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The following is a copy of the President' s penciled note: 

"H· .M· , J r . 

To talk with Will Alexander of Fed . Alcoh . to repeal 

Sec . 5 for separate agency on Authority . 

Keep in Treasury. 

No appointments by me . 

F. D. R." 

Sent to Secretary , Treasury , l/18/37. 
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TREASURY DEPARTMENT 

THE ADMIHISTRATIII£ ASSISTANT TO THE SECRETARY 

ASHINGTON 

I J uly 2 ' 1937. 

Ur . For11 ter: 

l.!r. !!el!l..111olu 41 rec ted the at tl\ched 

be ocnt you for your f1leo . 
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TELEGRAM 

y 
Tbe President: 

I .. in receipt ot the following communication tram 

the state Department: • In view ot the decision ot the 

Govern.ent ot the United States to reexamine oerta1n ot its 

tinanoial aDd commercial relationships with Kexioo, the 

Treasury will deter continuation ot the monthly silver 

purchase arrangements with Kexioo until turther notioe•. 

Upon receipt ot this request Ur Sumner Welles and I 

had a lengthy conference with Senator Pittman. Senator 

" Pittman adTised us that he telt that it would come within 

the spirit ot the silver purchase act tor the Treasury 

to notify the Mexioan Government that until further notice 

we will suspend our a1lnr purchase arrangement with them. 

Senator Pit tman turther stated that he felt it waa in the 

interes t ot our foreign pol1oy that this atep be taken. 

We propoee to oomplJ' with the request ot the state Department 

unless JOU adTiae ua to the oontrary. 

B8l117 llorgenthau ;rr. 
If~ I DIOLAIBiriiD 

87 AaUiora:r or ____ _ 

44. Ito r 
s:r&f,Cnate Cf:t-bY 

21&HI. 

L-------~----------------------------------~~1 
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t:;j ME!AORANDUM FOR 

August 16, 1938 . 

TliE ACTING SECRETARY OF THE Titi:.ASURY 
/1.1 

Dear Ross : 

I enclose a confidential l etter 

~ust received from Bullitt . ~ hope much, 

and ~ kno~ Worgenthau agrees , t hat we 

should do everything possibl e . 

Will you push this wiLh State 

Department and Agric:uJ.turo and , if 

necessary 1 R. F. t. . , Commodi tll Credit 

and t.xport-.J..mport Bank and l et me know 

as soon ns possible? 

R 
..,,."'oz,; 

F. D. • .,. ?~1 ,... , 
Letter froa William _C Bullitt, Pari s , 8/8/38 

(Personal an~trictly confidential) in r e 

financial resources of China . 

/ .f"O 
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DII)IWIJMil 101\ 

!U A.01'INO UOJI£V.Jir Of' !B fftUIUJIIr 

DMJo Ro .. r-

I enolo1e a oontl&en'lal 1•''-r 

Ju' 1"808l'N4 ~ 811l.l.ln. I ~~ope ..-, 

u4 I ~~now Mo ,.,.111a. acre••· _, " 
lbnl4 do SYSJ'1tblnl po .. Ms. 
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Dep&I'U.n, Ul4 Aplnl tve aa4, lt 

aeoe1eu7, "· r. o., eo nlll~ er.41' 

an4 CllipoA-l.llpcn'' lank an4 let • know 
0 

al 100D &I po1dllle' c-"·-t"1')N 
,.,~, .1, o3-\ 
u -osC~ .... 

r • D. 1\. 

Letter dated Augus t 8th in re loane t o 

Oh1na. 



TREASURY DEPARTM ENT 

WASH INGTON 

August 18, 1956 

Dear Kr . Preeidento 

On receipt of your memorandum of August lG, 1936 enolosin& 
Ambassador Bullitt• s confidential letter to you on the proposed 
grey- goods and flour credit to Chins, I discussed the matter 
with Mr . Wayne Taylor, who has been keeping in touch with this 
situation. In acoordanoe with your instructions, !.lr. Taylor 
called on Secretary Hull this morning. Secr etary Hull will 
explore the question further with members of his Department and 
with the Chinese Ambassador and will inform us of the Department's 
attit ude as soon as possible. Mr. Taylor haa already discussed 
various aspects of the situation with Secretary Wal lace , and will 
speak to him further after we hear from Secretary Bull. 

Our l ast information on Secretary Uor genthau's position was 
contained in a message which we transmitted to Secretary Wallace 
on August 6, 1938, and ·Nhich he ahowed you at Cabinet meeting, 
Au&ust 12t h. The full text of thia message follo~s: 

"Am not familiar with details of proposed loan 
to China. Before I loft \Tuhington you and I were 
-iting to he&r from Hull. You know I favor making 
flour and cotton grey goods l oan to Chins. !f aft.er 
President ' s return Treasury is the only stumbling 
blook to Chinese loan will contnot Taylor and a sk 
bin to atate his objeations. For your very confidential 
information, have invited K. P. Chen to come to 
17ashington to discuss Chinese financial outlook early 
in September." 

