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Dear Mr, President:

f =

THE SECRETARY OF THE TREASURY
WABHINGTON

|
b7

Under date of Aoril 26, 1940, Mr. Finsent, Financial
Counselor of the British Embassy, has provided me with the
followins estimates of United Kingdom purchases of food-
stuffs in the United States during the first year of wari

"iillion &
(f.0.b. values)
Mai ze 1.90
Other cereals « 11
Bacon and ham 1,32
Other meat 1,05
Lard, oleo-oil 1,13
Canned salmon - 92
Apples and pears « 80
Canned fruit 3.45
Dried fruit .88
Other foods F.1k4
Maigze starch (mainly
indusgtrial) 1l.02
13.33“

The above figures revige earlier estimates, made on
February 22, 1940, which were as follows:

"Cereals and cereal products 3.5
Hog products 2.5
Fruit L5
Canned salmon 1.5
Other 1.0

Sincerely yours,

N

Secretary of the Treasury.
The President,

The White House,
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THE SECRAETARY OF THE TREASURY
WARBHINATOMN ]

May 8, 1940 .4

My dear Mr. President:

I am inclosing herewith,
for your confldential Ainformation,
the lateat report on orders, de-
liveries and unfilled corders for

alrplanes and alrplane engines of
the Allled Purchasing Commisslon.

¥Yours sincerely,

i f

The Preslident,
The White Houae.
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VALUE OF AIRPLANES AND AIRPLANE ENGINES

PURCHASED BY ENGLAND AND FRANCE
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Estimated Value of Alrplanes and Alrplane Engines
Purcshased by England and France

{In millione of dollara)

15b0 : Peb, : Mar.

.

.

: April : May : June : July

*
it

v

Monthly New Orders:

England Lk 2%.3
France G.1 37.3
Joint -  1l06.6

Total 9.5 167.2

Lonthly Deliveries:

England 2.9 3.6
Frunce 1% 7 5.9
Joint - ~

Total 1,6 12.5

Total New Orders to Date:

England 137.7 1h2.1  1és,.k
France 258.5 263.6 300.9
Jeint - - 1lo6,k

Total 396,2 bLos,7 572.9

Totel Deliverlies to Date:

England 42,7 51,6 E5.2
France 51.5 93.5 1o2.b
Joint - = -

Total 130.5 1u45,1 157.6

Unfilled Crdsrs:

England £9.0 90.5 110.2
Franoe 176.7 170,1 1985
Joint - = 106.6

Total 265,7 2606 W15.3

Wreasiry Department, Diviaion of Reaearch and Statistics, Uay b, Ta.
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VALUE OF AIRPLANES

PURCHASED BY ENGLAND AND FRANCE
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Eatimated Value of Alrnlenea Puronased by England and France

(In millions of dollaras)

1540 E Feb, ; Mar, ; April ; Way ; June ; July
Monthly New Orders:
England 3.0 22,7
France b,2 12.9
Joint - 106, 6
Total Tat 40,2
Monthly Deliveries:
England 1.9 2.5
France £.3 6.1
Joint - =
Total 10,2 BT
Total New Orders to Date:
England 91,6 4.6  117.3
France 126.5 130.7 141.6
Joint - - 106.6
Total 21EK.1 225.3 365.5
Total Deliveries to Date:
England 33.5 35.4 38.0
Franoce k9.6 57.9 64,2
Joint - - =
Total 21,1 93.3 02,0
Unfilled Orders:
England 58.1 59.2 79.3
France 76.9 72.8 77.6
Joint - -  106.F
Total 135,02 132.0 263.,5

Treéasury Devcartment, Divialon of Aesearch an® Btatlaticza, ¥ay b, 1040,



VALUE OF AIRPLANE EWNGINES
PURCHASED BY ENGLAND AND FRANCE
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Entimated Value of Alrplane Engines Purcnased

by England and France

(In =illions of dollara)

.

; April ;

n "

19kg : Fob, : lar, : Moy June July
HMonthly MNew Ordera:
England 1.b o6
France .9 26.u
Jolnt - -
Total 2:3 27.0
¥onthly Deliverieg:
England 1.0
France 3.4 .
Joint o a
Total kb 3.E
Total New Créders *to Date:
England kg1 k7.5 Lg,1
France 132.0 132.9 1%59.3
Jolnt - - -
Total 178.1 1so.b 207,14
Totsl Deliverles to Date:
Eneland 15,2 16,8 17.2
Franae 2.2 35.6 .4
Joint - = =
Total L7.b 51,8 85,6
Unfilled Orders:
England 30,9 3.3 30,9
France 9.8 97.3 120,9
Jolnt - - -
Total 170.7 128.6 151.E

Treasury Deoartment, Divielon of Remearch and Dtatlstlcs, Way &, 1990,
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NUMBER OF AIRPLANES
PURCHASED BY ENGLAND AND FRANCE
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Humber of Ailrplanes Purchased by England and France

H H H H
Feb, : Mar, ¢ April : May : June
1 : £ $

July

ss sa a8

1840

e

Konthly New Orders:

Enpland - 204
France - .3}
Joint - 1,600

Total - 1,%85

Yonthly Dellverliens:

England 16 29
France 1ok 160
Joint - -

Total 120 189

Total Hew Orders to Date:

England 2,050 2,080 2,254%
France 2,085 2,085 2,106
Joint - - 1,600

Total Lot L,075 5,960

Total Deliveries to Datel

England 750 766 795
France 7ok a9 1,058
Joint - - -

Total 1,548 1,66L 1,853

Unfilled Ordera:

England 1,300 1,284 1,459
France 1,231 1,127 1,048
Joint - - 1,600

Total 2,51 2, b, 107




ol

NUMBER OF AIRPLANE ENGINES
PURCHASED BY ENGLAND AND FRAMNCE
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Humber of Alrolane Engines Purchared by England and France

. ] . . .

18bn ; Feb. 5 Mar, : April ; May ; June July

Monthly New Orderas:

England - Lg
France - 1,512
Jolnt - -

Total - 1,660

Monthly Deliveriea:

England L1 67
France 2173 268
Joint - -

Total 254 335

Total New Crders to Date:

England 3,893 3,893 3,941
France g,762 &,7838 10,ho0
Jolnt - - -

Total 12,681 12,681 1k, 7341

Total Deliverlea to Date:

England 1,284 1,325 1,352
France 2,140 2,353 2,621
Jalnt - - -

Total T3, 424 1,678 L,m13

Unfilled Orders:

England 2,09 2,568 2,549
France 6,648 6,435 7,779
Joint - - -

Total 9,257 9,003 10,328

Treaaury Department, Diviaion of Heaearch and Statistice, kay 6, 1900,



/Tl':l.!E SECRETARY OF THE TREASURY
' WASHINGTON

f

May 9, 1940

liy dear lir. President:

Through strictly confidentlal
gources, I have learned that the
Russian Government has stopped ex-
porting copper from this country,
for the time being, and has negotl-
ated a loan with the Chase Bank for
82,000,000 for two monthe, putting
up &as collateral 10,000 tones of copper
that they hold in the United States.

Yours sincerely,

The President,

The White House.
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TREASURY DEPARTMENT E

-\
INTER OFFICE COMMUNICATION \V

To Secretary Morgenthsu

FROM Mr. Cochran

\
DATE

-

May 10, 1940

Subject: Belgian, Dutch and Luxembourg assets in United States

The latest available estimates of Belglan,

in the United States are as follows (in millions of dollars):

Long-tern investments
Direct
Portfolio: Stocks
" ! Bonds

Others

Short-term investments
Belancesa: Official

" t Private

Gold under earmark

Total

Belgium

$ TL.0
35.0
7.0
8.0

2.9

180.8

173.1

$477.8

Hetherlands

$ 179.0
437.0
207.9

8.0

10.9

195.5

3ke.9

$1,386.3

*Long-term investment figures for Luxembourg are not available,

s

Dutch and Luxembourg assets

Luxembourg

$ 20.3

$ 20.3



Estima ted United States! Cleims Againet
and Investments In

Belgium and Netherlands

(In millione of dollars)

- e

Belgium ° Netherlands

Banking Funde

(as of 4/24/ko) $ &8 $ 5
Portfollio Investments
(as of 12/31/39) 30 -
Direct Investmente
(as of 12/31/36) 35 19
Total of known 1tems 8 73 $ 24
War Debt (1/31/L40) LT -
Treasury Department, Division of Way 10, 1500,

Monetary Research,



THE SECRETARY OF THE TREASURY v
WASHINGTON \ /
I

h}' lﬂ_, 1940.

MEMORANDUM FOR THE PRESIDENT:

Annexed is an Executive Order and Reguletions which smend
the outstanding Executive Order end fegulatiens relsting to
Danish and Norwegisn property so as to apply the same control
to Dutch, Belgian and Luxembourg property in this country. This
control, of course, also applies to the property in this country
belonging to the territories and possessions of the aforementioned
countries.

The documents have been cleared with the Attorney General.

 ar g

K Jéxs/%mjﬁ.fx —
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THE SECRETARY OF THE TREASURY

WASHINGTOMN

May 15, 1940

My dear Mr. President:

Tn view of my experience with
the Army during the last couple of
days, I am teking the llberty of mak-
ing a sugpestion.

Let General lMarshall, and only
General lMarshall, do all the testify-
ing in connection with the Bill which
you are about to send up for additional
appropriations for the Army.

Yours sincerely,

A 7K,

The White Houee.

The President,
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THE SECRETARY OF THE TREASURY
WASHINGTOMN ", k"’
_;/!/U ..l_-"'hl’: (
W

7
lay 15, 1940 A%
— e

My dear lir., President:

I am sending you, in strictest
confidence, a review of the Bowman
Elder case.

You will note that he has paid
us aporoximately $84,000 in gettlement
of his tax delinguencies.

Yours sincerely,

The President,

The White House.

.
=t




SERILTTY TONFIBENFAS

MEMORANDIUM

In re: Bowman Elder,
Indianapolis, Indiana.

Proposed Liebilities as shown by thirty-day letter:

Additional Taxes $156,937.22
Fraud Penalties 78,468.63
Interest (approximaste) 16,000.00
Total $251,405.85
Agreed Liabilities as the result of conferences:
Additional Taxes $74,921.02
Fraud Penalties none

Interest 8,860.60
Total $83,761.62
The additional taxes proposed for assessment in the

thirty-day letter were based upon the inclusion in income
of the following items:

1. Funds totaling $126,789.52 collected ostensibly
for the Hoosier Democratic Club as a "Slush Fund"
from various holders of permits from the State of
Indiena which emounts were not entered on the books
of the club nor accounted for by the club in any
manner. Elder admitted the receipt of such amounts
but could not or would not state what disposition

he had made of the money other than it had been

spent "for the general good of the Democratic Party."

2. A total of $117,500.00 withdrawn from the club
by means of false entries indicating that the
amounts in question had been paid to the Democratic
State Central Committee. The checks in payment of
such amounts were endorsed by the Treasurer of the
Committee and such checks or the proceeds of them
were turned over to Elder who admits the receipts
of such amounts. His explanation of these items

is the same as his explanation of the items covered
in the preceeding paragraph.

3., Ttems totaling $125,000.00 during the years 1936,
1937 and 1938 representing the best estimate of
funds collected by Elder for the "Slush Fund"™ under
the same circumstances as under labove except that
he did not admit them nor are they suceptible of
proof. In other words, Elder admitted that the
collections for the "Slush Fund" were $125,000.00,



and it was thought that the actual collections
were probebly twice as much as he admitted. The
amount of $#125,000.00 was included to cover such
amounts as he had collected but not admitted.

As the result of the conferences, the third ltem above
has been eliminated because it could not be established by
proof acceptable to the Board of Tax Appeals or the courts,

The fraud penalty has been eliminated because the
Bureau was unable to prove that Elder used any of the funds
in question for his personal benefit. Without such proof,
the Government was placed in the position of having to
sustain the assertion of the fraud penalties on the ground
that Elder had failed and refused to explain the disposition
made by him of the money coming into his hands. Under such
circumstances the prospects of success in the assertion of
the penalties were quite remote.

Assessment of additional taxes for the years prior to
1936 was barred unless fraud could be established,and for
the reasons given above the Government could not prevail on
the fraud issue;consequently, the additional taxes totaling
$9,006.88 for the years prior to 1930 have been eliminated.
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THE SECRETARY OF THE TREASURY
WASHINGTON 5

8 P.M.

——

My dear Mr. President:

As a result of your telephone conversation
to Mr. Purvis he and I have been meeting this
evening with Mr. Hinckley, Chairman of Civil
Aeronautics, and Mr. Hinekley has outlined to
us what the air transport plane situation 1=
and what the private plane situation is and I
am enclosing herewith 2 memorandum which has
been dictzted by Mr,. Hineckley.

Faithfully,

The President,
The Vhite House.

Enclosure.



MEMORANDUM

The air transport lines of our country at the present
time are operating approximately 300 planes. About two thirds
of these planes are of the Dougles DC-3 type. The balance is
made up of Lockheeds and the old Boeing 247 D's.

Every air tr rt operator in the country today has
unfilled orders e@?ﬁgﬁgfncturers for additionalrgnuipmgnt in
order to meet the ‘present traffic needs. If all of these
300 transport planes were taken out of use it would stop
immediately all air transportation in this country. It is
guestionable how valuable they would be in the present emer-
gency.

In the private plane field, there are from 50 to 76
private planes principal'y of the Lockheed type, omed and
operated in the main by oil companies. These plaznes are the
ten passenger type. These as well as the air transport planes
would be useful only for transport purpcses. In addition to
this number of planes in the private fielcds that could be used
for transport purposes there are probably an additional 50
planes grouped generally as Beacheraft, Vultees, Grumman and
Stinsons that have a passenger capacity of from two to six
passengers, none of them with enough speed to be of any militzry
value and of such general characteristics that the hazard to
the manpower that would be necessary to operate them would be
too great to give them any serious consideration.

The alir transport operators that have orders with
manufacturers that are not now delivered misht be prevalled
upon to waive these deliveries, 1f these planes would be of
any great value at this time.

As an estimate, there will be delivered to air trans-
port operators within the next 90 days 30 to 40 Douglas DC-3's
and other types of Lockheeds,

M?MC""‘]



May 20, 1040,

MEMORANDUY FOR SECRETARY OF TREASURY FR'M THE PRESIDENT
For his information and returh for our appt file.

o Wasg 16, 19 Vg
Encloses conf memo from Jerome FrankiSusresting Floyd
Odlum for some importent nositicn--mentiens ¥et'l Tower
Polioy Committee ¢s5 & rood ~lsce for him.

See:Appointment folder-Drawer 2-1540

>
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THE WHITE HOUSE
WASHINGTON

Mu}' = 2_1 [l 194{] -

MEMORANDUL FOR

SECRETAFRY LORGENTHAU:
To spesk to me about,

FsDoEe

Dispatch received from Kennedy dated

May 21 to Secretary of State.

Gives a summary of what "we should not

do in our rearmament program if we want

to avoid the mistakes which I have seen
the British make. Lists five suggestions®

FDR/4 ]



THE SECRETARY OF THE TREASURY

WASHINGTON

May 25, 1940
_‘_'__-‘q__

My dear Mr. Presldent:

It glves me sgreat pleasure to enclose herewlth
conies of statements showlang mirplans orders and
deliverles to the British and French Covernments
from May 16 to May 22, 1940, and charts showing
scheduled deliveries throuch December, 15941,

This material was compiled by the Treasury
Department on the basis of figwres submitted by
the Anglo-French Purchasing Board,

id W;WQ\

The President,

The White House,
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Fumber of Alrplanes Ordered by the British and
French Oovernments from May 16 to May 22, 1940,
Classified by Manufacturer and by Type of Flane

@lenn L. Martin Co.

Martin 187 reconnalssance bomber L80 -

Douglas Adlrcraft
DETB 2-engine bomber 215

Boeing Alrplans Co.
DET3 bomber 215

Lockheed Alreraft Corp.

P38 pursult g00

Total All Companies 1,830

Treasury Departsent, Division of Hesearch and Statistics.
May 23, 1940.

