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Appointments and Resignations
Nelson, Donald M.: ;
Appointed Aesistent to the Secretary and Acting
Mrector of Procurement - {.l,""f.:',l:h srssasanasnsnnnan
a) Correspondence between Ceneral liood (Sears-
Rosbuck) and HMJr concerning length of time
appointment covers - 6/6/40 . iiiiinininnnn.
b) Appointed to committee to study *++% geners
problem of purchases by Federsal Government
6/7/40: See Book 270, pege 100
Perker, Dale:
Fﬂﬂ{rh_ Reserve Board inquires concerning position
In Treasury — 678/ 40 v csnrsnvnsmsnnsssssnnsinsess
E. C., Company (Saw Menufscturers -
Indianapolis, Indinna)
Federal Bureau of Investigation report......vvvecvnue.

Belgium
=] A3 44 .
See nar Conditions

Business Conditions
chuu;ic Developments: Noble (Commerce Departoment) report -

6/6/140
i
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reporting to be continued
nf rﬁjectiwn of r1liti.nal fuz
teronautics Authority - 6/6/4

lrl'.'-'llii-l---

»\,._tr‘u_; ers
See lnr Conditions:

Financing, Government

lf-ﬁl'-':ff.ﬂ:
Hell memorandum on pessibilities

Discussion by Tre#.un- groug of
on Furopesn situstion - ”fin.
Foreijn-Owned Securities

See War Conditions
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Gas, Natural
Utilization of for chemigal products:
Burean of Mines edrcular...........coovuvncncnnnnnnns 269
General Counwsel, Office of
Eeport of studles for May 1940...........

Ses War Conditions
Great Britain
Bee War Conditions: United Kingdom

-] =

Italy
See War Conditions

L

Enudsen, William 8.
Bes War Conditions: Airplanes (Procursment)

T

Lee, Josh (Senator, Oklahoma)
Draft wealth leglslation: Discusslon between Les,
Frank, and Currie explained for HMJr - 6/6/40
Leroy-Beaulieu, Paul
Letter of appreciation to HMJr - 6/6/40.........

- N =
| 3
Maritime Unions (Atlantic Beaboard)
Federal Burean of Investigation report......
Methodiet Episcopal Church (Philadelphia)
Vomen's Foreign Missionary Society: Federal Bureau of
Investigation report acknmowledged - 6/6/40.....
Mexico
Attitude toward foreigners: Federal Bureau of
Investigation report
Mt. Sinai Hospital (New York City)
HWJr inquires concerning sending unit to France -
&/6/40

Nary

S8ee War Conditions: United States
Nelscn, Donald M.

See ippointments and Eesignations
Netherlands

See War Conditions

011

See War Conditions: Italy
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Parker, Dale
See Appointments and Hesignations

- -

Remboursen Industrie Bank
See War Conditions: Netherlands

Ships
See War Conditions
Steel
See War Conditions: Italy

United Eingdom

See War Conditions
United States

See War Conditions

War Conditions
Alrplanes:

Procurement (future) - muthority over to be transferred
from HWJr to Knudeen = HMJr's letter to McReynolds -
6/5/40

a) FIR'e original manﬁrnndul placing
responaibility on HMJr attached

b) FDR's press conference .

c) Contracts to clear through Knudsen; HHJr
relieved of further responsibility - 6/6/40....

Bombers (Dive):

Conference; present: HMJr, Towers, Kraue, and Anderson -
6/6/40...... T N e e
Conference at HMJr's home on availability for French and
Eritish; present: HMJr, British Ambassador, French
Ambassador, British Alr Attachbk, Jacquin, Towers,
Stark, Welles, Purvis, Bloch-Laine, Nelson, and Young -
Ef&fiﬂ
a) Buppurting nanorandn provided by Marshall -
&6/6/40
b) Leroy-Beaulieu's letter of appreciation -
B/6/40. . ...t
c) Navy releases fifty; dulivery to Buffhla starting;
Purvis told to begin preparations for flying
bombers to Halifax - 6/6/40

Havy release in preparation for gquestions at

FIR's press conference on surplus materiel

concerning these surplus planes - 6/7/40:

See Book 270, page 1

Conference at HMJr's home on equipping planes with

bombs; present: HMJr, Woodring, Marshall, Stark,

Felson, Foley, Cox, and Young - 6/9/40: Book 270,
page 172

1) HMJr tells Purvis outcome of conference -
6/9/40: Book 270, page 193




- W = (Continued)

¥ar Conditions. (Continued)
Airplenes (Continued):

Contracts to elear through Knudsen; HUJr relieved
of further responsibility - &6/6/40..cusee.

Engines:

Rotiu Royce: Ford now thinks they csn manufacture -
5 AOIIIIlllii‘l.*i‘!!illIlll-lll-l--l-ll-""'--.--"t
a) HiJr tells Kpudsen to tell Ford they
must manufacture — 6/6/40.ceeeenasnnnnnnnas
Army Adr Corps types: HWJr acknowledges Woodring
meROrandnm = B/ 5 A0 ciisnsna e nanannanasr s nnee
Requirements and Sources: Cover-all report prepered
by Aercnautical Section, Netionsl Defense
Commiasion = G/6/40.caccsassscanssnsns

Ford Motor Company: "Educationsl order" suggested by
Arnold (Chief, Air Corps); transmitted to Louis
Johnson by HiJr; later withdrawn by Arnold -

6/5/40.

Requirements and Sources: Cover-all report prepared
by Aercnautical Section, National Defense Commission -
6/6/40.. i e R a4 s nin

Belgium:

Sltuation in face of King's surrender discussed by
Belgian Ambassedor and Berle (State Department) -
VLT R

Family of Hing Leopold: Federal Bureau of Investigation
TOPOY G e s bt b s omnnnvisnineresss

Canada:
Empire Training Program: Serious situation because of
transportation problem from United Kingdom - 6/6/40..

g) Bitustion discussed by Knudsen and HilJr -
6/6/40.. ..

b) Knudsen, Purvis, and HiJr discuss placing of
order with Jacobs Menufsecturing Company for
2000 engines - 6/7/40: See Bogk 270, pages 171
and 123

China:

Burms Roed: Transit trade with China in supplies other
than wer materisls during April 1940: American
Consulate, Rangoon, memorandum - 6/5/40.cessssssnasss

Industrial Enterprises: Removal of to unoccupled ereas
by the Government: American Consulate, Yunnanfu,
memorandum — 6/5/40.ccaccsssnnannns e 98

Exchange market resumd - 6/5/.0, et cetera 172,310
Foreign-Owned Securities: Ruling reletive to importation of,
ot cotara = &/6/40. iccincnnnnasnsasnansas : 343
a) FDOR's added suggestion for guidence of Treasury,
Securities and Exchange Commission, and Federsl
ReBerve BoRrd.sssssssssnssssnasnssssansssssnsasnsnns
Germany:

Economie conditions reviewed by American Embassy, Berlin -
6}"5}"’4&........'..'........oo.----aaqqqq....----t-rt--l-l--i

Funds for German Consulate General in New York:

Federal Bureau of Investlgation report acknowledged -

ﬁfw’mi!totu""'tiliiiiltlllil[l.“‘pll’ll sersshensns




- W - (Continued)

Wiar Conditione (Continued)
Italy:
Steal orders now on hand in United Stetes.........
a) HiJr discusses possible embargo with Hull -
LT PR ST SR A e T R e LT
01il: 175,000 tons trans-shipped to Germany within
last few months: Bullitt cable - 6/5/40..eesvanss
Stook prices charts = E/5/40.cecsssssnsassasnnnsans
Hachine Guns:
See War Conditions: United States (Surplus Materiel)
Netherlands:
Remboursen Industrie Bank: Resume provided by
French Finenciel Counselor, New York City -
Bl A0 s i e s e e e e
Ships:
Destroyers: Purvis asks HWr as to possibility of
getting some
a) HiJr asks FDR who will see Stark and may be
able to release tem - 6/5/40..ccnnsnsscannaas
Expension Program (Navy): Compton memorandum
8) Knudsen provided with copy by Hillr -
b/ 5 iD s annnaas R A e
United Kingdom:
Bank of Englend account with Federal Reserve Benk
of New York: Arrengements made for authorizations
in case communications are cut between England
and United States = 6/5/40..ueeccnnansssnnnnnnnnss 177,314,315
a) Proposed instructions from HiJr to Federsl
Reserve Bank of New York sent to FDR for
approvel - &/6/40.. . 206
1) Approval 343
United States:
Havy: Obeervers with British fleet - permission st last
granted — 6/5/40. cccircrssansns T e B4
Purchasing: Coordination discussed by HWr and
MoBeynolde = 6/6/4D. csuanssssssnnssnssssns
Surplus Materiel:
Conference on details of trensportetion; present:
representatives of Purchasing Missiom, Treasury,
and Coleonel Burne (now Aide to Knudsen and
SESEEININR) = 6 BIAD, s s anssnsmnnreasscrnbiie s saad
Agenda OlscuaBI0Ncssssssssssannstionssnnsbanesnssssnss
Bullitt-HiWr conversation — 6/5/40.ccusssncsssnnnnans
FDR's memorandum expressing great satisfaction -
6/6/4D s ccnrascrnessnsasneasssssseorsananenasanenne
Thompson Machine Guns: Availability of in Havy
Department — 6/6/40.cc0assssnsnasssnsssasinnanassss
Publieity in London: Early advises how to handle -
VTS T
Weather Reports (Atlantic)
To be continued by Cosst Guard becsuse of rejection of
additional funds agked for by Civil Aercnautiecs Authority -
6/6/4Ducscsscsscsaresssssssunsssnnsnssasssrens enasvenaasa Sk




Mr, Donald M. Nelson,

Washington, D. C.

You are hersby appointed, effective Juno 5, 1940,

an Aseistent to the SBecretary, in the Offlece of the See-
rotary. For such services as you may perform durlng
the period of your appointmont you will be paid the sum
of $1.00, from the sppropriation, ™Salaries, Office of
the Bagreatary®.

You are hereby nuthorized, until Curther notice,
to perform the duties of Acting Sirector of Procurement.

Very truly yours,

(Signed) H. Morgenthau. Jr.

Seoratary of the Treasury.

Ly,,;i.};‘z,xs Jﬁwz‘“f—’




THE SECRETARY OF THE TREASURY
WASHINGTOM

June 5, 1940.

My dear Mr. McReynolds:

On Mondey, June 7rd, while lunching with the President, we came to
a rutusl understanding s to the future procurewent of airplanes and
engines for the Govermment. In this comnnection I em enclosing a copy of
the Prenident's remarks on the subject at his press conference on
June Lth.

There is much of thie business pending end I think it importent
that the instructions which the President gave to the Secretary of War
and the Seeretnry of the Navy on May 24th be revised so thet the author-
ity which the President placed in ne in coordinating these matiers will,
in the future, be vested in Mr. Kpudsen.

In order to expodite thls metter, I am enclosing herewith for your
ready convenlence copiee of the Presilent's memorsndum of May 24th to
the Secretury of War and to the Secretury of the Navy, whick instructed
thnt pending the setting wp of finnl rachinery thie coordination would
closr tirourh the Secretsry of the Tressury direct to the Fresident.

In vivw of the grest responsibility whick I have Leen carryipg in
counection with these sirplene smid eirplane engine problems I would like
Lo recoive formal notice fros the Premident relieving me of this.

Yours sincercly,

Socretory of the Tressury.

Tl T GoenbaTs,,
-2 a-e

Honorsble Willies H. Weheynolde,
Admindletrative Assietant to the President,
The ¥hite liouswe.

Copy to:
Lr. Knulsen Chief of Nawval Operutions
Seeretary of War Adviral Towers
hesistunt Secretary of War General Arnold
Chief of Staff, U.B.A. General Erett
fecretary of the Navy Captain EKraus
hssintent Secretary of the Navy Coclonel Burne
Dr. Ceorge Eead
(witl enclosure - copy of verbatim report of the President's press
conference of June Lth)




May 24, 1940

MEMOHANDUM FOR

THE SECRETARY OF kAR
THE CHIEF OF STAFF

Flease let me have on Monday the
rrogram of requirements in eircra®™ by
types which will be ordered as =oon as
rossible as a result of the new legis-
lation. I understand that the Army has
rlaced orders for all of the 5,500 olanes
under last year's exmension rrocrem. T
understand that the new leg!alation
authorizes the purchase of 2,400 ad-
ditional planes.

I understand that such a program

of requirements by types has been
initiated.

It is of the utmost importance that
no contracts be entered into from now on
elthar for e8 or englnes or for the
developmant new types of planes or
engines without coordinating this with
the general program as a rule.

For the time being, until the final
machinery is set up, this coordination
will be cleared through the Secretary of
the Treasury to me as Commander-in-Chief.

Please see that this is carried
out in toto.

¥. D. R.




EXCERPT FROM PRESIDENT ROOSEVELT'S
PRrSS CONFERENCE OF JUNE 4, 1940:

Oh, look! There is one thing I want to get in the record.
You needn't bother to listen to it but I want Kannee to put
this in the records of the press conferences. It has to be
said and it doesn't affect the newsmen here at all,

About three weeks nmgo, about a week before I went up to
the Hill with a message on National Defense, we started in to
do some very quick survering on certain subjects. One of them,
for example, was the question of personnel. I asked Harry
Hopkins to handle that, temporarily. YWell, we got everything
tied together so that we were able to get a general program.
Another thing I turned over to him, temproarily, was this
question of getting these materials together that we were short
of in the country. Well, I worked on that for about a week and
that was all solved and settled, practically.

At the same time I asked the Secretary of the Treasury to

job for me on airplane engines, temporarily,

do a quick survey j
end also on machine tools, temporarily. This was merely a survey
so that we could put together with some intelligence our requests
for appropriations for national defense. MNow, the newsmen were

not responsible in any way but there were certain commentators

and certain editorial writers who proceeded to write absolutely

false statements of fact against Hopkins and Morgenthau that

they were going to run the national defense, Of course, they




- 8 -

knew that was not so, every one of them who wrote these stories.
They were told, incidentally, that it was not so, that these
various things would be turned over to the machinery which was
being prepared at that time, When the Commission of the Council
(for National Defense) was set up last week, of course, the
original intention of the previous three weeks was put into
effect. On airplane engine business, there had been a lot of
work, very excellent clearing work had been done by lorgenthau
and that was turned over to Kr. Knudsen, and the machine tool
work was turned over te lMr. Knudsen, and Kr. Hopkins is turning
over the personnel to Sidney Hillman and the materials--what do
you call the materials?

Strategic materials.

Strategic materials, The only thing that now remains outside

the Commission of the Council is the coordination of the foreign
government purchases in this country, which has, primarily,

a financial aspect and that will remain in the general coordinating
field of the Treasury Department, of course, letting both

Mr. Knudsen and Kr. Stettinius know at gll times what is proposed
in the way of additional orders and alsc how the actual production
and deliveries are going, of course, in accordance with schedule,
The reason for keeping that in the Treasury is, of course, it is

primarily financial and, secondly, because--what do you call it?

The Allied Purchasing Cormission has been working with the

Treasury since the beginning of their purchasing program. ESo

we proceeded in accordance with plan outlined a month ago and




I don't believe, on the part of these commentators or editorial

writers, that there will be any apology or any retraction of the

false news that they have been disseminating for three weeks.

Thank you wvery much,




June 5, 1940

My dear General Watsoni

I am incloesing herewith a memorandum which
I would appreclate your reading yourself and then
putting it in the hands of the President.

To get this surplus material cleared has been
one of the most Aifficult undertakinre and I am
plecsed to be able to report that at last the ma-
teriel is rolling.

Yours sincerely,

General Edward M. Watson,

The White House.




June 5, 1840

My dear General Watsonm:

I am inclosing herewith a memorandum whish
I would appreciate your reading yourself and then
putting 1t in the hands of the Presldent.

Te get thig surplus material ocleared has been
one of the most Aiffioult undertakings and I am

pleased to be able to report that at last the ma-
terdel ies rolling.

Yours sineerely,

Gensral Edward M. Watson,
Tha "hite House.




June 5, 1940

My dear GCeneral Wateont

I am inclosing herewith a memorandum which
I would appreciate your reading yourself and then
putting 4t in the hands of the President.

To pget this surplus material cleared hag been
one of the moat dAiffioult undertakings and I am
plecsed to be able to report that at last the ma-
teriel is rolling.

Yours sincerely,

General Edward M. Watson,
The "hite House.
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Bugn28y

1,157 Cal..30,

T Cal, +»30, mach, gon, Vigkers, ground type

3-.'“3 m; on' h“lll. 'I-I'lk “’_ m

15,838 Cal..30, Marlin airer, machine gun

5,124 Oal..30, Vickers airor. machine gun

26,040 Cal,.30, Lewis aircraft machine gun

10,000 Cal..30, Browning machine gum M1917

25 Cal..30, Browning automatic rifle M1918

Oal, .30, Rifle M1917 (Enfield), used

75 mm Pield Ouns (British)

2% Stokes Trench Mortars

Roundms Cal,.30 Ball Amsmnition - per M

Cal,..45 Revolveras

Rounde 76 mm H.E, Shell

Lbe, TNT (per pound)

Lbs. Smokeloss Powder (bulk) for 1656 mm
Gun  (per pound)

Lbts. Bmoksless Powder (bulk) for 155 mm
How. (per pound) .42

Rounds Ehell H,E, for 3" Btokes Mortar l1.28

ADDITIONAL ITEMS ADDED BY CHIEF OF ORDMANCE 6—4-40
Agcessories for Browning Machine Oun M1917

100,000 Assunition Belts
Ammunition Chests
Water Chests
Steam Condansing Device
Balt Filling Machines
1918 Tripods

58588l
CERESZ2383283

888888888

128,00
756.00

A1l prices are "as 1s" and "where is", exclusive of packing, handling,
and shipping charges, Any reconditioning must be effected without SXpanss
to the U, §, Oovernment subsequent to sale and removal from VWar Department
depote and by non-¥ar Department agencies.




My dear Cordell:

I am inclosing herewlith photo-
statie coples of the two memoranda on
alloy stesl and molybdenmum for Italy
about whieh I spoke to you on the tels-
phone this morning.

Yours sineersly,

Hon. Cordell Hull,
Secretary of 3tate.




My dear Cordell: .

alley
about whiesh
phone this morning.
@ Yours linqnlﬁ:.







Washington, D. C.

June 5, 1940.

ALLOY STEEL FOR ITALY

We are advised that Itely hus outstanding in the
United States Alloy Steel orders of wvital importance
to her war potential. The fact that, against her
standard practice, she is now buying these steel al-
loys in the finished from 15 a proof of the urgency
of her needs. It is understocd they are reguired for
aeroplane mamifacture and the extent to which Germany's
requirements are involved is of course difficult to
assess.

The orders on hand with the five wost important
steel companies, i.e. with Republic Steel, Crucible
Steel, U. S. Steel, Sethlehem Steel and Timken Roller

Bearing of Canton, Ohio, have a total value between .
[ )

44,000,000 and $5,000,000. '
=

It has been ascertained that the steel companies
in question would be prepared not to ship this steel
if it were intimated to them that it is against the
United States Administration policy that such aircraft
steel should be shipped out to Italy.

Actually the Allied Governments are prepared to

buy this steel themselves as they themselves have need

of it for aircraft purposes.




MOLYBDENUM FOR ITALY

Italy has already purchased this year enough
Molybdenum to take care of more than her total
domestic requirements. There is every reascon
to believe in fact the producers themselves strongly
suspect; that she is buying for Germany.

There are two shipments projected in the near
future amounting to some 200 tons which it 1s under-
stood the producers would be quite willing to re-
frain from shipping if they thought this was in ac-
cord with U. 5. Administration policy.

In the present circumstaices, would it be
possible to stop these shipments?

It may be of interest to note that all the
producers have recently agreed not to accept any
further orders for Italy, so only the outstanding

shipments referred to are in guestion.

Washington, D. C ¢ |

June 5, 1 4C.




To:

Fronm:

The Secretary

Hr. Toung

THOMPSON SUB-MACHINE GUNS

ARMY

I have been advised by the Office of Admiral !3pear
that the Navy has on hand 426 new Thompson sub-machine
gune at a book value of $321,00 each, If orders were
received from the proper amthority, these guns would be
raleased for transfer, provided that the Havy received
the money for replacement orders.

Under exlsting legislstiom, it 1is posgeible for these
guns to be transferred from the Navy to the Army, but the
pending Army authorization bill would have to become law
before the Navy could receive the exchange value »f these
guns for replacement orders.

Colonel Purns informed me that the Army has no
Thompson sub-machine guns to relesse,

Colonsl Furne informed me tonight that, although the
War Department could not release delivery on 15C0 tons of
new THT as requested by the Anglo-French Purchasinz Board,
1t would release immediately 3500 tome (7 millionm pounds)
of zrade 3 TNT. It is my understanding that this THT to
be relessed, although old, is in serviceable condition.

MACHIEERY

I was advised by Colonel Burns that the Wer Department
had no objection to the release of the powder nachinery,
ineluding the nitro-cellulose and amnonia oxidizetion equip-
ment, over and above that machinery needed for the naw Army




powder plants, I have not yet been able to determine
how mich of this machinery will be so utilized,

Mr, Oox is worlcing with Gemeral Gullion and Colomel

Cremer of the Army on a procedure for the legal transfer
of such equipment,




The Secretary

Mr, Young

CURTISS-WRIGHT CORPORATION

The British have exercised an option dated May 31,
1940, for 1,450 propellers (three different models), in-
cluding 10 per cent spare parts, This contract has a
total wvalue of $7,456,000 with delivery scheduled from
September 30, 1941, through Decamber JI1, 1941,

The French exercised an option dated May 31, 1540,
for 1,890 propellers (two modela)., Total value of ths
contract amounts to $8,240,000 with delivery to be made
some time during 1941 (exact schedule not yet available).

The total value of these contracts amounting to
$15,696,000 includes $1,000,000 of development costs
heretofore incurred by United States Government.

In addition to this total wvalue, $2,080,000 has
been contracted for expansion of plant cepacity, $245,000
for personnel training and overtime, and $336,000 for in-
coma taxes. :

The total valua of these contracts plus capital
nssistance items amounts to mpproximately $18,357,000.

HORTH AMERICAN AVIATION

On May 28, 1940, thes French contracted for 450 NA-76
tralner airplanes, and 550 Pratt & ¥Whitney 1340 S-3H1
engines, Delivery of this order to start Augzuet, 1941,
and to be completed in June, 1942, (for the airframes) snd
August, 1942, (for the enzines)., Total value of the con-
tract amounte to $16,386,000; no capital commitment involved,




QONFIDENTIAL
Dear General Arnold:

Based upom your conversation with Nr. George J.
Mead this morning, and at his direetion, I am retura-
ing herewith your memorandum to the Assistant Beere-
tary of VWar under date of June 1, 1940, ia whish yom
disoussed the advisability of placing an educational
order with the Ford Motor Company for the fabricatioa
of P-38 (Lookhesd) two-engine pursuit airplanes, te-
gether with a letter from Assistant Secretary Johasea
addressed to Secretary Norgenthau of the Treasury.

It is Mr. Morgenthau's understanding that this
disposition of the matter is satisfaotory So you as
you do mot desire any aotion to be initiated at pres-
en%,

Sineerely yours,

118, M, Erans

.| N, ‘ﬂ“
Enclosures

Najor Gemeral H. H. Arnold
Ghief of the Alr Corps
VWar Departament
Washington, D. 0,

oo: Hon, Henry Morgenthau, Jr,




Dear Mr. Beeretary:

What do you thiak of attempting
to give Ford the edusational order set
forth in the attached memorandum?

