivan 
llr. Foley 
Dr. White 
Mrs. Klotz 

HM,Jr: I asked you gentlemen , and ladies, to 
come i n ae friends of mine and I can ' t i mpress on 
you how much I don 1 t want this thing talked outside 
of this room. See? Because I was disturbed the 
other day - - well, I will be frank and use th1e as 
an example lf ~ou (SullivAn) don ' t mind t his , t hat 
you evidently d1ecussed with Lauch Currie , Biggers 
coming in. I don't underst and why you did. 

Yr. Sulli van: No, air. 

Nr. Gaston: I will say about S1ggera that 
Perlmeter met Biggers i i the hall •••• • 

!~. Sullivan: He kne~ that you were seeing 
somebody and he wanted to know whether or not any­
thing bad definitely been done about it. I told 
h im I thought it was now being negotiated and that' a 
t he phrase I used. 

!DI,Jr: But you must have told him the name. 

It ' s not i mport ant other than I Just want to 
illustrate please be extra oareful t hese days. 

Mac i sn't here because be's talking t o Colonel 
Ruthertord. 'lhat I wanted to ask you -- I used you 
ae the whipping boy. 

Ur. Sullivan: Tha t ' a all r i ght . 
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IGI Jr: Colonel Rutherrord 1e on the Uunitions 
Board. ~e 1 s the man who worked with Stettinius on 
this whole broad bueinese and all the reat or the sturr. 
And he oomee in here with the plan or 1916. There 
was 4 Counoil or National Detenee made up ot eix Cab­
inet members and under that oomea an Adviaory Comm1ttee 
and then comes the Munitions Board. Now i! they are 
goi ng to get things done, set uP eix members or the 
Cabinet ot which the Treasury is not a member , they 
might Just as well have a Cabi net meetings and they 
don't do anyt hing. Advisory Co~~ttee --President 
at this time hasn't got anybody. It doee not !it 
the picture . The machinery i s in the Kunitions Board. 

Ur. Bell: There is a Council ot National De!ense. 

RK.Jr: Statutory, yea. 

Mr. Bell: I thought there was •••. 

HLI , Jr: On t he etatutcl8 i·t exists. 
mombors. 

Six Cabinet 

Ur. Bell: And such other people 
wiehee to appoint. They never meet. 
because there is the nucleus •••••• 

aa the President 
It does exist, 

HII,Jr: What I wae thinking, in order to g et thie 
thing going -- as General llarshall said yesterday , the 
Allied orders · which I gave him to advise me what t hey 
could do1 puts this country on what do they call itT 
On •a mooili~ation baeis 0 • The Allied orders I re­
ceived yesterday puts this country on a mobilization 
ba81s. 

Now, the thought I had in mind - - and Uac i s 
sitting in with this fellow now. For the present, 
t o itiiPlement this Army and Navy l!unitions 8o4rd .and 
it he wants the thing done Mao aaya tor me temporarily 
to go in aa Chairman until the President oan know where 
he ie at. Now, I don ' t know whether I ought to do 
the thing physically or !or other rea sons and I would 
like your advioe to see what you think about it. 
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uacReynolde agrees that the next move for 
t he President is to blow up t hat Uunitions Board, 
enlarge it with people he wants, but t hey have t he 
machinery eo you could touch a but t on and do this, 
that, and t he other thi ng . 

Brett sends me word "You have to do some t hing 
f or machine tool s •. I can' t do t his t hing without 
a staf f . The questi on is should I drop out and t ell 
the President to gi ve the whole works to the Uunit1ons 
Board or go in as Chai rman of the Uunit1ons Board. 
I don' t know. 

~. Bel l : I don ' t know how the Uunitions Board 
ie tied in wi t h the i ndust rial mobili~ation plan. 

~, Jr : They are i t . 

Ur . Bell: As outlined in the statute. 

Hli 1J r: But , e.e I recall , the etatut o»y powers 
are vested i n the Aeaistant Secret ary of war. 

llr. Bell: So i t may be he is Chairman. 

HU,Jr: They say t hey are Joint chairmen, but 
t he President would have to tell Johnson and Compt on 
that t or the time being ~orgenthau 1e goir~ to presi de 
for him a s the r epresentative of the Pres i dent. And 
Johnson said t he other day that he r ealhed that t he 
statut ory aut hor i ty uas hie , but by direction I wa s 
doing all the st'.l!f and 1t was perfectly 4G!"eeable to 
hi m. 

Ur. Foley: I don 't think that ' s t rue. I t hink 
t hat ' s whit he says , but that i sn't true. He ge t s 
t hose powers t o be exerc i sed under the eupervis 1on of 
the Secretary of War. 

llr. Bell : No , he doesn't . 

Hr. Fol ey: Yea, he does, Dan . 

l.lr. Bell: Have you read t he Act ? 
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l.lr. Fol ey : Yes . 

l.tr. Be 11 : Well , funny Act. It cert ainly 
di1•ects the Seoretal'"J of War to do 1t . 

t~ . Fol ey: Under the supervision of the Sec­
retary of War and the job was orr ated in connection 
with industrial mobilization to be of assistance to 
the Secretary of ~ar and I thlru~ when he keeps talking 
t hat way he 1 s not talkint; accuratel;r . 

l.:r. 3ell: I hope you are right, but I know we 
studied It when I was in the Budget . 

HU 1Jr: Take a look at it. We looked at it 
once before and the t hi ng eeems to flow direct l y to 
him. 

Ur. Bell: When I was in the Budge t we looked 
into i t and we t hought it was a terrible way to wri te 
a statute. 

it ' s 
Mr. Foley : It ' s like all t he se things , Dan, .... 
Hr. Bell: Like t he Cor.~ptroller of the Currency. 

!~ . Folet : Take United States Housing Authority, 
in Interior. f you have a etro~- man at t he head of 
i t he will dominate it . I f you have a weak ::wn, like 
1'/oodring , t hen a stronger mo.n, like Johnson, will walk 
s way with the power s and he will say they were given to 
him and acts independently of the Secretary of War. 

~ Jr: LL~e the Assistant Secretary of the 
Treasury !meaning Bell) . After he ' s appointed I have 
to go around e.nd ask him. 

Hr. Foley: Same thing. 

Mr . Bell: I don ' t t hink so. 

Ur. Foley: We took a look at it the other day. 
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Hr. Bell: Then you are more current. 

HM. Jr: Well, it's a detail , because the Pres-
ident 

~. Foley: It' s a matter of personality, but 
it' s not a matter of law, I don ' t believe. 

HM,Jr: But just as a matter of Henry Morgenthau , 
Jr. , and the Treasury Department, "hat about me? 

~. Gaston: In your interest I would say no, but 
I don't think there is anybody else to do i t. Haven't 
got anybody else who is fitted tor the Job. 

~r. Bell: ~o chance of ~ettin& the situati on 
straight ened out over there? Nothing in the cards? 

HM ,Jr: Certa inly not ~,til after the middle of 
July. I don 't know what happens in the middle or July! 
I have told him, but I don't think anything. It may 
if it gets worae . 

Harry, you are usually vocal. 

Dr. White: I have rather definite ideas on t he 
subject. I reel you can do nothing else and in saying 
that I am not particularly interested about your health. 
I '10'111 be frank about 1t . I think the problem is much 
too important. I am convinced that you could do a swell 
Job at it and I am con·1inced further that nobody ln the 
Army or Navy could and I am very doubtful about many of 
the names I have henrd mentioned. 

Hr. Gaston: You can't bring ln anybody froo the 
outside. 

Dr. White: I think you would be the ideal man 
tor the Job. I think it would be a tough job on you. 
There are certain mitigating factors which would make 
it possible to carry it t hrough. One is you have been 
in the Treasury tor a long time and have developed a 
good orrani:.at1on. I think t here are good men who 
could relieve you of responsibility for routine mat ters 
and critical matters t hat come up need not occupy much 
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of your time, so I t hink you could devote the bulk 
of your time and it you could surround :~ourself with 

other competent men on that angle I think you oould 

carry through. I do think there will be terrific 
streaa and strain and you will pay a great pri ce 
physically. I nm trank to confess I don't weigh 
that very highly in what I view as t he importance 
of the other sides. It has that degree ot import­
, nce. So I think it the opportunity ie giv~ to you 

and if you a re responsible only to the President so 

you can havo a free hand i n the matter and it you have 

some selection ot the men who will work under you and 

with you, I would definitely SAY t~~t you can do nothing 
other than accept. 

Eru,Jr: Ed? 

Mr. Fol~: I teel very much the same way Harry 
feels . I thl it's a dut y that you have to assume. 

When you take 1t on, you have to realize it's going to 

be the toughest Job that anybody could tAke on. I 
think t here wi l l be an awtul lot ot sniping end nn 
awtul lot of cutting under and all the rest or it, Just 
as there was yesterday in the Vinson-Trammell business. 

And I think you osn do it better than anybody in the 

Government and I think anybocl.y 1n the Government that 

I know, who I would consider qualified to do that Job, 
can do 1t better than anybody outside , who might be 

brought in trom the outside. 

K!I . Jr: How about l e tting Harold Ickes do 1t7 

Mr. Fole!: ~ell , of the people 1n the Government 

I think Harold ekes would be my second choice. 

~, Jr: You don't have to be polite. 

Ur. Folev: I am not being polite. 

Ur. Gaeton: Nobody is being polite. 

RU*ir: Excuse me, I am being polite. 
And ltrs tz 1a being poll te. 

(Ltlughter) 

Ur. Gast on: I accept the correction. 
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Dr. White: I think there 1s eomet!\l.ng more too 
from my point of view. Not only do I th1~~ you ~ill 
bring to it that degree of aggressiveness and imagina­
tion required of a Job of that ki nd-- it ' s anything 
but a Job t hat should be handled in t he custooary 
f a shion -- but I have t ears t hat if some -- t hat t here 
is danger of approaching t!\l.s and forgetting many social 
consider ations which are vi t all;r import ant and on "hich 
t here are eomotimes decisions to be made in which there 
is a tendency to overlook matters of fundamental im­
portance to our domestic situation. I think you ~ould 
bri ng to t ha t t he prestige of conserva t i veness too which 
would ca rry 1t forlmrd, make possible your def ense of 
th1"bs tr~t woul d co~e , t hA t I t hink i s very important. 

(At t his point OeneralWatson ?hone~ and the Sec­
retary explained that t he Pr esident is seeing HU,Jr, 
General l!arehall, Adr.!iral Stark , at 4: 15. H!J,Jr ex­
plained to his group, "I had t o have it to settle this 
t hing. •) 

Lw. Gaston: It ' s ver y simple to me. A lot of 
sacrif ice for you, but we can ' t e st anybody from ths 
outside. They are all tainted and it w?n' t do and 
t here is nobody in t he Governoent who can handle i t 
but )O U . 

HH Jr: I don't know t hat t !le President "ante 
me to hanaie it. 

!.!r . Bell : What kind of a ma n i s Gener al !larboard? 

Hht.Jr: I don' t know. 

Let me give y?u an exampl e . I was t alki ng to 
s omebody las t nieht . Do you know what is the trouble 
with the Fre nch Army? They ·have people who fought 
t he battles of t he first Wor ld War . You don't see 
General Hinderburg leadi ng t he German ar!!IY today. You 
don't see-- where are those people? They are either 
in t he grave ••••• 

Ur. Gneton: They are still muttering "It's the 
man with the bayonet who decides a battle". 

Regraded Uclassified



-7-

Hlo!,Jr: And they make a man Vice Pl'e:n.l.er who 
is 72 and l ook at Ensland. 

1;r. Foley : He ' s 82 , l!r. Secretary. 

Dr. ~1 te : Toynbee , who is probably t he world' s 
greatest historian , has Just finish ed five volumes. 
One of hl.s v6lumes is right on that point and i n 1938 -­
Huntineton Cairns who g e t s a boolt a s soon as it oomea out 
tol d ne about r.h1s -- he 1Jas developed that very point . 
He has shown that nll -::he way lll ok in history, as f a r 
a s :Ustory yocs, and he ehows how every eubsequent war 
has always bee~ lost when t he leader s of t he former 
hAve been in po .. or in t!'le s•Jbseque~t ones because t hey 
uned the techni ques ar.C. tra1n1n& that :hoy go t in the 
~orner war and t he s1cn1~1oent th1nr 1s he wrote , 1n 
1938, he more or less prognostica ted what r.ould happen 
1n 1940 , because they Are un! nr tr.e caoc GE-nerals, l"ith 
some expans i on cf course , that they used in t he ~orld 
V/ar whereas the Gernans , wi t l: an entirely new aoproach, 
an entir ely nc" group of men , will ut111ze new methodo. 

Hl: , Jr: To llluetr ate : the bes t stor1 I know. 
For six r.~onths or a ycnr the Amy hils been try ino:c to 
r·et holC. o: ~..-o Rolls Royce <3!1, ·lr.ca . So they F;et 
turned do\Tn. I 1 et the::: t wo e~ir.ee . I sai d , "Ocne:•rl 
Brett , when wlll t hose en~1nes be available. • He sAid 
"!lex-; .. eel: , '!' ueeday or l7ednesdl\;/ . • I anid , • ;Jherc a re 
they?• He enid, "Th<3y are on a treir-ht train. • I 
said , "Find cut w~ere t~ey ar e, stop theo and I will 
put a truck alonca1de to t a:te them t o Dayton. • He said 
all r ight . To·nards evening , Phl.l Young waa on t h is 
t h in(; . He oolle him up and ho soya he was " r ong. 
They are not on a freight tra i n , hnve never cleared 
Cuel:oms. They nrc on :> dock at New Yor:<. So they 
got Harris out of bed a nd &ot those two en&lnes and sent 
the~ by express and they start ed teeti~C thee this ~orn-
i~ , just one week ahead of ~hat they enid. The Ar~ 
1;aelf - - if I ~as 1n ; h ere , believe me , Bret~ ~ould 
get a dreaa l :li' do..n of h1a life. I don ' t t!lnd sayl~ , 
in this rooc, tr;; t:> find General Arnold in to.,n . He a 
not r.ere and he won' t be here until we ret the b i ll 
throuch. You have to do ;;hie ::inc! of e tutt ll!'ound 
here. They have c ot to move . 

'l-7 
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Ur. Sullivan: I don't think you have any 
choice. 

~AJr: As I say , I haven't any idea w~ether 
the Presi ent wants this or not. 

Urs . Klot~: That ' s t he most important thi ng 
lfhether the President doeo not reel that yru should 
do 1t. 

HU,Jr : t'lhat do you t hink? 

!.lrs. Klotr.: Your health is a very i mportant 
cons1de:-~tion . 

H!~{;Jr: I w18h you would loo!t up the law 1n 
the neit our 'Or two. 

I:!r . G11eton: 
do ~ore 1n the noxt 
woul d do 1n 16 . 

You could sleeo 20 hours a day and 
4 hours than the rest of that bunch 

Ur. Foley: The Trensur:t llepc.rtment 1s so big 
an~ so powerfUl and has so cany ramificati ons and it 
touches industry 1n eo many dit'ferent planes that I 
think the head or the Treasury Dep~rtment 1s the fellow 
that has t o do this j ob. 

~,Jr: You can't de it-- i t' s just like 
talki ng to Ur. Sloan of Gener al ~otors . All right, 
I said, what about Alli son? Well , everything 1s 
f ine. Well, I con ' t see you. I can' t look you 
in the eye . I don ' t know whether you mean it . I 
want you t o come do~ and tel l me that acrose the 
desk. He said, When? I sai d tomorrow at 11 . 

They just made the most terrible mistake on 
the All i son engine. 

Mr. Foley: Well , i f t he head of Interior was 
doing i t and Sloan sai d the reason ~e have not done 
it was because of a tax situation over there i n t he 
Treasury, what could Ickes doT He oould not g ive 
them an a r gument. He could not tell t hem that 1 s net 
so. 

1,8 
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Dr. White: I agree with Harry , the people 
they are talking about are Just too terri ble. 

Ur. Foley: I did not get the name of the 
fellow who ls with Mao. 

RU,Jr: Rutherford. He's secret ary of this 
Board. 

!Jr. Bell: He's an Ar~TI officer too. 

Dr. White: We hl'.ve ha~ sooc deali ngs wi';h him. 

~Jr: Oh , I wish yo:.t ..ould hosr him! 
Job for rney Baruch, or his crowd. 

It' s no 

Dr. White: On "hat you spoke to John about, 
t here is some misunderstanding. I know Currie spoke 
t o me yesterday oorning and told me you were getting 
Bi ggero. 

llrs. Klotz: I think !.lac told because l.!ac took 
h im dowii8nd showed him the room. 

Ur . Sullivan: As 
8igger3. I sai d who? 
UoNe1l Glass. 

a matter of fact, he said 
He sa id t he fellow with Libby, 

~: I Just wanted to give my people, who 
are ~ners in my crime, a chance to say you ought 
or ought not to take it. But as far as the Treasury 
hAs been going the las t few days, it has been going 
~ery nicely. Dan looks fairly well . If he does not 
get enough help -- we have all t he money. 

!Jr. Bell: I think it ' s too bad that you have 
to ~o double duty. I t might turn out to be treble 
duty. Two other Departments. And you certainly 
canlt divorce yourself from the Treasury. I don't 
s ee any oth er choice as the situation has developed. 
It' s unfortunate that another Cabinet officer can't 
do hie Job. I certainly don ' t think Iokes could do 
it because he would have everybody in t he Government 
and in industry mad i n t wo months , speaking frankly. 
I don't think t hey would even coopera te wit h him. 

Ur. Gast on: I n two days even. 

oOO..oOo 
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'1'01 Secretaey lforgenU!au 

FROib llr. SlllJ.1 w.n 

SOB~T1 Conference with llr. Pllrrl.s, llr. BallantJne, llr. Picot, 
llr. Bloch-tai.ne of the Anglo-French lliasion; llr. BradwaT 
of duPont; llr. Young and llr. Sulll..an. 

Discussion rnealed a llisunderatanding aa to the date 
upon which the Arll;y 1 a relaaae of duPont in beh&ll of the Anglo-h-ench 
Purehaaing l!ission wu to bec0111e operat1n. '!'he Anglo-French Pur­
chasing 111aaion, and I bellen the Secreta..,. of the 1'reaa1>:7, under­
atood that on an order tor the Anglo-French Purehaaing lliasion of 
2,000,000 pounds, duPcmt wu to atart on June l.at. Jlr. Bradn.T 
understood that the,- were to start on October l.at. 

In the aheence of A .. iatent Secretaey of War Johllaon and 
Colonel llurna, I talked with Colonel llolloreland who &dnaed me that 
there bed been prepared for the signature of the Assistent Secretar,. 
ot War a letter addressed to the duPont Comp&~>;T relaaaing out of 
eap&cit,. resern for the Arrq 200,000 pounde per month starting 
October lat. After it was upla1ned to Colonel Melloreland Ulat the 
Foreign Purehaaing 111eaion heartil,- desired to recein this powder 
aa soon aa possible, he agreed to talk t01110rrow 110rning to the 
Ordnance llepartaent and to find out• 

1. It the Arlq can release its tun resern cap&citT 
with duPont of 400,000 pounds per 110nth tor S 110ntha, •tarting 
June l.at or, 

2. It it can adw.nce the date upon which its release 
ot 2001000 pounde per IIIODth 1e to hec..e operatin rr.. 
October lat to June lat. 

Be 1e to e&ll .. in the morning after the War Depert.Mnt 
baa co• to a conclusion Oft th1• •tter and I agreed to e&ll .baietaat 
Secretar,. Johllaon and expl&1n to h1a q connraat1on with ColoDel 
llclloreland this afternoon and to att.pt to expedite the •tter. 
Purrto and Bram.a,. are in accord that a contract oan be executed 
within a ~or toro after the rela&ae 1e receiftd bT d1ll'OIIt frca the 
Arlq. llr. BradwaT states that it a:~ not be possible to start wort 
Oft J'IIDe let, but thq w1.ll be able to do ao within a tn daTa attar 
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"- ,..t ud ~ ·- -.11 attN> .,.... ,..t to ~ the :z,ooo,ooo pcMIIl order 1!l 5 -u. traa ,_ at. It reqa1ree 2 
-the tor the prooMe ot -raotve to be o~tecl ud ~ 
oa.pl.eto deliftr'J' 'aWr tMa -sorot.encttnl wald be ...S. Uclw\ 
Deooober 3,..t. It ie 1111dontood t.bat the roleue beia& 41-...S OD 
the 2,000,000 polllld order 1o to be ~titatecl tor the P"""'nc 
releue ot 290,000 pcnllllla per -ua or the oq1d.ftloat oopoc1t7 tor 
12 -t.ba. 

Tb1a --..dna wu diotatecl 1!l t.ba proa-• ot all 
partio1pat1Jl& 1!l tile eODt- ud 1o app!'Oftd. b7 all. 
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TEI£GR...J.! SENT 

CK GRAY 

May 22, 1940 

5 p. m. 

LONDON 

936. 

F~il T~ ,UJS,..SSADOR FROM THE SECRETnRY OF TilE 

TRE,;SURY : 

DEar Jot : 

ThE rEason I had not SEEn your 1299 bEfore our 

convErs ation W!lS that thE mEssage had bEEn r rcrivtd 

in \"iashington without any indicat i on thErEin that it 

was intEnded for ~E . 

HULL 
(CVIG) 
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Present : 

Mr. Purvis 
Hr. Bloch-Laine 
Hr. Young 

Mil)' 22. 19lio 

3 p. m. 

l!l! Jr: Let me tell you what I got. This 
tcllow Giimnn would not talk to anybody but ce. I sot the beet enb~ne eng1neer in the United States, 
who is tree, lfho is comino; to work as oy assistant. 

l~r. Purvis: Oh, good work 1 

HH,Jr: He 1 s a marvel 1 Dr. Y.ead ~1aa chief 
enGineer t or 1/ri ght; h e was ch ief engineer for Pratt­
'.ih1tney nnd chief' engi neer tor t he Ai r Corps out at 
Dnyton. 

Mr. Purvi s : That will b e a great relief becaus e 
you hove go t to have men. 

!!M 1 J r: This fellow know airplane engines . 

l·!r . Purvis: That 1 e right . 

!!M Jr: And he has an assistant now. An eng ine 
"'llll rroifif.t. ':' •• 8 go i ng o:-oduct1on oan too. 

:.rr. Purv1s : Good ! 

!!M Jr: And he says the greatest crime 11as com-
o1tted ~we le t Carl >1ard leA.ve the countr y. But 
at least I hnve got t echnical assi stance and the best 
avai lable in t he Uni ted Stat es on engines. 

l~r. Purvis: Yes. That 1 s very, very good. I . 
Pedden c ould have t alked t o h1M. 

HH,Jr : l!y wife saw you 11alki nt; around the ~lhite 
House yesterday. 

~r. Purvis: Ot' all the extraord1nsry t hings to 
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happen J I httve only once seen a bal l game 1n America 
in the 25 ye~~rs I have been here and ror the f i rst 
tiMe s1noe the war news wae so bnd I could not sleep 
so \'IC l'lent and sa1·1 a b11seball l)tun e . It w11s t he Tre11surr 
IG'Id f' . ll , I . 11nd 1-1e found ourselve s a r dent supnor t ere or 
the Trel\aury team. 

:·!ay I add Ju9t one or two things that mi ght 
interest )'Ou1 

Prat t ~nitney ~~11 be signed th i s a ft ernoon. I 
htve to go back thi s afternoon and do i t, but it is 
R~eed An' finished . 

P.!!,J~: :1111 you open a bottle o~ cha"'J)agne f or 

l·!r . Purvis : I would love to . 

Anothr r i mportant thi n,; : thttt :~onnet has tele­
·lhoned nnd asked me to send you his best regards ll!ld 
anlted us t o try and t h i nk up 1n a rnthor dU'ferent WI.Y 
the tlOScib1li ties 1n regard to producing Har materials 
here, both for the shorter tern and tor the longer 
trrn -- the creation of outnut -- t o t hink 1n large 
qu~n-::1 ties and we have ~<ord from our people not to ask 
t oo n~nr qur stlons over there as to what they wan~. to 
try and111111;:;1ne what t hey l<ant pnd et nrt the thing 
without gettinG in touch with them. 

!<r. Bloch- Laine: In viet< or what cart b e had. 
In tact so tar wi th us undoubt edly they were trying to 
~1.11 &BPS i n thei r production here; eometi~es ask us 
thtn : a wh1ch were almost impossi ble to be had, such 
na certai n things that would have taken a new factory 
to be built for relatively small quantities. Today 
~he outlook is entirely d i fferent . The r e are go i ng to 
be a gre~t many t hings as a reaal t or thAt batt le i n 
the north or f'rance that w1ll not be produced , because 
thllt north iA goi ng to be very much destroyed rroo t he 
'lOin t of vie~< of steel , espeoiallr s t eel , and some other 
th ings that we have 1n the region of Lille, end cer tainly 
the;· are go i ng to l ack a good many things , so i t seems 
to me the orobleo 1s reversed and 1t is not so much o. 
queotlo:o: of how to ~111 this or that gep, but llll'gely 
the ones thP.t can be round in this country relatively 
er.u qui ckly or wh ich are the beat onPs on wh ich to 
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concentrate or what are the things on which production can 
be doubled up on account of your own preparedness program. 
such a kind or entente can be reached and then instead of 
trying to tell us, there would be a reverse of the situa­
tion in view of what can be done here. We would tell them 
this, thnt or the other t hing can be done. And they could 
adjust themselves. 

HM,Jr: I don't mean to interrupt you. 

Mr. Bloch-La1ne: llo , I said everything I meant to 
osy. 

HM
1
Jr: Mter all, what you gave me 1esterday 

cor ning was a l .arge order. 

¥~ . Purv~e: It was. 

RM;jr: General Marshall is coming here at four 
o 'clock a the President of the United States is seeing 
us at four thirty. Now, I cannot move an1 r aster than 
thnt , because what you are asking me is a major military 
dscision. 

l·!r. Purvis: 'l'bat 'a right. 

Hl! Jr: A maJor m1li tary deoi a1on bas to be made 
and the~! or Starr has to make it in the first instance, 
and then after that it has to be politics. I don't mean 
political but p-o-1- i-t-i-c. 

Mr. Purvis: Eov i t tits in with public opinion as 
1t 1e today. 

HJ.! Jr: 'l'here is no use rushing me. I got it at 
tivs minutes or one. At one o 1 olook the Chief of Staff 
had it. He 1 s per sonally behind it. Spending his t i me 
on it t oday and at tour thirty we see the Presi dent. 
I anpreoiate the pressure you gentlemen are under but 
nobody could move as quick. 

Hr. Purvi s : Monnet i s telephoning anxiously. 
You see. Could I put it this way? Is it your thought 
t hat I would for the moaent better atop here and f!P to 
liev York and coCDe on 1our oallf We vould l ike to ge t t o 
Honnet as soon as possible the general thought or the Y&1 
it is liable to go. 
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HJ.l Jr : If I Ju>.ve o. meaeage tor you a fter th is 
~et tin~, f10th or you , a nd you go b!ICk to Kew Yor k nr.d 
r h~ve no neth1ng >Th1ch is encoura.;in.; , I will gi ve you 
r r1n.; on the phone . 

::r. Purvis: Thank you vary rouoh . 

H.:.Jr : If 1t gets do>m to detnll th.~t you can ht>ve 
:·o•Jr ~lve enc;lnes or t h i s or thnt n s s oon ns -- i nc i dentally , 
:·c·J 'll!t'e t•1 1 of oy copies whlch I 11ant f or f')Ur o ' clock. 

':'he Ju.,ont oan has been to t."le Stnte Je':>art::~ent nne! 
C)1<• ' ere •t t~~ee thirty. I oi~t juo: as well see hie 
· ::· you . 

::r . Purvis : Su'?"'<)Se 11e juat hnn.; nro:md . 

;r. :, Jr: ?lus Sull1''M 11ho llns been ~ tud :; 1 n.;: this . 

!!r. Purvi s ! I thinlt 1t >IOuld be splendid . 

11.: J_;: : Y0 u 1-1nnt to ~·1ve me some t h ing else? 

::r . Purvis: One other lit tle sor.tcthi ng th t:~t cn01e 
~ornln~ from Paris th is tine. 

::r . ll l och-La1ne : I <'m::.ot p roni Pe th~t lt is the 

';:! ,J;o: D1dn ' t you aal: ce r or t h : s !n a c! H!"eren: 

!~r . Pu:-vls : This is ~ . :i .":. 
s~rnl r.: out s tock. 

':'hi s !s just 'plo.in 

Yon 

HII ,Jr: You '!lave not I$Ot n r l bllOn cony of t h is bill. 

::r. You n ·: !lo , sir , thnt ' s the only co'ly there is. 
·we tl·.e or1.:;1nal to OenPral i!nrshnll. 

H!~ . Jr : ':'h1s you are giv1n.; n e :.rn:t 22nd. 

!!r . ?urvls : ':'!l1s 1s a lit tle ensler. ':'h.'\t 'r .:•. ':' . 18 
an~t'l1n.; 11i~1ch co:~es of r t h P e·~Pl!' and is ueed by t!!e 
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British and French or Americana i o all the B!lllle T. N. T.; 
whereas nitro-celluloee hae to be different eiz e to tit 
ditterent guns. 

·81 

Hl·! ,Jr: Have you got a oopy t or General Mar shall? 

Now, you gentlemen want to wait until Dupont comes? 

Hr. Purvie: Yea. 

l'.r. Bloch-La1ne: I don't want to be all the time 
asking. This is something we don't aek. Th1e 1a aoae­
th1ng we otter. Rather amue1ng. 

HM Jr: Wonderful! HancUe it the same way. 

Hr. Purvi s: Through the Commanding Offi ce Wright 

H . !~.Jr: Yes. Wonderful ! 
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T. N. T , 

We have received from Paris a 

r equest to hasten as much as possible the 

deliveries of T.N.T. 

our Atlas contracts cannot provide 

us with any T. N. T. for France before August . 

Ylould it be possible to obtain 

from the United States Army and Navy stores , 

Z,OOO t ons for immediate shipment, or a priority 

on DuPont pr oduction f or the immediate future? 

llay 22, 1940. 
---~ 
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lPreeent: 

~ 22, l~O 
4 p.m. 

Gener al Kareball 
llr e. It lot& 
Kr. KoRe:JDOlda 

General Kar~n: In the tir!t place, we 
have gone h'om a b reaerve to a l51t reserve. 
?be Allied purcbae1ng people, turning to American 
equipment, for plana e. Wa are than in a pos1 t1on 
to drop out that reserve and haYe no reserve oYer 
operat1ng planes, becauee our equipment, the plane 
they are turning out ie readily usable on a broad 
baaie. Then I am of the opinion, and all ~ ad­
deere are, tbat in our d tuat1on, wi tb what ie go­
ing on in tb1e part of the world, with the elow de-
11ver1Be we alread)- bave before ua, that we could 
not accept a delay over the present prodcedure , which 
h very slow 1n getting the operating planee for the 
GHQ air force. They are getting that figure 1n some 
exact form with the l~ out ott and on the combat 
Planes feature. But lf the manufacturer -- and that 
18 a matter on wh1oh you are an expert - - I am told 
that it the lll&llufaoturer could be aeeured ot a con­
tinued production, aay up to the end of 1941, rather 
than ae 8ome of them bave contracts terminating early 
in 1941 a.nd the others 1n the alddle of 1941, if they 
were assured of tbat and bad orders to cover tbat 1n 
a big wa:r, then 1Drnedlately their procedure would be 
euch ae to increase production beginning in about the 
fourth month trom now on an increaeed bas18 to 8UCh 
an extent that we would go along with the eame rate 
of delivery. We would receive no benefit from that 
procedure, but the All1ea would tor all those orders. 
I am not talking about planes tor immediate delivery 
because, ae I 8ee 1t right now, we have none tor 1m­
mediate delivery. 

Hll , Jr: Kay I interrupt you. I had a t my 
house Vaughn and Wilson and they aaaured me, in one 
caae they are working 7 daye three eh1tta1 and the 
other 6 days three 8h1fte and they 8&id, ltr. Korgen­
thau, with all the money 1n the world, if you gave it 
to ue, we could not increaee our engine production.• 
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General Uarahall: 
told me the other aay. 

That ' s what I thought ;you 
That's the bottleneck. 

11!11 ,Jr: So even if we gave them this plane 
business , we would not ge t the engines, eo it all 
oomea baolt to engines. 

General Marshall: Yea, air. You are exactly 

Hl.I ,Jr: I know whtlt t he plane people are manu­
facturing because Brett gave me t hat statement. 

Gene r al l!a.rshall: The other thing he was to 
take up wae the engine part. 

Hl.I , Jr: The engine thing, tor the next three 
or tour mont hs is absolutely hopeless and tomorrow 
morning Sloane is coming in at ll o'clock. I said 
I want him to look me in the eye and tell me he is 
going to do something. 

General Marshall: As t o engines , there were 
two things. One, to ge t five engines to ship abroad 
and the other was 5 or 6 for deli very at Buffalo and 
they assure me they are working it out eo that can be 
dona . 

Hlol 1Jr: That will be ewell. 
in a memorandum? 

!rill I get that 

General Marshall: Yea. I will have that onr 
tomorrow morni ng. BUt Brett enured me he t hought he 
had that worked out. 

HM . Jr: That will be something. 

General Uarshall: That 1a n' t a very big request 
e ither. 

Hlol , Jr: That would make them nry happy· 

General llarahall: That' a a am&ll one. 

•tJr: But ;you think we can do something on 
t hose hil dozen engines. 
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Gener?l vfrehall: Yee. Both different re-
queete, oneor ve and one tor aix. Brett bas 
those papers. I will give rou a brief on the bomber 
e1 tUAt1on in the same manner that I bad t he document 
prepared on t he P-361 s. 

On band 1n the Continental United States there 
are 52 fiying fortresses. Howsnr, a a rou are un-
doubtedly tam.111ar, that 1a the onlr real thorough 
bollber to oope with modern th1nga despite the tact 
1tlaa not gas proof tanka. There a re 52 1n the United 
States. 

IIK,Jr: And no gun in the tail. 

General Kareball: Bo gun i n the tan, now. 
OUt ot a total of 1156 required tor the equipment ot 
the squadrons. Obvious shortage ot 9:5. That ia 
our onlr modern bomber and, ot course, it is not the 
typ e ct bomber rou would use over there unless they 
wanted to send it over into Germany. 52 planes ot 
thia type ie tar from suttioient tor training ot 
pilots now a881gned to squadron• • It we send them 
over now they would have to train the pilots , beoauee 
there is quite a teohn~que t o piloting theae and it 
will be 2 or :5 months before they oould uee it and 
th~e ehortage ot pilots and crewe will be aggravated 
when additional p~lote report. Also , I aa going i nto 
a oonterenoe with Admi.ral Stark wh ioh the Admira.l does 
not ltnow about yet, to tr7 to llllllte a obance 1n their 
Naval aet-up i n the Paoitio. One ot these ie we have 
to put 52 pl.anee in the water. Ot the B-18 -- that' e 
t he ordinary 2- engine -- we have now -- there are 240 
i n the United States. We are uling thoee ae a eub-
atitute plane tor the big fiJing fortreeeee. !he7 
would be very dittioult to ship over there. 

IIK , Jr: Which are thoeet 

Oenera~ll!1lb!J~: 'l'he B-19, of whloh we have 
2•0. The S: 7 oo d e ferried v1a Newfoundland. 
'l'he B-19 oan ' t make that field and oen 1 t be eent below 
deolt on a carrier eo onl;y a emall nuaber oould be put 
on the UPPer deck. 'l'he elevatore are too allllt.ll . 
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However, those planes, deficient ae they are , are 
t he only means of training pilots. So our situati on 
in bombe~s is very seri ous to ue , beoause we have thi e 
antiquated force in Panama and Puerto Rioo and Hawaii 
ae well as of oouree in the United Statee, with t he 
exception of these 52 tlyinc tortreeeee. romor row 
I should have a decent meoorandum on thie thing, to­
morrow morning I hope , along with the engine part of 
1 t. Now here are the other papere you gave me . 

