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

"Hl -Hl,. th
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, 1/18/37.
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TREASURY DEPARTMENT

/Tmammm\T: ASSISTANT TO THE SECRETARY
ASHINGTON
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- July 2, 1937.

¥r. Forster:

lr. McReynolds directed the attached

be sent you for your files. “H
¥ .;Jﬂ{r!



Dispatohed from House
PELEORAR hl’ﬂﬂh‘lﬂiib“-lﬂ
July let, 1957, 11126 a. =

FOR THE PRESIDENT OF THE UNITED STATRS:

h'“ﬂ-hﬂﬂlﬂhﬂlwl‘llﬂlfﬂlﬁ
following message awalting me:
London

“Secretary of State, :nr:'m
June 30, 1 .'

HMMMHM‘&!MMM

a decision by Mr, Morgemthsu tonight, regariless of the
fact that 1t will mot reach here until the early hours

of the moming, is highly desimdle (repeat highly desira-
m)l-mtﬁu-ﬂ-umtﬂuhm#H
w:mhmmw#hm
Wﬂhﬁh—ﬂlﬂ"-MNI;hM
The former reads as follows: 'l have received written reply
from Bounet ““dﬁwﬂlmhﬂ’- et
of his statements is that Fremch equalisation accomt can
-lﬂllm-uh-ﬁ:ﬂmmwﬂ
mﬂum-lmhh-lﬁummhﬂm
frano to fluotuate without comtrol. On the other hand they
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snticipate o drop when markets recpem. In their view pre-
existing arrangements for tecimioca! scocreration hetwesn
exchange funds can be resumd with sole fifference that

frauc will not be held within previcus gold limits. Thay
pressed strongly for reply today as to whether we regamd
this new deparfure as coming within tripartite monetary
agresment. "hile these explanstions make position clearer

in certain directiocns there is of course no certainty as to
level of which frane will be sllowed to fall or as to success
with which they will control fluctustiomns thereafter. Ny
foeling is that 4t will be desirable to contimue arrangements
euvisaged in tripartite monetary agresmant for present bub

1t will be impessible to decide on our final attitule wmtil
we have some experience of what happems. I am anxious to
avoid a pesition in which we should announce that tripartite
monetary agreement contimued in full foree and them on finding
that the situstion was developing on unsatisfactory limes should
ourselves be compelled to appear later as bringlag agresment o
an end so far as Prance is concerned. I should explain that it
peems o us that the whole question whether the freme can be
sustained end therefore whether France can contimue inside
the tripartite monetary agreement is miinly governed by the
reality or otherwise of the budgetary reforms which the new
French Oovernment are now foreshadowing. Unlese we have some



clearly defined point at which they can held the frame,
we ghould be powerless to intervens in the whole matter.
#ith this in mind I propose to send following reply %o
Boonet 1 you see no objection.  The draft reply te
Monsieur Boonet reads as follows:

E-Ii"—l'!ﬂl-g!il
E'-f!lllf!'iﬁl
which Mensieur Bomnet mede, the Chancellor this aftemmoon
!Eiﬂ"!ﬁﬂiqﬁ%'

'itﬁ!ii—ili#

lﬁl%lﬂl—l?ﬁl—lti‘l'i
when 1t is anticipated that a fall in the frang may talke place.
fhe Chaneellor cannot conceal that s movement of this kind may
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His Majesty's Government's poeition 2ifficult. The
Chancellor hes noted that it is Monsieur Bounet's intention
to continue the same type of prectical arrangements for
mansgement of the franc as have recently beem in foree in
cooperation with the British and United States suthorities.
In view of the general character of the decision reached by
the French Oovernment which, as indicated in his message
yesterday, the Chancellor feels may have more serious repercus-
slons than the Premch Govermment have aseumed, the Chancellor
cannot avold apprehensicn both on the score of the level %o
mmeMIﬂ-hmwdumnh(
1% and he remaine for his part uncertain how far and in what
wmmuunm_mmuanhum
reciprocal arrangements on the lines which have been followed
uwp %o now. e can only suggest that the development of the
matter mst be cavefully watehed and further comsultations take
M-uutth*hﬁ“dﬂ“ﬂh
franc notually develops in the immediate fubure. So far as wnder
the proposed arrangements the franc is kept relatively steady
and mot too far from recent level, he is willing that the
m“mummmmu
he would 1ike %o lmow before business opens on the 1lsb July %o
ﬁlmﬂﬂlmlumﬂﬂﬁ”-ﬁl-l-m
will allow the franc So move.'"

DINOHAM



After three hours work with the assistance of the following
people, Nr. Tagme C, Taylor, Mr. Herman Oliphant, Mr. Claremce Opper,
Mr, Archie Lechhead, Dr. Harry White, Dr, Jasob Vimer, Dr. ¥infield
Beifler, and Dr, Herbert Feis, and the espesially abdle representation
on the part of Mr, Putterworth of the American Tmbassy in Londem,
1 telephoned at twelve o'clock Eastern Standard Time the follewing
message to Putterworth for Sir John Simems

"Thank you for the sxpreselon of your views trans-
mitted to me on June 39 and 30. I regret that a brief
absence precluded an immediate comment on yeur proposed
reply to Monsieur Boomet.