Incidentall y, as I mentioned on Friday l ast at Cabinet meet­
ing, we have received 1'10rd that K. P . Chen is unable to accept 
Secretary lo!orgonthau 's invitation and that his substitute has not 
aa yet been determined. Thie information has been transmitted to 
Secretary Korgonthau and we are awaiting further instructions from 
him as to his preference in the ... tter of a substitute . 

Faithfully, 

L ... ~.l.L , .. 
Acting Ssorotary of the Troaeury 

Tho President, 

The 11hi te House . 
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THE SECRETARY OF THE TREASURY 

W,O. S H I NOTON 

December 18 , 1940 

Dea.r Steve : 

I am inclos ing her ewith a 
me morandum wi t h ~ccompanyi ng charts 
fro m which you will note t hat em­
ployment in t h e aviati on 'llanufe.cturing 
industry has multiplied more t han four 
times in the last twenty months and 
has doubled in t he last nine ' months . 

These figures were s o inter­
esting to me t hat I thought maybe you 
or t he Pr esident mi ght like to make 
them public. 

Yours sincerely, 

~ ·n~ . r 
./ " , o./.1-" ... ..... 

I< 2 7 ., tJJ 
Hon . Stephen Early, 
Secretary t o t he President, 
The White House . 
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TREASURY DEPARTMENT 

INTIEIII·OFI"'CIE COMMUNICATI ON COJII WEN f btL 

oAn Deoember 12, 1940 

TO 

l'ltOM llro 

1. J:mplor-nt in the &T1ation ll&n\ltaotur1ng induetl')' hae 
~ltiplied .ore than tour t i .. l in the laet t went7 ~ntbe 
and baa doubled in the laet nine 110ntbe. In NoTember 1940, 
11anutaoturere ot a1rplanee e~~~pl071d approxi111tel1 120,700 
faotol')' workere and manutaoturere ot airplane engine • 
approxl .. telT 34,300 taotol')' workers, & total ot approx­
iaatel)' 155,000 tor the entire i nduetl')'. Included in tbeee 
tiguree are the e~~plo1••• ot aanutaoturere of parte tor 
~rplallll and airplane enginea. 

2. J'or the induatrT aa a Whole e~~plo)'lllnt rose b)' approx­
~tel1 7,100 t aotory workers in NOTember. Tbe largeet 
inoreaee in e~~plo;raent - approx1~~atelT 2,150 faotol')' 
worker• -- ooourred at the Lookheed Aircraft Corporation, 
Conaolidated .t.l roratt Corporation added 1,300 taotol')' 
worker• to its rolla during the ~nth, ra1s1ng ite total 
e~~~plo)'aent t o 12,355. In Januarr ot th1s 11ar Consolidated 
elllplo7ed onl7 2,837 faotorr workere. 

3. '!'be 1noreaee in e~~plo:r-nt ~ring NOTe11ber waa not 
experienced b)' all plante in the industl')', howeTer, there 
being illportant deoreaaes at two of the large plants. At 
the United .t.lroratt Corporation e111pl0711ent deoreaaed b7 
dO<> during the 110ntb. At the Boeing Aircraft plant in 
Seattle there wae a deoreaae of 1,040 taotol')' worltera. 
Boeing reported that th1e deoreaae in e~~~ployment waa due 
to 'between oontraots and lack of materials'. 

~. !'wo obarte are attaobld to th11 aemorancbul, Tbe f1ret 
lbowe t otal e~~plo:r-nt in the induatl')' and the e~~~plOJ118nt 
ot leleot ed oo111panies einoe Januarr 1937. fhe attaobld 
table• g1Te tbl flguree plotted on the ohart. The eeoond 
ohart preeente total emplo)'ment in the induatrr b7 
geogra~o area• tor Deoe11ber 1938, Deoe11ber 1939, and 
IOTIIIber 1940. 



z.plo,..nt ln AYlatlon Manutaoturlng Indu1tr7 
(Alrplanu and Airplane J:nglnll) 

1937-1940 
. • 

• • 1937 193~ 1939 
: 

Alrplanu 
Januar.r 22,100 23,700 25,251 
February 

2~,100 2~,200 Maroh 27.~75 
April 
Ma:r 
June 
Jul:r 

25,200 22,800 35.973 

Augu1t 
llptember 
October 

23.~ 22,050 41,~5 

NOYember 
Deceeer 23,800 2~.~0 52,800 

Airplane l:nglne• 
Januar:r 5,500 6,500 6,9~9 
February 

6,000 Maroh 6,&00 7.~25 
Apr11 
Ka.Y 
June 6,600 
Jul:r 

6,900 ~.727 

Augu1t 
September 
OOtcber 

6,~ 6,772 9,2~9 

NoYe~r 
Dloelllber 6,600 6,~7 12,&00 

Total Inl!uat!:l -- Airplane• and Airplane Engine• 
Janua.r:r 27,600 30,200 
Flbruary 
Karoh JO,lOO 30,800 
April 
Ka.Y 
June 
Julr 

31,800 29,700 

Augu1t 
September 29.~00 28,~22 
October 
KOYeaber 
Deoeaber J0, 4oo Jl,297 

bffioe of £bi 8ioretar,r of ~ Treaeur:r, 
D1Yl1lon of Re1earoh &JI4 ftatl1tlo1. 