Source: Anglo-French Purchasing 3oard.
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Number of Airplanes Delivered to the British and
French Governments from May 16 to May 22, 19%0,
Classified by Manufacturer and by Type of Flane
Glenn L. Martin Co.
167F 2-engine bomber 12
Curtise-Wright Corp.
Hawic T5A5 pursait -_'-".1
Borth Amesrican Aviation
NAGY basic trainer 12
Douglas Adircraft
DBE] 2-engine bomber 10
Lockheed Alrcraft Corp.
El4 2-engine reconnaissance bomber w
Total All Companies 2

Treasury Department, Division of Hesearch and Statistics.
May 23, 1940,

Source: Anglo-French Purchasing Board.
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Bumber of Airplane Engines Ordersd by the Britigh and
French Governments from May 16 to May 22, 1940,
Claseified by Manufacturer and by Type of Engine

Wright Asronautical GCorp.

GR2600 (1700 h.p.) 1,824
Allison

V1710-C15 (840 h.v.) 2,288

Vi710-B4 (84 h.p.) 206

V1710-F3R (840 h.p.) £15

Total Allison 3,369

Total All Companies 2!122

Treasury Department, Division of Hessarch and Statistics.
May 23, 19k0.

Source: Anglo-French Purchasing Board.



Number of Alirplane Engines Delivered to the British
and French Oovernments from May 16 to May 22, 1940,
Claseified by Manufacturer and by Type of Engine

Pratt & Whitney
R985- SBUG ( 825 h.p.) 2L

H1B30-5030 (1050 h.p.) 5
R1830-83C4G (1200 h.p.) 9
R1830-81013 (1200 h.p.) 2
Total Pratt & Whitney ko

Wright Aeronnutical Corp.
GR1820-G1024 (1200 h.p.) 4
GE1520-0205A4 (1200 h.p.) 33
GR2600 (1700 k.p.) 12
Total Wright Aeromautical Corp. ks
Total All Companies 89

Treasury Department, Division of HAessarch and Statistics,
May 23, 1940.

Source: Anglo-French Purchasiag Board.
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THE WHITE HOUSE
WASHINGTON

SCHELDRIRI AL,

R R R TSR SRS SRR

_May 39, 1940,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

In this matter of Ernaest
Feldler, who is in charge of the
Opinion Section of the General
Counsel's Office of the Treasury
Department, I do not helieve in
taking ohances and it is merely
unfortunate for him that he seems
to -have been caught in the web
of his personal opinions. We
cannot Rava.suoh people in high
places, If you do not want to
discharge him, send him to some
offios in the interior of a -
Southern State, and, at% %the same
time, have some trusted person
in such office repori to you
confidentially on what he says
and does when he gets there.

In regard to Cairns, I
suggest you tell him the story
after Feidler has left, but
not until then, and tell Calrns
frankly that we have heard that
‘his wife is extremely pro-German -

stopping there.

F. D. R



Ernest Feidler is in charge of the Opinion Sectioa of the
General Counsel's Office of the Treasury Department, acting
under the immediate supervision of Huntington Cairns, who is
an Assistant General Counsel in the Treasury. Cases involving
a construction of the Neutrality Act of 1939 adminiztered by
the Treasury Department, principally section 2 (c) of that act
relating to the transfer of title requirements, come before
Feidler and Cairns for decision. Uurinz Cairns' absence
Feidler acts in his stead as Assistant General Counsel.

From the very inception of the administration o the
Neutrality Act Feidler has given every indicetion of g
disposition to construe that 4ct so as to bring about a
result which is wholly contrary to the policy of the
administration of assisting the democracies.

Shortly before the war began I discussed the prospects
of war with several Treasury people (including Feidler) and
I expressed my own conviction in no uncertain termc that an
Allied defeat would be disastrous from our standpoint and
that German domination of Burope would be calamitous for the
United States. TFeidler dissented heartily from this view.

After the Neutrality Act was passed conferences were
held at the Trezsury and certain shipping interests were
pressing for a ruling with respect to transfer of title
requirements and these interests attributed their haste for
a ruling to the necessity of obtaining clearance for the
vessels in time to permit them to join a British COnvoy.
Feidler remarked to one of the persons present at the
conference "What the hell €o we care if they nmiss the
convoy. Ve are not here to help the British enforce the
convoy system."

while instructions and rulings were in the process of
Preparation immediately after the enactment of the Neutrality
Act every horrible example cited by Feidler of danger to
United States vessels involved their being sunk by British
warships, whereas the rest of the conferees were talking
of Germag submarines as being the potential wvillains.

Where questions of interpretation of the Neutrality Act
have arisen from time to time Feidler has always been found
to argue for a result which will be injurious to the Allies!'
cause by imposing a requirement for a transfer of title



wherever possible. As an example of Feidler's attitude in
this regard, he was firmly of the view that a transfer of
title was required for dunnage used for propping cargoes
on vessels destined to belligerent ports for sale there.
Fortunately Judge Townsend of the Department of Justice
adopted a contrary view, and a ruling was prepared in
accordance with Judge Townsend's views.

Another example of Feidler's attitude is his firm
conviction that the De Gaussing of vessels in United
States ports was not permissible.

A third example of Feidler's attitude came to my notice
recently regarding the application of the statute under
which the currencies, credits, and securities of lNorway,
Denmark, etc., were frozen by executive order. Feidler, I
em told argued that the statute was not applicable to
foreign securities and if his view had prevailed the
effectiveness of the executive order would have been
greatly impaired.

The foregoing examples are merely a few of the many
instances which have arisen during the past eight or nine
months which clearly indicate an approach to neutrality
problems by a person who is ™neutral against the allies™.

It may be stated that Feidler is a strong personality
and possesses considerable ability. These-qualities result
in his exerting an influence on persons of less ability and
independence of thought in deciding neutrality questions
not only in the Treasury Department but also in other
Departments since there is a free interchange of views by
the Departments administering the Neutrality Act.

Obviously when the Neutrality Act is construed by a
person of Feidler's predilections, the beneficial results
which were intended to flow to the Allies from that Act
are materially diminished,



I am not in a position to give very definite information
with respect to Feidler's superior, Assistent General Counsel
Huntington Cairns. I do know that at the time the COLULRBUS
was scuttled Cairns felt quite upset and remarked "God help
the United States if Germany wins the war", indicating that
he thought that the United States was instrumental in the
British knowing of the location of the COLUKBUS end that
Germany would take punitive action. '

I am told that lirs. Cairns is extremely pro-German, and
this factor undoubtedly influences her husbend's views.

Cairns has not shown any disposition to resolve doubtful
guestions of construction of the Neutrality Act in a manner
fevorable to the Allies.

I am also informed that although Cairns expressed the
opinion that the De Gaussing of vessels in United States ports
was permissible, he stated that he hoped that the final
decision would be not to permit De Gaussing to be done.
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THE WHITE Housg "

WASHINGTON \P 1, /

June 3, 1940, £t

UEMORANDUM FCR
GENERAL WATSON
Where did this come
from? If you do not know,

file it in our confidential
files,

T D B,

o dec. ;
frastr

V



Estimates for

50,000 PLANE PROGEAM

DISTRIBUTI
Navy Army Zotels
Trainers 3,500 1kL,000 17,500
Tactical 10,000 22,500 32,500
13,500 36,500 50,000
ATRPLANES
Navy (without engines) Number Total
Trainers 34500 $ 149,000,000
Tactical 10,000 675,000,000
13,500 ¢ 724,000,000
Army (without engines) Yumber Total
Trainers 14,000 $ 231,500,000
Tactical 22,500 1,417,800,000
36,500 §1,649,300,000
Total 50,000 $2,373,300,000
ENGINES
Fover Range Bavy Army Total Total
1,500 = 2,000 h,p. 11,600 25,600 37,200 $ 651,000,000
1,000 = 1,500 h.p. 4,900 17,100 22,000 26L, 000,000 .
200 = 600 h,p. 10,650 29,000 33,620 178,425,000

Total 27,150 71,700 96,850 $1,093,425,000



Oost Summary
Yavy planes $ 724,000,000
¥avy engines 309,725,000
Totel Navy requirements §1,033,725,000
Army vlanes sllﬁugljmlm
Army engines 63,700,000
Total Army requirements $2,433,000,000
Orand Total $3,466,725,000

May 28, 1540



THE WHITE HOUSE
WASHINGTON

ASBORET

June 4, 1940,
-Mr-- — - =

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Can you hurry this up?

r'l D- R.‘

Dispatch from Ambassador
Bullitt in re requeet for Thompecn
gub-machine guns.



i

THE SECRETARY OF THE TREASURY
WASHINGTOMN

iy dear lr. President:

8ince having lunch with you yesterday, the
fellowlng information in regard to the Allison en-
g£ine hag been brought to my attention, which 1is in
contradletlion to the information which I gave you
at lunch.

I had a talk with Mr. O. E. Hunt, Chief En-
gineer of General Mctors, thle morning and told him
that I hoped that General lotors would begln soon
to take this Allison situntion seriocusly. Up to
now, I gather, Mr. Hunt has hed very little to do
with the Allison motor, but he gave me his personal
asgurance that from now on he intends to concentrate
en the Alligon motor until he has corrected the seri-

ous defects.
W‘"‘“Q

Yours eincerely,

The President,

The hite Housge.



TO

SONFOENTIAE

TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

pate June 4, 19lp

Becretary Morgenthau
Dr. George J. Mead
The two Alllson englnes which were run respectively

at Dayton and Indianspolis with a reduced power rating of 950
hp. lnstead of the contreset reting of 1090 ho,, completed 50
hours as reported to you on May 31. Based on the commletion
of theee teete, it seemed reasonably rafe to release englnes
for production at this reduced reting. In view of the larpe
number of fallures in the past, however, it was thought desirable
to take two additlonal stens: first, to tear dovn both englnes
completely and make a thorough examination of the partse, and
secondly, to continue the tests of these engines, if found to
be in good condition, to 1C0 hours each, Yesterday afterncon

—

the tear-down reports becane pvaillable and it wes found that

the Dayton engine had two eracked connecting rods and that one

of the nfaﬁﬁéﬂﬁff Eaafinrsuﬂﬁﬁ”fniied. whiie tEP Indianarclis

engine had a fallure of the superch:rier drive at 16% hours,
vhich required a penalty run, making a total of 70 hours on the
englne vhen dlsassembled for final inspection. At that time

the followlng mein castinge were found cracked: the reduction

—

gear housing, the crankcase and the acceassory houseing. These

fallures throw an entirely different 1light on the situation and,

in view of them, I called Mr. S8loan immediately with the result

SOMFHRENTIAL



argenthau

Hunt, the o
lscuss a pro
y possible.
1 o actlon 1]

or ineer af [ ne r: -|_ ate u-, 1g
I of correctl the troubles in
I .I.ﬁ'l'l_ f vinge you .! t B 8 n BB
8 been determined.

,_ga,,_\, %.’mm
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Resp'y forwarded to the President, \t}"
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OFFICE OF
THE SECRETARY OF THE TREASURY

Jdune 7,.0980

TO3: General Watson
FROM: Lieut. D. E. MeKay

The Secretery asked me to send this

over for the Presldent's information.

LEH



TREASURY DEPARTMENT
WASHINGTON

June 7, 19.40.

MEMORANDUM FOR THE SECRETARY:

The Italien stesmer EURU, after loading a cargo
of screp irom in gulf ports, put into Newport News for
bunkers and sailed from Newport News for Italy June 2nd.

Thie veseel returned to Newport News this morning.

[Deip hama



THE WHITE HOUSE
WASHINGTON

o

June 6, 1840,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

I am delighted to have that
1iet of eurplue ma teriel whioh is
"ready to ro}l*. Oive it an extra
push every morning and every night
until it is on board ehip!

F. D. R.



F [

6-5-40
V

For the President THE TREASURY

BTOMN

E.M.W.

June 5, 1540

-

SN ENTFHAL

Yy dear General Wetson:
I am inclosing herewlith a memorandum which
I would sppreciate your readinr yourself and then

utting 1t in the hands of the President.

To get thie surplus material cleared hes been
one of the moat dAifficult undertakines and I am
pleceed to be able to report that at last the ma-

terlel 1s rolling.

Tourse gincerely,

/A

Genersl Edward M. Watson,

The White House.



G-4 6=3=40

ORDMANCE MATERIEL TO BE RELEASED FOR SALE OR EXCHANGE

Condition (Estimated)

Unit
Cuantlty Item Snles Price Serv, Unserv,
1,157 Cal..30, Lewis mach, gun, ground, M1917 § 33.92 18% g2%
7,071 (Cal.,30, mach, gun, Vickers, ground type 131,23 43% 57%
2,602 Cal..30, Marlin tank machine gun 74,35 67% 334
15,638 Cal..30, Marlin airer. machins gun 23.16 94% g4
§,124 Cel,,30, Vickers airer, machine gun az.e2 70% 504
32,040 Cal,.30, Lewis mircraft machine gzun 33.92 4% 667
10,000 Cal..30, Browningz machine gun M1917 215.49 Unmodified
25,000 Cal,.30, Browning auntomatic rifle M1918 60.76 Unmodified
500,000 Cal..30, Rifle M1917 (EZnfield), used 7.50 Serviceables
595 75 mm Field Guns (British) 1,527.60 Sarviceable
308 2" Stokes Trench Mortars 12.50 Serviceable
100,000,000 Rounds Cal..30 Ball Ammunition - per M 30,00 Deterioratad
20,000 Cal..45 Revolvers 7.25 Serviceables
1,000,000 Rounde 75 mm H.E, Shell 10.45 Deteriorated
10,000,000 Lbs, THT (per pound) .16 Deteriorated
8,693,000 Lbs. Smokeless Powder (bulk) for 155 mm
Gun (per nound) A2 Deteriorated
1,000,000 Lba, Smokeless Powder (bulk) for 155 mm
How. (per pound) .42 Deteriorated
97,680 Rounde Shall H,E, for 3" Stokes Mortar 1,28

ADDITIOMAL ITEMS ADDED BY CHIEF OF ORDNANCE 6-4-40

Accessories for Browning Machins Gun 15917

100,000 Amminition Belts 1.81
100,000 Ammnition Chests 2.60
10,200 Water Chaats 12.90

10,000 Steam Condensing Device 1,96

48,69

26,00

3,333 Belt Filling Machines
10,000 1918 Tripods

Accessories for Browninz Automatic Rifle M1918

1,000,000 20-Round Magazines .95
Accessories for 75 mm Field Oun (British)
600 Calssons 125,00
600 Ceisson limbers 75.00
NOTE: All prices are "as is" and "where is", exclusive of packing, handling,

and shipnins charges, Any reconditioning mist be effected without expense
to the U, 8, Covernment subsequent to sale and removal from War Department
denotes rnd by non-War Department agencies.



THE SECRETARY OF THE TREASURY
WASHINGTOMN

June 4, 1940
_-—"-"---J___'_-_

My dear

s
Mr. President: A

L)

Ur. Francis Biddle, lr. Sumner Welles, Gen-) 33
eral Marshall, Mr. E4 Foley, Mr. Philin Young and W
I went into a seasion at four o'clock Hondny nfter- \

noon in regard to the gale or exchance of surplua
war materinls to corporations in this country for .

resale %3 fhe Allied Purchasing liission., After an
fiour and a quarter the meetins adj)ourned to Iir. Foley's
office where 1t continued until after midnicht.

I am pleased to revort that we were finally
able to wet a ruling from the Attorney General cov-
erins this sublect and I am inclosing a cony herewith.

This morning at 8:45 the Solicitor General,
Hr. Foley and !Ir, Youn: called on Secretary Woodring
and General srshall and I am pleased to report that
the matter 12 finally settled so that the War Denart-
ment can go ahead and dispose of ite surolus and un-
serviceable war materials.

I telephoned Mr. Arthur Purvis tc fly down
immediately to Washington and he is to arrive here
momentarily to go into a conference with the War De-
partment sc that telegrams can go out tonight to the
varlous Army depots, starting the materiel on its way
to tlie Atlantic seaboard.

Yours sincerely,

The President,

The White Housge.



OFFICE of the ATTORNEY GHEVERAL

Weshington, D.C.

June 51 1940.

The Honorsble,

The Secretory of War,
My dear Mr. Secretary:

You have requested my opinion whether and under what conditions
the War Departrent mey without cdvertisement sell or dispose of by
exchenge to privete corperstions or imdividuale the materiel set out
in two lists submitted by yous

The materiel listed consists of esupplies for the use of the
Wer Department. All of such supplies which were owned by the Govern=-
ment on July 11, 1919, and which heve been or may be declared to be
surplus, may be sold by the Secretary of War under the provielons
of the act of July 11, 1919 (41 Stat. 104, 105), which reads in pert

as Tollowe:

™het * * % the Secretary of War be, end he 18
hereby, suthorized to sell any surplus supplies in-
eluding motor trucks end sutomobiles mow owned by and
in the possession of the Government for the use of the
Wer Department to * * * any corporeticn or individual
upon such terms as mey be deemed best."”