IIJ.I,Jr: I have eet e of these. 

~~~~~~~!!.~ It you turn down bere and 
ge t t o t will read and you can look 
at it 1t you want to. rhle refere to all the material 
other than air stuff. 

In effect, the t hing is thie. We have ignored 
the legal r equirements, both of the Neutrality Aot 
and ot the law which states exactly how we will de­
clare things surplu~ and we have i gnored the poli tical 
implications of any aotion. We have addressed our­
selves siMPlY to the pr oposition, duly safeguarding 
our si tuation of National defense in t he light of 
the present situation, what, beyond that, might we 
epare if means were f ound of c:etting it over to the 
Allies. It bolls down t o thie: 

75 m. !!l. field guns and ammunition, we have none. 
The shor tage i s terrible and we have no anmnmltion f or 
anti-alroraft and wil l not for eix monthe eo if we gave 
them the guns they could not do anythil{: with thee. 
Anti-tank mater ial could be produced by i ndustry in 
quantities in 12 months and it ie to our advantage if 
they want to do it. Anti- tank guns , t he situation 
h eilllllar, a ehortage. .so caliber, our situation 
ie t he &ame. 

Now ,.e oome to s ome thl nge we oan do. Browning 
• ~0 light machine gun. I feel we oan release 10, 000 
ae they stand, unmod1t1ed, beoauee we han a great many. 
Auto~tio rifle, unmodifi ed, I feel we can release 
25 ,000 without J eopardi~ing oureelvee. Enfield r i tlee, 
I feel we oan release soo,ooo. r hoee we oan de clare 
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eurplue and aanage that under the law. Automatic 
piatola, we h&'le none. 75 m.m. f1eld gun8, of the 
Briti8h deeign that firee either Aaerioan or rrenoh 
a111J111n1 tion, I feel we might relean 1500. 

HK.Jr: 
legal onu. 

I am gi'ling a double line to the 
Could 10u declare that eurpluaf 

General K&rahall: If I could get into ohuroh 
I could. It 1 a preh1 nearly eurplus , in thh reapeot. 
On the bash that we are going after 105 gune and we 
have so lllf1JIY of those that we can1 t bring other troope 
up into the11 until we get new production. So I can 
atretoh -r conscience there. Kortar8, we can r Plea8e 
500 ot those and so,ooo rounda of a1111uni t1on. !hat 
1D a thing we don't want to uae. 1t'e han a lot of 
ammunition. Deteriorating 'ler;y rapidl;y. 

Now here ie a tricky one and it 1 e the 'lit&l 
item of the plot. Caliber .~ ball ammunition. The 
pr~os&l. here is we 1111gh t releaee 100,000, 000 :eound8 
8 . machine gun and 2<7,fo rinee You aee, none of those 
ma ins gun8 are worth &n;rthing to them without 8Dllllllli­
t1on. 

HK,Jr: How1 8 your oon8oienoe on thief 

General Karshall: Well, t he dtuation there h 
thh. We are runJliJig up to produot1on now of alaoet eoo,ooo r ounds a da,J' of all kinde o f .~ oal.iber. 1hat 
11 traoere , blanks, and things of that sort. Ver;y 
little powder in'lol'llld in 1t. '!'be aii!IIWiit1on ia nr;y 
oheap. 11'1 are getting rapid production and it'• de­
tsrioro.t1ng a lot 80 that we han that exou11 for tr1-
ing to do it, but Just to 8a1 out and out • •• • •• 

HK.Jr: I am putting two line.. 

General Karshall: Now , in addition to the abon, 
there 1e a ot of thing8 below that we haft declared 
eurplu8 , but up to the preeent t11111 the State Depart~~ent 
deo1eion hae been even though eurplu8,nothing to be 8old 
to bell1gerente. If t he State D8p&.rtment deoidee to 

87 

Regraded Uclassified



( 
-6-

sell to belligerents, there ' s the material that is 
legal. An7 South American countrr t hat wants to 
buy that, we will sell it to them. 

I might ear there wae a request in there 
that tha7 ask tor, in connection with Colt, order 
tor machine guns, and I have not got tlle dat, Ther 
were trring to work out a war with the .A.u1etant 
Secretarr'a side and I have not got that t or you. 

With reference to releasing powder machlnerr. 
The War Department is agreeable to releaeing euoh 
equip3ent in exoees or ite own requirements provided 
it 1a replaced in kind with new equipment. 

With reference t o release of 125 tone ot nitro­
cellulose powder, the War Department cannot agree to 
such a release. I might ear all our ammunition tor 
cannon, rather than small arms, ie in euoh a dangerous 
situation that there we oould not do anrthlng without 
preJudicing our own situation too seriouelr. 

This memorandum ie Just in the form it came to 
me from General Wesson. I hadthe people concerned 
go over this with General Weeson. Ther went over the 
various items and he was Just able to get this to me 
at ;:1 o ' clock eo I have no memorandum to rou. 

The question or pri ce . .as spoken or and t he gen­
eral thought was thle: that or certain t'fPee or materiel 
where it i e or the antiquated pattern , it ought to be 
about 7~. or certain types where it bas a poll1t1ve 
value today or can be readU7 110d1!1ed to an e xoellel)t 
weapon, like the mod1t1ed rine, it OQght to be lOO'P. 
That ie, aga.in, a question ot Governmental polior and 
t hat ie where I believe t he Seoretarr or War baa to 
bear the burden or theaplot. Some ot the deteriorated 
ammunition would be at nruoh lese price. 

li!Lh': It rou don ' t mind, I would l ike to sub­
stitute~ chart tor this one. 

General Uarahall: That 1 a all right with me. 

Mr. WoReypolde: Onlr leavee out the contusion 
ot the other members. 
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llll.Jr: WhY don't I have both? 

Mr. McReynolds: The only ohange is that we 
lwve brought down that airoratt stutt into two sao­
tiona. (The ohart referred to ia attached to report 
ot llhite House meeting at 4: 30.) 

llll . Jr: It I may take the two minutes I have 
l ett before I go over -- depending upon how much ti~~~e 
t he princi pal t!Ung that I han asked this meeting tor, 
General , i s this. The President has got to make up 
h1s mind how be's going to handle this question -- I 
want to try to get the President to malte up hie mind 
how he's going to handle all ot this progrru:~ stutt 
plus the orders trom the Allies. They come in today 
and say 0 things have changed and we are goi ng to have 
to buy practically everything her e•. That puts ua, 
aa I thinlt you said, on a mobili~ation basis. 

General Marshall: 
put it on a normal b&ais. 
ontoh oan. It has to go 

Something has to be done t o 
Thia has been catch as 

on a tormnl basis. 

HW ,Jr: That ' s the point. I have had my talk 
with Pa Watson, with l!oReynolds because i t 1 e an admin­
i s trative matter, and I asked tor t his meeting so that 
the President will make up hie mind and not do some ot 
t he things which I think he 1e thinking or doi ng, taking 
on three assistants to himself. Continue this - - give 
one man this. 

General Marshall: It's going t o get so contused 
nobody will know where they are. 

~~r: That's the purpose ot t he meeting and 
I hope ve your backing. 

General Uarshall : Oh, a bsolutely! We have 
to get on a solid business baaie right away. 

H!.! , Jr: Here' e something to you. They are going 
to give you something. (Memo ot 5/22 •German Airoratt 
lngine and Propeller•. ) They made a regular ceremony 
here. It will be sent to New York, ears ot the Air 
Corps, Dayton, Obio. 

oOo-oOo 

cs 

Regraded Uclassified



TatAIUaY' DaPAII.-'l'ME.~"T 

Dva.h• lllna.&. hoes: raw WI 

SPECIAL 
It Is Important 

that this Paper 
should be made 
Special. ··---- _,, 

.. 

I To: 

' 

Treasury Department ... <1 tJ 
Division or Wonetary Research 

Date ..... ... ~(5{~~--..... 19 

From: 

Miss Chauncey 

L. Snanah8n 

Am return1nr nerewith the Stettin1us 
uteri al - about ohich you asked the 
s•..at.us • 
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Tl•• choncoa of an 1nd1v1eual cr • specific indu"trisl complley 
obtl\illil\" tho I'\'H&r8l information r equested 4rc oxtromoly poor . As 
an Ill"' trotion : a siurle compllny r·ould probably bG rlco to furniEh 
t~• 1nrcr11 lion 1 o o C'overnmeot aycuey confidvntinlly 1 but would be 
reluct nt to riv, it to &eyone eloe . A Govern"" r.• cpcncy could 
_rct"'tJ:· cbtt lu t'1io in"'or~tlon by l'fT'itlnr dirt,ctly t.o various co::l-

;J.u . 

On ... t.art ... c:llu.r s".Jbjt.ct of tu.npstcn , a Gover~nt ag~..ncy =i£ht 
t_ e le , hruv..:r, t:o r,c.t tne infor:ia•lon :lOr(. ~aily throurh the turea<oJ 
~,. 'ill'' J r :'ITt:- l t 0~ the Interior ' or t.~e Any c.n ... :.avy ;,tunitions 
f;O&.rd . ~o un ~r.st.a.Jw. varlo-Js constr!ers of tiJOP&~n tile l'OlOnthly !"e'ports 
-~· t~. ~~"urt.ot11.1 o!' ~!ints shOW'int the eonou~tion of luncsten and stocks 
o• •· ,,, . "\lrthtr i t io believe<i th~: t t!•e Amy and !l&vy '.lunitions Board 
"t .,_-.,ha t. tho:"O'Jrh t.f•.1d:,· of th-e tWlfStt:n sll u.3tlon . 

Co1.r1u. ntlr l infor:K.tion O!l tWl~cten cont:\.lQption &.nd stocks on 
;,.r. ,f • •c Unltcd Stnt.c f.tocl Corpor,.•ion b as follo••s • ( consUJiption 
belnr in 'he fol"m of ferrotungsten-1'1 ) 

In !he ln1 t four years con•uoption ltns ver!.~d from 1 1 000 
poundn to lZ 1 000 pounds annUAlly . 

\ 

In 1J!91 about 2 190) pounds rere u.ed 1 ond it 1o cP ti~otcd 
1'.ot 1e10 rec;'lir eo,•.tr ,..ill totnl betrtcn 101 000 and 151000 
poundc . 

At t~< end of April 19401 about 6 , 200 pounds of ferrotungste:> 
lfero on h"'nd . 

In t~, ... fllll t , purchase::; h.e.ve been :sede rro:s ~tallurtlCLl source!: 
ln t olo country 1 specific flnu: utilized beinr on t he lht of 
n,..,s P~•j)lll'Cd sed s"l:>::dtted -ith letter of April t hirtiEth . 

The Corporotion expec ts to obtein add1 tlonnl oupplico ~hon needed t!trO'oll'il 
t':e •"'» or ,.imil• r sources . If the inquiry relates to tho more fundamental 
qu < · ~on o• t ho availabili ty of foreirn and domcrtic oru• 1 as presu:,.,bly i s 
t • coee 1 it in bGlioved that inquiries dirootod to come of the deelers on 
t,ol ll•t airht brin, r esult s . 

It should be noted from t he fir:re sho~n aLovo t!111t tho Steel Corporation 
lr a very sull factor i n the consumption of tunctton . That is pr ob&bly true 
0~ ~~. irulu. try generally ns co:>pe.red -ith certain othor industries such as 
<l•e'rlc cquipc:..nt nnd r adio . 
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rn vis" of thos e t r.o industrie s probably beine more importent 
eonoumcra of tungsten t han the steel indus try, i t 18 surgest ed t hat 

'perhaps additional information can be secured from companies such 
•• c;enerl'l F.l cctric or Radio Corpora tion of Amorioe , 
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'! . .. . . Jr: 

General 
M~r~h11ll : 

~ . H . Jr: 

... 
t{ • •• • • Jr: 

... · .. 
" · '' .Jr: 

... 
li , '' . Jr: 

... 
:: . .. . Jr: 

.. . 

, .. 
~ . ·.' .Jr : 

!!: 

~. ".Jr : 

HeUo . 

Good "'ornlng , ~·r. Beoreter;v. 

Ma:v 22, 191!o 
10:4o a . 'll . 

Ho>~ are ~·ou , General. General , I had a fairly sa tis­
tao tory tallc >ritl'> Colonel Rut>tertord t h18 <nornine . 

Yes , sir • 

But ! told hin I waen 1 t entirely satisfied with hie 
sug=eetion, and t1e reason I wean't iR tha t t here 
were too rnany paper coo,lttees. 

I eee • 

The the t hough t t hat I had 1n mind tor the im~ediate 
emer gency was t he possibtli t ;v or increasing t he 
''uni t ions Board • 

I see . 

And le t t hPt func t i on for the time being. 

Yes , sir. 

And let the President ,ut e couple or ~eoole ln t here 
thAt he has confidence ln. Now, I •. ... 

I eee. What was Ru therford's reaction to that? 

He liked it. 

He ll'<ed it? 

He eaid ••..•. • 

1/ell , t ha t stri kes ,.,e as a very good i ntermedia t e step . 
I 'm not the e xpert on t hat but that sounds sens i ble 
t o me . 

He llked l t. 

\fell , t hat 's tine. 
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" · 

Y: 
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Now, thU meeting at 4:15 at the l'lhite House •• .••. 

Yes, sir. 

Is a t my suggestion, end 1t 1 a for this pur pose . 

Yes, sir . 

And I wondered 1! you could drop over here a little 
earlier so we could ..•..• 

Whatever tloe you say • 

Well, a quarter or tour? 

I'll be there • 

And then we could talk a little bit about ••••• 

All right, sir, and I 'll arm myself a little bit 
before I get there. 

But th is is 
I 'm worki ng 
all these 

Yea. 

!luh? 

t he way -- and t he suggestion - ­
i t , I know the Pre~ident and you 

organizations 

the way 
set up 

Well , I'll be there at a quarter or four and I'll talk 
to Rutherford and boil ~yaelt out bef ore I 2et there. 

There 's just going to be you and Stark and myself. 

Yea, sir. 

And the pur pose or it is t his . And maybe by a quar ter 
or tour you coul d have some answers on all that All.ied 
s t urr. 

Yes, sir. I ' ve ~ot it in my hands and I've got a 
oom~ittee here right now. 

Thank you so muc~ . 

All right , sir. 
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H.".Jr: Hello . 

o~erator: Mr. Hoover. GO ahead. 

!! . ' ' . J r : Hello . 

J. Ed .. ar 
u r Hello. ,oovt : 

'! .".Jr: Good l'lorning. 

May 22, 194o 
10:50 a . m. 

9G 

u: Good mornin<r, •:r. Secreta J')f. I Jus t wanted to give 
you a call to let vcu know the s tatus or that matter. 

" ." . Jr: Please. 

H: The verbal instructions came throu~h. The wr i t ten 
instructi ons have not as yet ool'le through because 
I understand that the party t o Whom he dictated 
them 18 111 and haen' t been able to t r anscribe her 
notes . 

II ,V, Jr: For heavens ea.ltes . 

H: But the word came through and we have resumed t he 
contact which I - - With what I know is going to be 
excellent results here. 

" . ~! .Jr: Well , we -- Jus t never mi nd the written i nst ructions. 

" : Yes . The t h ing ebout it U you certainly got the 
wires cleared tor us. 

H.". Jr : ~1ell, let me know it there 18 anything else because ..... 

~ : 

v.•· . Jr: 

!1 : 

I will , and I think maybe in working out some or these 
t hings we -- we may want t he assistance -- I'm quite 
sure that we will want i t -- or the Coast Guard on 
some th ings t hat they can do on r adio , you know. 

~fell , the person t o t alk to on t hat 18 Herbert ~aston . 

I will. I ' ll t ake i t up with him. 

And you ' ll find him most cooper ative . 
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Yes , they• ve been very helpful on some ot' t he things 
alreadr, and I think in thie t hing we ' ll really be 
able to get some results now. 

And t hey're oartloularly good at breaking codes . 

Yes . ~lell, that -- t hat or course is the thing . 
Very fortunately -- t h1B is juat tor vour own infor­
mation -- we were able last ni~ht to send t he first 
message through to t he other Bide for the group 
that's here. 

Ob , r ea l ly. 

Yea . They have set up on t he -- Long Island here 
-- one or their short wave atations. 

Yes . 

Which, however, happened to be two or our men, 

Yes. 

And therefore we have t he immediate inside or that. 

Have you -- do you -- waa it in code? 

Yes , it was -- that is, it was in code that we knew 
ot , you see? 

Oh. 

Because our men were hired by th1s particular party 
to build the set and to operate it. 

I see . 

And while our men were not aupooaed t o know the code 
they did from the facts or a man thet we had ap­
nrehended about six weeks ago . 

~las it important? 

It was just -- no, the meesage as a matter of fact 
was meant as the first contact message . 

I eee . 
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But I i~agine now mos t da i ly we'll begin to get some 
really important material and I will send copies of 
t h• t t o you if anything t u r n e up t here would be ot 
i nterest . 

Yes, I ' m very much interested . 

Beoaune ! ~~ink , n~turally, it fit e into ~~e whole 
" icture . 

Ype , it does. 

It just shows the value o f cettin5 this ot her t h ing 
ironed out. 

Wel l , t hank you very much . 

Well thank you very much indeed . lie are very grateful 
t o you tor it too • 

All right . 

Thank you . Goodbye. 
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TREASURY DEPARTMENT 

INTER.OF'F'ICE COMMUNICATION 

OATil 

Secretaey llorpnthau 

!. H, Jo1ty, 1r. 

Tbt Pepper reoolution, whicl:l. •• d1Mppi'O'recl b7 the a-te rore141;D 

RelAtione COCiittee th1e IIOr111n& b7 a Tote ol lO to l , pro'fided tllat tile 

President lli&ht aell to c01111triee wbicl:l. wer e tuhject to unproTOked 

1n•ea10D aircr&tt, ai.rcrat't parte or equipMnt belca&1DC to tile United 

State• whicl:l. in the Jud.pent ot the Pr .. 1.dent could be eold and dellnHd 

witl!o"t 1Jiper11.1Dc our national detenae. * chiDe suna &lid other equip-

ment not relatl.ni to ai.rc:raf't were not inolulled. 
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TREASURY DEPARTMENT 101 

INTilltoOFI'ICIE COMMUNICATION 

TO 

""'" 
Mr. Cedlru CONFIDENTIAL 

S\erlUI W a n•4.hor \oM la \lla •• Terk f-p _....,_ al'bt ,..., • 

no tpoaial op.o\aUoa •• J,22, •• oo..,.rM wUII 1M\ Jd.Pt'• alaN at J.l7·1/2. 
DllrliiC \M 110ft111C, tllo rah •n4 bet-• J ,20 aa4 J .211, all4 a\ aooa\lM u 
.. , q110UA at J .22·J/'14. It uper1aco4 11\th ohac• 1a \llo at\eraooa ooooloa 
.u4 \ llo cloolac q110taUoa •• J,2J, 

tile e\orl UI tVMT&r tlpru clna 'bolft rntalo4 \11&\ \lloro wu­
oxpeaoloa la tlla ftl- at lla.duu. '!lw MJor pan at farolp Mak CINar• h 

pvellaoo e\orl1ac - froa Olliueo loeb. 

Sal•• ot tpe\ etorllac "OJ \lla dx roparUac 1lealla to\alo4 10372,000, tr.. 
\llo toUOwiiiC OOIIl'OUI 

:a, -oro1al •--..... . ... ............................... ~,000 
:a, forolp ltab ( S...\11 .-.rlu all4 ~"P•l ................. . 

fetal .. . . .. . . 

Pvcllao .. ot tpe\ e\orl1ac nouh4 to 10511,000, •• 1a41oa\o4 'balowa 

l;r co_.rc1al oou.zse .............. . ...... ........ ......... . 
:a, t oralp 'bub (hr ._., :a.r.p., S...\11 .a..rtca, lo •oar :la•'ll 

t otal ........ . .,u, 

!lao tollowiac r"PPrl1ac 'bulta eol4 oou .. 'b1Uo tota11ac 1020,000 to tiM 
!1-IUih Coatrol oa tiM 'ball• ot tiM otflolal rata at 11,02· 1/21 

1012,000 _, \!Ia Imac tra.t c.;.., 
11,000 _, \lla .. UOMl CU;r leak 

- ... haraa\;r !rae\ 01111 .... 
- .... leak at ......... 
!oW 

Oa coa\11111&4 18Ulac at l'raaoll traee _, Ita11aa latoruh, tM traao rah 

4ocllao4 1a •w York 1a rala\loa to lootll tile clollar .., \!Ia pnlll. Ia •-• at 
4oUare, Uo traao toao11o4 a low at .0176 We at\_, .., a1oeo4 at .Ol7f.-5/ l . 

1M w14on ora .. · ra\o ae 113.52 tr.oe par ,._a, aa4 tlla flaal fftao ,,.., ....­

t.Uoa-. 112.17. a. ... Jerk Mak *Sell ropor\M ;reottftal;r t11a r•elpt f/1 
or4oro troa Ual;r h eall rr-.11 traoo, to&q lat.....t \lie 711&•81 ._,_... leak 

\4\ oo tu u 11o4 U•••e& at a'-'U 2),000,000 traao• 1a tllo • .., Terk a1'Dt 
tor hal 1M aeooan. Aao\llar Mak natM ta&q tllot u ... att.,.t1ac h oa11 
fraoo lloro _, or4or at \lla IWt. .. \leal IuUhh at •·IIMI"• 
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!ho federal :a. .. r ... Bank tllrthor learned t bat ono ot \llooo lw York bNIJI:o 

t !opdohed .,. o<ror-nit;ht OAlllo to authorised llanlco in h iUloo , ottoriDC \ll• 
troooh tr.,.., in rotv.rn tor otorl1nc. en4 that t odq tho l w York bNIII: rooo1Yed 

1 
cable troa fraJlOI ota Une that t h o authorioed 'baAI<o t horo were 111>Y1ll1Dc t o 

11~1 pOW>dl tor tr....oo. h~ \lie mdenoo ONPplied l17 \ll1o 1nhrobaDco ot 
c•blu , ond f l'OJ> t ho 1nto,....Uoa rooo1Ted a vook aco tr~ lw York 'baAI<o t o tho 
t !hct that tronch 1111thorhed haloro would ooll fr&Z>Oo acatAot polZDdo, tho 
tollovlnc auUDPUon can lie dram: 11D4or prooont ocm4i Uono, tho henoh 
aulhorHioo vUl not all ow \lie honch triUln to otroncth• acatAot oter11nc 
boroAd a cron n\e ot 176. 50 f ranco per po'llll4 ill \lie open IIILI'I<ot , l>ut are 
o.wllllnc to place on:r chock upo" a depreciation ot the traJlc rt .. a-Tio t ho 

~owul. 

Tho other 1aport8J1t curre~>oieo c1ooed ao follove: 

Svill fraJlCI 
CaA841&1l doUaro 
Reich anrl<o 

.2242 
21-J/8~ diOCO'IIIlt 

.4oo0 

!hero ""' little chNI&• ill \lie 7""" quotetio"' rooo1Yed troa Shont;hai • 
.lpioot otor111ls, tbat currtllCT t.prOYed 1/ 164 to 4-l/84. In tenu of doUau, 
It vao ~1/2# . off l/16;. 

'.'he Federal Rooene Bank of !lev York r eported tho follovlng ahipaonto of gold: 

$50 ,075.000 fro:o CanadA, r epr e oentinc tvo ahiJIIlo"to troa t ho Bank ot Call&da, Ottav&, 
to tho J'edor&l Ro oono BIIAk of ll'ev York tor account of \lie Bank of 
~and. 'l!ho d1opoo1Uo" ot thooo oh1pa8J1to h unknOYI1 at tho proo"'t 
u ••. 

}.575.000 fro:o CanadA, ohipp ed l17 tho Bank of Cau4&, Ot tawa, tor ito ow a.oco'llllt, 
to tho J'eder&l Ro11n1 Bank of llev York, tor o&lo to tho U. S • .Uaq 
Office. 

SOO,I)C)() troo Peril. ahipped 117 tho c ... tral Bank ot Peril , tor ih OYI1 accou..t 
to the Cbaoo ll'l\tlou&l Bank, lev York , tor o&lo to t he U. S . Aoaq Ottico. 

2}5.000 froa Ho~>g J:one . repreouttnc tvo ahipaonto troa tho Cbaoo Bank. Hone 
Kong, t o tho Chaoo l&tioll&l Bank, Saa h&AOioco, tor oalo to tho U. s. 

kl;"":;,~= ilillt. $s4 .745.ooo !otal 

'l!ho St ato Departa•t forval'ded to u callleo otaUne th&t the follovine gol4 

lblpeonto would lie a&do: 

$ }22,000 troa .EIIglen4, roproo..,ttnc two ahipa•to l17 tho Cbaoe ll'a tlon&l Bank, 
Londo.,, to ito ho&d offi ce at ll'ov York. 

198,000 troa Hone J:onc, ahippod 'b7 tho Chartered Bank of lndi&. Auotr&lia a114 
ChUa, Hone J:onc. to tho Bank of C&lifomia ll'. A., San tranc iooo. 

120,000 troa Hone J:one. oh.ippod 'b7 the l aUo'll&l CH7 Bult, Hone J:o~~e, to tho 
Aaorioan i'ru.ot co..,on;r. Sail hii>Cioco. 

42,000 troa hglen4, ohipped 117 s-u&l llontap & Coapon;r, Lolld011, to tho But 
ot Londo~> 11>4 South Aaer1oa, :rev York. 

21,000 troa hglalld, ohipped 117 Saau&l llontacv. & Coapon;r, Lolld01>. to t ho 

' O......a11t7 i'ru.ot Oo..,UT, lev York. 
163.000 ! otal 

Regraded Uclassified



10.3 
- J -

Of U.o abno ~,...h, t.lloeo beUc MM troa ~-• will be aoU to U.. 17, 1. 
J.otail O!floo at lw Terlt, a4 Ul.ooo ooat.c froa loac J:oac ate fer MJ.a to u.. 
u. s. ala\ la S.. J'raohoo. 

0a tu report of llq 15 rooo1To4 froa tho J'o4eral llooo..,. Jlaalt ot low Tori< 
,tnac tu t•olp ·~ pooiuo .. ot 'baalr:o aal 'bulatro 1a lh U otriot, ,.,_ 
total poa1Uoa at ell cvracloo • • lllor\ tho oq111~oat of $16,1117 ,000, a 4o­
croaoo ot $171,000 i .a \llo lhor\ poo1Uoa. 'l'llo aot olwlcoo la tllo podUoao ate 
•• tollovoa 

SIIOil! POSI'!IOI 811<11! POSI!IOI DJCRJ•n II 
counn IIAT! 8IIOil! POSI'!IOI 
EJIClu4 • 4.515,000 tli1ii,ooo (Iacroaoo) 
b opo 7.993,000 1!1,000 (Iaoreaoo) 
Cu.a4a 1TI,OOO (Loae) 11611,000 ( Iacroaoo 1a 

3911,000 
Loac Poo1Uoa) 

taU a .Aaorl ca ~7,000 17),000 
~~ J , 0,000 J,llln,ooo )9,000 
0\hor Aoia 2()9,000 )112,000 1)) ,000 (lacroaoo) 
All 0\horo 1,000 s,ooo (Loae) 9 ,000 ( lacr••• ia 

$16,5i8,ooo 
Loac Poo1Uoa) 

! otal $16,1117,000 tln.ooo 

!ho Joa'bq sol4 price -· •11chtlT hipor at $)6. 711. 

!U Joa'bq opot dl'r•r q110\aUoa vorlto4 out to tho eqllin1&t of liii.J6t. 
"P 3/161. 

Tho LoDdOII G 1Tor price .. ,.o4 off lharplT tod.q, no lpO\ aa4 forw.r4 
quotat1 o111 wer e 21-)/164 aa4 21-1/164 roopootholT, roproeeaUac a 4ool1ao of 
1-3/84 la oodl oaeo. A roport troa Lolll4oa otah4 \hat Uloro woo c-oral opo.,... 
lotho r eulllac. with all ab aoaco of bu7oro . no o . a. oqui~ch, calculoh4 
ot tho opoa aultot rato tor otorllac, wwo )0.271 aDd 29 .861. Oa Ul.o baolo of 
tho ott lclal ot•l1ac-4o1lar rah, tho epot prico •• oqui~oat to J!.52t. 
Vo han aot 70t rocdT04 0117 8DthorUaUTO report \hat tllo BrUhh Oo..er•111t 
r oquiroo tUTOr u:porh to bo pa14 tor 1a corlala fordp cvr011cioo or 1a 
ah r l lac obtalao4 at tho otticlal rah. 

l!aD47 aDd u..r..a•o oott1•eat prloo tor t orolp allTor waa UDCII-o4 at 
35¢. !ho !rea~'• purcbaoa prico for toroip o11TOr •• al• nneb• aco4 a\ 
35¢. 

Thoro woro ao Jl'U'ollo••• of d1Tor M4o ._, ua t.,_. 

CONFIDENTIAL 
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May 22, 194o 
9:~5 a .m. 

H.'' ,Jr: Hello . 

Onerator: Go ahead. 

H. H. Jr: Hello. Hello. 

Robert 
Dou~rh ton : Oh -- Secretary? 

'! ." .Jr: How are vou, Bob? 

!l : 

o: 
;.{. " .Jr: 

D: 

q·'' .Jr: 

D: 

H •• , . Jr : 

D: 

'i. •· .Jr: 

D: 

All r111'h t , Henry. How a r e yOU getting along? 

Fine . Got any good a t oriea t o t ell ae like outside 
insi stence. 

How' s tba t ? 

Have you got any MOre t unny stories to tell me? 

I didn't get that? 

You told me a good tunny story the last time you were 
down here. 

Yeah . Wel l, I haven 't got any more. I ' m sorry you 
weren't here the other day . I woa down t o our 
State Convention when vou called. 

lfell , you didn 1 t m1Sa a thing. 

Jere went down thou ll:h and t old ne about >mat was 
said and done, but somebody ls asking me every day, 
every hour, about this tax e1tua t1on. How soon are 
you goi ng to be able t o tell us wha t you ' ve got on 
your card? 

\fell , I tell you, I don 1 t know anything more than 
~~en Jere was down here. 

You don ' t? 

Not a thing. I r ead by the papers the President 
doesn't want any m1111onairee. See' 

Yeah. 
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!' .!' . J r: 

:! • , , . Jr : 

D: 

n: 
~ . · ~ . Jr: 

D: 

u . · · . . rr: 

D: 

D: 

u.".Jr : 

n: 

u. v. Jr: 

D: 

H.!'.Jr: 

D: 

~ ." .Jr: 

D: 

- 2 -

So you and I are going to have to change our habits, 

Go1n~ to have t o do how wae that you said? 

You and I are going t o have to change our habits. 

In l'tl at respect? 

\~ell , he doesn ' t want any mllllonsl res. 

lio'ha t? 

He doesn't want ~~Y millionaires. 

Oh - - well , I -- t hat ell~inatea me completely. 

The t ' e rlght. 

Yesh . 

Now, Bob, he hasn ' t talked to me ., •.. • 

Huh? 

The Preeldent hasn't said a t hing since Fri day. Not 
a thing. 

He ha sn ' t ? 

!lot a word. 

Well we can't do anything. Sooe - - t he ~e~bers o r 
our Co~ittee , you. know, eooe or them are restless 
and want to know and oe~bers or t he House and every­
Where are pulling on us. o r course we can't tell 
we Just tell them t hat we can ' t make a move or do a 
thing until we hear from down t here . 

105 

That 1 s right. Tel l them to keep t heir undershirts on. 

How' s t hat? 

Tell them to keep their undershirt on . 

Well , we're trying to ge t them t o keep t heir modesty 
all t hey wi ll. 

o. x:. 

All right. Well, than~ vou. 
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I! .I! .Jr: It I ltnow an:rth1ng I ' ll oall JOU. 

D: All right. '!'hank you very muoh, Henry. 
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o"era tor: 

:-: . , . . Jr: 

Sec ' Y 
?er,dne : 

?: 

:: ... . Jr : 

P: 

!J , ,, . Jr : 

? : 

?: 

!" 0 ,, • J:- : 

P: 

!-l . '' . Jr : 

Hello. 

Seorot ary Perk i ns. 

Thank you. Hello . 

Hel lo, Henr y. 

Ya:r 22, 191!o 
J :?l p. m. 

Yea, rranoes. I hope you didn't mind my using your 
naoe J!oada;v . 

Not at all. (Lau:rhs) I want to say I think ;vou 
~ot -- you helped the President Re t out an awfull y 
good state~nt . It wa s j us t ri~ht , you knov., about 
th11l -- i t • a all r i gh t for the time be ing ••• . •• 

en labor you mean. 

Yeo. I t h ink it 16 fine . What I was :ro in~ to say 
is thAt I hear d -- you know, somebody brough t me 
secondhand information tha t t he r e was going to be 
a confer ence t oday or t omorrow or t he next day 
between you and ~oReynolds a nd somebody or other 
about r ecruiting labor suy~ly. 

11ell , t hat , Melle :molds 1B do i ng in h i s oapaoi t y a s 
Administrat ive Assistan t to the Presi dent . 

Yen. 

He ' s hendl i n€ that h i mself. 

~lell , is he going t o have such a conference? 

I do n ' t know, Frances. I 
doin~ it at odd moments. 
t o him. 

-- ! Jus t know he's been 
Would you like t o tal k 

Yes , I would, because - - I mean r eally -- I mean, 
he hasn' t talked t o anybody here who knows any­
t hing about it . 

Well , do you mind if I -- I c ould Juct switch you 
over t o h'1m. 
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P: 

;{ . ~: . Jr : 

.,.,era to r: 

0: 

M.!'.Jr : 

- 2 -

I'd loTe to. 

Beoauee he ' s handling it directly and I really 
don' t know much about what he ' s doing. 

All right. Fine. 

JUet a second, please. 

Operator • 

Would you g1Te the Secretary ot Labor to talk 
to !!cReynolds, please? 

surely. 

Th ank you . 
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-.zan.t~aur .. au Df Jn ..... tigattmt 

1lnltl'll ~ llrpartm..nt of Ju.ttn 

..... met-, B.C. 

l(r d.ar llr. Secret&z7: 

I aa t r ansJIIittinB harnitl\, .. ot 
poaaible intereat to you, a copy or a a tat ... 
ment dated ~ 21, 1940, which contai.M in­
rormr.t1on obtained rrom a contidantial aource 
witl\ regard to the praoant etatuo or Nor­
wegian and Danish cOID.ercial shipping. 

Inc.loaure 

Sinceral1 your a, 

t-.-~ 
Edgar Hoov.r 

Director 

• "~9 ...... 

Regraded Uclassified



Jeberallluuttu oi lnuntiptfon 

11ntteb i ta tl'l Jlrpartmrnt of Juotiee 

•a•lflngton, Jl. Cit. 

1111r n, lMO 

YRf' 'PM 

wa-u- bu "- ......... tna. tolltw.Dial -~ 
t<> ~h• ett• \ba\ ~ Cerlt ~ \lla Wl'l4 ban 
oMMCI .,..,..1ii1JII oont.ftl - -....pa ehipp'nr beear 14 •­
tlJ.oU.n~ ---. I"Meift4 r .... ~. 1\ h rtpor\ed \11M \be 
BriUSb li&'17 1\u ...... rMJ elhUI\,r fer all lw 411• ...,.,.. 
lo,.,W ""'PP'nr u UlernT ., .. "nr a \be p~ u.e 
....... , ... tineUia ot , ... lrlUell ~\.r. 1\ 1a hnMr ,_ 

,....w Ule\ ..... .......u - Jler-rsic!- *ilr>11ir - .......... 
\lie ilriu.oll ....u.n1v •• .. \be c.- u..' ~- ...-" 
obWMcl ... I •• ~ lild.pe ~ 1\ 1a ·~ell' 
....... \11&\ u.e ..,. wUl ................. \he ..w..1 at \he 
Bri\iah ~~ pei'Ualarq 111\11 ........ \a ..aiM ....... _, 

porW - "" lie ~ "" \lleaa .. -..tac \he - til -
MNJ,al...,.,... 1\ u lrlflnM \ba lleneciM .... Mle-
p-JT praldbi\ed f.,._ an\er'iar Speaielo, 1...,.., ar Ch!lM• 
port.e. .&ddiu.-1 wo .... ue t't&n1ebed b7 Uta U.O... -u-c1 
- 1nd1aa\M lA-' loo-.1• ehipa ara ...-"ll' helnr 
oeU.. u prlJIM t1ir \he 111'1\iell la"7 u \.110 - U,. -
IUIUla \a ullibi\ la\t.an t1'a lrlU& C..-l.o Ia \lie por\e 
Yiai\ed 'b7 \he dart.nr \be - at hl ... ,...... 1\ 
u llH ~ \ba\ \be __.. e1 ~ ehl,pa - apara\i.nr 
1Uider Jaf I e•n.a - Minr ._,.,..s \0 bi'MII ...... 
ollar\ere, lA ehie -u. \loa lrlUe Oaoa ' 1a al.-
l.,..u,. pal'taa\lnr .......,_ ... ..........., \lla JlonNc1aA ---
1o CjloiOIUe - pl.aM ·t--,_ .. 

w-u- olr\e1MII rna u.. u..ra -\Uoled -
!14onUal - u \a \be .tt• t.ho\ Deaialll eh1pa ..,. 
praaan\JT llelftl \rMW '117 \be lll'1Ueh aa ...,.. _Mle, al.­
~ eltar\1 - o.llecMll' he1nr .... ., ... "' \he lrlUeb ... 
ob\a1a ~ ot llai1A •spptnr 117 ...Uinr .. 1Aad­
w1\ll l lleh ftNel.o 1t od .. ete CUftD\Me ..,. eehl$11 ..... \he\ 
u.- .....a wUl ............ Ia \he~ 14 a......r 
oed ~ba\ .. *-1 peel lead ~ \ba1.r _,... 01t ~ 

tdll ....... o-ft *1le , ... .......,. u ...., oar- --1. 
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Stcrtt~ry or StatE 

r:aahington 

822, Kay 22, 6 p . m. 

F OR '!HE TR~ASURY'. 

GRAY 

PARIS 

Doted May 22, 1940 

Rto 'd 2 p,. m. 

Cnrigutl ~s jus t informtd a mtmbtr or my 

s t a ff tha t hE wil l i mmEdia tEly advist him should tht 

B~nk of Franc£ movE from Pa r i s . 

CovE dE MurvillE whom t h E Emb a ssy telEphon Ed 

t his a rttrnoon i n rEgard to thE lta sE or a bnnk 

building n t LocustEs for thE Guarnnty Trust stottd 

th:\ t t b t Finnnc t Jolin is try ~d no inttntion or 

ltnving Pa ris . I t i s btlitvEd tha t h is rtmarks 

r t ftrrtd to tht principal ornccra of th t lnnistry 

inasmuch a s ctrt:> i n or its ~~: rsonncl has already btcn 

movtd to tht eouth. 

BULLIT'l' 

DDll 
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~EB 
TE I£ GR.\ I.! SENT 

GRAY 

May 22, 1940 

5 p . m • 

. \..!£RICAN CONSUL 

!,il UN (I T.:.LY) 

23 

Rtftrrncr your despatch 677, Way 4 . 

~e Treasury Department ha s noted your statrrnr~t that 

~ daily i ndex of 30 stocks is computed by n brokers' 

srrvic t bureau and publ i shed in "Il Sole" . 

You art instructed to subs t itutr. the index mentioned 

fo r the 11ot o!' individual stoc k quotations now bring 

t r~nomitted if such can be done without c ausing delay. 

Other wise, t he existing procedurE should bt continued 

wl thou t change . 

I n the ev ent it is found possib le to substitute t he 

indc:r for t h£ i ndividual stock quo tations it is reqncotcd 

th~t th e index bE cabled for M~y 4, ~lay 11 and May l f. , 

1940 and dnily thtrtafter . 

n ,e cost of the telegrams involved in this service 

should be charged to the Treasury Departznen t . 

E.:. : HF :MEG 

HULL 
(HF) 

Regraded Uclassified



lla7 22, 1940 

PER9~NAL Al!D COI!l'ID!il!'l'lM 

The Ho110r~ble 
~he Secreta..,. o! the 'l'ra&S\U'7 
ifathlc~oc, D. c. 

~ dea r Mr. Socre~: 

\V<' ·' SUpplemoctlnc; my letter o! KAT 6, 1940, ~,,,,\c 
I aa trACSIIIttlng her evith a cop;t o! ac add I tlonal .,_ ·' ~·~ 
QOIIOr and\111 dated l'.a;r 21. 1940, portalnln& t o -<'· \ , , ' 

Dr, Oerhart Aloia Westr ick, vhlch mar be o! aoao '"'' 
tntoreat to you. 

Sincerely )'Oilrt , 

Enclo eu.ro 

.------::-----:----~~~-------' 

•• 
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U: DR. GDBAB! ALOlS VISfRICI, 
with aliao 

Tho following tolegraao wore diopatohed b7 Dr. Gerhar t 
Alo lo Vootrlck vhlle he reoldod at tho Pla&a Hotel Ia Now York 
C1t7 r ooontl¥. 

Karch 12, 19.0, oeat t o Vootri ck (probabl¥ Dr. Vootrlck'o 
vito) , lloubaboloberc, Genaq. 1 PortW>atol¥ arrl.,.d 1D rq old 
r-oo»a at. Plasa . Hope to see ;rou Yery eoon. Beartleat wi ahea. • 

Karch 14, 1940, ooat t o 
•!!a.b.naU-1111 happy o•e:r 1n.f'orMt1on 
V~otlngo. !oot wioheo to all.' 

March 14, 1940, oont t o 
' llofflll8n thnnlct for telegrams S&n 
dhcuoa t Tor¥thing vi th Stockt on. 

Sicaalwerko, Jorl i a, a.~. 
San 7ranc1aeo, Mew York. 

lbni.D4«e, :Berlin, 0ei'UD1• 
hanchco, !lev York. Will 
:Boot viohot.' 

March 15, 1940, aent to Weatcourt, Berlin, German7. 
(English). "Ploato adTIA e i modiatol¥ ro Pinkonhof at Waohington 
MAyflower Hotel. In great sorrow aa two cablee unanevered.• 

March 18, 1940, aent to Ve atrl ck , Naubabeleber&• Ger.&Dl• 
'llecnuoo of hi &h coot of clothoo pleaoo if no difficult¥ cutavrq, 
1\&D:Atr coat, raincoat, Fuehrerache1a. (could M&A d.r'iTer• a certl­
!icoto or lltorall7 leader'a cort l !ic&t o) . BaYo ¥CU comp&DT to 
ltal7. Boot vloheo.• 

March 20, 1940, out to Veotcourt, BorHa, Gon&J~J. 
' 'u11:uot tuolon (not a a.._, word) .Ulenbv.rc (could be the 
.,.... ot • porooo or place) I.Aparted blank power of attorne7 
vlll be ooat to .. rrow. Pleaoe Eaoter floworo tor Plnkenhot. 
With boartloot Eaotor greotlngo.• 

March 22 , 1940 , aent to Weatcourt , Berlin, OaraaQ7. 
'Hoart l oot thanko and returo Eaoter tolegraao. Sottloaooto 
propor l 7 undorotood.• 
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Karch 22. 1940, aent to Vootrlek, Neubaboloborc. O.raanr. 
•VHh hoortloot !aster wlohoo. Tb&Dka !or telogru. Coble about 
your d!Uicultloo and It the)' can be allnlatod fro• bore. On 
April 12 !attar occ bunt In tho Pla•a.• 

M• rch 25, 1940, sent to Vootcourt, Berlin, O.reaa.,. 
•Do no t send tettlemente. Pleaae confirm.• 

V~rcb 25, 1940, oont to Vootrlok, Stallupoonoralloo, 
3erlln. CharloUon'ourg. 'Asswao that ;you alto oxaainod U..aoo 
( .. r;v l!lcol;v a nue) purpooo and be1'8 no conoldorat1ono. 1 

!larch 28 . 1940, sent to Vootr1ck, llou'oa'ooloborc. Ge,.,.o.n;v. 
•.ruh lnAaraoet withes and do oot worry. Beartleet wiahe•. • 

l'~rch 31, 1940, sent t o llootcourt , Berlin, GeNo.D7. 
'Coblo If trip otorted.• 

April 2. 
lhonka for cable. 
f·:S.:t c~nte11plated. 

1940, sent to Kodo.k, Berlin, Oeraan.,. 1 Heo.rtiost 
Accept glo.dly. Contoronco Hocbootor first of 
Coble If eo.rl1or conference r equired. • 

AprU 2, 1940, (Engl. lob), oent to Stanolgeo, Berlin, 
Ocraoft¥ . 'Reciprocate beartiostlT cable grootlngo. Would be 
much ob11sod !or copies of e•oey letter to Brofos or Itt b)' 
Clipper.' 

April 3, 1940, (Eng1iob), oont to ~eotcourt, Berlin, 
Goroony. •TWo number two aoto Gillott of ut .. ot importo.nco. Ploose 
approach Hovel. ' 

April 3, 1940, (!Dgllob), oont t o Mro. Sloan Colt, 
':'uxodo Puk, l!ow York. '!'beak )'OU ney lOUch for your yoey kind 
1nvh"' t1oa tor week end. 1 ara aorr7 that I a but¥ th1a vee.t: 
end aJOI for tho oext ooe. I expect tho arrlnl of -.. !uU:r with 
the l!ox. 'Phankinc "<P'in for 70ur kindnooo and bopinc to ••• :rou 
and Y.r. Colt •ery aoon.• 

April 5, 1940, sent to State Socrotar)' ll:opple.r, Bahran 
Street 39-A, Berlin, German)'. •Would be oopoc1ally thankful i! 
~ 41t oclAtta Dr. Koener and Mr. Bahner would be welcome !or b7 
chonco Bohner appears t o bo of opeclal impor~anco •• 

April 5, 1940, oont to Woatcourt, Berlin, Gor~. 
'Throe deoiro4 inatall•onto will follow dlr oot b)' cable, asreaaont 
talapho nlcall)' ... entaril)'.• 

11G 
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April 6, 1940, (Encliah) , aent t o Vootrick (probebl7 Mro. 
; 11 trlcl<), s. S. Rex. •Moot b&pp;y about cabh Araviderci. • 

April ?, 1940, oent t o Weotcourt, Berlin, Goroeo;y. •Eric 
errol~ mlooi n& Allian• insurance pa;y .. nt, becauoe their Mannix cable 
or the r!rat nod t wenty-f1rot not anowered . • 

Tho following t elegrams ver a aent by Dr. Wao trick elnco 
he boo been residing at tbo Carlyle Hotel, 35 ~oot 76th Stroot , 
ttow York City . 

April 18, 1940, sent to Weete~rt, Berlin, Ger.~. 'Se•eo 
atY ~4ireo o without difficulty in the tut ure naae Woboter Cerlyl e 
H'>t~L 1 

April 18, 1940, aent t o oootcourt, Berlin, Geroeo;y. 
0Achl cablod lrik&o reoignation explanation. Atteoopt befor e agrn­
ooent to &et inouranco 11;t8iDot lo .. ot Varauuehl~ ( tb!o prob&bl;y 
oh>Uld be Darauu abluog) payaent~; Sic nod " obiter. • 

April 23 , 1940, ae nt to Weateourt, 3 orl 1n, GermanT• •Ten 
yours four both yea (doea not .aka aenae but sentence i s not complete) 
Krl c ao,er od over coot of r emoval. Pleaoe (mnko) clooer lnquir7 
reductio~ 1nauranee premiums beeauee of cott of romo•a l .• 

April 29, 1940, aent t o Signnlwer~. Berlin, HAhnemann, 
'liOPr\lea t tl>•nk• to the co!!UIIittee tor thooo friendly thoUO>te with 
the hope of oeelng aech ot her ooon again a t t ho NO¥ Bowl (apparently 
• cpec! nl V~ punch) aode according to Hehno=ann'o r eceipt.• 

AprU 22 , 1940, aent to 'leetcourt, Berl in, G4!1ru.ey. 
"E•roclal ly tbaak!Ul i f Yarn worked energetical l y. Plaaae sand 
! rlvate addreee Proteaeor Deeker.• 

April 29, 1940 , sent to 'iea tcourt, Berli n, GeN.llQ¥. 
•Hoernecko v ltl CAll on ~angenhela May tirot .• 

April 29 , 1940, aeot to Baudotweck, Berlin, . Ge~. 
•stncore he~rty well wtebes to Gauci plon. Vlah him fUture eucceas . • 

May 1, 1940, aent to Signelverk, Berlin, Tempelhof!, Geraan:y. 
"HAhnemenn p)eaae adviee what total purcbaee - sch• and *Ko • neceeaary. 
Vi\1 working oa p1tsl t he li•it t hereby. ln~uire.• 

May 1, 1940 , aent to ~eetcourt , !erltn, Oer~~. •nrei sebn 
("•••• thirteen: probabl y Diupelletl tor !Ill tend, vhich I!IO&DI char•lns. 
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inYI Unc) entblloiaoUo onr Bod ... lt.D trip. Properl7 baad.hcl ten or 
April '· Will ona\uall;y baotu u\17 frei&:bt trot. lha.oiaeoo ._., ... 
... h vHh II&DD -.t iaclll4o tono that bo 0111 ooatrol rMl. ootate 
upOn at retura. • 

llq 1, 1940, ooat to VootcOilJ't, llerl1a, o..._, 1 Zwo1 t 
o4rlol4 :Beck \bat Vacour (~'be Dr. \'eotrlck 1 o oocreu.,. ~b 
11 obo 1o nov l1T1Dc at tba Car17h Hotel UDder th1a -> PQ!'Chaoecl 
Vleuhor throe hwlclrocl thoua&D4. tlnclorotoocl 1f SChipper\ ac:reoal>h. 
&.tteo balance rea1ttaaoe.• 

In coDDOctioa vitb the forogoiag tolocroao , all of thea 
tMt vere not aorl<ecl •.J:nclioh" vere oont in Oeraan and voro traao­
le ted 3 t ahovn abo••· 

In a44itioD to tho tolocraao aaat l>y Dr . Vootrick, there 
wu aao t bor telecnuo out b;y :BaroDeo a Vaagellbeia, Dr. Vootrick'o 
teeretar7, troa the Pla•a Hotel. !bia telecraa waa aeD\ to 
Vanconhaia, Joachla Frioclericb St. 50, Berlia, Baloaooo, O.ra&117. 
•J.rrh-14 well at Pl&oa. 11\'o.,thiag tiu &Del crooUago. Sipecl 
l:lol<l . • 
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I SlltiCl LY CONFIOENllAll 

(Contidentie.l) 

PARAP H RASE 

A strictly confi dential telegram ot May 22, 1940, 

rroo t be American Ambassador at Paris r eads substantially 

ns follows: 

On tbe morning ot lay 22, ~. Chauvel or the French 

?oreign Ott'1ce was infor med ot the contents ot t he Depart­

O>nt' s t alegram ot Eay 21 in regard t o the transit or 

~ 19 --

eoods through French I ndochina to China. Chauvel expressed 

great satisfaction at the approach by t his Government as 

it would assist bim in the efforts wbioh he has been mak­

ing t o ~~e tor the immediate release or the trucks and 

their shi pD.ent forward. 
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PARAPHRASE OJ' TELIDRAK 8D'r TO THE AIIERICA N 
EMBlSSY, ROME, ON MAY 22, 1940 

For Myron Ta7lor. 

Referring to )'our no. 6, from Florence, and to 

the Elllbassy' s supplementary telegram: 

The following is the reply troa Treasury: 

Treasury has -de arrangements w1 th the Federal 

Reserve Bank of New York to hold the Vatican gold on 

the same basis a e the Federal Reaer.e Bank holds gold 

tor other foreign acoount. It will be necessary, o f 

oourae, t hat t he Bank be furni shed with appropriate 1n­

otruotione, signatures and similar dooumenta by the 

Vat1oan in order that the Bank will be able to handle 

the gold aocount. The gold ah1pment which ie desired 

by the Vat1o&n does not need to be held up in any way 

br thia, howeTer. 

lliJLL 

u 
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lw 

Scorr t ary of Stat• 

llaah1ngton 

819, Uay 22, 5 p.m. 

FOR THE TREASURY. 

GRAY 

Pe.ria 

Dated Way 22, 1940 

Rco 1d 3:35 p. m. 

The 1!1\nk o: France baa jus t announc•d thll t all 

Bdgi!.n accounts will b£ blocked until fu:.-th<r notice. 

This prohibition is not applicablr howevrr to accounts 

oprnrd in the n~• of Brlgian nationals who can prove 

that thEir custom~ry placr of rca idcncr is in Franc• 

or that thr.y havr left trrritory occupied by thE rnrmy. 

121 

The m~k•t brok• this morning undrr thE influrncr 

of the frank Explanation givEn by Reynaud to the Senate 

l aat Evening in r<gard to tbr ac r iouaneaa of the pr<arnt 
• 

~ilit~ry situation. Th• downward mov•ment waa checked 

aa a conacqurnoc of Reyn~ud'a r adio addr•as thia after­

noon in which hr quotrd Weygand ae aay1ng tha t the war 

would be thre e quartErs won if France oould bold out tor 

thc next month. Rrntea dropprd fractionally with thE 

exception of the 1925 rxchnngr guarantee iaaur which 

lost 
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lw -3- Ho. 819, K~y 33, 5 p. m., from Parte 

lost 3. 80 france BM thE 1937 lXChMgc ga•.r'l.lltEE. 188\IE 

which dt:clill£d by 3·,85 france. French etocke w•r• 

grnrrally lowrr ~tboagh p~rt of tbr locere BllBtain<d 

i n tbia morning's srseion wrrt: rrgninrd in thr aftrr­

noon. 8U£$ roer 450 pointe. 

BULLITT 

CSB 

·-
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..... " 
P'E:OERAL R IESCRYC eAN'I( 

OF NEW YOR~ 

N(o) 

.2 . 
- <J 

CORRESPONDENCE 

co•no!llfUL nLII 
DA,~~~~~~~~­

SUII.l•C"n tlloiPIIOIJ COIYua.tiOI III!I 

Lo Wo boiiO __ __:I:.::AII:.:It:_ OP 8Ql.""AI;,:D __ _ 

llr. Bol\011 called •• at 11110 ololoot a.o. \0\tq, I 

ret erred' ~ his' roomt. oablo r11 ardtal ·• oclubodeobo Bed~· · 

llaaUcbappi~ Ju1 aod tho llaoquo Daleo aod told bio tha t. tho troa•17 

had is llled liCIDIOI llllhoedllc both, Ia -oo\1011 With 11om ... , 

2r. Bolton a lkod lbotller wo bad reoei.Yocl aD appllcatioa ~ tho 

London ho1110 o f al7daD.t.ei.D. that. ti:ro, ae bo put u, wae aDttr~ 

un~er t he Brlthb Cootrol aod oontidetia117 U would probabl:r bo 

the b111ker s o f tho llllt.eb GoYomomt. iD Loadon, Proo our point ot 

rtn, Bol ton ad<l ocl, 1 \bt11 Will bo prott:r wall l ook ocl anor.• I 

repl1e<l I had ••• no epplicaUon but 110uld loolt U up, 

I al ao roterrocl to hie reoet. cabl o about. tho routine 

ot oon t1 .!10tial ao••ac•• and oonti:roocl that •• would act. aa IIIIIJOttocl, 

I added th&t •• WQ!d ueo t.bo Postal and t h o w .. t.ol'D Unioa cable 

etlllplllt .. in additiOD to the Iapol'ial. I non oaDtiODocl Kr, Cattol'D1 s 

eablt to llr, Sproul ot llq lB about. llritilb OoYOI'DOaDt ase.t1 iD 

this countr)', I waotocl h1o to ltDo•, I aaid, Ulat tho treallll7' iD 

lul\inc ton had not aa yot beaN troo tho 111'1Um •bu q, 

I a.aocl ltlat tho natus wae ot lorw111on, Dllteh, Bal&1• 

~cnish ao001111h 1D tho Lolloioa ql'leot, Could U bo said that tht11 

• •r • all blooltocl? that wa1 aot eur~ tl'llo, Bolton repUocl, 'bat. 

t he attu at1on wae aa tollowll 

( l ) as l'llaMI IOI"'rlliOD a0001at1, all --­
pqaeb woro 111b~eot. to Uoaeo W\ tho 
tradillc Wi\h tho .. ..,. An allowocl oort.aia 
\roa~aaU•• et.ered toto boton Uao 
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l'"lfOI"-AL. R.ESERVE BAHIC 

CW NIW YORK 

CORRESPONDENC E 

co•u omrrx AJ. ~n'-!!L~u~---

DAn: Wq 180 llt4()0 

SUBJECT! !&PJIOai~IQLmB 

----'~IL. or ..,LM,_.._ __ L, 11, bolla ____ _ 

I 

1nYal1on of lonq cd oenaia pqaeata 
it oonclui1Ye ft'idmee waa tui'Diahe« 
that no ea-., 1nteren wu i.DYolY..._ 

(2) Ocillh 1Uada were ooapletel.7 bloolre4. 

(!) 

(4) 

Dutch 1Uad a ware in attee\ bloCIIce4 tor the 
time bainc. the '1'rad1D1 with the ~.., 
Branoh (ot tha '1'nuu17 and t h e Boal'd of 
trade) 11011ld allow certain pqa.ata to ba 
11ado tor a ccount of people 1n the UaUe4 
Ut~~doa, tor 1natauco, the aettl•eat ot 
pr~1n•aa1oa dobta, otb ai'Wiae thO)' ware 
bloeltad. 

As rt~~arda Bal&1ua0 thO)' had oal7 todaT 
hklm a\apa, that 001111t17 DOW baiDC MH 
t h iD halt oooup1e4 by the • .,. Catioe­
ai'T notaa had bam put out todq aakiJII 
b101la not to aelto pq~~cta without tho 
COD I IDt of the Banlt of Jillllea4o 

In a 1meral aq, 0'1'91'7 pq~~mt troa en aoooet 
of a relidmt 1n 1111 ooeup1e4 oolllltl')' wa a 1111dar 
the control of t h e '1'rad1D,with the ~_,. lraatb 
tho ware tha aanecora of the 'l'radi.,. with the 
1111-., .t.ot. 

'l'ha cml7 otber th~ he WIDte4 t o 111eat1oa waa that it 

there was an tmOI'IIDCT, auc:tl a a an 1nYaa1on, h a aight aak us to aall 

a large aount of 10ld tor th• oto 11•• ua di apoaabla tluld a 1a oua 

•• cannot oont aot )'ou, • I at at eel that I aa-e4 t b nt that would ba 

IOld ltl l cb waa readT t or p~t dal1Y&I'T and aalled hoe ba would g1Ya 

tht 1nstruct1oaa, 'fo that ba aaid ha did DOt moe aoe but at &aT 

rata t h• would ba lh• 1.n r ood ti.lle and would ba proparl7 autheat1oate4, 

•I wented to wam )'011 of eat I llhall p robablT want to do 

it t he worat llhould happea. • 

Lllan 
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German News Broadcasts, May 15 - May 22 , 1940 

125 
Reception excellent throughout. 

The German radio news service during the last week con­

centrated naturally on the military events. Generally speaking 

the r eports given out by the German military command proved 

reliable. They displayed great pride and satisfaction, but were 

not really boastful. The semi- official communications were of 

a different nature. The news distributed by the Ai.r Ministry 

with r egards to successes against the R, A,F. and against the 

British navy seam to be far off the truth. Mr. Goebbels ' dictations 

serve always political aims , but he has come more clearly 

into the openduring the last two days. Before that the chief 

items were supplied by the mi~ary command, 

On the whole the German reports were straight victory 

bulletins, hardly anything was said about German losses with 

the exception of the admitted small losses in air-fighting 

It is obvious, however, t hat the Germans are wondering about 

the cost of victory. ln special broadcasts, as given in the 

so-called "Deutschland-Echo•, German soldiers in Holland, 

Belgium or France were interviewed about individual actions 

and usually asked at the end about losses and casualties. 

They s tated always that ; erman losses had been small or even 

negligeable. To-nigh$ an officer telling the story of the 

attack against a fortification in Franoe added, however , that 

in this particular case the losses of the French had been 

small , too, I do not wish to give the impression that the 

Germans
1
when they wUl learn the German loaaee ,will do what 

the British and French were not able to do, namely destroy 
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Bitlerism. The German people will probably forgive Hitler 

everything if he achievee a smashing victory. But it Hitler 

t allll short of gainillg this victory the loeees in German lives 

will weigh heavily against him. The Nazis seem to be aware of 

this. 

There were two major political objec tives in the strate&r 

ot' t he German radio. fi.rst, to show that the French and British 

r eport s had been unreliable like in the days of the Norwegian 

campaign. Second, to arouse suspicion against the unity of 

GreatBritain and France. At the same moment, when the appoint­

ment of Weygand was announced ,Berlin offered the explanation. 

Gamelin had advised the government to use the French arm,y for 

the protection of Paris and France, but Churchill had gone 

to Paris and had insisted on the protection of the Channel porta 

and England. Thus Churchill had forced the French to continue 

tbe bl oody battle t or the benefit of England. This ~te ha.s 

been kep t up ever since. To-night it was declared in contrast 

that the British arm,y was goillg home, Lor d Gort had already 

returned to London, and the British would leave the French alone 

in the war on the continent . In London complete contusion 

rules end in Parle it is even worse. The cabinet~ Reynaud is 

not supported by the plain people etc . 

Apparently a great deal of thought 1e given in Berlin to 

tbe American attitude. There were no direct reports over the 

German radio about the reactions of aD;f particular country to 

t be events in Flanders and France. Only general remarks about 

the overwhelming impression created by the German victories 

everrwhere could be found. In addition there were each time 

specific quotations trom Italian newspapers about the German 
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strategy. Italy, however, was the only exception to th.e general 

rule . But in the epeci.al broadcasts to .lmerica more can be 

!ound. Yesterday "Harry" reading hie letter to the tolks back 

in Iowa hed nothing but sheer praiee tor President Roosevelt • a 

pr eparedness program. The Germane had the fUllest understanding 

of such measures. They all thought very highly o! the Monroe 

Doctrine and hoped that the Americans would enforce the 

doctrine against evrybody including England! In to- day's 

news an article trom the London 'News Chronicle' was quoted 

which had stated that France and England would have to tight 

the battle all by themselves since not even a declaration o! 

war by the US could have any influence on the outcome o! the 

present battle. 

It may perhaps be worthwhile mentioning that t o-day the 

Danish l egat ion in Berlin moved into its new building con­

str ucted and given by the German government. The Danish 

minister, Count Zahle, had at once unfurled the nag ot Danmark 

and Iceland. Iceland seems to be under German protection as 

well? It is hard to say what other points Germany might raise 

when Bitler could dictate peace. It has been pointed out by 

the German radio already that the Nazis consider the present 

events ae the "Goetterdaemmsrung• ot the system ot Versailles 

•a peaoe made under the sign of democr acy• . They certainly 

t hink of the peace settlement i .n terms ot a tot al reorganisation 

of Europe. To-night Berlin told ot the •new continental system• 

created by German arms, a"blockade ot the blockaders reaching 

trom Trondhjem to Boulogne• ;this wee t o become the nucleua ot 

a system which England would be unable to disturb tor her own 

selfish ends. 
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To-night an article was referred to that had appeared 1n 

to-day 's Voelki scher Beobachter. The art i cle may well reflect 

Bitler's ideae about the present German Offensive. A:rr:f new 

'"' war, it was said , s tarts where the last .lett ott. The last 

war had ended with the German offensive i .n Spping 1918 planned 

, by Ludendortt. But this offensive had been launched four yeare 

late when the Ger man army was tired and i ts equipment outworn, 

This mi stake had been avoided this time, the drive had been 

launched with fresh t r oops and first-class equipment . Whereas 

the Ludendorff campaign had been s toppe( 25 miles off Amiens 

the German army in 1940 had passed Amiens and r eached the ...t% 

coast. 

However, I feel not sure that the German High Command is 

certain to gain a complete victory . To-ni ght it was stressed 

that Fre.nco-Bri t ish resistance was stiffening and that the 

Germans were meeting crack divisions . It was added that the 

British ~ was particularly well equipped , too. Apparently 

1t is felt in German quarte.rs t hat the German drive has reached 

its limits tor the time being. But , of course they are still 

trying to win their Cannae on the last gallon of gas they may 

have l e tt at the front. I myself do not venture a guess about 

the out oome of the present battle. More precisely speaking, it 

seems to me t hat the third battle has just started . After the 

bat tle in Holland and Eastern Belgium, after the second battle 

of the Meuse, the t hird battle of the Somme and Aisne has 

Jus t begun. The Germans are apparently n• t convinced yet that 

they can turn this battle definitely 8811nst the Allies. 

May 23, 1940. 2 a . m. Hajo Bolborn 