32, 24o 

35.700 

44,700 

50,714 

&5,1KX> 

: 
194o 

• • 

5!,000 
00,500 
b~,500 
&7, 000 
73,000 
&>,000 
90,000 
97.~ 

105,302 
115,2~1 
120,650 

13,900 
11,~00 
1 ·~ 18, 0 
20,800 
22,~ 
21, 2 ,019 
2~,9~1 
32,b3l 
34,31 

71,900 
76,300 
!1,800 
~5.6oo 
93,800 
102,~ 
11~, 
12 ,467 
ll4,3~a 
1 ~·~z 15 ,9 4 



E~~ploy.ent ot &eleoted A1roratt Manutaoturing Oorporat1one 

1937-1940 

1937 193~ 1939 1940 

Bell Alroratt Oorl!• 
Januarr 615 222 654 

fY Februar;y 
llaroh 450 290 912 
Apr11 
Ita¥ 

440 1,410 
~73 

June 80~ 1,192 
Jul.T 1,430 
Auguet 1,,63 
September 718 235 703 2, 13 
Ootober 3.~5 
NOYember 3. 9 
Deoember 213 6o6 799 

Boeing Airoratt Oo. - Seattle 
Janua.ry 1,~34 1,493 2,3~0 ~:M~ February 

1,726 2,749 Maroh 1, 700 4, 759 
April lj. ,19~ 

KaT 5,190 
June 1,249 1,736 2,989 5.8~2 
July &,5n 
August &,926 
September 1,109 1,79~ 3.9~5 &,940 
Ootober b,391 
November 5.351 
Deoe•ber 1,380 2,285 4,749 

Ooneolidatad A1roratt Oorp. 

January 3,169 2,540 968 2,837 
Februacy 

3,2% 
3,11-77 

Karch 2,518 819 ~,807 
April ,349 
MaT 2,lo4 

5,040 
June 3,099 832 5,821 
J ul:r &,743 
August 

2,617 1,408 
7,836 

September 989 9,289 
Ootober 11,018 
NoYBmber 12,355 
Deoember 2,580 981 2,540 



J:mploraent of Seleoted Airoratt llanutactur1ng Corporation• 

1937-1940 
( cont1.~ued) 

• : • 
1937 1938 1939 194<> 

: 
Ourt1ee-Wr1et Coro. - Burfalo 

Januai"J' 1,2~1 2,211 3,802 4,380 
Februai"J' 

2,347 
4, 744 

Maroh 1, 500 2,939 5,016 
April 5,213 
Ku 5,698 
June 1 , 933 2,310 2,848 6,314 
Jul7 6,531 
August 

1,562 
6,594 

&epteaber 2,202 2,736 6,82 
October 7,682 
NOYeaber 7,889 
December 2,007 3,491 3,447 

Dou~ae Aircraft Co. 1 Inc. 

J&n\1&1"7 5. 591 6,328 4,33~ 11,952 
J'ebruarr 12, 077 
March 5,961 6,173 4,177 1~, 119 
Apr1l 

i4:~§g Ku 
5,445 June 6,653 4,672 1~.957 

Jul7 14,662 
Augue t 1~,898 
~teaber 5. 532 4,028 6,318 14,219 
0 ober 1~,158 
HOY ember 14,787 
December 6,771 4,110 10,362 

Lockheed Aircraft Coro. 

Januarr 910 1,577 2,305 4·157 Februarr , 7o8 
March 1,094 1,594 3,509 4,~2 Apr1l 4, 0 
11&7 5,016 
June 1,338 1, 797 5,699 5.591 Jul7 6,599 Auguet 7,296 
September 1,383 1,997 5,324 7,582 October 8,517 MOYeaber 10,675 
Decellber 1,428 2,123 5,156 



t1101oyment or Selected Aircraft Manufacturing Corpora tiona 
1937-19~0 

(continued) 

1937 l931t 1939 19~ 

Glenn L. Martin Co. 
January 1.36~ 1 , 11!14 2,905 10, ~~ February 9. 7 
Maroh 1.716 l, •92 ~.092 9.133 April 9.010 
May 

2,044 2,13~ 
9·357 June 6,029 9.133 

July 9.513 
Auguat 

2 .3~1 
11,200 

September 2,032 10, 070 l O,Olt 
Ootober 11,41 
NoYember 12.950 
December 1,•1• 2 , 777 11 . 17~ 

North Aaerioan AY1ation 1 Inc. 