" fairing inte consideration the limited time within
which Monsieur Bonnet was able %o operate and the extreme
difficulties of the situation which fased him om his
arrival, I fesl that his failure to comsult completely with
cur two Treasuries is undsrstandable.

" I share your apprehension over the repsrsussions vhich
might arise from an wdervalued or wnduly fluotuating frane,
tat I believe that we can best minimise thees dangers by
avelding, in so far as possible, any move on our parf which
wight add to any lack of confiisnce in the future of the
frans.

"In the present juncture of werld affairs 1% is of prime
{mportance to preserve the bemeficlel effests which resulted

from the Tri-partite Declaration and ite ensuing arrangemente,



It wns tims demonstrated that great democratic nations
could, with mutual confidence, create and carry oub
coopeTative measures.

"In view of all these considerations, it is my
conviction that every reascnable effort should be made to
malke it possible for Fremoe to continue as a participant
in the Tri-partite Declaratiom.

“It 1s therefore my sincere hope and desire that you
and I may present to Monsieur Bonnet similar messages
semewhat along the following lines:

"How that the Fremch Ministry of Finance has beem
given the powers which 1% sought to meet the presemt
situation, I lock ferward fo a contimuation of close
cooperation between cur Treasuries under the Tri-partite
Declaration.

sy 1 express to you the sincere hope that France will
soon emorge frem the temporary difficulties with which she
is now confronted!”

At seven o'clock this moming Butterworth telephoned me the
following message from Sir John Simon which I tock over the telephons
and is consequently mot letter perfect:

“I am mos® grateful for your meesage. 1 fully
agres with you se $o the importence of preserving the
venaficial offect of the tripartite declaration.
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, 1 an sending to My, Ponnet a message in the terms
you suggested and 1 am telling him that I understand
that you are sending s similay message and that 1
suggest that if Mr, Bonnet desires, and if you agree,
the two messages should be released simultanecusly at
5 P.M, London time, for publication. I should also lilks
%o have your consent to say in the House of Cormons at
any time after 3 P.., that I have sent this messagd
and that you have sent a eimilar mecsage. At the same
time I am sending o lir., Bonnet a confidential, personal,
message along the lines of the draft commnicated to you
yooterday with the substance of which I aseume you are in
general agreement. The poesidilities of meintaining with the
French authorities the full measave of cooperation eavisaged
in the tripartite agreement and prectige of that declaration
in the eyes of the world must, I feel, depend on the frane
being kept relatively stable at a reasonable wate, and I
feel that you would agree for me o tell Domnet frankly of
oy convictions om thise.”
A% 9115 A. M., Fastern Standard time, I gave out the fellowing
mesage to the American Press:
“I have sent the following message So Finance
Minister Bonnet of Framoe which is identical with a
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message belng sent by the British Government:

'low that the Fremeh Ministry of Pinance has been
given the powers which it sought to meet the present
ﬂmumllmfmn;mm-dﬂm
m!hhh‘-mm--hrﬁlﬂ-
partite Declaratiom.

.w:mhmmmmhtm
#111 soon emerge from the temporary difficulties with
ghich she i mow sonfronted.'®

l-amhit--nhhrullr--m-tdr-
veing at the wedding. Illmlrhnlhthmml
m“mﬂirﬂ-ﬂnm&.



TELEGRAM

ﬁ\ \'543 Cnhﬁ&mﬁ.ﬂ F: le o

The Preslident:

e e & aaaic

I am in receipt of the following communication from
the State Department: ™ In view of the decision of the
Government of the United States to reexamine certain of its
financial and commercial relationships with Mexico, the
Treasury will defer continuation of the monthly silver
purchase arrangements with Mexico until further notice".

Upon receipt of this request Mr Sumner Welles and I
had a lengthy conference with Senator Pittman. Senator

Fittman advised us that he felt that 1t would come within

the spirit of the silver purchase act for the Treasury

to notify the Mexican Government that until further notice

we will suspend our silver purchase arrangement with them.
Senator Pittman further stated that he felt it was in the
interest of our foreign polioy that this step be taken.

We propose to comply with the request of the State Department
unless you advise us to the contrary.

Henry Morgenthau Jr.

al
DECLABSIFIED i
226N
By Authority of OFN
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Hrm_nntu szl_ﬁr
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(_;» PI August 16, 1938.
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MEMORANDUM FOR

THE ACTING SECRETARY OF THE TﬂEASURI{ |
4

Dear Ross:

I enclose a confidential letter
just received from Bullitt. + hope much,
and + know Morgenthau agrees, that we

should do everything possible.

Will you push this with State s0
'

Department and Agriculture and, if ‘ii
' 7

necessary, R. F. U,, Commodity Credit yr/
and Lxport-+mport Bank and let me know

as soon as possible?

A?.@# 72
799 ®

Letter from g&é};g!_thgglitt,'Paris, 8/8/38
(Personal and Strictly confidential) in re
financial resources of China.