The provision that such surplus supplies may be sold upon Buch

terrs as may be deemed best™ undoubtedly glves the Secretary of War



-

power to sell without advertisement. American Seles Corporstion v.
United Stateg, 32 F. (2d) 141 (C.C.A. 5th 1929); cert. denied 280
U.8. 574.

The act of July 9, 1918 (40 Stat. 850), as amended by the act of
February 25, 1919 (40 Stat. 1173), limits the ssles of guns and
ammnition to other departments of the Government, to certain foreign
states or governments, and to certain specified associstions; but the
act of July 11, 1919, suprs, supersedes these provisions as to sup-
plies on hand on July 11, 1919, including guns and ammunition, if
they are at any time declered to be surplus. Once such supplies are
determined to be surplus, they may be sold under the act of July 11,
1919. Georgle Wholesale Co. v. United Stetes, 8( Ct. Cl. 150.

A8 to exchange of ammunition, the act of June 1, 1926 (ec. 435,
44, Stat. 680), providest

"That the Secretary of War be, end he i hereby,
authorized to exchange detericrated and unserviceable
ammunition and components thereof for eammunition or
components thereof in condition for immediate use.™

Under this statute the Secretary of War may exchenge any deter-
iorated and unserviceable ammunition for other useful ammunition or
components thereof without advertisement. All that is necessary to
protect the Government's interest is the ascerteinment of the fair
value for the exchange. This ascertainment of fair value may be
arrived at through an appraissl and the obtaining of an exchange val-
ue of not less than the appraised value, A determination thus made
would not be subject to review.

Respectfully,
(S8igned) Francis Biddle

Acting Attorney General.



June 13, 1840,

Dear Betty:~
I think you will like to see thie.
Flease have a copy of 1t made and "By direction
of the President” place 1t with your record.
Flease send me back the original for
my files.

Always sincerely,

lh.ln:l Harold R. Stark,
of Naval Op-l"l'ltlmll,

-&ma

(Enclosure) Letter to the President, dated June 11, 1940,
from the Secretary of the Treasury in re meeting
to discuss giving the Allies bombs,



THE CHIEF OF NAVAL OPERATIONS \(u‘ |V
WASHINGTON N

12 June 1940

Dear Mr. President:

I am perfectly delighted over
your note and its enclosure. To us it was
all in the day's work.

I will let Towers, Furlong, Noyes,
Brainard and the rest who made this possible,
know of your and Mr. Morgenthau's thoughtfulness
and I know how highly pleased they will be.

Sincerely,

The President,
The White House,



THE SECRETARY OF THE TREASURY
WASHINGTON

June 11, 1940

SO T T T

th, Secretary Woodring,
11 S3tark met with Treas-

lly dear lir. Prealdent:

-

Sundny night, Tu““ 9
General larshall and Adnira
ury officlials and nyfﬂi“.

When the meeting started, 1t had been the
intention of the Navy only to mive the Allles G2
1,000 pound bonmbs. I showed them your teleg
and inelsted that the Allles be glven Y50 bombe
Admiral Stark reedily agreed to thie.

londay morning, 180 bombs moved out of York-

town, Virginla, for Rousesa FPolint. I vag informed
"ﬁ;,.f were having difficulty with the movement of

is shipment and I immediately got in ﬁcdch with
Johin Felley who rromised me that he would run thie
u“_}nﬁrh throurh at passenger schedule. The rest
of the bombe are coming from Hawthorne, Neveda, and
John Pelley has alsc promised that this movement
willl be exnedited. The lagt I heard the point of
destination was New York.

r'f

All but 30 of the fuses necessary for these
bombe are coming via destroyer from Panama and the
30 which were in San Franclsco are coming by Navy
alr transport shio,

Admiral Stark has been moet cooperative, not
only in the massembly of the 50 planes at Buffalo,
which wae done in record time, but algo in working
out the formula for the exchange of the bombs and
fuses with the manufacturers.

This completesg this migseion.
Yours si rel ‘;QI

O st _

=

he Prealident,

e 1
ne Wnite House.
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JOINT FESOLUTION

To amend Public Resolution Numbered &3,
approved June 15, 1940, entitled "Joint
regolution to authorize the Secretaries
of War and of the Navy to aseist the
governments of Americsn republics to
increase their military and navel es-
tablishments, and for other purpcses"”

Resolution Numbered 83, approved June 15, 1940, entitled "Joint

resolution to authorize the Secretaries of War snd of the Navy
to mesist the governments of American republies to inerease their
military and navel establishments, end for other rurposes" be,
end is hereby, amended to read as follows:

Section 1. The President may, from time to time, when he
deems it in the interests of the netionsl defense, authorize the
Secretary of Wer, the Secretary of the Ravy and the head of any
other department or agency of the Government coucmnd,_ &ny other
law to the contrery notwithstanding, to: manufecture in ersenals,
factories or shipyards under their jurisdiction, or otherwise
procure, any weapon, ship, boat, aircraft, mmitions or eguiyment
or component parts thereof, or machinery, tools, or material or supplies

necessary for the manufacture, servicing or operation thereof, or



any other artiele or commodity needed for defense, on behalf

of the government of any American republic, of Great Britain,
Greece, Chins or amy other country whose defense against the
forees of foreign sggression the President deems to be related

to the defense or welfare of the United States; to sell, transfer,
exchange, lease, lend, or ctherwise dispose of, to amy such
government amy such erticle, or like article which the United
States now has or hereafter aequires, upon such terms ns the
President mey deem satisfactory, including, but not limited to,

n sale, transfer, excheange, lease or loan providing for poyment
or repsyment in kind, or property, or for any other direct or
indirect considerstion or benefit to the United Stutes which the
President may deem satisfactory; to test or prove smy such article
prior to disposition or delivery to amy such government; to repeir
any such article, and otherwise to treat amy such erticle as if

it were for the use of the United States, on behzlf of anmy such
government; and to commmicate to amy such government plans,
specifications, or other information relating to any such crticle;
Provided, however, that no such treunsaction shall be entered into
in wvioletion of international law as interpreted by the Department

of State: And provided further, that no action shall be taken
hereunder which shall be inimienl to the defense or welfare of

the United States.



Section 2. In coarrying out the trenssctions authorized
by section 1, the Becretary of War, the Secretery of the Nevy
and the head of amy department or egency concerned ere suthorlszed,
in their discretion, and provided that it be not inconsistent
with sy defense re uirements of the United States or its
possessions, to commmicate or transmlt to the government of
any country to which section 1 is applicable, end teo any duly
euthorized person for the use of any such government amy informa-
ticn perteining te any article, therein referred to, for the
use of such government in using any such artlcle, or menufacturing
such article within its owm jurisdiction, and to export amysuch
srticles and informution for the use of any such government.

Section 3. All contrzcte or sgreements mode for the
dispogition of any erticle or informetion pursusnt to sectlon 1
shell contain & clause by which the foreign government undertszkes
not to trensfer title or possession of such Ir:t-ir:lu or informetion
by gift, sele or otherwise without the consent of the Secretary
of Vinr, the Secretary of the Navy or the head of the deportnent
or sgency concerned.

Section L. The Secretery of Wer, the Secretory of the Nawvy
or the head of the depurtment or agency concerned, as the case
mey be, shall when emy such erticle or informution 1s exported
immediately inform the department or agency designated by the
Precident to sdminister section & of the Aot of July 2, 1940
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(54 Stat. 1090), of the quantities, charscter, volue, terms
of dispesition and destinetion of the articles and information
g0 axported.

_ Section 5(2). There is hereby authorised to be ap-ro-
priated from time to time, out of any moneys in the Treasury
not otherwise appropriated, such amountsz &= may be necessery
to ecarry out the provisions and accomplish the purposes of
this joint resolution.

(v) All moneys, and all property received from any govern-
ment to which section 1 applies and which is converted inte
money, ehall revert to the respective aprropriation or appro-
priations out of which funds were expended in scquiring the
article for which such considerstion iz received, and such
moneys shall be awnilable for expenditure for the purpose for
which such expended funds were cporopriated by lew, during the
fiscal year in which such funds are received and the ensulng
tiscal year.

Section 6. The Secretary of War, the Secretary of the
Nevy 2nd the head of the department or agency comcerned shall
in all contracts or agreements ifor the disposition of any such
erticle fully protect the rights of all citizens of the United
States who have patent rightse in and to any such article which
15 hereby authorized to be disposed of and the payments collected

for royalties on such patents shall be pald to the omersend
holders of such patemta.



Section 7. 'he Secretaries of War snd of the Navy are
hereby authorized to purchase erme, ammunition and implements
of war produced within the Jurisdiction of amy country to which
section 1 is applicable if such urms, ameunition and implements
of war cannot be produced in the United States.

Section 8. The President may, from time to time, promilgate
such rules and regulstions, not inconsistent with law, as mey be
hecessary and proper to carry out ony of the proviszions of this
joint resclution; and he may exercise any power or authority con-
ferred on him by this joint resolution through such department,

agency or officer as he shall direct.



GEMERAL COUNSEL
TREASURY DEPARTMEMNT

Interim Plen

Pending the encctment of the proposed Jeint resclutiem
authorizing the placement by the United States of orders on behalf
of foreign governments and leasing to foreign governmente the
articles so ordered, the following interim plen can be used for
(1) The expension of productive facilities for defense materlel;
end (2) The procurement of such materiel.

(1)
Expansion of Production Facilities

The R.F.C. and the War snd Nevy Deportments presently
have funds nveileble for the expension of defense production. The
R.F.C. has & revolving fund of £1,500,000,000 for such purposes.
Of this emount epproximately £400,000,000 is probubly still avell-
able.

By = recent decision of the R.F.C. to reduce the tcke
out cbligetions of the War snd Nevy Depertments sbout £40,000,000
more has been made availeble to these depertments for defense plant
expension. In addition to other plant expansion funds which these
depertments still have availsble, further funds for this purpose
could be mede svnilsble by relessing a1l R.F.C. tzke out funds which
have been set nside by Army end Navy.

There would appesr to be ample funds for the sdditional
plent expansion program. If any more funds become necesscIy, the
note issuing power of the R.F.C. could be incressed by the amount
necesssry to accomplish this objective.



For the actusl placement of additional orders the
Ver Department has available: (a) $60,000,000 for the procurement
of airereft, aircraft engines snd aircraft perts; and (b)
$430,000,000 for the procurement of ordnance items. The War
Department is prepered to meke these funds available for the
foregoing purposes, instead of using them, for example, for April -
June 1941 maintenance of aircraft, with the idea in mind thet the
War Department can get further appropriations later for such
maintenance and similar purposes.

In all probability, the Navy Department can meke similar
funde avallable.

By spreading the procurement orders with these funds
and dovetailing them with plent expansion, the program can be car-
rind forward so that the necessary deliveries can be made as soon
as the proposed joint resolution is enacted.

E-ZL,
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THE WHITE HOUSE
WABHINGTON

June 1‘. 1840,

MEMCRANDUM FCR
THE SECRETARY OF THE TREASURY

Yes, I think the NORTHLAND
should be equipped with armament
before going to the west coast of
Greenland.

Please show this to the Navy
Department and request them to give
this job priority.

F. D. R,



THE SECRETARY OF THE TREASURY
WABHINGTON

June 18, 1940

MEMORANDUM

TO: The Prasident
FROM: Secratary Morgenthau

The State Department has requeasted that we send
a8 cutter with Consul Penfield as a passenger up the east
coast of Greenland to two ports, Angmagssalik and
Scoresby Sound, which are respectively 400 and 860 miles
north of Cape Farewell., Ice conditions will not permit
any cutter to get in to either of those ports until about
the middle of August, =nd conditions even then mnke it in-
advisable to send any cutter other than one especially
bullt for Arctic work. The only vesael of this type we
have 1s the NORTHLAND, now at San Franciseo., The NORTHLAND
is being ordered to proceed to New York as soon as possible
and should arrive about the middle of July.

The only armsment on the NORTHIAMD et present is
a single 4-inch gun. It spems to me highly desirable that
for this mission the NORTHLAND be equipped with srmament
generally similar to that with which the GEORGE W. JOBELL
was equipped for her voyage to the west coast of Greenlend.
Since the time schedule will permit only sbout a week's
delay, if we are to equip the NORTHLAND in this manner it
will be necessary that you direet the Nevy Department to
give the Job priority at whatever yard they may selsot
for the work., The matter will be most urgent if ¥avy should
decide that the work should be done at Mare Island.

S el
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THE SECRETARY OF THE TREASURY

WARSHINGTON tjr‘
June 25, 1940 Lp’pf[/
X

[

My dear Mr. President:

I em sending you herewith lr,
J. Carlton Werd's first report with refer-
ence to the French aireraft engine indus-
try.

I have furnished copies to the
Chief of Staff, Chief of Naval Operations,
and lr. Knudsen.

Yours sincerely,

The President,

The White House.
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Paris, June 4, 1940,

FIRST REPORT WITH REFERENCE TO FRENCH AIRCRAFT
ENGINE INDUSTRY.

AS you probably know, we were unable to disembark
at Glbraltar a week ago last Saturday, on May 25th, as
had been planned. Everything was in resdiness for our
trip through Spain to Paris; but the ship was asked to
elear through to Italy wlithout subjecting itself to the
usual control and there wasz, therefore, no opportunity
to land. We, therefore, arrived in Paris on Wednesday,
the 28th, on the morning train from Genoa without inoi-
dent.

We at once held a meeting with Colonel Mény, Under
Jeoretary for Alr, during which we discussed the problem
before us, Colonel Mény stressed two aspects of the
problem: (1) insufficlent quantity of motors, (2) need
for improving quality, and stated that they were equally
importent. He referred to the fact that they were able
to assign two pllots to one of the Curtiss planes with
the Pratt and Whitney engine, whereas, dus to difficulties
with equipment, one plece of French equipment did not take
oare of one pilot to the fullest extent. He then outlined
the fact that they had standardized in France on the
manufacture of the Gnome-Rhdne, in the air-cooled field,
and the Hispano-Sulza in the liquid-ccoled fleld. They
apparently give great welght to the air-cocled engine
due to ite lesser vulnerablllity, and thelr program
places more emphasis on this type. The current pro-

duction he gave as 800 Gnome-Rhine motors per month
and
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and 300 Hispano-Suize motors per month. Their plans
were to get up to 1900 Gnome-Rhbne motors per month
and 1300 Hispano-Sulza motors per month before the
middle of 1941. He considered the various categories
of training engines to be relatively unimportant,
These included Renmult and Salmson,

With the situation at the front, the pmeed for
ipnereased production at an early date was stated to
be most urgent. The Gnome-Rhfne program includes
production in the parent plant in Paris, on Boulevard
Kellermann, with a forge shop and foundry in Genne=
villiers, and a new shadow factory belng bullt at Le
Mans, approximately 125 miles out of Paris, together
with the production of the Government-owned faectory
SNCM (formerly Lorraine-Dietrich, alsec in Gemmevilliers).
In addition, the research facilities have been put in
a new location, separate from manufacturing. Engine
testing 1s also to be done in a separate location,
and both are in the vieinity of Paris. Likewlse,
they have worked out a system of alloocating certain
parts to the various automobile factories for separate
manufacture with the thought of assembling them at
thelr underground assembling station, and this pro-
gram is stated to be under way. This should be veri-
fied by later inspeotion.

It was stated that the Alr Ministry is more con-
cerned with getting an immediate inorease in the pro-
duotion of the Hispano-Sulza than it is of the (nome-
Rhéne, and felt that we should endeavor to find the

reasons behind the relatively low production of
Hispano-Sulza
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Hispano-Suiza motors. The manufacturing program for the
manufacture of the Hispano-Sulza is somewhat 1like that
of the Gnome-Rhbne. The main, or parent, plant is at
Bols Colombes, and is in the process of being moved to
an underground quarry in the outskirts of Paris., A
second unit, or shadow plant, is being construoted at
Taerbes, about 550 miles cut of Paris. In addition, the
Ford Company of France ere to manufacture the Hispano-
SBulza motor at Polssy, outside of Paris, and at the

same time ocutslide of Bordeaux. The original intention
had been to have the Ford Company manufacture the Rolls
Royee engine but,upon the recommendation of the Ford
Company, they standardized upon the Hispano-3uiza, thus
holding France to two principal types of high horsepower
engines menufactured here for thelr avietion service.