January • 29 1,713 2,223 ~.o4t 
February 

2, 457 
~.32 

March ••9 1 . 935 ~.15~ 
Apr il ~.371 
May 

.. ~1 2,400 
~.336 

June 3.125 ~.7 .. 2 
July ~.91• 
.Auguat 

2, 6•5 
4.916 

September 1,272 2.992 5.111 
October ~··2 .. 
HoYeaber 

566 
,054 

December 2.530 3.795 

United Aircraft eop. 
(excluding PrattWhitney ) 

January 2.350 2,245 1,•26 2.757 
February 

2,444 2 ,16• 1.766 3·~1 March 3. • 
Apr il 3· 735 
May 

2,497 
~·912 

June 1,972 1,952 ,2 .. 2 
July 4,.'!2t 
.Auguat 5,01 
September 2,439 l,ff1f0 2,123 ~·445 October ,010 
HoYember 

1,774 
5.251 

December 2,3).11 2,51t1f 



Emp1o7aent ot le1eoted A1roraft Manutaotur1ng Corporation• 
1937-1~ 

(oont1nue4) 

f : 
1937 193~ : 1939 • 1~ • • • • 

Vult•• A1roratt1 Ino. 
Januar7 J64 742 
rebruarr 

44o 
9J~ 

Karoh 959 
April 1,00~ 
Ka7 1,334 
June 56o 5JJ 2,127 
Jul7 2,6ld 
Ausu•t 

4JO 
2,~57 

8epteeer 288 '·m Ootober 3. 
N~11111ber J,7 9 
Deoeaber 334 662 



El!lploJ111ent ot Seleoted Airplane Engine Corporation• 

1937-194o 

1937 . 1938 1939 194o • 

Allison E~ineering Oo. 

Januar)' 218 262 454 1,114 
February 1,261 
}!arcb 229 297 466 1, 610 
April 1 ,9~ 
•:ay 2, 7 6 
June 238 339 558 3. 254 
July 4· 917 
August 642 

, 595 
September 238 }82 ~,282 
October , 280 
Noveober 6,295 
December 266 439 901 

ContinentAl Hotors Oo~. 
(Airplane Engine Div\iion) 

January 151 153 134 288 
February 344 
I! arch 153 152 138 3~8 
A~ril 3 8 
!~ay 162 144 

378 
June 171 388 
July 398 
August 146 

382 
Sep tember 135 203 567 
Oct ober 732 
t:ovecber 855 
Deceober 152 142 24} 

L;rcorn1ns Division ot Aviation J.lanutaoturi~ 00!:;2 . 

January 849 729 519 ~81 
February 704 

38 
!:arch 889 521 657 
April 711 
l·:ay 

549 
765 

June 901 573 819 
July 873 
Aur,:ue t 

756 514 644 
970 

Septer~ber 
1, 080 

October 1, 459 
Kovenbor 506 

1, 320 
Deceober 762 689 



E~~ploymen t ot Selected Airplane Engine Corporations 

l937-l94o 
(oontinued) 

1937 193~ 1939 l94o 

Pratt ct Whitnez Aircraft 

Januar:r 1,931 2,567 2,2611- g'611-2 
Februar:r 

2,11-~9 2,659 
I 51!-9 

Karch 2,119 7·la .. 
April 7. 5 l 
Ma:r 

2, 31fll- 3,066 
7.76a 

June 2,555 <1!,50 
Jul;r 9 . 121 
August 

2 ,11-71 2,311111- 3, 3911- § :~ September 
Ootober 9 . 791j. 
November 10, 377 
December 2, 61.-r 2,227 5 , 022 

Wright Aeronautical Co!:J2. 
January 2,2511- 2, 607 3.39111 s,411 
Februar:r 6, OP!l 
Karch 2, 515 2,705 3.771 6 , 534 
Aor1l 6 ,9!1! 
May 7.~1112 
June 2 ,11100 2 , 930 3.997 1'1,611(2 
July 9.491 
Aueuat 

2,690 3 ,111(4 4,026 
10,151 

September 10,726 
October 11,24o 
November 11,950 
December 2,60.<1! 3.374 5,141 
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• y SECRETAF\V OF' THE T REAS URY 

., ~ I) WA$HINOTON 

~;I 
ME1l0Rru~Dm~ FOR THE PRESIDENT 

Subject: 
- ---

Set tlement of our negotiations with 
China on our Army expenditures. 

I. I am happy to report that our negotiations with China 
on our Army expenditures in China have at last been 
successful ly termina ted. The War and State Departments 
in consultation wi. th the Treasury first handl ed these 
ne~otiations which began ~ year but which Secretary 
St1mson asked me to take over on June 26 . I finally 
got Dr. Kung to agree to the offer I made him on 
October 6 of $185 million, in addition to the $25 
mil l ion already paid, in liquidation of our yuan obli­
gations for U. S. Army expenditures in Chi na. This 
offer of October 6 was substantially that we made to 
Dr. Kung at Bretton Woods on July 16 as reported in 
my appended cable to you of July 17, except that we 
added $25 million to induce the Chinese to settle, 
as the American repre sentatives at Bretton Woods had 
agreed among themselves we should do, should it turn 
out t o be necessary. 

II. The text of the agreement is as follows : 

(1) The War Devartment shai l transfer to the account 
of the Natlonal Government of China or the 
account of such agency of the National Govern­
ment of China as the National Government of China 
desi~nates a sum of One Hundred and Eighty-five 
mil l1on U. S. dollars (US$185 mil lion) , in addi­
t ion to the Twenty-five million U. S. dollars 
(US$25 million) already transferred, making a 
total of Two Hundred and Ten million U. S. dol­
lars (US$210 million) , in settlement of al l U. S. 
Army obli gations incurred up to September 30, 
1944. 

(2) This settlement doe s not include t he yuan expended 
by the Government of the Republic of China for 

./ 7 ... 