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ro. 1459 

Al>l<ar•. !rarkt)' . 

lo:sy 22 . 19110. 

SUbJect: Account of Rade11n Rothe, Oounee1or o~ the 
l!tlgian Le(le.tion at Anla>.rn, in tho l!&nque 
Do\se pour l 1Etrangor . 

':"ne Ronorsbla 

Cho Secretary of St&te , 

-..shington, D. C. 

Sir: 

iith r e!er•nce to ~ te1eerac no. 54 of ~Y 13, 

6 }. a. 19~ . ro~d;ng tho aeeountc in tho GuArant y 

':'ruot Ooopo.ny of :rew York of t he Belgi nn lo!lnietor to 

Turlcey, 1 have tne honor t o inform the Depart~ent ~t.at 

ltr.&ti~~ . Monsieur Hadel in Rotbe, in connection with 

U.s o.ceount in the Eanque :Seit:• pour 1 1ttrii.I!Cer a t 67 

~11 Street , !lew Torlc City. 

• l•i lar to that for lo!onei eur Pnternot to , whereby tho 

l!anqu• llel6e pour l •::;trangrr cay be nuthorhed to make 

;;>ayatnta on hie order out of hie eheel<l ng account . 

129 
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For the Deputaent ' • in! oration a oow &114 tran~ 

latlon of llondeur l!othe'• letter of lit.)' a), 1~, are 

enc1ooe4. 

lleo~ottul1;y ;voure, 

:::.ncloaurea: 

1/ - Oop;y of letter d&hd lit.)' 20, 
19110, !rom llonoieur Rothe; 

Z/ - r r an eletion. 

701.1/851.6 

COPT 

230 
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:::ncloouro no . 2 to despatch no. 11159 <laUd 11&7 22, 19llo, 
!rom t he A=erican :::nbauy at J.nkara, Turkey • 

.lnlcara , lla7 20 , 19llo. 

1:r. A.Jt.baaca~or : 

Ref•rrlng t o ow· telephonic conver.,.tlon or thio 

~~creoon, 1 take the libert y ot requeotin& your good 

o!ticoo ~th a view to obtaini ng - 110 it hao been done 

!or 1.7 . Pftternot.._e - authorization to oe.ke tree use. 

oh>'>ld the nec .. d ty arise, of auca dopodtod in check-

int; account llo, 2:?3911 at tho 1W1~ IIEI/ll: P01Jll L1l:TPJ.NGER 

(Ovcroeao) Ltd., 67, na11 Street , New York, 

flith warmest the~• f or t he kind i ntervention which 

roa ~ cake tor me in this connection , I t~e tho 

.occa.don, llr . A:baa&&dor, to rent'w to Your Zxcelleney 

the aoi'Ul'&nces ot "'7 YEr ; high conoidcrtoUon. 

(Signed) H. Rothe 

Connaelor ot the Belgian Le~tion. 

iiic :::XCollency 

l.lr . J , l.!&c!Jurro.y, 

Acbo.alllJ.dor ot the United StBtOI or J.mel'i .,. 

~ ... 
COPY 

13' • .L 
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CONPIDIII'I'IAL 

PARAPHRASE OF 1'ELEG!WI RECEIVED 

rroa: 

Dated: 

, Rec 1d: 

02, II&)' 22, 5 p.a. 

Liaa 

»a:r 22, 19'0 

10:~ p.~ • • 10:4~ p •••• 
and 10:42 p.a. 

I aet ,. .. terda:r wi th the 111n1ater- or Foreign Atratr-t 

and the 111n1ater- ot Flnanoe, at their requeat, to dltcuat 

the deter-ior-atlon or the exchange and tr-ade a1tuat1on 

reault1ng 1n large part troa trade and r1nanoial preaeure 

applied by the Britieh. It wae etated by t he Finance 

Uiniater: (a) that Great Britaln wae expected to block 

eurplut exchange tor Peru within a tew days; (b) that it 

wae expected that there sight be euch a depreciation in 

the eol aa a reeult ot the d1eappearance ot tree sterling 

exchange that lt would be 1apoee1ble to continue unrestricted 

itportation (he ea1d that autoaobile iaportera had alrea~ 

been requ .. ted to aport Canadlan-aade 1natead or American 

automobi lee) ; (c) that laport reetr1ctione and exchange 

control are opposed b7 Peru; and (4) that the Peru'f1&n 

Government hopee that it •a:r be poaa1bl e to de'felop eoae 

Plan tor immediate aasietance. 

It • a• euggeeted b7 the llin1eter or Finance that a 

credit or about t o,ooo, ooo agalnet about 160,000 balee or 

the 
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the 19*0 cotton orop--repreeenting noraal Britieh puroha111 

ot cotton during the rtaa1nder of 1940--would be the ao1t 

practical t ora ot atela tance. ~~ operation , ht ea1d, 

would 1n•ol•e the iuuance of warrant• by Ptru'fian b&Jil:e to 

producer• or exportere in Peru for cotton atored 1n Peru, 

which warrant• would be d1ecounted in the United Btatee, t he 

proceed• theretroa being ueed to t1nance PeruY1an purchaeee 

in the United Statee. 

The Wlnieter or Finance belle••• that the continued 

demand t or Peru'fian cotton deapite the outooaa ot the war 

would rtiUlt 1n the credit'• baing aelt-liquldating. Be 

eaid that otfere ha'ft bean rece1Yed troa the Japan••• for 

the purcbaae of aore Paru'fian cotton on a barter baala, but 

that Peru dui r ea to a•old obligating ltaalf to Japan any 

turthar. 

I t ••• also obaerYed by the Wlniater ot Finance: (a) 

that be balle'fed lt wou~d be contrary to ex1tt1ng leg'lela­

tion to borrow aga1nat legal raaer•• gold and that 1t would 

be neoauary to w1 tbdraw needed exobange t o borrow aga1nat 

gold production, ainct aoat ot the gold le exported; (b) 

that h t conoedea t hat it would now be Yery uaetul to aaltt 

ecae token eattleaent of Peru'• debt default 1n recognition 

ot thle difficulty; (o) that although $600, 000 1t aa auoh 

u Peru can attor4 at praeent tor 1t1 part1oipat1on 1n tM 

Iater-Aaerlcu 
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Inter-Jaerican Baak, it haa naTerthelaaa agreed 1n principle 

to auoh participation; (d) that, in the cirouaatancea, he 

hopea it will be poaaible tor the GoTernaenta ct Peru and 

the United Statea to oooperate in a plan which will include 

coaprehenaiTe induatr1al and agricultural deTelopaenta, on 

a oompl•ent&rJ baaia, b7 t he uae in Peru ot capital troa 

the United St ates, and t hat auch a plan will lead to a per­

•anent and profitable relatienahip; and ( e ) that the pol.107 

ot t he PeruTian GoTernaent regarding pouible reatr1ct1ona 

ot iaporta to coneerTe toreig,~ exchange , 1n the near tuture, 

will be innuenced aa a ruul t ot t hh ettort to obtain a 

credit ot acme kind trom tile United Statea. 

A trade agreement waa not aentioned. I explained to 

the Winiater ot Finance t he detaila ot t he organization ot 

the United Statee GoTernaent t hrough Which financial aeeiet­

ance aigb.t be extended to toreig,~ goTernaenh. Bel tr&n waa 

to be intoraed ot our converea tion b7 t he two K1n1atera, 

The a1r-aa11 pouoh leaTing U&J 24 ccntal na a aeaorandta bJ 

the Winhter or r1nance. 

In connection with a requeat tor financial aid, I recog­

nize the weakened position ot Peru, and the rather poor 

eoonoaic riak. HeTertbelaaa, aucll greater iaportance auet, 

I bel ieve, be attributed to oonalderationa ot policJ and a 

l ong- range prograa, !here 11 reaaon to bel1eTa that our 

act1011 
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f,OUOII 111 thla OOIIDMtiOII IU;f ha'l'l & 4aa1cle4 111t1U11101 011 

t he euoc .. a or t&1lure ot the Pra4o ... 1111etrat1oa, u4 I 

bel 1••• the praaent OO'I'ernae11t 1a a soo4 acral r1&k. It 

,.., be auuae4, bowe•er, that other aa11ar reque1h tor 

aee11taaoe a1gbt tollow th1a oae. 

The Departaent 1a ob•er'l'at1ona or &ltel'll&t1'1'e auggea­

tione would be appreo1ate4. 

J ORRB 
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TREASURY DEPARTMENT 

INTER-oFFICE COMMUNICATION 

OAT& ~ 22, 1~ 

fO 
secre~y Morgeuthau 

llr, Oochr..., STRICTLY CONFIDENTIAl 
Wr. Purcell of tbo S.E. C. Commiooion telephoned •• at 10 o 'clock thio aorn• 

II'JG. ee oaid tbat t he Cbair"""' bad aolced him to bri114 up h o point. with tho 
~reaoury. ~he firot •• a o to whether .AIIeric.... .. eurlt1eo bad been 4eotroyed 
lc the $etherwdo or 111 BeJ.«iUII under t he &rr&JI4•ent which bad been dhcuued 
at tte Secrotar1' • rooi dence when !.!r, !'rank •• preoent, I pn llr. Purcell 
• tull otor)' on thio oul>Ject, with the concluoion that w .. re not a.re tbat 
..,, .uoer1cao aoc~~ritioo bad b10en 4eotroyl0d 111 J:uropo eo far under th.e ari'&JI4'"­
:tDt 'l!>lch hac! boon cliacuued. 

Secondly, llr. Purcell aokiOd that we prOt' ide , with the aooio"""'e of the 
ft!eral Roat,....t 1t neceooary, ..,,t recent I.Dto,...Uon 111 reprcl to oaleo ot oo­
cultleo , oay !roo lla¥ 10 on, Mde for llorweei"" • lllciob, Dutch or BeJ.&l.&D 
occo1111t. Tho Co•iooion -..ted thh intor-tion particularly btcauae of tho 
otat•~••t aade in Co114ftoo that Genan aell1114 of tho &boYt-lltntioniOd oeeuri­
U u had boon reaponoible 111 part for the r ecent clrop 111 the oeelll'it)' ~~~arket. 
! told ur . Purcell that I would cliocun thh •tter wi th q colle&f;Ueo who are 
lnttreoted in tbe a ooota ot the aboYo-,...nt1oned countrleo, 
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EDA 

SEcretary of sto.tc 

Washington 

GRAY 

PARIS 

ont£d l.!o.y 22 , 1940 

RECEi VEd 12 :02 p. m. 

133 

80?, llo.y 221 l P•"'• {SECTION ONE) . 

FOR THE TREASURY. 

Bo.rrc t t hns just i ntorr.t Ed a r.1atbtr of r:t1 sto.ff 

tha~ all thE Antri co.n banks intend to r~in i n Po.ris 

until officio.1ly ordtr£d to EVaoWtt£ by the Bank of 

Franc E. IIEc.ntthilE thE banks o.re end eavori ng to obtain 

quarters in thE South of ?ro.ncc which could bE us Ed in 

t he evEnt tho.t evaouo.ti cn orders o.rt r EcEiVEd. 

All ci vil wor ks both publi c o.nd private ~Yh1ch ore 

C1 nanoEd by funds d£rl.v£d frCilt loans or i'rcc recours£ 

t o th E 1'1no.noi o.l narkct o.r£ suspmdtd o.s !'r on todo.y 

~~til the end of ~ost111tics . This prohibiti on, of 

cour se, docs not eff Ec t the o.etiv1t i£s or conpaniEs 

engo.scd in filling no.tiono.l d£fcns c ordtrs. In thE 

d corEE or.>notrning this n tasurE which >~O.B publishEd 

b todo.y ' s Journal Official it was s t ated t h at this 

s ttp had been to.kEn " i n order to reserve ror thE 

national dd'mst all resourcEs o.nd n eo.ns of product ion 

of the oountrr. • 

KLP 
BULLITT 
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sccrctnry of State, 

Washington. 

GRAY 

Pari s 

Datcd htay 22 , 1940 

Rcc ' d 9:15a. m. 

807 , ~ay ?.::l , 1 P• m. (SECTION NO) 

Anotllcr decrEE provides tor the creation of a 

spcc~rl contr ol service wh1oh will concErn itsElf with 

thE cnforc!l!ltnt of mEasures relating t o thc contr ol or 

pricEs , rr.strict i ons on consumption and declarati ons of 

ntocltll of cor.unod1t1Es . The servic E will bE attached to 

the llo.tional Economy Section of the Financ e Ministry. 

Special control offic ers acting in liai son with prEfEct 

wi ll be a9pointcd i n each department. 

~e rationing of sugar will co:lll'llence June 1 , 1940, 

Ccch i ndividual cons~cr will be enti tled to buy 750 

~;rams of sugnr per month. 

An additional S \l!ol of 50 milli on f'ro.nc ~ has bctn 

a lloontEd for rEfugEE relief purpose~ thereby bringing 

the toto.l thus far authoriz ed tor thi~ work to 3 , '750 

l'lillion frnnc G, ( EliD !'ESSAO£ ) . 
BULLITT 

KLP 

1 ':! ' _.., .. 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMU NICATION 

D ATC lla7 22 , l'34Q 

f O 
secretar1 llorgentbau ST RI CT LY CONFIDENTI AL 
llr. Cochran 

~:r. Plnaent called 010 ae at 12 :~ 5 tod&7 aod left with .. ao ...,.l!llled 
COPT o! a menage which hlo !lo'baoo7 had receiYed on ~ 20 !rca London, and 
wblch he understood lla4 &lao boon oent to the :Brlthh LepU on at :Berne , 
Thlo mua&G• read aa !ollowa: 

•no think l t d&eirablo t hat 1111lted Stat01 OoveM111t11t ohould 
!OGtd!ately i netruct t helr ooneular of ficer e ln Switzerlal>d to 
ctve eoaiata~>ce aa rogardo wi tneoaing liat a of eecuritiea i n oame 
war as ..... done 1n Holland, Pleaae take appropriate action. • 

l!r. Plnatnt tho"Q&ht i t urcent that an inatMICUOll be aent t o our Leption 
alolll: t ht aa::e linea a a he Wlderatood we had inatru.etod our Lefl*tlon 1n tbe 
r.etbrlenda and &lao onr - .. 7 in J'rance . I nplained to llr. Pineent that 
•• bad atot tbeae 1netruct1ona 01117 \lPOII the apecU"io requeat of the n.tch 
Klnht er aDCl the J'rench J'inanclal J.ttache, reepectinly, I told hi• that we 
bad not oent a meooage to :Belgl\111 aince t he Counedor of the :Britioh :i:llbaaq 
In tth clt7 bad felt that it waa not necosaar7. I t old hia that we could 
not Indicat e in an7 aeaaage to :Berne that the Swiat bad raqueated ua to oend 
lt. llr. P!naent stated that he bad been in contact with the Oounaelor of tbe 
Srlu LepUon and that the latter waa eymp&tbetlc with the idea of an in­
otructlon to :Berne b7 ua, but that bt could not r equeet it in t he abaence of 
1cltrue tlona froc hi& on GoTnmaent. 

I told Pinoent that Secret&r7 llor centh.tm had, tbroQ6b Secret&r7 'lliaUaca, 
Itt tho Swha 111Diator latow that wa we.re at hia aen ice, and would be glad to 
receht Swtsa banke.ra t ·roa Rt• York !or consultation oA the queation of eeeurl­
t!to, if tt.e Sw!ao llinioter aidlt dtoir e it, lie had recol .. d no reaction fro• 
tht Swiu Leptton i n tba premheo. I t old !.lr . Pinoent that I would draw up a 
cablocra= aloll& the llnoo of the ono wbleb wt had aont to 'l'ha !Iague and Parh, 
for tho 1n!orl08t1on and appropria te guidance of our llinloter if he ohould bo 
called on by the Swi ea to render otmllar aervicee, but that I • • not aura thlo 
.. uld bo appron d by tho 'l'reaour1 and State Depart~Mnt otticlalo. l!o undoratood 
to.ll7 tho dlfficultieo iDYolYod, 

Wour o, :Boll and Bernotain appro•od tho draft of a cablograa in the preaiooo. 
l ~tee took tbe •tter up wi t h tho State Depart11:ent, before oonding oYOr ~ 
draft. llr, I.tnae7 tho"Q&ht a •tter of pollc7 •• tnYolnd wblch onl7 llr, :Serle 
could dte!da, Con0 equontl7 I opoka with llr. :Serlo leot n!cbt at 1 o'clock, Ho 
prt!trrod that no aeoaage ohould bo eent to Swi h erlal>d without ,.,.. indication 
f roa t ile Swl oa that the7 aantocl our cooperation. He thoudlt that Sw!taorlan4 bad 
an tun chanco of escaping i nnoion, and he •• i.apro u od bt tho apparent Swiat 

/ 
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tuire to uoid ~hac 1llb1cb COilld 'bo illhrpretod •• a f-.r t'bat ,..ip'boro 
oicht ••• 1lo .,., otoal t'baiz o00111'1 Uoo. 

I ul4 llr. Jell tbio •rniDc \bat I bad not tent tbe 4raft oa'bloc:na to 
tbo Dep&rtMDI of State, after IIPoakiDC w1tb Ill' . Jorlo. Ill', Jell lot • 
!moo tbtt be bad .. ntioud tbe -Her to tbo S .. rtt&r)" tbit MrniiiiC• Ill'. 
hllt#Oid tbat • tbould taka 110 turtbor a.cUon at prooent, Conooq...,ntq, 
I aa t111oc, attaobed to tbio -oraaclml, tbt 4ratt oa'blec:na ohl.cb -• nnor 
unt. 
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•I 

•• \allllll u cleal .. llla Ula\ IJal\M 137 
...... Gon..-a\ Mol&l4 '-Uawq 1 .. \Ne\ 

Ulalr CoaMilar Ottl .. 1a hluerla.s w &1ft 

uah\a~Mla •• ......... •U• .. ll'll lh\a or 

MO\IrlUea la- ·~•• ••• cloae ln Bolland. 

PlaaM \aka approprle\a ao\loa. 

~ l 

' 
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TO 

TREASURY DEPARTMEN T 

INTER·OFF1CE COMM UNICATION 

OAT& Jla:y 21, 19l!Q 

l>r . l'eh STRICTLY CONF IDENTIAL 

fill 10u ldndl.7 ooud the tollowi~~& cableua1 

'AllER I CAll U:GA.T I ON :BERliZ 1 

l'or :your couti4Ant1al intormation and lor your 

appropriate guidance in the eTent that oiailor oerTiceo ao:y 

be requooted !rom :you by Swloo outhorit l oo, thoro io quoted 

cablogezo fii04 11hich tho Departaent oent to tho barlcan 

ll::>booo7 at Pario, lla7 18, 191!01 

'l!he l'inoncial .t.ttacbo to the l'ronch Elobooo:y hao 
iutormed the Treaoury that hh Goveruent h ocnoideri~~& ad­
v1o1n& ita nottonolo to dootro:y American oocuritieo in their 
poueooion where there 1o clanger that ow:h ooouritieo might 
be lost or captured, In w.ch coooo the J'reDCh Gonrnaent will 
probably adTioo tho onero to acco11plioh tho dootruction in the 
pretence of an appropriate notary or Judl.c ial o!ticer and aloo 
a reoponoible o!ticia l of a bank,, pro!o.robl7 one whooe oignoturo 
1o on file with the l'o4Aral ReserTe l'!ank of !lew York. It 1o 
further intended t o haYO t ho owner and t hooe witneooeo cortttr 
to the oocuritioo oo dootroyed, identtt71ns thoa appropriately, 
and to r equeot euthontication of tbe oignoturo of t he Govornaont 
officer by a cononl of the United Stateo, alter 11hich ouch cer­
tlticatoo of dootro.ction would be lett with tho cononl to bo 
!or-=ded to tho Ubito4 Statee by ponch, 

Conoulo are anthoriled to recoin euch corttticatoo and to 
authenticate tho oiC'IlOt ureo ot appropriat e Gonrnaont otticia1o 
who ban wi tnooood ouch 4eotruct1on. In caooo ot importance and 
if circ=ot&ncoo permit thor aoy, tt r equootod witneoo ouch 4A­
otl'llet1on and otato that tact in tho 4ocunnt , !boy DOT aloo 
transait ouch corti!icatoo by pouch. I! roquootod execu te in 
t riplicate retainioc ono copy, gi"rillg ono copy to 1nterooted party 
and torwarcliJ>« orictnaJ. to Departaent. n or ohould point out 
that &uthentication and t raAsaioo1on ot 1111ch & 4ocuaont dooo not 
conotit ute an aoonr&DCO that the dootro,od oocuritioo will bo 
replaced, but only oreateo documont..-y OTidonoo 11hioh aill!>t bo 
of autotanco ill caoo roploco:nonto to later oo\ICht. !be7 ohould 

. .., _, 
· ""e 
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&lao _. U al- "-' *lle _., oaH wlU M Ulla M - tM 
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Jl 

Secretary of Sta t c 

\iashington 

1326, 22nd. 

..... 

PLAIN 

London 

Dated May 22, 1940 

Rec ' d ·1':43 p. m. 

FOR TREAS:JRY FRO.! BUT'l'ERr.ORTH. 

ThE most far - reaching and drastic lEgislation 

in British history is bei ng J:UOSCd t hrough all stages 

of both houses of Parliament today giving tht Br it ish 

Oover"'mEnt power of compl etE control o vEr all persons 

and pr operty. 

In introducing the bill hlr . Attltt , thE forttr 

leader of the l abor Party and 'lOW the new Oovtrnmcnt's 

leader in the HousE of Commons, said that tht gravity 

of t.'le si tun tion madE i t nee cssary for thE Brit ish 

Government to have thEsE pov·ers but they wrrt not 

requEsted in a spirit of panic , However , h is 

explanation or thE us t t hese powers would be put to 

in thr. ncar future was no t in most instances pr ecis e, 

For example, h E said : "ThErE may havE to b t 

control of thE finances of the country and the banks ; 

it 

!AO 

Regraded Uclassified



-2-#1~26 , May 22, from London 

it may bE don E c tn t r a llyJ i t may bE if conditi ons 

rEquirE it it will havE to bE donE through rq;ione.l 

commissionErs . " HE was prEcisE in t l'a t •ht t xcEss 

profits t!l.X is to bE at thE ratE of j JO f.•rctnt . 

Thtrt will bE powt r to inspEct pr£1111SES a:1d rEquir E 

toplo~·Ers to producE tht ir books . SomE tst3bl1sh-

. ' 1 . ' -' 

ntnts "illY bE compl EtEly controllEd 1mllltd1.a tEly, others 

httr on and tht controllEd mtErprists will "in 

tffEct bE working on govErnrcrnt nccount with VlSgEs 

and profits und Er govtrnmrnt control" . HE indicntEd 

that othEr Estsbli~~mtn ts may bE ordtrtd to carry on 

thoush ptrh:>ps nt a l oss and th:lt thty wi ll rEc EivE 

'ldEquo. tE rEmun Er a tion . "ThE ESS tn tinl thing i s that 

ovtr n v:idt f1 Eld of industry (how wid£ onE c:~nnot 

so.y n t tht momEnt) i ndustry will bE carriEd on for tht 

coMmUnity in tfftct ~d not fo r priv:>tE profit. • Mr. 

AttltE nlso stntEd th~t thE Minister of Labor will bt 

gi vtn powtr to dirtct :my pErson to IE rform any s tr­

vict .rrquirtd. 

KENNEDY 

KLP 
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J1 

SEcretory of StatE 

Woshi nston 

FOR TREASURY DEPARniENT, 

GRAY 

Milan 

Do. ttd Mtly 22, 1940 

Rto 1d 1 :45 p , m, 

Todoy 1 s pricts os follows : 190; 325, 50 · , 
505; not listed; 976; 193; 1610; 59. 25 ; 220. 

VolumE 114 , 375, 

Incrtnstd buying in activE trading En~blt 

most issues rtcovtr points l~ during prEcEdi ng 

week, M~rkEt closEd tomorrow, 

SCHOI£S 

l!Tlt 

~1'2 - . 
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1~3 
TREASURY DEPARTMENT 

INTU..OFF1CE COMMUNICATION 

TO 

STRICTLY CONFIDENTIAL 
Ill'. Ir1101ft teleJiiume4 • tl'oa :a-o A1reo ,_o\er~ att- a\ 3 

o'clock. I• ..,,_. tu la\eot ,.. .... of t» .,..op_ IN' , u4 lllM .. \&lla 
wllb repr4 to o'CIJ' co-41\7 u4 n ook oarlot\o, I• o\ate4 \»\ \» 
,.. .. , .t.lret oarlott •• priD<ol~ pnru4 'T opot M n tl'oa .,..ope, aa4 
tb&l .t.rceaU,.. GoT_, 'boll4o 11&4 "- deFe•-" to .a aa .,...,, \»t 
Goftnllltll\ IQPI)Ort 11&4 Me -·oal"T. 
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STRI CTLY CONFID EN TIAl 
TREAS URY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

TO Socretar.v Korgonthau 

-· Mr . Cocbr<u> 

~\ 5 o' clock yeaterdq eYeniac Kr- IJ.nooy telephoned ,.. ~rOta tho State 
.. u:en\ in re9'%'d to t ho rocelpt tbro\l&h .Ambauaclor Ph1Uipo at RoM o~ 

1 """""' !rom l!r. Myron Teylor , concorniac tho cleo! ro ot tho Vatican to han 
sold er=rkod i n thlo country. Mr. Lheoey otatod that tho State Depart11ont 
......,lY fa• orod our rendering thh oonice . J. memorandum of tho moiBago from 
v.r. Phillipo , vhlch 1a highly contidential , ""' bolng oont to mo. ~!r. Ta¥lor 
~ Nc•t•ed tho cocmunlcatlon froa the Vatican while at hi o homo In Florence. 
ao to proceeding to Romo on Vodn"day, llq 22, and hao en appointment at tho 
VatiCM for lt.ay 23 , ao a ropl,y ehould leave Waehiacton on ll.q 22. 

I telephoned the lOOcor&Gd..., to Mr. lnol<e at tho J'odera.l l!AIOone l!ank i n 
rev York laot nlc;ht and lot h110 l<nov that tho State Depart=ont had lzl4Jcatod 
Ill intoreot i n thlo oordco belJIC arranged, and that tho Socretar.v of tho 
TTt&tWT. t o vhoao att ention I had brought tho Cl&t t er attn I had cononltod 
our ltpl dl•hion, aloo t...,orod our arranging the oonice. Hr. Xnolco promiood 
to lool< Into tho ~~at tor at once. 

At 9 o ' clock thia morning llr, ltnoko telephoned me in regard to tho 
Vaticon cold. Be aaid that the J'edoral Rooorn :Bank counool thought t hat tho 
!oderol Roaeno :Bank ohould not i toolt oarnork tho Vatican e<>ld. !be follow­
lOG o.lttrnatlno vero o~~&&eotodl 

{ 1) The Podoral Reuno llo.nl< a t !low Torlt • il:l>t earmark 

the gold ao t!acal agent of tho Treasury, a o In t ho :BruUian 
c.aee; 

{2) The gold could bo , .....,....Jcod in tho ....,, ot tho :B.I.S., 
altbo\l&h t hio would lead t o publicity oi nco the lll&t t er would 
hoYt to paao ~hrougb tho tarioua officora ot different natlon­
cl i tiea operating tho :B,I,S.; 

(3 ) The Vatioan baa an account wi~h tho l!!ltional City 
:Bailie and vith J. p, Horcu and COII]>&DT• Si.nco thoy alreadT haft 
t hia ootup with priY&to banko in llev Torlt, l:nol<e eua-oted that 
ve l>igbt lot tho gold bo conoipod to tho federal aDd then be 
oaraarked with tho J'odoral in its Y&ulh, in tba nuo ot tba 
li:ational City Bonk in an account .arkecl •x•. J.nothor poulbillt)' 
would be t or tho Tro&.uTT to c1Yo a l icente to tho 1!atiGD&l City 
t o bold thio gold i n ita ovn T811lta. 
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l 1<41catod to Ill'. ltnolco our dealro that tho t,...,eactlon ahould not be a 

tcl&l on• ll:Yolrln& ""1 ono of tho abno alternathea. Ow- pro1'oreuco """ 
~r 011 orlical'Y oo.rmrk1"4) accOWlt by tho l'edernl ltaolt, When lnolce ralud 

1~0 qllo&tlon n• to tho atatuo of ~!r. T&rlor and o! t ho .Apoot oUc Dolopto in 
fathlD&ton, I called hi" back, a!ter te.llt1a& vith Mr. Ll TOIO)' or tho State 

' •pertment and l(r. llornateln or tho Treaaurr. 

1 t old 1:r. Y.noko thAt while the Pralldent did hn.n Mr. !l.'qlor ao hit 

~ccl&l rt'J)re•~ntatho ln contact vlth the Vatlcan , then ""' DO excllanc• of 
.. c~d!tt! ;.;,b&saadora and thn.t tho papal ropreaentatln ln Yaahlngton vao not 
a< o~r dlplo::.atlc llat. I told V.r. lnolce that tho llirtloaal Clt;r and l!orpD 

""'' ~••• ~ aoM aat h!actory arranf:O.,.Dt vith reopect to al&"4t uroa, tbo 
point upon vhlch V.r . l!:noke ooe::~ed chle fiy concerned. I told hie that vo could 
u r!unl)' un4ert &ke t o obtain thrcu£11 diploMtlc chnnnell, whether It bo 
.lzlb•toodor Phillips or !(r. T&)'lor, ouch !acta and slo>aturu aa ,Jit6:1 be nocoo­
Jt.r'/ to ellf•guard the Poderal in aceoptlllt: 11.11d hnndlln& tho account . I inalotod 
upon tho necooolt 7 !or apeod, and told ~!r. !Cooke that it he could not work out 
.. orraoo:ount toda)' with hi a of1'!cialo and tt.ooe of the Federal Reserve !oN'd 
1o 'sthloctc.o, ve would have to send a c&blocr"" to !tome that vo were a,"'Teeable 
ti:Dt the ;;ol d ahould bo ohlppod, and t hllt an arr&Jl&uent !or t &kln& care ot It 
,..,;ld be conau=ated aa e.ar17 aa poooiblo . !U'. !Cooke oaid t hat 1n ""1 ennt 
tl.t !in York bank looked to the Government to prepare the dra!t of ""1 =•uace 
a&tvf'rinc tee Vet1ean rectueat f or auch a eaurancea aa other at&tea wi th depoaltl 
In l.:lorlcn are grMttd that the gold v lll be intact and free . 

1/hen I brought thlo mat tor to Mr. lloll' i att ention, after opellldng vith 
l:r. Illoke . tbe Under Secretary called Gonrnor Harrloon at 11:20 thls oornl ns. 
'r. !ell •"Plllined t o •:r. l!arrlaon our l nteroot 1n seeing tho Vatican gold taken 
carr or rltbout too o:uch legal contra ... ro;r and without an;r opoclal arrans-ent 
• ;;Jcb :l(l:t eventual17 attract publlclt;r and add to the dlfflcultlu of t hio 

""nrueot lllll"tain~ a opecial ropruentatho ouch at Mr. Tqlor. V.r. Bell 
u plalned our williugneoo to write " letter to the :?odoral Rooor'VI llank at !low 

Tork l.odicatin& that vo vould be pleated I! tho Federal Roao"" Ba.nk would ac­
cept tho e..,._rlc depooit, and that we would obto.ln throuO> diplollll\tic cbannoll 
tucb • l tnatures and ot her confirmation a a might bo r equired. While Mr. Harrlton 
f&.,rt4 ODO Of the other aJ.tern&tlYOO, bo lllid th&t he would try to ""'et OUT 
rtq11eo~. In &Dower to Mr. !all' 1 inquiry aa to vhether the OoYemor would take 
th ""tter Up v1 t h the Boud 1D Yaohi~>&ton, or whether the Ooftmor would do 
lt.la , tl:c latter replied that he would atton4 t o lt. 

It vlll be nocoaeary, thor o!or e, for uo to send a let t er t o the Federal 
l'ottrvo BAnk at !lew Yorlc, N>d aloe to got a monA«" to the State Dopart,..,nt ;rot 

tod'l' for tr&n&llllaolon to Rome . 
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C.lBLI 

P.llll 

Ma:r 22, 6 p ... 

Jo. 122 

J'OR !Ill m.utiiiT. 

Carlpd hat Jut\ 1afol'M4 a .. llbu of wt:f e\aff that be 

vlll 1-'-latel.J' a4rt .. hia llloal4 \ha Balik of huce aon 

froa Parle. 

Coun 41 Mo.rrtU. whoa \he .,._eq tel epb.o,..d \hie afteraooa 

1a repr<l t o the 1- of a 'ballk 'bu1141Joc at LoCIIleMe for \be 

OW.raa\7 'hue\ etaW \bet tbe J'iaaaoe M1ahtrJ ba4 ao 1atea\1oa 

of lea'flac Parh. It h bel1MI4 tbat bh re-.rkt referred to 

t.ht pr1no1pal officer• of \be M1111t\rJ laa_,. 11 oerta1n of 

1 h pereouel bat alrea47 'been aoTed to tht eonth. 

!elepbo,..d froa State Depar-a\. 
Ma7 22, 191to - lla35 p.a. 

J.l 

-' . . •• tJ 
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IUIIER, EaOJtll P. , ~. editorJ b. Pitteburgb, Pa., Nov. 9, 
19141 e. R. I.. arxl Anne {PearaCIII) 'I'.J B • .t.. , l!.anard, 1916, B.S., 1917) 
s.s., ll&ae. Inat. Tech., 1917, II.S., l 919J a • .J-., d, o! 11'1111 ... H. 
potter, Feb. 13, 1931. lllstructor in &e%"CCII&utie&l e~~gineering, 
eauachuaetts Ins titute Tech., 1917-l.llJ aero. engr. u.s • .t.., 19181 
chief p)\yllic:let Nat. Advisory C<a. tor .t.arCIII&utice, 1919-20J tech. 
attache' N • .t..c • .t.. in Europe, l920J aeao. pro!, aerCIII&ut1e&l lllgineer­
inB, llaea. ])lat. Tech. , 1920-.24, pro!eeecr aince 1924 (non-ree, 
pror. einoe 1926)) east, eec. of N&'Y !or aeronautics, 1926-29J 
editor o! Aviation, 1929-35! now cone. engr, Clan. ll.ase. State 8:1. 
Aeronautics, 1922-25; ex--clan. Boetcn l.!unicipel Air B:i. J clan. eub­
ca>. en &&rCIII&utica brench of Buaineae .t.dYisory and Planning Council 
ror u.s. Dept. of CCIIIIlerceJ nee cllm, Feden.1 Arlation c-., 
19~JSJ -· Nat. Advisory cca. tor .t.eror~&utica, 1929-35. Jl'ellow 
])lat. Aero. Sciences, Royal .t.el"'OlaUtie&l Soc.; ,..., Aa. ~cal 
soc., soc. Naftl. .t.rc:bitects and IIanne Engra.t .la. Soc. ltech.&>.gra. , 
Soc. AutoaotiYe Engra. (Y, p . 1929! pree . 1930JJ prea • .la. Bur, ot 
Urcn.tt, 1930-JS. Clubs a C<>stos (1'aah1ngtcn, D.c. )J BarYard 
(!leW Iork). .t.uthora Aerostatics, 1926J Airplane Deai£D-Ioerod,ynaaice 
(aarded medal or .t.ero ·Club de France a e leading w-ork in anaticn ot 
JUZ") , 19271 .t.rlation Handbook, 1931; Airplane Deai&n-PVtomance, 
19.)6. C<l'ltbr. &an:~ papers on scientific, industrial, and ednl. eub­
jectl. Recipient of Wright medal, soc. AutcmotiYe DJen,, 19.)2 • 
.l.ppcinted Ulll!lber or Civil Aeronautics Authorit;r, April, 1939. 
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/lay 21 , 1940 

Percongl and Confidential 

::onorabl~ Hen ry J!o rgenthau, Jr. 
Se cretary of the Tr easu ry 
ilaol: tnr ton , D. c. 
De::r J:r . Secrr tary : 

There has just cooe to oy hano the 
t~clo&cd letter, the contents of IJI lch I thought 
t•crc of cuch Interest to call to y our personal 
c:~tent,on . .As y ou note~ the u;riter inpot~es a 
• reat dear eo of secr ecy upon tldo oattcr . I an 
hauln :J an lmmedi ate Inqu iry nade Into t .~c cltua­
~ lon to ascertai n w.': a t the facts a r c . 

Sincerel y y ours , 

=l:t4. c • .,. ' ""'" 

I 1cl ocar e 
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tMt the~ te lie -t..t ""- lialM4 • Pun, .. 15, 
19"'t l.a \M _, el $2)11.69). A CdllC' ell 1\e ~ ..... 

..... te u. uuw • e.Me wn1a .... •a &a •••-• ..a .._. 
yoll voll14 Pea 1 d \e \M O.s - -" _. lie .- tw 
the ......., .. ell the ,.. ... JI"IIJA. JIIIUewl4nc ,_ -I 7 I 

.., .. _.. d.,_ u-u .... I &a......W taos "-•• el U. 

"lll\-.1 s.,. .... laU ... _. _. ... - , 
1 

' ' ' · 19J'l 
n.... r w.at &a a r : n ar -" vl~\ tot.a1 ...-las 
lllte u. ,.._..,.. ~ • ......,.. ., ... ,.... ,_ ... "-1* 

....... _ 1 .... ..,., .. .,_ ~ .... u the --

~U\ 111 a ..,.,.,_ aon••• p ·••ec 7VUr a t tba • U. 

Coocr-•' • 
1a .,_ le\\en ., J_., 16. 19'>0, ,, ,,. l'rMU.\ ., 

\he S.. .. _.. U. ~ el the Knee o/ lls;>I: 1a "'"­

"lle- - ..&e to .,..... i!lnet14tne \ o Mlc! the ,._,... 

- loft' 15t 19)') ~· ta a ........ -~ VCAII'IIf .... 

oou-. tt ..... ae .- Orne - ~' ... u. '- ..._ vi* 
ru J>"t \o '" ..a .n• 'lol'letll# ~ U. n.llh elt•­

U. .... P\aldl'• -- tw ... s.--. " ... .,.._w. \11M 
\he •n ,_,a,.._h Jl)'l:ftCdla -u 'lie ..U.. lnr U.. Cm:: -
llll\har ld.l'llf IIA, ledel .. &a \be -1'flas 1W ot U.. Jilopon­

llopor\ .,_ \e t'lldle 1' .. n- ~n.Uoc of IIIJ71AN1-

t-.ll'al ea:rp1- r.r.d .....,... .... pnaae\ .. 11ft lno' ..U.C t-

,-1- \e of "'"~"• Ae a nrenl\ ell \hie rn bu... U.. 1An6-

l'lt r-re fit \1141 ~n-J..,.n lll'lll< wr• .,__,. 

How•-·- ..u- ................ ..., u.. Co.""""' vl\ll 
,...._, \e \M _. -twA n. na1.oM n Dn I he' 15. 1939 

or ad41U~ -••• ~.,.. ... rn'newll7 • \lie NlW 

lr.da\-- ......... - ·-... &a 1S19 .... 1920. 1a .. _, 

,) 

Regraded Uclassified



( 

• 

••• 

.................. 2 .... 4 ''"~";:~:. ,_. .. ,.. .. >a r.. ..,."'!'C:: u 
:::. '::'::.... _. .. !'J -;-a., .:•-. " n 1 

a~" sa 2 2 I .. ,_~ P X 2 •en· ,_ ........ ....... , _ ......... 
:-:..::::~ ... ~=: "n ,_. "' .. ..... ....... 
,. ....... fill .. 31 ! IF ,. ----5= ., ... -.-.nsr' .. _ ... .._ ..... 

"I?U--

, .................... , . 
.... IE 7 a ...... -. 

• 25 2 .... 

... • s "1-

156 

Regraded Uclassified



( 

CONFIDENTIAL :S7 
TREASURY DEPARTMENT 

INTER.OFFlCE COMMUNICATION 

OATt Ma:y 22, 1940 

TO 

SubJect: Repli s to t elegrams rega.rdlng sales and new orders 
tor t he week ending Ma:r lS. 

To da te, reports have been received trom 21 reoor t1ng 
co:~can1e e . or these, 14 r eport no significant change in sale a 
~ur1nr, t he week ended Ma:r 1g as compared wlth the previous 
veek, 2 report a perceptible decl i ne ln ealee, 3 report a eub­
etent ial increase, and 2 will send tiguree l a ter when compiled. 

Quoting t hose reporting a decline in ealee: 
4 

Sherwin-Williams Co.: •current indications are that 
business is slowing ott very percept ibly, in spite 
ct the tact that th1e should be the peak or our 
eeason." 

American Locomot ive Co. : •Re telegrt<m. Orders received 
last week show sharp decline trom level prevai ling 
during previous two months period. Inquiries and 
quotations r equested show no material change.• 

Those reporting a substantial increase in sales above 
those ot recent weeks are: 

U.S. Steel Corp.: I n the week e nded May 16, new orders 
increased to 2}6,000 tone (70 per cent or capacity), 
t he hlghest since las t November, whlch compares with 
226,000 tons (67 per cent) in the previous week. 

American Woolen Co.: Sales last week increased t o 
$951,000, the highest in five weeks, and more than 
double the previous week's f igure. Increased ealee 
ot knitting ;rarne were reeponaible t or the upturn . 

General Elect ric Co.: Sales last week r ose to 
t5,900,000 from $7 ,900,000 the previous week , 
reaching t he hlghest f igure e1nce early February. 
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seoretar7 Morgentbau - 2 

The f ollowing ooapan1ee reported no eignitio&ht change: 

I.nternationel. BarYeeter Co . : 1 1o dgnitiout obaage 

In new bueineee laet week o•er pre•ioue aonth'e 
report. Reaction to aarket ie ueuall7 not 1aae41ate 
in our busineee, but a continuation ot downward t rend 

ot oo .. o41t7 prioee will ha?e an ad?erae effect on 

oonauaer ealae.• 

Veetinghouee Electric Co.: "Your telegram twentieth. 

No significant increase or deere••• 1n new buelneee 

laet week. Ma7 buelneae expected el1ghtl7 leee than 

April. 1 

Texas Co.: "Reference telegraa Ma7 20. S&lea la•t 

week ll1ghtl7 ott but no eignitioant change. Our 

doaut1o gaeol1ne ealee f1ret 15 da71 Ma7 194o 
2,033,177 barrell, ooapared with 2,046 593 tor eaae 
period last rear, decrea•e 13,416 or .66 percent. • 

.leerioan Brake Shoe and Foundrr Co. : 1 I.n repl7 to rour 

telegraa or Mi, 26th regarding our bueine•• during 
t he laat week, I. beg to ad?ill there hae been no 
change troa preceding weeke. I.t bat been running 

along on about an e•en keel t or eoae tiae.• 

Air Reduction Co.: S&lee of $464,000 during the week 

ended M&J 14 reaained praotioall7 unchanged froa the 

figure of $460,000 tor the prnioul week. 

Aaer1oan Car and roundrr Co.: 1Reporte reoei?ed t o 
date do not indicate an7 eignit1oant 1noreaee or 

decrease in new bu•ine•• ot our Coapan7 laet week. 
To •1 thinking there 18 nothing 1n thie e1tuat1on 

to re~u1re ooaaent.• 

Baldwin Loooaot1?e 'lfork1: 
there wae no noticeable 
bu11ne•• laet week, nor 

1Repl;y1ng t o rour telegraa, 
1noreaee or deoreaee 1n new 
ao tar thie week." 

Standard 011 Co•!!&!ll ot lew Jer .. r: Doaeeuo tale• , 

at the aoaent, are entlreb noi'aal. •rore1gn •hip­

aenta •how a f alling ott, but thie wa• aleo the oa1e 
o•er the paat ti?e or e1X aonthe and we do not place 

an7 new e1gn1tioanoe on the a1tuat1on eo tar •• 

exporte are concerned." 
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Cannon Mille Co.: Sales l ast week showed no signifi­

cant change, totalling $310,000, Yereua $34-2,000 in 

the preyioua week and t 196 , 000 two weeka preYioua. 

Pacific Mille: Sales laet week ehowed no more then nor­

aal fluctuation, totalling $652,000, vereua $663,000 

in the previ oua week and iS13,000 two weeks previoue . 

J. C. Penney Co.: •we have not received figure• recent 

enough t o reply in a detin1te way to the wire or 

May 20 •.... However, trom what information i e aYail­

able it appears that no significant increase or de­
crease was operative t or that period. Our busineee 

appeare to be deYeloping at about the eame pace as 

experienced tor t he last thirty days .• 

American Steel Foundries : 1 Ther e baa been no appreci­

able decrease or increaee in our buaineee during the 

past week. 1 

•we ha•e been watching •er7 
the present disturbance on our 

busineee. Our r eeling ia, that our business ie con-

tinuing at about the eame rate aa betore the preeent 
diaturbanoe in the et ook and oommodit7 aarketa . Thie 

i a true or both our retail and mail order buaineae. 

There hea been no eigniticant increaae or decrease in 

the sales or our company i n t he laet week. • 

International Bueineee Machines Corp.: •our reports do 

not indicat e any eignificant increase or decrease in 
new bueineea or th1a oompany during the last week. 

However, during the paet two weeke t he volume or new 

ordera reoeiYed by thie compan7 ehowa a tendenoy t o 
tall ott aa oompared with the t wo weeks prior to that 

time, although the new orders received in the past 

two weeks ahow an increaee oYer the new orders re­

ceived in the aaae two weeks laet 7ear. • 

Reports were aleo receiYed rroa two companies that will 

send tiguree lat er: 

Johne-Manville Corp. Will aend ua weekly aales tigurea 

when ooapiled on Thured&J. 
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General Motor• Corp. Will eend figure• at the end of 
the wee It oove.ring retail aale e during tbe eecond 
period of Mar, together with their ooamente. •Baaed 
on the number of new oar& financed b7 General Motora 
Aooeptanoa Corporation in tbe weak ended Ma7 20th 
there ia no indication of enr eignifioant change 1n 
volume. However, due to a lag in the financing fig­
uree, th1a probably reflect• in part retail eelee 
during the f1ret ten day• of Mar . 1 

1£0 
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IIEJJ), OEOROE JACKSOI, aerana~tic engr.J b. Everett, ll.&ss. , Dec. 'Z7, 
l891J a. aeorge Nathan1.e1 P1ucber and Jeney (Lellllan) 11. 1 prep. edn., st. 
~orge 's Sch., Nenport, R. I . , and Choate Sch., W&llingford, COM.J 
.~udent vaae. Inot. Tech., 1911-151 "'• E. cary Hoee, lla.Y 18, 192lJ 
chi ldren - Oeoree Nathan1.e1 Jackson, llary Randolph, peyton H., Charlea 
cary. Expt1. engr. , Sterling Engine co., Mfalo, N. r., 1916, Wright 
l!artin Aircraft corpn., 1916-191 engr. in char I!" pO!fer plant laba., 
u. s • .1.1r &crvioe, Dayton, o., l9l9J chief Mill'· Wrieht Aeronautical 
eorpn., l 9<P- 2SJ v.p. Pratt & 11h1tney Urcrart eo. , 1925-:JOJ v.r. 
n<n · exec. ca:t. S'ld cb:nn. tedl. advisory CCIIII. U>ited Urcraft & 
TJ~LMPOrt Ccrpn. , 1930-.34; ccma. engr. l)lited llrcratt ccrpn. , 1934--)S, 
••I'• ond dir, s1noe 19)5. IIOI:l. As. Soc. U. C. , soc. Au~otive 
D>sr•• Inato. Auta:tobile l!llgre. , Inet. ot Aeronautical Sciences, 
Rcual Aeroi'\Qutical Soc. Republican. Episcopalian. Clubs: Hangar, 
!.l>t:in- <ra (New Tori<); Hartford, Hartford Colt, F&rJI1nit<n Cowrt.ry, 
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Jlu&ooa· »va, llq 22, 19110 

S!!UO!'LT OOliJ'IDDil'UL 

!'ho Bonorablo 

Yar ,...hr1ala for Obiaa1 a\aUaUca of iaoorb 
at llazlcoon r .. expcr\ad \o Ohlaa dnrlq the 
period fro. April 1 to Aprll 15, 19llo. 

!ho Soorot&rT of Stah, 

Slrl 

tr...,olt ohlpe011h of var n !)plloo for Ohiaa aado duriuc tho 

period April 1 to .t.prll 15, 1911o, 

!'he oupplloo ree>:portad to Ohlu fro• llazlcoon in tho per­

iod otatad were n.lu..d at lo. lo932·909 or at tho ra\o ot u­

Gh~U~CI nov pnTailinc (ou rupoo ~u.alo $0. JO), $579, S72. 

!bo t otal Talu.o of all war ou!>Plloo f or Oh1u ohippad 

~ucl> »vM "*' to .t.prll 15, 19l!o, vu Ia. 117, J7l1,722 or ap­

proxlaatol7 $40,518,907• 

soo 
JO 

Y, Looaari Parltu 
.t.aorlc .. Tico Oonoul 
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Y.t.ll II..L'l'l:llULS lOll CBIIU. 

StaUot io t ot i"!9orte at llangoon r.-exported to Chill& 
durlns the per iod Allr11 1 to Anrll 15, 194o. 

Dooor1p t1on 
and Quan t1 t;r 

Oout17 
ot Or1c-

---~ c o 

Value 1A 
B:upooo 

IIUJ:bor o! 
Package: - . ·-·-· ·· ··- - - ---

62 Par to 

P:::te 

Par to 
Part a 

1 ,200,000 c•••• 
!8,164 ..... 

220,46o caaea 

8 ...... 

39 bo:uo) 
9 druao) 
1 box 
1 .... 

lla41o tranomittor 2 caoao 
Cotton fabric 2 boxu 

Bonglconc 150.649 

Hon£konc 82 ,092 

11n1 t ed Stateo 3o76o 
11o1te4 Stat01 1,257 
11o1 ted St atu 5.071 
1ln1 t ed St &t eo 2,722 

a •. l,gJ2,9()9 
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St•t!otlco o! l.l!porto •' llaDSOOA r ... u:porhd to Chill& 4ur1ac U.e per1o4 :f'~ J.prU 1 
to AJ>ril 15, 191io 

· • t1nito4 Ste.tot 
t. Hoo&~<ont 

I . b:plooi'fto 
2 • .Urcr..rt parte 

OAl.t 

CNt 
peckact 

Valua a 
ltlzpeet 

1,700,168 
2)2.741 

1,9J2·909 

JALlliS liY ftPI8 OJ I!J.!EIIUL 

Qlwlt1V Valua a 

~· 
l,!j08,6114 

62 
1,6J7 , }58 
~.551 

l ,9J2·909 

Value a 
'0'. 8. Dollar• 

510.050 
69,822 

579·872 

Value a 
'0'. s . Dollart 
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lllbJ oota l.el-H of !nab holt at lla1pboac. 

!'bo BoDOrablo 

'lbo Soorotlol'7 of State, 

Sir a 

1 b.o?o tho h010or t o rofor to q 4oopatoh ao, SS 

of Mq 17, 1911<>, ill rop.rd t o tho .,,...,... taka liT tho 

Oonraaoa \ Oeaeral of lll4oohiu t o prohibit tho upon-

atioa of t.....,to fr<a ladooh'""• particularl.T t o that 

parac:raph (pee• 4) 4eal1ac with tho t raaeabip11.111t to 

llan«ooa of true>ll:o in 'boxoo. 'l'bo Dopartmoat will recall 

tb~t tho 'boxoo aow at Baiphoac oontaia olll7 parte of 

truoko, tbo other parte ~lac alru47 'booa tru.oabipp-

to lanpon. 

Uator 4ato of Mq lS, 1911<>, tho Soorotar.r Ooaoral 

of t ho Oonrnaont Oeaoral of ldoohllla, llr. D&lo&llo, 
• 

1atora- tho Chillooo Coanl. Ooaoral that tho 'boxoo 

(2)4 in all) coat.aiac parte of true>li:o M7 'bo ,,........ 

abipp- to llaacoon • • oriein&ll7 plllllll- · At tho -

lD4ooh1u l1a1ta waa authorh- , thue paraittinc carao 

to 'ba carri- fr<a BaipbODC• or fro. tho r a1lhaa4 at 

lachaa, to tho frontiar, ....... ouoh carao .......... t ........ 

1.68 
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!lie oUv.&Uoa th•retore appearo to ll&Yo 'bo­

cou14ora'bl7 u.eier, 'both 1a oo tar ... tho "'blooldq" 

of t .....U (..,.\her ao.-ltleol or 1a 'bouo) ud. tho now 

of \raael\ oarco oftr tho Cao'buc road. are couon.eol. 

fro• t ho \one of llr. :c.J.ulle1 o le\tor to tho Olli.Dooo 

Co11ov.l Gtllleral and. trca llio co11TaroaU011 with ao, 1 

'bol1no \hat , 1t oTu\o ill lluopo nid.aoo a loo..UC 

crart\7, there vill 'be a relui.Dc of tbo illcoDhotulo 

h n olon ill 1Julocb1u w1 til a coorroopollll.11lc rolarliiC of 

ll .. p ... U 'Ioll.7 70VI, 

lor tho Coulll at Saicon , 

Ollarloo 1 , ... II, 
.Aaorico.a Co11ov.l. 

In triplioah to tho Departa111t (IT air ....U) 
Ccpho \o \Ill Jllillooq, C!lgmp1D& and. Polplac 
Copho to C011ov.laho Ooo>orel, l!OJICI<OJIC 0114 lltnp• ' 
Cepioo to Coai'Cilaho, :t'Qimi.Dc 0114 Saicoa 

CDacoor 
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H. !o!. Jr: 

o:oerator: 

~. H . Jr: 

0: 

0: 

; . v .J r: 

(1: 

lt ,V. Jr: 

Rarry 
Woodr1nc;: 

H. ~.~ . Jr: 

\1: 

\' : 

r: .... Jr: 

II: 

H.V.Jr: 

II : 

tt .'' . Jr: 

Y: 

P.".Jr: 

II : 

• 

Hello. 

eecretar~ Woodri ng. 

Thank you. 

Go ahead. 

Hello. Hello. Hello. 

M~ 23, 19llo 
9:03 a.m. 

Well , I thou~ht he vas on there. 

All rhht. 

I' ll ring hlll rlght back. 

All right. He l lo. 

Yes. 

Harry •... • 

Yea, Henry. 

Good morning. 

Good oorning. 

!!arry •.••• 

Yeeh . 

170 

•••• . When I vas with the President yesterday he's 
asked me to 0811 1n the machine tool industry. 

A little louder, I can't beer ~ou. 

He'e salted ne to call i n the oaohl ne tool industry. 

Yee. 

And I would Hlte, l t you would, to detail eo me 
otticer who ltnove machine tools •••••• 

Yea. 
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V: 

t.: .v .Jr: 

II : 

~ . , . . Jr: 

ll : 

~ . '·' .Jr: 

II: 

11.,. .Jr: 

u.,'.Jr: 

V: 

V: 
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- 2 -

••.. •• that could work with me on t h i s . 

Yes. 

If it 1 11 agreeable to you, anll. if he could eome t o 
cy office at 2:JO. 

TodaY' 

Today. 

All r ight . Now, is ther e any information t hat we 
could in t he meantime ~repare tor you and send over 
t o you -- a me~randum or a nything that would help 
you? 

No , juet 
see' 

first, what are the Army' s own needs , you 

Yee . 

In t hst field , enll. what infor mat ion have they all t o 
t he needs par t icularly as it affects aviati on. See? 

I see. 

In other words so we can take care or t he Army and 
Havy first. So, • •• •• 

That' s rUht. I ' ll do that , et 2:JO. 

Yeah, and I'm askin~ the Navy t o do the same thing. 

'l'be same thing. 

Yeah. 

All right, Renry, we ' ll be there-- we ' ll have him 
t here a t 2:30 at your ott1ce' 

Ir you please, 

All r i ght . 

Thank you. 

Goodbye . 
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Ooerator: 

u . !~ . Jr: 

(1 : 

(1: 

U •• T • .... r. 

Cl: 

'! . ~ ' . Jr : 

0: 

0 : 

C!l11r l ea 
Ed1aon: 

R. ' ' .Jr: 

E: 

H.J• . Jr: 

E: 

E: 

- • .. • • • 0 0 0 ...... ' • • • • 

Hello . 

Ma:r 23, 191!o 
9:05 a.m. 

Secret ar y Edison oan be r eached a t t he hotel. 
He 'll be in his office in an hour. 

Oh I tlell, let nie talk to h im a t h1s · ho tel.·: 

All ri~rht . 

Hello. 

Ye&, sir. 

And tell Phil Young to be in ~Y outer office i n 
about thr ee ~inutes. 

Right. 

Hello. 

Secret ary Edieon. 

Thank you . 

Go ahead. 

Hello. 

Good morning , si r. 

9:06 a . !!'. 

Good mornin~ , Governor. How are you? 

172 

(Lau~hs) A little nremature -- a little premature. 

Well, I like to be amongst ths first . 

(Laughs) o. K. 

Charlie •••. • • 

Yeah • 

•• • ••• t he President a•ked me, in connecti on with What 
I'o doin~ ror b1m on avia tion, to call in t he machine 
tool industry aa well. Hello' 
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E: 

a.l! .Jr: 

E: 

H.U.Jr : 

!:: 

! . J.t .Jr: 

E: 

B.l! .Jr: 

!:: 

H.H.Jr: 

!;: 

H.H.Jr : 

E: 

F .l-' .Jr: 

::: 

" . ~, .Jr: 

E: 

H.M.Jr: 

!:: 

H .~· .Jr: 

E: 

H. ~.Jr: 

- 2- 173 

Yea. 

And I v ondered if you oouldn ' t detail eo me oftioer 
Who knove machine toole and knove what the Navy 
needs ••••• . 

Yea , air. 

•••• • • to work with me on t h1e thing. 

Yee, I will, Ve•ve got a very good one. 

And could he be over here at 2:30 at my offi ce? 

2:30 your offi ce . 

Yeah . Somebody who knove what t he Navy needs. 

Al l right, e!r. I •ll have him there. 

Fine. How are you otherwise? 

Oh, I ' m pretty good, pretty good. 

I eee. You're not - - ~ou don' t want any Jobs up in 
Detroit I mean in New Jereey. 

Any Jobd 

Well, all peliticiane want jobe. 

(Laugbe) Oh , I want a -- I want t he right to hand 
out a rev, that ' s all. 

o. !(. All right . All right, Charlie. 

All right , I • 11 have him there, Henr:r, and I think 
- - we made quite a etud:r on that machine tool thing 
and we ' ve gotten up a very fine book on it, a 
catalog of Where they are , t he kind they are , 
epeoifioat1ona, vhat•e needed, and all that. 

Good. 

I think 1t would be ver:r helpful. 

!hanlt you eo auoh. 

All right. Ooodb;re. 

Ooo4b;-e. 
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11$ ;.!1 t:XPANSIO!i PROG~ May 2~, 1940 
9 : 15 a.m. 

! . ·· .J r : 

OllC)' : 

.-: . • J .a• : 

E . ~ . Jr: 

Olley : 

lo!r. Mead 
Mr . Olley 
Mr . Ballantyne 
Mr. Young 

Did you get your instructions from England? 

llo . 

That he lps, doe sn't i t T 

I will take your Tord for it. 

\;ell, I can t ell you - I can • t lay my hands 
on the cable , but Aobassador Kennedy saw Lord 
Beaverbrook with the president or your eonpany 
end Lord aeaverbrook was supposed to have s een 
the Prime ~1nister yesterday and I don 't know 
the name of the presi den t o f your company, but 
he said the president of Rolla Royce - h e saw 
h im l'tith Lord Beaverbrook and then Lord IJenver­
brook asked f or an appointmcn t <~i th the Mi nis ter . 
I spoke to l~.r. Kennedy and he said tha t it wa s 
all fixed and he said that they "ant Olley to 
come to see us and ~hey said he ouGht to ge t 
the cabl e shortl y , but he said, "Tel l him to 
take our word for 1 t." 

o. K. I would do that , anyway . 

!low, here is what we .:ould like, you see. r.bat 
I have asked for is, if the British Government 
would license the United !;tate: Gove rnment to 
manufacture this ensine . I ~~nt i t between 
Governments and then we would as:>ic;n it to 
whoever >:e thought could do t he job bes t , con­
sulting the Rolls Royce , but - 1n o ther t:ords, 
we want to keep it between Government s and o:e , 
the Government , want \he license on that thing 
11nd that is the <lilY I put it up to h l.Jn. 

Now, let me ask you this: VIe have got these 
two engines or yours Y1hich are supposed to 
have gone on the teat bl ook yes terday. 

Olley: Yea . 
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Olley: 

U.ll. Jr: 

Olloy: 

s .:~. Jr: 

Olley: 

!lead: 

Olloy: 

H. t~ . Jr : 

Olley : 

J:ood : 

Olley: 

lead : 

H. t... Jr: 

~.ead : 

Oll;,y 1 

H.I: . Jr: 

- 2 -

Do you know wbat models thoae aret 

Those are Merlin 10, t wo- speed super charger. 

Is tba t the latest? 

There is a ~\erlin 20 1 about which they bave 
sent me no details . The Merlin 10 is the latest 
production model . From what I understand, the 
Worl in 20 is more or lea s expe rimental. 

~ell now, t he ~erlin 10 , bow much hor sepower is 
that , what is that rated att 

17-- :> 

'l'hey don 1 t take m.e i .nto their conf'i dence very 
much, but 1200 horsepower at twelve thousand feet . 

That sounds conservo.ttve enough. 

That is the latest information I have . 

Did you see the Bristol man when he was over beret 

'lh itobead, you meo.nt 

Fedden, 

J:o , I haven 't aeon Fedden. 

~~ell , the point that you (Jo:ead) y;ant to a sk is -
I mean , 1s this a suf fici ently r ecent codel for 
us to go in production on i f everything went 
along al l r1gbtt 

r.all, I think we wan t a t least the c ost proven 
one they have , i f ~e want to get going immed1atelJ. 

That is right . 

So I should th1nk 10 would be the one. 

Yea , I think 10 would be the one. 

NoY~, the only bad news of t h 1o pic ture - a.nd I 
am not going t o ta.lce it - they wm ' t send anybody 
over. Is that necessary, thought Shoul d I put 
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Ol!.ey: 

n.l: . Jr: 

Olley: 

Olley: 

tiead : 

H.::. Jr: 

Olley: 

t:.ead : 

Olley: 

~ead : 

li . ~· . Jr: 

!.ead : 

- 3 -

up a bi g fight that we must have acmebody or 
are you that person? 

I am not real l y 80 terribly competent as you 
might think I >~a8 by being stuck over here , 
because I have only juot been snatched back 
f rom General Motors. I have been with them 
for nine years . 

Where? 

Fi ra t of all in Detroit and then two years 1n 
FoXhall in England . 

Are you an engineerY 

Yoa. 

I might add be ls very modest. 

I see. 

No , I have that reputation, but it i s wrong. 

But I don't think we could manage this big a 
program with just one num. It woul~ mean more. 

No. 
Even 1f they ~ere willi ng to let us have your 
motor. 

Uell, Ur. Uead, isn't th i s the thing , before ~e 
get into the thing, a s lonG aa l&r . Olley bas 
nothing f ro:n his coopany or his government , I 
suppose we might just as well go on out t o 
Dayton and take a l ook at the engine. 

\/ell , I think after we o.re throuGh here, if hlr. 
Olley baa time , we could clear o.way a good deal 
of the ques tions we need to get ~swered of 
o. general character, in so far as he is willing 
and able to anewer them. It might help us a 
good deal . For instance, you spoke of two 
runs. Well, i f we got a complete set and 
questions of that kind perhaps you would be 
willing to help us on. 
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.. .. ..... ... -

Olloy l 

a • .• Jr: 

Olley: 

;• . ~· • Jr: 

Clley : 

. . :.: . Jr: 

cue; : 

: .t: . Jr : 

- 4 -

I Vlill hel p you every possible "IIY I can, 
l'lhy I say I e.m not quite sure ho" canpetent 
I nm is that I haven't •:orl<ed for Rolls Royce 
recently. As you know, I helped desigP the 
old engine, the o ld Engle engine of tho last 
waP as· Royce ' s personal draftsman on that 
st11fJ; and after that I wac ten yea:-s with 
Rolls Royce at Springfield in the American 
plant building the motor cars, and aft or that 
I was nine years wi th Ceneral Uo tors putting 
the independent suspension on it, dOinf the 
independent suspensi on job, end then I have 
just been recent ly snatched back to aircraft 
engines, so I am not r eally up t o date on 
aircraft engines. I have had a rather inten­
sive training on this en6 1l'lC , because He have 
be en t r yinG to ge t - we have boon getting tool s 
and material for it . 

'ThD. t 1s what you have boon do ins ? 

Yes. 

ThAt is j ust v:he t we need he l p on. 

:..n 

You have been getti nc tho toolo and ,tho material•? 

Yes . 

TI1en you y_now what they need • 

Pretty r.ell , yes . Tha t has been our job, you seo, 
to get t he machine tools and the tooling and so~e 
of the material over here , so I coul d help along 
those line s . 

You br ousht SOMebody down v:i •h you f ron Canada , 
they say. 

No , we called for the only Rolls Royce tes t man 
on this side . He is n fellow called OsboJ•ne, 
who is wol'king at Fort Vli llilllliS f or the Canadian 
car 1< Foundry, putting ~lerl1n enuines into Handley 
Paise planes which are being built 1.n Fort l'/illbm. 
I telephoned h1m yester day to co~e and see me 
1n Detroit, "1th the idea of h is goins down to 
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l~oe.d : 

Clley: 

B. r.!. Jr: 

~ead : 

l\ , J.I,Jr : 

Youns : 

Olley: 

l'ead: 

Olley: 

!.:oad: 
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- 5 -

Da)'ton to be what help he could on dismantling 
and inspecting this engine and particularly to 
bring any tools that he had Which were neceaaary 
tor the job. 

I talked to Colonel Paige th1a morning and tho 
engine 1e down . The other one ia on tbe stand, 

Colonel Paige has got aooe darned good men there, 
t hen. 

\fell, they worked all n1gllt . 

Are the Chrysler people ther et 

I don 1 t know about that . It was hal f' past seven 
in the 1110rning and be wasn 1 t at the office yet. 

You (Young) could check and f i nd out , 

Yea , They should have been there yesterday morn­
ing, 

Now, on the general proposition of manufacturing 
the Rolls Royce engine i n this country, we shall 
be up a gainst exactly the same thing that we b nd 
