TREASURY DEPARTMENT

CONFIDEMTIAL
INTER-OFFICE COMMUNICATION

oAt September 9, 1540,
To Secretary Meprgenthau

FROM ¥r, Haaag -

SBJECT: Emnloydent in the Aviatlon dgnufsoturing Industry

: B Employment in the aviatlon zanufasturing industry has in-
gressed by approximately 70 rercent since the end of laat year.
In August 1940, menufscturers of alrplanes emplcoyed 83, 800
factory workers and manufacturers of airplane englnes approril-
metely 26,600 factory workers, a grand total o 110,800 fagt
workereg for the entire industry, 1In December LC'4d, the aggre-

gate employment wae 65,400,

2. Froportionelly, the greatest increase 1in employment has
taken place in the alrplane englne plants, where the number of
factory workere employed in Aupust 1540 wae more than double the
number employed in Dececber 193°. The largeat increase took
place at the Alllson EngineEring Company where employment has
multiplied five times (to 4,600 since the end of last year,

. The August increase 1in employment Wae ALatributed aLONE
practically ell of the manufacturers in the induetry. The

largest incresse in employment -- aporoximately 1,700 exployees --
acocurred at the Olenn L, Martin Compeny., Thle brought the em-
ployment at the Martin plant back tc the peak levele that exlsted

at the end of last year.

b, In recent months Curtiss-Sright (including 1ts subeidiary
¥right Aeronautlcal Corporatinn) has displaced the Douglas Alr-
craft Company as the largeatl gingle epployer in the industry.

In Auguet, the Curtles corporations employed 16,748 factory
workers and Douglas had 14,292, The United Alrcraft Corporation
(ineluding ite Pratt & Whitney divieton) was the third large-=t
employer, with 14,465 employees,

B The attached chart shows total employment in the aviatlon
panufacturing industry and the emplayment of selected companlea
gince January 19277. The atteched tables give the flgures
rlotted on the chart.

Attachmanta



Epployment in Aviation Manufacturing Industry
{Airplanes and Alrplane Engines)

1937-1940
: 1937 : 1938 : 1939 : 1940

Alrplanes
Jan, 22,100 23,700 25,000 56,300
Feb. 57,200
Mar, 24,100 24,200 27,400 E,Egc
Apr, 0,600
May 65,200
June 25,200 22,800 35,500 70,300
July 77,500
Aug, 83,800
Sept. 23,b00 21,700 W1,100
Dea, 23,800 24,100 52,800

Alrplane Englnes
Jan, 5,500 €,500 7,300 13,700
Feb, 15,600
Mar, 6,000 6,600 8,100 17,100
Apr. 18,400
kay Eu,zac
June 6, €00 6,900 g,900 22,600
July 24,900
Aug. 26,600
Sept. 6,400 7,000 9,500
Dee, 6,600 7,100 12,600

Total Industry —— Alrplanes and Alrplane Engines
Jan., 27,600 30,200 32,300 70,500
Feb, 72,800
Mar, 10,100 30,800 35,500 75,800
Apr, 79,000
May £5, 700
June 31,800 29,700 45,400 9 ,Ena
July 102,400
Aug, 11¢,k00
Sent, 29,2800 28,700 50,600
Dec, 30,b00 31,200 65,400

Tffice of the Decretary of the Treasury,
Division of Research and Statiastices. September 6, 1540,



Enployment of Selected Alrcraft Manufacturing Corporaticns
1937-1940

1937 : 1938 : 1939 : 1940

Bell Aircraft Corp.

Jan, 615 222 654 859
Feb, & 2
Nar, 850 290 912 &
Apr, &
May 873
June BO8 Lo 1,410 1,192
July 1,480
Aug, 1,963
Bept. 718 235 703

Dec. 213 606 799

Boeing Alroraft Co.

Jan, 1,834 1,493 2,666 E.EET
Fﬂb, 5: ”'5
i 1,726 1,742 3,016 5,319
Apr, 716
May 5,785
June 1,249 1,836 3,378 6,513
77 §'3§3
UE.

Sept. 1,109 1,94  b4lkes
Dec, 1:355 2,“35 5,199

Gonsclidated Alreraft Corp.

Jan, 3,169 2,540 968 2,837
Fab, 3:“?7
Mar, 3,246 2,518 BlS E,Eﬂ?
Apr, :3“9
Yay EJGua
June 3,099 2:154 832 521
July JT43
Aug. TIEJE
Sept. 2,617 989 1,408

Dec, 2,580 921 2,540



Employment of Selected Alroraft Manufaeturing Corporations

1937-1940
{continued)
: 1937 : 1938 1939 1940
Curtigs=Wpight Corp,
{exeluding Wright Aeronautical Corp.)