III. 
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board and lodging of 1merican armed forcet in 
Chiu. Thh sum will be credited to the National 
Govel'llDIInt of China aa reciprocal aid under 
Article VI of the Mutual .Ud .lgree1111nt of June 2, 
1942 at the request of the National Govern~~~~nt of 
China. 

(3) 1a stated in paragraph (1) above, this settlement 
liquidates all our obligatioilll for u. s. l.rtAy 
expenditures in China up to September 30, 1944 
(with the exc•v!ion of paragraph (2) above) , with 
the underatand thet aa the appended minutia of 
conversations at Bretton Woods on July 16, 1944 
and in \laahington on November 25, 1944 indicate 
this settle1111nt ia without pre judice to the 
Chineae contention that the coat of the Chengtu 
airfields ia not included in tbB amounts referred 
to in paragraph (1) but should be treated as an 
item of reciprocal aid under Article VI of the 
lfutual .Ud .lgreem111t of June 2, 1942. 

We have alw8.1J •ad• it clear that our offer haa inoluded 
tbB cost of the Chengtu airfields, our oollllll.i tllllnt for 
whl,ch we have invariably aolmowledged. The second pare.­
graph of pe.ge 1 of Dr. KunR'a letter to you of November 16, 
1944, is thus e.n error on this issue. Our offer waa in 
fact baaed on the figures 1upplied us by the ir~, which 
it insists, include the coat of these airfields. But 
Dr. Klmg stood out for a higher figure by conaiatently 
re!ua~ to accept our position with respect to Chengtu. 
He baae<l hie case on your cable to the Generaliaeiao 
which waa tranw tted to hia on January 28. Our inter­
pretation of this cable gives Dr. Kung no ground for 
any additional deaand except !or p&fl8nt for board and 
lo~ing of barioan troopa in China - totalli~ about 
3 billion yuan. We han atated our willillgDIU to pa{ 
for t his item in u. S. dollars but the Chineae indica ed 
their preference for treating it as rever se lend-lease . 
They feel tlB t the political adve.nte.ge of lBving thia 
item on the reverse lend- lease eide of the ledaer out­
weighe the gain fro• tbt dollars they would ot!ierwiae 
obtain. General Clay and I expressed our appreciation 
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of the poaition the Chinese have taken on thia matter 
at Bretton Woods, and it ia no longer a point at iasue. 

In order to facilitate settlement we informed Dr. Kung 
at Bretton. Wooda - and I repeated it on Saturday - that 
we have no objection to hia putting in a claim for the 
coat of the Cbengtu airfielda on reverae lend-lease, 
uking it clear, however, that we regarded the l1111p 
aua 1ettlemant we were offering aa a final settlement 
of our outstanding obligations. Such claim aa the 
Chinese would ohooae to make for credit to Reverse 
Lend-Lease would presumably be based on a re-examination 
of the figures bringing additional information to light 
showing, or purportiDg to show, that p'art or all of the ' 
coat of the Chengtu airfields had not been included in 
the fig1.1'es submitted to ua b;r the .irmy. 

There are, in fact, aome dbcrepanciea between our J.rmy 
figures and the Chine ae figures. These are not aub­
stantial enough to have justified any revision in our 
offer. We asked the Army to check on the Chinese 
figures. Thef report back that they stick to their 
OW!l figurea, 1ncludiDg their fil<:ures on the coat of 
the Chengtll airfield•, adding tliat there is no satis­
factory way of chec~ on tile Chinese figures, as 
the Chinese han failea to fulfill their agreement 
to eut.it itemised lista of their expenditures far 
the .irmy'a account. 



( . TELEGhA. TO Tit: PRJ:.SIDIM 

(1) We held lengthy aisoussions Sunday with Dr . Kung in 

an endeavor to reach agreement regarding payment for e~neuditures 

in China by and on behalf of U. S. Army. State was represented 

by Vincent , Chief of Division of Chinese Affairs, who acooopanied 

Wallace on his recent trip to China, end Luthringer of the 

Financial A.fi'airs Division, and War was represented by lo!.aj or 

General Clay, Director of Material&, Army Service Forces, and 

Major General Carter, Fiscal Director. 

(2) Clay offered cash settlement of US$125 million 

(25 million of which has already b~en paid ) for five -month 

period February-June covering outlay f or that period of ap­

proximately 12-1/2 billion yuan. Clay also offered to pay 

for maintenance and housing construction costs of U.S. troops 

but Kung stated that Chinese Government r.ould prefer to bear 

this cost because U. s. troops were "guests" in China . 

(3) The fi ure of US$25 million a month for 5 months 

(total $125 million) is based upon your telegram of January 26 

to Generalissimo Chiang in vdlioh you stated that "our Army 

expenditlll'es in China during the next few months can be ex­

pected to be somewhere in the nei6hborhood of 25 million U. s. 

dollars each month . " .lithout reference to the artificial 

rate of 20 to 1 and without endeavor to suggest a realistic 

rate of exchange , Clay argued that US$125 million had a close 
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relatio!l to ,-;he. t it would he.ve cost our Army in the United 

States to obtain services end construction si mi l ar t o t hose 

obte.ine d in Chine.. 