Sincerely yours,
(Bigned) Leouis Johmson

Honorable Henry Morgenthamw, Jr.
Seeretary of the Treasury
Treasury Departaent




CONFIDENTIAL

War Department
O0ffice of the Chief of the Air Jorps
Washingten

June 1, 1940
MENORANDUM FOR: The Assistant Seeretary of War
SBUBJEOT: Edusational Order for Ford Motor Company.

1, The discussed emergency airplane proocursment programs
indieate a requirement for approximately 2600 two engine
ursuit airplanes, The P-38 airplane manufactured by the
kheed Company 1= the only airplane of this type now in
production in thie country. The Lockheed CUompany's oapa-
01ty 13 largely obligated for the produetion of export
bom s,

—
-

2, The immedlate placing of an educational order for this
model of airplane 1s essential to expand productive capa-
eity to meet indicated requirements. BStatistlioal data in-
dicate that the P-38 airplane as now fabricated by the Leok-
heed Company requires an excessive number of man-hours ocom-
pared with other eimilar types. The Ford Motor Company's
previous sxperisnce im the construcstion of all metal alre
planes and thelr experience in mass produstion in the au-
tomotive industry is oconsidered to qualify the company as
a “ogleal souree of additional capacity fer this type of
a:l..rpll.nl.

T i
e
+ I.-

SREFTE R

3. It is recommended!

That authority be granted to negotliate with the
Ford Motor Company for the plasement of an edu=
caticnal order for the fabrication of the P-3§
(Lockheed) two engine pursuit airplane,

That the negotiations provide options which may
be exsroleed to seoure the necessary produstion
tools,

That funds in the amount of $750,000 be made :
avallable to provide for the cost of re—englneer-
ing to facilitate the application of mass produs-
tion methods,

[ —

—

B, If the foregoing be approved it is recommended that
Ao announsement be made pending the completion of nego-
tlations with all interested individuals, including the
Lookheed representative,

_— =

H. H. Arnold
Major General, Air Corps
Chief of the Alr Corps

I —
-




June 5, 1940.
10:15 a.m.

RE BRITISH PURCHASING PROGHAM

Preaent:

Purvla:
HoModr:
Young:

HoM.Jr:

Young:

H M, Jr:

Mr. Purvis

Mr. Bloch-Lalne
Mr. Ballantyne
Colonel Jacquin
Mr. Nelson

Mr. Young
Admiral Spear
Colonel Burns

Bhall we start right in? What I have done 1s
this: I have invited for 10:30 Colonel Burns,
who has been put on thie committee in place of
the Quartermaster General and Armmiral Spear,
go they are coming in. I thought they could
81t here, and incidentally, Colonel Burns has
been aselgned to be Alde to both Knudsen and
Stettinius, so that makes 1t perfect.

Yes, perfect.

S8c they are coming in to =it 1n on thls meetling.
May I make one comment?

Please.

The telegraphic orders to start the T.N.T. and
the smokeless powder rolling were not 1issued
due to the objectlon by the Chief of Staff that
he 41d not wish to have a hundred and twenty
carloads of T.N.T. sitting in such a congested
area as Raritan for an uncertain perlod of
time. However, warning telegrams were sent

to have the stuff ready for shipment, so all
they have to do is Just put 1t on the car and
it will come.

In other words, it is up to the Allles to let
them know when they have got a shipment ready.

FProm my knowledge, that sounds extremely
sensible.
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charge to get in touch with all those move-
ments of traine and things. We can't --

Well, may I make a suggestion? No. 1, that
I would work out with Mr. Nelson afterward
and with Colonel Burne that situation.

Yes, elr. Can we not, Mr. Becretary, use
Mr. Budd and hies group in arranging that?

Fine. This thing, if the Allles wlll appoint
gomebody and then afterwards, Mr. Neleon has
the room next to Philip Young, and afterwards -
Just that question --

We can take all those questions and get them
settled.

Mr, Nelson and Mr. Young. The two of them
will continue it. As they say, I wlll pass
that one. Anything else, Phil?

No, sir.

Now, Agenda. "Supplies: Bmall Arms Ammunition.....

(S8ee memorandum)."

Would you like to glance at those? They are,
none of them, long. I thought we would just
take a serles of things.

"Amonget the stocks which we arranged to
purchase yesterday were some 50,000 machine
guns, 25,000 Browning automatic rifles, 500,000
Lee Enfleld rifles." And those are all .30

calibre. "Normally a minimum of 10,000 cartridges

per machine gun and 1,000 cartridges per rifle
are required.

"The complement of small arms ammunition for
the above would therefore be of the order of
one billion three hunidred million cartridges.”

That would bring us to three hundred fifty
million againet what would be a normal comple-
ment of one billion three hundred million, but
on the other hand we realize there ieg a shortage




H.M.Jr:
Purvia:

E.M.dp:

Young!

_3_
and 1t 1s only an appeal for a little further
help in that very lmportant line.
Again, teke that up with Burns.
Yes.

And don't think I am Jjuet slde tracking - go
ahead, Phil.

This particular problem of emall arme ammunitlion,
.30 celibre is now belng studled and looks
hopeful even since last night.

Thank you very much. We entered that plea but

I thought that as everything else had gone very
well ==

But I want from now on twenty-four hour service
ingtead of one day.

Incidentally, he has been doing pretty well.
Vhot

This fellow.

Oh, Phil? He is swell, I am talking about the
Army. I think the Treasury 1s good.

I think the Treasury 1s fine.

No, I am talking about the Army. I mean, there
18 no reason why a question like that can't get
an answer in twenty-four houras.

It looke hopeful.
All right.

Ailrplanes: "We have received further cables
expressing great anxlety as to the poselbllity
of obtalning immediate release of 100 or more
A17A Northrop Dive Bombers, 200 P36 along with
any quantities of pursuit planes and bombers
which could be made avallable." :

Now, where are those Northrops? Are those
Army or Navy?
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The reason I wanted Colonel Jacquin was this,
Colonel. I don't think you can get these
Northropa, but you can take it up with the -
this committee when you leave the room, but

I have got another idea which I want to handle
alone; and if you wlll tell me about 1t - I am
seelng, very confldentially, at a quarter of
twelve, Admirel Towers, and I have asked him
whether he would look over and let me know -
Admiral Towers and Captain Eraus - if they
would start with thelr oldest dive bombers
that they have got, the very oldest, and how
many of those could they epare, glve them to
manufacturers, and get other ones for immediate
release.

Yes.
Are you familiar with what the Navy has?
Ho, I am not familiar with that.

Would you mind being back in Mr. Young's offlce
at a quarter of twelve in case I say - 1ln case

they say this 1s what they have got, I can tell
it to you.

Yes.

But if it 1s falrly recent stuff, wouldn't you -
and you could get 1t at a reasonable price,
wouldn't you be glad to get 1t?

I should think the answer 1s definitely yes.

I mean, the dive bombers are a Navy creation,
you know, it 18 not an Army creation. It ls

a Navy creation. If I could start with the
gtuff that they have on hand and could get that
for you immediately - they turn it in to the
manufacturer and the manufacturer would glve
it to you. That, I think, 1s feasible. Thls
other thing we can try, but I am not very
hopeful.

On this paper you will see that we are asking
delivery dates on the Navy dive bombers.
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We will have to study this, but I wae thinking
of something that I might be able to get you
in the next day or two.

Yea, quite.

But thlis combat thing, we will have to study.
This is the best shape you have ever presented
it to 'me in. I think you did it to make a
good impression on Mr. Nelson.

That is a thought there. I sald the same
thing this morning. You let the cat out of
the bag. The only thing is, they changed the
paper on me on the way, after I had changed
it another way.

Now, this comes from the President at 9:35.
Here 18 a message from Mr. Bullitt.

"I urgently requeet Thompson Machine Guns.
Can you teke 5,000 from the stocke of the
Navy or at least a thousand -" I mean he
says, "well, I will take a thousand - five
thousand or at least a thousand - and send
them in the most rapld manner to Paris."
Well, I will take this up with Admiral Btark,
myself, see.

Yes.

I will take thie up with Admiral Stark myself.
I take 1t if we can get it, the fact that
Bullitt asked for 1t three times now --

A check will be in the hands --

This i1s Thompson sub-machine guns.

We are trylng to get every one we can.

Now, the next thing, "A certaln amount of
bomba, and ammunition, as otherwlse the planes

would be of no use for a long time." Is that
the same stuff?

It 1s the same stuff, and the Chief of Staff
gald last week - and tha* 18 the reason I am
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bringing it up agein - 1t means much earlier
deliveries and he was much more hopeful,
apparently, that something could be done,
because after all, he sald, this was bought
for an emergency and yet it seems impossible
to get 1t direct since it is potentimlly there
for the Army to use, and if ever an emergency
arcse, this 1s the one.

Well, I think affer you gentlemen get through

here, 1f you mdjourn down to Mr. Nelson's

room and take Admiral Spear and Colonel Burna

with you, and take this memorandum with you --

We will go through 1t, plece by plece.

My understanding 1e that both - I don't know
about the Navy, but the Services are very
anxlous to get 1t. It l1ls purely one of these
legal works which 1s holding this thing up.

If it 1ie legal, then get our good friend
Ed Foley in this.

That is Just what I had in mind. I would like
to see our own legal etaff working on that
queatlon.

The Chief of 8taff thought that one very hopeful
thing might be that the United States Administration
might own the equipment in the plants of the makers
in epeclal clrcumstances.

In the room, 1t 18 our own legal staff who worked
out thie surplus thing, you know that.

I suspected it.

That oplnion was written - the opinion of the
Soliclitor General was written at the other end
of this hall.

I gee.

80 I mean, when you get ready, get Ed Foley in
to be with you.

"Trinitrotoluol: When I last saw General Marshall
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on May 31lst, he indicated - ", incidentally,

I talked to CGeneral Marshall this morning

and he is gimply delighted that Colonel Burns

is going to work on this committee. He says

he is the best man and it is going to be helpful
to him to have Colonel Burns.

Yee, quite. We are delighted.

"When I last saw General Marshall on May 3lat,
he indicated that in addition to the 5,000 tons
of old stock trinitrotoluol (which we have since
been glven the opportunity to acquire) it might
be possible to let us have priorities during the
next few months on delivery of 1,500 tons of
new trinitrotoluol with the understanding this
will be replaced in a few months' time when our
new factories come into production.

"It would be very valuable 1f this oriority
could be granted us."

That would enable us to make use of 1t for
ghells. The others are good for shells.

Did you see that Mr. Parrish from the Standard
011 of New Jersey sald he could make T.N.T. -
the president of Standard 011 of New Jersey
gald that he could mske any quantity of 1t?

We are going to need a great deal. Bombe have
got to be made on this side of thls slde of the
water and we have got to add tremendously to
the quantities. I will follow that up.

8tandard 011 of New Jersey.
They can make toluol, too. Of course, they

have cracking refineries and the trinitrotoluene
is merely another atep.

He sald yesterday they were prepared to make
any quantity for the Government that they want.

Just let me stop here a minute before these
other people come in. The other thing that I |
wanted was this, Mr. Edgel Ford telephoned
yesterday that he - he has changed his mind

and his englneers now say that they can do
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Rolls Royce. They have changed thelr mind,
although we have thls - this Hlepano 1s on 1lte
way over.

I don't know.

Oh, I got the cable.

You have an answer on that?
Yes, didn't we give it to you?
You told me yesterday, yes.

It 1is coming over, the Hiespano, but we here
feel - we may be wrong - that the Rolls 1s
better. What do you think?

Oh, I think the Rolls 1a better.

Good. Well, then, would you - could you get

me an answer by Monday mornling that 1f we go

into production in Rolle, whatever the latest
model 1s - I guees 1t ls the --

The Merlin --
It 18 one we have got here.
The Merlin?

Yes. Pleces of 1t are right downstalrs here,
if you want to see it. Incidentally, we have
got the crankshaft of the Rolls alongslde the
erankehaft of the Allison., They are downstalras
if you care to gee them. It is very, very
interesting to see them and the connectling
rods. They are both there.

The Marlin 20, I think, was what you had. How-
ever, that is detalls.

Well, you could get - arrange, Phil, that he
(Jacquin) sees George Mead so he will know
which one it 1s. It is the one which 1s over
here now. Which is the one we have over here
now?

I am not sure whether you have a Merlin 12 or
a Merlin 20 has since come in or whether the
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things are the same.

Well, get the thing, because what I would like
to know more than anything else, is how many
would the Allies like to have, if any, per
month, of Rolls Royce engines, see. Edsel

Ford is supposed to be coming back here Tuesday,
and agaln, very much in thie room, he dropped a
remark that he might be willing to make 1t for
the United States Government. He didn't know
whether he would make it for the Allles. I told
him that the British Government had done me the
honor of glving me the patente, and I wouldn't
give him the patents unless he would make them
for the Allies, and furthermore - he esald,
"Well, I will tell you, we could maybe sell
them to you and then you could sell them."

I sald, "Nothing doing, I want a yes or no."

He wante to manufacture for the Allles or he
doegn't. If he doesn't want to manufacture

for the Allies, I certainly wouldn't glve a
license to Ford to manufacture an English
engine which he wouldn't make for the Allles.

What is hils objection to us?

fell, look =t the decoration his father has
from Hitler. Whnt do they call it, "Black
Eagle" or something? He and Lindbergh both
have the same.

I think they have the same.

They have the same, but we are doing a little
gossiping here, but by Monday, gentlemen, do
you think we could have an answer?

I was epeaking on the telephone this morning
and he was all prepared to come down and talk -
but thie you want especlally for Monday --

I want to know Monday 1f we go into productlon,
how many you want per month.

I know the number for the French, eight hundred.

Eight hundred a month, well, it will Dbe easy--

You want elght hundred a month?
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Yea.

It will be easy to do that. My experience with
Jacquin, when he says he knows what the French
want, he knows 1t very well.

Well, I don't have to walt until Monday. I
love to be rushed.

Well, we will gee if we can get 1t in a rush.
Can't you get i1t right from Lord Beaverbrook?

I have already got some of 1it.

There is no trouble. I mean - this fellow
Olley, he is here, he knows. He knows what

we have got and he knows - he talked 45 minutes,
#2L7.50 worth of my time to his factory, so he
ought to know.

I gathered 1t was a long telephone meesage.
Yes. I don't know what was the matter with the
Eritish Embassy telephone. He must like mine
better. But you want 500 a month?

Eight hundred a month.

Beginning when?

Tomorrow?

Yesterday.

"Recently we have found difflculty in getting
machine tool manufacturers to accept orders
we have wighed to nlace with them.

"We now see from prese notleces that the
Administration has put an embargo on the

export of machine tools from the Unlted States.

If interpreted as applylng to Allled orders,

such an embargo might have a vital effect in

glowlng up produectlon in Allled countries, and

g0 make a material diffsrence to the war situation.”

Well, the answer 1s this: In order to be strictly
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neutral, most likely they are golng to take one
tool that 1s going to the Allies that you most
likely couldn't possibly uee, and one tool that
1s going to France, and then they can say they
have taken a little bit of everything, but the
ordere that they have got 1s not to take your
stuff.

I gee.

This 1s on machine tools. I gay, the orders
are they may take one French tool and one
English tool and then say, "Look how neutral
we are," but I think you have got to watch
that Navy crowd. This Captain Almy - this
again would be Knudsen, but this Captaln Almy
has got a long arm. I think he might grab
gomething. Hle orders were not to grab your
stuff.

Thank you, that 1s all we want.

But I wouldn't gusrantee 1t. I think --
We should be watchful.

Japan and Russia don't like it elther.

That will break my heart.

I read this "B" before, Combat Planes.

This is the one that was changed. That 1ls
probably where you got it. I gave you an
extra one. This is the one that was changed
when I was on the telephone.

Then this should come out, shouldn't 1t?

I think I shall have to fix up your sheets
by mail and give them back to you.

But that is the wrong one, len't 1t?
This 1s the right one, but you have got

another copy of 1t. I gave you another
coDy.
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Is this the right one?
No, the second sheet.

"We are advised that Italy has outstanding in
the United S8tates, Alloy Steel orders of vital
impor tance to her war potentlal. The fact
that, agalnst her standard practice she 1s

now buylng these steel alloys in the finished
form 1s a proof of the urgency of her needs.

It is understood they are required for alrplane
manufacture and the extent to which Cermany's
requirements are lnvolved, 1s, of courae,
difficult to assess."

Mr. Nelson, ask any questions you want.
Thank you, slir.

(Admiral Spear and Colonel Burns entered
the conference.)

Let these gentlemen read this thing. While
you are reading this, I am golng to ask to

be excused. I want to get a little guldance
on Italy, and I will be back in the room in

a minute. 9o possibly - Colonel Burns and
Admirnl Spear, what we are trying to do here,
we are doing a little bit differently. The
Allied Purchasing Commission have come in

and glven us an Agenda, and we are golng over
1t. They I give them my reaction and then I
thought you would adjourn down the hall with
Mr. Neleon and Mr. Young and slt down and take
pleces of this at a time, and then we could
follow through and work that way. BSome of 1%t
has to go over to Knudsen and some goes %o
8tettinlus, and so forth and so on, but I
know if we can work this way we can get
resgulte. If you will just excuse me a minute,
I will be back.

{The Secretary and Mrs. Klotz retired briefly
from the conference.)

Mr. Purvis, do you know where there are any
shipments in the next counle of days on Alloy
Steel for Italy?
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The one that was golng immediately, I understand
on the telephone from Mr. Blume, they had declded
to sell to use, that partioular shipment. There
was a car on the road to the Seaboard, 50 tons.
He held it over Bunday. I got a cable Bunday
morning. They agreed this morning to sell it

to us.

Anything elase?

There ie nothing, I think, that wouldn't have
taken a week or so to bulld.

Because 1f, as I understand i1t, the blll will
pase in two or three days, so 1f there ls any
particular shipment that you think might elide
through this week, we would.be glad to help
you.

I think we can probably take care of 1t under
those conditions. May I count on you i1f I need
you and not if I don't?

If you need any help, until we get thle law
through Congress, we will help you. But then,
as of today, you don't need any help, 1s that
right?

I think that is right. It 1is up to us to come
to you if we really need i1t for the next two or
three days.

That takes care of Alloy Steel.

Now, molybdenum. Are there any shipments on
that?

There are two shipments. I have managed to
get the oroducers to agree not to take any
more orders, but there are two shipmente at
the moment which are very near to going. One
of them, I think, will not go until the 15th,
which will be all right from the point of view
of what you are talking about. The other one
I had better check again in the 1light of what
you are saying. Let us perhaps come to you
only if it 1is really essential. I will check
on the other shipping date.
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Right. In other words, what I am asking 1is,
between now and Monday if there 1is any shipment
of elther molybdenum or speclal steel and you
would like us to use our officeas behind the
BCEnes --

I see exactly.
We are ready to do 1t.

I willl check lmmediately on that, and we will
hope 1t doeen't become neceesary.

Okay.

Fine. That anewers polnt three, perhaps, the
gtatus of leglslation.

That was on your (=2, your Agenda here.

Yes. O=3 was to ask the status of leglslatlon
and you told ug that.

C=U 18 tungsten.

Tungsten 1s merely a report. There 1s nothing
to be done there. It 18 merely a report =- I
cabled imnedliately last night.

Golng back to 1t agaln, thls thing gets down
to planes and ammunition.

Small arms. ammunition, planes, and thelr
equipment and the trinitrotoluene.

You would be Just as well pleased to get scme
more of that TNT?

Absolutely, anything that you can release we
will take 1t all Just 1like that.

Well --
And nitrocellulose, probably the same way.

Well, the next thing to do 1s to go down %o
Mr. Neleon's office.

And we wlll arrange the detalls of 1t.
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And Mr. Young will go with you. Dld you
(Jacquin) learn anything about the engines?

About what?
You don't know anything about the engines?
You mean the number of engines?

Ch, one other thing, weren't you golng to
talk about engines for Canada?

Well, I am a little worrled about Canada in
this way. I have dellvered to Mr. Mead last
night the memorandum on the trainer sltuation
for France, Canada, Australia. England hasn't
got any demands or requeste to make, =0 he now
hae that. I don't want to --

I want 1t, please.

Yes. All right, I didn't want to bother you
about 1t until he had digested 1t, but I will
glve 1t to you ilmmediately.

No, if you don't give 1t to us, we can't push
1t.

True. I wlll see that coples are delivered
immediately. I am a 1little worrled about
Canada for thls reason, that the new munitione
supply has come 1n very well in a very co-
operative manner, but 1t just happens that

the firet two things he haes asked whether we
could help him with, we have really been the
cause of his being held up. Otherwlse, hls
Jacobe englne order 1s held up. I wondered
whether it would be possible to let them put
it all over the Jacobs, say for the next two
or three months. The quantities are very small
while the thing is belng worked up.

Could you, while you are back, send for a copy
of this memorandum and put it in the laps of
these gentlemen?

We couldn't get it photoestated, I suppose,
because I don't think we have any more coples
over here.
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H.M.Jr: Well, Mead's offices are still in the bullding.
Purvias: Yes, have you a copy by any chance, Bloch-Lalne?
Young: Do we have a copy of 1t%

H.M.Jdr: No.

Purvia: What happened, Mr. Young, 1s this: VWhen the
Secretary celled for me yesterday on the tele-
phone, they were preparing the memorandum. As
I ran to the elevator to try to catch a plane,
they handed me the only copy which was finished,
and that wae the orlgilnal which was addressed
to me and that waes the one I showed you yesterday
afternoon, but the coples haven't come down be-
caugse of the confusion of our leaving last

night.

I gave 1t to Mead thie morning. We can get
that back.

I think while you have everybody together you
ought to make the most of this opportunity.

Very good.

And Af i1t is a question of clearing for a

couple of monthe, I am sure you can get a

clearance. You ought to get 1t right away.
Purvia: I think it would be a very good thing.
H.M.Jr: For the morsle.

Purvis: Yes.

H.M.Jr: I think you ought to get a clearance right
away, and I am afrald - you see, Mr. Knudeen
Just coming down - they tell me he 1s s0 bogged
down and Mr. Mead, I think his group will
all move over there, so if you Just want a
few englnes, I don't see why you can't get a
clearance on them.

It 1s really all i1t 18, is tell Jacobs they
can go ahead for the time being for the next
two or three months.
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I ghould think they could get a clearance on
Jacobs, because the figures that I have seen
go far, nelther the Army or NHavy want any-
thing from Jacobs, what I have seen so far.

Well, if we may take that up with - Mead along
that 1line of thought, I think it would be --

Well, I would give 1t to thle group.
We will take care of 1t.

Mr. MNelgon, Colonel Burns, Admiral Bpear, glve
it to them so that they can fight your battle.

Yes, excellent. The only reason we sent 1t
to Mead was that after we left your room the
other day before Mr. Nelson came, we went
gtralght to his and he asked us to put this
memorandum on the table, but now the elrcult
1g duly filled.

Do you want tc ask anything, Admiral Spear?

I have nothing, no sir. Of course, the
gmaller ammunition, that i1z passed right back
in the Army because the Navy gets all 1ts
gmaller ammunition through the Army.

Colonel Burna?

No comment.

Mr. Bloch-Laine, anything you want to ask?

Only this, that you will think we are extremely
well stocked with questlons.

The only thing we haven't asked for is the
thing the President sent me this morning from
Ambassador Bullitt, can we get 5,000 sub-
machine guns, if not from the Navy - if not
5,000, at least a thousand, and I have a
gpecial memorandum from the President on 1t.
How about that, Admiral?

I will have to look it up, sir. That 1s the
Thompseon.
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The Thompson.

The Thompson. MNow, couldn't I have an answer
go I could reply to the President by tomorrow
morning?

Spear: I will get it to you this afternoon, sir.

H. M. Jr: Wonderful. Well, the best way - on those sort
of things, would you send them to Philip Young,
please, and he will get them to me.