/30

F. D. R.
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fsf THE WHITE HOUSE

WASHINGTON

—EONPIReNTER— 3
August “' 1938.
MEMORANDUM FOR

THE ACTING SECRETARY OF THE TREASURY

Dear Ross:~-
I enolose & confidential letter
Just received from Bullitt. I hope much,
and I know Morgenthau agrees, that we
should do everything possible.
will you push this with S8tate
Department and Agricul ture and, ir
necessary, R. F. C., Commodity Credit
and Export-Import Bank and let me know
,rﬂ."“'ﬂﬁ
as soon as possible? =3 q 1
.C?ﬂ*'f . CJJ'}
e .
Qo*
rl n' !-

Letter dated August 8th in re loans to
China.



\}L TREASURY DEPARTMENT

WASHINGTON

August 18, 1538

Dear Mr, Fresident:

(n receipt of your memorandum of August 16, 1938 enclosing
Ambassador Bullitt's confidential letter to you on the proposed
grey-goods and flour credit to China, I discussed the matter
with Mr. Wayne Taylor, who has been keeping in toueh with this
situation. In accordance with your instructions, Mr. Taylor
oalled on Secretary Hull this morning. Seecretary Hull will
explore the question further with members of his Department and
with the Chinese Ambassador and will inform us of the Department's
attitude as soon as possible, Mr, Taylor has already discussed
various aspects of the situation with Secretary Wallace, and will
speak to him further after we hear from Seecretary Hull.

Our last information on Secretary Morgenthau's position was
contained in a message which we transmitted to Secretary Tallace
on August 8, 1938, and which he showed you at Cabinet meeting,
August 12th, The full text of this message follows:

"Am not familiar with details of proposed loan
to China. Before I left Washington you and I were
waiting to hear from Hull. You know I favor making
flour and cotton grey goods loan to China. If after
President's return Treasury is the only stumbling
block to Chinese loan will contact Taylor and ask
him to state his objections. For your very confidential
information, have invited K. P. Chen to come %o
Washington to disouss Chinese finaneial outlook early
in September,"

Incidentally, as I mentioned on Friday last at Cabinet meet-
ing, we have received word that K. P, Chen is unable to accept
Secretary Morgenthau's invitation and that his substitute has not
as yet been determined. This information has been transmitted to

Secretary Morgenthau and we are awniting further instructions from
him as to his preference in the matter of a substitute,

Faithfully,

Acting Secretary of the Treasury

The President,

The White House.



THE SECRETARY OF THE TREASURY
WASHINGTON

/er ) December 18, 1940 /
; &:wwﬁ

/
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Deear Steve:

I am inclosing herewith a
memorandum with accompanying charts
from which you will note that em-
ployment in the aviation manufacturing
industry has multiplied more than four
times in the last twenty months and
has doubled in the last nine months.

These figures were so inter-
esting to me that I thought maybe you
or the President might like to make
them public.

Yours sincerely,

a./
773 - %
*:q¢'5xk*"{

x 4/

Hon. Stephen Early,
Secretary to the President,
The White House.
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FROM

Subjeot:

1.

TREASURY DEPARTMENT
INTER-OFFICE COMMUNICATION CONFIDENTIAL

pate Deocember 12, 19“-0

Secretary Morgenthau
Mx,

Employmént in the Aviation Manufaoturing Industry

Employment in the aviation manufaoturing industry has

miltiplied more than four times in the last twenty months
and has doubled in the last nine monthe. In November 1940,
manufacturers of airplanes employed approximately 120,700
factory narker;ﬂ and manufaoturers of airplane engines

]

approximately

700 faotory workers,a total of approx-

imately 155,000 for the entire industry. Included in these
figures are the employees of mamufacturere of parts for
airplanes and airplane engines,

2.

For the industry as a whole employment rose by approx-

imately 7,100 faotory workers in November. The largest
inorease in employment -- approximately 2,150 faotory
workers -- ooourred at the Lockheed Alrcraft Corporation.
Consolidated Airoraft Corporation added 1,300 faotory
workers to its rolls during the month, ralsing its total
employment to 12,355. In January of thls year Consolidated
employed only 2,837 faotory workers.

3.

The inorease in employment during November was not

experienced by all plants in the industry, however, there
‘bainﬁ important deoreases at two of the large plants. At
the Unite

4 Airoraft Corporation employment decreased by

800 during the month. t the Hucinﬁonrururt plant in

Seattle there was a deorease of 1,0

faotory workers,

Boeing reported that this deorease in amp].o'{unt was due
to "between contracts and lack of materials”.

l"‘.

Two charts are attached to this memorandum, The firat

shows total employment in the industry and the employment
of seleoted companies since January 1937. The attached
tables give the figures plotted on the chart., The seccond
ohart presents total employment 1n the industry by
geographic areas for December 19538, December 1939, and
November 1940,

Attachmente



Employment in Aviation Manufaoturing Industry

(Airplanes and Airplane Engines)

Division of Regearch and Btatistios.