Of distinetly lesser importance and in additlon to the
above, it was stated that the SIGMA factory 1s expected
to manufacture Bristol engines of the English air-cooled
type with the ultimate idea of a production of 70 engines
a month. Similarly, Telbot Motors inm Suresnes (Paris)
were to undertake the manufacture of Pratt and Whitney
motora under French Goveroment llcense to an amount of
60 engines per month. It is evident that the latter

ia not in favor with the Ministry for reasons which
were not made clear.

A general conversation then ensued and in response
to yuestions with respect tc the American aeronautical
equipment, it was stated that on the whole it was ex-
oellent but that gas tanks were, in certaln lnstances,

too wvulnerable, particularly when integral with the
wing
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wing struoture, that engine exhausts were visible at
night, which was a bad feature of the Amarican Martin
bombers, and that they would like to have more speed
8t a higher altitude than obtained on the early Martin
bombers,

Mention was made of the Brown-Boveri exhaust gas
turbine, which they are getting ready to manufacture
for high altitude performance on French planes similar
in aotion to our Gemeral Eleotric exhaust gas turbines
in the United States,

Propellers were stated to be not a production
problem. What they were getting from the United States,
plus their own output, they felt to be shead of enginea,

Production of accessories, such as carburetors,
magnetos, generators, starting equipment, has been a
problem, but at present is not; although it was hinted
that this may become a sericus problem again in the
future,

With this introduction, it was arranged that we
start our first inspection the following day at the
Government's own faotory, S.N.C.M.

Early in the morning we procesded to Gennevilliers
to the Government faotory S.N.C.M., and were told that
this faotory was a very serious problem. We believe
that a speclal importance was placed upon it for the
reason that it is the only Government-cwned engline
factory and that it hes dons & poor Jjob with respect
to production. During the Front Populaire it was

stated that this factory, with nearly three thousand
workmen,



workmen, turned out only 20 or 30 engines per month,

A new management had been put 4in by the Air Ministry,
with the result that its current production is running
8lightly under 100 a month, Upon inspection of the
factory, it was clear that:

1, Production methods, while improving, had been
very bad,

2., The Labor attitude seemed serious and willing,
but we were informed that during the Front Populaire
1t was necessary to be a Communist to be a workman ,
and that the troublemakers had since then all been
put into the army.

5. Women were being introduced on machine opera-
tions normelly sllotted to men. There wers E£B00 workers,
ineluding office and management, of whom 1335 worked
cn machines. There were a total of 233 women workers.
For three weeks engine plants have been working the
new two 11-1/2 hour shifts, including Sunday. In the
S.N.C.M., factory women were released after 7-1/2 hours
of work at the maximum, and they used three shifts, the
other two belng 7 hours each,

4. The present schedule calls for four englnes
per day. Meachining time is still high,

5. Because of war urgenoy, the usual method of
testing finished engines has been completely revised,
Now, after the engines receive a first test, an
inspection is made by "pulling" two oylinders and if
no trouble appears, the engine is shipped, This is
strictly a wartime necessity, and is done to get the
enginea to the front more rapldly, even at the risk

of less assurance of quality. This also reduced the
asgembly



assembly and test time from 840 hours per engine to
400 hours, and turned anm inventory of approximately
25 englnes into finished production.

6. BSpolled work is high., No exact figures
were given, but several sources stated it to run
10% to 124, which is very much higher than engine
practice in America,

7. The raw materiels were in all casss not of
besat quality, although eylinder castings appeared
unusually good, contrary to our infermation befare
sailing.

8. The shop 1s not clean mor well lighted by
Amsricen standards, nor is 1t well laid ocut., Ef-
Torts have been made to lmprove some of theas condl-
tions but the matter is at a standstill until it is
decided if the factory is to be removed from Parlis
due %o deanger from bombing, or other ensmy pensetration.

9. There is a shortage of cutting tools. When
this situation was ingquired about, it was stated that
they would have preferred to have them coms from the
United States in crder to get ths needed quality and
that the budgets for operations had pot permitted the
management to purchese in sufficient guantity,

10, The engine s an expensive one from the
design point of view, and it is difficult to manu-
facture certain of the major parts at s low cost.

1l. The number of engines actually shipped in
May 18 115 due to liquidating the inventory, as
stated above. The plan for this fastory is to bring
production up to 150 a month. The engine manufactured

is
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is the Onome-Rhéne 14-N-49, with & nominsl horaapower
of 980 at 4000 meters altitude, and 850 HP at sea lavel,
The management of this factory appeared almoat
eager to recelve assistance of any kind and showed
every cooperatlion in furnishing ipformationm. The
Adr Minlstry likewise indicated that it did mot wish
to walt for our complete study before having some
indication of our thoughts with respect to this
faetory. It is mssumed that because of the bad pro-
duction record and the faet that it is & Government
plant, the Government is desirous of improving the
situation at the earliest moment in order to got
more engines and probably to lessen any oriticlsm
of the Government operation.

On Friday morning, the American group sat down

and disoussed the observations of the day before and
the method of handling the Ministry's request. It
was the original plan to study all faeilities before
determining what recommendations would be made to the
Ministry. In view of the delicacy of the situatiom,
& decision was reached to oall in the Under Seoratary
for Adr and lay before him only technical recommenda-
tions which would be of assistance in this conneotieon.
These recormendations were divided into:

1. Strengthening the organization with respect
to the planning function, materiaml comtrol, requisi-
tioning of raw material, sto.

2, Improve the technical aspects of the manu-
facturing processes, the machinery and squipment, ete.
3: A request for a report on the sarvice

difficulty
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difficulty with this engine in order to see if its opera-
tion in the field could be improved by minor engineering
modifications which could be readily incorporated.

4, GStressing the need for more careful delineation
of responsibility for the various phases of management.

These were presented to the Air Ministry and it was
decided to call a meeting of the plant management the
next morning at the faotory end present the American

group's recommendations with both groups present.

Early Saturday morning, June 1st, the American
group met with the officlals of the S.N.C.M., factory
and the Under Secretary of the Air Ministry during
which detalled recommendations were presented. The
meeting proved sucocessful and, upon its conolusion,
we were informed that our approach to the problem
had succeeded in bullding up the morale in the Gov-
ernmant plant.

It should be noted that this factory is doing
no original engineering work, but is making a Chinesze
copy of the Gnome-Rh&ne engine from drawings givem it
by the parent company under license.

After luncheon, the Minlstry then asked the
Amerioan group to inspect the plant of Talbot Motors.
Upon arrival at the factory in Suresnes, 1t seemed
apparent that this also is primarily a Ministry
problem, The Managing Director was known to the

writer during his visit to the Pratt and Whitney
faotory



fectory in 1938 and the situation is complicated by the
fact that he 1s partly Italian and partly French, and
in addition was a British ecitizen due to long residence
in England before taking over the Talbot factory a few
years ago., The factory is divided into two units, one
of which is represented by the motor car factory and the
other 1s a brand new unit for the manufacture of Pratt
and Whitney engines under license from the French Gov-
ernment, After an inspection of the two factories,

the Managing Direotor informed the writer that the

many diffioulties which had arlsen in connectlion with
his relationship to the Air Ministry had made it im-
possible to go on, and he was anxious to find a way
out. He had installed in the new addition over a
million dollars' worth of the finest American machine
tools and had spent $300,000 in making the jigs and
fixtures from Pratt and Whitney drawings in order to
begin mapufacture of certain parts and gradually ex-
pand into a full-fledged plant.

The origlinal plan of Talbot Motors also inoluded
the manufacture of the Pratt and Whitney engine to
American dimensions and standards and by an exaot
duplicaticn of the methods used by the Pratt and
Whitney Company in the United States, It was falt
that this would introduce into France certain refine-
ments of menufacturing technique which are peculiar
to the American engine industry and would be of real
importance to France., In line with this polley, the

Talbot Company had ordered all its steel forgings
from
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from the Bethlehem Steel Company. With respect to
aluminum, it had ordered all parts from the Heavy
Duty Alloy Company of England, This was necessary
because the parts required a refinement of the
forging processes not at this time available in
France. Likewlse, all magnesium parts would come
from the Magneslum Castings and Production Company

of England for a similar reason. It was their cpinion
that if this plan were carried through to a successful
conclusion, it would be a real contribution to Fremoh
industry. However, there is 1little likelihood of this
ambitious plan being carried out under the situation
now existing between the Talbot Company and the Minis-
try.

In addition, "Talbot™ had given to the Air Minis-
try 1o October a 1list of the machinery which (om an
estimated basis) represented several million dollars
additlopal end which would then equip "Talbot™ to
make complete englnes,

There seems to be doubt as to whether this plan
also will be carried out, and this probably is one
of the Ministry's reasons for requesting the opinion
of the American group without further deslay.

It is also of interest to note that in the motor
car factory most of the egquipment was idle and very
few of the men were at work which, it was inferred,
was also dus to the diffioulties confronting this
company and the faect that it can now go no further
without substantial funds from the Government.

Due to the delicacy of this situation, the

Commission
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Commission asked for time for further study before at-
tempting any recommendations and expressed the desire
to see some of the large privately-operated units be-
fore taking up this problem further.

The Adr Ministry then suggested that on the fol-
lowlng day an inspection trip be made to one of the
larger alr flelds protecting the Paris area, located
at Chantilly and half-way to the fronmt line. This is
the headquarters of all the aviation groups defending

the area from Le Havre to Paria,

Upon arrival at the air fleld in Chantilly, we
presented ouraelves at Gemeral Headgquarters and were
greeted by General Pinsard and his staff. We were
given every opportunity to see all phases of the
operations, as well as the servicing of the motors,
and to talk in detail with the mechanios end officers
who had charge of serviclng the power plants. We
fortunately were able to suggest the lnolusion in
our partyof Lieutenant Colonel Hunter of the United
States Army Alir Corps throughout this inspeotion
and this report will, therefore, omit refersnces to
the large amount of military information whioh was
given to us, whioch will be included in his report.

We were also fortunate in meeting the offlicer
commanding a battery of 90 mm,., anti-airoraft equip-
ment inastalled for the defense of Paris and wers

invited to inspeot this equipment on our way back
to
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to the olty, which we did.

The foroe located at Chantilly consisted of two
squadrons of Blooh No. 158 pursult ships equipped
with Gnome-Rhéne motors No. l4-N-38 which were ap-
proximately ons month old., The motors replaced older
motors which had been installed in thess ships, The
squadrons had seen considerable alr activity, as wit-
neased by the fact that 9 ensmy airplanes had been
brought down during the lmat week by the firat group
consisting of twelve Blooh fighters. We heard ssveral
minor actions during our stey but were surprised to
find out that the aoctual flying time of the engines
had only averaged betwsen forty and rifty hours aplece
for the month. The second pursuit group of Chantilly
had brought down three airplanes during the current
week, neither group losing any personnel, although
four airplanes had been oracked up in forced landings.
The officers at the headguarters and in these groupa
appeared to be commanded by distingulshed officers
from the last war, and thers was evidenoce of high
morale and confidence. However, before leaving, the
General showed us a military map in his headquarters
and, after polnting out the front line, foroefully
stated that with 800 more airplanes and 500 tanks
their situation would be securs, whersas, to guote
the General, they were now holding the Cermans with
their "bare chests®.

We were unable to secure any very conclusive
evidence as to engine equipment difficulties, for

upon questioning the mechanics with respect to various
features
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features of the motors, the only case where they were
unanimously e¢ritical was in conneotion with spark
plugs. However, there were two alrplane engines under
repalr at that time in the one squadron of twelve ships
in spite of the fact that the englnes had had less
than 50 hours' serviece in the air. We were also in-
formed that there was considerable evidence of plston
ring stiocking. Also, we found a case whers there was
diffioulty from exterior oll fittings. These are
avolded in current American designs. In another ocase,
the piston rings had been assembled into the engine
incorrectly at the faotory.

The location of the carburetor scoop was such
that consliderable sand worked its way lnto the engine,
and this feature of the planes had been recently changed.
The Bloch No, 152 was acoredited with a speed of 300
miles per hour, and the new Dewoltine, with which
some squadrons were equipped, was reported to operate
at the rate of 330 miles per hour. No questions were
asked by us with reference to American equipment since
it is plenned to vislit a squadron equipped with American
units at the front in the next few days. Two other
instances of trouble which were reported, were: (1)
a orankshaft breaking in two, stated as probably caused
by the imertia of the propeller after the engine sud-
denly ceased, and (2) in another case the breakage of
a propeller, ‘pausing it to fly off the engine.

The propellers were of French manufacture and

were electrically-ocontrolled variable piteh propellers.
It



r

- 14 -

It was also polnted out that the oil did not
scavenge from the lower eylinders, which made dif-
fioulty in starting. Troubls was indicated in oil
leaks from the oylinder head covers, which are held
on by a method similar to that disearded approximately
five years ago on the American egquipment.

It should again be sald that every courtesy was
extended, all military equipment was shown in detail,
ineluding methods of operations, and with every pos-
sible consideration for our comfort, convenlence, and
safety,

Upon our return to Paris we were taken to a battery
of %0 mm., antl-alreraft guns eguipped with range-
finders and the latest type French fire control,
both for day and night firing. Unfortunately, we
ware told, there were only twelve of these guns in
use in three batteries of four each, Colonsl Hunter's
report will no doubt contain mll of the usaful mili-
tary information, and here again we were glven every
opportunity to see in detail all of the equipment and
the battery was oput through a speolal drill in order
to show us the use of the equipment. The morale was
unusually high, and we were told that the battery had
bespn 1n place for twelve days; during which it had
brought down two enemy planes,

On Monday morning, June 3rd, we were escorted
to the Hispano-Sulza factory at Bois Colombes. The

Paris units, we were informed, have 9900 workers, of
whioch
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which some 2000 are engaged in the production of the
Hispano-5ulza airplane cannon. There is also & unit
for making 100 Hamilton propellers pn:.'l month under
an American license. Engine production amounted to
& nominal production of E50 engines per month, al-
though we were informed that the previous month, the
actual rate was 200, It was explained that this, in
turn, was ceused by the necessity for moving the
faotory as quickly as possible to an underground
quarry,; a few kilometers further out of Paris, where
the operation will be entirely bombproof, evem from
the heaviest bombs. This quarry extends back to a
period of 700 or B00 years ago and consists of a
vast serles of galleries amounting to 85,000 square
meters in area.

In addition to the Paris units, a new shadow
faoctory is located at Tarbes, for whioh the production
gsohedule will call for 225 engines per menth. Like-
wise, the Ford unit is expected to come up to 500
engines per month, which means that the Paris factory
will ultimetely have to be brought up to 575 engines
per month in order to reach ths total of 1300 Hispano-
Suiza engines axpected by the Ministry.

A foundry is operated in conmection with the
Bols Colombes faotory and as yet no plans have been
mads to move this underground. All forgings are
prooursd from outelde spurces, and we were informed
that they have ordered large quantities of steel

forgings in the United States, amounting to a
sufficient
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sufficient quantity for 4800 englnes. We wers also
told that at Tarbes they have 2500 employees and will
be adding more. The management stated that it cost
£700 man hours to build an engine on the Paris equip-
ment, but that at Tarbes, with all new equipment, the
new engine could be bullt for 1400 hours. Assembly
for engines would alsc be provided for in an under-
ground plant north of Bordeaux. The horsepower of
the present engine is 1000 at 4800 meters, and 1200 HP
available for take-off. They expect to manufacture
this year 400 of a new type which will be ineoreased
to 1500 HP and will be of a four-valve type and higher
in RPM.

In this factory also, the Alr Ministry has per-
mitted greatly shortening the engine tesat in order
to speed production and to get egquipment at the front.
However, the engine i1s still tested in two separate
runs with a disassembly in between, unlike the practice
at the 3.N.C.M., factory, already reported. However,
the tests are short and amount only to 3-1/2 hours'
running on the first assembly and to a brief rum of
a half hour after the final reassembly. An inspection
of manufacturing equipment and the factory gave the
following impression:

1. A good type of workman.

2. A large quantity of women workers.

3. Neatness and oleanliness throughout,

4, Gocd tooling of the old-fashlioned type.