Jan, 1,241 2,211 , 802 4, 380
Peb, h 1 2 4,%1#&
Mar, 1,500 2,347 2,939 5,016
Apr, 5,213
May 5,698
June 1,933 2,710 2,848 b, 314
July 51“31
Aug, 6,537
Sept. 2,202 2,736 1,562
Des, 2,007 3,491 3,47

Douglas Aireraft Co., Inc.
Jan, 5-591 5:325 11';33“' 11:952
Feb, 12,077
Mar, 5,961 6,173 4,177 :]L. ,%%9
Yoy 117658
June 6,653 h,672 5,445 11"1925
July b 6
Aug, 14,898
Sept. 5,532 b, oze 6,318
Dec, 6,771 4,110 10,362

Lockheed Alrcraft Corp.
Jan, 910 1,577 2,305 157
Feb. x5 : E:?gs
Mar, 1:09“' 1159“‘ 3-509 I'": 62
Apr. 4,
Usy 5,016
June 1,338 1,797 5,699 5:5591
July ﬁ.E?g
Aug, TlEg
Sept. 1,343 1,997 5,324
Dec, 1,428 2,123 5,156



Employment of Belected Aireraft Manufacturing Corporastions
1037-1940

{continued)

1 1937 : 1938

- -
. "

19%9 : 1940

sa mw sw

Glenn L, Martin Co,

Jan, 1,364 1,814 2,905 10,984
Feb, 9,407
Uar, 1,716 1,832 b,092 9,133
toy' 31587
¥

June 2,084 2,134 6,029 ©,133
July 9,513
Aug, 11,200
Sept. 2,032 2,341 10,070

nﬂﬂh 1.1515 Elﬁ??? 11.:1?“

North Americsn Avietion, Inec.

Jan, g829 1,713 2,223 u,nhﬁ
Teb, I, 32
ar, 889 1,935 2,57 4,154
ﬁan. u’:s?]‘
May 4,336
June gl1 2,400 3,125 L, 782
July b oG18
Aug. 4,916
Sept, 1,272 2,685 2,992

Dea, 566 2,530 2135

United Alrcraft Corn.
(excloding Praff‘EEthtner}

Jan, 2,350 2,285 1,826 2,757
Fet, 3,081
Mar. 2,8 2,168 1,766 3,468
i‘JTPI 3"?:35
Yay 3,9
June 2,ble7 1,972 1,952  §,282
July ur523
J“zﬁ. ﬁlthE
Sept. 2,439 1,290 2,123

Daa, 2,33 1,774 2,588



1937-13k0

{rontinued)

1937 : 193& : 1939

Vultee Airoraft, Ine,

Jan, 6L
Feb,
Hﬂrt m
Aor,
May -
June 5e0 B335
July
Aug,
Bapt. LI-}Q ZE8
Dee, 334 662

Employment of Selected Alroraft Menufacturing Corporations

L I




Employment of Selected Airplane Engline Corporstions

193?—19%
. 1937 : 1938 : 1939 1049
Allison Engineering Co.
Jan, 218 2h2 4sh 1,114
Feb, 1,261
Mar, 2293 297 LER 1,610
1;:."‘. 1'19 E
May 2,7 6
June 238 339 558 7,254
i 2
Sept. 238 382 62 :
Deo, 266 439 g0l
Jontinental Motora G .
“(Airplane Engine DIE%%&ﬂnJ
Jan, 151 153 13# =1
Feb, > UL
Har, 153 152 138 358
oy r
Juga 162 144 171 358
July 398
Aug, 382
Sept, 135 146 203
Dec, 152 1k2 243
Lycoming Division of Aviatlion Manufacturing Cern.
Jan, alo 729 519 &1
Feb, 38
Mar, B89 7ol 521 657
Apr, 71l
Vay 765
June 901 549 573 819
July B73
Aug, a70
s, 756 514 o
Deoc, 762 506 £E9

‘i}T_



Employment of Selected Airplsne Engine Corporstlons

1937-1940
{continued)
: 1937 : 193¢ 193¢ ; 1940
Prett & Whitney Alrcorseft
Jan, 1,931 2,h67 2,264 b2
Feb, 5 4 2:5“&
Mar, 2,119 2,429 2,659 7,158
ADr, ?.? 1
May 7:16
June 2,384 2,555 3,068 8,50
gulr 9;&51
ug, L
Sept, 2, 2,384 7,394 A A2
Dez, 2,618 B, 227 5,022
Wrlght Aeronautical Cerp,