1937-1940
: : :
s A907 1938 : 1939 1940

Alrplanes
January 22,100 23,700 25,251 58,000
February 60,500
Maroch 24,100 24,200 27,875 bl, 500
April 67,000
May 73,000
June 25,200 22,80 35,973 » 000
July 90,000
August 97,448
Beptember 23,400 22,050 41,425 105,362
Ootober 115,241
November 120, 650
December 23,800 24,450 52,800

Alrplane Engines
January 5, 500 6,500 6,989 13,900
February ? 1?.500
March 6,000 6, 600 7,825 17,300
April 18,
May 20,800
June 6,600 6,900 8,727 EE,&
July 25,
August 27,019
September 6,400 6,772 9,289 28,981
October 32:53a
November : 34,31
December 6, 600 6,847 12,600

Total Industry -- Airplanes and Airplane Engines
January 27,600 30,200 32,240 71,900
February 76,300
Maroh 30,100 30,800 35,700 81,800
April ag,ﬁm
May 93,800
June 31,800 29,700 44,700 102.@8
July 113,
Auguet 12k, 467
Beptember 29,800 28,822 50,714 134,34
October 1 E,S
November 154,964
Deoember 30, 400 31,297 65,400

OfTioe of the Beoretary of the Treasury,



Employment of Selected Alroraft Manufaocturing Corporations
1937-1940

1937 : 1938 : 1939 : 19%0

Bell Alroraft Corp.

January 615 222 654 829
February g
March 850 290 912 :Eg
April
g

g:io 808 Mo 1,810 1,153
July 1,480
August 1.363
September 718 235 703 2,413
October 3;&25
November 3,449
December 213 606 799

Boeing Alroraft Co. - Beattle
January 1,834 1,493 2,380 E,!,.a?
February , 942
March 1,726 1,700 2,749 4,759
April 4,198
May 5,190
June 1,249 1,?35 2,989 5,882
July 6,571
August 6,926
September 1,109 1,798 3,985 6,940
Dntohgr g.ggi
N er
Dﬁgzzbur 1,380 2,285 4,749 :

Consolidated Alroraft Corp.
January 3,169 2,540 968 2,837
February }lu??
March 3!2% El 518 819 El 50?
April 5.3&3
o 3,099 2,104 832 5. 821
July ?';;g
A t
Sort puber 2,617 989 1,408 9,289
October 11,018
November 12,355

December 2,580 981 2,540



Employment of Beleoted Airoraft Manufacturing Corporations

1937-1940
(oontinued)
1937 : 1938 : 1939 1940
H : H
Qurtiss-Wright Corp. - Buffalo
January 1,241 2,211 3,802 4,380
February b, Thu
Maroch 1:5‘00 2-3"‘? 21939 5,ﬂ1'ﬁ
April 5,213
May 5,698
June 1,933 2,310 2,848 6,314
July 6,531
August 5;59z
September 2,202 2,736 1,562 6,82
October ;,ggs
November ’
December 2,007 3,491 3,447
Douglas Aircraft Co., Inoc.
January ,591 6,328 4,334 11,952
February 242 12,077
March 5,961 6,173 4,177 13,119
April 14,033
May 14,656
June 6,653 k,672 5,445 14,957
July 14, 662
August 14,898
ember 5,532 4,028 6,318 14,219
Ootober 14,158
November 14,787
December 6,771 k4,110 10,362
Lookheed Airoraft Corp.
January 910 1,577 2,305 2.15?
February _ ;s 168
March 1,094 1,59 3,509 u,aga
April 4, koo
May 5,016
June 1,338 1,797 5,699 5,591
August 7,296
Beptember 1,383 1,997 5,324 1,582
Ootober 8,517
November 10,675

December 1,428 2,123 5,156



Employment of Selected Aircraft Manufacturing Corporations

1937-194%0
(econtinued)
t 1937 : 193% : 1939 : 1940

@3lenn L. Martin Co.
January 1,364 1,14 2,905 10,924
February 9,407
March 1,716 1,292 4,092 9,133
:g;il 9,010
June 2,044 2,134 6,029 3:335
July 9,513
August 11,200
September 2,032 2,341 10,070 10,01
Ootober 11,41
November 12,950
December 1,%1e 2,777 11,174

North American Aviation, Inc.
January #29 1,713 2,223 h,ﬂhﬁ
February 4,32
March "u9 1,935 2,457 4,154
April h'jTé
May 4,33
July u’l 9l=
August 4,916
September 1,272 2,685 2,992 5,111
October 2.’?!
November » 065
December 566 2,530 3,795

United Alrcraft Corp.