5, Evidences that the engine is belng designed

with the idea of easier manufacture, although not to
be
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be interpreted to mean that quality has been pushed
aside for production,

8. Several of the General Motors members of the
Commnission stated that the engine was an easier one
to manufacture than the Ameriocan Allison and were
pleased with the general character of the design.

7. The supercharger is a new development and
is claimed to possess the operating features of a
variable speed supercharger, something which is not
yat available in the United States. The Commisslonm,
upon request, were informed that they would be given
an opportunity to inspect this mechanism in the next
few days. The unlts are received at the factory com-
plete so that inspection was not readily avallable,

E. All of the newest and best equipment had
been moved to the guarry and it was possible that
the remainder of the equipment would be moved without
much further delay. The speed of these moves, as
stated to us, is rather extracrdinary, and we were
informed that in three or four days the rest of the
plant could be relocated,

We were then esocorted through the engine wind
tunnel, This is s most impressive and lmportant
faoility and a similar unit is not available at this
date in an American engine factory. The writer was
informed that the cost of this unit was betwsen
@leven and twelve million francs which, at a loose
guess, would represent an expenditure in the nelghbor-
hood of half a million dollars in America wlth American
labor. The unit consisted of two facilities: (1) a

small scale high wind velooity unit for model
installation
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installation with a velocity of 300 miles per hour,
Here preliminary studies are made of engine cowling,
radiator scoops, carburetor scoops, exhaust pipes,
and the like. The efficient installation is evident
from figures whioch we were given in conneotion with
the large unit, (2) the large unit is for complete
fuselage or nacelle tests and is made at a slower
wind velooclty with & tunnel throat diamster of five
meters. The wind is furnished by a fan driven by a
4500 kllowatt motor.

We were shown research photographs of smoke jets
taken stroboscopically in the tunnel as applied to the
new Dewoltine fighter. The importance of this de-
monstration can be best apprecimted by the statement
made to us that the speed of this fighter had been
raised from 585 kilometers per hour, 85 now manufactured,
to 575 kilometers per hour, and with the use of no more
horsepower and at the same time that the ligquid cooling
temperature was reduced 35° Centigrade. The curves of
data showed that the propellor thrust had been lnereased
from 550 kilograms to 590 kilograms, contributed by the
improved air flow through the oll cooler, also the
Prestone radiator, and the improvement in the exhaust
jet effect.

In consequence, the Ministry is now asking this
firm to test all engine installations in all new model
ships by this method.

We were alsc shown the altitude testing facilities
for engines, which consisted of a unit giving a temperature

as low as 55° below O Centigrade, and at all desired
sgquivalent
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equivalent altitude pressures, We were, therefore,
much impressed with the engineering work being done.

Unfortunately, this unit cannot be moved, and
ocould readily be destroyed by bombing.

We were then invited to & final lunch by the
Minister for Alr, his staff and asscclates, and
gertain members of the industry. Upon arrival we
found the American Ambassador and, four minutes after
pur arrival, an alert signal was sounded and we wit-
nessed the bombing of the Air Ministry bullding in
which we were located, as well as the adjoining
factory of the Caudron Airplane Works before it was
possible for us to reach a bomb shelter. Bombs
atruck the bullding in which we were located, as
well as the immediate neighborhood but, upon the
sounding of the "all clear™ signal, we were again
immediately invited to attend the luncheon, which
adjourned to a restaurant removed from the scene of
the attack. It was evident at the luncheon that the
sffect of this first major bombing of Paris eryatal-
1ized in the minds of the Ministry and gertain of
the industry leaders who were present the urgent
necessity for better protection of factories and
their location.

We were then conducted to the underground quarry
to whioh the Hispano-Suiza factory was belng moved.
As we approached this district, we noticed that
gaveral bombs had also fallen in the neighborhood,
but no damage resulted other than the destruotion

of a few workmen's homes.
It
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It was an amazing sight to see the manner in which
these underground galleries had been equipped with
machine tools and to find thousands of men and women
machining engine parts in this location. The two
entrances to thes quarry were wall protected from the
alr, and the amount of rock and loam between the roof
of the gallery and the ground itself varied from 30 to
80 feet. Overhead were flelds and farms and occcasion-
ally a small ventilating shaft whioh looked like a
well, The temparature remained very constant and
with machines running stabilized at around 58°
Fahrepnheit. When the machines are not running this
temperature drops to a little below 50° Fahremheit.
However, the workmen did not seem to appear uncom=-
fortable and, as stated above, there were a great
many women operating the machine tools. For the
most part, the equipment was modern and of recent’
design and manufacture - many mechines being of

American manufaoture.

It was not decided as to the location of the
heat treating facilities and motor assembly and test.
However, it was evident that the experlence of the
bombing raid a few hours before had made such a de-
clsion mueh more neceassary, Likewise, it was evident
that a secondary source of power would be desirable
since the power lines had been struck and severed
and only been spliced again a short time before we
arrived,

Reels of cable have been stationed all around

the city and were noticed in railrcad yards with
the
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the obvlious intention of having them available to mend
power cirouits when put out of action.

An emergency system of lighting had been installed
in the quarry in the event that all power were severed.
It was necessary to bulld a false ceiling of corrugatad
gypsum to avold any moisture or dust, which might fall
on the work. Other than this, the working conditions
were pleasant and the alr was clean and free of any
movement, which 1s helpful to precision manufacturing.
Factory offices, planning units, lnepectlon units,
electric trucking, and all like facilities had been
provided for in a very practical manner. The equip-
ment was in many cases gquite modern and much new
equipment was in evidence from the outside, as well
as some Swiss, English, and French equipment. It was
evident, however, that the main reliance is belng
placed upon the United States machine teools and that
this is, therefore, one of the urgent supply considera-
tions. The morale of the workmen seemed high, but we
were informed that many highly skilled artisans had
been taken by the army and that this was a serlous
mistake. The management also stated that dues to the
necessity for keeping over a hundred million francs
in United States funds ahead of receipt of materials,
the growth of this enterprise and the increase in
production had been greatly hampered. It should be
noted here that this unit is a private enterprise
and ocutside of obtaining equipment, in certain
instances from the Govermment, it cperates as a

pormal industrial unit.
It
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It 1s proper to point out that the standards of
operation are mugh higher than had been encountered
in the Government-operated plant., This operation in-
dicated:

1., Enterprising management under most trying
conditions.

2. Good attitude by workmen, and high morals.

3. Good equipment and toocling.

4. Good shop management.

5. Use of women and specialized workers.

6. Good inspection.

7. Orderlliness and neatness.

On Tuesday morning, June 4th, we were conducted
to the Ford plant at Polssy. Here a new factory of
model construction which was begun in March 1939 wes
being completed, It was originally designed to make
a new small automobile which was put aside upon de-
glaration of war. The original plan of the Ministry
had been to manufacture Rolls Royoe engines, but the
FTord management, upon studying the Rolls Royce engine,
came to the decision that it would be unwise for two
reasons: (1) the Rolls Royce engine is the most com-
plicated engine of its type, (2) by manufacturing the
Hispano-Sulza, France could standardize on only two
main types of engine, namely, Gnome-Rhine in the air-
cooled field, and the Hispano-Suiza in the liquid-
cooled field. Howsver, this factory is very vulmerable
to bombing, and the management gqulekly realized that

it
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that it was necessary to solve this problem. TIt, there-
fore, moved all of the late American machines and its
best equipment to a location near Bordesux, leaving be-
hind standard equipment which, if lost, would not be
irreparable, The management stated that its main d4if-
fioulty was in the faoct that 1t had lost its toolmakers
to the army and was 50,000 hours behind in its tool
program., The management had made a study of the manu-
faocture of the Hispano-Sulza engine and confirmed the
faot that the engine, with new egquipment, could be
built for mich leas than the cost at the present Hispanc-
Sulza fectory. These figures are interesting and are
as follows: at Bols Colombes 2700 man bours, at Tarbea
1400 man hours. The Ford estimate for high production
on new equipment: 1200 man hours, It 1s cbvlious that
this management approaches the manufacture from the
automotive point of view and would like to change the
design in order to improve produetlon. However, it
recognizes that this would have to be a very s8low
process because of the unusual demands placed upon an
aviation engine for quality and relisbility, and the
faot that designs cannot be altered without a great
deal of careful research and testing if the equipment
is to function reliasbly and if life is to be conserved.

The factory is in all respects & model one, even
to latest Ameriocsn standards, (1) the lighting 1s ex-
gellent, (2) ventilation 1s excellent, {3) the neatness
is outstanding, and (4) machine arrangement and process
loocation are effioclent.

only a thousand workers are employed, of which
approximately
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approximately half are women., Another unusual feature
is that young boys between 14 and 17 years of age are
employed. These young boys and the women are worked
on short shifts of 7 and 7-1/2 hours, as against 11-1/2
hours for the men, The workmen appeared intelligent,
and the morale good. This factory would prefer to make
its production from American steels since they are
stated to be much more uniform than French steels,

This factory is eguipped with a Diesel emergency
power plant which was running due to the fact that the
power lines had been severed the day before by the
bombs, The bombing had extended to this area, al-
though this plant is 12 or 15 miles ocutside of Paris.

The factory is 65,000 square meters, of whioch
1ass than one-third is used for the aviation activity,
one-third vacant, and one-third is used for assembling
trucks. A very model system of truck assembly had
been installed, of the latest type found in the United
States. PRy

The management showed us an exchange of cables
which were highly confidential, wherein the United
States divisions of the Ford Motor Company had agreed
to halp the Allies, This telegram referred to Mr. Henry
Ford as well as Mr, Edsel Ford, and indicated that the
decision had only just been reached that day. The
management indicated that in their opipion Germany
was menufacturing 1600 alrplanes per month, France
and England combined, 1100, and the United States 300,
and that further immediate and urgent help was neces-

sary but that, unfortumately, it was needed within
the



the next two months, which seemed improbable. It was
sald that while the Ford Company had the sole rights
for manufaocturing Hispano-Sulza motora, they had given
them free of charge to the United States Govermment in
hopes that help might be forthooming from the Ford
divisions in America. The management further added
that their estimate of manufacturing Rolls Royce engines
was 4100 hours, or many times the cost of the manu-
faoturing of the Hispano-Sulza design. It 1s not
known the basis on which these studies were under-
taken or made.

We were then conducted back to the Hispano-Sulza
factory, whera an inspection was made of the foundry,
the bearing plant, the Hlspanc-Sulza alrplane cannons
and the shell plant, and lastly,an examination made of
a German airplans motor which had been disassembled,
reassambled, and had been teast-run, and which repre-
sented cne of the latest types of German purault motors.
we ware informed that this motor was a Very eomplicated
one to make. It is the Jumo Ne. 211 of 1000 HP to
1050 HF and was sald to weigh 675 kilograms. The motor
had run only 50 hours and indicated that it would not
run very mich longer without diffioulty. The manage-
ment gave it as their opinion, based on inspection of
geveral German motors, that the motors, aa & general
rule, would mot run over 50 hours without extensive
repairing,and thet perhaps this was part of the German
plan. The {nstallation of the motor was such that it
pould be changed rapidly and raplaced in the airplane.
Its altitude performance was ealoulated at 4000 meters

m!
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and, from an analysis of the fuel left in the tank
when 1t was brought down, the gas was found to be
B85 to 90 fuel ocotane quality.

As we went out, & motor was seen on the test
stand with exhaust gas trappings of the Brown-Boveri

type referred to elsewhere.

J. Carlton Ward, Jr.

Coples for:
The President of the United States of America,
The Secretary of the Treasury,

gnﬁ-rnL
Towers,

general Arnold.
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THE SECRETARY OF THE TREASURY
WASHINGTOMN

June 26, 1940

oy
| f \
My dear Mr. President: 'S t}sﬁq
I am sending you herewith report \
lo. & from Mr. J. Carlton Ward.
He makes reference to report lo. 2

which hes not arrived. If it should be re-

ceived, I shall trensmit it to you promptly.

Yours sincerely,

The President, M /Z

The White House.



LEGATION OF THE
UNITED STATES OF AMERICA

Lisbon, Portugal, June 19, 1940,

Report lo. 3.

Subject: The Situation with Respect to the
Production of Aviation Engines
in France,

The Honorable
Henry Be. Morgantheu,
Seoretary of Treasury,

Weshington, D. C.
Sir;

Note = Heport lo. 2 concluded the notes on the
gituation as observed in the Parls area,
It was intended to follow with inspection
of the larger key "shadow" factories erected
outside the Paris area and including the
overheul station ot Bordeaux. In spite of
the progressive deterioration of the military
situation and the tension caused by the result=-
ing necessity for additional migrations of
industrial plants from the nmorthern aresa,
this wark was practiecally completed and final
report in wrlting made to the Under Seoretary
of Alr for France. This report tock the
place of & finel conference, as hed originally
been plenned, due to the eriticsl situation
which had developed and +which preceded the
deeision to ask for an armistice by the French
Army Command.

It was a fartunate ocircumstance that led
to & chance meeting with Mr. Hermard Wait the
Special Attachd of the United States Treasury

Department



-

Depurtment who bhed opened an office in Hordeaux
nd it was through the thoughtful cocoperation
of the office timt it was possible to write
our final report to the Under Seeretary of
Alr for France.

it wus requested of !r, Wait that & copy
of this report be sent by diplomatic pouch to
your office for the purpose of & reocord in
the United States of the suggestions and recom=
mendations of the Commission. This was in
ageord with a conversation between Amabassador
Bullitt and the writer reached in the United
States Embassy in Paris,

After leaving Paris on Saturday June Bth we
reached the Gnome-=Rhone "shadow" factory at Le Manus
about 125 miles southwest of Paris lete in the evening.
Refugees and military movemsnts delayed the trip and
evidences of paust bombing were seen &t the landing
field in Chartres and where an alert caused all cars
to halt on the road. o bombing occurred.

We inspected the factory that night. The factory
was built new in September 1938, It was painted a
dark brown color for protection, was protected with
heavy machine guns mounted on the roof and adjacent
to 8 large air field constructed at the same time,
English Hurricane Fighters were on station there.

Up the road s guarter mile & new bomb proof structure
was under construction as an additional "“shadow"
factory. an eighth of a8 mile further, located in a
pine grove, thers hod been construoted a large well
planned housing development for the workers called
the "City-in-the-Pines",

Precise Information on this factory was diffioult

to
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to obtain due to the fact that the Alr Ministry had
recently changed its poliecy thereby causing & complete
rearrangement of facilities with consequent dis-

loeation of production. The original policy called

for each of the seversl Gnome-Rhone factories to specialize
on the production of certsin components with the thought
that this would lead to maximum effioiency. Then 1t

weas subsequently rezlized theat bombing attack or other
dislocation of production would result in paralysing

2ll Gnome=-Hhone production.

During our visit the factory was being pesednvert-
ed into 2 complete unit for producing =1ll parts for the
Gnome-Rhone model "N" engine, The agsembly was to
be done in an underground factory at Ponthierry.

The model "R"™ was to be built similarly elsewhers,
likewise model "M" and similarly for additional
model "N"™ parts. Model "N™ was, at the time, the
main production model.

Large quantities of machinery had just arrived
and it was estim:ted that a period of three weaks
would be required before the factory would again
be in operation. It was stoted that over 700
machines had been shipped in within ths past weslk,

As was also observed in most of the factories in
the Paris area which were not underground, the
roofs were ireated to prevent the night light from
being visible from above. Hecently, however,
geveral night flights of French planes had shown

that the crotection was not suffioient and the factory
wes
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was therefore not operating st full efficiency until
this could be token care of. They were operating
on 8 temporery basis whereby they were to shut dom
uponwarning from the military hesdquarters. It was
expleined that on the two previous nights they hed
regeived such warnings and conseguently had to send
their employees home with the result that very little
was being accanplished except on the day shifts.
With the 700 additional machines received the
previous week, they expected tc employ 4000 workmen
though it was stated only 1500 were at work under
present conditions. There was avallsble n
manufeeturing area of 200,000 sguare feet devoted

entirely to machine shops.

The foellowing morning we inspected the housing
davelopment of the "City-in-the-Pines". 1500 houses
had been constructed of four different architectural
designa. The designs were such that the house could
be turned in such manner that any one of the four
sides could be presented to the street. Each of
the four designs was finished in four different
colors thus meking 64 architectural cambinations.
skillfully mixed together. The streets were laid
out in curves and bemutifully landscaped which was
made easy by the natural surroundings as well. We
spent the night in one of these houses and found
them equipped with all sanitery facilities and

heat from & central system. In other words they
were



were modern end much finer than the average French
house particularly for the working classes.