Spear: To Mr. Young, yes..

H.M.Jr: But I would like to anewer the President. They
pay they want 5,000,

Spear: Or any part.

H.M.Jr: Or any part. I don't know why - doesn't the
Navy have Thompson sub-machine guns?

Spegr: The Army.

Burns: Yes, sir. All we have are in the hands of
troops right now. We don't have any reserve.

H.M.Jr: Does the Navy have any reservef?

Spear: I think there are some at the Naval Alreraft
Factory. I don't think they are the latest.

H.M.Jr: They don't care. And then the questlion of
munitions, too. In fact, if it len't the latest,
it is all the better from the standpoint of the
Mavy, because you can turn them in to the manu-
facturer and let him turn them over to the Allles,
and you can place an order for new ones.

Spear: I will find out the whole situation.

Purvis: ¥We have large orders on hand, but 1t is Just a
question of - Mr. Hitler won't walt.

H.M.Jr: If you could give me a pleture for the President --
Bpear: I will give you the whole ploture.
H.M.Jr: And, Phil, you hang on to the President's
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memorandum, will you, and then when you get
the one from Admiral Bpear, put the two together
and then I can see them.

Well, I think thie ls very good.

Very. Might I have one word about that special
measage that came in to me?

Sure.




(corY)

AGENDA

Disoussion with The Becretary
10 A.M., June 5th, 1940

A. Bupplies

Bmall Arme ammunition - ex etock (See memorandum)
Aeroplanes - ex 8tock and priorities (See Memorandum)
Bpare manufacturing equipment for explosives and
gemall arms ammunition (Bee memorandum)
Trinitrotolucl = Priority on 1500 tone
(S8ee memorandum)

B. United States Defense Programme

1l. Machine Tools - projected embargo (See memorandum)
2. Aeroplanes

(2) Trainer planee (Memorandum already given
to Dr. Mead)

C. Btrateglc Materials

1. Alloy Bteel for Italy (Bee memorandum)
2. Molybdenum for Italy (See memorandum)
3. Btatus of leglslation to control exporte
and re-exports
4. Tungeten Co-operative Purchase
(8ee memorandum)

Washington, D. O.
June 5, 1940.




BMALL ARMS AMMUNITION - EX STOCK

Amonget the stocks which we arranged to purchase
yvegterday were gome -
80,000 machine gune
25,000 Browning automatic riflee
500,000 Lee Enfield rifles
- all .70 calibre.
Normally a minimum of 10,000 cartridges per machine
gun and 1,000 cartridges per rifle are required.

The complement of emall arme ammunition for the
above would therefore be of the order of 1,300,000,000
cartridges.

The actual complement of ammunition which has
been ineluded in our purchases for these machine gune
end rifles is but 100,000,000 rounds. In order to
render the purchase effective further quantities of
«30 calibre ammunition are very urgently desired.

Would it be poselble to enagle ue to acqulre
eay en additlonal 250,000,000 - .20 cartridges?

Washington, D. 0.

June 5, 1940.




COMBAT AEROFPLANES

We heve received further cables expressing great
anxlety as to the poseibllity of obtailning immediate
relenge of -

100 or more A 17 A Northrop Dive Bombers
200 P-36

along with any quantities of pursult planes and
bombers which could be made available.
If 1% be impossible because of tralning require-
mente te release exliating opursult planes from etock,
18 there any chance of our obtalning eome additlonal
oriorities even 1f comparatively small for -
Curtiss P-40 pursuit planes which will be
delivered very soon
Douglas NHavy dive bombers which are now
under deliveries
and/or
Douglae A 20 and Glenn Martin B-26 which
will be delivered during the next three
or four monthe
If some of the sbove planes ere avallable, 1t will
be necessary to have at the seme time their normal combat
equipment, 1i.e.
Arme for all the planes
Bomb rackse, release mechanism, bomb and/or

gun sights,
A certailn amount of bombe and ammunition,

a8 otherwise the planes would be of no use for a long time.

Iaahingtnn, D. C.
June 5, 19]"'0
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TRINITROTOLUOL - PRIORITY ON 1500 TONS

When I last saw General Marshall on May 3lst,
he indicated that in addition to the 5,000 tons of
old stock Trinitrotoluol (which we have since
been given the opportunity to acquire) i1t might
be possible to let us have prlorlitles during the
next few months on dellvery of 1500 tona of new
Trinitrotoluol, with the understanding this would
be replaced in a few months time when our new
factories come into production.

It would be very valuable if this priority
could be granted ua.

Washington, D. C.




MACHINE TOOLS - PROJECTED EMBARGO

Recently we have found difficulty in getting’
machine tool manufacturers to accept orders which
we have wilshed to place with them.

We now ase from press notices that the Admin-
istration has put an embargo on the export of
machine tools from the United Statea. If inter-
preted as applylng to Allied orders, such an embargo
might have a vital effect in slowlng up productlion
in Allied countries and so make a material differ-
ence to the war situatilon.

Can 1t be asaumed that Allled requlirements will
not come under this embargo?

Washington, D. C.

June 5, 1940.
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ALLOY STEEL FOR ITALY

We are advised that Italy has outstanding in the
United States Alloy Steel orders of vital lmportance
to her war potential. The fact that, against her
standard practice, she 1s now buying these steel al-
loys in the finished form i1s a proof of the urgency
of her needs. It 1s understood they are requlred for
aeroplane manufacture and the extent to which Germany's
requirements are involved 1s of course difficult to
assesa.

The orders on hand with the five most important
stesl companies, i.e. with Republic Steel, Cruelble
Steel, U. 5. Steel, Bethlehem Steel and Timken Roller
Bearing of Canton, Ohlo, have a total value between
&4,000,000 and §5,000,000.

It has been ascertained that the ateel companies
in question would be prepared not to ship thls steel
1f it were intimated to them that 1t 1s agalnst the
United States Administration policy that such alreraft
steel should be shipped out to Italy.

Actually the Allled Govermments are prepared toe

buy this steel themselves as they themselves have need
of it for saircraft purposes.

Washington, D. C.

June 5, 1940.




Excerpt from meeting of June 5,
at 10:10 a.m.

Present: Mr. Purvis
Mr. Bloch-Laine
Mr. Ballantyne
Colonel Jacquin
Mr. Nelson
Mr. Young
Admiral Spear
Colon&Y*Burns

Just let me stop here a minute before these other
people come in. The other thing that I wanted

was this. Mr. Edsel Ford telenhuned yesterday

that he - he has changed his mind and his engineers
now say that they can do Rolls Royce. They ﬁave
changed their mind, although we have this - this
Hispano is on its way over.

I don't know.
Oh, I got the cable.

acquin: You have an answer on that?
Yes, didn't we give it to you?
You told me yesterday, yes.
It is coming over, the Hispano, but we here feel -
we may be wrong - that the Rolls is better. What
do you think?

Jacquins Oh, I think the Rolls is better.
Good. Well, then, would you - could you get me
an answer by Monday morning that if we go into
production in Rolls, whatever the latest model

is = I guess it is the --

Jacquin: The Merlin --

i. M. Jr: It is one we have got here.

gloch-Laine: The Merlin?




Purvis:

H
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Yes. Pieces of it are right downstairs here,

if you weant to see it. Incidentally, we have
got the crankshaft of the Rolls alongside the
crankshaft of the Allison. They are downstairs
if you care to see them. It is very, very
interesting to see them and the connecting rods.
They are both there.

The Merlin 20, I think, was what you had. However,
that is details.

Well, you could get - arrange, Phil, that he
(Jacquin) sees George Mead so he will know which
one it is. It 1s the one which is over here now.
Which is the one we have over here now}

I am not sure whether you have a Merlin 12 or
a Merlin 20 hes since come in or whether the
things are the same.

Well, get the thing, because what I would like
to know more than snything else, is how many
would the Allies like to have, if any, per month,
of Rolls Royce engines, see. Edsel Ford is sup-
posed to be coming back here Tuesday, and again,
very much in this room, he dropped a remark that
he might be willing to make it for the United
States Goveranment. He didn't know whether he
would make it for the Allies. I told him that
the British Government had done me the honor of
giving me the patents, and I wouldn't give him
the patents unless he would make them for the
Allies, and furthermore - he said, "Well, I

will tell you, we could maybe sell them to you
and then you could sell them." I said, "Nothing
doing, I want & yes or no." He wants to manufac-
ture for the Allies or he doesn't. If he doesn't
want to manufacture for the Allies, I certainly
wouldn't give a license to Ford to manufacture
an English engine which he wouldn't make for the
Allies-

What is his objection to us?

Well, look at the decoration his father has from
Hitler. What do they call it, "Black Eagle"
or something? He and Lindbergh both have the same.




Bloch-Laine: I think they have the same.

H.M.Jr:

H.M.Jr:

Jacquin:
Purvis:
H.M.Jr:
Jacquin:

Purvis:

Purvis:

H.M.Jr:

Jacquins

They have the same, but we are doing a little
gossiping here, but by Monday, gentlemen, do
you think we could have an answer?

I was speaking on the telephone this mornin

and he was all prepared to come down and ta%k -
but this you want especielly for Monday --

I want to know Monday if we go into production,
how many you want per month.

I know the number for the French, eight hundred.
Eight hundred & month, well, it will be easy --
You want eight hundred a month?

Yes.

It will be easy to do that. My experience with
Jacquin, when he says he knows what the French

want, he knows it very well.

Well, I don't have to wait until Monday. I love
to be rushed.

Well, we will see if we can get it in a rush.
Can't you get it right from Lord Beaverbrook?

I have already got some of it.

There is no trouble. I mean - this fellow Olley,
he is here, he knows. He knows what we have got
and he knows - he talked 45 minutes, $247.50
worth of my time to his factory, so he ought to
know.

I gathered it was a long telephone message.

Yes. I don't know what was the matter with the
British Embassy telephone. He must like mine
better. But you want 800 a month?

Eight hundred a month.




Purvis:
H.M.Jr:

Jacquing

S i

Beginning when?
Tomorrow?

Yesterday.

(Admiral Spear and Colonel Burns entered
the conference after the above had taken
place.)

R




MOLYBDENUM FOR ITALY

f%nlr hae elready purchased thie year enough
Molybdenum to take ocare of more than her total domebtio
requiremente, There 18 every reason to belleve, in

faet the producers themselves strongly suspect, that

ghe is buying for Germany.

There are two shipments projected in the near
future amounting to some 200 tons whioch it 1s under-
etood the producers would be quite willing to refrain
from shipping 1f they thought thies wae in accord with
U. 8. Administration polioy.

In the present circumstances, would 1t be poseible
to stop these ehipments?

It may be of interest to note that all the
rroducers have recently agreed not to accept any
further orders for Italy, so only the outetanding

shipmente referred to are in question.

Washington, D. C.
June 5, 1940,
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AGENDA

Discussion with The Secretary
10 A.M., June 5th, 1940

A. Supplies
1. Small Arms ammnition - ex stock (See memorandum)

2. Aeroplanes - ex stock and priorities (See memorandum)

5. Spare manufacturing equipment for explosives and
small arms ammunition (See memorandum)

4. Trinitrotoluol - Priority on 1500 tons (See memorandum

B. United States Defense Programme

1. Machine Tools - projected embargo (See memorandum)
2. Aeroplanes
(a) Trainer planes (Memorandum already given to

Dr. Mead)
{(b) Combat planes (See memorandum)

C. Strategic Materials
1. Alloy Steel for Italy (See memorandum)

2. Molybdermum for Italy (See memorandum)
. Btatus of legislation to control exports ani re-exports

4. Tungsten Co-operative Purchase (See memorandum)




SMALL ARMS AMMUNITION - EX STOCK

Amongst the stocks which we arranged to pur-
chase yesterday were some -
80,000 machine guns
25,000 Browning automatic rifles
500,000 Lee Enfield rifles
- all .30 calibre.
Normally & minimum of 10,000 cartridges per machine
gun and 1,000 cartridges per rifle are reguired.
The complement of small arms ammunition for the
above would therefore be of the order of 1,300,000,000

cartridges.

The actual complement of ammunition which has

been ineluded in our purchases for these machine guns

and rifles is but 100,000,000 rounds. In order to

render the purchase effective further quantities of

«30 calibre ammunition are very urgently desired.
Would 1t be possible to enable us to acquire

say an additional 250,000,000 - .30 cartridges?
— ———

Washington, D. C.

June 5, 1940.




COMBAT AEROPLANES

We have received further cables expressing
sreat anxiety as to the possibility of obtaining
immediate release of -

100 or more A 17 4 Northrop Dive Bombers
200 P=36

along wilth any quantities of pursuit planes and
bombers which ecould be made avallable.

If it be impossible because of training re-
uirements to release existing pursuilt planes
from stock, 1s there any chance of our obtaining
some additional nriorities even if comparatively
small for -

Curtiss P-40 pursuit planes which
will be delivered very soon

Douglas Navy dive bombers which are
now under deliveries

and/or
Douglas A 20 and Glenn Hartin B-26
which will be delivered during
the next three or four months
If some of the above planes are avallable,
it will be necessary to have at the same time
their normal combat equipment, 1l.e.
Arms for all the planes

Bomb racks, release mechanism,
bomb and/or gun sights,

4 certain amount of bombs and am-
munition,

a5 otherwise the planes would be of no use for

a long time.

Wiashington, D. C.,

June 5, 1940.




SPARE MANUFACTURING EQUIPMENT FOR _EXPLOSIVES AND
S TION

It is understood that certain spare new equip-
ment is held in reserve by the U. 5. Army for
emergency purposes. e have reason to believe that
this equipment includes machinery required for the
production of -

Nitroecellulose Powder

Nitric Acid - Ammonia Oxidation process

Small Arms Ammunition (this may be old
equipment)

If this equipment could be installed by U. 5.
mamufacturers who are building new plants for the
Allies, some months could be saved in increasing
the output of NWitrocellulose Powder, Trinitrotoluol
and Small Arms Ammunition.

Some legal difficulties have arisen in getting
this equipment into circulation, though I understand
from General Marshall it would suit the U. 5, Army
very well indeed (now the emergency for which 1t was
bought has arisen) to see such equipment installed
ready for use.

General Marshall on May 5lst indicated that
further efforts were being made to overcome the
legal difficulties. One thought was that the U. S.
Government might own such equipment as it released
to United States mamufacturers for immediate installa-
tion to increase the productive output of the country.

We believe the possibilities in this regard
represent a very important contribution to building
up United States potential.

It would be most helpful if a way could be found
promptly to overcome the existing difficulty.

Washington, D. C.




TRINITROTOLUOL - PRICRITY ON 1500 TONS

Wnen I last saw General Marshall on May &lst,
he indicated that in addition to the 5,000 tons

of old stock Trinitrotoluol (which we have since

been given the opportunity to acquire) it might

be possible to let us have priorities during the
next few months on delivery of 1500 tons of new
Trinitrotolucl, with the understanding this would
be replaced in a few months time when our new
factories come into production.

It would be very valuable if this priority
could be granted us.




MACHINE TOOLS - PROJECTED EMEARGO

Recently we have found difficulty in getting
machine tool mamfacturers to acecept orders which
we have wished to place with them.

We now see from press notices that the Admin-

istration has put an embargo on the export of

machine tools from the United States If inter-
preted as applying to Allied orders, such an embargo
might have a vital effect in slowing up production
in Allied countries and so make a material differ-
ence to the war situation.

Can it be assumed that Allied requirements will

not come under this embargo?




NGSTEN - CO-OPERATIVE CHASE

on receipt of the advice of the United States
hdministretion's willingness to join in a co-
operative purchase of Chinese Tungsten, I cabled
London asking for concrete suggestions.

In replying London has asked me to inform Nr.
Morgenthau how delighted the Allied Goverrments
are to learn of the U. S. Administration's intention.

The Allied Govermnments are approaching the
Chinese Govermment in the immediate future with a
view to buying Chinese .olfram for their own re-
guirements.

They are at the same time ascertaining what can

be expected to be available for purchase and will

cable a definite proposal for joint action as soon

as possible.

Washington, D. C.

June 5, 1940,




We are advised that Italy has outstanding in the
United States Alloy Steel orders of vital importance
to her war potential. The fact that, against her
standard practice, she 1s now buying these steel al-
loys in the finished from is a proof of the urgency
of her needs. It is understood they are required for
aeroplane mamifacture and the extent to which Germany's
requirements are invelved is of course diffiecult to
assess.

The orders on hand with the five most important
steel companies, i.e. with Republic Steel, Crucible
Steel, U. 5. Steel, Bethlehem Steel and Timken Roller
Bearing of Canton, Ohio, have a total value between
$4,000,000 and $5,000,000.

It has been ascertained that the steel companies
in guestion would be prepared not to ship this steel
if it were intimated to them that it is against the
United States Administration policy that such aircraft
steel should be shipped out to Italy.

Actually the Allied Governments are prepared to

buy this steel themselves as they themselves have need

of it for aircraft purposes.




MOLYEDENUM FOR ITALY

Italy has already purchased this year enough
Molybdemum to tzke care of more than her total
domestic requirements. There is every reason

to believe 1in fact the prouducers themselves strongly

suspect. that she is buying for Germany.

There are two shipments projected in the near
future amounting to some 200 tons which it is under-
stood the procducers would be guite willing to re-
frain from shipping if they thought this was in ac-
cord with U. 5. Administration policy.

In the present circumstzices, would it be
possible to stop these shipments?

It may be of interest to note that all the
procucers have recently agreed not to accept any
further orders for Italy, sc only the outstanding

shipuents referred to are in gquestion.

Washington, D. C




June 5, 1940

Leaving the meeting in his office with the
Allied Purchasing group, Mr. Nelaon, Admirsl Joear
and Colonel Burns, HM,Jr went into llrs. Klotz' office
and spcke to Secretary Hull at about 25 minutes of
11. The following is HI,Jr's end of the conversa-
tion:

"The Allled Purchasing Board made-a requeat
of me Iln conneetlion with molybdenum and alloy ateel
golng to Italy. Are we pro-lluseolini today or anti-
ilugsolinit

"I will send you the two memoranda which they
have gzlven me over to you nersonally.

"In both crgses I don't think you would have
to do anythinc. I think a word to both of these
companles and they would be willing to do it on thelr
cwn initiative. Would thls be srreeable to you, if
I agh these companies to hold off for the rest of the
week’ I will do it g0 that the Itallan Anbasgsador
will not come &round tc see you. Then in a couple
of daye you will know better."

(Mr. Hull saild that he will know better in

a few days. He hoves to pet sometlins through Congress
which will vermit him to put on an embar-o. )




June 5, 1940

After the meeting £t 10:00 a.m., with the Allied
purchaslng group, Purvls stayed behind and asked the Secre=
tary whether they could have sny of our destroyers. The
Secretary told him that he would aslk for an avnointment im-
mediately to =see the President and when he returned he would
eall lr. Purvis, who was golng to walt in Mr. Melgson's offige.

ik 4 43

Upon his return, at 11:30 a.m. from seeinc the
Presldent, H.M,Jr., sent for !r. Purvis and said, "I amw
the President and spent 20 minutes with him, althouch I
had only asled for 45 seconds. He stopned evervthing. He
sald I could tell you this, and you only, although I gee
no reagon why you cannot reneat thiles to Lord Lothian. There
13z a elight ray of hove. The trouble is with Admiral Stark.
On the Hill, he was asked the guestion about =ellins des-
troyera. "Dld they need them all?" And he answered yes.

.o

The Presldent ordered Stark over at 1:45 and he

will try to find cut a way to work out petting ten for you.
That is the first time lie has ever given me any ray of hope.
If there 1s any way possible he 1= zoing to do it. He is
using the opinilon of the Attorney General as a basis for it.

[£ 8-
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WASHINGTON

Juna 5, 1940

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY
FOR YOUR INFORMATION.

F. D. R.




JUN & 1940

The President,
The White House.

Dear Mr. Preasident:

In accordance with your letter of June 4,
1940, concerning the substitmtien of the Executive

the purchase of war materials in the United States,
date designated Colemel James H. Burms as
this Committes im place of Gemeral Oregory.

Bespectfully yours,

(8gd.) Rarry H. Wandring

HARRY H. WOODRING,
Secretary of War.




Dear Nr. Dmadsen;

T™he Seorstery has ashed me %o transmit the snclosed
photostats. They inoluds memeranda snd figures from
he Department of the FNavy, as well as a sonfidential
memorandum subwitted %o the Sesretary of State from the

Anerican Comsulate at Birmiagham, Buglend. I am very
glad to sead these in ascordance vith Mr. Morgentham's
requeat.

Sineerely yours,

Nr, Willism 5. Kmudsen,

Advieer en Industrial Produstiom,
Advisory Oemmission to ths Ooumedl
of National Defemse,

Foderal Beserve Pullding,
Vaakington, D. 0.

Analeeures, 0xr/dve




Dear Mr. Kmuiseni

The Seorstary has asked me %o transmit the mmclosed
photostats, They imsluds meseranda snd figures frem
the Department of the Nawy, as well as a sonfidential
memorandum subwitied to the Searefary of State frem the
American Oomsulate at Birmingham, England, I sm very
glad %o send these in sscordanse with Nr. Morgenthan's
requast,

Simeerely yours,

Mr, Yillism 5, Koudeen,

Adviser sn Industirial Preduwstion,
Advisory Ossmission te the Ooumedl
of National Defenss,

Pederal Reserve Bullding,
Yaghinghon, D. Q.

Enclswares. GEF /dbe







THE ASSISTANT SECRETARY OF THE NAVY
WASHINGTON

In compliance with our former conversations, I am transmitting,
herewith, two preliminary programs of expansions in facilities
and structures in private ordnance and shipbuilding plants
thet the Navy would like to finance out of any funds that may
become available in sddition to the $250,000,000 allotted to
the Navy to meet supplementary emergency requirements.

Naval ordnance equipment that might be needed for installation
on Coast Guard wessels might logically be finenced from this
same fund, if and when it becomes available.

Attachments (2)




(1) For 5"/38 Single Mounts - Destroyers 1941 Program + 11% Expansion

General Electric Erie Plant
Buildings already up, need machine tools, etc... $700,000
Goss Printing Press {Chic-ﬂgﬂ}lti‘-l‘--o'l'ii-oo---ao f,m,ﬂm
For Twin Mounts for battleships, cruisers, and aireraft
carriers, and
For 900 - 3" gun conversion to AA
Bﬂldﬂin Loﬂmﬂﬂti?e L Y Y N R R R X m,m
mis Glm—lm’arﬂ ""I“'l‘l'.'-."‘II'I'I.'II'I.'.""IIIIII..'-I ﬂm’lmu
Blaw Knox (Union Steel Casting, Pittsburgh) e.eeess 500,000
William Eﬂginﬁﬁriﬂg Co. with Otis Steel Co,. TETTIY 500,[}00
Torpedo Flask Forgings
Midvale Dr&' Bﬂnﬂh L N S Y Y R S 5‘0,1.'.!30
Hational T'Llh'a’ FDI'girlg Press Y YRR s T 5ﬂf.'l,m0
Bomb Sights
Hﬂl‘dﬂn cﬂ- A R L R T T T 5m,00ﬂ
Robbins & Meyers (subcontractor of Norden)sesesssss
4,650,000

Government Plants

Hew York in Fire Control Shﬂp L Y S Y Y A 109,0']}
Nﬂﬂpﬂl"‘b in Torpﬂdﬂ Station ShDPB L R T T T N L
600,000

Armor Facilities for Private & Govermment Plants

In Authorization Bill now pending .....sssssssssss 6,000,000
SUMMARY

Private smell guns, etc. u...-.--...........!&,650,000
GWEI‘ImBﬂt machine 'bD'D].B, etc. ERERAEEEEEE RS &m,m:'
Armor Plants now pending sessssssssscsscsssss 5,000,000
Govt. plant facilities gun factory Charleston
Wiﬁtﬂ Upﬂ‘rﬂﬂﬂﬂ ---'4;--------1111.“-!_1@.@
$16,250,000
Mine Assembly Plant Mare Island
& imm'wﬂmntﬂ Torkbtown sssssssssssssssnss

o 915,000
$17,165,000

b L8008 i
Coast Guard Ordnance $10,135,000)¢ \ S .