(excluding Pratt E Whitney)
i’ﬂ“"’ 2,350 2,245 1,#26 2,55{
ebruary ’
March 2, bl 2,16# 1,766 %,uZ:
April 32735
May 3,912
June 2,497 1,972 1,952 , 282
July g;gf
8t ¥

ﬂfﬁ:.mu.r 2,439 1,##0 2,123 , s
Ootober 010
November 5,251
December 2,33 1,774 2,594



Employment of Beleoted Alroraft Manufaoturing COorporations

1937-1940
(continued)

{1937 § 1938 § 1939 : 1940

Vultee Aircraft, Ino,

January 364 742
February 938
March 4o 959
April 1,008
May 1, 3‘34
June 560 533 2,127
July 2,618
August 2,857
Beptember k30 288 3,531
October 3,

November 3,789

Decenber 334 662




Employment of Beleoted Alrplane Englne

Corporetions

1937-1940
: : :
: 1937 ¢ 1938 : 1939 ! 1940

Allison Engineering Co.
January 218 262 sk 1,114
February 1,261
March 229 297 u66 1,610
April 1,958
¥ay 2,1 6
June 238 339 558 3,254
s SO0 135
ugus -
Eeg:embar 2138 382 62 , 282
Qotober » 280
November 6,295
December 266 439 901

Continental Motors Corp.

{ﬁlrwlana'Engind_ﬁ1?§51un)

January 151 153 134 288
February 344
llarch 153 152 138 325
April 3?g
77 162 144 171 gsa
July ggg
Auguet
sggtember 135 146 203 567
October 732
November 855
Decenmber 152 142 2Lz

Lvcoming Division of aviation Manufaoturing Corp.
gaguary 8u49 729 519 %%

ruary

K:rcha &89 TJou4 521 657
Aoril %5]5.
Lay
June 901 549 573 819
N 1
Auruse
Septerber 756 514 U4 1,080
0¢tnb§r i.ggg
Kovember ’
Decenber 762 506 689



Employment of Selected Airplane Engine Corporations

1937-1940

(continued)

$ : : :

£ 1937 : 193¢ : 1939 1940

Pratt & Whitney Alrcraft
January 1,931 2,567 2,264 E,Ehz
February ) 549
March 2,119 2,uUm9 2,659 7:15#
April ;.;61
g::l El 3’“‘ E! 555 3:066 *:EGE
July g.iﬁ;
Auguat '
September 2,471  2,3m4 3,394 9,406
October 9,794
Nevember 10,377
December 2,61« 2,227 5,022
Wright Aeronautical Corp.
January 2,254 2,607 3,39# 2,“11
February » 021
April , 9
May 7,842
June 2,700 2,930 3,997 ®, 6m2
hers {00 13’#%%
Fua ’

E:ﬁtemhar 2,690 3,1s4 4,026 10,726
October 11,240
November 11,950

December 2,60® 3,374 5,141
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TH1S QVERSIZ. ITEM HAS BEEN
MICROFILMED IN SECTIOKS.

| .-,

EMPLOYMENT IN AVIATION MANUFACTURING INDUSTRY

Factory Wasge Earners
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THIS OVERSIZE ITEM HAS BEEN
MICROFILMED IN SECTIONS.
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EMPLOYMENT IN THE AVIATION MANUFACTURING INDUSTRY. BY REGIONS

~ann Factory Wage Earners

Mountan

. Central and Southarn
e I Dec 1939~ 4.400

iF Now [940= .?2 000

Total U.S

Des WIB— JiJO0
Dec 1937— 65400

Nowv 1940- /55 000

‘fﬂc.l'uu!lng Pores Companies
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ﬁ%ﬂrﬁkk? OF THE TREASURY ! L:./
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Sub ject: Settlement of our negotiations with
China on our Army expenditures.

I. I em happy to report that our negotiations with China
on our expenditures in China have at last been
successful { terminated. The War and State Departuments
in consultation with the Treasury first handled these
negotiations which began lest year but which Secretary
Stimson 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
million alreedy paid, in liquidation of our yuan obli-
gations for U, S. Army expenditures in China., This
offer of October € was substantially that we made to
Dr. Kung at Bretton Woods on July 16 as reported in

eppended cable to you of July 17, except that we
added $25 million to induce the Chinese to settle,
as the American representatives at Bretton Woods had
agreed among themselves we should do, should it turn
out to be necessary.

II. The text of the agreement is as follows:

(1) The War Department sha.l trensfer to the account
of the National Government of China or the
account of such agency of the Netional Govern-
ment of China as the National Government of China
designates a sum of One Hundred and Eighty-five
million U. S. dollars (US$185 million), in addi-
tion to the Twenty-five million U. S. dollers
(Us$25 million) already transferred, making a
total of Two Hundred and Ten million U, S. dol-
lars (US$210 million), in settlement of all U.S.
%gri obligations incurred up to September 30,

(2) This settlement does not include the yuan expended
by the Government of the Republic of China for
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board and lodging of American armed forces in
China., This sum will be credited to the National
Government of China as reciprocel aid under
Article VI of the Mutual 115 Liramnt of June 2,
%942 at the request of the Nat

(8) As stated in aragrngh (1) above, this settlement
liquidates all our obligetions for U. S. Army
e:)inndituraa in China up to September 30, 1944
(with the exception of pu:g:aph (2) above), with
the understand that as appended minuteés of
conversations at Bretton Woods on July 16, 1944
and in Weshington on November 25, 1844 indicate
this settlement is without prejudice to the
Chinese contention that the cost of the Chengtu
airfields is not included in the amounts referred
to in paragraph (1) but should be treated as an
item of reciprocal aid under Article VI of the
Mutual Aid Agreement of June 2, 1942,