It is interesting to note tmt both the fmetory
and the housing development as well as the knding
Tield were canstructed by the Gnome=Rhone Company
at the time the war started. ~1l three were sub-
sequently taken over by the Government. In
addition the Gnome-Rhone management mmd started the

bomb-proof factory which will now be described.

This unit was not complete and for reasons
explained haed been taken over by the Government in
& half finished state, The Government intended to
complete the construction. The Director of the
Gnome-Hhone Company stated he did not know why the
sonstruction was so far behind the schedule. He
stated that the Ghome-Rhone Company hed planned
to complete it in April but it was learned sub=
sequently from an army engineer that it would not
be finished until iugust. This structure was one
of several different types which are used in France
for bomb-proof factories. It consisted of &
massive reinforced concrete shell over 600 feet
long and built like the letter D with curved side
toward the sky. The base of the D was under the
ground sapproxim:tely 10 feet and was over 6 feet
thick of solid conecrete reinforoced with large steel
bars,. At the end of the building steel rails were

used for reinforcemant and the entire structurs
had
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had no windows or doors with the éxoeption of one
mEssive opening through which rallway cars could

be switched, The inner structure consisting of

four floor levels was an independent structure of
Treinforeed concrete and wes not tied in with the outer
envelope.

Wie were informed that the outer envelope would
be covered with dirt snd planted in grass with
artifioial roadways made to look like part of the
normal eountry side when viewed from the sir, The
structure would be ventilated with electric fens and
We were not able to learn if the source of power

was independent of ocutslde sources,

We then lef't for the Bordefux area which w.s
extremely cangested with tremendous quantities of
machinery and factory employees as well us refugees
pouring into the area. (ur first visit was to the
Ford=Air factory which we vere informed had
originally been built for the first .merican
Expeditionary Force as u locomotive shop. This
factory was in two units. One for the production
of trucks and the other for lispano=Suiza motors.
This unit was one of Lhe "shadow®™ units for the
production of this motor and was being set up to
me ke complets parts only. The parts wers to be
assembled at Jonzac a few kilometers outside of
Bordeaux, Muech of the equipment came from Polssy in

the Paris area snd more was being brought down and
installed
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installed., New building construction was being
planned, There wes at the moment 120,000 square
Teet for the aircraft activities.

We were informed th:t the Hordesux area had
not been an important mnufacturing area particulare-
ly for metal work. The puce of labor was much
slower than in the north of France, There was a
grect shortage of tradesmen and other skilled
employees. There is a complete shortage of hous-
ing f.eilities due in a large rart to the inpouring
of refugees from Selguim and northern France,

There was no auxiliary souree of power if bombed,
This was planned for later if they could remove
the unit from Foissy in time. Work was earried on
twenty-fouwr hours a day with two long shifts. The
industrisl leaders with whom we discussed the
situation felt this to be s mistaks, It was their
Opinion tmt three eight hour shifts would be much
more productive end effiecient. Ho bonus or wage
incentive system was yet in evidence,

The same problem was encountered as elsewhers,
namely the loss of skilled workers to the AImY.

This unit was depending upon the Ford factory
in Ameriecs to furnish the bulk of the special jigs
and tooling.because of the shortage of tool makers
in France. In the meantime they had tooled up
certain parts of the engines themselves apd understood

thet a great deal of american equipment was on the way,
It
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It was interesting to note that the new
cmstruction would use up the space allotted
to the materisl storege yard with the result that
the mEnagement was expanding into & piece of idle
rproparty adjacent thereto, The menagement inform-
6d us that they had been unuble to get action
through the Air Ministry in time and were ex-
propriating the land themselves, advising the owner
that in time he should get & requisition from the
Alr Ministry. They did not inform the owner
until they h.d slready started construction Eangs.
prep-ring his property. There were many other
evidences of the inedequacy of ths Government
planning to meet the sccelerated requiremsnts of
the military needs behind the lines.

The schedule for this factory was given to us
roughly as follows: the complete machinery was
%0 be received within the next three months., 411
méchinery and tools for manufacturing the erank
shaft were to came from the machine tool industry
in the United States fully tooled. It was their
plan to make S00 camplete sets of parts per month
with extra p rts where they would be needed for
repairs of engines. Thus in the case of oylinders
they planned to make 800 per month. Their schedule
called for starting shipments in August and full
production by the end of the year,

They beg.n this work ut Bordeaux in September

1939 when they took over the old A.E.F. locomotive
anop
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shop and cleaned 1t up, turning it into a factory
for making 40 truck engines and running gear per
monthe. They began the aviation work six weeks
before our errival., They had ordered 21l the
/merican machinery possible through a Holland firm
and first consignments were then en route from the
United States. They alsc ordered their tools
through the Ford representative in the United States.

It is also intended to set up a unit for the
manufuieturing of the Hispano aireraft e=nnon, It
is sxpacted to have & total amployment of 4000
pecple,

There will also be a large Hispsno gun faotory
neur by in the town of Saintes and the engine
assembly will be carried on st the nearby town of
Jonzac which we understand will be an underground
factory.

The Bordesux distriet will also menufscture
alrplene engine parts in other factory units. Thus
the Bugatti factory will make orank ihaﬂu, propeller
shafts and other parts,

As & result of the German invasion of the raw
material centers in northern France production was
down by 60% in the last six weeks csused by lack of
certain raw msterials, The management felt that
the United States was the only possible source to
look to for this missing material.

The management summed up their problem as cone

sl sting of four factors: (1) meterial, (2) machines
(3) tools
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(3) tools, and (4) men. A1l Tour were serious,
the latter only with regard to skilled wrkers and
supervisors, It wes estimaited that they needed
400 sdditional experts in order to start the
complete operation for 4000 workers. On that very
day the army had =nnounced that all men from 18 to
26 years of uge were being requisitioned for the
army.irrespective of their factory status.

The housing situation was so serious that we
witnessed the placing of large groups of femilies
of new workers coming down from the north into
nearby emergeney barrack-like struetures., The Air
Ministry representative stated thet their review of
the engine situation indieated th.t engines would
be seriously behind airplane orodugtion in the later
part of 1940 and thet in two months from now it will
handieap their pursuit program,

The next factory visited wis the ploch locatad
in Bordeaux adjacent to the Ford-iir property.
This unit is & Government-owned factory which was
pert of the nationelization program of the Front
Populaire, From information obtained both from
French industrisl lesders and from American service
representatives production in this unit had been
notoricusly low. (Under the impetus of wer conditions
and with & new manager furnished by the Air Ministry
production was inoreasing. The manager informed us

however thut he was still very dissatisfied w th his
production
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production. 4% the time of our imspection they
were switehing uvir from the use of Gnome-Rhone

engines to the imerican built Pratt and Whitney

anglnes,

The model is known as 175 with Gnome-Rhone
engines nnd it has a speed of 560 kilometers per
bhour at 5000 meters =1ltitude. With Pratt and
Whitney engines it wus known a&s the 176 and had a
spead of 520 kilomsters at 3000 meters sltitude.
Later type Pratt and Whitney engines now on order
of the two-speed construetion would inecrease this
performance ¢ ausiderably, Theweight of the unit
complete we were informed was 7000 kilograms, This
unit has been in eonstruction far only one and a
half months and the first units were only just
reaching the front. In addition to the factory in
Bordeaux they hed several additional mnufeoturing
units, Beveral of which will be referrsd to later,
0f the workers twenty-five to thirty pearcent were
women and it was their plan to inerease them to
fif'ty percent of the total. The manager estimates
that the production was et that time approximately
helf of what he would expect in the Paris HI'8A.

He informed us that wages were 8 francs per hour for
men and 5 to 6 francs per hour for women.

Alrplanes manosuvering over-head were pointed
out to us as exeouting an imaginary bambing attack on
HBordeaux so th 't the military could learn to protect

Bordeaux
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Bordeaux in the event of & German =ttack.

We then proceeded to the final assembly and
test units ut the large air field of Merignae
ebout ten kilometers out of the oity. Here we
saw the ships put through finish assembly in one
mamufacturing unit and then wheeled into another
large unit where the auxiliasry ecuipment such as
armament wes cdded =nd the sirplanes camouflaged
ready for delivery to flight test.

The field was surrounded by a suocession of &
large milit.ry hangars as well as new and sub=
stantial barracks for Air Force enlisted personnel
and for officers. Heedguarters buildings were
across the field =nd opposite from & commercial
station end conirol towsr. The entire area was

heayily policed with troops.

Jur next visit was at the emergency Purgeoct
factory in Bordeaux which had been assigned the
task of making sets of engine parts. The Purgeot
organization prior to the war had been making 300
cars per day and during the last war had manufactured
Hispano=Sulze engines for the Goveroment. We were
informed on Americen asuthority that they were among
the best of the Hispano=Suizas built during that
period. However the mmnagement bhad requested that
it be allowed to make Gnome~Rhone parts znd was

therefore organizing & group of small factory units
soattered
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scattered through the Bordeaux area for this pur-
pose,. The machinery had been ordered in imerioca
by the Allied Purchasing Commission and was com=
ing in and as fast as 1t arrived it was being set
Up. We saw a large guantity of it in operation.

To camplete their program they still needed
additional mschine tools and they had to complete
new buildings some of which they had moved from
the Paris areas, It was 2lso necessary to recrult
new workers =s well &s bring down & great many from
the Paris areas and in addition they wers lacking
important items of raw materials. It is interest=-
ing to note thut they were bringing from Paris to the
Merignaoc loeation = factory building of 100,000
sguere feat which we later saw partly ereoted.

Mr. Purgeot canpleined that some of his bast
men were taken by the army. His schedule ocalled
for 600 sets of parts per month beginning in July
1940, Each of his factory units of which there were
three in Bordecux and one & few kilometers outside
of Bordeaux at Merignee produced different parta.

The assembly and test we were informed was to be dane
8% the underground assembly base for the Gnome-Rhone
"shadow" system.

He also had been assigned the manufaeturing
of landing gears and in one unit was to make the
Amiot fuselage. The Gnome-Rhone engine model was
the small model "M"™ used on the two=engine Potez

and Breguet,
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We had en interesting meeting with Captain
Henrl Pagny formerly & member of an Americen oil
company organlzation and recently & ppointed as
the Air Ministry officer in charge of contaot with
all American service representatives, It was very
obvious to the commission that the Alr Ministry
had not provided in its planning far the efficient
use of the .merican service representatives.

This was confirmed by Captain Pegny. Thus it seems
difficult t¢ find out where the imerieen equipment
wes beling essembled, set up, overhauled or

operated. Lt was also difficult for the Service
representatives to get housing agcommodations,
travel permits, gasoline =nd the like., Much

work wes necessary before the Ministry could
satlsfactorily clear up this situation,

Captain Pagny volunteered the information
thet one Pratt and Whitney motor was eguivalent
to three Hispsno=Suiza motors or four Gnome=Rhome

motors in overall usefulness at the front.

The following dey we set out for the city of
Tarbes to inspect the main Hispano-Suiza "shadow"
Tactory. This is loczted approxim . tely 150 miles
east by south of Bordesux, This unit was designed
to produce 250 engines camplete including assembly
and test, However, by this time the military
situstion hed becoms sufficiently ecute so that

they were evacuating the Hispaho-Suiza factory
from
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from the Paris quarries to which 1t had moved from
Bols Colombes. In other words this large production
unit hasd no sooner begun to well establish itselr

8t the guarry befare it againmd to move. The loss
in production is obvious,

It will slso be remembered thet Fordeiir had
in the stme period built its new factory at Foisay
and hed in turn been forced to move to Bordesaux,
Similerly the "B=G" Gocessory factory was rushing its new
unit in saithern France as did the Turbomereca super=
charger company and luastly the Gnome=Rhone Company
had to move from BElvd., Kellermen which had been its
main faotory, There was no way of finding out whether
it would have been rossible to evagouate the remaining
aviation units from the Paris area, It was obvious
that such factories ns the Gnome-Rhone forge shop at
Gennevilliers with its heavy mechinery could not be
moved in time to prevent it from falling into German
hands,

Frior to the inspection of the faotory a con-
ference wgs held between the Hispano-Suiza and the
Ford managements to formulate a policy in connection
with the plan of the American Ford unit far the
manufacture of Hispano-Suiza engines or parts, A
copy of their conclusions as typed by them and given
to the commission is attached., The commission was
asked to familiarize themselves with the reasons for
these decisions so that unofficially they might be

of
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assistance upon returning to imeriece if additional
background were asked for by the imerican officials
concerneds The commission made it clear that their
aotlion in this case would have to he entirely un-
offieial; from whieh point of view it would be glad
to be helpful in passing slongz the situation which
it had observed rirst hand,

In general the commission felt that the Gnome=-
Rhone progrem hed been better planned and more
skillfully executed from production point of view
then the Hispano=Sulize program c2nd that while it
could not drew any clean cut conclusion it felt that
if anything the Hispeno-Suiza engine was the better
angineered of the two,. From what had been observed
it did not seem possible that the Hispano=Suiza pro-
duction program of 1300 engines per month could
possibly be obtained until well into 1941,

The Terbes unit was originally a factory for
mking heavy electrical machinery. Practically
100% of the machine tool equipment h-d come from
the United States and was practically new and of the
very latest and best design. The mrohines had been
started up by Ameriean mechine tool representatives
and it seemed well within possibility that the sost
eould espproximate the figures which we had been given
in Paris. It will be recalled that we were told
that it cost 2700 howrs to tuild an engine at Bois

Colombe whereas they expected Tarbes to manufacture
for
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For 1400 hours the same engine,

The equipment was efficlently srranged and
except for certain minor shortages of raw materisl
production was sctive in all departments, A number
of Belgian workmen hed been evacuated from Chaleroi
and were at work. Some Belglan machinery also came
through and was being set up in & separate building
to help out in the Hrogram.

The Tarbes factory had been started in
September ond had 3500 employees, It was not
fecessary to ship the engines to Jonzae since it was
fully equipped to do all the assemblying, 4800 sets
of forging had been ordered in Ameriocarbut as yet
no aluminum ocastings. They were desirious of
furnishing the petterns and an expert to go to
amerieca to obtain the castings along with the forgings
since it was assumed that the enemy invasion had
caused the lerge oluminum foundry to shut down in
the Paris srea.

The Tarbes factory is now 300,000 sguare feet
in size and they were in the process of increasing
it %o 400,000 scuare feet in area, In addition to
the machine shop and the testing facilities they
had,.-":;uuptinnnny well equipped aluminum foundry
and a very fine metalurgical and ochemical unit.

All of the heating and melting eguipment was eleotrio
and was equipped with the latest type of control

instruments,
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instruments, The metalurgical laboratory included
X=ray, spectrograph, and refractive index equipment ,
besides having the usual chemieal and physical test-
ing facilities.

The degree to which women were eamployed was
in eertain instances remarkable, We saw for the first
time in our experience women who hed been trained
83 expert scraper hands, There 2lso were several
instances of women being used as sipervisors and as
tool setters, Une notable instance was that of =
womin setiing up preeision Echines for thread
grinding, They maintain e simple vestibule school for women
and young men.