Jan, 2,254 2,607 3,398 JH11
Feb, ,DB1
Uar, 2,515 2,705 3,771 E,SEZ
Apr,. 5,9
kiny 1,882
June 2,800 2,930 3,997 8,622
July 3,km
Aug, 10,151
Sept, 2,690 3,184 k 026
Deec, 2,608 3,374 5,141
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THE SECRETARY OF THE TREASURY \ -
WASHINGTON

Sept ember 11, 1940

KEMORANDUM FOR THE PRESIDENT
Recent Petroleum Information

The following information is based on recent communi-
ecatione received from London by Eritish oll authoritlies now
in this country who have made it available to the Treasury:

1. In contrast with recent estimates that the quallty
of German aviation fuels 1s declining, it 1s now determlned
that the average coctane number for German aviation fuels has
been steadlly 58, varying from 87 to 92. (This octane has
been attained by adding the relatively high tetraethyl lead
content of 5.5 cc's per imperial gzallon, or 4.6 cc's per
U.8. gallon, to base gasollne of 7O to 72 octane. In other
countries, this cuality fuel is normally attalned by adding
3 co's per gallon to 7ﬁ-?s octane baslc stock.)

This determination was made by examinatlon of gasollne
in German airplanes brought down in the war verlod un to
September ©, 1940,

2., This opinion conforma with the oolnion of Standard
011's military aviation expert (who returned from London
in July) thet Germany 1s using aviation ezasoline of &7 octane,
The latter expert pointed out that German motors operate as
efficlently on 87 octane as United States and Erltlsh motors
en 100 octane, because of the substitution of direct fuel
injection in place of carburetion in the motors.

3. Spanish stocks of all petroleum products have de-
clined from 217,000 tons on August 1 to about 180,000 tens
at the beginning of September, and will further decline in

September.

L, The British and Spanish Governments have agreed
that Spanish stocks will be malntalned at 160,000 tons
(1.1 million barrels).

This stock represents about 2% months' supply at present
restricted Spanish consumntion, which is estimated at
63,000 tons per month (440 thousand barrels).



-2 -

"Special limitations" are placed on stocks of lubricet-
ing oile and aviation gasoline,

(The estimated consumption of 63,000 tons per month,
or 760,000 tons per year, ie below requirements in the years
preceding Scain's civil wer -- imrorts amounted to
859,000 tons in 1934 and 790,000 tons in 1935, )

5. The British Government has required assurances that
none of tne oll imported into Spaln will be made available
for enemy alreraft, military or civilian,

6. The 160,000 ton stock iz the result of a compromise.
The Britieh origlnally wanted the figure to be 150,000 tons,
while the Spanish wanted more,

The Brltish compromlse was made partially as a result
of nolltical consliderations, in the hope of avolding an un-
favorable Spanlish attitude. (The Fasclst Falange Party has
been working to involve Spaln in war azainst Brltaln, while
Frenco presumably hes favored neutrality.)

7. ©Svanish consumption will probably not rise in the
near future, since the Government 1is unwilling to remove the
restrictions on the use of gasoline, in view of a shortage
of foreign exchange.

8. Since the British estimate tha=t Spanish tankers can
carry only 42,000 tons of petroleum per month, it is contem-
vleted that non-Spanish tankers will be needed,

Since Spain's oll is supplied chiefly by American com-
vanlies, the British believe 1t is reasonable that vessels
owned Ey American companies be used (whether under United
States or other flags). All controlled shinments to Spain

will be "navicerted.*

9. The British anticipate the conclusion of & similar
agreement with Portugal, allowing stocks equsl to two or
three months' supply, and contemplating the use of non-
Portusuese tankers to malnteln stocks,
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Estimated Deliveries of Airplanes to United States Army .
and Navy and to the British Between

September 15, 1

(ineluding spares)

940 and June 30,1041#

Company

Beech Aircraft Corp.

Bell Alrcraft Corp.

Eceing Alrcraft Co.

Brewster Aeronautical Corp.
Cegsna Alreraft Co.
Consclidated Alrecraft Corp.
Curtiass=-Wright Corp.

Douglas Alroraft Co,, Inc,
Fairchild Engine & Airplane Co.
Grumman Alroraft Englneering Corp.
Lockheed Alrcraft Corp.