We have alw made it clear that our offer has included
the cost of the Chengtu airfields, our commitment for
which we have inveriably acknowledged. The second para-
frgﬁh of page 1 of Dr. 's letter to you of November 16,
, is thus an error on this issue., OQur offer was in
fact based on the figurun supplied us by the Army, which
it insists, include the cost of these airfields. But
Dr. Kung stood out for a hfI.%l:uar figure by consistently
rafuainﬁ to accept our position with respect to Chengtu.
He based his case on your cable to the Generalissimo
which wes transmitted to him on January 28. Our inter-
pretetion of this cable gives Dr. Kung no ground for
any additional demand except for payment for board and
lodging of Americem troops in China - totalling about
3 billion yuen. We have stated our willingness to p
for this item in U. S. dollars but the Chinese indicated
their preference for treating it as reverse lend-lease.
They feel that the political advantage of heving this
item on the reverse lend-lease side of the ludﬁzr out-
weighs the gain from the dollars they would otherwise
obtain, General Clay and I expressed our appreciation

onal Government of
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of the gnsitiun the Chinese have taken on this matter
at Bretton Woods, and it is no longer e point at issue.

In order to facilitate settlement we informed Dr. Kung
at Bretton Woods - and I repeated it on Saturday - that
we have no objection to his putting in a claim for the
cost of the Chengtu airfields on reverse lend-lease,
meking it clear, however, that we regarded the lump
sun settlement we were offering as a final settlement
of owr outstanding obligations. Such claim as the
Chinese would ahoou to make for credit to Reverse
Lend-Lease would presumably be based on & re-examination
of the figuru hr%ing edditional information to light
shnl'].ng to show, that part or all of
cost o tha fiuld.u had not been included in
the figures uu ttad to us by the Army.

There are, in fact, some discrepancies between our Army
figures and the Chinese figures., These are not sub-
stantial enough to have justified any revision in our
offer. We n d the Army to check on the Chinese
figures. report back that they stick to their
own figures, {ncluﬂi their figures on the cost of
the {:hlngtl l.irfioldl, a.d that there is no satis-
facto nr of chec Chinese figures, as
the C u have faile tu fulﬁll their agreement

to nu’t-it itemized lintn of their expenditures for
the Army's account.

' eyt |,

e za‘j /1?7
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TELEGRAM TO THE PRESIDENT
(1) We held lengthy discussions Sunday with Dr. Kung in

an endeavor to reach agreement regaraing payment for egpenditures
in China by and on behalf of U, S. Army. OState was represented
by Vincent, Chief of Division of Chinese Affairs, who accompanied
Wallace on his recent trip to China, end Luthringer of the
Financial Affairs Division, and War was represented by Major
General Clay, Director of Materials, Army Service Forces, and
Major General Carter, Fiscal Director.

(2) Clay offered cash settlement of US$125 million
(2B milliﬁn of which has already been paid) for five-month
period February-June covering outley for that period of ep-
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 would prefer to tear
this cost because U. S. troops were "guests" in China.

(3) The figure‘nf US$25 million a month for 5 months
(total $125 million) is based upon your telegram of January 26
to Generalissimo Chiang in which you stated that "our Army
expenditures in China during the next few months can be ex-
pected to be somewhere in the neighborhood of 25 millien U. 5.
dollars each month." Without 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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relation to what it would have cost our Army in the United
States to obtain services snd construction similar to those
obtained in China.

(4) Disagreement arose over whether the firure of 1S$25
million a month mentioned by you in your telegram to Chiang
was intended to include construction costs of airfields (in
particular those in the Chengtu area). We maintained that it
dide Kung maintained that it did not, arguing that the 25
million mentioned by you was for "ordinary" Army exvenditures.
He mentioned youwr conversation with Chiang at Cairo in support
of his position but presented no written evidences We pointed
out that we were not informed regarding those conversations
but that your telegram to Chiang in January was subsequent to
the Cairo meeting. .

(5) Clay in conclusion, with my concurrence, suggested
that Kung might wish to make a olaim for airfield construction
(Kung had mentioned the figure of Chinese 4 billion yuan) under
reverse lend-lease if and when a reverse lend-lease agreement
is reached with China. I pointed out thet this suggestion,
while agreeable to me as a generous gesture, did not prejudice
our position that the lump sum offer of 125 milllon, according
to our knowledge of the matter, should be considered as full
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payment for all expenditures by and on behalf of the U. S,
Army in China for the period February-June, exclusive of
troop meintenance costs. |

(6) Clay repeated his offer of a lump sum payment and

‘also requested, as he had done earlier in the conversation,

that the Chinese Government agree to a payment of US§20
million per month for the period July-September to cover all
expendituwes for and on behalf of the Army for that period
exclusive of troop maintemance cosis.

(7) Kung said he would have to refer the matter to
the Generalissimo.

(8) We feel that the terms offered are more than
fair, are generous in fact, and we recommend a firm stand.
We do not feel that there will be political repercussions in
China which would warrant material deviation from the stand

we have taken.