WA .hi-“‘"l'w “266 cce
Shesdp Si 442255 Taad.




ADDRESS REFLY TO - Bs
THE SECRETARY OF THE MAVY
AND REFER TO IMITIALS
AND Mo,

NAVY DEPARTMENT
WASHINGTON

CHEIDENIIAL

May 17, 1940,
M

For: The Assistant Secretary of the Nawvy.

Subject: hiachine Tools,

1. It i1s estimated that the Navy will find it necessary
to finance the machine tool program of certain shipbuilding
and Navy contracting firms to the extent of about §15,000,000,00
as follows:

Bethlehem Shipbuilding Company

(Quiney) $2,500,000,00
Bethlehem Shipbuilding Company

(8taten Island) 1,000,000,.00
Bethlehem Shipbuilding Company

(Union Plant) 500, 000,00
New York Shipbuilding Company 2,000,000,00
Hewport News 5,B., and D.D., Company 3,500,000,00
Electric Boat Company 1,500,000,00
Bath Iron YWorks 500, 000,00

Total $11, 500, 000,00

In addition it is expected that Navy machinery and equipment
mapufacturers will require financing for purchase of machine
tools, total of about $3,500,000.00. These firms will be
General Electric, Westinghouse, Allis Chalmers, De Lavel,
Worthington, Farrel Birmingham, Falk, Hyde Windless, American
Engineering and others.

2. In obediance to your orders, I have proceeded with
the task of acquiring machine tools being manufactured in
this country for export. Through an understanding with the
manufacturers, this equipment now ready for shipment is being
held for one reason or another until the Navy can complete the
machinery of requisition. The stop orders now total about
%0,000,000.00 of heavy machinery sultable for heavy gun manu-
facture.




T

3. In this connection it may be of interest to
Lr. lorganthau that the gun lathes being manufactured
oy General Kachinery Corporation, in which he is interested
and which will be ready for shipment to a foreign Govern-
ment within a week, will not be exported.

Copy to: d?krt]lLAAAA:ESQﬂ_-

Coordinative Shipbuilding.







American Consulate,
Birmingham, England, March 19, 1940.

COEFIDENTIAL

Subject: BPirmingham Area Shadow Factories and
Character of Work Domne Thereat.

THE HONCEABLE

— ., N . i et T -

THE SECHETAEY OF STATE,

WASHINGTON.

I bave the honor, with reference to the Depart-
ment's telegram no. 3 dated March 1, 1940, herewith
to trensmit a memorandum treating of Birmingham area
shadow factories and character of work done thereat.

While the enclosure represents the final of a
Beries of memorands prepared in line with the sugges-
tione contained in the Department's telegram, the
Consulate will endeavor to supply the Department with
supplementary or additional information bearing on
the subjects dealt with in those memoranda as and
when such becomes awvelilable.

Memorands in the serles previously submitted were
tranemitted with Birmingham despatches nos. 381, 383,
and 384, dated, respectively, March 7, 13, and 14,
1540 (file B824.2).

As can readily be imagined, considerable difficulty

was sncountered in obtalning information on the subject

vith/




with which the enclosed namorandum deals, It was

found that many of the statements made by persons

intervieved wars eonfliecting or at material variance,
but it was considered unwise to g0 too far in the
direction of getting at the precise facts by cross
guestioning.

An attempt was made to excluds from the memoran-
dum discussions or treatments of controverslal polnts,
and it is bellieved that the memorandum does not glve
8 very lomccurate pleturs of the general situation
of which it treats.

Hespectfully yours,

James BR. Wilkinson
American Coneul

Enclosure ; Memorandum
JHEW:mac

B2Y4.2




dmerican Consulate,

Birmingham, England,
Mareh 19, 1940,

CONFIDENTIAL

BIRMINGHAM AREA SHADOW FACTORIES
AND CEARACTER OF WORK DONE THEREAT

Census.

In so far as it has been possible to ascertain,
the only true shadow factories in the Birmingham area
ere one and all directly or indirectly engaged in opers-
tions looking towards the completion of fighting aire
eraft. The following is & list of these factories:

The Anstin Shadow Factory, Birmingham,

The Nuffield (Morris) Shadow Factory,
Birmingham,

The Hover Shadow Factory, Birmingham,

The Standard Shadow Factory, Coventry,

The Daimler Shadow Factory, Coventry,

The Bootes Shadow Factory, Coventry.

The name of each of these factories indicstes
the private enterprise with which the factory is
identified. TFor example, the Austin Shadow Factory
is identified with the Austin Motor Company, Limited,
manmufacturer of motor vehicles.

Moreover, each of these factories is managed on
behalf of the Government by a comptroller prominently
associated with the private enterprise with which the
factory 1s idemtified. For example, Lord Nuffield,
who is prominently associated with the Morris

sutomotive interests, manages the Nuffield Shadow
]'m'l-ﬂl'r-

What Birmingham Area Shadow Factories Do.

Tighting aircraft, ready to take off, emerge

2 ron/
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from the ends of assembly lines at the Austin and
Nuffield factories. However, wers thege completely
unaseenbled and the parts and asmponents separated inte
two plles, one representing what wes and the other
repregenting what was not mamfactured at these
factories, the result wounld clearly indicate what a
relatively smell contribution the factories had madse,
in the actual manufacturing fields, towards the com-
rletion of the machines.

At the Nuffield factory, the pile repreasenting
what that factory had manufactured would contain little
other than fuselage members fashiomed at the factory
from metal bars, blocke, rods and sheets produced
elpevhere from raw material, At the Austin factory
the corresponding pile would be much smaller but would
conslet largely of similar mempbers,

At the Bover, Daimler, and Rootes shadow factories,
alrereft motors are assembled from parts and components
most of which are manufactured elsewhere., The completa
power unite emerging from the ende of productiom lines
&t these factories are sent to shadow factories emd to
private plants #nd are there incorporeated into fight-
ing aircraft. The Standard Shadow Factory manufacturss
carbureters.

Principal Feeders.

The Austin Motor Company produces a great many of
the parts and components which find their wey into air-
ceraft completed at the Austin Shadow Factory. At the
Nuffield Shadow Factory, however, fewer parts and

components/




components come from the private interests with which
that factory is identified,

Many of the motor parts and components which find
their way into the motors assezmbled at the Rover,
Daimler, and Rootes shadow factories come, respectively,
from the private enterprises with which these factories
are identified,

Sub-Feeders,

Motores assembled at the Rover, Daimler, and Rootes

shadow factories by no means congist entirely of parts

and components mamufactured either at those factories

Iar at the private enterprises with which those factories

are identified, In many instances the task of manufac-
turing parte of largerparts and components of larger
components are farmed out by big producers to little
producers, For example, a magneto attached to the
motor in a shadow factory aircraft may be assembled from
parte and components manufactured bty a dogen private
enterprises most of which, before the shadow factory
scheme came into being, had never engaged in the pro=-
dnction of those magneto parts and components. However,
since shadow factory production began, the tendency has
been towards rather than away from cutting down the
number of producers who in ome manner or another con-
tridute to the task of making all the things which are
found in a shadow factory aircraft, But it is under-
stood that the clamor among small enterprises for a
larger share in war contract work may in the near

future reverse this tendency.




Shadow Factories Supplementary,

Woile it ie true that some shadow factories
completely assemble aircraft, the game is true of some
private enterprises. Moreover, private enterprises
perform operations which are virtually duplicative of
or comparable with most operations performed by shadow
factories. But certain shadow factories confine their
assembling activities to the completion of certain types
of fighting mircraft - the Hurricane and Spitfire types,
for example. However, it need not necessarily follow,
Just because a shadow factory makes or assembles a
given thing, that no private enterprise does the same,

Shadow Factory limitations,

The motor in a Rover automobile is not compomed
of parts and components all manufactured by the Rover
company, The oll seals, the gaskets, and the poppet
valves, as well as other parts and components in the
Hover motor, may be manufactured for the Rover company
by others. However, the Hover motor is not kmown in
trade parlance as an "assembly job®., But the aerc
motor which is completed at the Rover Shadow Factory is
known as an "assembly job" because, although the factory
may manufacture s few of the parts or components in that
motor, the main function of the factory ie to assemble
into the complete propulsion unit parts and components
most of which are obtained by the factory from outside

aources.

From the foregoing, it will be clear why the Hover

Ehadow Factory is not, in the sgame gense that the Rover

company/
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company 1s, manufacturing motors, What has just been
sald applies with about equal force to the Daimler and
the Rootes private enterprises and shadow factories at
Goiuntry. Moreover, for comparable reasons, the
Austin and Wuffield shadow factories at Birmingham can-
not be considered as sircraft manufacturing plant,

Birmingham Area Aireraft Output Expansion,

While it is true that the ocutput of mireraft in
the Birmingham area has tresendously increased in the
last year or so, outside of plant exnansion necessitated

by the shadow factory scheme, there has been relatively

little plant expansion in the area for aircraft Tro=

duction purposes., In private industry, the situation
has been largely taken care of through plant adaptation,
In the latter connection, it should be polnted out, the
felling off of the demand for industrial products hns
gone a certaln way towards freeing workmen as well as
plant for aviation production by private enterprises,

The Principal Contributions of Local Shadow Factories,

(2) Facilitation of Assembly,

Owing to such factors ms frequent change in
design and type and the nature of fighting ailrecraft,
it was never snvisaged that such could be turned out
on a mass production basis comparable with that upon
which motor cars are. However, spheres existed in
which there was promise of plant being able greatly to
lower tremendous costs and to speed wp operations by
introducing mass production methods. Considerable
technical success wae achieved at local shadow

factories/




factories in the spheres referred to.
factory's assembly plant, for example, machinery was
designed and installed which rendered it feasible
substantially to reduce the percentage of uninter-
changeable metal fuselage members. In another's plant,
assembly procedure was made the subject of sciemtific
study and mechanical obstacles in the way of orderly
and quick assembly largely removed. But the full
benefits of efforte in these directions have
not, on account of serlous labor difficulties, as yot
acerusd ,

(b) Feeder Control.

The fact that shadow factories are encountering
little difficulty in promptly obtaining from private
enterprise all they need in the way of parte and
components shows what they have contributed in the
realm of feeder control.

(¢) Part and Component Stocks,

The gradual building up of part and component

stocks is another comtribution., These stocks not
only allow gradual improvement in labor conditions
fully to be taken advantage of along assembly lines
but also much facilitete the maintenance of aireraft
used in the fighting services.

(4) Public Confidence,

The very existence of the shadow factories has

served much to fortify public confidence. While it

is true that Mmors as to their inefficiency constantly

eirculate, it 1s also true that the public believes




that should the war take on a horrible aspect, the
shadow factories would at once begin to functionm
according to original plan and keep the air forces

supplied with craft as nesded.

In Conclusion.

Even smong local industrialists who, whem the
shadow factory plan was in the making, loudly protested
that it simply would not work, thers has been some
revision of attitude. In so far as are concerned
functions which private industry ecould not, in e=ll the
circumstances, guickly adapt itself to perform, the
original ovnonents of the whole scheme concede that
the shadow factories, though they are not yet making
a good enough showing, are gradually doing better.

These ocoronents further concede that the technical side
of the shadow factory plam has been splendidly exccuted
and that labor difficulties are very largely responsible
for the fact that the plan has not produced the results
rromised. They fear, however, that those difficulties
will continue very adversely to affect shadow factory
operations as long as the war situation does not develop
into one which, in the opinion of the Government, leaves
the Government no course other than that of using
speclal powers to force labor to do the Covernment's
bidding in the matter, If things come to such a pass,
the Government, in thelr ovinion, will have to mest labor
shortage by drafting worlmen from vprivate industry and
will have to overcome the obstacles which labor uniom

rules constitute by suspending them.

James H. Wilkinson,
Amsrican Consul.




.M, Jr:
Operator:
H M, Jr:

Arthur
Purvia:

June 6, 1940
11:20 a.m.

Hello.
Purvie. Go ahead.
Hello.

Good morning.., Arthur, I got your message
%Ei, frankly,) checked with Mr. Early about
8.

Yen.

I esked what he'd do if he was over there,
and he sald he doesn't -- what he would do
18 8imply say that the English Government
has a purchasing mission over here and they
are buylng whatever plesnes, or puns, or
surplus material that they can buy.

Yes, exactly.

Yea. Bee?

I think that's very good. Yes, I'll ring
Monnet. Monnet jJust wanted to be super-careful,
Fou Bee,

Well, I appreciate it. He sald that's what he'd
gay if 1t was hie responsibllity.

Yes. Now, then, up at this end the revorters
are rushing ue a lot and, of course, we
refuse to do anything. What -- shall we go
on just ......

I urged Mr. Early to get in touch with
Woodring and get him to glve a statement.

Then we can follow on that and be comparatively
eafe. Yes, 1t would be awfully helpful, of
course.

I think I'd sit tight another day.




81t tight another day.

Yes.

We'll do 1t, with a kick. By the way, on that
1little matter of the dally report, that will
ocome to you every day with the greatest
pleasure.

Thank you. Now, thank you so much. Look, I
called up Knudsen this morning and told him
that by tonight ......

Yes.

»sssse I Wwanted an anewer on these 2,000
engines.

Yes, yes, yes. I mee.

And T don't know where Mead got the figures
from, but Mead told them that you people
wanted 1400 Rolle Royce a month.

It wae -- I think as a matter of fameot it's
1800, It was 800 for the French and 1,000
for the British.

Well, I didn't know that.

We -= I pot the British number from Self

on the telenhone immediately after we tallked
yesterday. WNow for instance, we underastood
1t a preliminary go that you ecan
build up the program.

Yeah. Ah -- do you want to see me this
afternoon?

Well, the only thing that -- that, I mean,

I will fly up to New York and come back agaln
unlesa there 1is something on that very, very
vital matter that I mentioned -- ah =-- that
you made 2 specisl wviseit on.

Ne. Mo,




Nothing yet.
No, and -- do you want to have a laugh?
I'd love to have a laugh?

I told Mr. Knudsen thie morning that I thought
he'd better see -- ah -- Mr, Ford rather than
I on Tuesday.

Yes, yes.
And he sald, what you want me to tell him,

by golly, he's going to build those for the
Allies and no fooling. I eays, you'wve got it.

(Laughs) He'll do 1t, too.

I saye, you've got 1t, I said, that's just
right, I sald, I want you to tell him,

Very good.

What?

Very good. (Laughs) 1Is there anything that I
could usefully talk over with you or am I
better to leave you alone? I have nothing

epecial except -- ah -- the going on getting
all we ocan. You see?

Well, Just -- I'm trueting hard on the Canadian
thing.

Yeah.

I have no memorandum Juat-uhat.Juu want on that.

Well, now, the copy of the Mead memorandum i
rather too long for that purpose.

Couldn't you give me a one-page?

I'1]l give you & half-page one and send it over.
Will you?

I will.
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That'e all I need right now,

Thank you very much, indeed. And then in that
ease, I'1l just run back to New York, get myself
a 1little straightened out because I gather that
the skies have fallen down there, and then be
ready to come down any instant you can tell me
anything on that very important question.

Good.

Thank you very much.
Good luck,

Thanke. @Good-bye.




TREASURY DEPARTMENT
WASHINGTON

June 5, 1940.

MEMORANDUM FOR THE SECRETARY:

The Italian Steemship ARSA is scheduled to sail

for Italy June 8th, carrying 778 barrels of molybdemm

concentrates.




Becretary of Btate,

Waeshington.

1036, June 5, 11 a.m,

BECRET AND PERSONAL FOR THE SECRETARY OF THE TREASURY
AND THE PRESIDENT.

According to absolute and authoritative information
recelved by the Ministry of Blockade which was just tele-
phoned to me by Charles Rist, the traneshipment during the
past few months to Germany of 175,000 tone of oil producte
has been effected by the Italian Government. The Ministry
states that all the good lubricating oil 1mpprtud by Italy
originates in the United Btates and considers especlally
serlous such sghipment of lubricating olle by the Italians.
1 was asked by Professor Rist whether it might be possible
for the United Btates to cease shipment of oll and petro-
leum producte to Italy at this moment when Mussolini had
definitely stated he was about to make war on England and

-
France, even though the date was not fixed.




Ny dear Mr. Cemptonms

1 was about to write you this morning in regard
%o a lstter just recelved from Nr. Parvis vhen your
letter of June 4th came to my desk,

I a= sending you a copy of Nr. Purvis' letter,
vhich is self-explanatory. Im accordance with his re-
quest, I would appresiate 1t if you would advise me as
to the names snd rank of the Navy officials you sslect
as avallable for obesrvatiom work with the British Fleed.
I can then in turn pass om this information to Mr. Purvis
for him to convey to the British Admiralty.

With cordial regards,

Sincerely,

(Bagmed ) H. Morgeatheu, Jr.




Ny dear Mr. Comptens
1 was sbout %o write you this morning in regard
% a lstter just received frem Nr, Parvis vhes yowr
lﬂlﬁﬂl—l‘_h'ﬁ-
l-—ﬂumuwﬂh-Ml‘m
vhich 1s self-axplamatory. In assordanse with Ms re-

uest, I would appresiate 1% 1f you weuld advise me as
hh_ﬂlﬂ‘h-pmm““
-mmmmu&umum
I-hhh“-ﬂllﬂ-ﬂ-h-'.hﬂl
mmu-quumunmw.

¥ith cordial regards,




THE ASSISTANT SECRETARY OF THE NAVY
WASHINGTON

4 June 1940

My dear Mr. Morgenthau:

Thank you so much for your thoughtful letter
of May 3l. I regret very much indeed that

my attendance at the launching of the U.S,S.
HASHINGTON in Philedelphie precluded the pos—
sibility of my receiving your telephone message
on Friday.

I want you to know how much the Navy appreciates
your efforts with the British Addmiralty through
Mr. Purvis., It will be very helpful to us to
have Observers in the British Fleet at this time.

Sincerely yours

Henorable Henry Morgenthsu, Jr.
The Secretary of the Treasury




Mey 31, 1940

Hr dear Mr, Compton:

I attemnted to get in touch with you by tele-
vhons today, but I weas advised that you were out
of the eity until Monday. Mr. Purvis, Chairmen
of the Anglo«French Purchessing Board, has just
informed me thet the British Admiralty has reversed
its declasion as to the desirability of recelving
Naval Observers in the British Fleet.

I believe you will encounter mo difficulties
in this respsct in the futurs,

Sinceraly,

(Gigned ) K. Morgenthan, Jr.

mr‘h‘h m- m‘t".

Assistant Beoret of t
Nary Dinu-tnlt,w he Navy,
Vashington, D, c,

2.




My dear Mr, Compton:

I attempted to get in touch with you by tele-
phone today, but I was advised that you were out
of the ity untll Monday, Mr. Purvis, Chairman
of the Anglo-French Purchasing Beard, has just
informed me that the Eritish Adniralty has reversed

its decision ms to the desirability of recelving

Naval Observers in the British Tleet.
I belisve you will encounter me diffioulties
in this respect in the future,
Sinoerely,

(Signed) B. Morgemthan, Jr.




W dear Mr, Oomploni
Inhqtdhmtnuﬂdthmlrhh-

phons today, but I was advised that you wvere out

of the oity until Monday, Mr, Purvis, Chairmsan
of the Anglo-Frensh Purchasing Board, has just
informed me that the British Admiralty has reversed
1ts decision as to the dssirability of recelving
Naval Observers in the Eritish Fleei.

I believe you will emcounter no diffigulties
in this respect in tha future,




Ny dsar Nr. Oomptom:

the desirability of havi
Naval Observers with the

I have made the request of Nr.
Purvis, the Ohalrman of the Commissien,
and Just as soom as I hear from him 1
will communicate with you further.

Yours sineerely,

(Sagned) H. Morgesthau, Jr-

Honorable Lewis Compton,
Assistant Seeretary of the Navy,
Navy Department.

¥ o
By Mespeuyer 2 ; f"/




I have made the request of Nr.
?ﬂn,ﬁmlﬂm_m.
nd Just as soon as I hear from
:m-—uuuunr-mu-.

Yours sineerely,

(fegned ) B. Morgenthau. Jr.

Homorable Lewlis Comptaon

Assistant Seeretary of the Navy,




May 9, 1940

My Aear Wr. Comptom:

1 have your letter of May 3rd
in which you suggest that I take wp
with the Allied Purelmsing Commission
the desirability of havi United States
Naval Observers with the tish Fleet.

I have made the request of Nr.
Purvis, the Chairman of the Commission,
and just as soom as I hear from him I
will communiocate with you further.

Yours sincerely,
|{bagned ) H. Morgenthan, Jr.
lHonorable Lewis Compten,

Aselstant Seeretary of the Navy,
Kavy Department.

By Messen,.. Z ;.r‘;‘_—,




THE ASSISTANT SECRETARY OF THE NAVY
WASHINGTOM

3 May 1940

My dear Mr. Secretary:

¥iith further reference to our recent conversatiom on
the subject of obtaining Navel Intelligence informa-
tion from Great Britain and France, I am advised by
the Office of Naval Intelligence that from time to
time the British Admirslty has been approasched as to
its willingness to permit one or more United States
Haval Observere with the British Fleet. Comparatively
recently this has been politely refused.

I believe you could be most helpful in this comnection
if you could find it possible to have the British
Purchasing Commission convince the Eritish Admiralty of
the desirability of receiving Navel Observers in the
Eritish Fleet in consideration of steps taken in the
United States to facilitate the British Defense Procure-

ment program.

Please accept my sincere thanks for your thoughtful
consideration of the Navy in this regerd.

With kindest personal regards, I am

Sincerely yours

-

&t & —




ANGLO-FRENCH PURCHASING BOARD

NEW YORK: WASHINGTON:  ° L
15 BROAD STREET 795 15t ST, N.W.

Thiz leter from

June 1, 1940

Dear lir. Secretary,

On May l4ith at your request I asked the
assistance of the Anglo-French Co-ordinating Com-
mittee in obtaining a reversal of the decision
previously given by the British Admiralty to the
request that cne or more of the United States ob-
servers be allowed to be with the British fleet.

I am glad to confirm the message which I sent you
Yesterday that the British Admiralty has agreed to
reverse its previous decision and that I am author-
ized so to advise wyou.

I assume the United States Navy will be
in touch with the British Admiralty as regards per-
sonnel. However, I would like in due course to be
able to advise M. Monnet in this regard so that we
can make doubly sure of the appropriate welcome.

Yours sincerely, ”j
A
(R s

Arthur B. Purvis
Chairman

Henry Morgenthau, Jr., Esq.,
Secretary 'of the Treasury,
Viashington, D.C.




Ypes of engines weed by Yhe Amy Alr Gorpe.
Simcerely,

{bigned) H. Morsenthau. Jr.




WAR DEPARTMENT
WASHINGTON

MAY 28 1540

The Homorable,
Tha Seoretary of the Treasury.
Dear Mr. Secretary:

With reference to the general subject of types of air-
plane engines which ceme up at the last Cabinet meeting, a ocom-
ference with the Chief of the Air Corps indicates the followlng
types of engines used by the Army Air Corps:

There are four classes of engines utilized by
the Army Adr Corps — the 1500 horsepower olass; the
1000 horsepowsr class; the 600 horsepower class; the
400 borsepower class; and the 200 horsepower class.
These are used for respective types of training emd
operations in accordence with the class of aviatiom
and the airplane used.