to f ace in 117 and '18, and tha t is that it bas 
to be redesigned in tho auxilliary details for 
American production. I know t hat from tho struggle 
we have had to buy soo e o f the material over here. 

Now, George Mead was s aying tha t that m.igllt dela;r 
us, It will delay us much wor se if we don't do 
it . 

I think that is something that JOU and I will 
have to go into a huddle on. 

Kay I offer one piece of evidence! I know George 
Mead will --

You mean to abow me a picture of the rear of 
the engine nowt 

No , air, to show you a pi cture of one detail of 
the atarter, 
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:.!tUi.d : 

<'lloy: 

t:end : 

lloe.d : 

Cllo:r : 

- 6 -

I n£lroe where we can take off a whole un1 t 
and put on another one , TIO can probably do 
1 t, 

That thing , I would turn tho J::cl1psc Bendix 
boys , nay }ansing and hi s s ang, loose on that 
r i&}lt at~ay and put i t up to them. 

CUt I think generally speak1n& Yla would a~;ree 
that 1n so far as it 1s humanly possible it 
oUGht to be a perfect copy, because t here r.ill 
be the least dela y in golnb into production. 

Yea, Hel l , there is this about that engine. 
The nain portion, if you ~111 just look at 
those d rawings , for exampl e , or my arrangement 
drar.ings up 1n Detroit, th e main portion of 
that engine is simpl e , 

178 

I knovt , You see , I spent several days w~tt: 

Cr ankcase , crankshaft , con rods , pis tons , cylinders, 
cylinde r liners , r eduction gonr , all that stuff 
is simple e.nd s traightforward, \',hen you get 
t o t he r ear end of the engine, you have got an 
a~solute Chinese puzzle of otuff the r e thnt 
defi nite ly needs redesigning for production 
purposes . Otherv11se , it will be a sheet anchor 
o.rotmd t he whole thing . You will never get 
anywhere . 

Of course, I think ..-e should bea1• in nine! the t 
i f the Tlar goes on, th is is a source of supply 
for you i.f you need core anginas. 

Cilley: Yus. 

t..eo<l : 

Cllloy: 

And consequently we don ' t want to go very f ar 
afield to spoil the installation interchange­
a bility. 

~1Ult is one th ing whe1•e wo should get , to my 
mind, where we should get D. small gang together 
with t hose two points in mind, that .:e have 
go t to make t he thing produceoble and we have 
still got to keep i t usefUlly similar. 
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).lead : 

H. M. Jr: 

Clley: 

li . !· . Jr: 

?allen tyne: 

Olley: 

llead: 

Olley: 

- 7 -

It seems to me if we went on that basis, that 
Rolla had more reason than ever to g ive us a 
hand, that perhaps they will never get any of 
t his source of supply, but at1ll 1t ia the 
potential --

Right, flell , I said this to them over the 
phone, to Ambassador Kennedy. I said , "Cer­
tainly as an ace 1n the hole I den' t know mat 
t hey could do bettor than t o start ua producing 
these engines in this country , " and the fact 
that t he Government itself is contecplat1ng 
doing the Bri stol engine and the French are 
planning to do the Hispano. 

In the case of the Bri s tol , the British Govern­
ment is thinking of doing i t itself and in the 
case of the l!i apano, the Jo rench Government . 
Now, •e want to cooe along and do this thing 
with our om money and ao I should think tbet 
the Bri tish Government would welco~e this . 

'!'hey certainly should, 

I gather that they beve . flell , I don 't think 
there is much more tha t I can do. I think 
the best thing to do - have you any suggestions! 

r/ol l , I ""S going t o sugsest , sir, that I think 
Mr. Purvis remarked to you a bout an engine with 
a higher horaopower, I t hink i t ~as a Rolls 
Royce engine , a Vulture . 

I certainly would not t ouch the Vulture at this 
time, That ia the 24-cylin<ler square engine and 
aa I get it, by word of mouth, there a re two 
pro jects in mind. One, the - you remember t he 
Snyder Company 12- cylinder s1x- by-ai x . 

Six and a half , wasn' t itt 

130 

Yea, and one project waa t o oake - to 1:10derate 
that a little bit to make a good military engine 
out of it, Tha t appealed to me right away because 
it is a aimplo engine and it should be fairly 
reasonably simple nowadays to make the s tunt 
engine of 1939 into a practi cal military engine 
of 1940. 
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C'lle y : 

• ead: 

Olley: 

Jt ~ ~' . Jr : 

- 8 -

the other seheme is this square 24-cylinder 
Vulture . Of course, I haven't seen any details 
of the t at all , but as a manufacturing pro­
posi tion I wouldn't touch i t at this time, It 
means arti culated rods, 

It mean t a cons i derable headache at Darby, too, 
I have seen the engine. 

they have had a dogfight on the roda, I under­
stand, for quite a while , 

It seemed to me that our immediate urge was for 
something that was proven and ready to go, be­
causo even then we can't get it out fast enough, 
so that all these other sizes would be a catter 
of thinking of after thia and ln place of lt.· 

Yes . 'i'he l!erl1n engine ia a >~ell worked out 
design that started ln 1935 or 1936 and has 
quite a lot of background to it, and it has been 
stepped up in pov1er very much like the 1/right 
Cyclone a. 

I run going to turn you over t o !Jr . tiead, see, 
and thank you very nruch for canine in. I just 
want to say one word to J,lr . !Jead. 

!.81 
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:&ay 23, 1940 

Coodr. Carney sa1d t he Packard 4H eng1ne 

l s ver y close t o the Rol ls Royce e ng1ne bu t has 

greater horsepower. It 1a a ~1ne type but w1th 

ver:; ~ changee would be avaJ.lable tor a 1rcratt 

e:l(;lnes. 

Packard could nroduce 2C ent1nAa ner day after 

12 months . 

D.E. IJ . 

182 
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COIIPIDI!I!UL 

~o : 

?roa: 

Genarol Brett $dY1oa4 me b7 tolopbono at 2100 P.M. 

th11t tho Chryolor ong1noero ba4 boon 11t Yrl.cht 71ol4 

since yoatcr~ 100rn1"6. Be addad tllrtbor that ChrTSltr 

bod biiCkad oft on tho llollo engine boc.uJII it neod tbo 

cetric eyotom ~~nd YIIO nov otud7i"6 tho Continental. 

EYidontl y, Chryolor vao inclinod .. re and .ore to 

tho idea of doolgning an 1"61no of ito ovn troa tho 

ground 'QP. 

'-if?-1. 
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WAR D E PARTMIENT 
A IR CORPS 

MATERI EL.. DIVlaiON 

--...-L··· 
184 

1'/aohineton, D. 
lilly 23, 1940 . 

The Honor c.bl.e Mr. Henry !torgotttbau, 
, :J,t~ .. d.DU!.: ~'(IR - Tho Secreta ry of tho Troaoury. 

c •• 

t;7 
s,.l j ect 1 CJwracter iatice of t he Rolle Royce-l!erlin Encino. 

In accordance with reque1t ot Li eutenant l'cKay of your ottice, 
rt foll~tnr. 1ntor=at1on concerning t ho Rolla Royco-Uerlin engine is 
~ mh~ed : 

1. The Mpeat known continuoue output of a Rollo Royce­
··rrllr •flf.ine io obtained fran the Uode1 "R1!2Slr' . 'l'M o on£ino i o aillli­
lJir r o the r:orlin "1• in that both a re f itted. with t:wo-apeed aupor­
ehr• era , tlut tho "Rl!2SW." haa been dcuigned apecifically for operation 
·rith 100 oc~o.ne ruelo . This engine hno a take-off of 1320 horsepower 

nd fie ro:dr1um power i n hifi)t Or low gear ratio of 1160 hor&epo-.. Dr at 
li ,730 foo~ . 1'he enr ine is of tho standard 12-cylinder "V"' type, cooled 
.lllo ;:~hyleno Glycol. Tho dry weight of the two-opeod •x•• Merlin engine 
!r quot ed ot 1390 pounds o.nd the Uode1 "IUJ2SI.!" en£ino ,..ight has been 
oot!J "ted the oarno by our Uilitary Attaches . A p11rticu larly fino foa­
ure of thio enr ine ia t he two-cpeod in-t ernal eupercltarger blower. The 
~l' r.or a hao been interested in thie blower ror • everal yea.ro . 

2. 7ho c~rerison of the ~erlin e nd the Allioon io given 
clo in tub~lar rorm J 

'i'ake- orr Power 
Power st Altitude 
Surerch&r eer 
Or y 7.e1t ht 
Oi•Jllacement 
Frontal Area 

Rolle Royce­
l~erlin 

1320 liP 
u 6ojl6 , 730 rt.• 

Two-Speed 
1394 1bo. 
1641 cu. in. 
5.85 oq. rt . 

Alllaon 
(P- 40 En!d!!e ) 

1090 
1090/13. 200 rt. 
Single. Suge 
1340 lhe . 
1710 cu . in. 
5.5 sq . rt . 

• The engine in t he Spitfire flown in Ottavl& only had o. normal 
ratine at 16,730 ft. of 1050 liP . Othor Allhon modele have a 

militor y m tin& of 1150 at 12, 000 rt~~ 
./1 

• H • ' 
Br it• Oeneral, Air Cor pe , 
Chie f, ~tori~l P1Yioion . 
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MD.y ~4. 1940 

Since llr. Olllf wn a unable to reach !lr. H1 wea 

ytat•rdny n t'ternoon 1 t was decided that Hlt,Jr would 

aoenk to Anbassador Kennedy this ::10rning at 6:00 a.o. 

~c-ever, late last n1~ht :~ . Olli e did Fet through 

hls cell t o l!r. Hine s and it .,.s not necessary, t here­

~ore, to send t~~a cable t o ~ass3dor Kennedy. 

185 
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Jo~t for tr&Dtllitoion to tho .Aaoricu lllboot:r in Loll4oD 

'!'he lloorehl'T of ULo !rooour:r nquirot \be follovi114 queoUou to 

bt trallelllitttd to Rolle Ro:roo, llorb:r, ~4, attention of Mr, ll, Y, Kine, 

Otceral ~r. 

(1) Rocopis11!4 the i"PC>rt.....,. of 'bu1l41~~« a proYtll ·~ &Del 
ooowolllc that epocial oftorh will be 1184e Oil thh o14e to 
cable tho production of cpuo ill twlft 110utho, voul4 
Rollo Royoe rocoao.ad 'bu1l41DC tho Morlill X encino, tho 
Mer liD :0:, tho Tul turo, or tho Griffon? 

(2) 'fhat it tho otttlltial clifforence 'botwetll the Morlln X aD4 
MorllA :0: tDClAM? 

(J) 'fhat are the rated powro of all four tDClA••• oad at -
alUtwloo aDII. for lObat Z'Uill1illC U•• are thou povore obtalAeU 

(4) 'fhat are the wia:bto end clioplace~Cento of theu enj;ineo? 

(5) l!ov ctuiokl:r can Rollo Royce ullcl a complete oot of prillto 
tlULor blue or Tan llJl<t of oooertbliu all4 detailecl parte and 
oootllUal pr1Ato of ....,.uraetur~ toolo, w.ch dravi- to 
refer to wichonr tllpne tho:r btlieTo ohmlld bt 'builU It it 
ouc~oo ted that prolt.inar:r print• ohould be tent i=-ediatel:r l>:r 

airplane &lao handbook• and other lnatruction li t erature, 

(6) l!ov ctulekl7 • ..., Rollo Royce ecd a production ~inoer, proferal>l:r 
Mr, Bleekotono, &leo a deaill:l' t!llginotr and a teet e~~«inetr? 

ouo:r 
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!! . l' ,Jr: 

Operator: 

!L ~. Jr: 

Charles 
Edt son : 

!: 

R.I' . Jr: 

E: 

H. P<, Jr: 

E: 

IJ ,!l ,Jr: 

E: 

!! .V. Jr, 

;;: 

P. . !' .J r: 

t: 

R.M. Jr: 

Hello. 

Ma1 23, 1911<> 
9:q.s &. fl . 

Beoretary Edison. Go ahead. 

Hello. 

Hello . 

Charlie • ••••• 

Yea, e1r. 

Henry. 

Yeah. 

Henry Morgentbau . 

Charlie, oould I have Captain Xraue of t he Na?Y, 
you know, t he engineer. 

Could you have Captain Xraue What' 

Could 'I borrow h1m tor a oouple of daye to help me 
on t hie airoraft bus1neae' 

187 

Why yea , I think ao. He'e more or lese aeeign~d t o 
your work anyway, ian' t he' 

'l'hat• e ri~t. '!'hat's right. He has been but I 
JM:hg~dn t -- wanted to make eure it wu all right. 

Yea, it ' s all righ t me, sure. 

Well • •• • •. 

I don't know Vhat he 1 a doing -- I thought he wae 
working With you. 

He il. He 1a. Ie he -- are you at the Navy no, 

No, I ' • at my of t1oe in the hotel. 

Oh. 

Rowenr, I ' ll be at tbe JfaTy ehortly. Wh11 
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!! .'' .Jr: 

~ .·· .Jr: 

:~ . .. . Jr: 

!: 

E: 

u. '" . Jr: 

.. • , . • J!": 

-· • .. . Jr: 

::: 

f .H.Jr: 

::: 
-.: . ,, .Jr: 

:: : 
-.: ." . Jr: 

18B 

- 2 -

Well , Just it" you'd tell somebody t.Mt --I don ' t 
know, maybe 1t1s not necessary - - that I can -­
I 1ll be calling on Kraus tor quite a lot tor the 
next tew days or a week or eo until we ge t this 
th in~ straightened out. 

t/ell , you go right ahead and call on him and 11" 
it t here's any-- I mean , 11" he ' s on some soec1al 
aaai~ment - - he 's here i n t own, isn ' t he? • 

Oh, Yea . I' l l call him it it's aCTeeabte t o you, end 
aav T ~~ke to you. 
It•e agreeable to me. 

All r1 ~>h t. 

Perfectly. Unless vou hear from me to the contrary 
thet he ' s on some lite-savin~ mission, why you cen 
have h i m. 

Fair enough . 

( LBUI7h8) 

Thank :vou . 

Say l1aten, Almy 1s con1n~ over. Did :vour secr et ary 
tell you? 

o . 

Well, I -- I ..... . 

Alnv'! 

I called r1~>ht back ana eaid that Capt a in Almy 
would reDresent the Navy at your meeting at 2:30 
on machine toole. 

Good. TJ,ank you . 

All right, e1r. 

Ever eo much obliFed. 

Goodbye. 

Goodbye . 
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l! . '·. J r: 

O!lerntor : 

!f .". Jr: 

Y.rpuo : 

!:. • ., .Jr: 

'! ••.• Jr: 

P.' ' . J r: 

r. : 

~ . '' . Jr : 

~ : 

~ ." . Jr: 

K: 

:-: . '' .Jr : 

l.f ,•".Jr: 

Hello. 

Captain Xraus . 

Hello. 

May 23, 194o 
9:53 a.m. 

Oaptai n Xraua s pealtin<; , '!r . Secretary. 

Good morning. 

Good oornin~, sir. 

189 

I wse just talking with "r. Ed18on and I said I wa s 
~1n~ to lean on you e ven more heaYily than what I 
have been and he said , 1 P1ne , • unless ~ou had aone 
111'e-aa Y1ng detail that he d1cln' t know about . 

All r1 'l'h t , s1r . 

And he said if I d 1d n1 t hear from h1m again why I 
c ould call on you as muoh as :vou ooul d t ake i t 
phys i oall;v. No>~, t he 1mmed1at e thing le th is. 
You mos t likely know Mr. Heo.d 18 coming down to 
help ne until I get this particular assignment 
finish ed. 

Yes , sir. 

And he would like very much t o have ~our assistance, 
and would i t be c onvenient tor you to come over t o 
the Treasury at ll:3ot 

I t hink I can ge t over t here , !!r. Secret ar y . I have 
a r nt her important engagement here at ten , but ! 
think I ' ll be clear of that by that time . 

~iould twelve o'clock be better? 

No , I t hi nk 11: 30 will be all righ t . 

He ' s i n room 296. 

296. 

On ny f loor. 
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( 

K: 

H . ~~ .Jrt 

J( : 

P.. l. Jr : 

K: 

" . l' .J r: 

- 2 -

All right, e1r. I ' ll be oYer at 11:30 then. 

At 1~~0 , at -- r oom 290 - - 296. 

296 at 11:30 w1tb Mr. Mead. 

Rt ghto. 

All r ight, sir. 

Thank you. 
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THE ASSISTANT SECRETARY OF THE NAVY 

WASHINGTON 

23 Hay 1940 

!.!FJ.'OfWlDIN TO SECRETARY MOR!jE!n']{Atl 

In fUrther reference to our conversation at the Cabinet 
IIA!etir.g on Friday, !lay 17, concernilljl the availability of 
duPont powder far the British, pluu be adrl"ed that I 
aaked Admiral Furlolljl to obtein for .,. tha eXIlct etatus 
of thia situation. 

lccordi.ng to llr. Bred1ray of the duPont Co:opall7, '<lith whoa 
Ad:>iral Furlong conferred, thie firl:!l 1o now producing powder 
far British account fro:~ the 6oo,OOO pounds on which we 
deferred delivery sometiJOe ago. In addition to this, they 
ere workine on the replAcement or the 6oo, OOO pounds which 
r.e will need. The 2,500,000 poW><! co.pocity appersntly can 
not bo worked on by duPont until October with deliver ies 
oterting 1 December at the rate of 200 ,000 pounds a montb. 

Tie could and would be willin& to accept a second deferral 
of our requireoents which would shorten our current needs 
aOCIOYhat. HOftver, it ...., did thia, there ia only 225 ,000 
poW>da of the 6oo,OOO pounds of tho kind that the British 
would r.ant. This, you ~'ill rec"'!ni:e, is only a drop in 
tha bucket . Even if • e did thi• , doliveriea could not start 
until 1 !lovecl>er rr= the duPont line whicb, es you see, ia 
onl.7 a thirty dq saving 1o ti&e. 

I u iofonoed by duPont, although I ha'fO not •crified this, 
thAt tho Arey or course i .s still requiring 7,000, 000 pounds 
a y<:er fro:J this source snd 110 doubt tho t, too, lw.s so""' 
effect on their production espacity and abillty to I'Ske 
earlier deliveries t han those indicatod above. 

I can aesure you that Adl!liral Furlong indicated very defi­
nitaly to llr. BradWIIY or the duPont Compe.ey the necessity 
for expediting deliveries to the Britioh. 
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SECRET 
WM~~ 

WAR Dai'AII'I'MKHT ~ WT'/IIP 

-..-.. ... ..._. ... 
WAeMINeTON. D.c. 

- - }..j- <t-o 

Subject: An1lai>U1~ ot Or<!Danee Materiel tor llal­

witbout .Advereel,y Atteetiq latioaal Detcu. 

l. The toll011ini 1teu have alreaq b.., declared ourplwo &lid 

are n.Uab1e tor aele under exittillg laws: 

•· Cal • • .30, Lewi.e II&Chine gun , cl'OWid, 111917 

b. Cal •• .30, •ebiAa gun, Vickera, CJ'OIIIMI ~pi 
c. Cel • • )(), llarlill te.nk -eb.l.ne gun 

d. Cal •• .30, llarlill aircrdt -•bin• gun 

o. Cal •• )(), Viekere eircrett -eb.l.n• gun 

t. Cal. . .30, Lew11 e1rcrett Meb.l.ne gun 

~t1~ 
91! ,, 

1,157 
7,071 
2,602 

15,638 
5,124 

38,040 

192 

2. The toll011ini 1 teu J111f be declared ourplua wi tbout detr~t to 

!be latiooal DeteDee tor J'M.IOIIll eteted aLter each ita: 

.!• 10.000 Cal• . 3Q Bro""W -~~e !IUJII . ll9del 1917. U!li!OdlAid· 

There are 64,929 ot tbeae MCMne gune 011 band ot wbieb 8,1.07 have 

been or are beilJ& 110d1t1ed b.J' c:baDg1Dc alevatillg d.,.ieee to penl.t UN acainat 

aircraft ~ 7,430 are being CCilTerted into air cooled light .. ehiq guna, 

1eoTiq a 1urp1Aa oTer ~ U>oYe PIIP requ!NMnta ot 49,092 ot tb••• gus>~. 

Thie would proYi<le tor u a-tet1011 to a force ot 4,000,000 - &lid 1t1ll 

1NTe a ourplwo ot 1591 guns. HoweTer , a new light -chine gun 11 undar 

doTolo~t which could be put into production ill 9 a.ontb1 aLter adopt1Cil ae 

•tand.ard. It tbe new ~pi li&bt •eb.l.ne gun 11 elow 1n 1te diTelo~t, 

arranceunte have bHD MAle witb tbe General llotora Co. b.1 ldneotiCil&l ordera 

~ placed to unutacture tbe llod1t1ed Browning gun 1n u ple quont1t111, 

&lid 1n uple tiM, tor a......,tet1Cil. 

~. 
are "" are a.odified 

b.1 ldcl1ng new ~te, - butt platea , a b1pod at tbe .rroat, 1tcek r11t at 

tbe raar, &lid a rate rid-, leaT1nc a aurplwo over &lid U>cTe Pill' Nqllil'e­

MDte ot 73,250 ot tbeu CUU• 'l'bil would proTide tor an a...-nteU• to a 

farce et 4,000,000- &lid at1ll :ua ... a -.rplu ot 49,~ ,_.. 

SECRc'l~ · 
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.i• soo.QQO Ep.N.eld Cal • • ~ .rll!.!!· 
'!'bare are 1 ,800,000 or these rinee on hand. 'l'bere are aleo 

900 ,000 Springfiel d rinee on band and 240, 000 new Garand r ifles either on 
hand or 1n prospect tor procurellllmt b)' J'une 1942, or perbape eooner. 'l'be 
~qulro .. ents for 4,000,000 an IIJIIOunt to about 2 , 000, 000 rin ea . Hence 
it 1a endent that, exc:J.ud1ng the Cerand rirle altogether, there 1e a 
our ,>lus o! 700, 000 shoulder fitlee over a.od abovo the requi.re:oent !or 
L, :JO'J,OXl r>en . 

!· S00 - 75!El !lritish deslgn !!WIS . 
Theee guns cannot use the Briti ab .-mitlon but ean use the 

Freoeh 75 - &!Uounition. There are an baDd • total or 41.70 of 751U guns, 
or wbieh 530 are Britls!l t;ype wb.ieh are 1n etorage, J20 of the American t;ype 
•hlcll are 1n etor age and J4SO of tho french t;ype or which 1675 have b..,., 
ood1.!'1ed to per.al t tolling ll)' truclce and 1439 ere 1n the process of being 
converted into the s plit trsll typee. 'l'be PliP requlre""'"t 1n 75 mm ~:W~S 
is 1.431· Thero are not sufficient field artillery tuns on hand for a 
tore• of 4 ,000 , 000 men but it is agreed thttt the British type gun will not 
bo Blllploted 1n the theater of operations and thut further production of 
field artille ry guns will probably bo reotr1ctod to lorger calibers • 

.!!.· 500 - 3° Stokes r.!or tora (Woald lipr type) 11nd 50 ,000 roundiU!.{ 
t~<en Mortnr ammunition . 

This weapon has been replaced by the 60 ""' llortars and Bl ""' 
morturs which are being prod\leed at a r apid rate. 

No require:ae:nt exists tor the Stokes Mortar e i ther for ~e PMP 
or IIJi=<!nta tlone thereto. 

l· Cal • • p bell arm!nltion. 
None can be declared eurplue but the questlo!l of exehanl;e of old 

a~~t1on for new am=unltion ie under consideration by the Chief of 
Ordnance . 

R. C. IIOORE , 
Brtsad1er Gen eral, 

Aee1etont Chief of Staff. 

SFCRET 
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WAR DEP~ ,...,.t '1 •1 I¥> 
OFTICE OF T1« CHIEF OF T1« AIR CORPS 

WASHINGTON SECRET 

~lay 2_3 1 1940 

IIOORANOOII for the Cbiof of Statt 

SUEJ!CTI 

I I 

1 . The attached request of the Anglo-French Purchasing Board 

involveu the immediate release of airplanes now being used for 
training, and airplanes noor on contract for initial equi~ent of 

units of the G!!Q .l1r Force. 

2. a. llannfacturers have stated that deliver! .. on current 
contra cto can be accelerated by subotantially increasing present 
orders tor airple.nes ncm in productioo • 

.!?.• Immediate orders for 31 000 airplanes of simiJ.u t:ypea 
now on order rlll accelera te deliveries to a degree tbat rlll 

assure the c011pletioo ot the AviAtion Expansion Frogru on schedule, 
provided: 

'!'hat airplanes released for export, ovor &nd above 
requirelllents of Arm:! delin ry schedules 1 conform to .l1r Corps 
specifications rlth respect to details, desien, armament and 

equix:ooent l 

'!'hat current dalivery schedules ere Mintained rlth 
exception of 15% tor reserve in the continental IJI>ited Statae 

and 25% for r eserves in foreign poaeesoions; 

'!'hat attack airplanes, Type A-17, are reJll&ced in ld.nd 

b:y ad'I&Dced training airplanes, T7Pe AT~; 

'!'bat tho Coverruoent 1 dletaly initiate action loadin& 
to the acceleration ot eogine deliveries • 

- 1-

SECRET 
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we--andua for the Chief or Sterr 
way 23, 1940 SECRET 

:J, There are two posaihle Mthods of ree.lioinc accelerated 
delivery ratee , i . e.t 

1h1a •tllod would require the expeoditllre of a pprax­
iloately $300,000, 000 bJ tha Govenlaent, for tha purcbue of air­

planes . It 'tiOUlcl have tha advant&ce of • 

(1) Utillzinc tbe ~ potentiel capacity of 
aircraft manui'acturere of critical A:nrt3 types J 

(2) Substant1al.ly increasine delivery rates within 
four to oix IIOiltha 1'r0111 date of order 1 and of prov1d.ing 
positive 1n1t1al steps toward the aupentetion of the cOIIlbot 
atrencth of the C!IQ .l1r Force . 

The principal diaadvantap of this Htbod ia tbo dif­
ficulties incident to incorporatin& 1.-proTOIIeDta in deeisn and 
cbsngea in equipoent that are conatantly neceaaary at frequent 
intervals W\der present world conditiono. On the othvr hand, 
placing lar&e o1'ders for preeent advanced t ypea now in production 
would allow the manufacturers to plan and coordinate their pro­
duction in a unner that 'tiOUlcl provide for tbe oconOIIlical and 

t.1.r;;.ely incorporation of new features u required. 

l!· e M1 ti,.,., Fore 1m Purchases. 

Tbia method envision& t he placine of larp orders, bJ 
the An&lo-French Purchasing Board, for airplanes identical to 
Anxy typeo now in productica. It would have the au e desired 
effect on delivery acbedulea u the placine of additional orders 

bJ the J.:rq. 

Tbia Mtbod bu tha cliaadftlltage of placini a larp 
pereentap of tha total potentiel capacities ot ke7 anutacturera 
under control of foreisn purcbalera . It 'tiOUlcl require tha cc.­
pllcatiCIII of c-..deering1 if there is an early requirellent, 
additional eoabot airplanea for tbe diacwoaed expanaion of the 

Arrtt:r Air Force. 

-2-
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~.tor t.be Ob1Ait ot Statt 
lij. 23 , ]. <p,IJ SECRET 

4• In t.be tuoJ. ~is, add1Uollal Ol'du'o tor .lrwT t:n­
...WS ,_ tho 4ua1 Jl'll'POM of aocelerat.l.Dc doli'r...Uo tor export 

aD4 proride tor a t.iMlT &lid Ol'du'q ~~:~~pa~~~icc of lol7 -=lactariDI 
tecll1~• "1'11..-1° rll ... ll ot ~ t:n- tor aport will 

aorie>\IUJintlrrupt and ~ t.be G~Cuticm or t.be pr1111>t A"fiatiCOl 

J~XpensiCIIl Prograa aa ...U .. hiader the 1nitilt1011 ot an ordlrq 

aJ14 odequatlq pl•nnld productiCOl pl'Op'&ll tor •-tinC tho Air 

for«o ot tbe lll>itld Stotoo. 

Incl. J. 
Pert llo. I , Aircraft 

& ~· - 7 eheeto 

SECRET 
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TO 

TREASURY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

Secre t ary Uoreentbau 

Dr . Ueed 

DATa l!ey 23 ' 1940 

: r.D eeadine; you he-rewith two aeta o! ~blea which ehow the atatua 
0~ t~• tralnln,g alrer iU't on order for t he United Statea J.rrey .l.ir Corpa 
1 
~ t ·• United Statu llaV7. 'tou will note t hl!.t t ba &V7 uaeo but t hree 

'· :-u of onclnea In t ilelr traiDiDc alrcr iU't end that t he Arr:q uses a 
e~na1~·rrblY c repter nuober . 

'=··• Ar~"J aituation i a being at-wiled , bowe.,er . with a view to•erd 
r• .>:In,. t:.., total nu:ober of t ;rpea e:>!>loyed. The !tees carked with an 
~ teritl:: on the .Arr:q table a indicate t ho eo eD.61nea 1rh1ch are now on 
or.~t\r !or t ho present ex:p.Nlsion prOSJ"Nl• t1a Mve hAd eo:Je indice.t1on 
leo tt ... t t ho An;v ~ s till further ollllpllfY I ta enelne proeure,ent 
rc>blem by tho ell.cinatlon of t he oo-cnllod bnolc trainer type . 

Iu ncld ltion to t he moves t h..'l.t are boing cade t o oolve the on;;lne 
robl ou , n o tudy of all met hodo o! OBnufncture which t>ll)' lea.d to more 

toonoo1c~l end more rag id production 11 being undertaken as a part 
! t:1b orocre. One of the !irat ~:~o•e• 1.n thia direction is e. 'SUI'Vtf 

or t.tt ao-cnlled plaatic oet hod of ccnatl'\lCtion as applied to t raining 
r ircr~!t . 
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~~ ., 
a> TJW: NINO AI1ICRJ.FT 0. a. A!IIY 
(7) 

~neral Nanutaoturer. Hodel llo. .A,pprox. !ng1ne ulte Hp. General tn>e• 

al.a .. 1f1cat1on. llo. on and modal. 
hand or 
on order. 

Jlri.ur)' trainer Conaol1dated H-3 5 Wright ~ 790 235 Blplane fixed ~ 

61 
i ng gear 

I I I PT- 34 • • I 

I I ateu.an PT-9B 1 LJOolll1ng ~680 180 • 
I I Conaol1dated 11-D 20 L)'coa1ng ~680-3 200 • 
I I ateu.an H-13 21 L)'OOlii1Dg ~680-5 215 I 

• I I PT-134 130 L)'coll1ng ~680-7 215 I 

I I I PT-lJB 180 L:yooa1ng ~680..11220 I 

I I . Waoo XP'l'-14 13 Oont1nental 
670..5 

220 I 

I I at. Lou1a Oar XPT-15 13 Wright ~ 76o 1:. T, 225 I 

I I I\7&D XPT-16 15 Menaaoo L-365-1 125 Low- v1ng IIODOplane 

• nxed landlng p.zo 

I I ateu.an P'f-17 150 Oont1nental 220 lllplane t1xed 
R-6705 landlng IM1' 

I I • PT-lS 150 Jacobe ~755-7 225 • I 

• • J'a1roh11d PT-19 270 Ranger L-44o-l 175 Low- v1ng aonoplane 
fixed landlng gear 

• • ~an PT- 20 30 Kenaeoo L-365-1 125 • • 
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en . 
en 
• -i 
<leDtll'al 
Ola .. 1f1oaUoa. Manufacturer Model No. Approx. 

No. on 
Engine make 
and model. 

Hp. General. T;,pe 

band or 
on order. 

Bu1o trainer Douglas BT-2 68 p &: v R.-l31lo-O 1150 8Uplane fixed 
landing gear 

I I OoneoUd&ted BT- 7 5 p " w R.-9115 )00 

I I 8evera1t7 BT-11 20 p " v R--9115-ll ljoo Low-wing aonoplane 
fixed landing par 

I • I •• .Amer1oan BT-9A 62 Wright 7- 975 ljoo I 

I I I I BT-9B-0 163 Vr1 ght 1-975-1 ljoo I 

I I I I BT- 10 l p " v R.-l31lo-IR. 550 I 

I I Vultee BT- lJ )00 p " v R.-9115-25 1150 Low-wing aonopl.&ne 

I I II. Jllerloan BT-14 251- I I I I 

M nDOe trainer I I B~l-2 170 p " v R.-1340 I Low-wing 80nopl&Jie 
with retractable 
landing par 

I I I I BO-lA 113 p " v R.-l31lo-49 550 I 

I I I I AT-6 94 p " v R.-lJilo-49 I I 
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C"l TIUI NI IIG ADICRAP'T U. S. 114VY 
1:'..) 
N 

General. Xanurao tlll'er. Model Bo. Approx. Engine .. lte 
Olaa•it1oat1on. Bo. on and model. 

hand or 
on order. 

PriM.I':r tra1Mr Stearman H&-l ~7 Wright R... 790 

I I Naval Air. Fa ot. II3N-l 167 Vr1gbt R... 7~ or 
Wright R.-7 

I I • • 
• I • • 

A4Yanoe trainer N. American 

I • • • 
I • • • 

bgin .. u•ed in Navy tra1nerel 

Wright R... 76o 
Wright R... 790 
p 6 v R...l34o 

• N3N-3 150 Yr1ght R...76o 

• N5N-l l Wright R... 76o 

NJ-l 4o p 6 v R...l34o 

BNJ-l 16 I 

SNJ- 2 36 • 

Rp. General. t1P•• 

220 BWoane- 'll'he el cr 
oat 

220 
235 I I 

235 I I 

235 Monoplane 

500 Monoplane - 'll'h••l• 

• • • 
550 • • 

Regraded Uclassified
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ENGINES USED IN AR!ff TRAINERS 

Make Hodel Rating 
(Sea-level\ unless 
1nd1oated 

*' R - 670 - 5 220hp. 

.. R - 755 - 7 225 hp . 

R - 6So - li!O hp. 

R-6S0-3 200 hp. 

R-6S0 - 5 215 hp. 

R-680-7 215 hp. 

-'f R - 6$0 - ll 220 hp. 

... L - 365 - l 125 hp • 

R- 9<l5 300 hp. 

R - 9<l5 - ll 1m hp. 

* R - 9g5 - 25 450 hp. 

R - 134o - B-e: 450 hp. 

* R - 134o - 49 55Q hp. (at 5000 
tt.) 

* L - 44o - 1 175 hp. 

"" R - 76o - ET. 225 hp. 

R - 790 235 hp. 

R - 975 
1m hp. 

R - 975 - 7 400 hp. 

'1' E"'"~'""<-'. tw {>VU~ 
...,.r.-~ ........ ~""1v-· 
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TREASURY DEPARTMENT 
PROCUREMEHT DIVISION 

WASHINGTOH 

llt.1 23, 194> 

)!IH)IWIOOI! FOR IIR. PHILLIP IOO!«l 

There ia at tached hereto a letter ju.t. recei'O'ed tr<a Admiral 

r'Urlong, Chief or Ordnance, Na"Y Depat1ment, 'Ohich 1e eell-

expl anatory. 

att . 
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NAVY DEPARTMENT 

BUREAU OF ORDNANCE 

WASHINGTON, D. C. 

lleoaor81l4ua tor Oaptab 11&1'1')' Oollilla, 
Direotor ot P!oour .. oat. 

tU Da:Poat C•.PG.T ia !!!_ --taetu.rillc pow4ft' tor tile BriUIII 

oo tllo 600,000 11>. clota ..... t -· •r tlul IIU)' .... 110o.tluo -· !Ilia 
parior will all be IWillt..,tlll"e4 - p .. ll:e4 r•47 tor 4el1nJT to tile 
BriUah br JUl7 Sbt. soaa ot it will be t1».iahe4 br 1\&lr 1. 

ot t1u1 2,600,000 lb. oapaoitr tlult tile 11&1'7 releaae4 to otlulr 

or4era, u ia atate4 b7 Da:Poat tlaat - c- will o.ot etart -­
o.taoto.re uatll Oatobw ..a will Mite tile tirat 4alinrioa oo. it 1ll 

o .. - ... at rata ot 200, 000 lila. par -til. 

I uke4 t1u1 Da:Po11t raprea•tati.,. if tlul lla~ ahoul4 &in •P 
all tllo ,_illill& oapaoitr that Da:Poo.t 110w haa 1ll prooaaa ot ..,. .. _ 
taotu.re tor ,.., what .. o1111t tlult .. are pttill& ooul4 be .ao anil­
al>lo to tile Britiah. Be atate4 tlult o~ 225,000 lba. ot oor cap .. -
i tr 1ll tlloir powder l illea ool114 1lo ue4 to aaka tlul k1ll4 ot powoler 
t1u1 Britilla ••t, all4 that thor oool4 atart to - thia 1ll Soptea­
l>or 8114 clolinr it to tile BriUah 1ll Joy-.r. 

I a wilUII& to tvtllc toter tllia ...,...., tor wo altlloqh it ia 
auoh a aaall ...,..,., aa to bo ot litU• help to tlul Britiah. It wo 
raallr wa11t to lullp t1u1 Bri t1ah ot Da:PCIIIta, it woul4 be uuaaarr to 

-•1 - ot t1u1 7,000,000 111. oopaoitr U..t tile~ llu - uder 
-aotora ...a lot DIIPollt tUJ'II 1111ot«w 1a cauelle4 or cloferrad 

risbt Oftr to * Br1Uah. 

Tho a..r- ot Or411aao ot tile J!1'!7 y )l!llill& to apill 4efer , 
aa a tate« abOYa, all of tile oaoao1 ~W1ta"ialllg ill tbe powder lillo 
tbat aakaa tile eiso ot powder tile B 1111 ..,.,. !be ...U ....... , •• 
rotaia 1o for 1n u4 5" a~~Ualroratt pow4er, ••• 011 M ohilloa tllat 
0011 not- t1u1 Br1t1111 pow4or . I a willill& to IP tha llait on 
ou.r on clotomellta or • .,.. ....,oollatiou to belp tbe Br1t1ah. 

0 .s \'. '· • 1 ~-
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Tel~ eo-uce - 111:-. LoaiJo 
Jobmce oell.ed Ill-, Salll- at lO a.a. 
1.n rlt8JIOIIH to oell. troa Ill-. Salll ..... 
at 9•40 a ... , ~ 23, 1940. 

Sll).l1ftlll Bello Lo111.8. 

J"""""' I Bello Jolm • 

Solliftlll I called 70U JUterdaTo 

JOloDI'"' 1 r .. , I ~a~oor, powder. I-t.,...... U.O.a t1pl"M tlda .ono:1.Dc with 

Colonel llcllorelaDd. Ra u on hie "ftiT .,.... there ...,., U be iaD 1t 

alNad;r aittl.Ac outai~ . I told b1a to ab"" 70" the aaot otlt.•• 

I dce' t. ... Mw 1.n the 11<11'ld ,.. oan do it, Jolm, -with another 
powder plazlt caC.Dc aloac ,.. are ac~ oat. Yi th poooder the 

White Bou• relaued to 'P'iJ>l.aDd, &Dd 111:-, llol'l«<tbtu '• rtoqQMt to 

rel••• to the 1111 .. , - ,.. are in a OJ'itical a tate wl.tb 0111' oom 

preaant propaa. Jot tbtt I doll •t .... t to belp tho•• people, blat 

I think ,.. beft reached the bottoa .., t.boae tic-· •• are coiJ1c 
to do -taft!' t.bt .Ada:1Jdrira Uce 11 prGCJ'U. WDta. !bat 1 a ~ I 

aont llcllorelaDd to fOU wi t.b t.bt u:aot f1«urH ript 11W&7 to •'­

fOU the 'llllole 'brealaloiiD. lou can - tbtt it ia jut -t I told 

TOU· We are tr,1nc to be ~ aoldiere, Jolm, 

Solliftn1 ill ript, t.banb fti'J ....,11, 

• 
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!!OOIWIDllll 

Vq 2). 1940. 

FROIItl!r. Sullivan 

COI\'FElEIICEt Present: Colot>el llcliorelaod. of the office of the Aasiatellt 
SeeretarJ ot lr&rJ Vr. Eell&nt71"' of the .Aqlo-Prench l'lu-­
ehaain& BoardJ llr. YOUII& and llr. Sulli...,. 

Colonel Jlolloreland stated that it would not be poaaible to adnnce 

the releaae elate on powder for the Britieb ahead of Oetober l at . 1940• 
nor to increua the uoount to be releued 'be7<m<l 200. 000 pounda per lloiiDth 

'l'ithout dioruptin& the preaent loedin& acbedule and cloeinc down are~. 
In his !'1pree we diacOTered tbet there wu an allDRI>ce of 60o.ooo pounc1a 

for the Finne and be called the Finnish lliniater to tincl oat whether the 

Finns were to a:erciee tbie option. The Finniob llinioter called b&clc to 
say that ha ,..,. w.1t1ng for ed'l'iee on tbie •tter. 16ollorelaod. e&id the 

Iorey would gladly releaee llerculeo !rom tbie 60o.ooo pouncla 1! the Firn• 
did not want it. Aa to the balAnce of the presant Britiab requiraelte• 
-.hen be left be agreed to go through the J oadl ng schedule again to ••• 

1f he could in 8Zf7 wtJ adnnce the date of SJ>ereeae of the UIOilDt be7ond 
200,000 poubda per aont.h stertin& Oetober let. 

llr. Yo1111g and I concur that unless tbl Arrq reneee ita requireMtlta 
for i te loading schedules, the onl,y other chance o! eeourin& tb1e powder 

for the Br1 tieb ie through an add!. t10Dil release troa the Na"Y • which in 

new of the present releaeee. appe&re doubtful . 

In regard to the contract pending with Colt for 15•000 wnMne guM• 

llr. Ballant7ne aclcnoorledged thet the situation in regard to e capital 
advance for the purpoae o! inereaaing r aoil1t1ea 1a identical with the 

lituation t.h17 raced in aircraft and engine factories. This bad not been 

hereto appreciated b)' Vr, Ballantyne or llr. PuM1a and wben the conference 

ended Vr. l!al..l&Dtyne agreed to call llr. PuM1e in lin York and we belien 

he will rae- the adftnoe o! t2.500.000 !or additioll&l tacWtiea. 

In return tor tb1e the klw!f w1ll agree to release half of ita eapacit,' 
an tho 50 !dll1wter at=ra!t acb1De guD8 aterting in Deeuber. 1941• 
117. Iounc and I bell""' that the d_ .... o! the l.zfi(J are reuca&ble and 

that the .lnclo-Frencb Pllrchaaing Board abould adftnoe the t2.500.ooo. 
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AaeriGM CoDOulate O.oral, 
Aaatordaa, lother1&Dla , Mq 2) , 19110. 

hbJeoto Del1n17 of a PoraOD&l. lloa-.. froa the 
8eoret&17 of tho Oa1te4 Statu tr .. o\11'7 
t o tho Proa14ut of the lothorlaa4a hak. 

the Boaorable 

tho Seorota17 of St ate, 

Yaah1qtoa. 

Sir• 

In roferonco to tho Departa ... t 1 a telecruo n-ller 29 4ate4 

llq S, 6 p.a. 1ll wllillh vaa t raua1tte4 a poraoll&l aou-ce for llr. 

'tr ip, Pruident of tho lothor1aa4a hak froa tho Seore\&17 of tho 

On1te4 State a tr .. OUI'7, aa4 -q repl7 thoro t o ooDtaiae4 1ll Deopetllh 

lo. 559 dat ed II&J 9, l94o, I baTe tho boDor to t r&Doait borev1tb 

f or record PDrPOooo aa4 1a oouocUon perUcularl:r vlth t ho laot 

paracrapb of t ho doopetllh r oforre4 to &boTo, a cop:r o f a l ott or 

4ete4 Mq 10, l94o froa llr. trip to a o 1A wllicb bo uprouoo bit 

t baoko for tho action takan b:r tho United Stato o Oo•oraaont ud 

parUcularlT llr. llorp ntbau. 

Yo17 rupeotfull:r :rove, 

J'rSDlt C. Loo , 
Aaorioi\D Conoul General. 

In qniatupl1cato to tho DopertaODt of Stato; 
Cop:r t o tho Aaoric&D LopUon. tho Bacuo· 

rue Jo. 102. 1/ rr:L/prt. 
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;G 1M a !D:E TOOL PROG RAiol L!ay 23, 1940 
2:30 p .m. 

Present: 

A1ny: 

A l.r.ty : 

l4r . McReynol ds 
14r. Young · 
Co.pta1n Almy 
t.!ajor Hauseman 

Cnpta1n, just to be sure I have enough to do , 
the President asked me in connection with this 
airplQne t hing t hat I am doing for him to look 
into t he nach1ne tool a , and llr . JJcReynolds ex­
plai ned - he is AdDin.istrative Assistant to the 
President and I am jus t borrowing him and the 
thing that I r.anted t o know was thia : Aft er all, 
airplanes are important ond j ust because I am 
doing them , I don ' t r.ant to distort th e th1ng 
o.nd I "'>ndered how far th e Navy baa gone, first , 
as to t ools they need to take caro of the existing 
program, ~t tools do they need when this bill 
passes , and fUrthermore , whut about the machine 
tool s which are on order f or forei gners . 

I ~ not sure I have much information in regard 
to the aviation requirements o f the Navy, other 
t han tho3e tha t they V!ill r equire in thei r ov.n 
pl ants : that 1s , for their manufacturing and main­
tenance plants and fot• those additional sta t ions 
that are being built. I wasn ' t able - after I 
c.ot word to a ppear over here, I was unable to 
get i n touch Y.1. th the planning officers that have 
t his plant extension program in hand and I am 
not sure that they know too much about wha t they 
want to do. I am quite sure they don't. 

\iell , this is giving you a little notice . The 
machine tool people are due in here, a co~ttee 
represent ing the industry, J<onday at 11:00 o'clock, 
eee , and I would like you, i f you would, to co~e 
back at 10: 30 V.onday, at which t i me you and who­
over the Army sends here - and maybe you could 
get toget he r •1ith the Army man bef ore that , you 
aeo , so that - I woul d d ivide it up like th is: 
Fi rst , what are the requirements that the Navy 
needs for i t s ovm progrnm. 

We know that very definitely now. 

All righ t , t hen i f you coulcl aegrega te that, 
general, and t.'len orr on the a1de would be 
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aircraft , and if - I don't know Ylhether you have 
it by compani es or by too la. I don 1 t knovt how 
you do that , you see. 

l'le have it in the form of whnt we call plant de­
fici encies . In other words, we have for each 
plant or each station a def i ciency index >~hich 
tells us exactly the tools that they Ttant to 
bring up their activity to any specified level 
within the capacity of tlult plant . ':hnt ·is true 
of aviation as ~ell a s Navy Yarde and - -

':he t i s w1 thin the llavy? 

That 1s within the !Ia vy . 

I mean that doesn't includo the - I mean , 10 , 000 
lon& distance bombers, you don 't know ho~ nany 
tools it takes to ~ke thoAe 10, 000 long distance 
bombers? 

I can't speak authori tat ively f or that - for them 
right now. 

\/ell, I am g i ving you notice, so to speak, and 
you ~eo v1hat I mean. Then I am particul arly 
interested if you and t ho Army can ssy, "How l ook, 
!J.r. f.!orgenthau, here is a list of tools whi ch r.e 
need e.nd by countries, :.n~;land, France, 'lussia, 
Japan, Italy, " 'tdloreve:• they are. "No.:, these 
are t he thins• we need. ;.hat can <:e do about 
that?" I know they have been (;rabbing it. I 
know they have grabbed a lot , but they haven't 
begun t o grab enoUeh· 

They grabbed everything that - I have already set 
up t ho ns.eh!nery in the 1:ovy Department with the 
connivance of some of t ho Cuoto~s and coast Guard 
nnd have been grabbing everythl.nc t hat "e .:ant, 
a.nd TIO use our discretion as to vlhat l'!e want , that 
is desi gned for expo1•t , thnt is on order or for 
export, and I am gradually collecting all the 
i nformation of all tho tools that are on order 
1n this eolmtr y and I - some or this equi pment 
that was on order end ready f or shipment I have 
purehased outrisht by proprietary means and 
had to use the big s tick to fort i fy the !e compan1e~ 
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because they have definite contr actual obliga ­
t ions and probably you should know t hi s , that 
this morning I asked the CUstoms to investigate 
a foreign shipment that was alongside a vessel 
of - in !lew York, and this was part of a two- car 
shipment of one machine that the President has 
ordered us na t to l et ce t away from us , 

Is that a 150- foot la the? You know, I asked 
three months ago and L:r . Edison wrote me formally 
turning ne down. Did you ltnow that? 

I knew that . There is a sti l l bi ecer one than 
that by that sa:ne company . 

General r:a chinery, aha ror 'htssla? 

Yer. , s1r. 

I forget whether t he nrat one was Russia or Japan. 

_llo th of them were llus s i n and I 

Who do you con tn c t •1hon you Yllln t some thing 1n 
Custo:ns? 

Oh, I go directly to the comp11ny • 

I say , who in Custom~? 

I handle' that throueJl o.ll. I . and they te lephone 

Ue have that. 

I he llrd , but I don ' t r oee l l . But I gave them the 
ear numbers and stu f f . 

\'/ell, eoul :l you, as 1 say, br ine me up to date, 
because we don ' t want t o a l l be falling all over 
each o ther . Thi s a ircraft engi ne t hing , the 
"'ore deeply we go i nto it, the more difficult 
it is to do anything. 

I haven ' t done anything - t he a ircraft engine 
industry is interested in t wo kinds of equipment , 
part1aularl y , milling machines wh i ch they r.o.nt by 
t he thousands and bacmers, fo r gi ng hammers , and 
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I haven ' t yet gotten ~ tingere on that equip­
ment . 

I soo. 

As perhaps you know, the proposed Naval legis­
lation allows us to - well, commandeer that 
atutr , place an order for i t without co~pe­
tition and direction that this order - or it 
atates that this order haa priority over any 
other demand tor export, ao that - -

Subject to the discretion ot tho President. 

Oh yes , subject to the discretion or the Presi­
dent , So that I am now juat serving notice on 
those people and when this becomes a law, there 
ia - there is nothing I can do now unless I can 
blurt them. 

You ere doing no Vlorse - I have got 3500 tons 
or toluol that the - I have got a request to 
try to hold 1n an Italian ahip which is supposed 
to aail every day and by hook or crook we have 
been holding ~1at tor a week now, 3500 tons of 
toluol. 

We wouldn't clear the ship. 

So ws are all 1n the siU'Ie business. 

Incidentally, don ' t worry, there is only one copy 
ot that record that goea in rq safe, but I can't 
remember. There is only one copy and the rest 
ia destroyed. It it bothers you, I will stop it. 
Does it bo~~er youT 

Not at all. Not a bit, 

I can • t rO!llember . I used to try to dictate at 
night What I thought I said. The thing - you 
have got what I want , you aoo, and all I am try­
ing to do ia to got - •lhen these machine tool 
rellowa c0111e 1n and then the other thina which 
we are th1nk1ng about , wo have had a lot or 
talks with many bore about plant expansi on and 
theae boys don't want to expand. 
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I knoYI . 

Seet !:ow, yoste"iay everybody wants to kno\7 what 
was 'Jhurman A mold do in;; in here. Ho came hero 
with his whol e starr. Ho tells ~e - and this is 
just L~ t he !nnily - that the ninute I cet t o 
the point with the mao:lino tool industry thn t 
they won 1 t oxpMd or won 1 t p l ay ball , he i s going 
to call 150 of then before the Grand Jury and he 
says, "You watch then expand, " and mY undeJ>standing 
wi t h the President on that d iscret1onnJ>Y ~oney 
he has got, I an s i t t int; ln on it when it is 
goinc to be d ivided up , so vhen these ~~chine 
tool felloTts sny, for 1nstnnce , that there a re 
corto.1n thingo t h at the Army o.nrl lfavy need , a f ter 
all , it only eoes so f'ar and if the~e fellows 
won 1 t build, we , the Government, :nay he v" to 
build the plants . That is one of the thinGs I 
an lookL,e forwa.~ to a nd tt.nt is why I said 
t ha t the nnn~n of ti1e oonpo.n1 es, you :lOe --

1'/oll , of course in this machine tool industry 
thol'e is a certain point that they cnn I t expand 
beyond bocauoe they haven 1 t the skilled work-
men. I think their best ~hance of expansi on, 
fro~ talkinG with them, 1a that they can buy 
part f rom spucial1sts - they cen buy gears and 
link screws and they can buy - set up to ~u­
facture parts to detailed specifications and 
preci sion accuracy, which will allow them - the 
p~1ncipal builders to do the assembly nnd the 
large fL~1sh ~ork , and I ~~ink t hat they can, 
through t~ o.t means , reach 50 to 100 percent 
greater production than t~ey nave now, hut to 
go out and build a machine tool plant and start 
f rcn scratch, it v;ould be ra~ner difficult . 

Another thing that has been done to oome oxtant , 
it has no t been carried as far as 1t might , 
certain equ.1pment :1nnufacturers - fo r instance, 
one p rinting press nanuf acturer that I know of 
hsa stopped making p rintinG presses and he is 
mAkinG llllchine tools under the pa tents and a 
workinG a uroement with a standard maker , That 
oan be carried to a very conside rable extent , 
so I f eel confident tba t wa could probably 
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bring up our production or tool s to , say, 75 to 
100 percent over .,hat th ey think they can do . 

;7oll, that would be wonderful • 

213 

Now, there 1a - I thi nk I oui?J:l t to te 11 you 1n 
advance vtht\ t our Arnry a nd Navy ' s plans a r e . They 
aren 1 t articulate yet ao t hat we can r edueo them 
t o paper, but v;e are both studyins them and v;e 
ht\ve both Co:!\e t o ve r-y near the saMe conclusi ons. 
Firs t , we wi l l divide amons ourselve s a s the onl y 
peopl e t ha t could get them the se tools t hat are o n 
foreign order that ~~ want t o grab. r.e will dis­
tri bute those to t he arocnals and to the Navy 
Yards or maybe to some of our pr incipal con­
t r actors vrho may be authorized - may require 
1mmodiate e quipment, a llow them to purenase it 
or s ell i t t o t hem a f ter we buy them, i t there 
ia no plant extension. 

The second will be to place on order on our 
all ocation vtar plan s ch eme our Gove rnment plant 
defi ci ency requiremen ts and allocate tha t to 
the industry on tho plan tha t we have worked 
out over a period of years , and i t s eems to be 
pre t ty good. 

Tho third wil l be t he large and the touch one, 
and t hat ls - we are e ll a greed up to this point . 
lfow , the thir<l will be on the allocat\ on to the 
industry and f rom our very extens ive t alks with 
them, this allocation mus t oo~e - they must be 
virtually comoandeered to deliver a ccording to 
so=e plan so much - ten per cent of t he machine 
tool builders and twenty percent to the !iavy and 
thirty percent to the Army and forty per cent to 
a certain kind of an indU4try and t hn t sort of 
thing . Otherwise , they wil l be in a jam so 
that they won ' t know what to do. They wil l be 
a f raid to move, because their bes t cust oners 
wil l be peopl e tha t th ey will be afra id to serve 
and t hey will lose t heir cood will. Tha t is t he 
stumbl ing bl ock they have run onto now. 

Now, ~ve you got any direction as to When you 
begin to cr a b t his sturt, about grabbing s tuff 
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belonging to England and Frnnce? 

·No. So far as I kno>~ , i t i s not in the Presi­
dent ' s pi cture to grab anything that belongs 
to England and France except tha t they have 
g iven to us - that ia , the Army has made avail­
able to u s - we are being fUrnished informat i on -
ell the machine tools that they have ordered i n 
this country. We intend to grab so:ne of that 
for one ve ry good reason, and t hat is, in this 
grabbing business we can ' t show di scrimi.nat1on 
between nations , s o i t i s our purpose to let 
sone go to Japan, some go to Russin that we don't 
particularly want , and gra b scoe o f the English 
and French, and I am negotiating for certain 
Swedi sh equi pnent now and pr obably l!o rway s.nd 
Denma~~ and the Ne therlands; they have so~e. 
not much, but I certainly will grab some of 
that just to s pread it around . 

How much English end French are you going to 
grab? 

I don ' t think very much. 

Don ' t , becau s e otherwiee I woul d have to get 
the Presi dent to give you an order not to . 

Oh, thi s is unoffi cial, but I have an agreement 
w1 th the State Departoent not t o show discrimin­
ation. This will have to a pply unless the 
President directs otherwise , to grab something 
of everybody, but I think I can get or I can 
find out tror.> then the th1nca t hat will hurt 
then l east and I do n't intend that 1t will be 
Very MUCh, 

(Major Hauseman entered tho conference) 

Did you ge t l ost? 

No , I didn ' t know anything about it until t on 
minutes ago. 

Vlell, I spoke to V/oodr ing at 9:00. 
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I am sorry. 

I am sorry, too. 

'.'le crabbed the o ther day - two dny s ago , v:e 
grabbed two ~arge l athes from Oeneral Machinery, 
under order 1o r Amtor g , nnd th e Russian Ambassa­
dor appeared at tho Sta te Department yesterday 
f rothing at tho mouth , but they are not at all 
ex ci ted about 1t and they will be tol d in duo 
course , whi ch will bo a f t er t his hoped- for law 
passes al lowing us to oomnandeer, that these 
have been cocmandoered by the Government. 

Uoll now , I woul d l1ko to explain th i s , that the 
Allied Purchas i ng Conmlaai on is accredited to me 
by the direction of the President. I ~ean , I 
see them and ~!r . Philip Young 1s my contact be­
tween the All i ed Purchns1ng Comnission nnd nysel f . 
The Pre s1den t has a ssured thor; through me that 
anythi ng that we do on our pr•ocrnm Ylill be to 
expand on top of theirs and not to interfere with 
thei r program. I would like to explain that . 

Now, if you have got to take some li t t l e incon­
s equential pi ece just to say you took one pi ece -
but I have passed the wo rd of the President to 
then t hat --

';'hat is in a ccordance \11th my ins t ructi ons . 

Just so that t here 1a no :'lisun-erstandint; , be­
cause I am doln£ the sfl.t:IO k i nd of thin<: that you 
a re doing. I am - by hook or crook, I am holding 
up 3500 tons of tolltol on an Italian boat in 
New York hArbor for about a week. \'lhen the 
Italians will bec1n to holler, I don ' t know, 
but we are doing that ~ort or chancy thing 
e very day ; but on t he other hA nd, I d i d pass the 
word of t he Adminis trat i on to the Allies that 
we would not in terfe r e with them. 

\'/ha t we are going to do i n the way or a r.naments 
here wi l l be over and above their o•m program. 
I woul d like to ke ep t hat word . That is why 
I asked you to co~e ovor here. If you would 
he l p me on that - I don 't want to go and see 
teacher unless I havo to . 
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I 1nfor~ed Ur. Compton, who has this program ~ 
chnrge, t ha t I intend to grab 3omething from 
everybody. 

I \mderste.nd . 1'/e a re together. 

I don ' t think t;e need be concerned a bout our 
hurting them particul arly. 

~hat I am doing is this : The Presi dent asked 
~e las t n1Bbt to take on the machine too l indus­
try for him, in addition to a i rcraft . They are 
coming 1n at 11 :00 o ' clock lo:onday. ~:hat I am 
asking the Army and llavy to do , 1f the;:r would, 
to le t oe know 1f the; could, l!onda::r at 10:30, 
half an hour bofore tho machine tool f ellows 
c~e in, what are the needs of the Army and 
Na vy for its own program. 

You mean for this present program1 

When the bill passes. What do you need? ~/hat 
I am interested in i s by pl an t s , by compani es, 
you s ee , because I am particularl::r inter ested 
ln aircraft, but I don ' t want to ge t aircraft -
1 mean, just becauso I am into rosted 1n it 
doesn 't mean it is more important than anti­
aircraft or tanks or powder o~ armor plate or 
anything else, but the t hing - our contacts with 
t hese fellows bcforo thls ~kes me believe there 
is a kind of a gent lemen' s understandin;; 1n the 
machine t ool industry that they are not going 
to expand tne1r ;>lanta. They will work three 
shifts , but they are not ~;o1ng to expand. I am 
a f raid - I hope I am wrong - that ~hen i t cones 
to a showdown, when we know what the Army and 
Navy need, pl us ~at we need for ai rcraf t, whe t 
we need for civilian pl~ts to fill our orders , 
we may have to put ao,e pr essuro on these boys 
to expand, because they have an t very tight 
nnd they like to consider themselves rugged in­
d ividualists , and so forth and ao on, and they 
are. 
So if you two gentlemen would 6et together be­
tween now and 10 :30 ~onday , then I coul d s~end 
a hal f hour wit h you fro~ 10:30 to 11:00 so 
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you could say, "Well now, l.!r , L!orgenth4u, we 
won 't g ive you the 1\'hole thing but .,e have 
got it . We know what we need , r.e know llbich 
conpanies to look tor --" particularly, if 
you would have the aircraft people tell you 
wh4 t t hey think they need eo that would be 
put of f to one Gide and t~1en these people 
como in now and t hey say, "What do you want 
to do?" you s ay, "riell, hero are the following 
co~panies that ere going to be celled upon to 
give us one and a hal t or two or throe t i mes 
their pr ese.nt pr oduction," so that I can· s ay 
to thes e gen t lemen, ~All righ t , now thi a is 
a rough estimnto, gentlemen. 1:e are coing to 
call on you for one, t wo , throe or four t imes 
your present production. V~nt are you going 
to do to mee t this program?" 'lhat ia what 
we want and we want this committee that ia 
coaing 1n to - you see, they are ~;oing to 
Day t on to a i>i g committee on Tuesday, the 
whole industry is meeting on Tuesday, so it 
i s an i deal t h i ng to meet on Monday , 

This meetina on Monday is jus t with machine 
tool builders , •:r. llernor and so onT 

Tell Berner 1a comint; in at 11 : 00 and 11' you 
two gentlemen come in a t 10 1~0 , you would 
s imply say, "!low, !.!r . l>:orgenthau, we have 