The method of hendling tools and gauges was
of the best, Inspection equipment angd storage
Taeilities were good, Whenever tools were used
they were reconditioned and reinspected automatical-
ly before agein being issued. The engine test
operation was,as in the case ol the other plants
visited,cut down to n minimum. The facilities and

the instrumentation were excellent,

We next returnmed to Bordeaux where we inspected
the prineipal government overhaul station for aviation
engines. This also was in the process of develop=
ment although during our inspection they were over=-
hauling et the rate of Tive complete engines per day,
Thias unit was carefully planned by the military in
spite of, as we were informed, the factory formerly

having
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having been g Jam and preserve factory, Engines
ware received at ome end of the property and
separete production lines were mintained for the
different makes or motara, Gnome=Rhone, Hispano=-
Suiza and Pratt apg Whitney lines were already in
production a2nd & new line wag being set up to get
Teady for the wri Bht engines which were beginning
to come from Ameriea,

Along-side the fesembly lines was a emzll shop
Tor mking minor parts and ror doing salwege work,
Two separate sets of test fapilities were Provided,
one for liquid, and ope for air-cooled motara,

We ware informed by the personnel that the
imericen motors upon overhaul plainly showed
themselves to be superior to the French motors.,

e encountered a number of aAmeriean representatives
who were engaged in Co-operating with the French
personnel in servieing this equipment at this
station, Their plen is to wark up to camplete
overhaul of 550 angine units PEr month. Also on
the property was = sheet metal departument for re-
pairing cowling and other engine installation sheet
metal accessories., 4 larger shop was belng started
8t Limoges some distange BWEY,

On the following day due to the fmot that we
had been unuble for the past week to gt any emtaot
with the Under Seoretary for Air because of the
military restriotions and the faot that the military
situation was becoming eaoh day more seriously

eritical
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oritieal 1t was decided to c.uplete our report and
recommendntions without further delay, According-
ly this was done the following day and presented

at the Air Ministry office which had been moved to
Bordeaux during the night, The report was first
disecussed with General Martinot Lagarde, irrange=-
ments were then made for the commission to lsave
France via the Spanish border,

The information in this report is based upon
personsal observatians of the writer or, where
stated, was given directly to him by the officials
contacted, It 1s belleved that this is in line

with your reguest,

Respectfully submitted,

-
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Note:

There was insuffioient time for
copies to be made of the memorandum
referred to herein. Copies of the
memorandum will be sent under separate
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THE SECRETARY OF THE TREASURY
;y'/ WASHINGTOMN
A June 28, 1940
—————

Y

iy dear Mr. President:

I am sending you herewith Mr.
Cerlton Ward's Report No. 2. This is
the one referred to in Report lo. 3,
which I sent you on June 26th.

Yours sincerely,

pr

The President,

The White House.

Encl.
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SECOND REPORT WITH REFERENCE TO FAENCH ATRCRAFT
ENGINE INDUSTRY.

On the evening of June 4th, a dinner was glven for
the American group by the officials of the Gnome -Rhine
organization. It was learned at this dinner that the
Air Ministry had not committed itself on Gnome-Rhéne en-
gines beyond December 15, 1940, theraby creating & very
diffioult probleam for private industry to face. The
Gnome-Rhéne management felt that it raquired, for effi-
gient planning, a schedule from the Government that
would cover it for at least a yesr (this would check
with American practice, under war conditlons, as a mini-
mum). The Gnome-Rhéne management also statad that due
to the use of a penslty clause foT non-delivery which had
cumulative penalties up to 10%, whereas the allowable
profit on any contract is limited to mot over 4%, that,
therafors, the company was forced to always be ahead of
time on its deliverles if it was to atay solvent. The
company felt that thls was not a practical or efficient
situation under the circumstances.

It 1s also of interest to note that losses on one
contract are not spplicable, as an offset to any exces-
sive profit over the 4%, on enother gontract, aven though
both run concurrently. (It 1s obvious that without scme
very flexible administration such a poliecy weuld be im-
practical under present conditions where factories are
being moved at A moment's notice, women workers are belng
substituted for men, old machinery ia being put into

gotive production, new Sourcss of material are being
started/
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started up, all tending toward a situstion whioh would
make agcurate predictable costs almost impossible with

any reascnable degres of agourmey). It 185 slso interesting
to note that the heed of the Onome-Rhéne company is the
first one to advanoe to our group the thought that what
France should have is complets airplanes, including engines,
instruments, and armament, all ready to fly rather than,
for instance, the purchsses of engines as a separate ltem.
It was also polinted out thet up to five years ago Onome-
Rhéne aotually had engines in stook ahead of installation,
although there bad been improvement in the Covernment air-
plane production factories since that date, whioh, it was
steted, tended to more neerly belance the situation. It
was also further stated that what France necded was long-
range heavy bombers, such as the American B-17 (it must be
remembered that the bomblng of Parls had ocourred the day
bafore, and the thought in this gentleman's mind was that
such bombers as the American B-17 could readily fly over
Berlin and duplicate the results of the bombardment of
Paris, thersby bringing home the result of such teaoctles

to the German people and Jerman officials in an important
end practicel manner). It was agaln lmpressed upor us
that one unit of seropautical eguipment avallable at the
front under today's conditions would be worth many unlts
perhaps slx months from now.

The impression of the American group at this dinner
was that the Onome-Rhine mapagement 1s thoroughly pro-
duction-zinded and is attempting to let nothing stand in
the way of produstion that lies within their own power
(it was learned on the followlng day that the Air

Ministry/



-3 =

Ministry gave tham an order for three months additlonal

engine gapeoity).

On the morning of Juns Sth, an officlal from the Alr
Ministry arrived early at our hotel with a guery as to
whether America could furnish lending gears for Fremch air-
planes, as the industry wes behind on this unit. The writer
recalled having seen outaide the Caudron fastory during a
vislt to the Alr Miniatry a large quantity of training
planes which were complete, except for landing gears.

They wers stored in the cpen landing fleld which wes being
bombed during the writer's visit. The Amerlcan group ad-
vised that this matter of landing gear procursment be di-
rectly taken up through the representatives of the French
Mission in America without delay, and with sufficient tech-
nical information so that American landing gears could be
supplied toc the planes in question. It was stated that
300 per month would be needed.

The group then progeeded to the Gnome-Rhéne forge
and foundry at GCennevilliers. The Grome-Rhine management
explained that this unit is a unit which makes raw ma-
terials of any kind and for any purpose wherever and when-
ever a shortage appears in their regular procurement. It
is an extremely large operation and is wery vulnerable
to bombing. The equipment would be 4ifflcult to move in
many instances, since it coneisted of large-sized steam
hammers, presses, and other equipment involving not only
great weight but wvery heavy foundations. The management
operated a Diessl power plant, although the factory is

within/



within a short distance from the largest power statlon
in the Paris area. It runs the Diesel station at part
capacity at all times, alternating its units in such e
way that all of them are kept in perfect condition for
any emergency, and takes the rest of 1ts power under
normal conditions from the power company station.

The American group observed in this factory the
casting of aviation cylinder heads in metal molds, a
process which is not available in Amerissn. It has been
stated by many American enginesrs that this process is
an improvement over the same casting methods used in
America. It is evident thet this casting is more precise,
with a lower scrap and with a much lower finishing labor
requirament. Sand cast heads are also made in this
factory to fill in production needs, so that the two
processes could be viewed under like conditions by cur
Eroup.

The working conditions irn this factory were almost
feverish, and the plteh of activity was wery high. Women
were used wherever possible and, in one instance, & woman
wae obsarved operating & new Amsrican Erle forglng press
which had been set up and begun operating two days before.
This apparently was the first introduction of women into
tha heavy forging shop, where conditions are hot, dirty,
and extremely noisy. We also ohbserved a woman in the
foundry running a medium molding machine, as well as large
pumbers of women on core work and finishing operationa.
We observed orankoases being forged in a 35,000 kilogram
hammer, as well as propeller blades and other large

aluminum forgings. In the same shop, steel crankshafts,
master,



maater rods, and other ferrous parts ars being fabricated.
A press was aveilable with a 1500-ton capacity, but it was
interesting to note that most of the large equipment had
been built in Germary before the war.

The workmen are all on & bonus system and ara guar-
anteed a base rate of 10 to 12 francs per hour. While tha
factory is designed to make up shortages and, therefore,
must be ables to make any piece of raw materlal in any of
the varlous metals, nevertheless the rate of production
on ocertain itemas was rather high. In the case of cyllnder
heads, 1t amounted to between 500 and 1000 per day, con-
afsting of the permanent mold type and the sand cast
type. The ccmpeny 1s also proouring steel and stesl
forgings in the United States. The feeling seemed to
exist that aluminum would not be procurable in a forged
form dus to the demands of American industry on its own
sources (from information givan to the writer before sail-
ing, it 1s bellevad that conditions at that time would have
permitted American industry to aid in this direction if
called upon).

Some rough finishing work is also done in the Genne-
villiers plant as well as making forged dies and patterna.
A summary of our views on this fectory unit is:

1. Extraordinary degree of production activity in
both numbsrs of workers and as to the rate at which each
worker applied himself.

£. An extremely flexible management.

3. Laock of efficient or late types of squipment
ware npot permitted to atand in the way of using everything

available, even though roundabout methods had to be
adopted,



adopted.

4. A preference for American steels, wheraver they
can be obtained, on the basis of greater uniformity.

5. No magnesium being used for castings or forgings.
No satisfactory answer was glven for this, end it is in-
ferred that there is no sufficlent supply avallable.

6. The vulnerability of this plant 18 one of much
conoern, although there are faclilities existing outside of
Paris for furnishing every one of the items manufactured zt
this location.

The management was unwilling to state the rate of 1its
production, on the basis that it was not privileged to give
this information. From other scurces, it was salid to be
820 engines last month, of which 700 were actually manu-
factured and the balance were put together from inventory
and by shortening the final testing. We were again informed
that the Model 14-R engine will be awvallable before the end
of this year, to have a normal HF of approximately 1500, but
that there are few airplanes which are avallable for taking
this motor at this time. Two of these motors are sald to
have had considerable test time. The company contlnues to
be ashead of the Alr Ministry schedule for reasons outlined
and, with its affiliated groups, plans to attain an over
all production of 1800 per month early in 1941l. It was
learned elsewhere that this organization is looked upon
favorably with respect to 1ts ability to produce, end that
the management 1s energetic. We were informed that its
main plant, on Boulevard Kellermann in Paris, 1s rapldly
being dismantled and moved to another locatlon, so that
it was not necessary to inspeot this unit although, up

to/
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to the war, this plant had been its principal one.

At noon a luncheon was given to us by the management
of the Ford and Ford Alr interests in France. It was
learned that at the present time six Dewoltine fighters
are being made per day at the Toulouss factory. This 18
regarded as the best French fighter.

This factory plans to inoreasse this ocutput to 15 a
day mnd, while there were a few motors ahead, the airplane
produgtion now has been brought up to a polnt where it 1s
equalized with that of the Hispano-Sulza motors. The Ford
Company has been given firm orders for 10 months ahead,
but ths Ministry has instructed them to keep on manufac-
turing in any event. In other words, this firm has found
it desirasbls to contract for materials at times beyond the
10-month production schedule if, in its Judgment, this is
necessary. It does not feel that this is a systematic
method of operating a private enterprise, even in wartime,
and the writer was informed thet industry is endeavoring
to correct this situation by longer range planning. From
81l sources with whom we contacted, high praise 1s glven
to the present head of the governmental asronautical pro-
gurement, the Under Secretary for Alr, Colonel Mény.
During hir seversl months of offles, it is stated that the
Government has straightened out many procurement problems
and policies, and is making decisions promptly when needed.
It is said that this present procurement administration for
the aeronautical industry is a non-political one, the head
being a former chief administrative officer for the (oil
company with which Colonel Mény was assoolated).

The /
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The Ford Alr Compeny is not yet in production, but
expecta to be within three months, 1t was stated. Their
plan is to produce parts for 300 motors per month by the
end of this year and, using their own estimate of the
Hispeno-Suiza productlicon, both in the main and shadow
plants, it was stated that it was doubtful 1f the total
would reach the totals planned for, but would have a rate
of production of around 700 engines a month by the turn of
the year. It will be recalled that the Ministry plan ls
to build this up to 1300 a month at the firat opportunity.
The writer was informed, although this could not be veri-
fied, that one of the causes for the financial difficulty
of the main Hispeno-Sulza organization, which has alresdy
been referred to, was, in some measurs dus tc payments to
the Government because of inability to make deliverles as
expected. The Ford Ccmpany atated that this brought about
a contract between the Covernment and the Ford Company which
had no penalty provision, and it was predicted that this
would soon be gensral.

We wara also informed that the Government had greatly
purtailed its inspection services and that Government in-
gpeotors were pretty generally removed from all procass
operation inspection, &nd that final inspection had in
some measure also been curtailed. The Government raquires
a guarantee of 150-hour, or one year, operation, depending
upon which is attained first. In the Hispano-Sulza group,
it was planned to set up one to one and a half percent of
the sale price of each ongint as a pooled fund from which
to back up this guarantee and that, aince the Ford Company
mede parts only and the inspection and assembly and test
were to be done by the Hispano-3ulza operation ir a

ssparate/



geparate unit, the division of responsibility would in
gach instance have to be worked out between the companies
concerned. It was admitted that this was rather cumber-
some and it was evident that there is uncertainty as to
the business practices which will have to be adopted be-
gause of the unusual production conditions that are pre-
vailing. The Ford Air Company pointed out that its lack
of toolmakers is extreme and that important help will have
to coms from the outside. This company has attempted %o
procure all of its raw materisls, wherever possible, from
the United States. Its orankshafts are bought in the
following manner: steel from Republic; forglings from
Wyman-Gordon, and machining of the erankshafts from
"Jackson". Its forged rods will come from Bathlehem
Steel. Its cylinder barrels or sleeves come from Timken,
its valves from Thompson Products, end 1ts tool steel from

America.

later in the afternoon, our group visited an accessory
plant. This company is the "B-G" and 1s at present in
Paris., Plans have been completed and construction is
nearing completion for a new plant in the department
of Gironde. This plant is a llcensee of ths "B-G" Company
of America for spark plugs, but also manufacturas magnatos,
"gyro” instruments, ignition harnesses. This factory, as
well as the design of the magneto, impressed our group.
The magneto is a new development, having been completed
within the last eight months and already the production
1s 1000 per month. It is made of exoellent die caatlngs,
and apparently high-grade material in all respects. The

machine/



T

machine equipment is good and the tooling aprears good.
Here again a great many women are used and all departments,
except assembly, worked twenty-four hours, seven days a
waek, The same number of harnesses is made per month both
for Hispano-Suiza and CGnome-Rhfne motors. Large quantl-
ties of spark plugs are manufactursd, although the gyro
instruments are only in the sarly stages. The magneto
is much simpler than the American types, but apparently
contains all of the important features, such as even-firing,
booster connections (although it was stated that no booster
is roquired, nor have the French engines bean forced to
use boosters), careful attention to oil seals, single and
double magneto types, ete. It 1s not known, bowever,
whether this magneto would pass Amerlcan Army and Navy
tasts.

In conclusion, the Ministry has not indlcated to us
that mcoessories as yet have become a serious problam in

conneotion with speeding up engine production.

On Thursday morning, the Commisaion had been asked
to present to the Ministry 1tas analysis of the plant and
facilities of the sub-licenses of the French Government,
Talbot Motors, for the manufacture of American Fratt and
Whitney engines. A survey of this plant has been noted
in Report No. 1. From our inspection and information
gained subsequently, it was pretty evident that:

1. The management of Talbot Motors and the Minlstry
had lost confidence in each other.

2, It wes the Ministry's feeling that they never

knew whether to take the face value of elther the
financial/
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finanolal sohedules or the production schedules worked
cut by the Talbot management.

3. On the part of the Talbot management, it was freely
stated that the Ministry had made it plain that they did
not enjJoy the confidence of the Ministry and they felt that
they had reachesd the limit of thelr own resources with the
result that the plan could not be concluded.

4. A survey of the plant Indicated that:

(a) Over a million dollars in the latest and best
machine tools, almost entirely American, were installed
in a brand new factory.

(b) A great quantity of tocls and fixtures had been
manufactured from Pratt and Whitney drawings for producing
parta.

(o) The management said that in two more monthas it
could complete the tooling of the englne

(4) To make the complete engine would require approxi-
mately two more million dollars of machine tools, in ae-
cordance with the list submitted to the Ministry in October.

(a) No evidence of a strong organization was found.

(f) Thers was evlidence of poor finaneial administraticn
and good engineering administration.

(g) Likewise, in the separate plant formerly used for
automobile mapufactura, there was a large amount of suit-
able but old egquipment, only a small portion of which was
now being used by wartime proourement.

(B) The plant was highly vulnerable to bombing and,
in the event that enemy forces secured the Parls ares,
very valuable equipment would fall inte thelr hands

unless guickly destroyed.
5./
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8. Much of the equipment which was not being put to
good use in the factory would be of material assistance
elsewhere. However, much of the egquipment could be put to
agtual advantage in the manufacture of separate parts for
the considerable quantity of FPratt and Whitney enzines now
being used at the front and for an even larger amount yet
to coms from America.