Within the 1500 horsepower class there are
two types — the Pratt and Whitney R-2800 and the
Wright Corporation R-2600.

Within the 1000 horsepower class there are
three types —— the Allison ligquid-cooled 1710, the
Pratt and Whitney R-1830, end the Wright Corporation
R=-1820.

Within the 600 horsepower class theres ia
only ons type — that is the Pratt and Whitney R-1340.

Within the 400 horsepower class there 1s only
one -- that is the Pratt and Whitney R-985.

Within the 200 horsepowar class there are
the Lycoming, the Jacobs, the Continental, etc.

To clarify, there may be many modals of the same type
of engine. These models are necessary to meet installation re—
guirements, qusstions of supercharging, garburetion, ignitiom, etc.
The question of right-hand rotation and left-hand rotation in
propellers may cause a slight change in type to affect the model.
The question of whether the engine flies at low altitude or high
altitude may make a difference, therefore causing a change in model.




For purposes of mass production, there are only five
classes of engines which can be reduced to four by combining
the LOO to 600 class. However, in doing this, productive
capacity of plants producing differemt types would have to be
converted in order to produce the same type.

Sincerely yours,

&

SBecretary of Wars




AMFERICAY CONSULATE
Tunnanfu, China, June 5, 1540

STEICTLY CONFIDENT IAL

SUBJECT: Hemoval of Infuetrial Enterprises

to Unocoupied Areas by the Chinege
Government.

The Honorable
The Secretary of State,

Paghington.

I have the homor to submit for the Department!s information
& table containing information concerning the removal of
industrial enterprises to the interior of China under the super-
vigion of the Induetrial end Mining Adjustment Commieelon of the
Ministry of Economice. It should be noted that the table relates
only to enterprises removed under the supervision of this Com-
migsion and does not include those removed without ite assistance,.
It should also be noted that the item "Number of Workers Removed"

refers to the mmber of workers actually removed to the interior,

and does not necegpsarily indicate the total mumber of persons now

employed by the enterprises in question,




It ig requested that thie information, which was obtained
through the courtesy of a member of the faculty of Nankai University
in Yunnenfu, be kept strictly confidential,

Hespectfully yours,

Troy L. Perkins,
American Tice Consul.

Enclosurei=

1/- Table of the number of
factories and mines
removed to and reconstructed
in the interior.

In sextuplicate to the Department.
Copy to Embasay, Felping.

Copy to Embassy, Chungiking.

Copy to Commercial Attache, Shanghai.

860
SCBiEpy
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Enclosure to despatch No, 86, dated June 5, 1540, from Viece Consul Troy
L, Perkkins, Yunnanfu, China, to the Department of State, entitled: "Hemoval
of Industrial Enterprises to Unoccupled Areas by the Chinese Govermment",

Fumber of Factories and Mines
Hemoved to & Reconstructed in the Interiecr

As of the end As of the end As of the end
of Dec, 1938 of June 1939 of Dec. 1939

Tunber of Factorles

& Mines Removed 304 386 Yig
Total Welght of

Machinery (tons) 51,182,50 67,254.30 70,037.30
Tamber of Workers

Removed 1,793 8,015 11,113
Fumber of Factories &

Mines Reconstructed g1 229 274

Value of Production NC$5,512,541  NC$16,079, 810 no$3k, 268,223
Average Monthly Value

of Production per

Factory or Kine NC$11, 682 No$1l, Thg NC$17,721

Number of Factories and Minea
Hemoved to and Reconstructed in the Interior
(Claggified mccording to provinces
and kinds of industry)

Eind of Industry Total Szechwan  Hunan  Ewangsl

Iron & Steel 1 1
Kachinery 168 96
Electrical Ins-

truments Mam-

facturing 28 18
Chemical 54 3
Textile & Dye 92 20
Food & Beverage 22 12
Zducational

supplies 5 | 26
Others 14 12
Uining B 4

3 |
=3

Hud

E 'L.illl"l‘ Fﬂ\-ﬂﬂ‘\
Ilf-ﬂunl

Total 223
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Rangoon, Burma, June 5, 1940,

Burma's Transit Trade with Chima in
Supplies Other Than War Materials
During April, 1940.
THE HONCRAELE
THE SECRETARY OF STATE,

WASHINGTON, D. C.

T have the honor to report that the transit trade
of Burma with China in supplies other than war materials
during April, 1940, the first month of the current fis-
cal year, amounted in value to Rupees 11,034,807, or ap-
proximately §3,310,442 at average rates of exchange for
the pericd.

As is shown in the enclosed detailed table, these
re-exports were received from the following countries
listed in order according to the value of materials sup-
plied: United States, Hong Kong, French Indo-China,

Netherlands Bast Indies (exclusive of Java), Italy, China,

Germany, United Kingdom, Straits Settlements, Java, and

Russia, The motorcars received from Indo-China were re-
shipped to Burma because of the impracticability of de-
livering them to China from Indo-China. Goods of German
origin were ordered before the cutbreak of war in Europe,
and permission to import them through Hangoon was grant-
ed by the British Government, Shipments from the Nether-
lands East Indies were mostly of German crigin and were

brought to the Netherlands East Indies by German ships

taking




=2
taking refuge in ports there.

Respectfully yours,

W. Leonard Parker
American Vice Comsul

—— A A —. S . S S—

r

i
{
|
.

Enclosures:
Statistics of Burma's transit trade with China.

Distribution:
1. In triplicate to Department.
2., Copy to Embassy, London.
3. Copy to Embassy, Chungking.
4e Copy to Consulate, Yunnanfu.
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INFORMATION CIRCUTL

UNITED STATES DEPARTLENT OF THE INTZRIOR — BUREAD OF MINE

UTILIZATION OF WATUHAL GAS ZCR ChEMICA

By Harold M. Smithe/

Natural gas has been used as a fuel and source of energy elmost from
its digcovery, but its use as o chamicaﬁfrnﬁ materizl may be szid to have
begun in 1918, when Brooks and Hunmphrey showed the presence of aleohols
in the ‘diluted =cid o0il octelned by the sulfuric zcid trectment of cracked
petroleum distillates. However, developmant of the utilization of natural
gas for chemlcel syntheses wes slow, partly because erroneous ideas
existed regarding the nonresctivity of the hydrocerbons composing naturel
g28. Data accumilsted by petrsleum chemists throushout the world, parti-
cularly eince asbout 1930, have shown that these hydrocarbons will reasct
when activated by the efiecis of heat, osressure, chemicel reagents, and
light; also that the reactions can be meds to proceed at practicable
gpeeds and to provide good ylelds of useful products with moderate orerasting
conditions, especlslly if catelysts =re employed. As these results beceme
known, the possibility of a synthetic orgenic chemicel industry based upon
these reactions became apparent, and todasy this industry is lerge and
growing rapidly in importesnce.

In this paper the story of the menufacture of chemical products
from natural gas is told simply in graphic form. The industry 1s develop-
ing so rapldly that some products mey have beon omitted, but every effort
hasz been made to include 211 that ere important or likely to become so.
The difficulty of kedping information nﬁ this tvpe up to dete is shown
by reference to an inform=tien circulﬂr-f on the ssme subject published
by the Buream of Mines in 1930, in which the importsnt producte are shown
on a single chart, whercas five cherts nre employed for the same purpose
at present.

The Burean of Mines will welcome reprimting of this paper, provided the
following footnote acmiowled ment is uged: "Heprinted from Buresu of
Mines Information Circulsr T108.M i

Petroleum chemist, Bureau of Minss, Bortlcevilla, Oklea.

Brooks, B. T., nnd Eumphrey, I., The Adction of Concentrated Sulfuric
Acid on Olefins, With Particular Reference to the Refining of Petroleum
Distillatest Jour. Am. Chem. Soc., vol. 40, 1918, pp. 822-8RG,

Smith, H. M., Possible Utilization of Natural Gas for the Production
of Chemicel Products! Buresu of ¥ines Inf. Cire. 5382, 1930, 5 rp.
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It would be desirable to include briel descriptions of some of thy
processes, but operating conditions are so varied th't no simple methed
of explanation seems possible. The subject of catalysts also is so come
plex that it cannot be covered sdequately in a report of this type. The
nontechnical reader is interested mainly in the generel picture shown by
the 10 charts; the technical reader will be able to obtain from the refer.
encee given such chemical and engineering information as 1s generally
available.

Chart I.

Chart I shows the general composition and major uses of natural gas,
The percentage of the various components in natural gas varles greatly,
but "wet" gas typical of much of that produced lies within the following
limits in percent by volume: Methane, 80-90 percent; ethane, 5-10 percent;
propane, 3-5 percent; isobutane and butane, 1-2 percent; pentanss and
hexenes, 1-2 percent. Chart I also indicates that portion of natural
zas, nemely, "dry" and "liquefied" gas, with which this peper desls.

Chart I1.

The upper graph of chart II shows the consumption of naturel gas in
1938 for domestic, commercial, and industriel purposes. Unfortunately,
figures for the guantity of natural ges used in the manufacture of oyn-
thetlc chemicals have not been ssgregeted, but are included under "other
industrial® uses. The zreph at the lower left shows the great ilncroase
in production of nmon-coal-tar synthetic organic chemicals from 1925 to
1938, However, statistics showing the proportion of increase due to
synthesis from natural gas cre not =svailsble. The graph on the right
shows the consumption of liquefied propane and butane; statiatics of the
amounts used in chemical manufacture indicate £ considerable increasze
from 1936 to 1938, The 31 million galloms used in 1938 would represent
sbout 1 billion cabic feet in tho gaseous state.

Ch 1

At present there arc four basic methods of converting natural-gas
hydrocarbons to other products. These ere nemed, defined, and illustrated
by examples in chart III, "Dehydrogenation" is considered as one type
of "decomposition™ and included under that hesding. A few words concern-
ing methane may be needed. Although it is the major constituent of natural
gong, 1t wes not chosen to illustrate the repctions because in mogt instances
it regquires severe operating conditions, and the reactions sre difficult
to control. Methane can be decomposed by heat to glve unsaturated gases
and aromatic liquids, but extreme temperatures are necessary, and the
processes are not economically feasible at present. Oxidation of methang
is being oarried out at present, and chlorination of methane is possible,
but it s difficult to control the conditions so ss to give a good yield
of a single product rather than a mixture of three or four products.

7520 P e




CHART |

NhTUHﬁl.L GAS

.- NATURAL GAS IS A MIXTURE OF HYDROCARBON [Femere e THERE IS SOME OVERLAPPING BETWEEN
o AND NON-HYDROCARBON GASES. S yaetee | THESE GROUPS, AS SHOWN BELOW.
A THE SEVERAL HYDROCARBON COMPONENTS | Mermans ""“*.:.,-;j"’,,,. BY FURTHER FRACTIONAL DISTILLATION

MAY BE SEPARATED FROM EACH OTHER BY | i THE INDIVIDUAL COMPONENTS CAN BE

Er..“
Lpiowde % 8

]

1

FRACTIONAL DISTILLATION. b ¥ §  1SOLATED WHEN DESIRED.
IN THE FIRST SEPARATION THREE GROUPS  [vemrou™ Ja%el] ~ SOME NON-HYDROCARBON GASES ARE SEP-
OF PRODUCTS MAY BE MADE. | ARATED BY EXTRACTION WITH SOLVENTS.

GROUP_SEPARATION
I

FRACTI TILLATION ACTION
RIS wE TG TORL G -
Halium Mathane Frapans o butane Carbon-
Hitragen Ethans Isocbutans Butans Dioxice
Propans Butans Isopantans Hydroger:
Pasvtira 's:lﬂ-dr
Haxpras
Haptanas

| |
J

NATURAL GAS IS A SOURCE OF

ENERGY WHICH CAN BE EASILY ENERGY USES ENERGY USES
DOMESTI TRIAL FUE T
UTILIZED. mlnl%:'lﬁsm I;L g ﬂﬂ'iﬂu"ﬂnﬁ?"?&u
IN THIS USE THESE MATURAL UE:_FTI?EH;SH_
GAS HYDROCARBONS INDIVIDU- REFRIGERATION
Qul, FeELD OFERATIONS

ALLY OR COLLECTIVELY SERVE
THEIR MOST IMPORTANT FUNCTION. |

HOWEVER THESE HYDROCARBONS HAVE ! CHARTS I THRU I SHOW THE USE ;

BECOME IMPORTANT AS RAW MATERIALS FOR TV TR OF "DRY” AND "LIQUEFIED GAS FOR i

CHEMICAL SYNTHESES. oDEcL ks Swews | THE PRODUCTION OF SYNTHETIC '
— ORGANIC CHEMICALS,

07T




MILLIONS OF POUNDS

BILLIONS OF CUBIC FEET

CHART 0O

CONSUMPTION OF NATURAL GAS

Bureau of Mines-Minarals Year Book-1935

1938

T

T
| NON-COAL TAR /. i
| SYNTHETIC
ORGANIC
— CHEMICALS -

)4

1925-30
AVERABGE

1934 1938

MILLIOMS OF BALLONS

CARBON REFIN- ELECTRIC CEMEMT OTHER
BLACK ERIES UTILITY PLANTS INDUSTRIAL

COMSUMPTION OF LIQUEFIED PROPAME AND BUTAME
1937 & 1938
[ ﬁ Bureau of Minaa-Minerals Year Book-1239

o
DOMESTIC GAS MAN INDUS- CHEMICAL ENGINE OTHER

UFACTURE TRIAL MANUFAC- FUEL USES
FUEL TURING




CHART M

'DRY" AND LIQUEFIED" NATURAL GAS
S COMPOSED OF

ISOBUTANE

150- G Hy

H U

HL——L-H

HHC-HH
H

HITROGEN My
CARBON DIOXIDE €0,
HYDROGEN SULFIDE  HS
METHYL MERCAPTAMN CH‘SH
HELIUM Ha

I T
THESE HYDROCARBONS

MAY BE CONVERTED TQ OTHER PRODUCTS BY

I

I

DECOMPOSITION (1]

Splitting tha hydrocarben
malecule inta frogrments by
raot olene [Eyrolysel, with
the o of cotalysts or by Sac-
trin dischorge, arad generolly
ingluding, sspecialy in pyrebyain,
Tha recomiBratien of thase
frogmarts ints new products

SEE CHART HI

QXIDATION (2]

Reaction of the kyoretorioem
rrolecuie with cuygen, giror
Empgan-con faining compounds
actoeoted by keot or cofolysks,
whernby Sxygen b irfroduced
imta tha hydroooroon male -
cule, or tha malscule in chEngsd
fo carbon maraide and hydragen)
or finally carbon diovide snd
waler

SEE CHART ¥

HALCBEMATION (3]

Reaction of the hydrocarbon
rrolecule with a halogen,
generally chiarine, octvated
by hmat, light er eatalyals
whertly 0ne o moare hologen
atoms are introducsd ints
The Fydrocacben malsouls by
replacing an eguivalent number
of hyorogen otoms

SEE CHART ¥II

NITRATION (&)
Reaction of e Neprod o b
rolecude with mitmc ool @ the
waper phase, aclvated by heat,
wharelyy O Aiteo group, Ny, s

introduced inito the ydro-
coriben molecule by raplse-
ing o hydrogen atom,

SEE CHART IK

Tromss wluslly mirsr constib-
uants mEy B8 cormmaercially
erpr tanT vahen present in

cient guantibas

Macie=r sobvant gntroction
methods have made The ol
otion of hydrogen sulfide of
industricl stereet, and the e
arnnant has ectraeted halium
from natural gas for Ffietien of
lighter=thar-mir ereft and for o]
or uses for mars 1han 30 yasrs

SEE CHART X

EXAMPLES OF THESE REACTIONS WITH ETHANE ARE

E thylene
CzHy

Ethane

e + Os-;yg:n Heot Pre: E thyl alcohol
+He L Aia it al

[+ ™ EQML’_‘"——--E‘E;H,CIH
Ethane | Steam

Hydrogen | Carbon monoxsde
CaHg 2H; 0 SHz

Heol, Catalyats 2C0

Ethone  Chiorine . o0 Ethyl chioride . Hydrogen chioride
CaHg Cly @ o eHeCl HEl
otalysts
E thane ' Mitric acid Hitroathone Water

CzHg wno, —HEEt o e w0, Hy 0
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CHART I

FOUR CHIEF REACTIONS
AS APPLIED TO ETHANE
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Formula of primary
product

Direct use of primary
product

[Direct use of secondary
product]

CHART ¥

ACETYLENE

CzH:
Methane, Ethane

FUEL FOR CUTTING AND
WELDING

ACETALDEHYDE (see Chart ¥II)
[solvent, medicinal]
acetic acid, resins

VINYL ACETYLENE
rubber substitute(Neoprene)|

e

=—PFPrimary product

=—Preferred source of
primary product

Secondary product made
=— from primary product

Derivative manufactured from
the secondary product

-— (Common name or use)
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Nitretion of methane is poesible if operating conditions are drastic
enough. "Thus, methane, the most prevalent of all hydrocarbon gases, is
more reslstant to chemical treatment than the others, and its reactions
gre less typlcal as is often true for first members of an homologous
gseries of compounds. The utilization of methane other than =s a gessous
fuel 1s still a problem awsltling solution.

This brief discussion regarding methane alsd brings ocut the faot
that for sach hydrocarbon there 1e one set of opercting conditions -
temperature, prossurs, and contact time - that will provide optimum ylelds.
For this reason it is often desirable to sesregate the hydrocarbons as
individuale or small grours. For example, if it is desired to decompose
propane thermelly to produce propylens, then any butane, pentans, or other
higher-molecular-weight hydrocarbons should be removed. These heavier
compounds raact to prodoce undesirable products under conditions sulteble
for propanc., On the other hand, methane and ethanc would resct very
little, and would serve lergely es diluents to decrease the extent of
the propane decomposition.

Chart IV.

Chart IV gives in some deteil the relationship between warilous
reactions that may be mpplied to ethane. MNo attempt is made to show the
mecheniem of the resctions indicated - simply the ovor-all results. The
(+) sign before & product name mesns that the product is added, and the
(=) sign mezns that the croduct is removed. Text books on organic
chemistry describe the conditions under which such recctions will ocour.
The chart is by no means complete and ie presented only to 1llustirate
the types of reaction possible in the synthesie of products from gaseous
hydrocarbons.

Chert V.

Chart ¥V ghould be used for reference in studyinz charts VI to X, as
it indicates the significsnce of the severzl "boxes," brackets, and typee
of letterirz used in theme In chart V the terms used have the following
meanings: v

Prjma}y product.— A product obtained directly by the spplication of
one of tha four basic methods of comversion given in chart III.

Preferred source.— Hot necessarily the only source, tut the material
reacting most easily or with the best yields.

Direct use.— A use, (1) in which no chemiczl change cccurs in the
substance, as when it is used z2s a solvent or anesthetic: or, (2) waen
the substance is completely destroyed, ms when used for fuel. The direct
uzes of sacondary products are indicated in Dbrackets.

7520 .
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from the primary product. Commop

; et~ A product nade
Secondery product. F 4 their derivatives are indicated

ames and uces of secondery products an

n
in parenthoses.

Charts VI — 1X,

Charts VI, VII, VIII, and IX show the development of chemicel eyntheseg
from the primary products obtained by the apolization of the four methods
of hrirscarbon conversion shown in chart IIl. SPEU:':‘- does not permit naming
all secomlary products. For example, one compeny lists about 85 organie
chemicals, of which they say: "In oroducing all these chemicale, olefins
derived by processing uctural ges are used eithar directly or indirectly
as raw moterials and in most casss as the most important raw materiesl."
Williame ghows o che-$ of Tl products that can be made, beginning with
just one olefin, isoDuciylangs A company mraufschuring nitration products
ligts 54 derivatives &3 =u iacumplete list af those thet can be made
avallable essily. Theze data chow the iroracticability of listing all tha
products, and indicate the maznitude of the indastry being built with
patural gas as a raw meterial. It should be mentioned that a well-os-
tabliczhed sroup of organic coupoands also 1= being prepared from the
pentrnes, which are not constituents of "iry" or "iiguefled" natursl gas.
They cro present, however, in natural gasoline.

Chart X.

Certein constituents of netural zas are not hydrocarbons and usually
are present in relstively small smounis. Some of these materials, such
as helium, are valusble even wien prezent only to the extent of a few
percents Others, such ms hvdrosen salfids, are a source of trouble and
must be removed even when they are present in small quontities. Hydrogen
sulfide is -n example of one of the generally objectionable nonhydrocarbon
grses, which may vecome valurbla when it is remaved from the other com—
ponents of natural zes end converted into useful products.

Some matural zases h-ve r compasition of nearly 100 percent carbon
dioxide. Corbun dioxide from this sowrce mar be of value if the wells
from which 1t 1s produced are geographically situated se thet the gas

may be utilized economically. So far, no economic use for nitrogen in
notural gas hag been developed.
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CHART VI. PRODUCTS OBTAINABLE FROM NATURAL GAS HYDROCARBONS BY DECOMPOSITION
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PRODUCTS OBTAINABLE FROM NATURAL GAS HYDROCARBONS

CHART YO

BY

OXIDATION

THERMAL - CATALYTIC-PRESSURE

|

ETHYL ALCOHOL
Matrane, Ethane

PROPYL ALCOHOLS

Prapars, Butana

BUTYL ALCOMOLS

Butane

]
FORMALDEHYDE
HCHO

Methane, Efhane

SOLVENT
ANTI-FREETE
MOTOR FLEL

SOLVENT

SOLVENT

ACETE, ALE- gan A awatic
Aghd=this chart

METALLN. ETHYLATES

PROPTL COMPOUNDS mech)
as progy holioes,
asters, athars, alde-
Frydies, oceds, Hatomas

BUTYL COMPOUNDS gk
o Buty! holides, axtes,
atrars, oldeknoaes,
ackis, Hetaras

PHOTOGRAPHIC CHEMBCAL
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CHART ¥IO

BY

HALOGENATION

PRODUCTS OBTAINABLE FROM NATURAL GAS HYDROCARBONS

THERMAL -CATALYTIC-PHOT OSYNTHETIC

METHYL CHLORIDE
CHyCl
Mg thana

METHYL BROMIDE
CHar
Methnne

METHYLENE CHLORID _|'

Mathana

CHLOROFORM

Methana

CARBOM TETRACHLORIDE
cc

Mathans

REFRIGERANT
SOLVENT
ANESTHETIC

CRGANIC AEAGENT
FIRE EXTINGUISHER
INSECTICIDE
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CHART X

PRODUCTS OBTAINABLE FROM NATURAL GAS HYDROCARBONS
BY

NITRATION

THERMAL

NITROMETHANE NITROETHANE | NITROPROPANES NITROBUTANES

c | CHNO, | CHiNO; | GHNO; |

Methane , Propane, Propane Butane,
Butane Ethane Isobutane lsobutane

L |

] [
SOLVENTS

PRIMARY AMINES
[Rubber accelerators
NITROHYDROXY COMPOUNDS
AMyr'rl'l-uu!.in of high explosives
INCHYDROXY COMPOUNDS

=]
[-mulakf}ring;ganfa]

CHLORONIT
[nsecticides
FATTY ACIDS
Cellulose esters (plastics),
solvents
HYDROXYLAMINE SALTS
Flotation reagents
CHLOROMITRO ALCOHOLS
ALDEHYDES and KETONES
Flasties and solvents

COMPOUNDS




CHART X

USES OF NON-HYDROCARBON NATURAL GAS CONSTITUENTS

HELIUM

HYDROGEN SULFIDE

| HE |

|

CARBON DIOXIDE

Co,

OXYGEN DILUENT FOR
diving and caisson work
and medical purposes

INFLATION OF
lighter than air ships,
toy and metecrological
balloons

ELECTRIC DISCHARGE TYPE
SIGNS

PRESERVATIVE

SULFUR

insecticide], sulfuric acid
MERCAPTANS
THIOETHERS
CARBON DISULFIDE
HYDROGEN CHLORIDE
THIOSULFATES

REFRIGERANT (DRY ICE)
FIRE EXTINGUISHER
FOOD PRESERVATIVE
BEVERAGE CARBONATOR
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Much of the information contained in this circulsr was obteined
directly from companies in the petroleum and chemical industries in
raply to regqueste for data relating to hydrocarbon utilization: The re—
gonse to these requests was gratifying, and the writer is pleased to
acknowledge his indebtedness to 211 who contributed.