boon over this t hlng and these are the conpan1ee 
wh i ch we t h i nk - - " I woolt'.n 1 t say \'le a re going 
to have trouble wi th them, but these are the 
fell ows that we know are goinc to be called on 
for great expansion in thia pro&ram, do you sec . 

or course, we oan give you the l i st or machine 
tools .:e will need for our arsenals for the 
new ammun1 t1on plants in tho President ' o pro­
nrnrn ond t he new s~kelooa powder plants . or 
course , now, <.nat civilian industry wi ll need 
we don 't - ~e don ' t know What co~nies will 
get the bi de , because this all £Oe s out on 
competitive bidding. That is a shot in the 
dark. 

All r i Sht , we are all shooting in the dark , 
but look, I did a job for Pr att & f~tnoy 
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and l'lright . I mean, they were i n de sperate 
shape and by calling them in anrl going over 
and over again, we f inally got down to some­
where betYTeen 24 and 30 compani es , the par­
ticula r thin&S that they needed, and i t Ylasn •t 
a ques t i on of competi t ion, because - I foolishly 
tol d then the story- ! di dn ' t mention t he name 
of the man in Philadelphi.o. tlho makes a valve 
gr inder , I t h ink , a machi ne t ool to make a valve 
gri nder. He has fort:; men and they sa y Tlhen the 
f i shing 1s good he b~es fishing and he doesn' t 
COI'Ie ba ck until he has caught his fish and he 
doesn't ca re , ~o I tol d the nto17 and the damn 
11ow York Till!es ran it and the machine t o ol 
people are all mad a t mo and they say you can't 
get them to pu t on mo r e than 40 men . Is the re 
a Hall machinery company? 

Yes , in Philadelphia. 

They say he 1s a grea t fol lo., , bu t he Ylouldn 't 
go along . ! t 1sn 1 ~ a quen t 1on of co~petit1on , 
t hey j us t won 1 t make any mOl' tl . 'lho:r say the re 
a r e a great many J:r . P.alle in the i ndus try. 
What we have got to do is - let 1 s say 11e will 
expect - so it doesn ' t mruto a.ny di ffer ence on 
canpetition. 

As I lmder stand t he certain thing , only Ur. F~ll 
can l'llll<o the damn thing. Is that rieht? 

11ell , the re is one other co~y rl'lo l'IBkes it. 

If we figur e r oughly re are going to expe ct 
three t imes as many units of wnatover Ur . FAll 
mukes and lir. Hall s i t s ba ck and says , •r will 
be God damned 1f I am go i ng to expand !:lY plant , • 
then it is up t o u s and t he Department of Jus­
tice to have this f ellow do i t and ~:r. Thu= 
Arnold was here with his YThole s taff yesterday 
and h e will do anything that we want i f they 
don't eo operate. 

Now, I am the last person in the wot•l d to use 
t he bi g stick, but 1f Mr. Hall won't behave 
h1msel1' and says, "tiell, I am going fishi ng, 
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.. 
to hell wi th -tJa!s thins , " then .:het are v:e 
going to do about M.r . l'all? That is where 
I can be helpful to the Army and llavy and 
the airplane indus try and I wi ll go t he 
limit. I don ' t expect you to come in wi th 
the last voord , but I do want someth1ns so 
thet nhen these people go out to .i.layton for 
tllis conventi on, we can say , "All right , ·• 
e entlemen, a very quiCk survey shows this , 
that t he needs o f the llavy, Army , aircraft , 
these are the co!li))Qnies that are £01ng to 
be called upon for greatly increased pro­
duction. J;ow, ,;hat are you people goine 
to do to help the Governcont?" That is 
rou&hlJ what I want , see. I don't expect to 
have a fini shed program, but some thin~; so 
thst I can give Tell Earner something and h i s 
cro<~d that are coming here ~omethin;; to take 
out to this - t hey sent YlOI'<i their fee l ings 
were hurt because VIe had the aircraft people 
in ttonday and they r.adn 1 t boen invited in, 
so 0 . J< . , we vrill invite then t h is J.:onday , 
so I want sor.tet hing to tell them. I vrant 
sot".ethine more than I had l11ot ~:onday . 

You are not promising not to hurt their feel­
ings nlOr e than you did last l:onday? 

llo . l"lnt is verJ r oueT- l y what I want . Betr:cen 
no" and !londn-:- ' could you two centleonen ge t 
together and t;i ve me so"-"' thine nnd co..,e at 
10: 30 10nd ste.:; ,;ith ne r.hen ::r. Tell I-erner 
and his cror.d are here an~ you talk to thea 
and ceet them and I can give them n l i ttle 
tnlk and then they go out TUosday nne the7 
say, "':loll , this ia a roul!)\ i dea of what the 
Government needs . " 

Our allocations are by firma . 

By firms? 

Yea . 

That 1s what I r1nnt , by f irms . 
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Certain firma are allocated to tho Army and 
certain to the llavy and we allocate •:ithin 
the Navy to certain activities. I don't 
know whether you (Hausoman) do or not. Do 
you? 

"'?Q ,_ 

\'le don 't handle it qui to that way. or course , 
you are speaking no•: on a plan of war production, 
because you don't have that allocation system 
in effect today. 

\'loll , .:e are going to put 1t in effect. 

All i t needs is for tho Preaident to declare a 
national energency under Section 120, and then 
you can go ahead. 

I don't think i t would bo nocoeaary. I think 
we certainly can go ahead on our ~odiate 
warrants , our 1mmedia to deficiencies for our 
own plants. 

For our own plants, yea , you and I shoulctn 't 
ha vo any trru bl e . 

No•:, for industry as a whole , we have got to 
do that or .,e can't protect those ma.nufacturers. 
They can 1 t \fork any other way , because i f we 
go and t ake over the orders - we place orders 
that affect their contractual requirements 
or affect their good w111 to their regular cus ­
tomers , that isn't f air. tie havo got to set 
up sooething tha t will eive them an author1tr , 
so they have nothing to do but play ball, but 
that is 11hat they want. They are going to 
demand that. I know that from talking wi th 
thsm. I talked with them the other day for 
a bout fifte en minutes up in Cleveland and it 
is very clear that if we are to do busi ness at 
all we oug)lt to protect them. I think we will 
find very definitely Monday a demand the. t we 
do protect them. 

Now, this will have to be - i t can be set up 
if the Presi d ent invokes this part of the 
National Emergency Act or it can be sot up 
if ho appoints a Commission • 

Regraded Uclassified



H. M. Jr: 

tieR I 

t:. r~ . Jr : 

:.~e1 : 

rauscmo.n : 

H. t: . Jr: 

Eau•cltnn : 

H. t: . Jr: 

J~a.uncman : 

- 14 -

Do you (McReynolds) understand wha t they are 
talking about? 

Yes . 

o. K. I am no t familiar with it , but you know. 

'ius . 

221 

Ur . Morgenthau, may I ask one more question? I 
want to be sure I understand the thing correctl y. 
Now, this list of machine tools that you want , 
you want them - you •:ant to know ao Clal\Y lathes , 
so many - you don't care? 

llo , I want you to put your heads together by 
co~:~panies . 

By machine tool companies? 

Yes . 

I soe . 

By machine tool compan1e a. and t al k in general­
ities. I don ' t want to pin you down. You say 
to me 

1 
"Now l ook, !.lr. l!orgenthau, here 1s a 

list of compa.n1es and for t he Army and l!avy' s 
needs alone, these nrc the cacpani cs we are 
goins to make the bigsest de~ds on .• 

!low, i f you have got i t , private i ndustry 1n 
order to supply us with our needs , t hese are 
also the compani es, you see, so that when you 
get througP you give me one list and you 
could put after them one, two , three, and 
number one woul d be the onec that are going 
to have the biggest demands on them and number 
two - r ate them, if you wieh , by three or by 
fi ve, and these are the companies Tthi ch, a s 
far as we can tell under the pr esent proer am, 
plus the orders which are coming in f rom the 
Allies - this is our best guess that will 
have to either have to doubl e , triple or 
quadruple their plants . 
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tlow, that OU&ht to be simple , because when you 
say doubl e o r t riple you are not settin~ do~~ 
to how many l eth es - I don 1 t want t o ask the 
1mpossibl e . I wou l d l i ke to know whi<'h com­
panics , so I could so.y, "All richt , gentlemen , 
if you have got to tl•i ple your pr oduct i on, 
whnt the hel l ere you go inc to do about 1 t ? " 
And 1 f they ei t beck and eny, "'tie can onl y gi ve 
you wh e t we have got , • t hen we will s o.y , •o. K., 
"e "111 r,o after you. " 

I t h ink , t:r . :·or6cntho.u , they ..-111 tell yo\\ 
that thej .:111 be ... nunc to expand r.1 thin the 
lir-J. ts or the personne l lt T:ill r equire . 

7ha t ls all right . You understand ~hat 1 wo.nt . 

Yus, sir . 

llo,, , en the pe rsonnel, I Ylant yo u to hoar r.hat 
r:cRoynol d s l s do ing . 

•:ol l , wo are mer ely l1'Jll<1n c a ourvey of ava ilable 
personnel in those val'iou~ flulc!.~ . 

'lou n re doing this for tho Prcddent. 

222 

Ye o. !"il·s t , v:ith r espect to the personnel that 
will be avail able for your l1nvy "o.rd plants and 
your arserAls and your iUO facto ries end wr~t-not. 
'Fhe civilian pet•sonncl t l:al the t.ove:-runent requires . 
I have 60t a cor:T.i t~oe ~ork1n!; on thb t . I have 
~ot a l l the departments workinG on it . cnc Army 
end t;avy are "orking on lt , too . 'ih&t is a 
cocmittce hand l1n (l the r ecruitinL p rocran to 
d evelop your industry r:1 thin the - we a rc go ins 
to have to tro rk ror t he Gover'IU!Icnt , but the 
sane people that vte have fro·• L'ttployment Se r v i ce 
and Lnbor Stati stics am: what - not 01'8 the or.e s 
that ere s o1ne to ba ve tho responsibility for 
mak i ns some su r vey in connection wl th your peopl e 
wi th r es pect t o the same klnd of individuals 
that vtill !love to be used by industries. 

llow, I have broul)ilt in jus t as an cxperl.n:ent 
s ome of the off icers of - well, I took the 
exper11r.cnt f i rst o f t he Qene rol l!otors people. 
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I had three of their vice-presidents down here 
the other day and asked them of their own 
volition, so we wouldn't be damned for sending 
out a lot or questionnaires. I said, ~ou do 
it. " I told them Wbat I wanted to know and 
asked whore they expected to get their per­
sonnel. "VIall , what do you know about trained 
personnel, what is the source of it and how 
much will you need and what plan have you made , " 
and they are going to make a report to me of 
their own study within their own - whatever 
plans they have in that company. I t hink pro­
bably we can eet some help by calling in the 
management of these fellows from thooe various 
companies and let them uoe vthatever ingenuity 
they can about the recruiting of personnel and 
it will give us a little hold-out. 

liba t they did 1n thia Allison p lant with respect 
to machine tools was very interesting. '!hey 
aro not producine them, but that isn't because 
they have not got machine tools . Tbay asked 
the meehinc tool people when they expanded 
that plant how long it would take them to equip 
them and then they said a year. They sai d , "ile 
will give you 60 days ; otherwise, r.e will mak e 
them ourselves, " and they got th""' in 60 days. 
And they would. '!hey are doing some of it. 
'l'hey have turned ovt<r some of the stuff to the 
Cadillac plant and there are a lot of possi­
bilities - well , you mentioned it yourself a 
while ago with respect to the - cutting down 
the details of work that would have to be made 
by the maximUIII skills and allocating it soce 
place else. 

There are a lot of poseibilities in that field 
and what I am trying to do is merely tie in 
th is survey of available persornel so that 
they can • t fool us on what there is and - also 
eo that we won't be running competition between 
recruiting for our Governcent plants and the 
industry - necessary industries recruiting for 
themselves , not get i nto a competitive situation. 
\'le are trying to cover tho field as beat we can, 
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I make it my principal job to koop our boys 
off of each other' s necks and keep them du~li­
cating and not stop anybody frorn getting in­
fonna tion that t hey are now do il'l8 • 

Of oourse, that i s going to depend - part of 
it is going to depend on your a llocati ons to 
the industr y . 

Oh, yes . '::e have got to find out whnt the 
capacity is 1n the~e various different indus­
trios. Now, today the boys are r;oing into this 
machine tool thing with respect to the plants 
that now are workinG on three shif ts , those 
that are work~g on two, and those who are work­
ing on one and don't ..-ant to ><ork on but one , 
what the plant ' s capacity is if the personnel 
were available to increase t heir production up 
to t heir maximum --

~:a c , do you think I made my roqueot too general 
to these peopl e ? 

22~ 

l!o , I don ' t . I think the thing you need to !< now 
to talk to the machine boyo is merely ho" much 
rolnt ivoly they ~t increaoo their production 
in order to meet the prosram that you T~ant t o 
put 1-n . 

~at is right, but if I may be permitted to say 
so, it seens to ne, just knowinc the nacr~e 
tool cro10d and J.:r, Bomer and knowing so"'lO of 
the cOMpani-es, what .. ould be the best th1ng to 
present to them is not by the load tt~t is 
placed on mdi vidual conpanica , what we "ant, 
but how many lathes do we want , so as to give 
them the problem of saying that we will get 
so many lattes fro~ American Tool and so many 
from LeBl ond and so IUIUlY f rom Lodge and Shipl ey. 
I moan, l ot them study thO problem and alloclite 
the number of - -

Suppo:sing you do it both ways , Ylill you? Can 
you do it both ways? 

\'lell, I can try to . 
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Do it by compani es , anyv:o.y , beco.use it doesn ' t 
do me o. bi t of 8ood to (;o to Thurman Arnold 
o.nd say, 11 I n eed a thousand lo.thes and I co.n 
only get tTto hundred. " !io cotnos righ t back 
o.nd says , "m:u>t canpan i es? " 

As I said, there is IVhoro t he 1'1!1Ch1no tool 
builders shou l d co"'e in o.nd 110.y 1 "7:ell , ey 
opinion is you shoul d o~and Anerican Tool, 
LeBl ond, Lodg e o.nd Shi pley. " 

.. ell, .,ive i t to :ne the way I asked :;ou. 

vee , sir. 

Ano then be prep&:red to do the othe r t h ing, 
too , if you co.n . ~at i s fo.i r , i nn ' t it! 

Oh y~s , s ir . 

I moo.n , do it both \lays so if t hey come bo.ek 
and say , "Al l rl(;ht , Major , how many machine 
l a theS do yoU ";ant? " YOU hO.VO COt t he anSYIOl', 
but l et r.1e do it my way , be co. use I wan t t o 
hn ve them - let the"' know thn t I co.n co.l l them 
by nar.to o.nd then i f thoy s ay, 11\ioll , all r i ght , 
.;e t do'm to busines s , boys , llo\1 much does t h at 
moo.n in ter:"-B of tr. is an•l that ard the other , " 
and then if you hs. ve the a n owe r , swell. 

;:ell , :;our philosophy wi th respect to your :;>ro­
poso.l there i s t he se=e as mine when ! call ed 
these vice- presiden ts in anC. said, "t.r..nt will 
you do?" 

Yes , sir, you gave me s~e of the thoucht on 
that . 

You are j ust as much American as I o.m. You 
ought t o have the same nmount of interest I 
ho.v e in seei n g t h i s job done . 1',1wt Yrill you 
do and let me knOVI in deto.i l who.t i t i s . 

Don ' t misund e r stand me . So far , I have 
nobody re fUse to cooporate , nobody , but 
would like to have two s1x shooters ~~d 

had 
I 
I 
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~<auld l ike to have them landed tor bear in 
CI<DG I need them so I nm not just bluffinG, 
but nobod;r !tes t tu·nod mo dorm yet. 

','/ell , l!r . !:or g enthllu , the other day I talked 
with l:r . ~cntschler and I eat hold of h im 
ha l f an hour after I got the order f r on the 
Pre3ident and he told me he had three mi llion -
eit;ht h W1Cl red thouscnd dollars >:orth Of s tuff 
for Japan and ~ssia and I didn ' t even k now 
how t:n1ch !:IOnO:T t'•e Navy had or could £et an:! 
I juat s1coly said to hol d it and I said I 
d ir\n 1 t f~nOW hOt'f th is Tlft!J t.oin, - to be f i nanced, 
: d idn ' t k.~ow whether l t r ou l d be a defi c iency 
bill o r whe t her we woul d ret so~o !:lOney autnor­
hed fr<l'"l 0onaress, or .:hat it •·as all abou t , 
~ut I was coin:_ t o ce t tho money and I woul d 
buy u.ll that equi pmen t nnd \70 t nlked about 
it. He Gave c e a list of it, and so forth . 
In hal f an hou!' he cal l ed no up and said, "Are 
you 60in(l to have any trou b l e t'l.nnncing tha t ?" 
aml I said, "No , I don ' t thinl< so . If the 
Pr oo i dent orders it , I know I nm not . I don't 
Y. now how i t wi l l be . " !!o ao.id , "Don ' t think 
o f f innnclng. If necoasnry , I will give 1 t 
to you. ;;etter still, I will ront it to you 
!'o1· a aoll a r a ;rear. " 

You are gettinc that . 

;n,ich 3cn tsc.'ll er r.as t'lat Y 

1 rod . 

·.:ell , Gordon is the follow that came to see !'16 

t h r ee mon ths ne:o and cried , bore inc mo to t ake 
this stuff off an d I put 1 t up to your people 
and they turned me do·:m cold . 

·.loll o f com•se t hooe pnrtic\llnr l o thes are 
no £~Od f or anybody h ilt. Or,\1nanoo . I couldn ' t 
interest the Ordinance poop l e in them and 
! don I t \mOW \lho t her tho Ord1nnnoe is caing 
to take them now or no t , bu t if they don 

1 
t , 

I v1ll i f ! ha ve to s tick thol:l out in a 
COl'llf i e ld, 
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I will aee you at lOaJO, Konday, and get 
together before, will you? 

Thank you ve~ much. 
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lfl>a'ber of .Al.rplaDeo Or4ere4 'b;r the Bri t1 oh and 
lrllleh Qoye,..nto fro• ICq 16 ~o llq 22, 19lto, 
Olaedt1e4 'b;r llanufactW'er a~~d 'b;r !;rpe of Pla!le 

Glenn L. Martin Co. 

llarUn lS7 reco!IDAi saance 'bo11'ber ~SO -
Do\JI:lao .A1 rcraft 

BoeiDC JJ.rplane Co. 

DB7ll 'bo11'ber 

Lockheed JJ.r craft Corp. 

PJS punult 800 -
To\&1 All Coapt•••• 
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-ber of .U~• D.l1tne4 \o \be lrlUeh u4 
heDCh ao.. ...... ah froa Mq 16 to lla;r 22, 1gllo, 
01a .. lfie4 b7 llan!acWl'el' &4 b7 '17Pe of Plau 

01e11.11 L . NartiA eo. 

1671' 2-eDCiM boaber 

llor\h .t.Mrlcaa .lnaUon 

lU64 bt.elc \ralAer 

llou&l•• .Urcraf\ 

Loc:i<bee4 .U..Craf\ Corp. 

lll.ll Z,.aJICiu recollll&l .. aace boaber 

to \al. All 0 , •• , •• 

12 -

12 -
10 -

2 -

!re&IIU'J ~at, Dirtalon of S.search u4 8\a\lsUos. 
llq 2}. lgllo • 
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lll;uober of Airplane ~1n01 Ordered b7 tbo Bri U ab alld 
i'ronch Oon~nh from Mq 16 t o ~ 22, 19llo, 
Clau1f1ed b7 ~!anufacturer and b7 typo of Engine 

'i r1S)lt .UrcnauUcal Corp. 

OR26oo (1700 b . p . ) 

.IJ.lhOil 

Vl710-Cl5 (Silo b. J>. ) 

Vl7lO-E4 (Silo h . p . ) 

Vl7lO-l'JR (silo h. p . l 

Total Allhon 

Total All Companies 

Source: J.n&l<>-french Pur<:hasia& Board. 

2 ,288 
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.. ber ot .il~ a.,1ul Del1nro4 \0 the lrUioll 
u4 l'rocll Clcw-\o ho• llq 16 \o llq 22, 1~. 
Olalo1f114 117 llualtactvor u4 b7 ~ of lllclu 

Pra\\ .. 1lb1 tDq 

11.955- IIJIIo ( 825 h.p.) 

llSJO-SOJO (1050 h.p. ) 

1111)0-IJolio (1200 h.p.) 

1111JO-Sl01~ (1200 h.p.) 

'l'!o\al Pra\\ .. 11b1\ao7 

lfrisht .Yro-Uoal Corp. 

GIII.S20-~02.l (1200 h. P• ) 

GIII.S20-CI2051 (1200 h.p.) 

Clll26oo (1700 h.p.) 

24 

5 

9 

lj 

33 

'f!o \al .uJ. 0 j n I I 1 .!2. 

• 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATC ICq 2} , 19110 

To> Soorotory llorgOiltbaa 

,ROM Dr. V.ea4 

~bJoet : Oon!eren"• a! S.crotar:r llorgenthau, Mr. Sloan, 11114 G, J , 11ea4 

illo question of Allioon production wu cUoauued, and llr, Sloan atatad 

that he felt that Allison hll4 done a ruarl<ab}7 fino Job 1D cotUoc the 

oev plont in production 1A aueh a ahort period, .lt pre10nt thora ..,.. little 

or no production, aa the:y wora ODI!8I!Od in teyloc out tho toolo and inotruct-

1116 two add1tlolll11 ahifh ot man. Mr. Slo"" otated that tho ohi peonta would 

hon c~t UP and oxeoadad the co.Ut...,to to our Govo...-t by Septubu; 

f\lrthon.tore, t!>at the plant would be oporatloc at C$1>&C1t:y in llaTolllbor, at 

>Chich tloe he o t atod the output would be 400 I D61noo per month, 

So,., or tho dalq wao aUr l b11tad to ~~ 1A daoli:», the oeeooolt7 

for building rlpt and left hand angi.Aoo, tho changes oeceuar:r tor the :Sell 

Plchter, and the ditforooce botwooo Allied and Aoerlean re~ulromenta. 

Mr, E-vans hao b oon :Put In charge of the Allloon plant , tdlile Nr. Deyotatt 1o 

roope:tolbl o for the parte b oll>jl 18Dufaeblrad at Cadillac. .lt 7.011r ~otioo 

V.r, Sloan agraad that he would moot ,. at lndia.IIAj)ollo 1A two wooko ' tiM, 

Mr, SloM raload tho quootlon ot ..t>other tho General Motoro Corporation 

ohould put 50 • 1ll1on dollar• i.Ato a plant In Ollllada to build larco Briotol 

&lrcrah eD;!i,., 1 tor tho Brltioh, l!o otatad ho had been qproached b7 

Mr. Ped4en Md had been requootod to g1 ... "" i.....Uato ..,.,... l!h board hilA 

~34 
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.,tl1Drht4 hl.a to _.,e U.. 4eo1e1•, balled. .,. .,_ abloe. Tou \1114 llr, 11-

lhat 7011 feU lt 'llllwiee \a ctn hl.a a Uf1AUe 4eoh1oA for a fw '-''• ....,t 

lA en¥ nut \he pleAt oboul4 'be lndlt 1A \he tllt.Ue4 1\aho, ..,, 1A o....aa. 
It ,... pobtel out to llr. llo.,. \hat \he .,..tu 111 queaUoa ao f• ao ,.. 

mew ,... ..,, a pronn t7]>e. H ""' 1AU•te4 \hat ,.. raq Aee4 \he aUre 

proi!w:UOI> oopacltT of \1111 ccnmtrT 011r11lno OZI4 that 'lllltU a nrftT haa 

beOll rado of OV.J' Aee4o ,.. f•l lt 1110ot unwioo for O...uel !IotAn to .-. OAT 

coait~~e:>t, to .tllch llr. llou aueeA. 

D1ctoto4 't>7 Dr. MNA, 1nd 
... , .,...., ..,. h1a. 
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C0117llllli!UL 

~ 23, 1940 

t o : 'i'bo Secro\ 111')' 

rrom: Mr. TOW>g 

On IIJI,1 21st, Goaeral Brott to!Dcl. with .., on tho 
telephone concern1J>« th.o machine tool o1tuat1on. On tho 
•~• dJIT, he aloo tallcocl. with Lt. lie~. wo gATe :rou 
a vr1tten note co•or1ng the aaae metter. 

It """ Gell6r al Brott' o ~oot1on tb&\ a coorcl.i­
""'tor !or tho ::echine tool iJ>cl.uo\1')' woo necoo oar7. X. 
::entlonod the -• ot Mr. 3a\t , S.l.r., ancl. Mr. Pratt, 
!or11.0rl7 with General •tot oro. 

In acl.cl.it lon, Oonerol Brett oaicl. he hac!. hoarcl. t hroe 
complaints !roD airplane engine DanU!acturore , otatiat 
that aochlne toole vera being ohippocl. at htgh prices to 
J e;>an ancl. !luoola. General Brott uncl.arotood theoo engine 
canutactarora to oa7 th~<t tb& """" tools conld be uood 
ln tho IIIOU>U!'act=• ot plano ouglneo. 

Ao & ca\t er ot !act , llr , Toot, Actin& Chle! ot t ho 
DlYlolon ot Controls ln tho aboenco ot Joe Green, tole!. 
Cle laot week tb&t Mehlno toola nre bolng ohippacl. to 
!uoolo &D4 Jeoan, but th&t thooo tools waro not tho t7P• 
or tho Jclnd ..iuch conlcl. bo uoocl. b7 plco engine tactorl ... 
General Brott doubtecl. tbe .alldlt7 at theoo compla1Dta. 

~· 

23G 
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• 

ll&Y 2~ , 1940 

General Brett called and aaid some sort of a 

coor~nator would seem adv1aable for machine tools -

possi bl y Mr . Batt (SKF) or !~. Pratt former ly with 

General ltot or s . 

Also yes terday s ome coe?l a1nt developed a bout 

ahip~nta or machine tools t o Ruaaia and Japan . 

17111 you t a lk with h imt 
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11&7 23, 1940 

41 30 P·"' · 

SX,Jr called Captain O.llo«han, the Prooldent'a J&~l 
Aide, at 4130 p.m., and the toll o• ln« I a SX,Jr'a aide or 
the CODTertatlODI 

1 aa alhe. 

1 .. call!JI« JOU In ,.our capac l\7 aa the Preoldont' a 
Maul Aide, Proaldent 01l110ro ot t he Pac:Jta.l'4 lllcloo Co­
cue In t o eee .. a 'bout hh en,t:lne . Be baa a 1200 b.p. 
ODf;II>O . 1 t old biiO to keop bh alllrt on 'bocauu 1 ... 
work&~ on the • hole en«1De J) l c ture, but be went o••r )0 
aae :ldhon , thrc~h the 'back atalra , and 1 Wldoro tan4 that 
141ton proaltt4 h1a a 4eYelopeent contract whi ch may run 
between $1,000 , 000 and $1, 600, 000 · That Ia not playiDg 
ball. We will not 'be ready tor a week on thla •atlne 
pic t ure and we do not want Packard t o r e t an7 apoclal treat-
IOent. I would like to ban the Praoldont know thla and 
that be ahould tell the Ia.., not to do ou>ytbln,t: on new air­
craft ordora uleao they a re cleared o1 thor tbrcU«b tbo 
Pf'l&ldt nt, 70\l or • •· 1t ca..nnot tell the other -..a.uta.c-
turora that there are no ordaro until • • ban t!J>iabod 
our a tudy aDd then l ot Pacllard ~t opoclal t r eataent . 

I will keep you potted on what • • are dolO« • • 

..'d 
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239 
TREASURY DEPARTMENT 

INTER..OFI'lCE COMMUNICATION 

OATK 

TO SoCX'et&r7 llorg021tbau 

"""' :g. s. r ou,, h . 

Tbo COUDCU of Kati oaa1 o.r ... o ae oetebllabecl in 1916 b7 

on Act of <:oq:reso. 'lho IIUbera ot the Council aro the Secretary of 

liar, the Secretary ot tho 1161')', the Soeretary or tho Int.,.ior, the 

Secretory of Acriculturo, tho Secretary or c-.. .. , &D4 the Secret&rJ 

or Laber. In &ll. probob1l1t7 legiolotion wou.ld be required to ad4 

&ddit1oaa1 ropnoaent&tioa to t.hia Council. 

However, I wiah to call JOilr attenti on to a power which would 

enable the Presid"'t •to appoint a Boo.nl of llobill.s&tioa ot Ihdllltrioo 

!asential tor 111l1t&r7 Proparednoaa, • 'l'hio authority was &ivon to the 

Preeidont in 1une 1916. So far ao I havo been able to learn, tho alltborit7 

baa neYer boon uaroiHd. '1'h1l power wou.ld •- to &in tbo !'residant the 

olaoticitr inaotar u •llbcrship is concerned which the po ... ra roletin& 

to tho Counoll ot ktioaa1 Dofanoo WOill4 not pendt. 

It is inter .. tiDC t o note thst !a:ocutin Ordor ~166 appoaro to 

have tranoferred h-011 the CounoJ.l of Natioaal. Defenoo to the l'roc1.1lo 1 \ 

Division of the f'reo.ury DopartMnt all tunc:tiou in oonnoctioo with policioo 

&nd aethodo of procur_,t ot oqllipao.nt , otoreo and ouppl1ea, 

In t ho eYont JCU abould. decide to roc-.! tbet tho Preoidaot 

utllbo this power, I oboul4 11.1ca to h&To an opportunit)' to CO onr tbo 

• ttar with tho Attornor Qenaral boforo JCU opoel< to the Prooidnt. 

f.,l.t-/. . 

Regraded Uclassified



TREASURY DEPARTMENT 
WASHINGTON. 0 . C. 

cntc&Of'THICHIP 
ua.au:...,~ 

lle11orandum for the Secretary 

n- Chief, Secret Service 

!lay 2J, 1940 

J have just been advised by S:l;>ervisine Agent Starling 
that at 2:00 A.ll. this otorn!nt Y"" advised the s'lli tcbboard 
operator at the 'lhite House that )IO'Jr t&lephone rang and 
that as your telephor.e had not been rung by tho operator 
at the 'llhite !!oust> he so advised Y""• 

At 2:28 A.l!. the President, rro., his bedroom, said his 
telephona had run& but the White House •witchboard operators 
on duty (Abbott and ltJrley) had not called his room. 

At 4:JO A. l.l. the teleohone in the usher ' s office rang. 
The s witchboard operators did not ring it. 

The matter """ reoorted to the telemone cOilpany a t 
8:00 A. II., and they sent two telephone trouble DIIChanics to 
!.'Ia 'llhi te House to try to loca to tho trouble . 

At U:OO A.l!. S.pervisine Agent StArlin£ cotified .. 
reyarding the aatter and I called upon l!r. Kelly, 11ire 
technician tor the alcohol TU Unit, to imedia tely a tt.ellpt 
to locate the cause Of the wire diot.urbence and ha

7
YO it COI"-

rected. w 
<f?J. 

v 
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F. '.Jr: 

OJ!ere.tor: 

H.,' .Jr: 

0 : 

'I. " . J r: 

Tel 
Berna: 

!!. 'l . Jr: 

B: 

" .l!.Jr: 

B: 

B: 

B: 

s : 

H. !!.Jr: 

B: 

H. M.Jr: 

B· 

Hello. 

Mr. Berna 1n Cb1eago. 

Thank you. 

Go ahead. 

Hello . 

Mar 23 , 194o 
10: 09 a.m. 

Good morning, Mr. Morgenthe.u. 

Row are you? 

Ver:r well , thank :rou, s1r. 

2~1 

Mr. Berne., the President asked roe to get t oge ther 
with the msohine tool induetr:r and t alk over with 
tbem both the aviation probleo and the whole 
problem from the standpoint or t he government. 

Yes , sir. 

Now, can :rou get your gang together' 

We 're going to have our spring nee ting next Tueeda:r. 

Yeah. 
Unfortunatel:r , that will make Wednesda:r the earliest 
poes1ble date. 

Oh, no , no. I want to eee them MondaJ. Where e.re· 
you going t o meet? 

In Cleveland. 
Well , le t them oome via -- Cleveland via Vaehington. 

(Laughe) 

I don' t went all ••• ••• 

••••••• of t he Comni ttee, Mr. Burke, bJ 
long distanoe phone immedietel:r; Vr. Stilwell il 
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B: 

•• • • r .Jr: 

B: 

~ - .. . Jr: 

3: 

·· · '-' . Jr: 

.. • .. . Jr : 

E: 

.. . , . . Jr : 

·· . u .Jr: 

u .u.Jr: 

g: 

B: 

" ." .Jr: 

212 

- 2 -

still on t~e Commi ttee but he doesn' t haonen to be 
Chairman now; and I ' l l t r y to arran~e t hat . What 
t1roe in Wash ington do you' wa.nt us? ~/hat t1me on 
Honday1 

11: 00 o ' cl ock "onllay. 

11: 00 a . m. l·~ond&y . 

Yes . 

All right , sir. Now, I ' ll reoort b&ck t o you by 
telegr&m definitely th&t th&t' e been done . 

Well , ! consider it done. 

The.nk you , sir. 

You fe l l ows cen go to Cleveland Tuesday, end you'll 
know more about wha t the Government wants . 

All ri~ht , sir . 

Seriously . 

Yes , sir. ll: CO a . T'I . "~nday . 

11: 00 a .m. "onday , &nd you -- you send me a telegrao 
who all 1s go i ng to be her e . 

I ' ll - I 1 a to wire you vto 1a to be here . 

What ' s t.".a t? 

D1d you ask ~e .••.•• 

li1re me who is going t o come and keep 1 t doW!l , 1r 
you cen, t o a h&lf a do~en. 

Yes, sir. 

1'1111 you? 

Yes , e1r . 
You don ' t __ you don 't have to have more then helr 
& do~en , do you? 
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s: 

g: 

9 : 

- 3 -

No , air. No, t here ' s juat about a half a dozen 
on thl't ooml!llttee. 

Well, I mean , 1f 1t 1 a seven I wouldn ' t klok. 

(Lau~a) Well, we ' ll hold 1t down. 

All r i ght . 

Thank you, s1r. 

Thank you. 

Goodbve. 

213 
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Robert 
"1nckley: 

H.·' . Jr: 

!{ : 

!-f . t· .Jr: 

'1 : 

? .''.Jr: 

t: : 

" : 

': . . . . Jr: 

~ = 

': . · ·. Jr : 

u . ·~ .Jr : 

~ : 

'l . I~ . . Jr: 

-.: ... . Jr: 

Hello , Mr. SeoretRry. 

Hello , Bob. 

May 23, 191!o 
3:35 p .... 

I 've had Capta in Jaeouin , 1e 1t, 1n here. 

The Frenchman. 

Yee.h . 

Colonel. 

Colonel. ~:ell .••.• • 

Got prol!lOted. 

All right. 

0 , K. 

l'le're going along with bim to ge t eone informati on 
on priva te nlanes thnt he wan ts . 

Good. 

Yesterday ! saw Purvis 1n your office. Re sai d 
t hey mi~ht be i nterested 1n t~e D.C. } 'a tr~t 
t he a 1rl1nes have on or der. 

Yeah. 

Well , tbev -- if th e:v e r e goln"' t o be interested 
t hey should Mke up their ninde on t hl\ t and ,;e 
should start to wor'< on it, beoe.use thet 1 a going 
t o be a dif ficult and t ouohv proble~ . 

Well , t hey ere interested. They gave ~e a ror~e.l 
reques t they ' d like t o buy the~ . 

They di d? 
Yeah , 33 of them I think, or someth ing llke t hat . 

Well, we' d better st9rt to work on it. 

Yeah , the y' d l lke t o buy the~ 1! they could get 
them. 
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H: 

H.!I . Jr: 

H: 

H.!l. Jr: 

!! : 

u. ". Jr: 

!1 : 

u ,, r ... . .. . . . . \,; . . 
H: 

P. .V. Jr: 

H: 

H. t.! .Jr: 

H: 

~ . l~ .Jr: 

E: 

H . l~ . Jr: 

ll: 

H.V. .Jr: 

H: 

• 

- 2-

Uh-hUh. 

They'd like to have them right away, or course. 
Will you work on it' 

': .o\S .. . 

Yeah, I tell you whet I would like to do. I would 
like to get Colonel Gorrell , who ia the ohairmen 
-- president or their transport associati on, in to 
see you on that . 

See who' 

See you. 

0. X. Anytime you aay you bring h1m over. Just 
give me a day ' s not ice . 

He has headquarters in -- headquart ers in Ch1eego 
but I t hi nk I could have him here tomorrow. 

Well , have your secretar y cell Lieutenant l!eley, 
you knotr -- my o!t1ce. 

Yeah. 

And fix the appointment, and we'll do it toget her. 

Now, I -- on the development or this plastic plane 
t or training, I t hink Mill iken oould be given an 
essignnent on t hat end turned loose. 

All right, now let me just -- may I cheek that 
with Meed? 

Sure . 

Just to make ... ... 
Oh, by ell means. 

leap my own office •••• •• 

Oh, by all mee~s , because I - - I t hought that wh1le 
t hat is under H1111ksn 1 s line es engines are in 
Meed ' s line. 

Now, }!illiken -- you mean !!1ll1kan or Cel1torn1a. 

or Cal Tech, yes, sir. 
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F. : 

H: 

':.: . . , . Jr: 

F. : 

" . 't . Jr : 

!l : 

u- . ' ' . Jr : 

H: 

~., .Jr: 

!-! . '!. Jr: 

H: 

'-~ : 

l! : 

- 3 -

I'll eee hlm before he leaves . 

Yea , I think t hat'd be -- I t hink thAt 's goi ng to 
be pret ty i mportan t because , 1! these ueo~le take 
all our light planes out ot here , it ' s- cert a inly 
going to crimp us on a p1lct-tra1ning program. 

And turn - - turn hi m loose on plastic planes . 

Yeah. 

Ri llht. 

246 

I had a -- word !rom 'lev York today that suggests 
that ve don ' t try to build auoh good mo tors as the 
British are requi ring or us , tha t we cut down the 
quality and increase the output. I suppose that's 
been explored, hasn't itt 

Well , I tell you when l'ead -- Head ic going to 
explore that . He's going to be a t Allison Saturday. 

Yeah . 

He • a-- tomor row he ' s at Dnyton . 

Yeah. 

And he's got that in mind. Sloan was her e tor an 
hour end a halt thia 'IIOrning, and be's going to 
apend Saturday a t Allison and he's got that in 
mind. 

I see. 

Seet 

Well , that ' s tine. That's all I have on my list 
t oday, sir. 

Thank you , and I can ' t tell you how much I ap­
preciate th18 fel low l~ead. He ' a a wonder! 

Yes, he 1e. 

He • a s i mply a wonder ! 

Yeah. Well, I ' m certainly happy we ' ve got hlm. 

Thank you. 

Thank you, Mr. Secretary. 
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!! . H.Jr: 

Geor ote 
V.eacl.: 

t." . '" .Jr: 

... 
>; . , •• Jr: 

" . 

Y. .".Jr: 

H. ''.Jr: 

H.''.Jr: 

!'. 

!! : 

R. !! .Jr: 

1': 

H.!!.Jr: 

" : 

!!.!! .Jr: 

l·lead? 

Yes . 

~!orgenthau . 

Yes, sir . 

May 23, 194o 
3:38 p. n. 

Z17 

Bob Hinckley Just called, a nd he eaid he'd be 
deli ghted if you would turn Y. i llikan or Califor nia 
Tech loose on that ~lastic ~lane business. 

All right . 

I t hink if I could have a lit t le memo on tr~t th i ng 
aleo before you go to show t he President, see ..... • 

On t he plastic ~lanes? 

Well, its Just that we've got this group -- Just eo 
I can show them we are do i ng somet hing -- I mean, 
we've got this t or the plan or the need t or Just 
a one-page memorandum as to the need, you see . 

Oh, yes. Well, I have all this story together 
bu t I haven't any descriptive memoranduo Whi ch I 
could try and get out. 

Do you think that you could do t hat before five 
or when you l eave? I e the re a train at five? 

Well, I'll get Johnston t o do it it I can't. 

Get Johnston t o do it. 

Yeah. I will. 

I ' ll see you 1n a lit tle while. 

All right . I ' ve got two or three things before I 
go that I'd like to talk to you about. 

I'll see you 1n about twenty minutes or half an 
hour. 

All right. 

Thank you. 
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Hello, Mr. Secretary, thiB il Lev1a Compton. 

Talking Morgenthau. 

How are you today, air' 

I'm t ine . 

Mr. Morgenthau, we Jult had a telephone oall trom 
Callahan· .•.•• 

Yeah. 
.••. • • atattng that the Praaident made some inquiries 
about thiB Packard situation. 

Yeah. 
I wanted t o gi•e you the tull and complete etory 
about it , ~!r. Secretary, if I may. I t rlll Just 
take a moment to tell you about tt. 

Surely. I have lots of time. 

Mr. Gilmer, t he president of Paoltar<l Motor Car 
Company, requested an appointment wtth Mr. Ed1aon, 
which wee granted, and he mot Mr. Edison at eleven 
o 'clock 1n the morning . 

Yeah. 
G1lmer had two propoeit10nl t o DU~~te. one vaa that 
he 1& nov producing t heBe h1gb-apeed, water-cooled 
gasoline engines t or our Scott-Payne mot or torpedo 
boats, you eee. 

Yeah· 
He ea1d that they are about 75~ o. !C. tor aero­
nautical work. It would require some additional 
roeearch and development work to make them eo that 
they would be absolutely useable in aircraft, 10 
that bl& converaaticn took two phaeea. The ftrat 
phaae of 1t vas -- t heY request that Y.r. Edison 
consider g1Tlng Packard a deTelopment contract 
Where they manufacture one, or two, or tnree --
not more than three ••..•• 
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Yeah. 

,. ~s 
/ . 

• . . .. • engines under a development contract. we 
have numbers or those out. tle•ve even got two or 
t hree out on Diesels t or a irorart, ror instance. 

Yeah, 

The second phase of his conversation concerned 
the possibility or Packard getti ng a license to 
manuf acture engines already ap~roved, such as 
Alli son or Curtiss Wright or any o f t hose nanes. 

Yeah . 

l!r. Edison listened and made no oo=i t :oent what­
ever, o r course, and told Gi l:oer t hat he would 
consi der both proposi t i ons and consult wit h him 
further at some ruture date . At noon or twelve­
thirty, Y.r. Edison asked me t o go t o lunch with 
h i m, and I went with Mr. Ed18on and Admir al 1\:ing, 
of the General Board of the Navy, and Captain Dale, 
a nd l·!r . Edison ' s aide. !r . Edison told me or this 
conversation with Gilmer. I immedi ately recommended 
to l·!r. Edi son t hat th1B t hing, as rar as the develop­
ment contract was concerned, was something t o con­
Bi der with t he t eehnio1ens 1n the Bureau or Aero­
nautics, and that Admiral King could run with the 
ball for xr. Edison but he should check in wit h 
Admiral Towers because it's Bureau o f Aeronautics 
money. 

Yeah. 

Then I sa1d t he other ohaee or it -- th1s l icens­
ing business -- 1S a mat ter now being handled by 
llr. ::orgenthau, t he Secretary ot the Treasury, end 
in order to let the lett hand know what the right 
hand 18 doi ng and have no contusion in this t h ing , 
Admiral King should immediately check i n with 
Captain Kraus, who is the Navy' s l i aison with 
Treasury. 

That's r ight. 

so Admiral King go t in t ouch with Kraus, had a 
neettng with hi m yes t erday af ternoon, at which 
meeting it vas deoided,and Admiral King so 
recomme nded t o 1:r. Ed1llon t h18 mor ning , that the 
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~evelo,~ent thing be dro~ned -- di vorced entirely 
rom t hi s other t hing -- and rece ive consi deration 
~long with an)'thing elee from your end or i t. 
You ace1 

\•/ell , tha t I S fine , 

Then the develo~ment oontr~ct -- they haven 't 
even dec i ded on thet yet -- Admiral Xing and 
!'r. Edison are ln conference right now ...••• 

Well, look ...• • • 

•.••.• weighing t he -- whether or not t o go 
ahead ut th t he develo~"1ent . \•le do >Jent a water­
cooled en~ine develo~~ent. 

Well, could I ask you to do this , and lf you wan t 
1t d i rect from the Pl'eG ,tdent, I ' ll ask hio to give 
i t dir ect. I need four or five da ys oore on this 
engine picture, see? 

Yeah . 

And then, I hope by Tueoday or ~ledneoday or next 
>~eek, I '11 want t o s1 t do>rn w1 t h the Arllll' e.nd Ne.vy , 
a nd t hen t<l th the President, and t r)l t o get a sort 
of a standardited t hing on engines ror Amy e nd 
Navy and t he Allies . Because the way t he thing 
is now, it's just ooolt-cyed and we ' ll nevel' t et 
production. Now PMkard d1dn 1 t play fair l 'ri th :~e . 
He asl'.ed ne what the s1tunt1on \las . !'e sa!d, 'All 
I l<ant to know 18 develoo-:nent serious. • I sa!d, 
we 're daon serious . I a~1d there's nothing for 
! our or !1ve dnys , but >Je 111 let you know. !low he 
was around here trying t o get one or t hese licenses. 

Yeah, >re • ve shunted hin off rro"' the ~/hi te House -­
he got no encour a•enent here --we've sent hi o 
right back t o Treasury. 

Well, 1! t he manutaotur er can plaY t he Navy orr 
against the Treasury -- t he Treasury against t he 
Army, we ' r e not going to get anywhere . 

Well we', ... refUsed to do that. You see? J:n t his 
case: we sent him -- on the l icense t hing -- we sent 
h1m right back t o Treasury -- wouldn ' t even t e.llt to 
him about i t . 
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I think what I' n better no so that there cP~ be no 
misunderstanding certain ly as far as I am concerned, 
I am going to ask the President tomorrow if he 
wants 1t -- that we're sort of at a standstill 
for four or five days, which i sn't ver y much when 
you consider t he mesa t hat we•re in. 

Well, that's all r ight -- entir ely all right with 
us. 

And then, attar we know Where we are on the license 
t hing -- Whet her we want to give Packard a license 
or Whether we don 1 t, I mean, before 1 !lake any 
recomoendationa t o the Pres i dent , I'll clear it 
with Amy and Navy f irst. See? 

llell, t hat' s fine. 

But, it we could just sort of stand still tor 
tour or five days, and f ind out wher e we're at 
put all our cards on the t able together -- it 
would make it lots easier for me. It ' s hard 
enough as it is. 

Well, I wanted you t o know that t he appointment 
wi t h Packard was initiated by Packard. In ot her 
wor<l& • ••• •• 

•••••• well, he stood on ay door step t or twenty­
tour hours and finally I had him come in and I 
sa id won't you come back in a week because we 
haven't got anything, and t hen he runs over t here , 
which ••••.• 

• . •••• well, t~At di dn't avail him anything as tar 
as t he production of t he licensing goes because we 
just simply didn't t alk t o him about it. We gave 
him no encour agement . Now on the devalopoent con­
tract, of course, t hat 's somet hing else. That has 
noth ing to do with produc tion anyway. 

No , but it ' s just if t he President Should decide 
Where he's going t o put t he develo90ent money, aee 
I mean, I ' ve tried t o give to him the Whole pict ure 
on the engine thing in t he United Sta tes, and When 
he's got it, well, he's going t o be ae sick as I 

am. 
Well, it' s not too good, I know. 
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But • ...•• 

..•... well, i:t' you hear anything , ¥.!'. Uorgenthau, 
any rumors, or anybody says an~hing , i:t' you' ll 
just give me a buzz on t he phone here, and i:t' I 
haven ' t got the answer I ' ll ge t i t t or you 1n a 
hurry. 

Thank you very much. 

The lowdown 1s that t he word got t o Callahan 
so~e how or other that we had a contract with 
Packard, or had proa1sed a contract to Packard 
to produce air? lane engines . Well, t hat j ust 
1en• t t rue . And tha t not only i sn't true, but 
we never even thought or doing it, and ~Y first 
reco=ende.t1on to ::r. £d1eon, \lhich he follo,..ed 
i mned1ately, was to ge t Kraus i n t he picture 
right away so that there would be a t i e-in with 
your effort there a.nd would be no contusion. 

Thank you so much for clll l1ng. 

All right, s i r. 

Thank you. 

Good-bye. 
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STRICTLY CONFIDENTIAL 
TREASU RY DEPARTMENT 

I NTER.OFFlCE COMMUN ICATION 

OAT I l!a.Y 23, l9l!o 

TO Secre tnry l!or .. ntbau 

rRoM Mr. Cochru 

l!r. Loroy-lleaul1eu, J'lnancial Counselor o! t hAI ll'~enoh i:cbauy telenhonecl 
=• th1o noon t rot2 t;ev York. He had reee1voc1 a cabltcr&:~ f roo hie Govt!rn~ent 
to the ertect that thl eableua<> which hn4 boon unt t o Lero:;- :SeOl.llieu ooao 
deys "GG • and which he hod ou:marizod t o uo, hn4 not onl.:; boon ceaoe t o i ndi­
coto concer n our klorielUl oocurltho !all1n;; 1oto tho ban4o or bndoro !n 
~ope. but aloo oYOr tho poss1b1lltT o r ouch oocurit1u bei136 ~.=ported b to 
:!".<- United Stat .. am\ oold on th1o IOIU"kot . I told Loro:;-'Buul ieu that ,.. hn4 
aeot the cnblocra:~ to Pario, u nvood upon, and that ve hod roco1nd word back 
tl:.,l tho i'ronch otfiell!l.o hod been lntoraod by our bbAoo7 aa to t he oerricu 
vhich our ofticoro eight r ender in Ol.lthenticat1114 t ho deot~ioa or .l.oorieM 
otc.:.rlt1oo. I added that tho Troaour]' vao alto Mthol)' atud:;in,; tho othar two 
.JO!ute covered 1o tbe ?rench eablegru, llACel,y, the control o! ad.!dealon Into 
.~ tho tale within the Unit ed State• ot aocuri t1oo which DaJ haTe been acqui r ed 
•• o reault o! military in-.asion. Lero7-BeauUou Dont1on•d tho tact that hi• 
Acbaatador underetood that Lord Lot blan had r eceived 8 meaeage from Lon~on on 
t!lh aubj oct. I confirmed t hat Pineont hod taken tiul aatter up vlt!l ua, and 
\hat Ye hnvo boon atudying it thla week , but hnvo nothinc do!lnit o yet to ro ­
)Ott . 

Lero7-Jo0l.lliou aokod ir there vaa &D7 bo ol a tor tho atory io thio mornin&'• 
· reac t o t ba ottoct that Gercan balnnc01 are boinll trana!orrod to Sweden. Ho 
alao hn4 heard t he rumor of Gercsn aalee on t he New York market of eeeusltlea 
-,t the lo'fMed. countrlea, v!lich vaa al.le~d to ~.ave c ontributed t o the d.epre•­
•lon in our aarkot the pnat tow daya. I told Loroy-!~iou that Plnaent had 
'eoe17od an W>contir:>o~ repor t tro:> Stocl<hol,. a rev daya 11&0 to the etrect that 
a. !lU:ber ot O.r:::::an account• iuelwUng off'lei&l t'w:ula were belnt: transferred froa 
b nranco CO:spN>iU ln t he Unl ted Statoa to - in s ... don . w>der t e leg:ro;>h1e 
laatructi ono tree a.,.,.,.,. to tho United Statu . I told Loroy-!eOl.ll ieu t!lat .. 
!lM no lmovlo~ on th1a polnt. He otatod t!lat hAl had tallod vith the Cha .. 
3~ and hnd boon intormod that thlo 1oatitution wao not aware or any recent 
t~anafere or the t,. under reference. 1 told Lero1~eaulieu that ~ vere chec~-
1n~ over the report• ot 1alea or aecuritlee t ra. account• of in~ed lAnda, but 
.... not yot avaro that there hod boon &D7 GerllWl oalo tboroor t he p&Ot t ow dayl 

to atrect t he otook market. 

Leroy- haullou referred to tho decree• taken i n J'ranco two da.ro P(IO ln re­
cord to American currency and 10curit1oa. Hie people regretted that they could 
aot bin uo &Dl' prior notice, but hod taken thooo otepl in nry upaet conditione 
'lllch tbo7 we re ouro ,.. vnul.d undorotand. Leroy-lloaul.lou thQU&ht the go.neral 
oltu:.tlon and a t.oephore ot !'ruco vero a little bettor tocl&T• Thot io , conti ­
~.,co hnd boon roconrod by tha popul&CO t o a cort&dn oxtont and p&.nic &:10"4 
the clrtllano ot northeaotern rrance hnd oublldo4. He omplulabod the contualon 
' t.:;t hal roiUlted troa rtt~eoo troa tha aoat donool7 populAted port ot tho 
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• .,...,.,. •DA•~riac \0 ..,.. ... , ...,. oO'&t'> a tu - u. u. r ...... ~o aon.-.. 
oeat - rub.iae troop• 1ll \b&\ 411'HU•, O'ttr U. •- lllc!M,., \ o •-' \111 
o..-a•· X.oi'Of-~llllllln. llloloto4 \bat \llol'o ... .., puio o.o fu o.o \boo -... ~-1'11004. 'bv.\ olloplT a ,.,.,. 411tl0'&1\ ol\u.Uoo lo ootal>llohlac ..-1-

uou oa4 pUlac troop& lato pMlU• \0 •o\ \boo - · 

)lr, looi'OT Jt=Hn will 'bo 1ll .. lllac'oa ,_......,, J'ridaT, IUI4 uol.-.o \o 

obo• uo conala ooofl4 ... Ual. loforMUoo. 
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TREASURY DEPARTMENT 

INTER..OFFICE COMMUNICATION 

DAn Kay 2J , 19~0 

TO Seoretar~genthau 

Mr. Haa • 

Railr~ freight movement tor export. SubJect: 

Reoeiote of freight tor export at New York increased 
during the week ended May 15 to abOut the average level of 
r~o~nt weeks, while receipts at 9 other North Atlantic porte 
hel d about stati onary. The net change in the week's total 
ror t he entire area ~as an increase of 336 oars. (See Chart 1 
and table attached). 

The volume of freight exported from New York during the 
week ended May 15 vas f urther reduced by 2o7 care to a total 
or 3,6&3 oars, according t o figures derived from reported data. 
(See Chart 2). The reduced exports, at a time when export 
receipts were increasing, bee raised the volume of lighterage 
f reight in storage and on hand tor unloading i n New York harbor 
to 7,5S7 oars, a higher total t han in any week since Maroh. 
( Ste Chart 3). 
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RECEIPTS or FREIGHT P'OR EXPORT AT NEV YORX 
AND AT 9 OTHER NORTH ATLANTIC PORTS 

Week ended 9 other North 
1939-~0 New York !/ Atlantic porte g; Tot al 

December 2 
(-------- ---- In carloada ) 3.~35 - - ---------

December 9 l ·922 l,tg 5 . ~40 
December 16 ,cas 1, 58 

4,84g 1,602 t;4t~ December 23 
3.856 1,1~ 4,9 0 December 30 

January 6 4, 000 1,251 5.251 
January 13 4,0~6 
January 20 4,0 0 

1 ,433 5.~9 

January 27 4,389 
1,557 ~,614 1,825 ,21 

February 3 4, 274 1,498 t'772 
February 10 4,614 1,~90 ,207 

1, t7 t,611 February 14 
February 2 

~.97 
.550 1,6 7 ,217 

Maroh 2 
March 9 
March 16 
March 23 
March 30 

April 6 
April 13 
April 20 
April 27 

May 4 
Kay 11 
May 18 

!/ Source: 

gj Source: 

tt. 577 2,~88 6,965 
,059 2, 48 6,507 

4,072 1,845 H11 
4,424 2,033 
4,150 ·f 1,492 5,6 2 

3.979 1,5~1 5.530 
4·957 1,8 6 5,823 

4' 14~ 1,5~7 5,690 
.3 1,2 8 5.594 

4,255 1,~22 5.f7 
4·7g3 

1, 19 5. 12 
,1 5 1,583 5. 748 

General Managers' Aeeoci a t ion or Nov York, Daily 
Report or Operating Conditione in Ne~ York Harbor. 

Aeaooiation of American Railroade, Car Service 
Division, Report or Carload Freight f or Export 
and Coastal Veeeel Movement . I ncludes Searsport, 
Portland , Boston, Providence, Ph1l&delphi&, 
Chester , Wilmington , Del., Baltimore, and Norfolk 
(or Hampton Roads). 

. . 
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~ 22, 1940. 

Oop1 .. of 0 A0 azuf •:a• lwreto atta.clwd were ct .. ., to 

llr. 'rOD l!•ert , who called on ua at the req.,.at or Dr. Lo'lllloD, the 

llatberlaDda li1Dbter 1D '1~, to cllacuaa tbh eatter. 

wlll uae it u tbe 'bub or a cable to blo GoYan>~~.,t 1D Lonclon. 

'I'.S. L. 
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OJ. I 
w.r 22, 1940. 

In 1\o cable Wo. 1158, 4ah4 .lloehr«a, 1fA1,J 13, 1940, De 

Je4ulfn4oohe JaDll: illto- the J'.Uftl 1eoerw Jail: of l w Ton: 

that tho rlpt to 41opooo of col4 """"""' •r• •d 4ollu __ , 

0J 0 with tho J.Uftl 1I001'TO l!allJc Of IW Tozt: DO lo~r boloJocs to 

Do lle4orle4oobo JaDll: lnlt baa b- tnuforro4 t o t ho l othorloll4o 

Gonroa..,t offootb'e Oil thot d.at o, !hio cable 1o oou14ore4 b7 tho 

:r.Uftl 1ooono Jail: of I• Torlc to 'bo a rnooatloll of tho cre41t 

prorlov~ antbcrlse4 b7 Do 114orlall4ocho 3alllt ill tho ....,..,t of 

$6,960,000 to bo cbsWil upon b7 tho l othorle4o I!Wotor ill l'ub1Joctoa 

up t o tho """""t of $145,000 110nt~. 

It 1o t horotoro ._.ot14 t hat t ho ao,...._..,t ot tho 

llothorle4o abioo tho Socnta17 of State of tho thl1tod 8tatoo 

throup the .berlo&ll J'lob&I07 ill London ( 1) that t he eoat of the 

ao ........... , of tho lotherlall4o bao b o ... tranoforro4 to London, (2) 

thot tho COld ill the cold ac~=t 0 1" ill tho """o of Do II.Urloll4ooho 

:BaDk with th o J'14oral 11oorn llank of I!" Torte &1>4 tho fW>41 ill t ho 

dollar """ount •r ill tho - of Do I.Urle41Cb~ :BaDk with tho 

Je4eftl 1ooono llaAl< of •• York are co14 8114 tlm4o of tho Gonm­

aont of tho letborlall4o 811d that tho J'iPt t o 41opooo of tho &<>14 

~ Z62 

ancl. t1m4o ill ncb aocOIIDh ball liMn tranohrro4 froa Do II.Ur1 onhcb• 

'Bank to tho OoTornaaot of tho llothorl&ll4o, 8114 (3) whit roprooaotaHn 

or roprooontaHToo of tho ao ... rnaaot of tho lothorlan4o ban boac 

41otcnate4 8114 autbcr1oe4 to jfiTO 1aotl'llllt1ono ill behalf of 01l<>h 

Gonrna..,t to tho J'e4oftl 1oolrn :a.alc of I • York rosarcl.l.a« tho 

41opoo1t1oll of tho &<>14 an4 fml4o ill II'CIIIh -to or uq put tho roof • 
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lt wUl aleo be deebal>le to ._t tbat tbe 1!1D1ater 

of the Jetberlan4e to the 17nlte4 Stat .. wri te a letter to tbe 

Seoretary of St ate of the United Stat.. nqu.otin« that the Jecl.eral 

'!!ooe"• l!ank of ,., York bo a4Tioe4 sooor41Dsl.T, 1D or4er t hat it 

..:t be 1D a pooition to act upon tbe 1Dotruot1ono st"'> to i t 1D 

bebalt of tbe Gowermoent of the J etherlan4o. 
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J acl.er a1 a-earn l!uk of - York 

-York 

Jo. 171 

•Jillft 

• Zillt'l-lil'llillll.AllS -•• 1a acco,..._ wUil 

lo\bar laad.a cabl• Jo. 163 llq 10: OWe raqv.ee~ 7010 afwr 

race1p \ of t ba\ ••- (Moo- coata1a1ac vo!Ol • Zillt!" ) 

ao l oacar \o aDca.w uq 1al\rv.c Uoao ... , \o JO• oa our 

'bebalf if u4 wua ouch b.a\rv.cUone are 4hpa\GU4 \o 'ft1tl 

trca \be lo~rlaad.a•. 

~•' Corrao\ 

llC.l 6 lll 

264 
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rouno.l :a. .. "" llaU: of ..., Tori< 

...,York 

........... Mq 1}, 19leo 

Jo, 161 SftiC!LT COilllllnLU. 

Ifill J'01I. II:1JoUT .... \ha' \be rtcb t to 41_ .. 

of O'IU' pl4 &e>GO'IIJO\ oro u4 0112' U1lu acco'IIJl\ oro WitA 700Z 

1111U tuUoa ao loQPr 'beloaco to ov bul< lnlt loa'" bela traaa­

for"M to \be lo\berlu4o Oo•e ..... at efteou ... todq. u u4 

Whlll the Jet)Mrlu4e Oon ..... nt 4ruo Oil \111 1&14 &C>OO'IIJlt \bOJ 

will probablJ 4o ao thrnch \he 1nh..-41&rJ of \be Baalt of 

Joclall&. 

1111 

l¥l.A. 53 

, .. , Correo\ 

1m ftDD' *I'DSCD J.AII 

"05 
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IICOMIIG CAJUIOP•v 

.._~ertM , X., la, lNO 

hdnal lt ... ..,. Boak of • • Torlt 

•• York 

Oor naller 15:!5 Oor cre41\ 1A tana.r of the ••~he,... 

1&D4a 1Ua1e~er 1A l:uhiJictoa, Cre41\ 1Aoreue4 with $600,000 

~o t6,t60,ooo. lloDt.hlT 4ru1Jlca a 01r all01re4 'llJ' \o $1<&5,000. 

Pleaae 41erepr4 turther I.Ae\racUou oa.r -11er 1&3. • .., 

iUti"'OUODO reada U fOllOirU Ia oue bel- Of dollar 

acooua~ 7 DOt eutticieat to conr aa14 4r•liiC• 70\l are autl>­

orhe4 to \alte onr u IIUCh aol4 of sold accouat J •• aeceuar7 

tor the porpoee. 

ltei 6? co.s. 
~~~ correc\ 
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0 0 l' T 