It was evident from the Commissicn® inspection of the
various plants that there was a shortage of toolmskers and
tools of the nature which Talbot already possessed. The
Commission came to the conelusion that the moat practical
thing to do with all of the sbove circumstances in mind
was to consider:

1. Immediately removing the equipment from the Farils
danger zona.

2. OCleaning up and terminating the present errange-
ments with the Talbot Company.

3. Turning over the Talbot facilities to a strong
{ndustrial organization, preferably ocne with a good know-
ledge of American methods and with a sympathy and under-
atanding for American manufacturing technique, where the
faeilitias could be combined with like facilities on similar
work a8 & separate department or unilt,

4, Such a unit was exemplified by the Ford Alr unit
at Polssy, whera there was every evidenoe of high-olesa
management, a full knowledge of American methods, a controot
to manufaoture liguld-cooled englne parts, a shortage of
firat-olass machinery of the type ownsd by Talbot, &
severs lack of tools and fixtures of the type owned by
Talbot, and last but not least, an eorganization whioh

had/
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had already moved to & locatlon mear Bordeaux a majority
of its meronautical mctivity and where it wus said to have
additlonal room avallable.

Upon recelving the anslysis of the American Misalon,
Colonel Mény, Under Secretary for Alr, suggested that the
Ford organizetion might be the one to consider. No al-
ternate plans were suggested, therefore, by the Amsrican
Mission unless requasted by the Ministry. It was indicated
that if the plan can be worked out, preductlon will be
started on spare parts from materisls already recaived
from America, and serious consideration will be glven to
completing the installation of sufficient eguipment to
have & complete englne plant, with this latter sonsidera-
tion belng left open until e more detalled study could be

made.

In the afterncon the Mission journeyed to the Ford
Truck plant at Aspléres, in the Faris area, at the request
of the Ford managemsnt to discuss general procurement prob-
lems. The two groups were Joined by Celomel Mény, the Under
Ssoretary for Air, whersupon 1t wes announced that the
Ford organization in the United States had cabled that
1t was willing to conslder manufacturing the Hispano-

Sulza motor recently developed of the four-valve type and

snid to ba of considerably inoreased HP.

It wae stated, however, that the Ford organization
would undertake to do this only upon direction of the
United States Government, through whom the enzines would
be Alverted to France, and providing the United States

Government was interssted in investigating the use of
this/
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this motor to 1ts own edvantage, perhaps es a fourth source
of motor types ir the United States.

The Commisslon felt that this matter was officially
not within the scope of ite considerations and merely at-
tempted to answer questlons with respect to the known faots
goncerning American power plants compared with the Hispano-
Suiza engine. In this regard, the discussion covered the
fact that the American motors sc far used in France had
proven superior to engines of local manufacture, and that,
in addition, larger EF models would be avallable in these
types in the United States before the Hispano-Suiza motors
could be put into production, end that the new Hispano-
Suiza had apparently not yet as much engineering background
of experience in the new form as had the newer American types
of motors with whieh 1t might readily be called upon to
compete. It was pointed out that this was a matter which
would undoubtedly be ccnsidered carefully by the englnears
{n the wvarious Covernment services, and that if the decision
ware to be made in the nesr future, 1t would undoubtedly
thoroughly test the Hispano-Suiza motor which is belng {mme-
diately despatched to the United States for the purposa.

At this point, the Ford management put out some very
interestinz figures in comnnection with the costs of the
various types of motors here., These flgures indicated
that the Hispano-Sulza motor of equivalent HF could be
procured by the Frenoh Government more cheaply than tha
equivalent Cnome-Rhéne type. Secondly, that Rolls Royoe
angines could be prooured in France for LEB50 whioch, on
the basis of thelr mathod of conversion, was also cheaper
than the Onome-Rhéne engine. However, all of these figures

work/
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work out between 425,000 francs and 475,000 francs for

the Hispano-Suiza and the Rolls Hoyce engines, and 500,000
francs for the Onome-Rhine engine. The Commission was in
no position to comment except to say that it wes the opinion
of many englnesrs in the United States that s liquid-cooled
engine, exclusive of the cooling radlators, ete., which it
was necessary to include in en engine of this type, would
eost in the United States from 10% to 20% more than an
equivalent air-cooled engine of an American type. At the
present moment, of course, actual costs were neerly 50%
higher since the liquid-cooled engine had not yet had the
benefit of normal producstion. The question of greater
vulnerability for the liguid-cooled engine in times of

war as against the results with air-cooled sngines was
brought out by Colonel Mény.

The American Commission closed this discussion by
stating that it was their belief that these aspects of the
situation would be thoroughly appreciasted in the United
States by competent authoritlea,

Colonel Mény then retired and the discussions wera
turped into considerations which would lean to an improve-
ment in the preduetion situstion here in France. This
disoussion broucht out the fact that the more advanced
units of the indstry beldwed that = more orderly control
of production and planning for production and a system of
followlng up production was needed. To best bring this
into being, it was suggested that 1t should be started
in the Ministry office with a view toward reasomably
standardizing the types of schedules from the various
units, making them all part of a larger plan. Secondly,

it/
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it was brought out that much would be gained by having the
representatives of the varlous industries vieit aemch other's
plants with & view toward picking out the better featurass
and attempting to combine them in all of the various manu-
faoturing plants.

The Commission's inspection plainly revealed that some
feotories were outstanding in their use of planning methods
which others lscked, and that in other insteanoces, some of
the units which did lack planning methods had outstandingly
high labor attitudes togather with high standards of super-
vision having to do with production. Still others had more
advanced inspection technique, ete., so that if these could
be combined the general afficlency throughout the industry
would be promoted.

The Ford management then outlined certain features
of procurement which, 1t 1s felt, are of lnterest:

1. Eaoch contract is limited to a 4% profit anpd 1s
audited by representatives of the CGovernment, but without
any standard form of accounting procedure. In other words,
our infersnce is that there is considerable disoretion per-
mitted to take oare of the unusual situstion prevailing.
There is no averaglng of profit among contracts.

£, Penalty olauses had been tried and were apparently
falling into disfavor.

5. Extracrdipary war facilities such as bulldings,
machinery, ete., were being amortized on & formula as
follows: B50% the first year, 25% the second year, and 258
the third year. At present no agreement exists with ref-
erence to the possibility of the war ending after a brisf
period and leaving the private industries with high book

values,
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values for war facilities. This is under disoussion at
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the present time between industry and the Ministry.

4. The original warranty required of the angines
demanded a guarantes of two years, or 200 hours of operation,
whichever was attained first. This was found to be too
long a period and recently was reduced to one year, or 150
hours of operation.

5. If a manufacturar continuas to use the war facili-
tisa upon conolusion of the war, it ia assumed he will
rebate to the Covernment excess depreclation allewed.

It was then explained to us that ths Ford Air, which
is set up as & part of the Hispeno-Suiza production plan,
has so far besn given the job of making complets sets of
parts which are to be assembled by Hispano-Suiza 1o an
underground assembly plant at Jonzac, in the Bordsaux re-
gion. The Ford Company is responsible for delivery of the
parts to the assembly plant and for the quallty. Industry
iz short of qualified inspectors, it was then brought out.
8o far, Ford Air has an order for 2100 motors spread out
over 12 months. It has no penslty olause for non-delivery
and is setting eside 1-1/2% as a fund for supporticg the
warranty. OComplex probleme are involved in declding upon
responsibility for fallure or damage to an englne within
the warranty pearicd. Many of thess problems are yat to
be worked out in the light of experience. It is part of
the Ford Air plan to secure all of the raw matericls that
it possibly can in America.

Arrangements were made by the Minlatry to take the
American Commission to the Scclété Turbomecs at Billancourt
(Paris). The purpose of this trip wasto show the American

Commiasion/
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Commission a highly advenced supsrcharger desiezn of a

type not well known Iin America. This ia known as the

Szylowskl compressor. liork was started on this unit at

the reguest of the present Inspector Geapneral of Aeronsutics,

Martinot Lagarde, in the year 1928. The inventor, Szylowskl,

has worked on the unit continuously during the intervening

pericd in order to develop what he claims is the scientific

background of elastiec flow at high speeds for which he claims

to have a mathematical analysls. The supercharger has e

unigue system of variasble blades which permits it to main-

tain its efficiency over a relatively wide range of opara-

tion. The mechanism, while more complicated than the

standard supsrcharger, is a purely automatic device and

is operated by a sylphon control which corrects the blade

satting of the supercharger to give the highest efficlency

at all altitudes without attentlon from the pilot. In other

words, for & mechanlecally driven supercharger, it attempts

to approximate in its operation the desirable features of

an exhaust gas turbine-driven supercharger. Manufacture

of this unit wae begun in September, when war was declared,

and last month the factory made over 200 of these units,

all of whieh are to be on the Hispano-Suiza engines and

which are to be used on the Dewoitine fighter. The ourve

of efficiency for the supercharger, it was stated by the

inventor, shows a top efficiency of 80% and thia drops

vory alowly on a curve instead of in a atraight line, soc

that it has a high efficiency over a relatively wide rangs.
Work of the Commission has apparently besn concluded

in the Paris ares and we leave for the three outlylng

ghadow factories es follows: Le Mans - Gnome-Rhéne;
Bordeaux,/
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Bordeaux - Ford Air; Tarbes - Hispano-Sulza.
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THE SECRETARY OF THE TREASURY
WABHINGTON

JUN 28 194y

My dear Mr., President:

In your lettar to me of December &, 1979, you advised that you had
oreatad an informal committee to represent the American Government in
its contacts with the interested foreign governmants in all matters re-
lating to the purchass of war materials in the United States, consisting
of the followlng:

(2) The Director of Procurement, Treasury Department;
(b) The Quartermaster Gemeral of the Army; (e) The Pay-
master General of the Navy.

Subsequantly, the Executive Assistant to the Assistant Secretary of
War, Colonel Burns, was designated to serve on this committee in lieu of
the Quartermaster Genmeral of the Army.

At the time of the formation of the committee, Captain Collins was
Director of Procurement., OCaptain Collins carried on these important com-
mittae duties along with his reguler dutiss as Director of Procurement
with the result that it was physlcally impossible for him to glve to the
regular work of the Division the supervision necessary for its efficlent
functioning.

Upon the resignation of Captain Collins, Mr. Donald M. Nelson came
to the Treasury snd took over the Proourement duties. MAs he is now to
leave the Treasury under his new assignment, I think it is an opportune
time to separate the supervislon of the regular procursment functions
from thoas of the forelgn purchases under your committee set-up. I should
like, therefore, to recommend that Mr. Philip Young, Assistant to the See-
retary, be designated as Treasury Representative on the committee having
to do with matters relating to forelgn government purchasing in the Unitad
States, in lieu of the Director of Procurement.

For the supervision of the regular procurement duties I propose to
appoint Mr. Clifton E. Mack as Director of Procurement by trenafer from
his present position in the Bureau of Internal Revenue. Mr. Mack has been
devoting his time for the past several months to the reorganization of the
Division and he has brought about such fine results and has shown such
marked capacity for the work that I feel he is ideally equipped to take
charge of the Diviaion.

Faithfully yours,

W; z% fan—
The Preaident, 8/-@ the Treasury.

The White House.



THE SECRETARY OF COMMERCE
WASHINGTOMN \
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Dear Miesy:

Here is n memorandum on excess
profits tax. T meant to give this te
the President yvesterdsy efternmoon, I
wonder if you could get it to him when
he gets back from the trip, beecsuse I
think he is going to send s mesange up
on Monday.

Eincerely,

oz

Mise Marguerite LeHand,
The White Eouse.



National defense is a national task to which every American must
contribute with his talents and treasure in accordance with his ability
end the country's need.

I am convinced that our people are gladly willing to mnke whatever
gaorifices may be necessary to make America strong and keep America free.

But when we are asking even our bumblest citizens to contribute their
mite to the national defense, it is our duty to see that the burden of
national defense ie equitably distributed amccording to ability to pay and
thet = few do not gein from the saerifices of the meany. We want no national
defensge millicnaires.

If we wish to avoid requisitioning or regimenting private industry
for national defense and, instead, to utilize the driving force of private
enterprise to push forward our national defense Drogram,wse muet see to it
that excess profits - profita in excess of a fair return on invested
capital - are subject to steeply graduated texation.

As it seems likely that the Congress will be in session during the
gummer I hope that the Ways and Meens Committee of the Houpe and the

Finance Cormittee of the Senate will immediately undertake with the help



of the Treasury to formulate and recommend a fair, workable and progressive
excess profits tax that will convince the country that a neational defense
program intended to protect our democracy is not going to make the rich
richer and the poor poorer.

On the assumption that such excess profits tax legislation is to be
promptly enacted, I recommend the repeal of the Tobey Amendment to the
Vineon-Trammell Navy Act of March 27, 1934 as well as subsequent acts con-
taining the Tobey Amendment in wvarious forms. The purpose of the Tobey
Amendment was to prevent excess profite being realized from certain ship
and aireraft contracts, but that purpcee can be much better and more
equitably achieved by a steeply gradusted excess profits tax applicable
to all usiness without discrimination. The Tobey Amendment limite profits
in relaticn to costs or contract prices, which frequently bear little or
no relation to a fair retum on capital., It has greatly delayed, and in
many ceses prevented, the execution of essentimsl contracts because of the
inability of business men, especiamlly remote subcontractors, to understand
or to gauge the effects of its provieions.

The Senate Munitions Committee found that under the Tobey Amendment
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of the Vinson-Trammell Act "there is absolutely no effective control

of costs possible without a huge policing system of suditors and in-
spectors constently on the premises."® (Senate Report No. 944, Tith
Congress, lst Session, Pt. I, p. 324), and that despite the amendment
"there is no effective profit-limitation law today". (ibid., Pt. VII,

p. 12) The smendment only leads to waste, increases contract costs,

and imposes em intolerable burdemn of cost eccounting which hinders rapid
production without yielding any compensatory advantage to the govermment.
The Treasury estimates that the direct costs of its administration exceed
the revenues it produces. It is imperative that the unnecessary and

burdensome restraints that it imposes be removed.
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STATRMENT ON EXCESS FPROFITS TAX

National defense ie & national tesk to which every American must
eontribute with bhie tealente and treasure in esccordence with his ability
and the country's need.

I am convineed that our people are gledly willing to meke whatever
secrifices mey be necessary to meke America strong end keep Ameries free.

But when we are asking even our humblest citizens to contribute their

mite to the netional defemse, it is our duty to see thet the burden of
netional defense is equitebly distributed eccording to ability to pay end

thet & few do not gein from the sscrifices of the meny. As I have seid
\Eﬁﬁhu'é n#wa oM

before, u[mt ng]nautmnl defense millioneires.

If we wigh to aveid requisitioning or regimenting privete industry
for netionel defense and, instesd, to utilize the driving force of privete
enterprise to push forward our national defense progrem, we must see to it
that excess profits -- profits in excess of & fair return on invested
capitel -- ere subject to steeply graedusted texatiom.

As it eeems likely that the Congress will be in session during the



summer I hope thet the Ways end Mesne “ommittes of the House end the

Finsnce Committee of the Senate will immedietely underteke with the help

of the Treasury to formulste end recommend & fair, workable end progressive

Lﬁ."}"nﬁj

excess profits ta:afﬁﬁiunﬂnea the country thet s netionsl defense
program intended to protect our democrmcy is mot going to meke the rich
richer end the poor poorer. Time is importent -- the erystellizetion of
netionel willingness to make other saerifices that may lie aheed mey
depend upon such proof to the common men thet we ere defending democracy --
noet plutocracy.

If such excess profits tax legisletion should be promptly enacted,
it would be precticable to r-pul_’md I recommend the repeal nri:_.thn Tobey
Amendment to the Vinson-Tremmell Navy /et of March 27, 1934 ae well as
subsequent acte conteining the ‘obey Amendment in varicus forms.

The Tohey Amendment limits profits from certain ship and sirersft
contraote in relation to costs or contract prices. Business men sincerely
willing to help have pointed out that such costs and prices frequently

bear 1little or no reletion to & feir returnm on ocepitel -- end tmt the
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fmendment has greatly delayed, snd in many cases, prevented the sxecution
of essentiel contracts bocause of tha inebility of business men, especielly
remote subcontrsctors, %o understand or to geuge the effects of its
provieions.

The Senate Munitions Committee found thet the Tobey Amendment 1is not
effective, The Tressury estimates thet the direct costs of its edminis-
tration exceed the revenues it produces. The Amendment only lemds to
waste, increeses contrect costs, end imposes an intolerable burden of
post necounting which hinders repid production without ylelding eny
compensatory adventege to the government. lte purpose can be much better
and more equitasbly achieved by & steeply graduated excess profits tax

applicable to ell business without diseriminetion.
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