The writer is elso prrticulerly appreciative:of the criticlsms of
the paper by members of the Petroleum Division both ot Bartlesville and
the other stations and field offices, by members of petroleum company
laboratories, by Dr. H. B. Hass, -head of the Department of Chemistry at
Furdue Unlversity, Lafsyette, Ind., and J. C. Walker, general superin-
tendent, Chemical Division, Cities Service 01l Co., Bartlesville, Oirls.
The charts were drawn by Ralph Wright and Russell Himmelright of the
Bartlesville Station.
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AFTER THIS REPORT HAS SERVED YOUR PURPOSE AND IF YOU HAVE NO FURTHER
HEED FOR IT. PLEASE RETURN IT TO THE BUREAU OF MINES. THE USE OF THIS
MAILING LABEL TG DO SO WILL BE OFFICIAL BUSINESS AND MO POSTAGE STAMPS
WILL BE REQUIRED.

UHI_TED STﬁTEs FEMALTY FOR PRIVATE USE TO AVOID |

PAYMENT OF POSTAGE. #300 |
DEPARTMENT OF THE INTERIOR
BUREALU OF MINES

OFFICIAL BUSINESS
RETURN PENALTY LABEL

THIS LABEL MAY BE USED OMLY FOR
RETURNING OFFICIAL PUBLICATIONS.
THE ADDRESS MUST HOT BE CHANGED

BUREAU OF MINES,
WASHINGTON, D. C.




DEFARTMENT OF STATE
WASHINGTON

:-: Egghm?z{" v June 5. 1940

The Secretary of State presente his compliments
to the Honorable the Becretary of the Treasury and
encloses a copy of a telegram from the American
Ambagsador at Paris econecerning two decrees drafted at

a meeting of the Belglan Cabinet at Paris on May 30,
1940,

Enclosure:

From Parle,
May 31, 1840.
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Paris

Dated liay 31, 1940

Reeld 10:02 a.m,.
Seeretary of Btate,

Washington.

871, May 31, 1 pemne

We underatand that the 100 odd members of the Belglan
Porlicment meeting ot Limoges this cfternoon will approve tweo
decrees srid to have bEen drafted ot o neeting of the
Belgion Cobinet here last night.

The Ffirst deciee will declar: in thE none ol the
Belglon people and in cccordance with Artlecle 82 of tho
Belglan Constitution thot the King being under the power
of the invader is in a position which mckes it imposs_ble
for him to reign.

T™e senond deeree will give the Belglan Ministers

aosembled in counnil power to Execute juﬁgFmEnta and.

mondotea in the nome of the Belgimn pecoplE.
The Belgian Ceobinet will then proceed teo Poitiers where

this evening the linisters will meet to pramulg&EE tEf dECTEESs
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CRAY
Milan
Dated June 5, 1940

Rec'd 2:50 ps Me

sgeretary of State,

Washingtone

§5, Juntg S, 5 Pe Me

Today's market index 213. 77, Volume 70,725,

Further seglling preEssure contiqg;d declline in quotatlona

in moderate troading without marked gcheracterlatica.

SHOLES
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ITALIAN STOCK PRICES
(Milan)

Daily®

1940
MAY JUNE
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TREASURY DEPARTMENT

INTER-OFFICE COMMUNICATION

oate June 5, 1940
To Becretary Mgrgenthau

FROM

Subject: Ral ad frelght movement for export.

Recelpte of frelght for export at New York increased
again during the week ended June 1 to reach a new high level
for the period covered by our recorde. Receipts at 9 other
North Atlantie porte showed even more pronounced expaneion.
The total increase for the week was 812 cars, which compares
with an increase of 872 last week. (B8ee Chart 1 and table
attached) T e

The volume of freight exported from New York increased
last week by only Wb cars |see h 2), consequently the
heavy volume of 1lncoming export freight is tending to pile
up at New York. The volume of lighterage freight in storage
and on hand for unleoading in New York harbor now totales

8,384 care, an increase of 527 cars for the week. (BSee

Chart 3)




RECEIPTS OF FREIGHT FOR EXPORT AT NEW YORK
AND AT 9 OTHER NCRTH ATLANTIC PCRTS

leek ended 9 other North
1939-40 New York 1/ Atlantic ports 2/
In carlofds —--.
December 2
December 9 1,548
December 16 L Of
December 23 . 1,602
December 30 1,104

Januasry 6
January 13
January 20
January 27

W W W

aan FEna
(e} S AN |

February 3

February 10
February 17
February 24

ol ol = =
oo N &

Mareh 2
Marech 9
March 16
March 23
March 30

W W W

April 6

April 13
April 20
April 27

May L4

May 11
May 15
Mey 2§

o N oen WO S ER O WOND
[ AN = V] =l PR —~N=—O

- W

nm HHEHHEF HEFEFE HoHEm
W 0w o mowun gavn FO A

L1
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June 1

1/ Bource: Genersl Managers' Assoclation of New York, Daily
Recort of Operating Conditione in New York Harbor,

2/ Source: Assocliation of Americen Raillroeds, Car Service
Divieilon, Report of Carload Freight for Export
and Coastal Vesael Mpovement, Includes Searsport,
Portland, Boston, Providence, Philadelphls,
Chester, Wilmington, Del., Baltimore, snd Norfolk
(or Hampton Roads).
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PORTED FROM NEW YORK *

1940
Pl ¥
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THOUSANDS
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1939 1940
® A3 CSTIMATLD FROM DATA OF GLMLCRAL WMANAGLRS' ASSOCIATION OF MLW YORK,
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LIGHTERAGE FREIGHT IN BTORAGE
HAND FOR UNLOADING IN NEW YORK HARBOR *®
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June 5, 1950
Under Secrestary Bell

L e STRICTLY CONFIDENTIAL

¥r. Clayten, Assistant te Governmer Bocles, telephoned me last night
in regard e Mr., Dale Parker, whe is recommended both by Gevermer Eceles and
Mr. Claytem as aa applicant fer a pesition with the Treasury. Nr. Parker is
uutlhnmmrlnﬁhhﬂnﬂﬂal-uhlum-lhhu
handled forsiga exchange Pusinsss vith the Shell 011 Cowpany and later with
Srowa Harrimas. A% preseat, Mr, Perker is practiciag lav in New Tork.

I %eld Mr. Claytem that the emly epening vhich might exist here would
be in the Pereigzn Fuads Gemtrel. I stated that meh pesitions were samevhat
temporary and that the salaries vere met abeve $5,000. If ia the siremnsiences
Xr. Parker desires e submit his application. I suggested thal 4% De semt
dirsctly %e Mr. Bell. It eould them e somsidered, and Nr. Parker requested
to coms to VWashingtom for somsultatien if his record aad sxperiense seem io
auhlify bim for a pesition in the Treecury.

e -

N0 dm16,5,50




GRAY
Berlin
Dated June 5, 1940
Recld 11 aanie
Secretary of State,

Woohington.

1569, June 5, § cele
? E S /}6?6-
Ky telegren 1344, Moy 16, 11 o,
The HATIOR.L SQZI.LIST ISCHEL.MDPOST of ilay 31, 1940

publishes cn crticle by Under Secretary of jgriculture

Boeke for the cnnounced purpose of refuting the fgilly

foiry tolep” cbout the Lrminence of Geraony's collapse

for loelk of food in the cauing winter.

Gericny will enter the new harvest yeor on .upgaat 1,
1940, with the scae groin reserve thot 1t possessed ot g
the outbresk of the wor Baeke atated and asserting thot
nc Europesn country hod ever held such a large groln reserve
ca Geraany will have at the beginning of the new crop YEQTe
Bocke stated thot nothing could be scid yet about the final
cutecnie of this years crop but contended that the dancoge
done by cnn unusually severe winter had been offset by o
. nuaber of favoroble foctors. Thus it has been posaible
in apite of the war toc gupply fomers with the nornal
quantities of seed and fertilizers. Owing to sufficient
ﬂup;li:: of nictor fuel spring planting has been proctically

coripleted




=P= {1668, June 5, 9 ceil., fron BeErlin,

corpleted cccording to Bocke vho atated that by liny 25
approxinctely 95 per cent suger bect area and about 83
per cent of late potoatices hod been plonted.

Boeke alse clainmed thot owing to extroordinary efforta
on the pert of the formers it had been possible to plant
not only the usual spring cereage but aloso the ccreage
thot could not be planted lzast fz2ll owing to unsatisfactory
veather conditions ond thot o decline in winter borley
aerecge hod been offset by inerensed plontings of spring
ecrops especiclly of root cropo. The area in rcot crops
hoo been exponded by 10 per cent over last yeor Bocke
noserted ond the cereage wnder pototoes alone iz 250,000
tz 300,000 hectares higher thon o jeer age while the
aerecge under sugar beet hos cloo been Inereaseds

.5 regarls the fat situction Bocke claimed tint

actucl developrients hod been nore fovoroble thon antielpoted

Inerzosed butter production hos resulted in an upword

revision of the butter roticn ond consequent soving of
rorine. He anncunced thot beginning July 1 the
nargarine roticn will be entirely replaced by butter.
Nevertheless at the beginning of the winter 1940-41
GEmony will hove Yo mueh lorger reserve of butter than
at the outbresk of the wor® Bocke stated. KHe also
announced that notwithstonding the inerecse in the cheese

rotion




=3= #1665, June 5, 9 cet., fraz: Berlin.

E;-.ti:m_ o nonth age (which ristored o like decrease node
:;‘;r.v:rr_l Henthe o 0) there will be o further inerease of
254 a2t the beginning of July.

8 It i clao cleoined thot Geruony will enter the
Frinter 1940=1541 with atocks of eggs ot lenst 50 per cent
Mobove those of Septerber 1939,

Brelze adnltted thot the hog populcotion is being

reduced to corrcocpond to the ovoillable supply of

—

feedstuffas but enlled rttenticn to the larze reserve

cf frezen pork crected by ouch sloughter offsetting

reduceld supplics of fresh poilt during the coning winter,

In cédition he elcoined there vwill be cvolloble larger

aup3lies of bDeef aince the nwaiber of cottle vhich waa

clrecdr

T viry lorge ot the beglming of the wor hos
inersaged in the memtiiie.

Finplly in regord ts oupplizs of vegetobles Backe
stoted thet the proposed incrzase of 25 per cent in the
acres3s plonted will probably be reached, (END SECTION

OHE )
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Paraphrase of Sections 2, 3, 4, and 5 of telegram No. 1669
from Berlin dated Jume 5, 1940

137

Beoretary of Btate,
Washingtonm,
| SIRICTLY CUNFIDENTIAL |

OONFIDENTIAL.,

The statement made by Backe to the effeot that Germany's
reserves of grain at the beginning of the second year of
the war will be equal to those g year earlier refers for
both years to the situstbom which obtained before the
orops were harvested. The graim erop of 1939 was a good
one and amounted to 27,400,000 toms, which amount according
to estimates made by offioclal sources in September 1939
was considered to be at least 1,400,000 tons in excess
of the consumption of the Reich's requirementfor a
period of a year. It was made olear by Backe's statement
however that these expecotations were mot fulfilled, and
that no additional reserves were acoumulated which was
probably due to incresased requirements im the part of
Poland ocoupied by Germany. Backe, therefore, admitted
tacitly that the prospects for this year's orop are
unfavorable, though he apparently tried to divert
attention from this fact by making claims that the
farmers were well supplied with seeds, supplied with
fertilizers, gasoline, etd., which it may be taken teo
mean at the most that the supply of these fastors of

production
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production was more or less normal. Aoccording to some
sgrioultural authorities it 1s practiocally certain that
the harvest of grain this year in Germany will be very
unfavorable. The publication "Wirtschaft und Statistik®
in 1%s April number reported that the orop prospects were
poor for practically all non-German European ocountries,
ﬁn customary forecast of German orops being omitted from
the publication this year. This is taken to mean that
neutral European countries whioh are her only other sources
of imports while the war lasts will not be in a position
in all probability to supply Germany with any substantial
quantity of grain., Up to now according to one report
Rusela has exported to Germany only 25 percent of the
one million tons of grain which was agreed upon. M.‘I.n‘
‘to Backe Germany stiil possesses the same grain reserves
as last year, At the beginning of the war Darre stated
that these grain reserves amounted to 8.6 millionm tons
which was equal to almost one third of the grain harvest
of last year. It is Goubtful, however, if the war should
be prolonged beyond this summer, whether Germany could
afford to consume this whole reserve in one Year, Further-
mOre, in spite of the record orop, consumptlion requirements,
which were so great this year that nothing could be added.
to reserves will .signtficantly increase. Possible addi-
tional requirements are indicated by the faot that

Denmark,
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Denmark, Norway, Holland, Belgium and Luxemburg, imported
approximately in 1837 6.5 million tons of grain, The wvheat
supply of Belgiwm ascording to one report is now suffisieat
for only 60 days.

The admission made by Baske to the effect that the
hog pepulation had to be reduced i1s confirmation of reports
to that effect previgusly received., (In this comnestion
see my telegram of March 26, 4 p.m., No. 743). This
statement of Backe constitutes a tacit admission that the
fodder situation is not as favorable as was claimed
previcusly. Backe has also olaimed an inorease in the
potate acreage whioh it is stated amounts to an expansion
of 8 to 10 percent over last year which, nevertheless,
seems to fall short somewhat of the plans. It may be
notedifor instance that Goering in his radio address to
the farmers of Germany on February 15 demanded that the
planting of potatoes should be augmented in Germany from
10 te 15 peroent.

Apart from inoreased production resulting from sharp
restrictions on milk consumption the improved butter
situation is probably due to greater supplies from Demmark
and Holland. The total fat rations have not been inoreased
80 far however although the allocation of butter has been
‘sugeentalifiut vith proportionate decreases in the margarine
ration. Since the ration of fat in Germany is admitted
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to be inadequate the very fact that 1t has not been in-
ereased in spite of the greater supply of butter might
lead to the conolusion that stocks of other fats are nit
quite as ample as is olalmed offiocially.

¥With regard the question of Germam egg supply it
may be gald that the reserves are undoubtedly being built

up and that present stocks of eggs in Germany are 70%

above those of Beptember last year. But the present
improved situation with respect to dairy products and
egge 1s due largely however to supplies from * which
countries will undoubtedly encounter shortages of fodder,
notably shortages of oll cake on ;nennt of the bloocksade.
In all probability the advantage accruing to Germany 1s
therefore a temporary ome from a half year to a year.
Although the general impression of the food situation pre-
sented by Backe is favorable his admissions of waaknesses
may be tscen as serious enough and partioularly in regard
to bread and feed grains in which Germany's position when
the war started was on the whole considered favorable. As
feared in some quarters if this year's grain harvest turms
out to be as poor as imagined and the war continues it is

not geen how Germany will be able to maintain not omly
her
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PIATIN
London
Dated June S5, 1940

Rec'd 1:035 pe Me

Secrcetary of State,

Washington,

1517, June 5.

FOR TREASURY FR BUTTERWORTH.

le In reply to & guestion in the House of Cormons
the Chancellor of the Exchequer announced that as s
reault of the declaion to ralse the exceas profits tax
to 100 percent on all businesses the limitation of dlvi=-
dends bill seemed no longer necessary and the proposal
would be withdrawn, but the prohibition of bonus lasucs
for the period of the war would remain,

2s In another reply the Chancellor of the Exchequer
steted that under regulations passed under the provislons
of the recent Emergency Powers Act (reported in my 1326
of May 22) he has the power to give directions to the
Bank of England in the fixing of the bank pate, This

statement ia in econtrast to past pronouncements on thils

question which have always Baphasized that the matter

lay in the diseretion of the Bank of Englands




hsm -2~ Wo, 1517, June 5, from London

3e Attlee In reply to & question on the Government's
gcononic organization disclosed that an economic poliey
cormiittee headed by the minister without portfollo (Green-
wood) will replace the old cormittee presided over by

the Chancellor of the Exchequer as reported In my 1981

nf'OGtmbEr €., The new committee will conserve and dlrect

general econorile policy. Lord Stamp who 1s to continue
his part-time duties will report to the new committec
and his ataff apart from thelr work on econcomle and
finaneisl plans will provide digests and atatlatlos

on the war effort and progress reports of departmenta,.

KENNEDY
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H.M.Jr:

Ambassador
Bullitt:

M. Ir:

Hello.

He 110 *

Hello, Bill?

Yes, Henry. How are you?

Oh, I'm fine, and I know you're all right.

Oh, yes. Top of the wave.

I want to thank you very much for that telegranm.
I really aprreclated 1t. I want to tell you it
sounded real.

Sounded what?

Bounded real.

Well, it came from the heart, Bill,

Henry, I really mean that, and I really appreciated
it tremendously.

Well, I've got a 1little good newe for you.
Good.

You know thie stuff that you've been so anxious
to gﬂt TR R

Yen.

sssses the surplus groceries ......

the surplue groceries.
Yes, yes.

Well, the telegrams went out last night and the
stuff is -- with ordere to begin to move 1it.




Oh, that's wonderful.

You never saw such a fight in your 1ife or
how I wae blocked.

0Oh, how perfectly wonderful,

And they'wve got a blg lot of stuff and it'e
beginning to roll as of last night.

Well, I'm perfectly delighted. I can't thank
you enough.

And I'm meeting with them agaln this mcrnlng
to see 1f we can't help them some more.

B: Hello. Henry?
H.M.Ir: Yeas.
Can you hear me?
What's that?
Can you hear me?
I hear you very well.
Henry, on another 1little matter that we're
interested in -- ah -- the question of a
certaln title ......
Title?

sass:s.s the question of a certain title --
pPagBing ......

Oh.

Hello.

I'm not sure -- yesl Yes, I know.
Well, that's all fixed.

Good.

And, however, concerning the technical question,
the amount ie one-third,
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HM,.Jr:

B:

H.M,Jp:

-3 =

One-third of ...css
You understand. One-third of ..ccus

Oh, I get 1t. Yeah, I know what -- one-third
of what we saild.

Yeah.

I undersetand.

One-third of six,

I understand.

And the -- but that's all fixed now and you'll

have an offlelal word on the subjlect from me
very chortly.

Well, use the same system of communieation, Bill.

Yes, I'm doing s0.

What?

I'm doing so0.

Yesh.

I will send it by the same method of communication.
Ah -- d4id you talk to Joe?

No.

I mean, do you talk to Joe at all?
No.

You don't.

No.

0. K.

Henry?

No, I -- all right.




H.M,Jr:
B
HM.Jr:
B:
HM, Jr:
B:
HM,.Jr!

B:

H¥ Jp:

B:

-

Henry, there'es been some difficulty on -- on
cablee today.

Yes.

Ah -- and on ordinary cables soc that this method
will -- your method 18 much better.

I Bee.

Now, I supnose you know that the bilg general
attack began thie morning.

Oh, so0 I heard on the radio.

Yes, the bilg attack on the entire line.

On the entlre line.

Yesh, all the way.

Does that inolude Maginot?

No, not there, but everything except that.

I see.

And they -- there's no real information yet.
Uh-huh.

There haen't been bad information, there's Just --
there's nothing. It'e jJust terrifiec fighting,
that's all.

I oee.

And there you are.

Well, Bill, you ean't believe the hurdles which

What's that?
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I'1l hear from you on that particular matter
of grocerlies in the near future.

Say that again.

I will hear from you on the matter of groceries
in the near future.

Yes., Well -- ah -- right, but they -- but the
atuff started to go to -- to move last night.

That'e wonderful. I can't thank you enocugh.

Well ......

Henry?

Yes,

Were you able to do anything about that particular
little matter which interested me particularly --

thinge that in the o0ld days "Lega" Diamond used
to carry down in

(Laughs) Well, I -~ I haven't given up hope.

Yeah, but even if you can scrape up -- ah -- &
very emall quantity, 1t's very valuable.

I understand.

80 Af you can do that and get action immediately,
it can be extremely valuable.

I understand. I'11l do all I oan Bill.

Well, Henry, God bless you, and thank you again.
Take care of yourself.

Ah -- good-bye, good luck.

Good-bye.




Onerator:
HM, Jr:

William 8.
Enudsen:

H M, Jr:
K:
HM, Jr:
K:
H. M, Jr:

June 5, 1940
B:52 a.m,

Go eghead, please.
Hello.
Hello.

Hello. Morgenthau.

Yes, sir.

George Mead 1s sitting here with me.

Yesn.

Now, what I'm writing thie moming -- I don't
know whether you got a copy of what the President
sald at hie press conference yesterday about the
alr plane business.

No.

Well, I'll take the liberty of sending you over
a verbatim copy.

Uh-huh.

And == gh == my thought was == I'm aleo writing

a letter to the President -- MocReynolds -- to aek
him to put these orders in reverse, which made
all thie authority flow to me from the Army and
Navy, and give 1t t¢ you. Hello.

Yes. sir.

Now, 1t may take a day or two, but I thought
pending that, I told George Mead to loock to you.
See?

Yes, elr.

And == gh == is that all right with you?




K:

H M, Jr!

-

Yes, 8lr. Because he's comlng over here this
morning.

Fine. Well, he's sitting here nNnow ....:s

We worked on the Army laset night.

He told me that.

And we're going to work on the Navy thise
morning.

Yes, and Mr. Knudsen, I Jjust want to say this
thing to you and I'm sure that you'll be in
agreement with me. George Mead tells me that
Ford wents to go ahead with this Rolls Royce
engine, but shows some hesitancy about wanting
to manufacture i1t for the Allles. Hello?

Yes,

Well, I'm sure that the President will not want
Mr. Ford or anybody else to manufscture anything
-- @speclally an Englieh engine, unlese he's
willing to sell i1t to the Allies.

I see. Well, Mr. Morgenthau, I thought that all
these negotiations, of course, can be done over
in this offioce now

That's right.

ssssss With George Mead and I and the contractors.
That'e right.

And we'll try to get 1t ocleared up.

Well, that'se what I'm very anxious that you do.
And in the meantime, after Mr, Mead and I get
through here this morning, I want to go over

and look at that motor.

Oh, you mean over == the .....s

Wherever he's got 1t. He's got 1t somewhere.
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He's =- 1t'e in the Treasury.

Yeah.

We think it's eo wvaluable. (Laughs)

(Laughs)

But don't you agree with me, I mean, if Ford

is golng to be choosey about who he sells to --
I mean, particularly an English motor which the
Government -- the English Government has glven
ue this license, 1f he doesn't want to sell to
the Alliee, we can't that the British
Government let him meke 1t.

(Laughs)

What?

I don't think that'e serious, Mr. Morgenthau.

I think if we get Edsel here we can etralghten
that out. Anyway, supposing he makee them for
you and you elect to sell them to the Allies,
what's the difference.

Vo, I won't == I'm funny. I'm Jjust like you.

Well, but I mean, I mean, he hsen't any Juris-
diction over the order.

No. He's got to come clean. I'm sure the
President will back you and me up on thie 100%.

All right.

I mean, he's got to come clean.
Uh-huh.

We've got to find out where he stands.

T don't underetand this. I never heard thiea
before.

Well, it's just between George Mead, you and me,

I see,.




0. K,

Yeah.