{ 4) Disagreement arose over whet her the figur e of US$25 

mill ion e. month mentioned by you in your telegram to Chi ang 

we.s intended to include construction costs of airfield s (in 

par ticular t hose in the Chengtu e.ree.) . 1:/e maint ained t he. t it 

oi d. Kung maintained t he. t it did not, arguing t hat t he 25 

million mentioned by you was for "ordi nary" Arwy expenditures. 

He mentioned your conversation vdth Chiang at Cairo i n support 

of his position but presented no writ ten evidence• ile pointed 

out that we were not informed r eee.rd.ing t hose conver sations 

but t hat your tel egr am t o Chiang in January was subsequent to 

the Cairo meet i ng . , 

{5} Cl e.y in conclusion, 11ith wy concurrence, suggested 

that Kung might wish to make a claim f or airfield const ruction 

(Kung had ment ioned t he f i gure of Chinese 4 bi l lion yuan} under 

reverse lend- lease if and vmen e. reverse lend- lease agreement 

is r eached wit h Chine.. I pointed out the t t his suggestion, 

while agreeable to me ae a generous gesture , did not prejudice 

our position that the l ump sum offer of 125 million, according 

t o our knowledge of the mat ter , should be considered as ful l 
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paj'll'ent for all expenaitures b; and on behalf of the U. S. 

Army in China for the period February-June, exclu~ive of 

t roop maintenance costs . 

(6) Clay repeated Lis offer of a lump sum pllyment and 

also reqoo sted, aa he had done ear lier in t he conversation, 

t hat the Chinese Governmen t agree to a payment of US$20 

million per month for the period July- Septembe r to oover al l 

expendit tr es for and on behalf of the Ar my for that period 

exclusive of troop maintenance costs . 

( 7) Kung s aid he would have to refer the oo t ter to 

the Generalis simo. 

(8) 11e feel tha t the t erms offe red a re more than 

fair , are generous in fact , and we recommend a f irm stand • 

.• e ao not feel the. t t here will be political repercussions in 

China which would warrant material deviation from the stand 

we have taken, 

I 
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Excerpt From llinute of Conversation at Bretton Woods on July 16, 1:!44 : 

"General Clay: l'lell , Doctor , goi ng back to what we have been 
discussing, and this view which you have just stated, if we paid 
you a gross of one hundred t~nd twenty- five million novr - a lump 
sum of a hundred million wi. th twenty- five mi l lion having been 
paid - t hat would leave rel!t!lining the food and lodging and the 
four billion dollars would be preaented by you as a claim under 
Reverse Lend- lease . It 1vould have no effect on the twenty million 
dollars for the next three months , which would be paid in cash, 
and for which you would provide us with the yuan that we need and 
would not prejudice that arrangenent in any way; that v1e would 
pay you the lump sum of a hundred mill ion dollars immediately, and 
in any Reverse Lend- Lease agreement to be effected, you could, in 
adai ti on to the food and lodging ~1hich you would put forward as a 
claim, include aleo this four billion dollars. 

"Dr. Kung : I wish I could do it, you know. 

"R.M. Jr. : Excuse me . 1\ay I add one thing that we talked about, 
that in admitting th is Chengtu four billion dolla rs , the claim, we 
in no way pre judie e or go back on the cable of the President, which 
we interpret was all inclusive . I vould like t o make that clear . 

I mean, we claim that t his telegram of the President ' s meant 
twenty- five million a month, and included the construction of 
everything. 

Now, what we are saying in view of what you have said - but not 
in any 1vay g oing back on that - we still hold to t his cable . But 
if you vti.sh to put that claim under Rever se Lend- Lease for fo ur 
billion dollars, ~e would raise no objection. Do you mind ~ 
makin& that suggestion? 

"General Clay: That is right , sir. And we would do it in 
the interest of harmonious relations and appreciation of the co ­
operation which you have given to us . " 



EXcerpt; from Minut e of Conversation in 
Secretary Morgenthau ' s office, 'l'r easury Department 

Novelliber 25, 1944 

becretary } .. orgenthau : Now l et me see 1f I understand it 
correctly. You wi ll accept how many u.s . dollars for how 
many months in Qayment, so we get that clear? 

Dr . Kung: To the end of september, october first , 
185 million . 

Secretary Morgent hau : That you will take :til 85 million 
until October f i rst. And that is in full payment wi th tne 
understanding with respect to the claim. Is tnat r ight? 

Dr. Kung : Yes . 

Mr . Chi: In addition to 'that 'the claim for the Chengtu 
air fields can be put in . 

Mr . \ihHe : I want to mall.e certai n, Mr . &ecretary , that 
you and Dr . Xung are in agreement . I presume tha t you are 
bot h us ing the v. ord claim in the sense .vhich we use i t in 
the United s tates, namely, that 'the Chinese Government could 
advance t he cos t of 'the Chengtu air f i elds as a claim in 
mut ual aid on t i,e basis tnat such cos t nad not been included 
i n the figures submi tted to us by t he Army . \;nether that 
claim wi ll oe r ecognized or not i s a mat ter to be determi ned 
by subsequent examinat ion of the data . In other words , the 
word "clai m" does not mean a charge but rather t he r i gh't to 
claim that a charge should be '"ade for credit to rec i procal 
aid . 