Glenn L, Martin Co.

North American Aviatlion, Inc.
Republic Aviation Corp.

Ryan Aeronautical Co.

Spartan Alroraft Co,

Stearman Alroraft

Stinson Airoraft
Vought-8ikorsky Alrcraft
Vultee Aircraft, Inc.

Total

: Us S APNY | prstigh : Total
and Navy .
136 1 137
264 300 564
116 18 134
181 561 Th2
37 - 37
256 109 365
g50 929 1,779
291 333 1,224
526 - 526
368 156 52l
319 1,106 1,425
179 313 hg2
1,131 9l 2,075
123 - 123
3k9 - 349
90 - 90
111{‘73 - 1:""73
122 - 122
581 50 631
853 77 930
8,845 4,897 13,742

Office of the Secretary of the Treasury,
Divieion of Research and Btatistlos.

September 27, 1940,

# For all Army, Navy and British programs shown in the Natlonal
Defense Advigory Commission Airplane and Engine Divielon's

Report No., B-A,



7 W
Estimated Deliveries of Treiners to Unlted States Army
and Navy and to the British Between

Beptember 15, 1940 and June 30,1941#
(ineluding sparee)

Company “;ng'ﬂiff British Total

Beech Aircraft Corp. Eg - as
Cessna Alreraft Co, 37 - 37
Curtiss-Wright Corp. 163 - 163
Fairchild Engine & Airplane Co, 526 - 526
North American Aviation, Ine. 917 766 1,683
Ryen Aeronautical Co, 349 - 349
Spartan Alrecraft Co, 90 - 90
Stearman Aireraft 1,473 - 1,473
Vultee Aireraft, Inc, £53 - 853
Total L lgg 766 5,262

Office of the Becretary of the Treasury,
Division of Regearch and Statistics. September 27, 1940,

# For all Army, Navy and British programe shown in the National
Defense Advieory Commission's Airplane and Engine Division's
Report No., &-A.



Estimated Deliveries of Airplanes Other Than Trainers
to United States Army and Navy and to the British
Between Septegber 15, 1940 and June 30, 1941*
?innludlng gpares)

Company E Uang-ngﬁgy E Britigh E Total

Beech Aireraft Corp. ha 1 Lo
Bell Aircraft Corp. 264 300 564
Boeing Alrcraft Co. 116 18 134
Brewster Aeronautical Corp. 121 bl 42
Consolidated Alreraft Corp. 256 109 365
Curtiss-Wright Corp. 687 929 1,616
Douglas Airecraft Co., Inec. 891 333 1,224
Grumman Aireraft Engineering Corp. 368 156 524
Lockheed Alreraft Corp. 319 1,106 1,425
Glenn L. Martin Co. 179 313 kg2
North American Aviation, Ine. P14 173 392
Republic Aviation Corp. 123 - 123
Stinson Alrcraft 122 - 122
Vought-Sikorgky Alrcraft 581 50 631
Vultee Aireraft, Ine. - 77 77
Total 4, 3kg 4,131 &,480

Office of the Becretary of the Treasury,
Division of Research and Statlistioes. September 27, 1940,

# For all Army, Navy and British programs shown in the National
Defense Advisory Commission Alrplane and Engine Divielon's
Report No. 8-A.
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THE SECRETARY OF THE TREASURY ¥

WASHINGTOMN ]
|4
1

Beotember 25, 1940 1

g
*.
i“

iy dear lir. President:

I think you will be pleased to
learn that the Alllson Engineering Conm=
bany now seems to be on & good wnroduction
basis for thelr Class "C" engines. Thelr
oroductlion for the period Sentember 1 to
Bentember Z1 has been as follows:

Beot. 1 to 7 ,...4 2B

Sept. 8 to 14 .... 52
Bept. 15 to 21.... 81

Yours sincerely,

he Presgident,

The White House.
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THE WHITE HOUSE
WASHINGTON

September 27, 1940

MEMORANDUM FOR
THE SECRETARY OF THE TREABURY

What oan I tell Harry Hooker
in confidence about thia?

F. D. R.

Enclosure

Let to Major Henry 8. Hooker, 50 Broadway
New York, New York 9/9/40 fromLt. Colonel
A. Flscher, Royal Netherlands Indies
Ordnance Commission, 10 Rockefeller Plaza,
New York, New York., re the difficulties
the y find themselvea in connection with

thelr aireraft procurement program.



TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE  September 27, 1940
TO  Secretary Morgenthau

FROM Mr, Cochran g

The Treagury Department has granted the licenses necessary to permit the Fremch
Govermnment to pay from its dollar balances in the Unlted States the expenses of ita
diplomatic and consular establighments in the United States. The licenses were
igsued on Sentember 11, providing for withdrawales at the rate of $97,500 per month,
Subsequently this rate has been increased Yy $100,000 per year, since it was found
that the provisional figures upon which the firet rate was calculated vere placed
too low by Mr, Alphand, the French Finmncial Counselor. The application to permit
the French Government to utilize its dollar resources in the United States for
meeting the expenses of ite diplomatic and consuler establighments in Latin America,
amounting to spproximately $2,640,000 per year, is still pending. This matter was
referred to the Department of State at last week's Cablnet meeting.

Under date of September 2L Mr, Alphand subtmitted to the Treamsury a letter in
support of an epplicetion filed by the French American Banking Corpomtion to permit
withdrawal from the afficial French account in the United Stetes of 51,500,000 to
pay for purchases in Argentina of 2,500 tons of canned meat destined for French
prisoners of war in Germany. The purchase would be made lmmedlately by the French
HRed Cross, with funds provided by the French Govermment, and would be shipped by
the gteamer "Hendoza" now in the port of Buenos Alres, which wvessel would be
chartered by the Fremch Eed Crose, Mr, Alphand states that the goods would be
destined exclusively to French prigoners, and that the distribution of the food
products in Germeny would be carried out unler the supervision and control of the
International Committee of the Red Cross at Geneve. The £1,500,000 recuested would
cover the expenses of both merchandise and freight., Mr, Alphand has emphasized the
humsnitarian charscter of thie request. Mr, Alphand has sddrecsed o letter to the
Department of Stete on this subject. Mr. Derle has provided this Department with
coples of Mr, Alphend's comrunicetion, and has mede the following corment thereon:

"I have not gone through the Department about this yet, tut I per-
sonally see no reason why this should not be done, provided you are con-
vinced that what Alphend eaye is true., In any event, I think the Committee,
in deeiding matters, should heve in mind the possitle effect on Zuropean
gettlement were it mesumed that the United States was putting obstacles in

the way of sending food to French prisoners.

"The coge relses, directly or indirectly, a g£ood many lesues; but I
don't sec any way out of 1it."

Mr, Swift of the Bed Crose estimates that the number of French prigoners now
in Germany is around onme millien,
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The French Finsncial Couneelor is sleo pressing for action on an applieation
made for the transfer from the account of the Bank of France with the Federal
Resorve Bani of New York to the dollar account of the Bank of Portugal of 775,000
to cover the escufos to pay for canned sardines and tuna figh purchased by Frence
and now stored in Portugal, but which cannot be transported to France by rall until
peyment hns been effected, In suvvorting thie application Mr., Alphand ineiste "on
the fect that the cuestion of these canned goode is perticulerly important at the
present time for the food suprly in my country.”

The French Finsncisl Counselor has additional applications before the Tressury
for the withdrawal of funds tc pay for horses, wool end meet purchased in Arpentinn
for shipment to Frence totaling $1,260,000., Likewiee $410,000 is requested for pay-
ment for beans and lentils purchased by France from Chile under contracts dated
March Ut and April 19, 1940, These products are etill in Chile end Mr. Alphand
insists that there are no negotiations at the present time with the Dritlsh
Purchesing Mission for the transfer of this stock, which rempins the property of
Frence. Our sdvice from Chile is, however, that the Pritish are willing to take
over these contracte, The release of $253,481 is also recuested to pay balances
due in Uruguay for canned meat purchased under contracts of March 15 and Anril 11,
1940, This sum presumebly would vay for meat that has slresdy been ghipped, and
for cencelleation of the contract on the unshirped portion. A previous item of
$210,000 to pay for meat elready shipped wes licensed after the Uruzuayen Legatlon
had confirmed the facta.

Finally the French Counselor has asked the releace of £216,370 for the upkesp
of certeln stesmships of French nationality in Latln Americen weters.

ARGINTINA

At the recuest of the Argentine imbageador the Secretary expedited the lssuance
on September 15 of a license to permit the withdrawal from official French dollar
sccounts in the United States of §3,751,000 for peyment due Argentinn under its
exchange agreement with Frence, end which the Ambassador stated Argentinn ie entitled
to recelve in dollers. As late as vegterday our informetion is that the French
Government hae not suthorized the Bank of France officlale in Yew York to meke the
trensfer in guestion, although the license by the Treasury has been granted. The
Argentine Ambassador has telephoned the Governor of the Central Bank of his country

on this subject, urging that the French officials at Buenoe Alres be asked to have
the igsuance of the necersary instructlone from Tichy to New York expedited. The
applieation for the above license had been filed at the recuest of the French, but
subsequently some guestion arose which the French Embrsey now states it is endeavor-
ing to elarify by cable with Vichy.