I'11 be seelng you Boon.

All right, eir.

Now from now on, 1t's your baby.

A1l right, sir. But you don't mind me
getting a soother once in a while?

Getting a what?
A soother -- you know, what they glve bables.

(Laughs) Juet ae long a8 you think I can give
you them, I'm here.

All right, sir.

All right.




H.M.Jr:

General
Marshall:

H. M, Jr:

H. M. Jr:

. H

Hello.

Good morning, Mr. Secretary.

Good morning, General. I'm ealling you to

thank you for the splendid cooperation you gave
us on getting that surplus material getralghtened
out.

Well, thank you very much. The main thing that'e
happened there, Mr. Secretary, 1s getting
Colonel Burne moved into the positlion he'e 1n.

Is that the main thing?

The main thing that hae helped out 1& by getting
Colonel Burne into the position he's in now

a8 a llaison between you and these other neople,
because there we have an effective basis for
management that takes 1t out of the personal
twiats here and there, and I think that we've
gotten the thing so that 1t will roll.

Well, he's in the positlon of being in touch
with me and also, I gather, in touch with
Stettinius and Knudsen.

Yes, that's exactly what 1t 1s.

80 that will work out ......

And that enablee ue to move very much more
rapidly, and also his judgment 18 excellent
and he provided one of the immediate methods
of getting at this thing without a very serlous
complication in the procedure ..sses

Fine.

v..v.. which was quite oritlocal and no one had
been able to suggest a means of getting underway
because of the warlous involvements that have

to be first settled. FHe has gotten that eo




eurythin.g has been ordered and he's rolling
today -- he'll begin rolling today ae fast as
he can get the carse in.

Thank you.

Our only trouble is finding a safe way to handle
a large mass of powder. That's belng fixed up.

Thank you.

All right, sir.

We'll be back for more requests.
Well, I know that.

All right.

Thank you.




June 5, 1840

11:45 a.m.

Pregent:
o - L2 1

Admiral Towera
Captain Kraus
Lieutenant Anderson

Captain Kraus: Lieutenant Anderson did a fine
job for us the other night.

HM,Jr: He did a good Job, did het?

Captain Krauas: Yes, sir. A fine Job.

HM.Jr: What these people want more then any-
thing else are dive bombers, because the Navy created
them, didn't they?

Admiral Towers: Yes.

HM,Jr: And I wondered if you started taking
the oldest ones that you have and that are safe 1o
fly, turn them over toc the manufacturer and replace
them with up-to-date bombers for yourself «....

Admiral Towers: Would not handicap us much
more if 1t 1s indicated we should give up some of
our planes, give up a modern type dive bomber.

Hi,Jr: BSo muach the better.

Admiral Towers: The situation ls this. We
have in our organized regerve squadrons, vhich are
dlstributed throurhout the country at reserve bases,
a total of 91 modern Curtiss scout dive bombers. A
combination of the two. They are dlve bombers.

HM, Jr: What are they? Scout dive bombera?

Admiral Towers: Yes.

HM,Jr: That'e what they are known as?




Admiral Towera: That's what they are known
nBe The tyre we use on the carrliers. They have
very recently been dellivered. We have been trying
for years to get those reserve squadrons equipped.

HM,Jr: What do you call them?

Admiral Toweras: S8BC-4.

HY,Jr: Is that the same as the Curtlss Hall?

Cavtein Kraus: No. It 18 a conalderably
larger plane. 1tTe Curtise manufacture and is a
bl-plane however.

HM,Jr: And you could do thias?

Admiral Towers: We could spare those wlthout
geriously neandicanning ourselves, primarlly because
a larre pereentaze of the officers of those squadrcns,
the reserve officers, have been called to actlive duty
gs instruetors in Pensacola. Therefore, they cannot
now mister full strength for the reserve sguadrons.
we actually have more planes than reserves right now.

HM.Jr: Wonderful! And these could be re-
nvlaced faIrIy quickly with something better?

Admiral Towers: We feel they could be re-
placed 1n about 8 months, but that reserve situation,
the shortage of reserve officers, will continue be=-
cause we are poing to need more and more for ln-
structors! dutlies at our additional aviation tralning
gtationsa. I have to add, however, that only thie
morning, after we had flgured out that we could vos-
sibly make some of these avallable, the Army requested
anywhere from one to three squadrons of dlve bombers.

HE,Jr: HNuts con the Army ! Excuse me.

= I have Just been to see the Presldent on some-
thing else along the same lines.

Admiral Towers; The maximum that we could let
go without having to admit that we have geriously




handicapped ourselves would be 50.

HM,Jr: What does the Army want them for?

Admiral Towers: The Army has Just reallzed
that there is something in this type. They have had
no toetical experlence. They have officers with our
carrier squadrons now observing the technique of dive
bombera.

HM,Jr: Fifty 1s what you decided onf?

Admiral Towers: Fifty, ln nmy opinion, 1is the

maximum we could release without greatly handicapping
gurgelves.

HM.Jr: And you would rather let these go than

the old Eﬂjﬂi

Admiral Towers: The old boys are divided into
different categories, some of them are 80 old and slow
I am afraid they would not be of any use. They are

old and slow. The others ere a little younger, but
gtill old, and will be needed very ghortly for train-
ing purposes due to our expanded training program and
they are sultable about as much as the newer types.

HM,Jr: For pllotel

Admiral Towers: For pilot tralning at our train-
ing schools.

s HM,Jr: What are you golng to do with the other

Admiral Towers: We have some of these reserves
left and, after all, these reserve squadrons are a re-
serve for the field. They are replacement alrcraft
in the field.

HM,Jr: But you could recommend 501

Admiral Towers: Admiral Stark told me I could
say we would be willing to release the mumber that 1
figured. At that time I had not had a chance to figure.




Hi,Jr: Did you talk to Admiral Stark?

Admiral Towers: I did thies morning. It 1is
goinc to be a very difficult thing to do, of course,
it's subject to agreement with the Curtiss Company.

I think the Curties Company will agree. It'a subject
also to including in the turn in, I imacine, the equip-
ment that 1s on them.

HM,Jr: Sure! Teake them as 18 and pay for
them. Are there any spare enginea?l

Admiral Towers: We must have some gpare englnes.

Lieutenant Andergon: Yes.

HY,Jr: Is there one or half a one to each plane?

Lieutenant Anderson: 50% -- no, 33-1/3% I think.

Admiral Towera: It's the standard engine. It'e
the 1820 engine == 1320=54.

HM,Jr: Wahat does that equal in horsenower’

Admiral Towers: 950 take-off hcrsepower; 1t's
a 230 mile plane at altltude.

WM, Jr: Funny! The President had that figure
and he was saying 1t wasn't fast enough.

Admiral Towera: You can't get everythling in
these planes.

HM,Jr: I know. I am Just revpeating.

Admiral Towers: Even the Germen dive bombera
are not Tast.

. .Jr: Could I do thia? Am I moving too fastl
Call up General Wetson -- I happen to know Admiral Stark
is going to see the Presldent at a guarter of two. Can
I tell General Watson that you are here now and that you
g1y you can spare 50 scout dlve bombera if the thing can




be worked out with the mamufacturer -- and I am sure
it ocan.

Admiral Towers: Of course, you realize we are
gubject to attack on the Hill.

HM,Jr: So are we all. Lock what I went through
a year &ros This fellow (Cantain Kraus) saved my 1life.

Admiral Towers: That 1s, in this attitude 1if
1t 1g a Natlonal poseibility tec do that sort of thing,
we will do 1it.

Hi,Jr: I can say to General Watson that you are
aitting here -- you will hear me -- and that you can
gpare these without ...

Admiral Towers: «... without serious detriment.

Hi,Jr: Without serlous detriment and you are
willing to recommend that to the President.

T T e T

Admiral Tavers: Yes, sir.

[
I’

e
o]

The Secretary doee not know anything about it.

HM, Jr: That's all right.
(At this point, HM,Jr placed a call for General
Watson and spoke to his secretary in General Watson's

absence. )

"Would you take this for General Watson and 1
will talk to him when he comes out?

"Admirsl Towers is here with me and Captain
Kraus. They inform me that without serlous detriment
to the Navy they could ewap 50 modern scout dive bombers,
known as SBC-4. That'e their actual title. Make a
gawap with the manufacturers for a more modern plane and
the mamufacturer to turn these 50 over to the Allles
at once. These planes are part of the scquadrons of
the organized reserve of the Navy and at present are
not in use."

(To Admiral Towers) Is that rightl




Admiral Towers: The whole squadron ls in use.
iake it temporary excess of requirenments.

mi.Jr: (Resumed dlctating to General Watson's

Eecretary.I

"Instead of saying "and at nresent are not in
uge" make it "they are in temporary excess of require-
menta. "

Admiral Towers: They carry -- they only have
two macnine guns, but they earry a thousand pound bomb.
That's as blg a bomb as any dive bombers.

H.Jr: Do you mind, I have Colonel Jacquin
down the ﬁEIl, do you mind if I have him in? Do you
know him?

Admiral Towers: MNo, sir, I would not mind. Both
Kraus and I know him.

(At this point, General Watson's secretary read
back to Admiral Towers what HI,Jr had dictated to her,
and Admiral Towers made the followlng suggestlon:

"I think we should add "This matter has not yet
heen discumsed with the manufacturers, but 1t ls be-
lieved this can be arranged.”

(At this point, HM,Jr took the phone and gald to
General Watson's Secretary!

"What I would 1like you to do -- I know Admiral
Stark 1s comins at a quarter of two and I want %o be
gure that the President gets thile memorandum when he
seceg Admiral Stark. The President can declde whether
he does or does not want 1t. You algc might make a
note -- put 1t on me -- that I have not had a chance
to olear this with lr. Edieon, so if Captein Callaghan -=
you might tell Cantaln Callashen about this and then
tell him to use his common sense and let him declde
what to do, but tell him MNr. Edison does nct know about
1t, but tell Captain Callaghan and fix it up so Admiral
Towers and I don't get sent to Guam.")

HM.Jr: God! If I could do business the way
you do business, life would be ten times easier!




Admiral Towers: I did not have a chance to
olear 1t Wwith Edison.

HM,Jr: Callaghan will take care of 1it.

(Colonel Jacquin came in to the Secretary's
office at this point.)

HM,Jr: 851t down, Colonel.

There iz a posaibility -- Just a poselbllity --
that they may be able to get 50 modern dive bombers
for you. Admiral Towers will tell you what they are.

Admiral Towers: Roughly, they are Curtlas
8PC-4 model, new practleally. They have a top speed
of 230 milee at 18,000 feet; 214 mlles at sea level;
950 horeepower at take off.

Colonel Jacguin: What aspeed?

Admiral Towers: 230 at altitude, 214 take off.
They ore big scout dive bombers.

Colonel Jaecquin: That's a bi-plane?

Admiral Towers: Yes. They carry a very light
gun equipment in that they have only one 30 callber
Fitch gun, but 50 can be put 1n, and one 30 caliber free
but they carry one 1,000 pound Yomb and two 100 pound
bonbs. It is really a dive bomber. Very sturdy plane.

Colonel Jacquin: Yes, I know him. I have seen
him in construcstion at the Curtiss plant.

Admiral Towery: Just delivered to our reserve
aquadrons.

Colonel Anderson: That wlll be vertbintereating

to usa.

HM.Jr: Thet would be for the French? Or the
Eng lsﬁT_*_Well, jou decide.

Admiral Towers: They are quite long range, in-
cldentally.




HM,Jr: How much range have they?

Admiral Towers: AS O DOMBEY sesees

Lieutenant Anderson: .... 550 miles.

Admiral Towers: Fully loaded.

Lisutenant Anderson: Yes, slr. 554 with the
heaviest load they carry.

Hf. Jr»: If you get them you would be delighted?

Colonel Jacquin: I w»ill. I will. Jure.

HM,Jr: Because thils 1is gomethins the President
will say yes or no on within 24 hours. And they are
avallable immediately.

folonel Jaequin: I will be very pleased.

Admiral Towers: They have them scettered all
over the country, put we could have them flown in.

HM,Jr: ‘That would be a load for your alrcraft
carrier.

Oantain Krauas: They are carrler alrplanes.

H{,Jr: Carrier airplanea’?

Admiral Towera: Yes.

HM,Jr: 8o it would be gwell to send an alir-
craft carrler over. How many can they take?

Colonel Jecguln: 80 planes.

HM Jr: Nothing settled yet and don't go to
the manufacturer yet. Please!l

While we are heres, tell Golonel Jacquln which
i this enzine which we have got here. RAollsa? Which
Rolls are we fooling with?




Captain Kraug: We have -- actually, the sample
engineg we have are the Merlin 10, which is, we under-
stand, very slightly different from the Merlin 20 which
ig a higher horsepower, but all different dimenaions
with particular change in the supercharger.

Colonel Jacquin: Merlin 10 is 1200 hersepower.
Hi Jr: Not enough?

Colonel Jacquin: No.

HM,Jr: What are you (Cavtain Kraus) golng to do
in the next 15 minutes?

Cantain Kraus: I don't know. I had expected to
be here.

HM,Jr: Well, you know the Treasury well enough
that you could sit down wlth Colonel Jacquin and talk
about the Rolles Royce. Would you (Admiral Towers) be
intereated?

Admiral Towers: I was talking with Mr. Kraus
this morning.

HM,Jr: Well, he's a customer for 800 a month
g0 I would like him to know about 1it.

Captain Kraus: Yes, sir. I can take Colonel
Jacquin.

H{,Jr: I don't know whether Admiral Towera
wants to 3& i1t or not.

Cantain Kraua: I ean take Colonel Jacquin down
and talk with Mr. Mead Af he has any .....

Admiral Towers: I was talking sbout 1% this
morning in the conterence we had with Kraus.

HI.Jr: I don't know what the United 3States
Government 1s going to do, but here 1s a customer who
wantes 800 a month.

Admiral Towers: I gathered they had not quite
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made up their mind this morning as to what they were
going to suggest.

HM,Jr: Could you «-.w

Admiral Towers: I would like to hear part of
1t at least. T fave to go back to Mr. Knudsen's of-
fice for & conference this afterncon.

oCo=-000




THE UNDER SECRETARY OF THE TREASURY

WASRSHINGTOMN

June 5, 1940

MEMORANDUM TO THE SECHETART:

There ars $353,000,000 of 3=3/8F Treasury bonds
maturing on June fifteenth. This security was issued on
July 16, 1928, and was offered in connsction with the
refunding of the Third 4-1/4$ Liverty Bonds. It is possible,
therefore, that they are falrly well scattered over the
country although the Federal Heserve Bank of Hew York adviges
me that they have information as to the holdings in Hew York
City of more than half of the putstanding issus., The Federal
Hegarve System does not own any of these bonde.

In your call notice of February 14, 1540, you made
this statement:

WHolders of these bonds may, in advance
of the redemption date, be offered the privilege
of exchanging all or any part of thelr called
bonds for other interest-bearing obligations
of the United States, in which event public
notice will hereafter be given."

This has led the holders of these securities %o believe that
they will be given an exchange offering and the securities are
now selling on that basis with a 17/32 negative yield. The
past practice of the Treasury in extending the exchange privi-
lege to holders of our maturing gecurities has given a "right®
value to issues maturing over the next two or three years.

For instance, the Treasury notes dus December next are selling
on a megative yield basis of 9/32 and the March, 1941, notee
are selling on & basie of & negative yleld of 6/32. Even the
notes maturing in March, 1942, are selling on & basis to yield
.15 of 1%, which shows that that maturiiy algo has some Tight
value attached to 1t.

To pay off these maturing obligations in cash at this
late date I feel would affect the note market for a period of
two or three years, and might even have its repercussions on
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the whole market, Furthermore, I feel that you, personmally,
would have to take a great deal of oriticlem for this late
action, I strongly recommend that you anncunce a refunding
offering on Friday morning, June 7; and that the books be left
open Friday and Saturday, with a possibility of providing that
they may remain open longer than this peried for any holding
pot in excess of $10,000 for sach individual, This would
certainly take care of the small individual investor. 4l
others would certainly receive motice of the exchange offering
and have ample time to take advantage of it. The Federal Epserve
Bank of New York, however, feels that the books should be open
for only one day, with possibly a provision to take care of the
small holder.

¥e could mechanically handle an offerimg which would
be announced next Tussday, but we would not be able to deliver
the new sscurities. Instead we would have to lssus interim
certificates in those cases where the holder wanted to taks his
securities on June 15, However, if you go until Tussday and
then pay off in cash, I believe you would be criticized even
more for allowing the issue to go right up to the maturity date
befors making any amncuncement of 1t.

We could do one of four things, or a combination. (1) We
could issus & new note for five years at 1-1/8%, which would sell
in the market at anywhers from 11/32 to 16/32 premium; (2) we
could reopen the Mareh 15, 1944 one per ceat mote ($515,000,000
outstanding), which is selling in the market at about 14/32 premiumm;
{:} we could open the September, 1944, one per cent mote
($283,000,000 outstanding — and this is the note New Tork Eﬂfl!l}.
which would sell on the market at about 10/32 premium; or (1) we
could reopen the 2% Treasury bonds of 1948-50 ($571,000,000 eut-
standing), which is now selling in the market at 101-13/32. In
this last case we would have to charge a premimm of 1/2 or 3/h.

On the other hand we could also offer a cembimation by recpening,
say, the September, 1944, notes and the Treasury bonds of 1948-50,
and give ths holders a cholce of sither security on exchangs.

This last gives greater flexibility to the offering and should
satisfy the market. New York prefers the re-offering at a premium
of the 2% bonds of 194850, feeling that this section of the market
is stronger than the note section. Intermediate bonds appear to
have mors buying support becauss of thelr higher interest return.

The working balance teday is about $1,200,000,000 and 1t
ig estimated that it will go below one billion by July first. If
you pay off the $353,000,000 in cash and raise an additienal
$50, 000,000 each week in bills begiming next week, the Dbalance
on July first would be about $500,000,000.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

sscretary Morgenthaun

W, H. Hadley

3-3/8s BEFUNDING
REQPENING ISSUES:

Amgunt
ssme Qutstanding Eremivm

14 7/x 3/15/44 515 mil. 14/32nds
(234 years)

14 /1 9/15/44 283 mil. 10/32nds
{4-1/4 years)

=4 7/B 1948/80 571 mil. 29/32nde
(8 1/2=10 1/2 yrs.) 21/32nds

Posaible
Mict, Price Eremium

2~3/4 years 100.10 10/32nds
(3/15/43) 100. 8 8/320de

100.21 21/32nds
100,19 12/32nds

3-1/4 years 100.16 16/32nds
(9/15/43) 100,13 13/320ds

100.28 28/32nds”
100,26 25/32nde

100.16 16/32nds
100.11 11/32nds

101.4 1 pt. 4/32
101. 1 point




PLAIN
BERLIN
Dated June 5, 1940

Rec'd 8:20 peme

seeretary of State,

Tlashingtone

1684, June 5, 4 Dele

liy Hoe 1549, Hay 26, 4 Pelle

FOR TREASURY FROM HEATH, and alao FOR THE INFORMATION
OF THE DEPARTMENT.

The Relchsanzlger of June 4 has announced the
gstoblislment of Relchslkreditltassen in Brussels, LiERE

and Namure




GRAY
Berlin
Dated June 5, 1940

Rec'd 11:25 ps mMa

Segcretary of State,

Washingtone

1685, Junt S5, 5 Pe Me

My 1566, i‘ey 29, 1 De e

FOR TREASURY FROM HEATH, AND ALSO FOR THE INFORMATION
OF THE DEPARTMENT.

The Reichaobank stetement for May 31 gshows a lerge
inereast in investments during the laat week of May~=
holdings of camercial and Treasury bllls, collateral
loans and sceurlties having increased by 980,000,000 to
13,105,000,000 marks which 1is a record figure 302,000,000
above the position on April 30. Changes in individual
investment items during the laat weck of Hay WEreE 83
follows: commercial and Treasury bills inereased by
963,000,000 marks to 12,568,000,000 marks; eligible
sceurities decreased by 2,000,000 marks ta 142,@0,000

marks; collateral loans increased by 7,000,000 t'_&érka to

51,000,000 marks; mlscellaneous sgourities showed praoe

tically no change., This large inerease in invutmr:nﬁp

was to a great extent offset by & large- &tnreaq in ;

misc Ella.nzt::—ua




hsm =2- No, 1685, June 5, 5 p., m., from Berlin

miscellancous assets (in which the Relchsbank's operating
oredit to the Relchsbank appears) which in contrast to the
usual end of the month increase showed a sharp deecline of
359,000,000 marks to 1,434,000,000 marks,

circulation of Relchsbank notes agaln reached & NEW
nigh at 12,594,000,000 maris compared with 11,767,000,000
narks o week earlier and 12,480,000,000 marks on April 30,
Furthermore additional coins in the amount of 45,000,000
marks were pleced into elrenlation, holdings cof the Relcha=-
bank having declined to 440,000,000 maris on May 31, Hold-
ings of Rentenbank notes a 1so decreased by 7,000,000 marks
during the last wesk of the month to 261,000,000 marks,
Sight deposita decreased during the same reriod by
168,000,000 marks to 1,470,000,000 marksc

(?) there has bzen no increase in colnage since
March 30 when it amourted to 2,115,000,000 marks and
thet the total issuc of Rentenbank notes 1s the samc as
at the md of March and April, 1. E. 1,200,000.000 morks
the total net monetary circulation in Germany after sub=
tracting the Relchabank's holdings amounted to 15,208,000,00

marks compared with 14,755,000,000 marks on March 3le

“ ;
However, considerable amounts of Rzichsﬁrzditkag?Enaﬂhsinz

have undoubtedly been put into circulation in the occupied

areas since the beginning of April so that these figures

alone do not gilve a complete pleture of thE situations
HEATH




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

DATE June 5, 1940

10 Secretary Morgenthsu

mow  Mrs Cochren CONFIDENTIAL

In very light trading, sterling opened at 3.19-1/2 and moved within a narrow
range all day. The final quotation of 3,19-14 was 1/2¢ lower than yesterday's close.

Sales of spot sterling by the six reporting banks totaled &180,000, from the
following sources!l

By cnmrcill camnm-.......”.-¢.-u----n---------------------iluarum
Py fﬂﬂigﬂ banks {I“rﬂ]:ﬁ and South .lﬂnri:m}.--....--.--.---...u-i TE.M}
'!nt-l.l....."...u..ilﬂﬂ.om

Purchases of spot sterling amounted to &225,000, as indicated belowt

E’ commercial Cﬂnﬂ'm‘o------q--.rl-lrlo----ptl-ri..i-lllo-ivv-t--t----i EB'M
E’ fﬂr‘in blnh (rﬂr E’ﬂ.'t| Eurnp& and South .l.llriﬂ-l]".n.....u

*1656,000
Tm‘l'l'l!lil“ll.lum‘

The Guaranty Trust Company reported that it had sold cotton bills totaling
2,000 to the British Control om the basis of the official rate of 4.02-1/2.

Spot sterling in the amount of &27,000 was purchased from the Britieh Control at
the official rate of 4.03-1/2 by the following banks:

416,000 by the Bank of Mashattan (for whisky

and rubber)
11,000 by the Guaranty Trust Compeny (for rubber)
&27,000 Total

The French franc moved with sterling and clossd at .018l.

The other important currencies experienced little movement during the day.
They closed as followsi

Swiss francs 2242
Capadian dollars 21-3/4% discount
Lira «05605
Reichsmark «4000

Today's discount of 10-0/16% for the Cuban peso represented a moderate improvement
over yesterday's quotation. The Mexisan peso was unchanged at .1672.

i
|
1
}
i




C The yusn was quoted at 5-1/4¢ in Shanghai, up 3/16¢.