IICCMIID CAYMJ•• 

re.s.-.1 leao"" lloak of •• Ton: 

I• Tol'k 

lo. ll>3 

lilt' '7, lMO 

_. or<ler of ooor ll1a1ater of ~· -•t 
7""' to opaa csra41t of $6,MO,OOO !.a fDYOJ' of Ulo loUlorlu4a 

II.Wator l.a luld-ctoa !Ida ora41t ia 'nlllt ... u1 ~r 

aoUco aliA - " 41apooo4 of _, an.1ac aot to ueaat 

$132,1500 each aODtb Ia caaa llal.aJocO OIIJ' dollar acc...at aot 

ouff1claat to caoor .. 14 ar..1aca 70U .,. enthor1••4 to t~ 

OYOJ' &I aach COld froa OUJ' col4 acc...at &I DOOOIIaJ7 for tho 

JIVPOO•· 

267 
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JR 

Secretary of State, 

Vlash1ngton. 

471 !lay 23, 10 a.m. 

GRAY 

Btrn 

Dated May 231 1940 

Rto ' d 7:20 a ,m, 

Reference my telegram llo , 311 llay 6, 5 p oJ!I o 

Official Swiss trade statistics (confidential) 

list imports ol: gold bars in April as follows in - -- -

268 

millions of francs : Italy 12 , Russia 10, Netherlands 41 -
Great Britain 1 . 7, Germany nil , total 26. Exports: 

United States ~o , Italy 10, Netherlands 4. 7, total 105. 

HARRISO!I 

KL? 
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i!SU 

secretary of State, 

Washington. 

364, !.lay 23 , 2 P• m. 

GRAY 

Tokyo 

DatEd Uay 231 1940 

Rto ' d 7:58 a . m0 

2€9 

The continued decline of th t pound is being vi~td 

h ere <Tith incrcasin<; gravity btoau~t of tht seriously 

adverse effects on JapanEsE txports in gEneral and on 

Japlll'ltse imports from Bri tish areas . Although i n normal 

times cheap sterling i s advantageous in purchasing from 

Br1 t1sh artaa considerations involving tradt within tht 

sterling area, need for rttaining materials for war pur­

post~ , tt otttra, art oak1ng importations into Japan fran 

Britioh areas increasingly difficult . Tbt press this 

nor ni nn reports that thE Japaneot Government is consider­

ing tht fixing or sttrlino at a ratt cnloulated best to 

a ervt Japanese requ1rmtr.ts , thE loss to Exchange banks 

dut to d ifftrtncts bet'"en such rntt and the r ates on the 

free t~arktt in NEW Yor k to bt bornt by the Government . 

Unt11 ftmds can bt round to optratt the pl an importers 

will br. required to fix txohongt contracts with banks not 

later than two weeks afttr 1 ssuano£ of import and foreign 

exchange permi t s. 
GRE\'f 
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TREASURY DEPARTMENT 
I • 2jQ 

DATS - Z,, l,alo 

*'· .-r4 "-· ... .-..ttl ............. -~. 1e .. pi' I ·­

:rr-11 oUt•• wbo -. 1a \lot J'reM1a Jvls-t tfllt .-q ,.aro, M4 ~ oUU 

be. 111 llio\r1o\ h 1a llodlooft ~raMo, 'ft.\ 1111 1o \lie - t4 • ._..., 

aaUP aa4 1101'ko t4 an lllop oa tM P:aao. ,..,._, hrto, u4 aloo llao a 

w..1.oooo 1a ,., Ton. .. Ml"riM a .-1\q AMr1oo& wlAow, n 1o poul'lllo 

U.l \lie I~ ~ llaft •• Ida 1a l'Uio, I leU- 1111 lao - ao\1ft 

1a rollot 110r1<. 
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Uiaa Cbaunc•7 brought tbio 1~ to !lnd 

O~t it 70U ltAow who 14o•r4 JOMI h. 

elt 

271. 
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·. 

24W 

WP 179 rO 018LE r;·.o t:AY n Pl.l 3 0~ 

PARIS 41 WAY 22/1924 1940 

LC HIS CXCC LLENCY HENRY WORQENTHAU 

WI<SHNDC 

I • NOW HOW MUCH YOU ADM I RE rRANCE WE BEQ UNITED STATE S SAVE US r ROW 

BtiN~ SCRATCHED BY GANGSTERS rROW THE MAP Or THE WORLD 00 SEND US 

TAN•S AND PLANES GOD BLESS YOU 

EOOUAPIO JON AS 

303P 

' 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

l!ay 2), 191,0 

l~RANDUII FOR TilE SECRE'W!X 

'l'.ore ..-as received this morn1llg from the Counselor of the Polish l!lnbassy a 

-... -orall<llm requestl.:>;; 1 

(l) - :lOO Qlrtias pursuit planes, P-)6 
or P--1,0 

(2) - !(otorhed equi;:cent for ono division 
consisting or motorcycles, heavy and 
liAht tanl<8, and motor tl'llcks . 

(3) - 4 anti-aircraft batteries with suitable 
&I!UIIuni tio n , 

"':e Counselor di.d not have Ur:f def1.n1te 1nfor:oat1on concerning motorized 
e:fo11!J"CClt or anti-&ircraft batteries • 

273 

• • t ransnttinl: this request to General Gregory, Arey =ecber of Ule Liaison 
~tteo, he '1188 asked to set infomation as to the quantity and types or 
oq>ipment for a motorbed division, and also info.,.,tion concerning anti­
>\rcroft batteries that mi&ht be built 1n thia country. 
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TREASURY DEPARTMENT 

WASHINGTON. D. C. 

wemorandu= tor the Secretary 

Froa Chief, S ecret Sen1.oe 

On Tueaclr.:y aornl..IJ&, Jla:y U , 1940, )'Oil h&nclocl - a 

letter to )'Oil from Direc tor Boo· .. r relatinr; to a report 

nade to F. B. I . at;enta b:y Heney Unaohulcl in connection 

with aller;od atot.ents ll&do b:y l(r. GioaiDi of the Jl&Dk 

ot America. At that time you telephoned Direotor HoOTer' a 

offioo &nd in hie abaenoe tolkod to lo!r. Tam oclvill.ng ht.n 

that :you had referred the -tter to the Chief of the Seoret 

Serrtoe. To\l requeated the entire f'ile on the oaae aDd you 

were informed the t if Chief Wile on phoned after noon that 

it would be arranged. 

I tolephone<l at the t iM apeoified an<l explained that 

we <leairo<l whateYer ~• available in their files regar<ll.ng 

an:y ot the peraon.o aentiODeclo I wu a <lrtood that it would 

be o ent to wq offioe b:y aeuenr;er the next <1q. 

I at;ain tolephol1ed for t bo pepera on Satllrc!a:y &nd waa 

adrtaod that it would be read;y at ••00 P.ll. on Satll.rd&:y 

ancl placed in the mail or we oolll<l have it on llonclr.:y 1101'1li.D& 

1t wo aent a meooencer tor it. I atoted that I would a8114 

for 1t at 10:00 .t..ll. llonda:y. 

When the meaaeJl&er troa the Seoret Serrloe called for 

it on IICilda:y, th"7 d1cl not Wlderatand what pepara he de­

aired and ho oallecl wq oftioe. I at;ain phoned the F . 8 . 1 . 

and talked to llro Taa {.t.aaiat&nt l>ireotor) and he o&id that 

the papera were then reac!,y and would be handed to our a .es••· 

r;er, that thoro ha4 been a aUO>t a1aundoratand1n& rocard1n& 

th•• The paper• were the turned owr to our meaaqer. 
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lllf' II, lMII 

Qa !Mo~ •l'lllllc• ~ U, lMII, ,_ ........ • a 
1.-r w ,.. boa Dli'M"'r ..._ nlaillac w a ...,.n 
_.. w r.a.I. ~ ~ ._,. vuellal• t.a -"• 

w111o alloc" ••'-'-,.... 111 ~~~'• tt.al.al. e1 •• laM 
ot .-.n-. .u \bat tl• 70" telopb_.. Dli'MWr IINnr'o 
ottiH &1111. !.a ldo aloe- \alkecl to Mr. t .. aotYI.oi.Dc Ida 

1Mt :r- .,... rot..,... -.. •ttor to "'• Cb1et ot '*>o -ret 
Sord•• t .. ,...... .... ~..,tiro tUo ., tbe oaoo...,.,.. 
wn w...- tao&\ U Oldet 'ftlooa ,.._.attar-_, 
it .. .u. lie .,..,..... 

I tole,.._. at •• u.. ., .. m .. •4 oqlaiao• ~' 
w 6ooln4 ,....._ ae aftilal>lo la -.o1r tUoo ....,.rdl.ac 
.., of - ,..._ _\1_.._ I wu aotYI.o .. ..,., l\ will• 
N oat W 111r otflH ..., _...., ... -' ..... 

I -cUa wla,.,_ .. tw U.. ,.,.,.. • Ia~ -.4 waa 

a4fto .. ~' lt Will• llo noq at 6o00 PoL • ea-..... 
&1111. fla ... !.a \M •11 or - ~• llaw l\ • ~ '•--"'•• 
U w eon a_.,._. tor lt. I ota\M ..,., I wo.U ••4 

t ar l\ a\ l.OaOO Ado ~· 

a. .. _......, boa u. ...- semoo oalW t• 
1\ • ............. tU-' _..._. .... , ,_,_ M .... 

a1ro4 ...... ...u .. ., omoo. 1 -cUa ,.._. -.. r.t.I. 
u4 \&111M W ... r. (.Uatotat Dl ...... ) ... M -.1• 111&\ 

\be ,.pWo-"- ....... -u lie ....... - .u --
, ... ..,., .,.,.. W lloa a ~' .t .... rotan*•l .......... "'-- a.,.,...-..._...,. .. _.--....-. 
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tiP 

ScorctQry of StQtc , 

11o.ohingt on 

83., tk>J' 23, 5 P• c. 

POR THE: TREL.-3m!Y. 

ORAY 

l'llr18 

Dcttd Kny 23, 19. 0 

Rco 14 3:23 p. m. 

276 

A 1'\lrthtr dEcree regarding bonking intErmtdl:>.rico , 

plc~oc atE Embassy's tElEgro.m of Uny 3 , io published in 

todny'a Journal Officio.l. It provideD thAt (one) " approved 

intcrmcdio.rica" of thE Foreign Exchange Office cay 1m· 

port FrEnch end foreign coino o.nd banknotca and all claona 

of occuriti£3, (t-ool "specia lized 1ntcrud1aric3
11 

l!!AY 

it!port "Claao B foreign currcncico" ( i .e. currenciEs of 

foreign co,..ntr ico other tbnn those included in the otEr· 

l i JIG ~.nd 11hnrd" cu.--rcncy grouoal and oEcuritics po.ycblE 

i n 11Clcoo B foreign currcncica•, (thrctl those "spcciol· 

i zcd intcrccdio.rico" unioh ~rc o.uthoriztd to hold "pro­

tuoionnl accounts" (i, t. ouoincao ooounta) mo.y inport 

o.ll olo.aaca ot occuritica . (END SECTION !l!lE) 

KLP 
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Sccrttnry of Stat e, 

•·ras hingt on . 

GRAY 

PARIS 

Dated !lay 23, 1940 

Reo 1 d 3 :36 p .. m. 

8341 llay 23, 5 p. m. (SECTION ? iO) 

Anot h er decr ee stipulat es t ha t overtimE i n o:ccss 

of sixt y hours p er week 11111 be paid at the f ull 11ag E 

r ntc . Here t of ore a ll Ttortc in EXCEs s of f ort y hours p er 

rtctlc \Ins paid on the basis of sixty per cent of ~e 

nom nl •.tagc rat E t'lt rEmaining f or t y per cent being 

tur ned ov er to the Government• 

I n order to maint a i n stabil1 t y of do::estio prices of 

t i n pln t £ nnd iron the Govr:rn:ncnt 11i ll pay any i ncrea sES 

i n t h e cost of icportiP~ th esE ocenodltics resul t i nG 

fran au~cntcd ocean freight . 

The o arktt r.as f airly fi~ today. Rcntcs i ncreased 

fract i onal l y a s did ~ost French securities. Suez gai n ed 

C50 f rnnos • 

The Bank of Prance stet cmmt t or t h e vrttk ended t:ny 

16 shows a n 1ncrense in note cirouln tion of two bi llion 

fr:..1cs t h e t otal circulation bc!.ng slightly under 161 

bil lion. Provisional sdvnnccs to the s t ate tncrcasoi 

one and n hnlf b illion. 

BULLITT 

CSB 
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!ISM 

Stortte.ry or StatE, 

We.ah1118ton. 

1475, Kay 23, 10 a . m. 

ORAY 

Btrl1n 

DatEd May 23, 1940 

REo ' d 12135 p. m0 

278 

FOR TREASURY FR<Jol HEATH AND FOR THE IN'FOIWATION 

OF THE DEPAR'DIENT. 

WhilE thE GEI'1118n 8E111ng rate tor dollar drafts 

t o travEllErs hc.1di'lg a pErmit to purchasE for<:ign 

txohe.ngE r r:mai'ls around 2 . 502 DUU'ka to thE dollar thE 

txohe.ngt authoritiEs haVE allowEd thE official ulling 
• 

ratE or dollar currmcy to riat tram an avEre.gc · stllillS 

rat t or 2 . 62 marks on May 3 to 2 . 91 marks today £XYle.1n-

1ng tilt action as duE to hightr costa of sh1IXD£1lt and 

inauranot for intcrnationa1 tranaaot1ona in ourrcnoy 

and a1ao aa an Effort to adjuat dtmand to eupp11o 

RR 
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JR 

Secretary of State , 

rla:Jhinston. 

GRAY 

Po.ria 

D.::tcd ifay 23, 1940 

Rco 1d 2:30 p .m. 

279 

J~~sctn~ of the Nation~ ~ of Belgium bns just 

!'urni:::hec', .:: mmbcr of my ::: tatf 11ith a copy of a l<:tter 

frol.l Cutt"J{ c.p:_:> roving the dccici on of t:1e B~ to 

CCC OJ4p~.n; the Sclgi~ Government . He a lso enclosed a 

copy of l:hE modific:-.tion in the conr.1crcial charter of 

thE !~r ncccs~itated by thia dccioion. J~saEn::: has 

: w t co:,)iE: of both docur.~Ento to t he New York Fcdtl•al 

.it- E~·vc Bank and to the 3oard of Governors of till: 

Fedn•nl Reserve Systcn (please see the Embassy ' s No . 791 , 

Uay 21 , 5 p .m. ) . A translation of the letter is as 

.follows: 

"Brussels, May 15, 1940. 

Mr . Governor: I have taken note of the decision 

which is to be tal<En by the N11tionoJ. Bank, at my 

requ est and in the name of the Government, to continue 

to carry on ita monet11ry .functions in a po.rt of the 

territory not occupied by an 

nccds of the Treasury may be 

cntllcy' power 1n order tbllt the 
to ooilt1DDI 

provi ded .for, ond/to . 04rr7 

on 
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- 2- #633, U~y 231 4 p.m., !ran P~rio . 

on ito funotiono QO CQOhiEr of thE StQtE , nnd tbQt 

for thEoE rtaoonc thE following bQo bEEn dEoidEd upon: 

(END SECTION ONE) 

BULL ITT 

!IS!1 

280 
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BJS 

SECrEt~ry of State, 

Washington 

GRAY 

PARIS 

D~tcd M~y 23, 1940 

REC 1 d 3 ; 30 p . m. 

833, lol~y 23, 4 P • m6 (Sectl.on Two). 

In o.ccordancE with the provisions of thE Roynl Arrete 

of February 2 , 19 40 rclo.tivE to the ~dministro.tion 1n timE 

of rro.r or conrJcrciol concErns or concerns having a camncr-­

cial ronn thE office of thE bo.nk io to be established in 

any Btlgio.n or foreign city in which the sEat of the Belgian 

Government should actually ho.v£ bEEn moved. 

ThE o.dminis tration of the BD.nlt is to bE assured withi.n 

thE limits or t heir respEctivE polY Era by those monbcrs of 

thE Boa rd or DirEctors thE Regency Council and th£ CollEgE 

of Auditors who arE ablE to mEEt together and consult 1n 

that place. 

ThE o.dmi.nistrativE dl. rEotivE or dispositivE powers 

or monbcrs of thE Boo.rd of Directors the Regency Council and 

thE College of Auditoro rco i ding in other local i ties t>rt 

suopcndcd. 

Thc position of all thosE who for any rtt>son whlltsocvEr 

hAVE t h E right to dispOSE Of thE propErtiES and rightS Of 

tht: bo.nlc and who arE 1n o part of tbt territory occupilll 

by 
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by em many powEr o.rE suapmdEdo 

I hErEby confirm to you my approval of thE o.bovE mEntion, 

td dEcisions . SignEd Gutt. " 

PEnding final dEci llion o.o to tht Prtnch city in which 

thE Btlgian GovErnment is to be cato.bl ishEdat i s undErstood 

th:l.t the GovernmEnt 1o moving from 1 t:J p rovisional heo.dquo.rt­

Er3 o. t Ho.vrE) thE llo. tional Bo.nlt of BElgium will continuE 

to optro.te o.t tht Bonk of France in Po.r1 o. (End of Mceso.gc) . 

BULL I TT 

CSB 

Regraded Uclassified



mc>X: American llaba811y, Berlin, Ge1'11&Jl7 

DATE! Mar 2~, 1940, ~ p.m. 

NO. I l~l 

Reterenoe h made to telegram ot Ha7 21, No. 144:5 

trom the Embaesy. 

283 

The following ie tor the intormat1on ot the Department 

and tor the Treas1117 trom Heath: 

I aav Vohlthat ot Goertng1e organization yesterday. 

Wohlthat haa undertaken a variety ot epecial economic mieeiona 

tor the Reich Government, including the negotiation• 1n 

Karch 19~9 tor a trade agreement Yith Ruaan1a. 

Wohlthat told me that he vas leaving today to take the 

post ot Reich Commis sar tor the Central Bank ot the Netherlands. 

Germaey did not i .ntend to replace the guilder by the mark, 

Wohlthat aaeerted to me. The Job Wohlthat ia to do, it ie 

understood, is to reorganize the Netherland• monetary and 

banking system, It ie noted, in connection with the appoint­

ment ot Wohlthat, that on Hay 10 btl publ1ebed 1n thtl DEUTSCHE 

VOLUIWIR! an artiole to which it 1e understood official 

approval ha4 been given about the nev econoaio order in 

Europe. He stated in this article t hat the Third Reich' s 

a1ll h to create a Greater Gel'll&ll7 ae a nev etrong econoaio 

center 1n Europe. Outside ot the political boundariee ot 

this lit-eater German)' it aills to mark out an area in the 

northern and southeastern part ot Europe which will practice 

close eoonoaio cooperation with Gel'll&ll7 but which Y1ll 
r .. triot 
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- 2-

reetr1ot 1te trade v1th the great povera, ae tor inatanoe 

England and France, wh1oh had no natural or vital eoonomio 

relation to the area, aooord1ng to lfoUthat. It vu con­

t emplated that this area of German eoonom1o influence weald 

be eupplemented by the return ot German Oolon1ee, and ite 

boundary on the East would be the Rueeian sphere of 1ntereete. 

](IRJ:. 

Regraded Uclassified



TREASURY DEPARTMENT 

WASHINGTON 

~:r 2), 1940. 

IIDIORANDUII J'OR TlllC ~ARI: 

Tho otteobed letter rro. tho ott1oe ot tho Col­

lector ot Cuatollo at N8lf York, giving a list ot I tollan 

ohipo 1n port and tholr aotiTitlea , la oubll1tto4 to you 

just as a &attar or 1nforaot1on. 

EDcl. 
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TREASURY DEPARTMENT 

286 

cnte& 01 ~""-~Oft 
01.,. ('T HO> •• 

UNITED STAT£$ CUSTOMS S£RVIC£ 

NEW YORK, N. Y. 

..... 11&."" . ... _ .. _ _ , 
IO$fW (&L ... . --...... . , 

l.iny 22 , 1940 . 

. ,J ~lf. fO" '!'ilL AliSISW <T COLLEC'l\JR1 --· 
lho followint is a lis t of Italian ohi ps i n port e.nd 

U.el r ac t l rlt iu 1 /,t...l_ 
Ital ian SS r'O.CU:::.-a loading at l:on t Stroot, 6roold)'1'~~~" .) 
a i ls Sa t . u.y 25 , 1940 tor ':enoa . ArriTeJ a t Genoa. ~ ~ 

on Ju.rte 19 , 1910 -- o r 25 day• rron date o f sa.H ing . 

Itsliw> SS SAI1TARC5A l oadin& at Erie !lu in , ~roalrnater . (M_ ~ 
aU e t'huraday , btd!Y 23rd for ~o rfoU: . Se.il s from ~~~ 
or fol k - onday , L'&y 27 , 1940 t or Ge noa , I taly . l lill 

<r r lvo a t Conca June 18, 1940 -- or 20 d•y• from da te 
of oulling . 

ltdlun 1:4lnkO!' A'!LAS load i ng a t Porth Amboy , ~' • J , (4,. ..e) 
Sallo Sa turda;; , .Jay 25th f o r ";onoa , Italy . 1; ~11 ~;J' -;/ 
ar ri ve at u~na~ June 19 , 1940 -- or 2f days from 
tate of so.ilinr; . 

Ital ia n SS .: .... . .. -. l o ediu..; o.t pior 3 uobolc-en , • a i l s t;/; ,, 1 , "") 

ay 43 , 1 ~-i.J for voa.oa I~u..ly . Al'r1ve liLt .,ono& ' -<..,! 
JWJ.o 1 ~,. , l ;j4V -- o r 20 dAys J"rca! dat e o t at.ilint; • 

The abo've dates are appr o:d l"''&te • 

John o. c. Pi t •&• rald , 
Inapeotor of CustolllB No . 120. 
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UQ CHICAGO ILL MAY 23 1940 1042A 

THE MOK MEKRV MOROENTHAU ~R 
SECRE TA RY Or TREAS~Y 

I~'10 MAY 23 PJ.I 12 16 

ASSURE YOU I WILL PLACE NO OBSTACLES IN WAY or MR . VINER'S 

COOPERATION WI TH THE TREASURV o KINOEST REOAR08 o 

ROBERT M HU TCHINI 

121!5P 
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ot 1- letter ot ~ 20UI, ~ 

the W puhl---' of .. _ ..... tfee. 

I baft NA4 tbie wUh 1nterwot. 

,__.) ... " •• Jr. 

Kr. J • ._., •=•=, ~ 
rea...l ...... ot In9eotlgatloa, 
Depuot_, of llut1 .. , 
Wu h1...rton, D. c. 
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!bl• wlU ... wo•l._. NMlP' 

ol Jt:lll' leU .. of *I' 20tll0 .....,elJIC 

t baft .-4 tble dth 1-'-•'­
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lliiW• .. I :a. r 5 , 11. Jr. 
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••inral 8nr•-of lnunflgatfon 

•nlhliiHah•ii•Parttn.nt of J&Utfc" 

••IJington,II. C. 

llay 20, 1940 

'!be Honorable 
1he Secretary o! the '!Nasury 
Washington, D, C, 

!ly dear llr. Secretary• 

1he San Francisco ortice o! this Bureau is 
in receipt o! in!oraation !rom a ccn!idential source to 
the etrect t.b&t the American President Lillea bad been 
approached by "So'ftracbt, lloscow", regarding the trans­
sldp~ent or cocoa and cotree !rat BruU tor tobe, Japan. 
'!'he transsbipount wwld allegedly be c ade at San f'ranciaco 
or Loa Angeles, C&li!cn>ia, aboerd the s.s. President 
Oar!iald or the S,S, President Pieroe, or both . It 1a 
r eported that the letter or credit !cr freight and 
handling chargee haa bean arranged in l!cacow, Russia, 
throueh the Chaaa National Bank, New York, New York, 

The con!identiel aource also diapl.Ayed a copy 
of a cable which ,.. ln"itten in the •new aoe•, a com­
M rciel code, dated llareb 29, 1940, by MeCondck, PortlAnd, 
Oregca, troa •SoT!racbt, lloscow". The cable requests that 
arrang-nts be ude !or the transebipoent ot 2500 teas ot 
cottee at Santoe, BraaU, and 2500 tens or cocoa at !Bhia, 
BrazU, during the month or April, 1940, 

The abo"" de te are being !u.miabed to ;you !or 
,our in!ormat ion and are aloo being Curniohe d to Honorable 
! dolt A, Serle, Jr , , Aosietant Secretary ot State, Depart­

ment o! State, Washington, D. c. No investisation in thio 
matter i a being conducted by tbie Bureau, 

Sincerely ,our~, 

J
. ~ .~ 

obn &dear Roc·rer 
Dirac tor 
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••Zleral.ureau of lmrestigaffon 

11ntteb ltatealbpartment of J&Dttn 

llnl}lngtun,II.C. 

II~ 201 1~ 

1be lloncra t>:U 
1be s ...... tAry ot the Tnuur7 
'll"a8hington1 D, c, 

117 clear Ill', Seoretar)'o 

1be s.n P'l'anot..oo o ttioe ot th1a Bureau 1a 
1n r-l.pt. or 1nt-t1on rr.. a oontidanu.al. aCNrOe to 
u.. etteot. that the AMrioen ~idant Lt~we bad bee 
approaoMd b7 •Sorlraabt, 1Coeoaor"1 resard!nc U. ~ 
ahipwlt. ot - and oott .. O'ao !!raaU Cor Kobe, Japu. 
1be tran..hl~t. -.ld allagedly be nade at Sen Franoiaeo 
or ~ Ancelee1 C&l1COI'I\1a1 aboard the S,S , l'r9a1dant. 
CartS.ld ar the s,s, l'r9aidant Pieroe1 ar both, It. 1a 
z-.ported that. the at.t.r ot Cftdit tar heS&ht. and 
lwtdlinc oherpe hu W... arranged 1n llo-, ~tw~eia, 
Ulrouj:b the Chua M• t.1onal. Bonk, w.w Tone, w.w York. 

1be 001\fidant.ial aouroe .U.O diapla,.d a eon 
ot a cabla wll1oh .. writ.tc 1n the .,., aoa•, a coro­
l'lel'Oial oocle, dated llareh 29, 1 ~. b7 IIOC<ml1clt, Port.lando 
Ore&GD, trca •Sorlraollt1 llo!IICOW". 'IN cable requests that 
~u be aade tor the tranaahip>ent or 2500 t.one ot 
cott• at Santa, SraaU, and 2500 tone or cocoa at 8ah1a, 
BruU, ctur!nc the aontb of April, 1~. 

b abow dau .... be!.n& turniehed t.o )ou tar 
;,our 1ntoraUAID and are al.ao bel.nc turn1ahed to Honorable 
Adolf A, aarle, .rr., Aaaiatant Saoratar)' ot st.a~, Depart­
-' of suu, Wuh~, D. c. lfo 1nw aUeat1on 1n thia 
Mttar 1a beq oandlloted b7 thia aur-. 

Sinoera~ ,.....,.., 
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The Honorable 

7.t~trd Jaurnm u! lmru!lgGIIIn 
. 1111tb &!mnl llrpv1llltll1 ur Ju.tln 

•ulpllgtun. I. Ill. 

*" <3, 1~ 

The secretarJ or the Treuury 
wubincton, o. c. 

111 dear llr. SecretarJ: 

I am tranamttine herewith a .....,rand,.. 
co"riiiC Mteri&l 1n the tilea or tbe Federal Bureau or 
In .. atigation relat1'" to oDe Walter P. Reuther, whieb I 
tboucht llicbt be or interest to TOU. 

I ba'" been 1ntoi'Oied Walter Y. Reutbar 
1e the 1nd1 rtdual lladaa F'rancea Perld.ne, Tbe Secrete.,- or 
Labor, ocnteq>lates appo1ntine u bead or tba $&!ety Oe'Vice 
Board or tbe Department or Labor, which Soard lll&kes ~uiry 
into ea.tety devices in 'f&rloua ractoriee throucbout tbe 
count.,-. 

&>closure 

With assurances or f11!1 bigheet reearda, 

Sincere~ yours, 

1 
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Nay 22 , 1940 

REt WAL1'ER P. REU'n!ER 

Infor,...tion has been received to Ule effect t.hat llad&m Frances 
Perkins, The Secretary of Labor, contemplates appointinc Walter P. Reutber 
as head of Ule S&!ety Device Board or Ule Depart.ment of Labor. 'Ibis Board 
:.aJces in<tuiry into safety devices in various factories throughout Ule 
counLry. 'll1e toll~ intol'lll8tion a ppears in the tiles ot Ule Federal 
9uruu of Investigation relative t.o 'Kalter P. Reuther. 

'falter P. Reuther or1g1nall.y c&me !rom 'llut Vir;P.nia. His father 
was a labor organizer there. He attended Wayne University, Detroit, 
l:ichi~an, from 19):) until 1933. 

It has been alleged that i'lalter P. Reuther, accompanied by a 
brotber , departed £'rom the United States for Rues1a durinc 1933; that 
a!Ler residing i n Russia for several months and while there they engaged 
in a study of agitation propaganda, taking ooursea allegedly g1 ven under 
the auspices of the Soviet Union. During 1933 Walter P. Reuther is said 
Lo have advieed the Soviet authorities relative to labor conditions 1o 
tJJe United States. The date of his return to the United St.etes is not 
dcfint Loly !mown. HOifever, upon his retum he enrolled in t he Brookwood 
~bor : ollege at Katonah, !lew York, (now o11t or existence) . 