Secretary Uorgent hau: To go a step further so that 
t here can be no misunderstanding - when we pay over this 
~185 mi l lion we wil l state t hat that 1s in fUll payment 
for all obligations incurred by the United St e tes Army 
from the first of ~/.arch to the f irst of October . 

Nr . Pe i: 
under standing 
claim. 

I beg your par don , ~.lr . &ecreta.ry . Hi th t he 
that the Chinese Government will put in a 
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secretary Jl,orgenthau: .L:ay put in a claim ..• . 
•rhat 1f subsequently additional information comes to 
11~t, f urnished either by our ~~ or the Chinese 
Government, the Chinese vovernment rray submit a claim 
as reciprocal aid . 

• 



EXECUTIVE YUAN 
HATt OHAL OOVCfltNM CNT OF CHINA 

, 

President ~ ranklin o. Roosevelt 
'!he 17hite House 
'1/aehington, D. c. 

Dear Wr. President: 

llovecber 16, 1944· 

I wish to th&nlc you mo<t sincerely for the intemew 

this noon. It JUde ..., very happy to see you look so well. I 

am reporting to l'l-eddent Olians your concern over China • a 

dilficul ties and your sincere deoire to help her. 

I ""' Jlad thnt, in the course of our oonveroation, we 

touched upon the queotion of u.!:. Anoy expenditures in China and 

you eonfinned that the Qlengtu airfields, which wen> epeeially 

built for the use o! tho Super!ortresses (B-29), constitute a 

separate project and that the advances which China have made to 

cover the cost for their construction will be paid separately aa 

stated in your telegraa o! January 12th. 'lhese airfields are 

now been mde good use of by the U.S. 20th A:1r Force to bcl:b 

Japan which teak they have carried out successfully fron~ t.ir.te to 

Ao for the U. S.t2S mUlion per month estimate !or the 

general maintenance and oonotruetion expenses of the u.s. Army 

in Olina, which we r !erred to in our conversation, I wish to 

call your attention to the .fact that the estil:!ats was made in 

order to li::d t your burden of &eneral mllitary .,.pendituru in 

Qlioa, because in the oont.b o! hbruary alone U. S . An.,y expenditures 

1o China had already reached u.S.f S9 aUlion, 1I calculated at the 
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official rate. Of this str~, the equivalent of U.S. $9 million 

in Clinese currency was secured by selling it to the Central bank 

at tne orticW rat e. For t be re•t of u.s. Army needs for cninese 

currency in that one month, that is, Ol$1. billion, the Central Bank 

of China advanced it and accepted U.S.$25 mill i on f or its repa~nt, 

llhich is at tne rate of 40 to 1. 

Since then, the National Treasury and the Central Bank 

have advanced all the funds needed to co ver expenditures of the 

u.s. Anny in ?>ina. Secret ary Morgenthau has been very oympathetic 

and helpful in the negotiations for the settlement of the ques ti on 

but he said the scope of possibilities for t he settlement bas been 

limi ted by the estimate of u.~.$25 mill ion per month which you have 

indicated. '!be monthly advanceo for u.:.. Army expenditures, however, 

has been increasing eince June. I s hall leave it to your generosity 

to settle t his question in any way you deem fair. 

I wioh also to take pleasure to inform you that China bas 

paid for the food and lodg:!.n& of u.S. armed forces in Clina fo r which 

no clain for repayment will be made . Had China' a financial eondi tion 

permit, we would be glad to pay all the expenditures of the u.s. Army 

in China wit hout !laving to bother you for repayment. Unfortunatel y, 

inflati on has already go~e so far in China that to conti nue to issue 

notes without strengthening our reserve would tbroaten to break Qlina'a 

bettie line at the economic front and weaken our eomon war effort. A 

sat i .sfactory settleaeot of this question would strength China's currency 

reserve and contribute to hasten our victory . 

With warmest personal r egards, 

Sincerely yours, 

,{ *·"" ul-H. Kt 
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pobU- In \be r•rol lltcl•vr or - poallllo IJ> 0117 _,. Wl\1.1 

011proulr • t.llol'lood Ill' or a\ "'" aro.Uon or \be aoerourr or nr. 

IIW8(LlH D. ROOSitVELT 

,.. n , 1'M4. 

(.>1~. 

~:z.; 



<f).ffiu .CJf.tftt~hn•tt~ <6ttttta1 
Wu~ymghm.ll .cn. 

ll&£11 

!be Pre81-t, 

!be 1h1 te llllue • 

., dNr llr. Pn81-tt 

liN 16, 1944 

• 

I tftlll&t a nnHd draft o~ a JII'Opoeed blntift or*r 

ctttl .... 1r1n1 Oer\dJI .. tallio W• .lftilabl.o ~or \llo tJoo 

.~ \llo ,.., •• 

'ftlo JII'Opoeoc1 orior 11 preHDted l:r7 \llo C21a1~ o~ \llo 

1l'ar ProftotiOD !DaN with tile oonaurrcoe o~ \llo J.rrq aad t1n7 

-..1 tiOilo 111»&1'11 aad \llo Proow • ~ Ill naion o~ tho TNUUJ7 

~s-rt-t. It bu bHn oon81darab1T nnHd 1n th1a ~\ 

1D t.11o intenat o~ fora and 1apap bat 1t. JIIIU'PO" hao not bHn 

oMIIpcl. 