Excerpt From Minute of Conversation at Bretton Woods on July 16, 1444

"General Clay: Well, Doctor, going back to what we have been
discussing, and this view which you have just stated, if we paid
you & gross of one hundred end twenty-five million now - a lump
sum of a hundred million with twenty-five million having been
Enid - that would leave remaining the food and lodging and the

our billion dollars would be presented by you as & claim under
Reverse Lend-lease. It would 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 arrangement in any way; that we would
pay you the lump sum of a hundred million dollars immediately, and
in any Reverse Lend-Lease agreement to be effected, you could, in
adcition to the food and lodging which you would put forwerd as a
claim, include also this fouwr billion dollars.

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

"HMoJr.: Excuse me, lMay I add one thing that we talked about,
that in edmitting this Chengtu four billion dollars, the claim, we
in no way prejudice or go back on the cable of the President, which
we interpret was all inclusive. I would like to make that clear.

I mean, we claim that this 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 eny way going back on that - we still hold to this cable. But
if you wish to put that claim under Reverse Lend-Lease for four
billion dollars, we would reise no objection. Do you mind my
making 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 Minute of Conversation in
Secretary Morgenthau's office, Treasury Department
November 25, 1944

Secretary Morgenthau: Now let me see 1f I understand. it
correctly. You will accept how many U.S. dollars for how
many months in payment, so we get that clear?

Dr. Kung: To the end of September, October first,
1856 million.

Secretary Morgenthau: That you will take $185 million
until October first. And that is in full payment with the
understanding with respect to the claim. Is that right?

Dr. Kung: Yes.

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

Mr. White: I want to make certain, Mr. Secretary, that
you and Dr. Kung are in agreement. I presume that you are
both using the word claim in the sense which we use it in
the United States, namely, that the Chinese Governmsnt could
advance the cost of the Chengtu alr filelds as a c¢laim in
mutual aid on tne basis that such cost nad not besen included
in the figures submitted to us Dby the Army. Whnether that
¢laim will ce recognized or not is a matter to be determined
by subsequent examination of the data. In other words, the
word "claim" does not mean a charge but rather the right to
claim that a charge should be uade for credit to reciprocal

aid.
Secretary Morgenthau: To go a step further so that

. there can be no misunderstanding - when we pay cver this

$1685 million we will state that that is in full payment
for all obligations incurred by the United States Army
from the first of March to the first of October.

Mr. Pei: 1 beg your pardon, Mr. Secretary. With the
understanding that the Chinese CGovernment will put in a

claim.
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Secretary Morgentnau: May put in a2 claim....
That if subsequently additional information comes to
1ight, furnished either Dy our Army or the Chinese
Government, the Chinese Government may submit a claim
as reciprocal aid.



EXECUTIVE YUAN

HATIONAL GOVERNMENT OF CHINA

November 16, 1944.

President Franklin D. Roosevelt
The White House

Washington, D.C.

Dear ¥r. President:

I wish to thank you most sincerely for the interview
this noon. It made me very happy to see you look so well. I
am reporting to President Chiang your concern over China's
difficulties and your sincere desire to help her.

I am glad that, in the course of our conversation, we
touched upon the guestion of U.S5. Army expenditures in China and
you confirmed that the Chengtu airfields, which were specially
built for the use of the Superfortresses (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 as

stated in your telegram of January 12th. These airfields are

now been made good use of by the U.S. z}t_h-hir Force to bomb
Japan which task they have carried out sueccessfully from time to
time.

As for the U.S.$25 million per month estimate for the
general maintenance and construction expenses of the U.S. Army
in China, which we r<ferred to in our conversation, I wish to
call your attention to the fact that the estimate was made in
order to limit your burden of general military expenditures in

China, because in the month of February alone U.S. Army expenditures

in China had already reached U.5.§59 million, if calculated at the



official rate. Of this sum, the equivalent of U.5.%9 million

in Chinese currency was secured by selling it to the Central bank
at the official rate. For the rest of U.5. Army needs for Chinese
currency in that one month, that is, GNEl billion, the Central Bank
of China advanced it and accepted U.S5.£25 million for its repayment,
which is at the rate of 40 to 1.

Since then, the National Treasury and the Central Bank
have advanced all the funds needed to cover expenditures of the
U.S. Ammy in China. Secretary Morgenthau has been very sympathetic
and halpﬁll in the negotiations for the settlement of the question
but he said the scope of posgibilities for the set*lement has been
limited by the estimate of U.S.$25 million per month which you have
indi cated. The monthly advances for U2, Army expenditures, however,
has been increasing since June. I shall leave it to your generosity
to settle this question in any way you deem fair.

I wish also to take pleasure to inform you that China has
paid for the food and lodging of U.S. armed forces in China for widch
no claim for repayment will be made. Had China's financisl condition
permit, we would be glad to pay all the expenditures of the U.S5. Army
in China without having to bother you for repayment. Unfortunately,
inflation has already gone so far in China that to continue to issue
notes without strengthening our reserve would threaten to break China's
battle line at the economic front and weaken our common war effort. A
satisfactory settlement of this question would strength China's currency
regerve and contribute to hasten our victory.