The !'ollowinc is a letter written in 1934 by. l'falter "eutber and 
~.1s b:-other Victor to llelvio and Gl.adys Bishop : 

•Dear !.!ol and Gl.adt 

"Ab~savo~, Topkin1 , 
January 20, 19)4. 

•Your letter of December 5 a rrived here laot week !rem 
OenNIIly and was road w1 tll more than usual interest by 
Wal and I . It aee""'d ages s ince we had heard !ro111 you oo 
you tlight well imagine with what joy we welcomod news from 
Detroit. It 18 precisely because you liN equ&lly anxious 
! know to receive word from Ule 1"Korkera' F&therland' that 
! am taking this f i rst opportunity to r.nower you . 
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"llh&t :rou haYe written conce~ the at.riboe and the general 
labor WU'est in Detroit pl.ua what • ban learned troa 
other eourc .. of the r1s1nc dl.econtent of the Aurican 
workere, lll&kee ua lone tor the 110.1111nt to be back with :rou 
in the lrmt linea ot the etruccleJ howner, the dally 
in~~piration that 1o ours aa we work aide b;r aide with our 
lblaaian comradea in 2!!!: factory, the thoU£ht that we are 
actually helping to build a society the t will torner end 
the exploitation of .., by man , the t hoU£ht that what we are 
building will be for the bene!1 t and enjoyment ot the work~ 
inc claaa, not ally of Ruaaia, but the entire world, is the 
eoaponaat1on we receive tor our telrpor&r7 abaence from the 
stnlggle 1n the Uni t.4ld States. And lot no one tall you that 
we are not on the road to Socialle in the Sortet Union . Let 
no one II&J' tha t the worlcers 1n the U. S . S.R .• are not on the 
roecl to aecuri t:r, enllgh~t and bappineea. 

•llcl, ;you know lfal and I """" alweys etronc tor the Soviet 
Union. You know we were always ready to defend 1t ag&inat 
the llu ot reactionaries. But let ae tell ;you, now that we 
are here •••inc all the creat cons truction, watehinc a back~ 
ward peasantry being tnnafo..-1 into an enlichtenecl, 
democratic , cultured populua, now that we bave alread;r 
experienced the thrill, the aatistact1on of partic1patinc 
in genuine proletarian democracy, we are more than just 
sympathetic toward ~ country, we are ready to .t'i&ht tor 1 t 
and 1 ta ideala . And wby not? Here the worlcera, throU£h 
their .Ui tan t leader!lbip, th& proletarian dicta torahip, 
have not acld out to the own1nc elaes llke the S.P. 1n Oemany 
and llke the Labor Party 1n l'hgl&nd. Here they ha"" against 
all odda, againat famine, againat internal atrite and civil 
war, qainat abotage, against capitalist 1n•aa1on and ~t1on, 
our co.radu here have .al.nt&i.necl power, the;r ha1'8 won oYer the 
cusea, the;y han t.ranato.-d the 'dark aaaaea 1 ot Russia into 
ene,.et1c enll&htened workors. 1he7 ban t.ranatoraed the So1'1et 
Union into one of the greatest industrial natione 1n the world. 
1bsy ba1'8 laid the eeonoodc foundation tor Soeiali •, tor a 
elaasleea soci e ty. lolol, 1t you could be with us tor just 
one day 1n our shop :rou would realise the a1gni!1cance of the 
SoYiet Union. To be with us 1n our factory Red C<>rner at a 
Shop lleeting and watch the workers aa they otter auggest1one 
and constructive cr1t1eiSIIl of production in the ahop. Here are 

~ 2 ~ 
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"no bosses to drive fear into '"orkers. No one to drive Uleo. 
in aade speed-ups. Here the workers are in control. Even 
the shop superintendent has no more right in these meetings 
than any other worker. I have wit.neased many ti..,s already 
·•hen tho superintendent spoke too long, the ""'rkers in the 
hall decided he had already coneumact enough time and the floor 
was then given to a lathe hand who told of his problems and 
offered suggestions. Imagine this at Fords or at Briggs. nus 
is what the Outside World calls the 'Ruthless ll1ct.at.orahip in 
Russia .• I tell ycu, Mel, in all the countries we have thus 
far been in, we have never found ouch genuine proletarian 
de::ocracy. It is unpolished and crude , roU<~h and rude, but 
proletarian workers• deaocraey in every respect. nte workors 
in :»gland have !!lOre culture and polish when they speak at their 
:eeting but. the y have no power. I prefer the latter. 

•In our factory, which is the laJ'iOSt and ..,.t modem in Europe, 
AA~ we have seen the:o all, there are no pict.ures of Fords and 
Rocke fallers, or Roosevelts and l:ellon. No such perasi tes, but 
rather hU<~e pictures of Lenin, ... '!tc., greet the workers• 
eyes on every side . Red banners with slogans 1?/orkors of the 
./orld Unite ' are draped across tho craneways . Little red flags 
fly from tho tops of presses, drill presees, lnthee, kellers, 
et-c , Such a sight you have never seen before. Women and men 
wor k side by side - the women w1 th their rod cloth about their 
heads, the men with their fUr hats. We work here seven hours 
per day, five days a week (our week here is six days long). At 
noon we all eat in a large factory restaurant where wholesome 
plcWI food is served, A workers' band furnishes music to us 
f rom an adjoining room while "" have dinner. For the remainder 
of our ono hour lunch period we adjourn to the Rod Comer recre­
a.Uon 'Where workers play ga:tes, read papers and maga-zines or 
technical books or merely sit, """ke and chat . Such a fine 
spirit of colal'adosbip ycu have never before w1 tnessod in yew­
lifo. Superintendent leaders and ordinary workers are all alike. 
lC ycu saw our superintendent as he walke throug)! tho mop greet­i"" workers w1 th 'Helle Comrade' ycu could not distinguish h1c 
from any other worker. 

"The intaresUng thing, llel, is that three yeare ago this place 
here was a vast prairie, a waste land and tho thousands of workers 
here who are building complicated dies and other tools were at 
that t imo peasants who had nner before even seen an industry 
lot alone worked in one . And by mere brute doterlllination, by 

- J-
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•tho de~na1naUon to build a workere• country HCond to none 
in !he world; urged on by the spirit of the Revolution tho;r 
hue constructed !his huge lllll!Veloue au to factory !!hich today 
1o turning out modern care for the Soviet Union. 1hrough the 
bitter Russian winters or 45 degrees below !hey have toiled 
wi !h bare hands digging foundations, erecting etruotures, !hey 
hnve with !heir own brute etren.gth pulled !he huge preseea into 
place and set thD up for operetion. llhat !hey han here the;r 
have sacrificed and suffered Cor; that is !!hy !hey are not eo 
ready to turn it all over ag&in to the capi tali eta. That i s 
'llhy t.nday they still have coaaradee !rca the ked Anay on 6U4rd 
at !he factory a t all U111ee to prevent counterrevolutioniste 
from carrying on their asbotage. 

•About a toren ty 111nute walk froa the factory an entirel;r .,.. 
Soeialiet Cit;r baa grown up in theee three years. Here over 
50,000 ot the factory workers live in tine new IIOdem apartment 
buildinge. Large hospitals, scbools , llbrariee, theaters and 
clube have eprung up here and all tor the uee of those !!ho work, 
tor without a worker'e card one cannot make uee of all theH 
modem feoilities , 'lhree nighte ago we were invi ted to the club 
houH in 'Seager' (Socialist City) to attend an evening or enjoy~ 
oent given by t he workers of the die shop. Imagine all the 
workers w1 th whoa we daily work, came together that evening for 
a tine banquet, a stage performance, a concert, apeeeheo and 
a big dance. A divi sion of the Red Anrr:t was also present as 
guests. In all m:r life, llel, I have never seen anything so 
inspiring. llel , once a fellow has seen what is poaaible where 
workers a;ain po'"'r, he no longer tights just tor an i<!eal, be 
f ights tor eomething 'lfbich is reel, eomething tangible . !Jr.agine, 
llel, Henry Ford throwing a big pa rty tor his .slsvee. Here the 
par·t y was no gitt or char1 ty fl"OII ·-e above t or !!!!....!!!!!! tho 
factory, we held the •eting and decided to have the party and · · 
H wae paid t or !rca tho SUll'lus earninge or !!!!.!: depar-nt. 
\\hat our department does is typical or the social acti vi Ueo 
'llhieh are being teetered throughout the enUre f actory and the 
enUre Soviet Union, 

"Mel, '"' are witnessing and e:xperiencing great !hinge i n the 
U.s.s.R. We are eeeing the 1110st backward nation in the world 
being repidly transferred into the moat modern and scientific 
wi !h new coneepte and n"" social ideale com.ng i nto force . We 
are watching daily Socialism being taken down from the books on 
t ho ehelvee and put into actual application. 'o\lto would not be 
inspired by eooh events? 

- 4-
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•1 wor4 U>out ~ l etter. Y001 -Ucloocl t.bat • •• •••• 
•Keep ,.our .,.. OD t.ba S. P . It b«ln& &ttiliated t.o t.he Second Int.emat.iooal. I - DOt 110 oartaiD it 1a 'drittiJI& • in the rilht .ur.ct10D, certei~ DOt in the lJ.&bt ot NO&t nenta. 

•Let ua !mow cl&tinitelr -t 1e bappetl1nc t.o t.ba 1PSL and eleo t.ba 1Soo1al Prab~' ebb a t c.c.c. 
"C&n-7 OD the fi&ht tor a Sonat .a-rica. 

• Vic. ADd. WaJ..• 
'!he toraaoin& latter 1e thou&l>t tD be aipliticant 1na-ah u it del'1llitel7 ratlaota t.ba attita>da ot Walter P. -t.bar 1A ., .. ....,. ot 1934. 

In 1936 Walter P. Reuther -• a C. I.O. orc..n .. r en the Wen Side ot Detroit, 111cb1pn. 

3)2 

1ooontinc to 1Atorat10D 1A the filaa ot the Faclaral Bureau ot Inveotigation, Walter P. Reuther, 1n *7 ot 193?, at wbich tiM be-. Pruident ot the 11111ted .U~ lrorkera ot .a..rioa, Locel tl74, -• -ot tM epaaloera at a caat.......,. t or the Protect10D ot Ci'ril Rl.abte (.., att1Uata ot the eo-ltt" t.o .lid the Spaniab Dallocracr). Welter P. lllutbar, accordinc to tbie report, •• all .. ad to baft atated tbat ba bad uda a •tadr ot the heciat aituatiOD and t.bat be waa a dill01pla ot 1aDa LouiN Stroac. 1!e t'urtbar atated at t.bat tiM t.bat be bad ape11t tllo ,.are 1A t.ba Sonat OaiOD, wbera be bad worload 1A a taotory. 

Welter P. lleut.bar baa t11o brot.bara, Victor mel a.., &outhar, both ot .....,. are eaid to b& ... bee -.aced 1A td.ailar act1nt1••• 

- s -
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Accordl.rli to inlormation received, the appointment ot Walter P . 
Rtuthor wae oponoorod by Lee Pres....., , attomey tor John Lewio and other 
melllbera of the Intemational Juridical Aoooc1at.1on, 1.00 l'itth .h'enue, 
11., York City . 

There 18 on fi l e in the Identit1cat1on D1vio1on of tile Federal 
Bureau of l nveot1.gat1on a fingerprint record, reoe1'fed April 201 1917, 
indicating that one Walter Reuther was taken into custody w1 th one Victor 
p,eutiler, in connection with •recent sit-down otrikeo•, and t1ngerprinted 
by t.he Pollee Department or Detro1 t, llichigen. There 1o also a fingerprint 
record indicating that the - Walter Reuther waa t1ngerpr1nted, 1n connec­
tion w1 til an application tor a pistol pendt, by the Pollee Department at 
Detroit, llichi&C\1 on Jenuary 9, 19~. 

- 6-
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TREASURY DEPARTMENT 
3J4 

INTER·OFFICE COMMUN ICATION 

D ATa ){q 23, 1Cjllo 

ro Secretary Morgent~ 

Mr. Lh'ooey telephoned "" t blo afternoon ill reprd t o tbe doeuaento wblch 
he Mi oent "" laat nlg.t. conolltlq of a draft of a liner tro11 tho Dopartllont 
of State t o t he Canadian off ic1alo, aod trOll tbe latter to tbo Dopart.ont of 
State, o!fectin& an arrangoaent in oottlomont of tho dif ! eroneoo oTer the recent 
Con~lan oxchon&o r ogulatlone, requiring .&morlcano ttaporar1ly reeidont In 
O&Dada to ourronder their fore1p exchange hold1ngo to the O.....Uan authorltloo, 
e,;;~~ioot CN>adlan dollaro. 

l!r. LlToooy told 1:10 that Mr. Ooyoo , Secretary of tho Canadian ll'orelp J:r,.. 

cblle&e Cont rol l!o.ord, had bM n dovu hero laot ,..,It d1ocuoo~n& tbe &bon Mntlonod 
canor and haa DOV tolophened from Ottava vantl:>« t o lcnov Ybethe.r IODO IIUIO .. Dt 
:.:>:! ohortl,7 be raachod, or vhethor tho Canadian authorltloo ohouid get out a 
DOU ce tl<tendlng beyond Ma.7 31 tho u..., vltbln vblch a epoelal arr-ent ~ bo 
oegotlattd vlth tho United Statoo to exto~pt .b:orlcan oitlnno 1n Canada froa tho 
pro1'1o1on of the nov act , on a b&oio of 10110 aort of reciprocity. 

¥.r. L1naey otatod th3t Mr. KcDonnel , Secretary of the Caoadlan Le81't1on In 
Voeh!ft&lon, f lndo acceptable the Stat e Department drat to, 'but that theoe haTO 
DOt been oubaitted to tho authorltieo at Ottawa. LiTooey explained that Sectiono 
l, 2 and 3 art Canadian draft , vblle the drafting on reclprocit;r 1o prlnelpall;r 
.1:::,. r 1 eGD. 

l!r. l!ornetoin vao in rq oftlce vben l'.r. L!Teoo;r telephoned. I told Mr. 
t!Toooy that Mr. l!omotohl and I had stancod tbroll.&ht t he file, lccludlq tbo 
dr&!to roeth'od latt nlsjlt, and tbat we would l et hb kaov 111 ooon "" we hod 
ooce authority from tbe Troaoury Depart~tont to ozpreoo Ito pooltioo. 
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TREASURY DEPARTMENT 305 
INTER-QFFICE COMMUNICATION 

OA,. llq 2J, 19110 

.... O M Mr. C:Ocbru 
CONFIDENTIAL 

Sterlie« • .,....,. 4o.....ar4 toclq froa u op•lac ot ).2J-l/4 to a 1"" ot J.U-1/2 
lth 1D the athnooa. !he fl.aal q110taUoa wao J.U-J/11 . 

Saloo ot opot ohrltac b)' the olz repont., -.....a totaled. 1.1197,000 troa the 
t ollovi.DC IOU"CI11 ' 

B;r co.erctal co110en.a ••.. ... ••••••.••••••••.••••••••••••••••• . ..,.,.,..,,01)0 

117 t oralp -.....a (au-ope ) .... ..... .. .......................... . 
fetal .......... . 

Pvohao11 ot opot et•ltac •oaht t o I.JJI,OOO, ao latloated. bal"": 

B7 c~ r cial ooa.e.en.• •••••• •.•••••••..•••• • ••.•• . .. .•••••.•.• . 
:e,. forol,p bub (J'ar :laat aa4 au-ope) .. .. ...... . .... .. ....... . ";';~~ 

total .••••••• . • . 

'rhe follovlac roporttac 'baaD aold coUoa 'blllo t otall ac 1.11,000 to the 
Brlthh Control on the baolo of the otflclal rate ot 11.02-1/21 

I. 5,000 1U' the Im-c !net C:0"'*'7 
4,000 'b7 the JaUonal CU7 :a.ak 
2 ,000 'b)' the Ollaraat7 !net C011pa117 

'-11 , 000 !otal 

J. J)oy JODII hopo\ch fro• Load• otat ed. that Sir nacllq Wood, CbaDceUor 
ot the hchaqur , wae aobd ill t he Bouoe ot Cooeooao 1t he would coaal.41r ....U-c 
tho 'otop' oa JoMrloaa axchaace. !M CbaaceUor •• ropor ted. t o hen -e the 
foUovt-c wriU&D atet•nt la rop17, •It the _ .. u oa h that oterllac ohou14 
bt treel7 coaTeril'ble lato 4ollaro at t ho ottlclal roh for aU :pV])Gieo, I r ... 
, rot that la tho :preoet otre~aotaac11 t hh h lapraotloallh. U , oa the other 
hu4, t ho ncpotloa h that tho otf lclal rah ot ezchUI'I which heo :pNT&lled. 
1111Ce t ho w t breelt ot the war ohcu14 ao loacer be aalllta.laed., the r op17 h that 
I .. coulaced. 1t ..,a14 be aoet 'IUI4eolrable 1a the aoUo.aal latereoh to 114D:pt 
lh,lo ~ootlon. • 

Ia coatro.ot t o the weakuoo 1a oterliac, tho J'reach frao ohowed. a flraer 
ltn4oaCT toclq . J'roa u opeat., ot .0179, the rah laproTed. to a hl&h of ,0111-3/11 
at uooatlao. It clooed. at ,Ollo-1/2. !he laproT.a..,t ill the q'&Otatloa wao 
attributed. •lal7 t o tha ceoaaUoa ot J'reach fraac aalll b)' ltall.., lahreah la 
lhh •rlcot, Ia a441Uoa, H wao roparte4 that ort•• to b'IV',...,... froaca .,..e 
roctb14 hore f roa llalce l-ta4 la Surlch. Ia ralaUoa t o oterU..,, the croee 
rate aerrowed. troa 1110.51 froace :per :poaa4 to 176.59. 
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Dt'falopatDh ia the other aportct cvracita ware at followa: 

'l!ht Mu frt.DC no otte47 all da7. I\ clooed at .2242. 

JOG 

'!he diooouat for tbt Oalll41..,. dollar aarrowed t hh aoraiac ~0 20-J/1¥!> 
bll~ dviac tho athraooa, tb.et cvroaq heel .,. oaeitr toao, file fbal dia: 

couat wo 21-7 /!f. . 

'l!ho rdchaaarll: cloood at .llooo. 

lD Shallcb.ei, tho 7U&" .,.., UIIChaaced in torae of oterllac at '4-t/Sct. J.piaot 

the dollAr, it iaprowed 1/16; to 5-9/16;. 

Yo pvohaeed ~he follow1ac uoW>h of col.4 fr011 ~ tanoarlotd aeco""h of 

lht bub lll41cated: 

$20 ,000,000 froe tb.t llult of J'rt.DCo 
1,000,000 froa ~b.t latlollal llult of Belci-

froa tho lo,..t llult of tho llJI&doa of Yli&OolaTia 
'l!otel 

'l'b.tl Jedoral l!uorn llult of In Yorl< reported ~haS tho follow!A& ob.ipa.tJlh 

of cold were boiac cozodped to U : 

$ J,52S,OOO froa South .&!rica, tb.ippod b7 tb.t South J.!riCtJl l!eurn l!aalt for 
acooUllt of the Balik of Swedea, diopodtion WlkDowll, 

J,lOO,OOO froa In!:]•"", ohipped 'b7 tho llult of lnglaDd, to be eeraarlr:ed for 

ito aCCOWlt, 
2,247,000 froa lngl&d, tb.ipped 'b7 tho !!.all: of llaglud, for aecOUIIt of tho 

SVioe latl.ollel Ballk, diopodUoa uai<Dowll. 
2,115,000 froa Coloa'bia, tb.ipped '111 the Buk of the Coloabiaa llopublic for ih 

r.:..-:.:::-= acco""t, 41 tpOti tloa v.alalOWll. 
$10,990 ,000 !otal 

'l!b.e l!oabt7 cold price ad ... IICed 13; to $J6.S7. J. trader 1D oae of tho In 

York 'ba:lb iotoraed tho J'edorol llaoarn llulc tb.et hh baDk had purobaaod, • fn 

daJ• aco. a uall aaouat of col.4 1a l!oac ll:oac for ob.1pata~ to ladia .A/or Ult 
l!aitod Statoo. llo alated that tb.ia traaactioa wao ill tho aa~vo of a •trial 

1oallooa• , 8Zl4 ~b.e~ b.ia baDk had hoped to ob~aia froa t ho Iadiaa uthoritiu a 

Uceaoe h i aport thh Flcl bto Iadia. Be fiilall7 r-.rtod tb.et tho Iadiaa 

ao .......... t rotuood to IJ'81lt auoh a liccoe. 

'l!b.e lloabaT epot dlnr quotatioa aond off tho aqui...tut of 1/S; to 44.22;. 

Pari of 7totoMa:r', rooouioa ill tho LoDdoa dl ... r oraotatioao woo offaot 

~04a7. Sj>ot oilnr woo f1ft4 at 21-13/164, 1IP 5/Sct , &114 tbt for.Mr4 oraotatioa 

... , 21-5/Sct, 1IP 9/164. 'l!ht 11. S. oqai...teh, Dalc:alatod at tho Gp<lll aarltot 

rate for aterliac, wort 31.701 aDi1 Jl,l91 rtopooUnl7. 0a tilt bode of tht 

off1c1al aterllac-dollar rate, tho opot price wao eqai...tat to 39.66if. 

Baact7 aact ~ratted ita attt1 ... at price for fortlCD ailwtr to 35-1/S; 

104aJ. 'l!ht !'r•IIV7' t parchatt price for fortip dlwtr •• urb'"l"'l at 35;, 

!her• -· •o ~·o·N FiDE N tTi A~~ 
~-· 
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TREASURY D EPARTMENT 

INTER·OF'FICE COMM UNICATION 

DATil ilaT 2J, 1914<> 

TO 

"''"' llr. Coollraa 

STRI CTLY CONFID EN TIA L 
I aa thio llOOil 1Jitoru4 '7 llr. aou ot SecretarJ lhlll'• ottlce , to 

111111• I pooeA \be q-aeatloa 7 .. t10'da.7 "'-.lac• tllat the letter ot llaT 20 to tbe 
Pt'uldct h oa LorA Lotll1aa • • ~UTIO'ed pro.ptlJ t o tbe I'Hduat, tbrov.ct> 
1~ State Depart••t, Copiea of the la\ter nre ..U aaA cUotri'INtaA to f1Te 
or tix ottiooro ill tbe State Dapart.at wllo are on4;r1Qs the propoaalo ..U '7 
th• Bri tioh. It h IJIP"Oted tb&t tbere wiU '' a ... tills of thooe otfioera 
lhh attoJ'1loon or J'rida.7 .ora1nc to ealoo reco-Aatlou 'etoro Seoret&J'7 II'oll 
1001 t o tho Ca'111•t ••ttnc. H 1o poooi,le tllat the ~ate Depart-at -., 
eolllllll1cate with ua after thio MetiQs, or tllat llr. II'oll -., - tbe •tter 
to Cabinet . So far llO oao ill the State DepartMnt 1o ill a pooitioll to u..,... 
~~ •tt•r• with ua, pall41llc a clarificatlOil ot the ~ate Dopar-•o om 
pooilio:o , aa4 the oeloctiOil of a epolol-. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER-oFFICE COMMUNICATION 

DAft llq 2J, 1~ 

TO Sooret&rT Morp11.tbool 

••o" Mr. Ooobnll 

Mr. Pinoollt todar ~dod to •• tho attached cop, ot a ... oralldua, 
tbe or1giDAl ot vhich had beoll dolhorod to Mr. Dwm ill "'" ~arta .... t 
o! State, OOilCOl'lliJ>C fh>aDClDc b7 t~ .boricao l!ombor1 OorporaU011.. 

It 1o q opWOil that I oboul.d opeal< to Mr. Dwm Oil thh oubjoct to 
11acu .. ~~ qu ... Uoll ao to vhothor it ohoald bo roterrod d1roctl7 to t~ 
Securltln aod lbrcJ:>aocol C...t.ooi011.. 

•••••••• 
.Ltter talldDC with Mr. Bomotoh>, I hlophollod Mr. Dwm thio after­

noon, vho iato .... d .. that thlo -tor ho4 boon referred b:r hia to 
llr. L1YIIIJ. t1pcn pttlDc in touch vith Mr. Linoo:r I vu h>toraod that 
he ""' aoni!JD& ono cop:r ot t~ -oraodwa to the 'troa.11111'7 u d aothor to 
tho Socur1t1eo aod J:xchaoco Co.-.ioaion. L1'fo007 t hou,l>t that t hio utter 
concerned tho SoCIIl'iUoo aod lzcbap co .. looion moot part1CIIlarl7. 

Io at con'foroaticn vith Mr. Dunn, ~ told ao thot tho State Depart­
=•nt thought vo ohollld vatoh ouch traooaotiono vith ooet care, oii!.Co ho 
undoratood thoro had bon qiUte a bU ot Ouaao CIIPital f1lter1Df; into 
Dlltoh or oo-call od Dv.toh concomo. 

308 
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l t i e uoderetood the~ t he Ame r i can 8~ber1 
Cor poraUon lae OPJ'Il led to the o~curi u .,8 end .:Xohe.nge 

Comuiaaion for permieoi on t o 1aaue 70, 000 e horee 

~t oommon etock (holt of t hem ~ etook ) , value about 

\-1 ' 300, ooo. The i ntention of t he company 1a apparen tly 

to uee the proceeds ot' th1e h sue an~ 1 ts o .. n liQuid 

reaouroea t o pay t o the Alge~eene Kune tzljde Unle N. V. 

or Arnhe~, Holland:-

{a ) about el, 200,000 in l'epayment to 'lenan 

guarantors of Interest veld by them on prefer­

ence atock In the Ame tlcan aemb~ra Corporat i on, 

the ¥U•rantora' clalma hov t na been ae~ulred 1n 

t he latter pert or 1Y39 by the Algemeene 

r.uostzi jde Un1e H. v. 1 and 

{b ) abou t •860, 000 1n r espect or arreere or aln~lni 

fund for pret'erence shares held by ~he Alsemeena 

Eunatzi jde Unie N. v . 

I t is underotood tha t the real con~rol , both 

or ,;he /.medcan dembo:rg Corporation and of the Algemeene 

.tunetzljde Unle 11 . v., Ia l n Oora~an ha nds (even 1101ort 

r ro01 t he pr esent oecup~otlon ot' dollen<S ) , and t he re 1s a 

at l'ona probebil1 t)' t na t any tunda reach1n~ the Dutch 

oomveny wovlc be at ;he diapoenl or the G~rman controlling 

interea t a and thr ouah them a t the diepoaal or t he 

O!.!.rlften Uovermnent. 

•~ miaht be aekad whether it 1a legi tima t e 

tha t ~he proceeds or an i ~aue auoh aa 1e propoaed ehovl d 

b" U 8tld f'o1· tnt: J,JUrpoaO of p&yini ¥\18rantor S 
1 Olaia>S i n 

reepeot of' 1atereet, and a rreare or sinking tund , due by 

~be American oemberg Corpor e tion. It m!ght also be 

eekad whe the r lt is leaitimate t ha t t he proposed 

N3 :OHSP :N'r 
lllnking/ 
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a1nk1na tund paJmen\ ehould bo made in r~apecc of 

one selected aroup of prerorence eh~reM lssued by the 

Corporation. l.l\aUy, 1\ might. be asl.:ed lfhether the 

t ransection would not r equire s licence !roo the 

Uni ted States '4reoeur:t unCcr the f:xecuUve Order ot 

Uay l Oth, provi ding for t he control of tranabctlona 

rela~ing to property interes ts held by ,ollord ~r 

by Dutch na~1~nola. 

--. 

Regraded Uclassified



TREASURY DEPA RTMENT 31.L 

INTER..CFFICE COMMU NICATION 

TO 

llr. Coobrall 
STRI CTLY CONFIDENTIAL 

llr. Pinoent called on u at 12130 todeT. Bo h ok up t hroe or four 
u.Uer1, 

Pinaont otatod t bat after t&lkiag wi th M Ttttorcla:r he bad cabled London 
tbat "" would iuuo iutruct1ona to our cllpl-t1c and conoular offlcora 111 
Srltaorl.ud, aloac tho Unoo of thooo t ent to tho llothorl.udo, 1f tho Swi .. 
requutod 1t. 

P111aet coofl.rMd the loformatlon 11hieh he bad «tnn .. late Ttotordar "'niD& o,..r t ho telephone , DUel7, that tho c opr of tho loUor 'lh.tch Lord 
Loth!., hod a44reaaod to tho Prooldont =dar date of lloT a>, had boon pro­
rlllad t ho Tr•onrr Deport..,t cllroctl7 b7 tho J r 1t1oh llllbaoq at Secrot.arr 
Bull 1 o on ~otion, olnco the State Depart•ent • • •~• that ..,.,ral of 
the pointe 8811tloned therein toll within tho 'l'roa.,...,.•o field. 

llr, Pi uont a.lood tbat I let tho Sooretar:r know that no reply bad boon 
recoJ't'Od 111 r oprd to tho oaggooted Ylolt ot Sir J'redorlck Philllpo to thh 
countrr. 'l'ho labaoo:r dooo 11ot fool that, in Tiow of roc 011t doTolopmeuto, l t 
Ia in a pooition to prooo thio matter uolooa tho Soorotarr urgoo it , 

7ollowiac tho conToraotion with t ho Proald011t which l ed to hio letter of 
11&7 00 , Lord Lothian baa cable d hio Govorl18ont 111 regard t o our co!ICorn OTor 
:be aatoprdlJIC of Jritlth aocuritloo and gold, !he .Labaoaodor repor t ed tbat 
ho •• ou:ro • would «!To the 1100oooarr iutruct1ou to onr conoulo ill tho 
Sr ltlth Ioloo 1f thol.r a .. lotai>Ce alght bo required b:r t ho Jritlth 111 connection 
rltb tho dlopoaol of oecnritleo. Tho Jr1U th ~ baa aokod for 111otructlou 
b tho pr&81ou , bnt baa rocoind DO word ao t o -t tho Jrit ith offlclalo are 
doing or •r doairo fi'OIO thio aldo, 
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~T Ri CT LY C ' i\llu ~.- .. 
TREASURY DEPARTMENT 

'I. 
I ' 312 

INTE R-oFFICE COMMUNICATION 

DATE 1[~ 23 , 194o 

~:r. Knoke telephoned me this noon to tho effect tht\t the llorveglc 
::lollter blld d01ired t o draw on fw>da vlth the ll'ederliJ. under the nev 
arr~lm4nt, bu t that the authenticated •l&nature vhlch the ll'edoral bll4 
roauute.i bll4 not yet been receind, Knoke bll4 boon lnfot'llled by the 
~orwgian !Unllter that hia aignature bad boon ouba lttod to the State 
)epMt:>ant tvo or three ~· &&Q vith the undernandinc that it vould be 
011tbentlc"t ed and f o i'VIIl'dAd to tho ll'ederal, 

I bnn nov tall:ed vi th J.!r. l!ullb CWD!ngo, I n cbarp of the Seandl­
OATion doole In tho Departaent o! State. l!a conflr11ed thAt t he oigz>nture 
of tho Xorws1o.n Klnloter bad been rece ived clflll' before yeatordflll' 111 
~r. Cumlnca ' aboence . Mr. Cu=i"Ge had prepa.rod "lottor, upon hie re­
turn f rorl liev Yor k yeotorc!A,y, btlt llr. :Serlo had not been preaent to alo> 
it . ~hie letter, trano~ltt1llg t he authenticated olgoaturo to Hev York, 
voo tuppoood to be on Mr. :Serle ' s deak. Oonoequently, I opoke vlth 
llr, l!erle ' o oecretary and aeked urgently thot tho letter be OillJlod and 
cail•1 to Nev York tonight. I then informed ~r. Knoke no to the above 
~octo. llr . Knoke , in turn, told me that tho trnnoactlon vhlch the 
:·orvo~:lllD ll.lnlater hao asked the :i'ederel to take care ot i o "" order tro,. 
~lc , act forth in a letter dated ~ 22, for the Federal to pay $150,000 
to tho !;e., York 1'ruat Cot:lp&l1:r, thla anount t o be placed In a opeoial ac­
count 'Chriotla.nlo General St orebrcd • . for tho excluaho uae of t he 
!o;ral llorvo;>lan LtG&t i on in 'laehlngton.. 1'hlo acount lo to be debt ted to 
the !:orgoo :S&lll< account. Knoke asked t hot thio 114t tor bo brOUGht to 
l~. !ernatein ' o attention for the ioouance of a llcenot eo thet the pa:r­
-.nt C4ll be !:lade at ooon ao the oignature letter 1o rocolvod tro. the 
~t,.nt of State. Xnolte nu:wrlei me that the ~roaoury ""' tolci "G .,... 
or these diplo=atic applicntlono , and hoped our l l eenot voul.i not be 
lhitod to t hh ollll:l• tranoactlon. 
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TREASURY DEPARTMENT 

INTER-oFFICE COMMUNICATlON 

DAft MAT 23, 1~ 

fO S.oreta~rgen\llau 

Xr. Haa "' 

Current lopeente in the B1gh-grade Seour1tiu Karltetl SUbJeatl 

SIIJOW\Y 

(1) Treae~&l'J .. wr1 t1ea broke aharpl:r '!'uee4&7 on reoe1pt ot 
~&ntaYorable war newa, but :reaterd&:r'• loaeee were a1nor. 
Treaeurr aeour1tiee are now at new lowe tor the OIU'I!'ent 
oriaie (Charta I and II) . 

During the weelt ended Ma:r 15 - - the period ot greatest 
urltet deoUne - weeltl:r report1ng aeaber 'banlte in Bew 
Yorlt Cit:r 1noreaeed their hol41nge ot Treaeur:r 41reot o'b-
11gat1one b:r ~ a1llione. GoYernaent eeouri t:r purohaeee 
bJ the Federal a. .. "' s:reta during the current or1e1a 
han totaled $10.11- a1111one. 

(2) High-grade oorporate eeountiee deolined aarlte4l:r on 
Tueeda:r, but reaoYered elightlJ :reeterd&:r (Chart II). 
The tendeno:r ot aunioipal. 'bond prioee h&e been downward 
thro~~ghout the orieh. 

(3) Recent deYelopaente in the Ellropean war b&Ye resulted in 
the poetpon•ent ot at leaet three new 'bond otteringe in 
the paet weelt. :Deep1te the un .. ttleaent ot the aarltet, 
hovenr, the United Statu Steel Corporati on laet weelt 
euooeeetul.l.:r tlaated an iuue at $75 a1llione ot .. rial 
debenturee. !hie ieeue 1e unu.ual in that eaah eeai­
annll&l -tur1t:r beare a 41tterent ooupon, and that all 
aaturit1ee were attered at par. Ottering :r1elde are ebown 
in Chart In:. 

( ~) The net 1 righte nlue1 ot the 3-3/S percent TreaeUl'J 'bonde, 
dlle June 15, 1e onl:r 17/32. R1gbte n luu on the whole 
are the loweet einoe laet Septeaber and1 with that exceP­
tion, the loweet e1noe the end ot 1937 \Chart IV) • 

(5) The dollar 'bonde at toreign goyernaente, exoept thoee at 
Norwq and Denaarlt, tell in price during 'ruee4&7'• break, 
b11t the seneral tendeno:r :reeter4&7 wae one ot reoon17 
(Chart V). Para4ox1o&ll;r enough , Bri Ueh ooneole aDd 
PrenOh rentee were atrong an 'rueed&:r, deepi te untaYOrable 
Y&r newe. 

Regraded Uclassified



• 

IIotta 
~-3 :roar • • • . . • 

3 - 5 :roar • • • . • • 

Bonde 
---; - 15 roar• to oaU • • 

15 rear• ad onr to 0&11 

ll&i io- : ll&i IS: : iAi 21-
l!a! 11j. i ICy 20 : ICy 22 

- .1J + .01 - , OJ 
- .JO - . 02 - .07 

- 2.16 + ·05 - .16 
- 2.J1 + .10 - .17 
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!ho anr.ce ;r1114 of 1oac-terw !l'eaftl")' boll41 lllorealt4 
throe Ml11 po1atl oa !'uel4a:r to 2. 46 ~roeat, lllat reaa1at4 
UDOllallp4 rt~to1'4&7 ( Chart II) , 81Jiol ~ olo .. o.D llq 9, ~ 
Pl'loo deol1.Dt1 of \ho ioac-t.rw boa41 ban 1*11t4 the anl'llgt 
to 1aorea" llr tw1atr-ou bal11 po1ato 1a all. 

Dllr1DC tho week ta4e4 llq 15 - \ho per1o4 of ~harp aarkot 
doo11ao &OOOilJie.IITl.Dc ~ 1rfaa1oa of tho Low Ooutl'ltl - YMklr 
reporuac ••lltr baakl 1a • .., rortt our 1aorea•t4 tho11' bo141q• 
of frtaftl")' 41root oblleat1oa• llr ~ a1111oaa, aboat 6o porooat 
Of whioh IIIII OO.Dellt04 Of fl'oa1111'J' bo.D41o ~l't1JIC 'ballkl ftt­
aida of •ow York our 1Doroa•t4 tholr 'rrta1111'J' boa4 hol41ac• 
br tl~ a1ll1oa.. J)Qr1q ~ OUl'I"'Dt orh11 tho ro41n1 Bo .. rn 
Opoa Marltot .&ooout hal p!ll'Ob&lt4 a total of $10.~ a11Uoa• of 
fi'I&IUI"J' leovi Uti. 
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II . Other Pouat1o B1!!h-gJi'!4t 8tov1t1tt 

H1.gb-gn4t corporate boDdt tell 1barpl)' on fuuda)' 
but reOOTertd al1ghtl)' )'tettrdAJ (Chart II). Tbt &TI~t 1 

yield ot b1glrgradt corporate bonda, aoTiilg 1nTerael)' to 
pr1oea, oloaed )'tattrdaf at 2.98 ptrotnt. Th1t oa.par,e w1th 
an aTeragt )'iel d ot 2.70 perotnt on Jila)' 9, Ju•t prior to tbt 
beginning ot the current war or1t1t. Kun1oipa1 bondt baTt 
fallen alaoet oontinuoual)' einoe tht beginning or the orh1a. 

III. ltw S.curitf Ittutt 

The 1ntentif1cation or the European war bat unsettled 
the aarltet tor new 18Cur1t1ee, and bat reeulted in the po1 t­
poneaen1: or at leaat three new orteri.ngt w1tb1n the put week. 
!he three referred to cona1tttd ct $60 a1lliona ot bonde ot the 
Texat Corporation: $32 a1.111one or bonete and 150,000 !haree 
ot preferred atoolt ot tbt In41anapol1t Power and Lj,gbt Coapan7; 
and $7 a1111ona ot bonds or t he State ot Ktw llaaptb1.re. I n 
t he oaae ot the ••w Haapeb1rt ieeue, bidt were aotuall7 rectiTed 
on t wo at parat e oooaa1.one, but were reJected eaoh t1.ae at inTolT-
1ng too h1gh an interest ooat. 

A notable ezctpt1on to the general t enor or the ntw 
i ssue aarltet wae the 175 a1ll1ont debenture ottering ot the 
United Statet Steel Corporation, aadt on WednetdaJ, Mar 15, 
which i t reported to baTe gone well deapite the unaettled ooD­
dH i on ot tht aarltet. There wae a good dtaand tor the debe,.._ 
turee troa 1aet1tutiona1 inTeatora. 

!be United St atet Steel 1aaut oonaitted or aerial deben­
turee aaturing aea1annuall7 troa loTeaber 1 , 194o to Ka)' 1, 1955· 
I n oontraet t o the uaual prioing praot1ce ot tu1ng a Halted 
nu.ber ot ooupon ratet and offering the •ariout aaturitiet at 
different pr1cea, each eea1annual aatur1ty beara a different 
coupon, ranging troa .375 peroent tor the ahortettto 2. 65 per­
cent tor tht longe1 t. All aaturit i ee wtrt otttred at par. 
Thue the coupon on each aatur1ty it the taat •• the )'itld to 
aatur1t7. Chart III ebowt t he ottering )'itl d• ot the Tarioua 
serial debenture• and, tor perapeotiTe, tbowa the ooaparable 
Jieldt ot United Statea Trtaaury bonda. 
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Secretary Korgentbau - ~ 

IV. Val.ue ot 'R1gbta• to Puroha .. 'l'raa111rz Securi tlee 

The price ot the 3-3/8 percent Treaa11r1 boD4e called tor 
redemption June 1 5 vaa 100-2~/32 on Wednea~r. KaJ 22. Tbia ie 
onlJ 17/32 in exceaa ot a &ero Jield to aaturitJ. A preaiua 
ot the l atter amount on a nev ieaua ottered in exchange would 
permit a purob&aer ot 3-3/8 1 & at the current prioe to "break 
eYen• -- a aeuming that the uee ot the aonez between nov and 
June 15 ie ot no value. Tb1a ia the 1oveet 1 righta value• on 
a antur1ng Trenaury ieeue einoe Deoeaber 1937. 

AI previouelJ noted, t he prioee ot abort-term Treasurz 
aeour1 t1ee --i.e., thoae due v1th1n the next two or three 
7eara - have tal. l en al.ong vi t h thol8 ot ot her aaturi t1ea. 
!bie decl ine a&J be due to a change in etteotive intereat 
ratee on abort-ter. aoner1 or it •az retleot a change in ~e 
market' • anticipation w1ta reepeot to tuture freaeurr retund-
1ng operationa. The aarket aotion ot HOLO 5/8 ot 1 percent 
notee, due Ka7 15, 19~1 , euggeete, however, that it has been 
due more to intere et t aotore than to r i ghta taotore. The 
zield ot the one- zear BOLO notee (v1th reapeot to vbioh an 
exchange otter ie not expected) i noreeaed t roa . 1~ percent on 
Ma7 6 t o · 37 percent on Wedneedaz. 

Irreepeotive ot 1ts cause , however , the decline has 
tended greatlr to reduce t he extent to which ehcrt- tera Treaa­
ury eeouri t1ea are eelling at pricee in exoees or a &ero 7ield 
- - and eo greatl y to reduoe 1 r1gbte values• ae conventionally 
oo~puted. Obart IV above, ae ot zesterdaz' • olose, all ieeuee 
ot direct Treneury eeour1t1es selling at pricea 1n exceas or 
a zero J ield, either t o earlieet redemption dnte or to the 
next pr eceding regular Treaeury financing date. 

Ae or laet night ' s o1oee, there were only tour ieeuee or 
'l'reae11r1 eeour1tiee aelling a t pric .. in exoeu ot a zero 
71eld t o ear1ieet red.-ption date and only eight issues sell­
i ng at prioee 1n exoeee ot a zero yield to the next preceding 
regula.r t1nanc1ng date. Both baaee have been &bovn beoauee 
or the unoertatnty vtth reepeot to t he etteot ot the war 
orie1e on tuture Treasury tinanoing operatione. On either 
baa1e, rigbte valuee are nov the 1oveet einoe laet September, 
and with that exception the loweet eince t he end or 1937. 

1 ' .. u 
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T. rvra11! GoYaraaaat Beoarit1at 

!be 4all•r -. ... of foreicD COTeraaeate, ezoapt tbota of 
IOI'ft7 &D4 :0.-.rk, 4.Hl.laaa 1a pr1N oa !llatda7 (CIIut 1'). 
rov of tha 1, ... , t11Gwa 1a ~ ollart;, howner, reiith!'M 
pr1oe plat 7 .. terda7, lltlc1&a aa4 Ital1aa bon4e aore tllaa 
atk1DS up their loteet ef the preT1ovt 4&7. 

Para4ox1oa117 enovp, the 1Dte1'11&1 eeovr!Utt of Great 
Br1~&1D an4 Jraaoe were ttroDC on !Uet4&7 when the war aewe wae 
41et1notl7 vafaYorehlt far the All1ee. Br1t1th 2-1/2 peroent 
oooeoll rote 1-1/~ pointe on that 4&7, bllt loet J/4 of a po1n~ 

r
t~er4a7, olot1Dg at 71-J/4, to 71tl4 Jo52 peroent. Prtnah 
perOIDt rtDtat l'Ote lo55 po1att OD flle14&7 tO 7lo75J bllt r111 
ok r .. ter4&7 to 71.20, eqv.1ftltat to a 71114 of 4.2o paroeat. 

!ti&obaente 

• 

~ .7 
~ ... 
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G!101JP WEE'l'INO 11&7 23, 1940 
10100 a .m. 

Present! llr. lfcRe~olda 
YOUJlS 
Gas ton 
Vlhite 
Graves 
Haaa 
Cotton 
Harri s 
Cochran 
Foley 
Bell 
Schwarz 
Klots 
Sullivan 

H. lt . Jr: 

Poley : 

Gaston : 

Foley: 

H. P. Jr: 

NcR: 

H . ~~ .Jr: 

Schwarz : 

H. lJ . Jr: 

Kr. 
Mr. 
Mr. 
Llr , 
!ir, 
L!r , 
l!r, 
f,lr . 
llr. 
llr. 
L!r. 
llra 
Mr . 

Today 1s Ed's birthday. flh&t 1a it, Ed , 35? 

That 1a right . 

You aro eli gi ble to bo President now, aren't 
you, Edt 

I can run. 

Mr. Mc ReynoldaT 

I d on 1 t have anything. 

Chick, did you get that rued upt 

Yea , air. 

I have got the r ecord completed on that con­
ference n th the Prea1dent 7eaterda7• 

That fellow that called up , you know, I told 
hJ.m the answer waa no. He aaid he had already 
had b1a ears knocked back b7 the Secretary and 
ho wasn't going to stick t hem out a gain and 
thnt he woul d t ake your anawor. 

Is that wha t he sai d? Well , it 1S moat r i di cu­
lous . I knew Tom Beck 20 years ago and he 
cal led up and I thought for old timoa' sake I 
would answer the telephone . I said hello to 
hJ.m, -uow are yout" He 1a president ot the 
Collier• and Crowell Publi shing Company and 

323 
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I:. L. Jr : 

!JcR: 

;..:ct : 

~ . :· . Jr: 

"/hi t o : 

' 

- 2 -

so forth and so on and he says , "Now , Henry, 
I would l i ke to know whe thor I can put a red 
neon sign on the Treasury to advert i se this 
aviAtion chamber of commerce meeting thnt is 
coming Sunday, " and I said, "ilell, Tom, I have 
got a pretty good senoe of humor , but it seems 
to me it is pretty silly for you t o call me 
up in these times on a matter like ths.t . " can 
you lmeglne? I f elt like saying , '~'lhy don't 
you call up the President? ~ybe he could 
help you out. He hasn't go t anything to do.• 

Of course, what happened was , they called me 
and I t<>ld the1:1 no and apparently Toe , knowlns 
you, thought he ~ould get a dif ferent answer 
by calling you, but Tom said he was very 
~ieved as far as I was concerned, He said, 

I am not going any furthe r , I will tal(a your 
answer." 

Ylell , I just •ranted to mako sure he didn ' t get 
it . 

He didn't get it, 

0. K. knything importan t ? 

No. 

Dan? 

Harol d? 

Harry? 

You may have no t ed that China h as been selling 
securiti es very heavily for t he last three or 
four days 1n the Far East and we were wond~rlng 
l>t>A t it Yias and we c;ot in touch '11 th t he Sr.C 
and asked them to make invost1gationa , s ince 

324 

• 

it rras occurring over f OUl' do.ya consecutively 
and we have got the conco rn' s name and "e are 
trying to find out how wido they are e.n~ i~ 

1 
t 

possible who is selling lt and so on. I.e aven 
any de f inite informati on yet , but we may have 
some by tocorrow, but i t is a very unusual 
circums tsnce. 
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H .~ .Jr: 

3ell: 

!1 . ~.:. Jr : 

c ·:lh1te : 

l lh1te: 

H. !4. Jr: 

!l. ll . Jr: 

·7h1te : 

H. M. Jr: 

llhtte: 

H. u. Jr& 

Mr. Bell, you didn't report on your trip to 
Mr. Hull yesterday. 

That i s right. Well , it wasn ' t very success­
ful . Mr. Hull , of course , didn ' t have a lot 
of time to give to it and we wont down in 
Dr. Hornbeck's office and talked for an hour 
or so and it finally wound up that Dr . Hornbeck 
was t o tell the Chinese Ambassador that his 
government did not want to receive their cable 
and that he had no sugges tioM to make as to 
a reply but that the State Department would go 
on and consider the memorandum which o:te left 
with them and we will hear from them later and 
he said undoubtedly it .-ould take two or three 
days . 

Harry? 

There is a personal communica tion to you froc 
Nichol son from the Bank of China . They want to 
make some arraneement to safeguard their pro­
perty in Shanghai by creating an American cor­
poration. We will take it up here . 

Please. 

This is a matter of a little inte rest . The 
trucks whieh apparently China has in Indo- China 

They are s tuck, 650 or t hem. 

They are holding them. 

650, 1s that right? 

648 , 1sn' t it? llo , 650. 

Just checking up on myself • 

You may also have not1ood tho statement tha t 
there was a feeling that about a third of ~e 
Netherlands reserve of gold was left in Ne or-
lando. 

Can't you gi ve me any good newst 

• 
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\'Illite: 

H, M. Jr: 

1,'lh1te : 

H. :J. Jr: 

7lhi te : 

M.N. Jr : 

Vlhite : 

ii , JJ . Jr: 

Bell: 

n.w.Jr: 

\illite : 

H, J.l , J r: 

\lhite : 

H, !J . Jrt 

l'lhite: 

H. tl . Jr: 

White: 

- :s -

\Yell, I have got a letter here that I have 
been trying to get you to ai19" for a couple 
of weeks , It is good news for somebody if 
you aign it. 

Vlhat is it, a raise for aomebodyt 

llo , it 1s just that Chinese letter that 70u 
were going to consider, 

can I read 1tT 

Oh, yes . 

I mean , is it in Olineset That puts me under 
great handi cap, I have got to aign it. Uell , 
I would love to do that. 

That is fine. 

That is easy. 

Does it cost us o.nythingt 

326 

No, the onl7 t hing I am opposed to ia this an t i­
stabilization club, these second- story workers 
who stay up nights tryi ng to fi.nd new ways to --

'l'ha t ia very funny , because there is another one 
coming in tomorrow rrom J.lr , llellea. 

Incidentally on that , do you know what the Presi­
dent calla the stabili&ation fund! Hy youngest 
child. Be says that is the way I treat it. 

It ia more like catnip with a lot of tomcats 
around. Let's let that paae. 

All right , go ahead. 

Take that out of the notes . 

Oo ahead, Ba~. 

~t ia all I have. 
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R, !f,Jr: 

Harris 1 

H, M, Jr: 

Harris : 

H. M, Jr: 

Harris: 

G·aston: 

li , U, Jr: 

l!arria: 

r1111te : 

Harria: 

H . :~ .Jrr 

Harria : 

- 4 -

It 1a enough, 

There are five shi p a 1n llow York that o1ther 
are loa ding or will presently load for Italy 
and they are taking full cargoes , 1n one ca se 
ateel , 1n another caae benzine, and the other 
one baa the tol uol and 'llhat- not, The f1rat 
of thoae ean•t arrive - they are very alow 
boata and they can ' t arrive 1n Italy Wlt1l 
JUne 15, None of theae ahipa can reach Italy 
before the 15th or June , even if they are not 
held up by the Brit1ah control, If that has 
any bearing on t he a1tuation, it would look 
like there baa been no effort !!&do to call 
b&ck Italian ahips 1n a hurry. 

I tell you What I would like TOU to do. I 
would like you and Oaaton to aoo A. A, Serle 
and between you and Serlo, settle 1t, Between 
you and Gaston and Serlo, aet tlo this thing, 
see . 

\Vhat do you mean, aettle it? 

Well , either that we are going to let them san 
and no monkey business , or so'me monkey business. 

That baa all been settled. Until some legislation 
pasaes , there is nothing we can do . 

There 1a nothing wo could do but a short delay. 

I thoui!P t you had a way o f holding up that one 
shi p . 

327 

VIall , I haven't given up on that ye t , It Just 
depends on wether my !lW.n makes good. Unfortunately, 
he baa been drunk for five daya. Be ia under in­
dictment aa well. 

Wha t i a your other friend doing, Baa1lY 

Bo i a going to s tagger to victory. 

Federal indi ctment! 

Yo a . 
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H. W. Jr: 

Har ris : 

"'ole;: 

E. · · • .J r : 

r .. cR: 

ll.c !1: 

',,l\1 to : 

H.:·. Jr: 

l!arrls : 

H. M. Jr: 

Ha43 : 

H. )! . Jr: 

' 

- 5 -

Tha t ought to b e helpt'ul . 

lle is a labor leader. I won ' t c ive his nlll!le 
public ly. 

Mr . Arnol d was around here yesterday nnd telling 
me he woul d help, he would turn the a t es.m on or 
o ff , ,any way I want it . I mean fa ce tiously. He 
hasn t got much sense of humor on himself has 
he? ' 

It isn't very good . 

Hi s crowd liked what I said, but h e dldn ' t , d i d 
ho? I ..-as surprised, because he 11ke s to give 
1t so •.-el l to other people , but he coul dn ' t take 
it , could h e? 

Well --

He didn •t t hink i t was so funny . 

I know, but give him time . Ho will laugh about 
1t later. 

There i s a draft of a bill that ha s been pre­
pared which the State Depart!:lent has thnt would 
give the President very broa d powora to handle 
just this situation . I f the State Depart~ent 
knew - proba~ly they do know about this toluol --

It .... a told us b7 tbe State Departn~ent . 

Oh, thor know all about 1 t . 

O. K. 

Procurement Department, everybody knows about it, 
but there just 1s nothing we can do a t the moment. 

Oeorge? You haven't given mo that one on where 
the steel ingots are . 