! I . i i: ~~!fl!!1 !~!!!t: !l!~!llir ! a 

~ . ~ f 
~ 

f . 'i 'i'i••J l•'"i"' li~"}j~if 
.l ;~~-~~~~ ' . ~~~ il I i'I· -

c i' ~ r ·:;~'In iUl!h ~~,ft, ;! . 
r o ~ .. :"' i f i.( - i · ~ i of· 

. ' ' e ~ • • ' I :iff f If • • ' 1 
~- 0 r - , :. ~~~~~ itlrf t ·•Hju , 
J;l I '1&{1 1 l 'l i f'-§e. r : 

, . ., 5 t f ir§r e. 



TREASURY DEPARTMENT 
I'ROCUREMENT DIVIIIOH 

WASHINGTON 21 

Mr. Harold D. Smith 
Director, Bureau of the Budget 
Room 252, State Department Sld~ . 
Washington, D. C. 

Dear Sir: 

Subject: Release of !!<ttallic Cadndum 

sa 
\ 

June a, 1944 

Encloaed you will fittd 4 l&tter dated June 5, 1~44 
from WX. Donald Y. Nelson, Ch4irman of the War Production 
Board, addressed to the President, together with a pro­
posed Executive Order covering t he release of 400,000 
pounds or oetallic cadmium purchased under Public Act ll7, 
76th Coneress , which is now in the Treasury Department, 
Procurement Divbion Stock Pile. The Treasu.ry Depnrt­
ment , Procttrement Division has no obj•ction to the 
issuance of the enclosed Executive Order. 

dff.:L 
Deputy Direc r or Procurement 

Enclosures 

REGRADhD UNCLASS .... /~.:...;.) 

I 



Gma<1' 

DONALD 14. NELSON 
(tMUt:MAH 

l!y deu Mr. P1•eddent1 

WAR PRODUCTION BOARD 

Wf.SHINGTON, D. C. 

June s. 191.4 

a y s Yi 

Tnio la~ter !a oceAoloned by the necesoity of cakinc available 

to the Arr:T,f tor proceuing in tha third quArter or 1944, 1.00 ,00:> ~unda 

of oaotnllic cadni= in order to fulfill partic.J.ly ll portion of the ,\n,;:t ' • 

re~uiromonte tor t~o mnteri lll for the year 1944. 

At the requeot ot the Arrq o.nd l1avy lhm! Uono :loflrd, t'le Vpr 

Production Board recom=ended on Oc t ober 1 , 1943 , that 400,000 pounde of 

met a llic c admiun be r:l&dl nvnilAbla to meet an 1oportant requ1romrnt , 

then contingant , of t he ChemicAl Warf!U"e Dro.nch o r the Army. The 

renoon for th11 requeot vaa the n~aaa1ty of hnvinc a cert• i n IU:lQunt of 

th1a ooatarial avmlable for proceadnG lnto t!Ja ! i niohed prodnct on 

thcrt notice obould the need for unir.c tho f iniohod product ~teriali:e . 

Accordi ngly , 400 ,000 pound& of thb ms.t erifll " "" purchnoed under Public 

Le.v ll'o . 117 nnd 1a new etor ed !n an Amy a roenal . 

The Arey decided recently t o convert durinc 1944 lftetnllic cr.d.c>iUI'I 

into the finiehod p roduc t , e t ookp111ne the f 1n1ohed p roduct rathe~ than 

t he uterial 1 t .. lf. 'l'o c&rl'J" out in '01\rt tt.h dec1a1on , t he liar 

Production Bollrd ~-"• nov recoc..,ended a."'d the Ar<J¥ and !1avy 1:un1 tiono 

Board hao ft€reed that the 400 ,000 pounde of "et llllic cadmill.l:t purchlloed 

under Public Law No . ll? be rele&oed oo no to bo cnde avn1lnble tor 

p r ocaao1ng in the third ~unrter of 1944. I ~ ia propoeed, therefore , 

that the necaao~ry eet1on be t~en to obtain the release to the uee of 

the Any- of t ho 400 ,000 pound• of thie mc.teri&l "'IV 1-.eld 111 '!'reru~ur;,r 

Proouremen~ otookpile. Arrcneomanto oat1etnc t ory to t he Procurement 

Divioion o! tho 'l'reaiUl'J" :lepart nent vill ba made to reimbU1'16 1 t !or 

the coot o! tho relenood caterial. 

'l'ha Arm:t &nd NaY}' lluni tiono Board hl\o concurred 1n thh pro'!!O i nl . 

I enclo•• a draft of an li\xacutive Order vh1oh, I believe, vill 

effect tho dot1r•d notion. 

f!ij~Ci~~ Prooide~t 
White Houoe 

Re epecttull ;,r, 

\-J)M~o~n""''-''-.A._,u __ ,..... 
X lf7'0 

x_P-. 9. 7YMJ'-f'~·~ 
REGRADED UNCLAssiFIED 
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