With warmest personal regards,

Sincerely yours,

[~



— L r — e —
f ] I

preal
iy Daywly 100

py L. de gtomnrt baie
— EXECUTIVE ORDER
MAKTNG CERTAIN METALLIC CADMIUN AVATLABIE FOR
THY USE OF YR ARRY ——, ., c w2d
4 xrEl
4.1-"?

WHEREAS the Procurement Division of the Treasury Depart-
mtmlmimwm,mhlﬁmo!hh
1939, 53 Stat. M1, stocks of metallie cadwium) and

WHERFAS the Chairman of the War Produetion Board has re—
ported to me that there is need for 400,000 pounds of metallic
cadmium by the Army;

WO¥, THEREFORE, by virtue of the authority vested in me
by section 4 of the sald aect of June 7, 1999, it is ordered as
followa:

1. The Procurement Mvision of the Treasury Nepartsent e
hh-nh;rnnullﬂ-illnn-lhﬂ-mmﬂ-- xz;&?
urhw,“ﬂm--rm-imimumh
mutually agreed upon between the Procurement Divisior and the
w,mmmu-uuum-mwmrhm
ment Mivision pursusnt to the said aet of June 7, 1939,

2, This order is confidentid and shall not be filed in
the DMvieslon of the Federal Replster, the National Arechives, or
published in the Federal Registsr or made publie in any manner wntil
expressly authorised by or at the direetion of the Secretary of War.

FRANKLIN D, ROQSEVELY

THE WHITE HOUSE
June 21. IH‘i



(Dffice of the Attorney General
WashingtonB.C.

June 15, 1944

The President,
The White House.
My dear Mr. President:

I transmit a revised draft of a proposed Exscutive order
entitled "Making Certain Metallie Cadmium Available for the Use
of the Army."

The mpoudurhritm.ﬂhdh:thuﬂldrﬂnofﬂu
War Production Board with the conocurrence of the Army and Navy
Munitions Board and the Procurement Division of the Treasury
Department. It has been considerably revised in this Department
in the interest of form and language but its purpose has not been
changed.

The revised draft of the order has my approval as to form
and legality.

8incerely yours,

Dmhaa;ﬁ&f foer lettzr from SA. 0”0""5@ /2= /3-6y
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TREASURY DEPARTMENT
PROCUREMENT DIVISION

WASHINGTON 125

OFFICE OF THE DIRECTOM

Mr, Hareld D, Smith

Director, Bureau of the Budget
Room 252, State Department Bldg,
Eﬂshmm, D. ca

Dear Sir:

Subject: Release of Metallic Cadmium

Enclosed you will find a letter dated June 5, 1944
from Mr, Donald M, Nelson, Chairman of the War Producticn
Board, addressed to the President, together with a pro-
posed Executive Order covering the release of 400,000
pounds of metallic cadmium purchased under Public Act 117,
76th Congress, which is now in the Treasury Department,
Procurement Division Stock Pile. The Treasury Depart-
ment, Procurement Division has no objection to the
issuance of the enclosed Executive Order,

v
A Walsh
Deputy Direc of Procurement

Enclosures

REGRADEDU UNCLASSw L)

b
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WAR PRODUCTION BOARD
WASHINGTON, D. C.

OFFICE OF June 5, 1944
DONALD M. NELSON H

CHAIRMAN

Hy dear Mr. President!

This letter is occasloned by the necessity of making avallable
to the Army for processing in the third quarter of 1944, 400,000 pounds
of metallic cadmium in order %o fulfill partielly & portion of the Army's
requirements for thie material for the yeer 1544,

At the request of the Army and Navy Munltions Board, the War
Production Board recommended on October 1, 1943, that 400,000 pounds of
metellic cadmium be made availsble to meet an lmportant requirement,
then contingent, of the Chemical Warfare Branch of the Army. The
reason for this request was the necesslty of having a certain omount of
this material available for processing into the finished product on
short notice should the need for using the finished product materialize.
Accordingly, 400,000 pounds of this materisl wae purchased under Fubllc
Lew No. 117 and is now stored in an Army areenal.

The Army decided recently to convert during 1944 metellic cndmium
into the finished product, etockplling the finished product rether than
the material itself. To carry out in part this decielon, the War
Production Board has now recommended and the Army and Havy Munitions
Zoard hee agreed that the 400,000 pounds of metallie cadmium purchased
under Public Law No. 117 be released so as to be made availeble for
processing in the third quarter of 1944, It is proposed, therefore,
that the necesssry cction be token to obtaln the release to the use of
the Army of the 400,000 pounds of this material now held in Treasury
Procurement etockpile. Arrengements satisfactory to the Procurement
Diviglon of the Tressury Department will be made to reimburee it for
the cost of the released material.

The Army snd Navy Munitions Board hes concurred in this proposal.

I enclose a draft of an Bxecutive Order which, I belleve, will
effect the desired mction.

Respectfully,

— u\“"t'\"‘-*-'{-“-‘“-—-/

. Helson

x 47156
Presidant
White House

losure , £ # WWEFM M I
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