Oh 
1 

I was planning on giving you t hat tomorrow • 

Is that when rou will have itt 
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r 

• Haas : 

H.M.Jr : 

Hnas : 

H. !' . Jr : 

l:lotz : 

~ . J.' . Jr : 

Haas : 

H. :.I . Jr: 

17h1te : 

Harris : 

H. M. Jr: 

l"ihtte : 

- 6 -

I had it for thls morning but t he map wasn't 
made. 

Are you also overslept? 

No, I am all right. I don ' t think so. rlhat 
made you ask? 

This is get~ing a little t oo rousn around here . 

If you want to toll i t , I will f!P out. 

Go ahead , I can take it . 

llo , it was on ~c yesterday, so 1t is all M.6ht. 

I t hought those telenrruos were very encouraging. 
\'/e have these 26 business concerns who report 
weekl y t heir orders. One of thom tol d me that 
bus iness had gone t o pot, so Oeorge sent out 
tel egrams and he has hoard f rom practically 
all of them with the exception o f t oo , I think. 
~eir business had not been disturbed last week 
and t t was going along at the same rate of in­
c t•eaae as it had r ight along . Is that about 
right? 

That is right , and three of them showed rather 
large increases. 

329 

It just shows how one man co:nes 1n here and tol d 
me his Whole business had coll apsed last week, 
a bi g manufacturer. You can ' t €0 by one isolated 
instance. 

He mua t have been producinG French flags or 
something. 

French dictionaries. 

I am just laughing because you are so silly, not 
because you are funny , Rarry. I don't want you 
to think that t hat 1S reoll y wit. 

On the contrary, I think it is a very witty 
remark. 
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I am for anything that will g i ve 11 good laugh • 
Q, K. Y 

JJa 

I talked with Johnson thia morning o.nd he can't 
f i gure out any way in which they can advance 
the roleaae dates on that powder to the Briti s h 
but he sent Colonel l.lacl4orl and over and I think ' 
he is in there now. I don't understand what he 
mew1s , but 1 f we can figure out o.ny way , he will 
try to be a good soldier. 

Listen, I mu s t - well, s ee if we Can get i t the 
first of June. 

Yea, sir, 

And I will take the first of July if I blive to , 
but I would like the first of June. 

All right. 'Ihere are two things . rle ~·ant 400, 000 
pounda a month starting t h e first of June . Now, 
it is 200, 00 0 starting the first of Octo ber. 

Oh, that is terrible. 

And I am trying to --

\'loll , he bas got to be 11 good soldier and I will 
tel l you what we will do . Lot ' a stick to the 
fir st of June. It is Just as easy to sti ck to 
the first of June. riill you do tha tf 

Yes , sir. Suppose they o f fer 200, 000 start1n0 the 
f irst of June? 

I don' t know the pl c ture , I would hl1 ve to go 1n to 
l t w1 th you. Don • t g ive in anything without coming 
to see me . \/hat elsef 

'lr Young suggests that we had better talk with 
p~vis again before we give t hem the final t~ord 
on t hat. 

I think we also ought to talk to Colonel Burns. 

On what? 
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Powder. 

Well , if you two fellows could carry the ball 
up to the place you are stymied it would hel 
me a lot. ' P 

All right , s i r. 

And I tell you what the t wo o f you might take 
on together , as l ong aa you have contacted Louie 
Johnson, is t hose machine guns for the airplanes 
for the Allies , t hose 14,999 machine guns they 
need, Colt. That 1a s tymied in the Tlar Depa.rt­
ment , too. So I think if you - do you know 
about itT 

No , haven 1 t hea rd of 1 t . 

Well , the munitions - -

This is a n ew system. 

They were all afireed and ready to s i gn last 
Wednes day \'then Louie Johnson a topped t hem for 
some reason or other, 

You mean t he l'iar Department was ready to re ­
lease? 

It was just a new order, br and new 6U'\S • '!hey 
need these guns for t ho planes and the President 
last Friday at C&bi not tol d lloodring he want ed 
it done by Saturday. 
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Is that t his Colt contr act along with the t wo 
million f ive hundred thousand capi t al assistance? 

That is ri~1t. Give t he stor y to Sul l ivan. 

YOUD&I I don't think I have it all. 

II . !I. . Jr: - Vlell , get it and fi!)ht i t out . 

Sullivan: Vlho knows it , Purvis? 

H. !.! . Jr: 

'· 

Yea. Will you , because it i a a question of worklng 
i t out with Louie Johnsen and I would like your 
help, John. 
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BallantJlle knows the story. 

Bo.llantJlle does? 

I think so. 

Ian' t there a majo r question of policy there 
as to the Allies putting up all the assistance 
while the Anny 1s getting so~e or the powder 
at the same t i met 

I don ' t know what it ia . 

'l'here 1s a major <peation there , I think. 

I don 't know, but I wou l d like Sullivan to hel p , 
because it is a question or sitting down and 
sweating 1t out with Louie Johnson. I talked 
to Louie last week. Friday at Cabinet the 
Presi dent said to settle it. I spoke to the 
President lest n i ght on the machine guns &nd 
the powder nnd he said, "Settle it by tomot't'Ow. " 

He want ed them to go out in the Cabinet room 
and settle it before they went home. 
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So I think, John, it you could get 1n on thi s, 
it would help. I mean, you have got time, haven't 
you? 

Yea, air. 

No comments . 

Chick? 

I 'IIOuld l1ke to check en t hU reference to Dr . 
Mead and Profe ssor Taylor as special advi&ers 
1n connection wi th Government procurement related 
t o the national defense program. 

Special advisers to met 

You have appointed them as speci al advisers. 

Have you got a release on itt 

• 
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It will soon be ready, 

lloYI does it got 
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Secretary Mor genthau today a 
ment of D1•, l.!ead and ur. Tay~~~~~ ~~=i~P~~~t-
as s pecial advisers in connection with Go lea 
procurement r elated to the nat i ore l defe,;ernment gram. e pro-

Does tha t sound all r i ghtf 

Specia l a dvisers to whon' 

Secretary of the 'i'reasury . Do you want to i den­
tity 1t turther' 

I say, too , that they have been designated by 
the President . 

Oh, let me do i~ verbally, and just have their 
history . CUt off t he rest . F.ave you cot the 
history? 

I have the history following . '.le can fix it up. 
rio can g1 ve them t he hintory aftcrttards . 

Yes , I will just tell them who they are and say 
that you have a release for them. Bette r let 
me do 1t myself . 

There 1s one other important 1tom that is going 
to need a solut ion pretty quickly , is this 
a ccumula tion of con tri but1ons co:oi.ng 1n. 

Wel l now, I tell you what I dtd on that. Forster, 
Chief Clerk, asked me about that and I said they 
aro all going to Bell and 1f he and Eell d1dn 

1 
t 

know what to do wi th a lot of loose change , they 
wet• en 1 t a s smart as I thourh t they .:ere and he 
said o. K., he woul d t ake care of that . 

llere is an editor of a small pa por in Or1ff1n , 
Oeorg ia , •tho writes a full- page edi tori a l 1n 
which he urges everybody in t he country to 
wri te or wire you , agreeinG to contribute a 
week 1 a 1ncane to con t rib.t t e to a national 
defense fund, 
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Perfectly aerioualy, I think you had better 
talk to Bell about 1t. I wouldn 1 t kn ho 
to sat up a fund like that. ow w 

V/e have got a long standing policy around here 
that we can't accept donations that have con­
ditions attached to them, and I eent a press 
release --

It is 1n Dan Bell's department. l'lhat do we 
have these perttanent fiscal assistants for 
anyway! ' 

I don 1 t know. 

It reminds t:1e, I was talking to a banker yes­
terday - this l!lllY be of s or-e interest if you 
want to follow it up. 

Are you serious? 

I am serious now. I will let you know v:hen I 
am curly and when I am wit ty , so you can t ell. 

The boss says you don't need t o bother . 

I can't pick up an answer to that. You have got 
me etuck. 

He said that 1n talking with numerous bankers in 
llew York that he thought that with very little 
organization and ballyhoo that the re 1s a splen­
did chanee to get all the bankers, the people 
Who hold t~U<-oxempt securities , to tum them 1n 
1n exchange for not tax-exempt , as part of their 
contribution. He said there is a great deal of 
t alk about it. I said I would pass this on f or 
What 1t 1s worth. He is quite a serious person. 

All right . Talk with Dan about it . 

What else! 

'lhat 1e all. 
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I am terribly fortunate 1n th1a George L!ead. l>ly , 
What a fellow be 1s. I suppose be 1a absolutely 
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tho outetandine engine engineer in the United 
States who is not connected Ylith 
the Arrey and !Ia vy . He ha.e come d~,;;o~~~~Y 0~0 
and Fred Rentschl er togothe r 1·:ent into bu;in;ss 
as partnel'a who started 1n Pr att l· Vlhitne~ and 
thoy 1!0 t out a yeal' ago. J!o has no stock~ i n 
aviation engi ne3 , no connection Ylhatsoevel'. 

I3 he one of the nen Tlho was Yl1 tlo flright befot•e 
they form'!d that company? · 

He was chie f engineer for ~·/right . 

He is the nan who deaicned tho ong1ne . 

He was chie f engineer for f"r1ght . J:e built the 
llispnno Suiza engine during tho r:ar, 14, 000 of 
them, but I an very , very lucky to get h1n. 

Of course, the nost important part of the story, 
so f ar as he is conce rned , if you want to give 
nn;thins out , i s the fact that --

Jua t t o g i ve you a li ttlo idea , my f i gure i s 
a little r ough, but he is giving it to me , be­
tvleen the Army and Uavy, they buy about s ix or 
seven diffe r ent kinds of training planes rith 
al.x or seven d i f ferent kinds of engines for 
training purposes and.he hopoa by ~onday to 
have tha t down to two tra1nora and t wo engines 
for the Arm.y and llavy . If -o di d nothin;: else, 
it •10uld be oorth i t to get it down to two. 

And then there i s thi s plastic wood trainer 
Which the:; don 't seen to knor. anything about 
and whi ch they think that l!oward ll\16hes ha~ . 
'lhey a re looking that ovor. He has no imagin­
a tion, nothing. I mean , i t ie a great holp to 
the Oove tnnen t . 

L!a tthewa wUl be over here at ll z:!>O. I have 
a vis itor comine; at 10: 30 , !' r . Gary, Ttho was 
As s1a tant Uanager of the !Ia t1onal Ci ty Bank 
in Paris and since then he has been in charge 
of a br anch in London and he has just co~e 
back now on leave . I •rl.ll give you a z:;emorandU!D 
on 1t if he has anything to sn:y . 
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This morning in the \/nshinr, t on Pos t , r.ugene Meyer 
editorially offer ed some adv i ce on national de ­
fen~e . Jle pointed out that there ought to be 
a five - man board , non- pa rtisan board of i ndus ­
tri alists to assi st in the prograc. I want to 
point out that during tho War Fur;ene !!eyer was 
chai rman of the subco~-"littee of the r.ar Industries 
Board hnv1ng to do with non ferrous metals . Dur­
ing t he Kye i nquiry it developed that all durin g 
tho liar years r.hile he was serv1ns:; in such 
capacity he o~ned stocks in Kennecott Copper and 
Anaconda Copper, Inspiration Copper , Utah Copper 
and Ar.:erican Smelters a nd a very considerable 
portion o f h i s ine~o eamo f rom divi dends on 
that stock durinr; 121 ose years when he T/as eon­
trolling pri ces, allocatina orders for t he ~etal 
1nd us tri o s • 

~~at is j us t occasion for my remark that tho 
commi t t ee is nefar ious . Thnt is 1ntty, you will 
have t o adm1t that . 

That 1 s good. 

Thnt makes up for tho las t one . 

He may be nefari ous , but as I recall, he did a 
swell job. 

For whom? 

For himsel f . 

llo , not for himself . 

You can ' t pi ck on my Lddi e today, he is a birthday 
child . 

Oh, I for eot. 

I a m not go1na to l et anybody pi ck on my Eddi e 
today . 

Regraded Uclassified



Foley: 

H .~ .Jr: 

Bell : 

ilell : 

R. Jf . Jr: 

Cochran: 

IJ. M.Jr: 

Foley: 

Schwarz: 

- 14 -

Cmgres8l!Bn Crawford .. de a speech in the 
House a couple or days ago accusing tho 
SEC of l ax methods because ot the break in 
the mar ket , The SEC very charitnbly came 
back and sa id that if anybody was to blame 
i t was the Treasury, because tho Treasury ;as 
charged with the responsibility of administer­
ing the freeztna order of the President 1\hich 
I didn't think waa quite oricket, ' 

1"/ell - -

I didn 1 t get that out ot there. 

He said while they regard ~lr. Crawford • s 
remarks more a reflection on the Treasury, 
which is charged with enforcing President Roose­
velt's embargo on movements of assets of the 
invaded nations, than on the SBC, the officials 
surveyed the s i tuation and eaid they found no 
evidence that foreign selling orders were a 
factor in the market slump. 

l'le are now just gattina in weekly reports under 
our general licensee and in a day or two we 
will be abl e to see what the volume of trading 
is under those licenses, and if they are like 
that , 5ybe we will have to do somethina to cur­
ta i l them, I don't thi.nlc they a re. 

\7ell, you can tell the press afterwards in view 
of thia not being cricket, three tines J<r. Frank 
has called oe up sapns he wanted to close the 
Stock Exchange in the last week and throe tiJ:tes 
I told him no. As of last nignt , I was still 
right. Let's see bow the market is now. 

The SEC phoned yesterday, as I told you, Dan, 
and wanted information on sales. 

That is all right. Should I write a letter to 
Jerome Frank? 

No, I don't tbinlc eo . 

There are more important things , 
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Te l l him I feel hurt . No , I wouldn't tell him, 
would youT 

No, I don ' t think so, officially. 

If you happen to aee him, you can tell him. 

(Examining market report) See, up t wo points . 
My advice ia at1ll all right . 

'!bore is an editorial 1n the Wall Street Journal 
commending the policy of not yielding to f right 
and cloa1ng tho 1'118rket. 

You know Frank did want t o cl oae it. 

I know it. 

Did you know h e t a lked to me each t imeT 

Yes , you told me that Friday night f r oo the 
White House he called you. 

And Monday, twice. 

I have nothi.ng. 

All riG)\t . 

I juat want to say I apprecia te the fact that 
al~ of you are helping ae by the fact that I 
see so ~1ttle of you I can do thia ot her stuff 
and keep the Tr easury :running. I appreciate i t 
very much. 

• 
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!'OR CABINET L:l!Z'l'ING 

S IG!<lFICAll'l' FOREIGN DEVJ!:LOl>..!!'Jl'l'S 
(ReceiTod May 17 to 11&7 22, 1940) 

.ARGI!:NTINA: At the eugseetion or tile 14iniU17 or Agriculture the 
agricultural grain exchange• or Buenoo .Urea t.n4 Roaerio II&Te eetabllalled 
the rollowins maximum daily price changea tr011 oloaing prlcea at the 
preYioua h:r: tlaxeeld 70, 'tlbeat ro, aDd oor11, oata, and barll:r 10 cen­
taYoe per 100 k1logama, In centa per buellol , IJnited Statea currenc:r, tile 
c.eximU:D da1l:r price changea are ae tollowa: tlaxeeed 5,29 cente, wheat 
'•~ cent•, corn 0 . ?6 centa, oata o • ...-s centa , &Dd be.rleT o .65 cenu. 

CIJW).I.: There ie no foundation to the ..,_r that canadian pulp 
l:lllla canno t coomit them.oelYeo tor del1Yeriao during the oecond halt ot 
1940 baycDd eriet1ng contracts, IDdica t1ona are that the .,_,r no 1n1t1-
atl4 b:r intoreoto d.ealring to eeU pulp on hand. '!he price structure ma:r 
ba nn~er 1n the aecoDd halt ot 1940 aDd occaaione.l. ahi ppera ot pulp a:r 
export leoa bocauae or 1ncreaaed manutactura ot newa p1'1nt, 

A reduction ot more than 30 percent trao tile record area or 69,000 
aorea ha.noatod laet :rear io expected in the Canadien tluo-cured tobacco 
ecreege in 1940, 'lho reduction ia being encouraged bY the Ontario aDd 
q,uobec Provincial Governments, b;r the o&IIU, all4 b:r tho tobacco marketing 
and cooperative aoaoeiationa bocaueo ot tho general expoctation that 
ano ther l arge crop (82 1625 1000 pounda In 1939) would onl:r r esul,t in 'fery 
low prlcu in Tiew ot large un.oold atocl<a now on hond and the l1l<el1hood 
tnat Britioh importo ot Canadian leat Will not be raouned on a aubotantial 
ICOlo be fore J'ul;r 19U, 

! armero' intentions to plant indicate a Canadian tlaxleod area tor 
1940 or 350 000 acre• c 001pared with 307 , 000 acre• In 111311. llor:nall:r the 
)'1e1d o r t~aeod 1n Canada Ia leas than halt thot at wheat, Flaxaeed 
prlcea tl\ererore muot be twice u hisjl aa tboae ror wheat in order ror 
the cr~p to be at~act1•e to rarmors . SUch a rtlationehip now exteta and 
tnet a ccount& ror the tarJCel'o' 1ntaDt1ona to increaea plant1ns•· Rl£1!. 
tre isjlt r ate• on tlaxaaed trcn Argen tina and t be l.apouibiUt:r ot obtain­
ins oupplementar:r auppllea of 11neeed oil tram the Netherland• are con-
tributing ractora . 

0·- "''~'!' lND~a . '!'lie c-rolal attao114 ot tho lletherland• u•"" ....., ...,.... tb t 11e bed opokan to Legation in London adTiaed the American Embaooy a 4 ··-" in London end tbat they ha as•~ Netherla nd• oh1ponere 'IIIlo are now b t CI1nage ao poslible 
him tnat the urgent I!Aioeaai ty of prodding u muo the United Steta• ot 
t or the trade be tween the Netherland• Indiea 4 ant! be tull:r able to M et 
America ftl recognized and that tbo:r expect& 
the 4omand . 

/ 
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of Jlotherla6\ ehlpplq froa 11lo 7epanua-8outh Seu MrT10. hiclo 

at. !IQ>Or~ ot Be11lerla4a IaillM rubber, patrolo1D, aCiftp • ~ .,.;olll4 
wun~ ..nr-17 41ttlcuU baoau. ot \1M ehortaat ot 1apueM bot~. 

1he 7epa...M Gcrre~ll.t UJ>OUiloe4 that a utio111114o raUOII.lq 

or•- tor •••• o.n4 •uav would ba lntroduoa4 oc 1Ulr 1. ~e IDOnthl:r 
allolloent ot •to»a Will be two ...U bor .. par paroon, or about tin 

-~hu a 41.7• 1ha -thl:r allo-t ot • ...,... wlll ..,\Ill, to 0 , 78 peUD4o 

per peraoll, I\ wu rapor\ad that a oo- a:ra\4a b \o be o.4opW ~ 1 
tor the 41atrlbuUon of oou.., cood•· 

1he 7epeneae Central Silk JAaoclat1011. baa petl\loaa4 the OOYeramellt 

to tab atepa to otebllla raw allk quotat1o11a at 16150 yen per bale tor 

tbe year bec1AJ>lll8 7ul:r 1 1.11.4 haa propeaa4 further t hat the Gonr-llt 
purchaae a1llt lt quotatlou tall 20 peroe11t below that lO'I'ol, 'lho mo11a:r 

tor tho OoYonrMnt purcloa .. a woul4 be obtolna4 tra a tllll4 to be obto1lla4 

by oo.marklq all -.rgiu raoo1Ya4 1n orooaa ot oortoln .. toblleha4 l nol a 

t or that t\lll4, Raw aUk prlou 4ur1118 the woot alldlngllo.:r ll o.4Yo.J>ca4 t o 

1010 Jail per bo.lo, parU:r W.Sor tho atlJIW.u. ot tha enUolpo.tlon that tho 

prcpooal would be acoepted aD4 porU:r ao a ro1uH of 4ca&e to aul.berr:r 

tre1a b:r raoant troat. 

1he J.wotro.l1• lbaat Board 11 repOrted to hon aol4 100, 000 tone 
of nour t o the 1o11 \au1 Bwo- ltaiaba, a le.rp aerchall\ tU. ot 1apen. 

'lho nour, whloh l a aqu1To.lut to noo.rl:r II ,ooo,ooo buahall of whaa\ , 1a 
wing milled 1n tllo aonro.l J.u.tral11.1l S toto1. '!be 1o.lo, wllloh au ooa.­

olu4ed at ourroa.t market prlooa, 1a Ulldoratoo4 to be worth about r.J.,ooo,ooo 
1D .lwotro.llu ourreno:r. J.uatro.llen flour aUla rooutly haYo beo11 worklns 

Olll:r par\ tiM. 1he aell to Tepl.ll wUl oublo them to work full tllu tor 

a tow IDOiltheo 1ho oolltraot, IIONOTer, will rallon the u11t1118 lho~IIO 
ot bran and pello.r4 1n J.uatro.l1a. 

ROSSU 1 'tho Cell tro.l c:-1 Uow ot tha J.ll lhUOil C !nht ~of 
Bollhnlkl hao roaolTa4,1n TloW ot tho la~ oprlllg and 4olo.:rad oowillc 
and 111. ordor 110t to taka po.rt:r worl<oro an:r ti'CIII tha oowtq , to pootpella 

tbo 18th J.U O.loll Pu':r Oootoro11co traa 111110 ot thla year to tho end • t 

the ,..u. 

tlll'ISD KIB(I)Q(• Tile .Aolerloan ~ .. 7 1n LOild• oallad the attallt toa 

ot t he lol1nbtr:r ot • ...;-'• -.rrara to tho taot that all sooda tra Bollo.ad 
to \1M UiUtod na.gdoa without lapOrt 

t.lld Belgia O&ll - be I.JoGXIrW 1J> t aD4 that U oo..-4 
llouM aD4 without oertitloa~• ot origin aD4 1n:,::;:• ~ tho 1J'Il1tod ate too, 

OlllT fair that th18 - pr1T1lOIIO ohoul4 bo uto haYI beOII. udoo J.tto ... 

eepoolo.U:r tor tbo&O •"'' tor allloh ~P='S::oent rasul&Uou theM 
uoa ,..... o.lao 41raoto4 to tbe taot ~ ,...: Blll!i"" ol.ll be llaoll7 ehippad 

.l.:orleaa-.4 ..... - 17111& 1n So 'Dol lol1ll1otr:r ot -ale 
frail \hoao oo=ull• to tho 'O'Il1 ted n&8!,.. la.all7 l.QOielblo to - &004• 
Wo.rtu. rapl1o4 t hat at tiM_,., it !:

1
pll71aro raqu1a1Uoa.o4 tor al.l1~ 

out ot Balcl"" or Sollall4 beoaUM all ..-!:a ~- 00110t4orat1011 1.11.4 r11>1J• 

noa4o, or to -• ro~ ... but hal P 

~I • 
... i J. 
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Mcr1•• prioeo or UiporW f-.4 11'1M u4 olbu t ... 1utto wore 
u creue4 br or<!er or 1he IUllietry or Jbo4, '11101 re- 11na tor ~ ta­
CHaHo wu $o pronat l.oeooo $o ~ CII>Yena-llt t• .. lll.Uq ~- 1Jloreue4 
eoot or ilaporW foe4oturra, 'DI.e eobe411l.e of tee4atufh pr1oeo tu tile 
DON ~rtut 1-, otteot1To Mar 1&, ca.pare4 with prn1o..-lr exioUq 
pr1oeo 11Toll 11l J)U'Oiltho•o, 1o u toll,.ol oon, 011lq1Wlt1aa, U:!.48 
(~.~U) cute per buohol; other com tor tee4tq, 100.88 (80, 70) ooa.h per 
buahol; borlor, ee • .a (ee.l'l ..... to por buhol; Jo, 1 c. .... uaa oato -a 
at tbo •- tipo, -1r e:s.~ outo por bubol. !!ho ~ OOlltrol 
Board t.loo llJlllOUilOoo roT1dou ot o.t.r. oollilll pri coo or."- ll'ial 
ohon not 4eoUile4 tor foe411lg purpoooo. 'l.'ho MW pr1oeo, ettootiTe liar 18, 
compare4 w1 tb thooo proTloualr enotiq siTIIl 1a parellthoooo, wore u 

tollo• : oom, 01nquantiu, U?.ee (e,,lll) conto P• biiOhol; all other 
corn , 101.81 (86.7•) oonto per buahol; borlor, AuetraUu Ohonlior, 108,08 
(77. 88) con ta por buhol; oato, C.no41u, 7a,e:s ( - pr1oo) oento por 
buehol; u4 oll other oata, ee,eo (ea,M) oento po:r biiOhol. 

'l:ho nu Control ot tho Mlniotrr ot lhll>Plr .A•toe4 the A&C"1ou 
labuor that export u-· tor nu 11M heTO boall au.opon4o4 ~rarur 
pell41q .... clor1tioat1on ot tho .,.,..ro1 01IPPlr poo1tioa. !!ho llllll>uOJ 
oao t.lOO .-!TiM 1het -rt lioollOOO haTO DOt rot bMil witb4..- but \bot 
tbero 1o - pooo1b1litr 1het thio-.,. bo 11000~ u4 that DO treoll 
ucuooo will bo '""w. 

'11101 BoliN or ~ a4Tioe4 tho Ja.-tcan .. _, tbot it 11 propooo4 
$o .UO roo11l oubjeot .., U~port 11••-• 11>o aai1l objoot boiliC .., 001ltroi.1U 
~rto. h io 110t poooiblo at preooat $o oar osao~1 what t '::Or'..!'~ • 
bo 11l u-1"1 f'lituN U~porto, but thoro to DO 1atoa oa • t 
lllpo:rto haa 1he Ull1W Statoo. It 1o appanat, bOWoTor, thot SII»>J'':.:. 
roo11l will bo rootrioW 11l Ttow ot the toot that ouotuUol o$ook0 
ao 0\IRiilaW • 
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lo .. .,t ... t -r . .. !"..vr. 1& r\..t.lr c.iRi,. t J h.ir.1 , .. !h . .~.:. ll k~ t. ... lA\tt 
\.hUt c.r; "rWn1t..,~ t. ... t..t=.&.>:.k J ..... ••• uJ 9'"' .r .,v\'' r1~ • t. !Or .. dt c:c t.in ... ao 
a L<l • & .. n t..) l.t fl j t.t:.e .rl11!o;, W IM'•'- tlA l t :or \..r e cr• d!t.a u t f'nded 
b;, \.h!a ... c.• erractlt. . , • h.~"" to-.uxi ""-r • t•..cn to t.'t: a u~ o! ~·L 
' b1tlt.y, v1.t !~ ar.' !.n\.e~r1t.1. Th.r ... ~hotJt. 11 t &.ay tn U.t nlteJ 
.. t J. t. c, .o.J . Ct e n' • :-c:lat.iona .. u.t. ~ Lnd '"'ttl o~~,.,. ot:lc1ala ir: 
tt·..w .,~"''4"'-•m .. . ._ ve ..o•~n ... Ofll , .. rJo~.c.!. •3.. rt-..... 1~ . C! · """ e r...:.Uan..., 
bat. &.J:liJt.t.hr r ... l t:o~.~ .. ;. .. ic r.!.lr' t c: .. '~ ~ .! t.lt :. ....... .:: _:_1:to~\on 
~ ... a L JCC"'~t!'l! t.~~o.x :~i~r. ~hr'"u .... ~ l -J,,.., ¢, " ..... ,. • -:-.1et li:-..! 
S' . Hc\ll t.ie:- . 

)' ..,wn r ·a • .c t. nt.J .. .lalrat. .. ~w '1 t.~~ 'f .~o~r t v u"otr) • ... c' 1·,·a..,..,,t,., 
1n " ' t.t• ""-" \. ~ 1rtu e1r c '<..I.!Ut' ncr.r. t.o"'• \ '"! n jN, ,., ~ &.n·

1 •!ct-~· .. , vd 
J"J • •c-..;ut> \n1. .. r c, •!-t. .. :- . r'JA>n, ,.:1d .1 .c .. l t l:"d t.'l.l.t. 11:u.: .. ~~ .. l,(t«-n 
tr_,,. . o.J l" aa t-;,u c lav Ueen t rw-a f(.l r 4-lll t. .v~tt oc.~o~;-1.- .-t.-J 1«:1 ' . co. 4Q 
'n ocmt.t~c t w'\t~ \ !.::. ·:r . llkfn j.2fl r a1•\<rd h5' C' C. 1UI• .. r. 'fl• l ; ... ~ c1Jy 
ti n•••,re t t :"ul l .. tcm< : .. ..: J,,t. · ~.c c!•t ivn )~! •nt.ruat.<:.t !.1 .• ~.it.. 1 ut. 
t l •'• ' > w : cmv \.• ton.1n~ \.h•· t.r :..Jl t.iur'L.d U· " o,J. t r ... endt! • .l • ""' t.""""" 
tho r..1 t •d t • t. , ~n ....... ,. 1ru;. 

·1t.t .~ ~o-'! t cor~U:al .. r .. ~: t. 11 r C j 

~UCteat 1 

•\.la ). vl. C-11(..), ... , •• ~ . L. aw-.. , 
....l,d.~t t.• J• ol ~ 1t15Jlt:e, 

'C.hu.n .. k1n, , .. hiN. 

liDhclal 
:.-8-1.0 
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!!t"randUII tar tho Stsr•tan • 1 rn.,n 

On lion~, llay lJ, 1940 at 4 •30 P•••• Secretary llorgenthau and 
&d P'oley called on Senator ClAss at hie apartment in tho llaytlo>;er Hotel 
in regard to tho logiolation pending before tho Sonata Bank!ns and Currenc,r 
Committee which would confer power upon the Federal Loan Adminiotrotor to 
request the R.F.C. to purchase preferred otock in banko and inauranco 
coaponiu. 

Secretary llorgenthau told Senator Claas that tbil pronsion repro­
oented an effort on the pert ot llr. Joneo to rotoliato aaainot Secretary 
llorgentbou tor Secretary llorgentbau 1o o!forta to robabWtote on a sound 
baois the Bo.r.k of U..rica. Secretary llorgenthau point.d out that he held 
~p the letter 1'hieb llr. Jones addressed to tho rr ... ....,. requesting the 
Secretory ot the Tresaury to authorize tho R.F . C. to loan 110ne7 to Trano­
... rica to finance tb.e distribution and ealo of preferred stock of Bank ot 
.Acerica, Secretory Y.orgentbau told Senator Glasa that TranNDriu, tb.o 
top bold1ng coapaey tor Bank of Americe, wao under investigation at tho 
tiDe by S.E.C. in connection rltb a proceodin& for dellsting o! its stock. 
Tbe Secretory oaid thet he blocked !lr. Jones• ortort to give this co.._ 
Govcrru:ont funds while it was under investigation. Senator Class said that 
be ua against bank holding eompanios and he would not have introduced tho 
bill it be had had an opportunity to read it. He added toot IDe Flynn of 
t he Wall Stroot Journal had taken tho bill ott his desk and be did not have 

' l 't 

an opl)Ortunity to r ead it until after it was introduced . Secretary Morsenthau 
said that llr . Jones w·as too big a man to stoop to thes e c:etbods and he asked 
Senator Olaeo not to make it necessary tor hia to come befor e the full Com­
ll>itteo and tell the B&r.k o! Aller ice story, 

Secretory Morgentbau also pointed out that t ho logislaticn '"ould 
extend troa 10 to 15 years tho u:ortimticn of raal eatato loans . Tho 
Secret.:.ry pointed out that l".D.I.C. and the Co11ptroller of tbe Currency 
both th0\l8llt this liberellzati on wae not in tho intorcst ot liquidity and 
aigbt apalr the standing of national bar.ko . SenAtor Glue replied that "P 
until a few y.ara ago no ~~~otional bani< could IC&ke a real eatate l oan and 
he ..,, wboll;r oppo<led to turther liberalization of a po>.er be thousht • • 
already too liberal. 

Senator Olus aaid be wae opposed to tho two provi aiona of the bill 
~<entioned by the secretary and probabl,y wo.lld T Ote against tho ..-hole bill. 
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FEDERAL LOAN AGENCY 

WASHINGTON 
JnsC H JONCI 

,.-O(Mt LOo>Jo AQMr.ll. f"-"f Ofl 

lla;r 24. 1')40 

lll~oed COP7 ot Jq atataaont to ~ 

Steaa:..U. I abal.l pre1M11t a a1ail&r one to Senator 

Sincerol;f youra, 

B011arabla llanr7 llorgantb&u, J'r • 
Sacret&JT ot the traanrr 
l uhtnctoo, D. C. 
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Jesse H. Jonea 
r.deral Loan Administrator 

Dear Cb&i......., Steagall: 

I 1\JCC••t tb&t yau elill1nate fro• a . R. 9687 
the Section which ~~ with the roqueot for tho pur­
chaao of proforrod a toclt in b&lll<a and ilml.ranco coe­
p&Dloo by tho RIC. I b&vo had a contoronco wi th tho 
Socrot&ry of tho !'roaoury thh DOmin& an4 • connncod 
that tho proforrod atoel< M t t oro will bo b&ndlod Ol<p<)-
41tiaualy an4 to tho entiro aatiofactioc of tho RJC , 
wi thaut chanco in tho law, 

I also auggoat that tho Soction which woul4 
amond tho Fodorcl Roaono Bank Act oo ao to pol'llit 
15-yocr cmortisod loans on improved rocl ootato by 
banko, inotocd ot lG-yoar •• h now tho ccto , bo oliD­
inctod froe tho bill. 

I oxpoct to como beck to Concrolt at tho noxt 
Sooeion wi t h DOrA eomploto r oebaaOnd&tiona on thio aub­
Joct, bocouoo in ay opinion tho proooct b&Ditinc l&wo aro 
unduly rootrietiYo. Improvod 1nc-boarinc roel ottato, 
both fG!'IIt and busiJJOsa proport1oo, h octitlod to erodit 
and ercdit feeilitioa ea fa~rablo co buolcooo ODd laduJ­
try ocJoy. 

Sincoroly yourt , 

Honorcblo Bonry B. Steagall 
Cb&iraan 
Bankinc &1l6 CurronCT Co.tttoo 
Bouoo of RoprooontatiTOS 
WMhlncton , D. c. 

(Si~od) JotoO a, Jonoo 

Adllinhtrator 
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Present: 

Mr. Bell 
Mr. Delano 
Mr. Foley 

Kq 24, 194<> 

HM~r: I thought you 'WOUld like t o l'.now that 
after anur and a quarter Mr. Jones 1e going un on 
the Hill and announce bef ore the Committee that at the 
request or the President of the United States and the 
Secretary of the Treasury he is going to withdraw those 
two amendments. I am a wreck. But that's the answer. 

loll'. Delano : I think that's fine . 

HM,Jr: For after be makes his statement then 
I ' m go1ne to make my statement t hat he and I are pals, 
b u t I jus t tolt\ him, "You talk tlrat. • 

Mr. Foley: The flag still f i les over the Treasury. 

HK Jr: He said , "I never have refused you any­
thing. • i sai d, "I've never asked you. Now, Jesse, you 
sai d I am your superior. All righ t now, I am goi ng to 
ask you t o do t his. • He said, "All right. • He said, 
"I recognize the Secretary ot the Treasury as my superior.• 
"All right, I'll ask you to do thi s.• 

Now on top ot this, th1s is the letter he is going 
to send . This is his timetable on us. I told him from 
now on 24 hours' service or somebody goes out the ~indow. 
Seriously there i s no reason, unless you are going to 
turn h1m down, thAt you don 1 t tell hill! 1n 2l~ hours. 

Mr. Foley: That's right. Only got one every six 
weel<..a. 
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,,Jr: And , then, I said it there wae any quea-
tton tha you would call Sam Huabande youreelt . 

Mr . Bell: 0. K. 

HM,Jr : I an Just aunk. 

Here is somethi ng about the Stab1lhation Fund trom 
Sumner Welles. You have to read it and just help me out. 
We won't go in tor congratulations until he makes a state­
ment. I asked h1m to repeat it. He sai d, "At the requeat 
ot the Preeident ot the Uni ted Statee and the Secret ary or 
the Treasury• - - evidently the President went down the 
line tor me. 

Mr. Foley: Was he triendly when he lett? 

HM Jr: We are pals. I told Jesse , "No matter what 
you hav~e in the last two dit!erent times something 
came up in oonnection with should you or shouldn't you, 
and both times I said to you you should. But Jesse what 
you have done i s Just too small to go and try to stick a 
pin in my back -- it ' s too small tor a bi g man like you. 
It's beneath you. What you are goi ng to say ie all right 
but I talk las t. • 

Mr. Bell: He knew it . He knew 1obat he had done. 

HM,Jr: We had hlm here tor 50 minutes. I covered 
the whole r l eld. Thank you two gentlemen, Ed and you, 
Delano, tor putti ng up the tight on the Hill. I appreciate 
it very much. 

Mr. Delano: or course I would like to say I hope 
you are convinced that I did go down the line. 

HM,Jr: My God yea : I am thanking you . 

And as I said once betore, and t he boys tho~t I 
shouldn't, your grandchildren will be proud or you . 

00 0 00 0 00 0 00 

349 
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After the group lett, the Beoretar:r dlotated t he 
following: 

( 350 

I oaugbt him red- banded lying because he said he 
called Harold 8m1th before he put the bill i n. He oalled 
him up an hour before. So I l et it pa1a and I said, •I 
epolte t o Harold 8111 t h the next day and he eald :rou dld not 
call h1m until ten o'olook that night.• He ne•er eaid a 
word. He ea1d, "!he ~resident eaid you think I am doing 
this t hing on aooount ot the Bank ot Amerioa. • Be eai d, 
1 I ne•er mentioned Bank of &.erioa on t he Hill. I men­
tioned e•er :rthirr elee. • !hen he epoke ot tour or fi•e 
caeee Vhioh we turned hi m down on. He ooaplalned about 
t he!ll and ea1d our boys don 1 t know. 

I BAld, 1 Jeeee, I know t hat Giannini called up 
Congressman P'ord and told b1a t hi s vas part and parcel 
ot Bank of Amer1oa.• Be aeid, 1Vell, ,I dld not ask 
Giannini to do that. • I laid, 1 I did not say rou did, 
but he dld it . • And I said, •one ot t he greatest t h1nge 
I have done einoe I hale been Beoreter:r ot the Treasury 
hae been the Bank of Ameri ca. 1 Be eaid, 1 You never could 
have done it if it hnd not been tor me. • I said, •oh, no. 
Jea ae. Oh, no. You didn ' t help it, Jeaee. I di d not 
get any help trom you and I am not going to take this nov. 
I am not going to take it. • 

it 11 
goif"6 to 

I ea id, "P'or you to et1olt a pin - and that '• all 
a pin pr1ok into me i n theee t1mee, I am Just not 
take 1t. • 

I .n emauetedl But I juet made up m:r mind I 
vaen•t going to get exo1ted. I had him al.oat crying. 
Seri ously I 
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IMWU OF FORII~ AKD D<*!.STIC -cJ51 0 ornc:s or M DIJ\IC'Nft ~ 

llq 24, 1940 

To 8011. IMDrT lloraonthau, Jr. 

For 

Secretary o! tbo Treosurr 

Sont at tbe roquoat ot llr. 
Noble , Under Secretary of Coa­
-.rce. 

:if.=::,~~~ 
Director. 
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UAIIPI.Iat 
~vi&l 11\.-1 lap\ ~'IIU.e C...UM-tV a.,,. 

MPMl•) fff!Z!t> ct:: te) 

April 71 111 60.0 1.01.4 645 .. 4 U2 61..1 99.) 666 
• u l.U 65.1 "·' 6A 
• 1.1 U5 '1'0.0 99.0 1119 
• a, n.o 

llQilnc.uM:at a.- 1Nr4'• prod\loUoo a.s- wiU 1»"" tor 
llq, proll&bl,r ) W 4 poill\1 n- \be April ti~,Ure ot 102. 1M 
rile 1a .U..\ wboll,r .-Wd tor 11r ew.t. All t..,.\ te ill41-
ca\ld wi\b Mr\lillt,r at \b1a U.. 11 ""' 1.11Yell\or111 ot ~ 
riaillbecl .-1 pro<tue\1 .,.. ao J..aGcer beJ..DC Ut;u14&......,.. colcu.­
law u.t\ eW.l proclue\14a <n ~t. or capuitor) 11- 81'­
~t.el,r ~e~Ml w Uoa (l»t•- 70 &lid 75 pere.t. ot 
oep.ei tr) . M - poill\ld ~ a -u. aco {April U) a -s.rate 
Uft. 11 \be pi'OCII.&o\ioo illdG -· po11i bll it iAY&\orJ llquid,a.­
UOil osserl 

ID 01.- UI:IIUII II IWIU7AC!IIIIII8 II APUL, accordiq t.o praUai­
rMr'f clata tr. Ute ~t'• -~ ilotut.l7 ......, , recorded 
a ....... -. rill crnr Ute ..,.. ~. &lid ~rol»bl;r ec;a&led tlot 
eMsrm\ N\1 tor Ute tin\ \11& a1ae& to-bor. lbi~ · ­
about. Ute - 11 ill ......._ la-'"1 -~ 1A \be prl.aU7 eWel 
i.DfteV)' illpru~ood, bo&\ oalJ ...olere\113 cuoa14erilll tba\ _. ..,._ 
- ~ _.... 1a Ute latter par\ or April tol.lue111c 
\be 1:>-mOtsmt of a prioo ia ........ 00 llq 1. OrMI'I plaeood -
tore \be\ claW ,..... acoep\ld tor dali...,. tiP \0 lv.l:¥ 1 et tlot,... 
.,.._ prleN. ........,. , \rMe repor\1 ialllca\1 a ...W\Illtial rill 
1a- a Wol ""'"'•• 10 ter illllq-iAcludlac a lar&• ~ ot 
apon m l rr ond - npor\1 -'-'1 aw-r \0 1>1 llone wt _. \be-· u 1a \be re\e ot iltp\ ;,.rod...U•· 

InD!Oillll (# ....,~ ... ) .... ill April - • ...... ... be\llltill 
_, ... Ute\~ , ... ...... 

. 
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(Luaus~ 1939-lOO) 

Sept. ;~ .l&U. Up lJ kr22 
'!'ot.l 1ndu 1:.7. 2 11).1 113.1 lll.2 Iapgrt.· ~-1 116-4 1.<2. 0 lJ.4.0 llolleatic 122.9 UJ..) 115.6 109.4 Doooeatic ~vicult.ural 1:2.4 122. 2 1.23.0 11J,.2 foodatu.tfa 1::7.8 111. s 119.) 108.4 • • bclunri.&a U6.7 ll3.2 117.1 ll3.2 

SIQall'lCJ.,CEa DN;:dt<t tha u;>tum 1n prociuct.1cm, l be __,t;o ot 
t.M .,...t U.O ,.-. ht.'N btroaaoecl &d<!it1on.t.J. uncOil"t.&intiu ohicb 
IIIU>lt be coae!t.....S lD bwoinu a calcul..etJ.oruo . n.. .. eu:nv :xr<eta 
tdte an aihc'M rlft ot thoo proboo.b1l1Uea e<>nc~rn1ng our IXpClirl 
tn.de, &ftC! a ppr.rtontq t or tbo IIOMCt c!o not coooic!er t~t tbe 
..,._1, --'1tur.e in IW"Mpec1. ~ W.Cf1c1cnt17 lorp to Min­
t.&in ecU rl1J &a<! ;lZ'Ot1 ta. lb.1U _,.;..t declir.ea t-<1 to t eed 
upaD •t m · •l- MC! -u-t cr;n cJv.nc-e , U <;u.il!ity J>ll7d>oloc7 
biU bee "-'nut ..._..t.l:f, IIDd tb1a W lwmoea tbe """""tent 
outlook. It' .,..._t Jrieultuno.J. p!'ices coot l.nue, tar~~ 1noo.. 
•W be down abarpq u >d o. depN&aed etock ""rkot will bn e .., 
&dwrM ettoct u~ !IXI*Jditllroa rar clunoble conaucera• c;oode &lid 
l.n<luatri.ol ;Wu>t nd equ1-t, bct.h ot sbicb a.re -.ulnenble 1D 
eA:T nwlt. 'nil powoUal1t1 .. ot coatro.cU"" !7'011 U..ae ~ 
~-oulc: r .... ouW.J.ch ~albla ex;anaioo .!'ro:> ara.amt prognaa •t.ich 
~~o. ... bee bl1ol7 ..... ~. The latt.crr ""' be auppl..,.Orltod, &lid 
tbe a W wry dtuatl41'1 ot the J.lllea .,.,. not. pr<>Ye to be eo aeriOWI 
• • 1t appeere. 

1iOST DIPORT.I.I'r m HOft 1a t.be tact. that asr101.1.:1 coacorn , bcut. tllG .,., .. 1.­
ble ~-1. ot tbe .UU.. 1a paenl. It' t.be eor.ano ..-l.n • c;uidt rlc­
t.GIT, .._ ot CIOII' ~ bwob ... 'OOillA! diaappeer aDd cetent;e C\lllo­
aidcratioaa ~ ..-1 ... .,.,.. ..,... •l.d•apz-ud recopit.l.ca U.. t.bcy 
do at --t. Irrupecti'N ot U:ia potential, a 1o....,..,....,t. pro...,.. 
de11cnod tc cleeJ. _... ~1-]J' And GIOIMI pro=pUf 'O'ith the r<.ali­
tiea ot our eitw>Uoe beooc;aa dail,v a eoapellS.,. neod. 

TIIZ OIJ: IIlii EZP:.ISitaJJ!f 7LC'IQil in t.he s 1tual;ian 1a tbo aergwtey cl~ 
t- ai>Pl"'PriatiOD of S896 ai!Hoe r ... uecrt.ecl of ~·· ~ t.be 
l'rellt!ect lazt .....t. Durl.nc t.b• adt r .... OMtha tl1e a; jlt'OFlatl.ca 
of t.bie - 1a DOt. likel,r to !"!LiM u.. n te or a,oftnliMIDt ""_,.,1.­
tur.e •PJII'Klallll• l!)<polftcli- ht. ... booen Z"Uilo41~ "" ! ollo'<8a 
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Ge,..ll l Tile erreot or t lao Cera.n oooupeU oA u4 t la• " or 011 tlao trode of 
t lao l'rotoetorah o r lolle:o! a and lloroYl a l o l hO"'l lA the ezpor h '\crl aa 
t ho tl r et quar1ar of 1~0. Ot till ~b lteao t l cor lnc ln tlaa de olara4 
ozporta t or tile fire' ~uartor ot l G39 , oaly ? raaa taa4 4ur lnc tho tlrat 
quarter or 1940, ead ot t bo ? approzla at oly one-hal t or tlaa axporto 
ropra1o11h d meohl n• I'T aDd o t her euppllu exported rroa t ho Bate alaae 
t eo•or.r l A ¥or aY ie t o l to feotor y lD t he United St otoo . ~oro wae a 
daollna ot o.ar 9~ peroont • • coaperad wlt la tho t lrot quertar Ia 1939 . 

rot at oae ora Dow .ubJeot t o r ot loDing I n •arlin ot tlao ra ta or 2 
k lloo par peraon per ••t, a,od only 1 kllo aay ba dr own at a t laa. 
ta the opl ntom ot loca l ezpert• , \he praaeat pOtato rat 10D l a coa­
t ldarobly below t laa o.aroce conouar t loD ot a worki Dg taal ly, ~lola 
1 1 eoUaata4 at a bout holt 1 lr llo per pe raoD dally . 

It II balland thlt a\ t be Uaa or t be O<>raan ocou pet!on or t bl 
prlao l pel llor,..glan porta , '"'" ' ot tba wbale oil tbat ha:l recoatly 
b ... bro,..,lat by till wtutllaa r l .. , ro ·.a! Dod I D Hor..acl ea boU ou 
aDd b•4 probably tal lan IDto t ba lllnd l Of tba Cor.eao. Tblo probably 
lnoluda4 t ho whale a ll purchoeed by Oraot Brl tala. 

Tba trade be twoea Ceraany aa d TUrkey dur lnV f e'bru• r r 1940 •bowed a 
dool l no or abou t 88 pe~ent . 

!Uly: ~ccor4llll t o a reoent report by the lolll i Ury .-ueabt c!uarlbllll 
condl t1 o111 In I tilT , one or tlao rou ,rkabl da.al opaanta 1o tba grow­
IDe traedoa ot d l acuoaloa by l tallwoo orl t lcal or tlao r t c l aa . Olo­
eull lou Wblob would lloYO been dor>~orouo onn 1D tbe 11lt1Juoy ot tbo 
to'll ly ore llo• oarrtod on aora or loll publicly. 

Ruaulo: or \ lao oxpor\o or petrol oua ot t ho ;.a• rl oon Petrohwa Coap&I\Y I ll 
RUMDio durlnc llarob 1940, M porcont ~•ot t ~Q&lon4 , OAc! Oll~J 29 

pflroeD\ \ o ea ... QT. 

tlol ta4 ICI'!floa• Tile oooro1t7 or pap• r Ia n ldoa od by tbe oow order ot 
th'i ll1nin r.r or Supply, ra uc 1DA t lla ~uuU t y o t popar •b lob M J ba 
dolherac! 'by produeor o \ aay ouatoaar t o 30 ptroont o t tlla 'l11U\U7 
dol horac! 4ulag t bo corroepood llll period In 1939. 

U. s . s . R. : l zpor ta troa RllooiOA 8look Sao porh pooollll Iotanbul 4ur1nc 
tho t i ro\ \llroo aon\bo or 1940 amoUII\od t o only H p r oent or tlla 
•ol- or obl~oto 4urlnc tlla oorroopondl nc parl oc! or 1939, roproMot ­
ln~ olaoot ontlrolJ aoncan••• tor tbl United Stotoo. 

Bureau ot Torolp aM CoaoeUc C..-roo, 
!lay 24 , U40. 
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PAliUIIIWII OF m RIB AI 1U! ro Tim JJIERICU 
,.,!S!, BOD, 01 lAX 22, 1940 

For "'ro" 'l'qlor, 

llooferr1JIC to your no . 6, fro. Floreoce, and to 

the .. bt.aq'• auppl-ot.er, talocru• 

'l'be fol..looriJ>c 11 tbe rapl,y fro. 'l'reeaur,. a 

f'rMIIIrT baa -.de &rraD&eM nta w1 t b the Fecle:ral 

Raaerre Balik of ..., I ork to bold the Vatlceo cold oo 

the eeM bt.l1a 11 tbe Feclerel RaaerYe &.Ilk holda cold 

ror other roretcn eccouot. It will he neceaaary, of 

courae , t hat tba Balik he t urn.labecl with appropriate 111-

atructl ona, • l&n&turea a.nd aSailar docuaenta by the 

fetloao 1n order that tbe Balli< rill he able to handle 

the COld &CCOIIIlto 'l'be COld lhi~nt whi ch 11 deairad 

'tv the fttlcao d oet1 oot Died to he bel4 up in &!17 -:r 

i Clu 
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TOLUIIT.Al!Y 

(M 1nhrea~ to tho !ruW%7 Depa.n .... ~ ) 

"Ho~ Honer' 1o BeeiD.Dinc to J'l.ow t o llradl, P&U'tl7 hoa the 
11nihd Stateo. 

-'aerlou J~ibaaaJ, 
lUo do Juelro, Bradl 

J.PPllO'n:D: 

Date or C08plot1oD: 
Date or llall11JC: 

.f.. Y. Cldldo, Auh~ ... t co-rcl o.l Attacho 

Surprio1ngl.7 enoueh, t'alldo re .. abllq "hot aoDo7" are b~D.D1J16 

to now to Brull ... A r erul.t or the 1Xhna1on of tho wr that bop.n 

with the lDYUiOD of llo~ laot BODth. 

~ 11181n trpeo of hMa art COIII.Dc ~o llra d l: 

(l) t hooo of realdeDta of rr....ce (who remain there), neelng the 

danger of wor and e scapiiJC the Prenoh oxchenge r eotrictiona, and 

(2) t hoae of lllligranta rrom other areaa of Europe who haYt not nt 

found A new place of po......,eDt ral1de11co. 

In eoao caoea bal...,Col that were beln& held in !lew York were 

treneforrtd ~o BruU due to UDeaabeu cauotd b7 tho froezlnc; 

thoro or llorwegi ..... Deniah, llolei ........ d lllltcll aateta . 

Thnt thlo 'bot a01117" ohould come to llro.dl h all the more our­

prioin& since U 1o 1-dlatel.T 1 coolod1 hera b;r tho oxcllanc;a coDtrol 

a;rotn alHIId;r in force UDder which lt could ltllYI llr&sll at a f'o.turo 

date onl.7 UDder pend ta wbicll a&T bo rof'o.ted or gra~~ted entlrol.T at 

tha diocrotlon of tho control entboritloa. 

~o7 

Regraded Uclassified



- 2-

~ - r: r b • ~ I llu41.1ac Ulaii hUifOH oatl.Ue tlut.t at tM 

pr .. nt rate 'Mir -t to abwt a alllln d.ollara a -u.. fba7 
' 

tlma~oaaUnte aa appreol.Ule it• 1A lradl'• 'baluoe of pqw~•ta 

(fov or ftn }MI'Oeat of cvreat export&) ea4 otter a parttal ... 
exp:taaUoa .f"tiMI cnarlou taot t hat tho lui< of lraaU1a to ... ip 

.,.~~aap poa1Uoa ooatt.a .... a to lie aat1atact oJ7 1ll apl\e of tho lo .. 

of t.:portut Scan<! lll•rtaa aa4 !Joltoh export aarlteto 411r1DC tho paat 
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