The Federal Beserve Bank of New York purchased 130,000 French franes for mccount
of the Hational Bank of Belglum.

There were no gold transactions consummated by us today.

The State Department forwarded to us & cable stating that the following gold
shipmenta would be made from England, all of which will be sold to the U. 5. Aosay
office at Hew Yorkl

42,246,000 shipped ty Lloyds & Natiomal Provincial Foreign Bank, London, to the
Pank of London & South America, New York.

143,000 shipped by the Chase Natlonal Bank, London, to its head office at New York.
14,000 shipped by the Weptminster Bank, London, to the Chase Hatlonal Bank,
Hew York.

§2,403,000 Total

On the report of May 29 received from the Federal Reserve Bank of New York
giving the foreign exchange positions of banks and bankers io 1is district, the total
position of all currencies was ghort the sgquivalent of $19,602,000, an increase of

$473,000 in the short position. The net changes in the positicns are as followsl

Short Fosition Short Fositlon Incroase in
Country May 22 May 29 Short Fosltion

England $ 6,388,000 $ 6,077,000 $ 311,000 (Decrease)

urope 8,508,000 £39,000

Canada 614,000 (Long) 388,000 (Decrease in
Long Positiom)

Latin America 221,000 43,000 (Decrease)

Japan 3,404,000 59,000

Other Asia 1,099,000 144,000 (Decreass)

All others 126,000 115,000 (Decreass)
$19,129,000 19,602,000 3 473,000

The Bombay gold price worked out to the equivalent of $35.86, off 40¢.

The Bombay spot silver quotation declined the equivalent of 384 to 44.47¢.

Io London, the spot and forward silver prices both declined 1/44 to 22=3/44
and 21-3/4d respectively. The U. S. equivalents, ealculated at the open market rate
for sterling, were 32.73¢.and 3l.06¢. On the basis of the official sterling-dollar
rate, the spot price was equivalent to 41.36¢.

Handy and Harman's settlement price for foreign silver was unchenged at LIRS
The Treasury's purchase price for foreign silver was also unchanged at 354,

CONFIDENTIAL
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We made two purchases of silver totaling 225,000 ounces under the Silver Purchase
ict, both of which wers new production from foreign countries, for forward delivery.

Mr. Enole has telephoned me that since May 27 the Busslan State Bank account with
the Chase Pank has declined ly $1,940,000 to $5,710,000 as of June 5. During the
same period the Amtorg account declined by $435,000 to $680,000. During the period
under roference the Federal Reserve Bank of New York peid $1,050,000 to the account
of the State Bank of Bussia, by order of the B.l.S5. One lo-payment to the State Bank
pecount was received from the Credit Sulsee of Zurich, Ty order of the Helchsbank,
for $125,000, The sccount of the State Bank was debited by $436,000 to cover commercial
letters of credit. $1,500,000 was paid out to the Union Bank of Switzerland and
§1,000,000 to the Skandinsviska Bank, Stockholm.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE June 5, 1oLg
Secretary Morgenthan

STRICTLY CONFIDENTIAL

Mr. Stome, of Secretary Hull's office, told me at 3:15 this afternoon
that a cablegram had been received from our Embasey in Rome to the effect that the
Itelian eteamehip Rex is scheduled to sall for New York on June 12 provided suffi-
clent passengers and frelght are obtalned to warrent the trip. The Italian
forelgn of fice had confirmed this report, The Americen Conmeul Generel at Genca
bad recorted that the Italian line had slready sold passengers to full capecity
of the ship, including reservations for 700 Jewlsh refugees,

Mr, Cochran

L8

.figéggf/’ ir:}




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE Jume 5, 1940
- Secretary Morgenthsu
raom  Mr. Cochran

STRICTLY CONFIDENTIAL

Mr. Encke has telephoned me that on June 4, the Chase Bank paid two checks
drawn on it by the Banco Commerciale Italiamo to the order of the Yokohams Specle
Bank for §$764,000.

0n June 5 four checks had been drawn on the Chase by the Oredito Italiano

in favor of Post and Flagg, presumably in connection with Italian Govermment bonds.
On June 4 four similar checks had been drawn totaling $2,096,000.

The Credito Italianc on June 4 withdrew $660,000 from Irving Trust in cur-
rency, mostly in five-hundred-dollar bille.




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE June 5, 1ol0

me s v STRICTLY CONFIDENTIAL

¥r, Pinsent of the Eritlsh Embaesy called on me at 3 o'clock this afterncon
ty eppointment. I gave him information on two or three matters pending between
the British and ourselves.

In regard to the handling of EBritish mccounte in this country, Finsent con-
fidentially wvolunteered that arrangements were~belng consummated whereby the Federal
Fezerve Henk of New York would be inetructed by the Eritieh Ambasesdor in Washington,
wwon word that communiestions have been cut between Englend and the United States,
that all suthorirations to slgn for the Bank of England account in New York will be
ecancelled, and that thereafter the signing power wlll be vested solely in the Britlek
A=bpssedor in Waehington end Mr, Csborme, the Bank of England officlal who is now in
Ceneda, I told Mr, Plnsent in thle conmnection that we hoped to meke an arrangement
vory shortly to take cere of an mccount with the Federal Reserve Bank of New YTork in
the name of the Britiesh Government,

I told Pinsent thet a new order would likely sppesr tonight or tomorrew result-
irg from our study of methods to control the import into and eale within the United
Ztates of securities which mey have been egeized in invaded territory. I promieed
to gend him a text of any documente ms soon as poseible, I added that further steps
night possibly come in the future to supplesent the act now under conelderation,

Pincent referred to the request made in the letter from Lord Lpthisn to the
Fresldent that the United Stetes arrange to block all German belances in thie
country, I told Pinsent that, pending a formel reply from the President, we could
not eveak suthoritatively om the subjects touched upon in the letter under reference.
In the interim, however, I could tell him that in meetinge held between representatives
of the State and Treasury Departmente the consensus of opinion hed been thet we should
not at thie time take steps to block German balances in the United States. I explained
that any such mction could not be leolated and could only be feasitle if fitted into
& general policy.

Finsent then referred to a memorandum of May 27 in which the British had asked
be Treasury to serutinize gold imports with a view to rejecting those euspected
of German origin., I told Mr, Pineent that the Treasury found such a step impracti-
cable, In the first place, the Treasury has consistently taken the positiom, in
letters to various Semators and before Congressional Committees, that it cannot
effectively distinguish gold origineting from any one forelgn country. An attempt
on our part to prohibdit purchase of gold mot coming directly from Germany, on the
grounde that it is German gold, would be guite inconsistent with the poelticn we have
Mth“tn tn‘tgn' In the second plnu" it would not be ﬂnl’.‘ltl‘nt for us to refuese
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to block German belances, and then reject German gold, I added, however, that
Finsent should mot fall to bring to our attention any information which he may
bave with respect to shipments to this country of gold which the British suspect
of having come from invaded territory. I sdded that there were few channsls
through which such gold could possibly come, and thet I understood the British
or French were already in toush with Swiss officlels with a view to checking
exports of German gold through Switzerland to ports of shipment, such as Genoca.

I showed Mr. Pynsent the cablegram which Mr, Bolton addressed to Mr. Encks
under date of May 31 in regard te the quoting of official and unofficial rates for
gterling in New Yprk.

Frf




TREASURY DEPARTMENT
INTER-OFFICE COMMUNICATIOM
DATE June 5, 1840

Secretary Morgenthau

Ke. Cochren STRICTLY CONFIDENTIAL

After a meeting held in Mr. Bell's office at 1:U45 yesterday efternoon,
nerticipated in by Messrs. Bell, White, Bernsteln and Cochran, I telephoned
Hr. Livesey nt the Department of State in regard to the draft agreement by
exchrnge of notes with Cannde which hed been submitted to us on May 22, 1g9lg,

I referred to two or three polnts in the draft note from the Cansdisn
Hinister to the Secretary of Stete. Mr. Livesey expleined that the exchange
»f notes would envisage forelgn securities even though the Cansdisn Govornment
hos not yet token them over. With respect to numbered paragrash U4, I told Mr.
Tlvesay thnt the Treasury would be a little happler if it should not be necessary
ta have any paragraph in the agreement with respect to reciprocity. I reminded
Mr. Livesey that Mr. Berle's original position had been that Cansds had no right
whntever to require American citizens temporarily resident in Cansda to
garrender thelr United States dollar belsnces and that this paragreph 4 could
be interpreted as a deviation from that positica. Mr. Livesey stated that the
iraft as it stands was the slightest type of reciprocity that the State Depart-
pent could conceive, and that the Camadian Order definitely envisaged reclprocal
nrrangements, so that something of this type was neceseary. I told Livesey
that if thls paragraph was continued in the draft, the Treasury Department
wiuld be disnosed to write a letter to the Depertment of Stmte, stating that
the Treseury hed no objectlion to the draft, on the understanding that the con-
templated arrangement with Canade would mot subseguently be interpreted by the
Department of State as in eny manner stopping the Treasury Department from
having entire freedom in imposing o applying exchange control,

I also suggested to Mr. Livesey a change in paragraph 4, line 2, to
resd "measures” instead of "leglslation®., Later in the same paragraph it was
gezoegted that words "continue to" be inserted between the words "to" snd

"erant®,
Mr, Livesey told me that he would discuss the Treasury's sugzestions

with his colleagues at the Department of State and would telephone me. He
thought there was for the present no need for a meeting between the two depart-

nente' representatives.
%




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

June 5, 1940

Secretary Morgenthau

w. oara STRICTLY CONFIDENTIAL

Mr. Leroy-Beaulieu, Financial Counseler of the French Embassy, telephonsd
ze thig afternoon from New York. He had been quite perturbed to read in this morning's
fiew Tork Times and other papers a story of the arrivel in New York of an important
ghipment of gold from France, which had come under convoy via Canada. He was
perticularly concerned because of a related report over the radioc to the effect that
Trance now has & second shipment on the ocean under convoy., Not only was the guess
as to the amount of gold arriving in New York falrly correct but thie second polnt
ig sleo in line with the fact that France does have a second big shipment now on the
water destined for Cansds and still in a dangerous positlion. Leroy-Besulleu told me
confidentially that this second shipment will be held in Ottawa under sarmark for
the present, and not be brought on to New Tork.

I told Leroy-Besulleu that the Treasury had no informetion in regard to
the ghirment now arriving in the Federal Reserve Eank at New Tork until a couple of
laye ago when the Federal Heserve was advised by the Eallway Express as to the
emected arrival of so many boxes of gold., In anewer to Leroy-Beaulieu's request,
I told him that the Treasury would do anything within ite power to prevent publicity
on gold shipments and to play down such news as may appear in regard thereto. I
explained further thet we had already done much imvestigating in the premises, and
had found that neither the Federal Heserve Eank nor Customs people were glving out
the news but rather that mewspaper reporters who watch the docks, express offices
and arrival of trucks at the Federal Heserve Benk have a way of making their own
caleulations and drawing deductions.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE June 5, 19]4,‘:,
Secretary Morgenthma

e STRICTLY CONFIDENTIAL

In talking with Mr. Encke by telephone yesterday evening, I asked
what action had been taken by the Federel Heserve Bank of New York in regard to
the requeet from the Curacacsche Bank im the Dutch West Indies for gold earmerking
feoilities. Knoke replied that a cable was belng dispatched yesterday evening
to the Curmcacsche Bank to the effect that ites reguest was belng sulmitted to
the Zoard of Dyrectore of the New York Federal Feserve Bank. The cable aleo
repuseted certein information in regard to the lnstitution at Curncac which had
been called for in a letter dated Moy 14, It is my understanding that on May 14
the Federal Heserve Eank sent a letter to & mumber of smell banks, such ae the
one under reference, which might concelivably be coneldered ms, or assume the role
of , central banke, requesting information which would enable the Federal to pass
upon thelr gualifications if the guestion of dolng business with them should arise.

o
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INTER-OFFICE COMMUNICATION

oaTe  June 5, 19%0.

Secretary Morgenthau

e STRICTLY CONFIDENTIAL

Mr. Ersll Earris told me this morning that the American steamship
Washington is due in Bordeaux tomorrow morning. The present plane are for the
ghip to take on American refugees at Bordeaux and then proceed to Genoa pro-
vided that there ls no change in the stetus of Italy by the time the ship ie
reedy to clear from Bordeaux., After calling at Genoa, the plan would be for
the Wnshington to proceed to Lisbon, for emberkstion of pessengers and then
clesr directly for New York,

With thie information I telephoned Mr. Yoet in the Divielon of Munitions
Control in the Department of State to learn whether there would be any objection
to the Weshington teking on gold cargo at Genoca and Lisbon, provided that these
two countriee contimue to be non-belligerents and not in the combat zone on the
dates on which the ship calls at the ports in gquestion. Upon Mr. Yost's
resoronce that there would be no objection in such clreumstemces, I telephoned
the foregolng informetion to Dr. Sommery, the Swise banker. He was much
intercosted in this information, and sald that he would telephome at once to the
Fatlonel Hank of Switzerland to accuaint them with the tentatiwve schedule, so
that consideration could be given to the idea of getting out a Swises gold ship=-
ment via Genca, I relterated to Dr. Sommary that the whole schedule depended
entirely upon war develomments.

Mr. Leroy-Beaulieu telephoned me from Wew York at 11 s.m. I mentioned
the tentetive schedule of the Washington to him with the realization that France
would not risk sending eny gold out through Italy at present. Leroy-Feaulleu
smpregliated the information thinking thie might be a good cpportunity to get
confidentisl French mail dispatched via Lisbon to the United States,




June 5, 1940

I talked to the President at 4:15 o'clook
and the Fresldent told me that he had talked to Paul
Reynaud on the telephone, and that Paul Reynaud had
told him that for every one of the French planes shot
down they shot down three or four German planes.
That what they moet needed were machine guns. That
they could send 8 planee on the Normandie., The President
alec asked me what Purvie was doing on jJitney planes.

The Preeident told me that Paul Reynaud sald
if they could get 200 more planes right away they
could have supremacy of the alr.




Hotes on Conference
at the Secretary's House
6:40 P.M., June 5, 1940,

Those nresent, the British Ambassador, the Prench Ambassador,
the Eritish Air Attache, Colonel Jecquin, Secretary Morgenthsu,
Admirel Towers, Admirel Stark, Mr. Sumner Welles, Mr. Purvis,

Mr. Hloch L'Aine, Mr, Nelson, and Mr. Youngzs.

Tha groun waited a few mimutes until the arrival of Admiral
Stark before the purpose of the meetins was discussed, The
Secretary asked Admiral Stark as to whether he would cutline the
repson for the meeting,. Admiral Stark replied that he would
rather have the Secretery do it.

Secretary Horgenthan stated that Admiral Stark and Admiral
Towere had had & conference during the morning and sgreed thet
the lavy could relemse 50 dive bombers of the SEC=4 type made by
Curties. These bombers had been ordered for reserve purposes by
the Yavy and it wes for that remson that the release could be
effected. The Fresident was fully acquainted with the situation
and epproved the transaction if it could be worked out with the
mamifacturer,

The Secretery inguired as to whether some method of trans-
porteation could be found to telke those nlanes to France and sug-
gested thet perhaps an aircraft cerrier could be sent over to
Halifax, Admiral Stark stated that Admiral Towers wms to contact
ths manufacturer and acqumint him with these plens for releasing
the vlanes, Admirsl Towers replied that he had not yet been able
to do that btut expected to have it worked out in the oorning.

The Secratary asked Admiral Stark if ordere could be issued
to the menufecturer immediately so that preparations could be
started for flying the planes to Halifax, Admiral Stark azrsed
to issue preparatory orders which would warn the mamfacturer of
what was cominz so that the planes could be made ready for shipment.

Mr. Yelles inquired as to whether the planes could be flown
to Caneda by the manufacturer's pllote in order to eave time, He
edded that there might be coneidersble delay if British or Canadlan
rilots had to come mll the way down to get the planes end then fly
then back, Admiral Stark saw no difficulty with such & procedure.

Mr, Purvis steted that an pircraft carrier was already at
Halifax., Colonel Jecouin mdded that it was the "Bearn® and that
it had been there since two days, Secretary Morgenthau sald,
"The whatl®, and Mr. Purvis replied the "B-e-a-r-n". The Secretary




inquired if it were Britlsh, and Colonel Jacquin said "No", it was

a French alr earrler. Mr. Eloch L'Aine added thet we told youn she
vas coming in, and the Secretary, startled, replied that he dia

not think so. To which Mr. BEloch L'Aine's comeback was that per-
hros the Secretnry had told him sbout it. Mr. Toung sald that

Mr. Bloch L'Aine had told us the "Besrn" was coming in on May 27th,
tut thet sctunlly it had not appearcd on that date and nothing

hed been eaid ebout it since; a statement with which Mr. Bloch L'Aine
rgreed,

Secretary Morgenthau psked Colonel Jacquin how many nlenss the
cerrler could take, Colonel Jacouin stated that 40 Curtiss P-36'g
vere nlready londed and that he was goins to put on board 40 second-
hand Stinscons thet he had purchaged. The Secretary asked if he had
roon for the dive bombers, and Colonel Jacquin replied that there
would be lets of room for the dive bombers as the Stinsons could
walt as they were not imnortant.

Tha Seeretery asked Mr, Nelson if he hed forgotten anything,
nnd Mr, Nelson sald what about the spare engines and spare parts,
The Zecretery inquired from Admiral Towers me to the status of the
mare engines and the Admiral assured him that they could be for-
vnrded by eaxpress. Mr. Purvie made it very clear that the Purchas-
ing FBoard would pay all expenses, handling charges, etc., in order
to gat the stuff,

Hr, Purvis inguired about the pccessories which should go with
the nlanes, such me bombe, bombracks, bombsights, etc., adding that,
of course, the Navy would be glad to release their bombeight! Admiral
Towers sald thet the accessories went with the nlsnes, of course, ax-
cent the new bombeight and added that, fortunately, the enzines were
mnde by the same menufacturer theat made the planes, so that there
should be no difficulty. He added that he thought the French could
use their owvn bombs and bombrecks with minor adjustment, and asked
Colonel Jnconin what size bombs the French used., Colonel Jacquin
repliad 500 kg, (7). Admiral Towers said he thought so and that the
bombrecks could be ensily made to fit the French bombers.

The Secretery asked Colonel Jecquin as to wvhat accessories he
considered of vital necessity end should be included with the planes.
Colonel Jmequin revlied that all of them were necessary or the plane
was no good, Whereunon, Admiral Towers sald "excent the bombelight";
you counld use & niece of hollow bamboo for that ms long as 1t lined
uws with the pilot, the plane, and the objective, Colonel Jacquin
smiled but admitted that the old bombsights would be satisfactory.

The Secretery inguired from Admiral Stark as to whether or not
the accepsoriss were nort of the T\lm and included with it. The




Admiral replied that they certainly should be part of the plane

and that he would check with Admiral Towers in the morning to see
Just what accessories were imcluded. Admiral Towere stated that
ench plane carried two guns, one 1l0CO-pound bomb, and two 100-pound
bombs., Mr. Purvis asked as to the size of the guns, snd Admiral
Towers replied that ome was .50 calibre and the other .30 calibre.
The Secretary emphasized the fact that Admiral Stark would see about
the accessories, and the Admiral assured him that he would,

The Secretary asked Mr. Young to see that Admiral Stark got a
copy of the opinion of the Solicitor Gemeral, with its mccompanying
memorandum, concerning sale or exchange of eurplus war materisl ths
first thing in thes morning,

In discussing possible arrangements for the manufacturer, the
Secretery stated that Guy Vemghn would be in town the following
morning and that it might be a good idea if Mr, Purvis walted over
in order to talk with him about the deteils. Mr. Purvis eaid that
he would be glad to do it.

The conference adjourned after some general discussion between
varicue parsons present as to how the planes were to be delivered
to the British, who weas to fly them, where they were to be flown.
In that connection, both Colonel Jacquin end Mr, Bloch L'Aine talked
with Hr. Welles at different times to make sure that the State Demart-
sent would take care of any border difficulties that there might be,

The meeting broke un at 7:28 P.M.

aoolooo




Dear Muiral Starks

I em sending you herewith, for your confidemtial wuse,
statistlcal data on alrplanes and alrplane engines shewing
(1) deliveriss and nev orders, May 1 % June 1, 19540, aad
(2) unfilled orders as of June 1, 19%0, together with the
estimated deliveries of these orders W months., The tadles
are assemlbled in two vwlumes == Fart 1, vhich brings togeider
the dets submitted on alrplanes; and Part 2, vhich brings
together the date submitted on alrplane ongines. These data
have been sompiled froa reports sulmitted by twenty-six
airplans and twelve alrplane sagins mamufacturers.

Sineerely,
‘W}zmﬁ_

Aduiral Nareld R, Stark,
Chiaf of Maval Operations,

Eavy Department,
¥Yashingbon, 0. 0,




Dear Oensral Marshallil

statistiocal data oa airplanes

1

iigm'ﬂ-ludhl.

sstinated deliveries of

are assssbled in twe wvolumss = Fartd 1, which brings

the data submitted on airplenes| sad Part 2, vhich briags
together the data submitted om airplane eagines. Thess data
have been cempiled from reperis sabmitted Wy
dﬂlu-lmﬂdrpl-m-d

Sinoaraly,

(Signed) b aucgeashay, Jr.




THE WHITE HOUSE
WASHINGTON

June 6, 1940

LELCRANDUM FOR THE SECRETARY OF THE THZASURT:

I enclose for your information coples of
memornnda I have Just sent to the Secretary of
War and the Secretary of the Havy lnstructing
them to eclear all contracts for purchases
through Commissicner Enudsen.

This will relleve you of the responsibility
of clearing contracts for alr craft and enzines,
as required in my memorandum of LUay 24, 154J.










THE WHITE HOUSE
WASHINGTON

June 5, 1940

MEVORAYDUM FOH THE SECRETARY OF THE TREASURY:

I enclose for your information coples of
memoranda I have just sent to the Secretary of
War and the Secretary of the Yavy instructing
them to clear sll contracts for purchases
through Commissicner Enudsen.

This will relieve you of the responsibility
of clearing-contracts for alr craft end engines,
as required in =y memorandum of Uay 24, 1543,

o it log,
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A serious situation has arisen in
connection with the Empire Training Programme
on which Canada has already spent over one hundred
million dollars, due to the events of the last two
weeks which have resulted in England cutting off
supplies to Canada of advanced trainers on which
supplies the programme depended to an important dsgree.
The Canadian Government understands the U.S5. Government
has a large number of Nerth American Harvard Advanced
Trainers on order and the Homourable C.D. Howe,
Minister of Gupplies, has asked whether it will be
possible that priorities be granted for deliveries

during the next two or three months on some 500 planes.

In addition, in order to meet the engine
requirements for the planes which will now have to be
partly built in Canada, Mr. Howe has negotiated
(subject to U.S. Administration approval) a contract
with the Jacobs Company for delivery of 2,000 engines
(330 h.p.) prier to the end of December 1941 (312 will

be delivered by end of December 1940). While this

far from meets the Canadian Government's requirements

as regards deliverles, nevertheless there was no better
alternative éfrarad. At the request of the U.S.
Administration, this order has been held up during the
last week or ten days in view of the desire to visualize

the whole aeroplane aﬁgina Eltu&?iﬂﬁ.

Because of the urgency of the Empire Training
Scheme in its relation to the supply of combat pilots,
it is requested that the Canadian Government be allowed

to go ahead either with the Jacobs order or with an




orcer for some equivalent type of engine which will
fit into the aireraft frames (the latter point is

made because Dr. Meade felt there might be an

alternative that could be worked out for small Wright

or Pratt & Whitney ennines}. fégfﬁ/i;;

Wiashington, D.C.

June 6, 1940.
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