ZeT



THE SECRETARY OF THE TREASURY
WASHINGTON 'y
A,

Sentember 27, 1940,

MEMORANDUM FOR 'THE PRESIDENT:

Aprnended 1s a confldential table sub-
mitted to me September 26, 1940 by
S8ir Andrew Agnew, on the lubrlcating oll
sltuation in Europe.

The conclusion that 1s arrived at 1s
of conslderable interest. It ls atated as
follows:

"On the basis of this estimate,
which allows for a rationed consumn-
tion even in neutral countrieas, there
ls a shortage of supply over indus-
trial demand of 275,000 tons per annum
before allowing anything for service

consumption of Italy and Germany."

Attachment

SERHEGHY—GONFIDENTIAL
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LUBOILS
Thousands of Tons
Peace-time Estimated war-time Lndigenous %ﬂl‘m °
Consunption GCons Production 0
. ti-  tion Per Annum 1. sub- for Axis
tutas stitutes flar Efforts
Brought Forward 1,180 922 569 353
Finland 18 5 - 5
Sweden 64 35 - 35
Estonia & 2 - 2
Latvia & 2 - 2
Lithuania & 1 - : |
Switzerland 20 15 - 15
Hungary i) 15 - 15
Jugoslavia 16 10 - 10
Roumania 23 15 100 B5
Bulgaria 8 b - &
Greece 9 8 - 8
Turkey 8 8 - 8
TOTAL 1,380 1,044 669 375
RUSSIAN SURPLUS FOR GERMANY 100
275
On the basis of this estimate, which ellows for a rationed
consumption even in neutral countries, there is a shortage
of supply over industrial demand of 275,000 tons per annum
before allowing anything for service consumption of Italy
and Germany.
3.8.1940

Revised 21.9.40



i THE SECRETARY OF THE TREABURY
i .L WABHINGTOMN
¥
' October 3, 1840

Hy derr Hr, President:

I attach herewith a comy of n revort and
covering letter dated Octobaer 2, 1940, prepared
by Sir Walter Layton at the direction of the Sritish
¥or Cabinet.

It is the purpose of this recert to present
to the Thlted States Oovernment a general ploture
af the BEritlek supnly posltlon and to supplement in
dotnil the orders that heve beon transalited to tha
Britlsh Purchasins Comalssion,

Felthfully yours,

The Prosident,
Tha White Houss.
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BAITISH PURCHASING COMMISSION

Ugtober 2nd, 1940.

Dear Er. Secratary

I have been instructed by the Dritish War
Cabinat to give to the American Ad=inistration a goneral ple—
ture of cur supply position and to supplement by way of ex-
planetion in detall the ordars that have been tranamitted to
the British Purchesing Comsission.

Hany detailed 1ists of proposed orders have
already been sulidtted to the eppropriate suthorities. In many
cpses prograqmes have been agreed and many orders have bean
pleced. Little progross has, however, been made in tha case
ef mweapons for the army.

In the attached memorandum, therefore, which
muts forward considersticns affecting the supply position as a
whole, I have included s statement abcut the scale and charac-
ter of the Army programme towards which cur orders in Amarica

are designed to make a contributilon.
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Arlaing out of the sonalderations in the
RMemorandum, I venture to sulmdt as sattors of outstanding L=
portance the tires following requests, the granting of whidh
woula very grestly assist us in our war afforti-

h We invite the ssaistance of the Adnlrdstration
in accelersting ans tresting as a matter of spacial
urgency the delivery of srmaments on Brltigh ordar
witich can be produced befare tha spring and early
summer of 1901. Friority in production ahould Ap=
Ply in partieular to the output of neroplanes and
aoro-onglnoes.

It is also drgent that the extendsd Prosrame
of sercplanes and engines should be ordersd as soon
as possible.

2. Permission is sought to place orders for
an extonded airoraft proprasse mnd for pana, saall
arzs and vericus weapons included in the Army pro-
remne; and It la common pround that &s far as pog=
sible these orders should be for materia) of the
sooe bype as that on order for the American Army,
Hut wo msk that the rule barring the plasing of
orders for planes or weapons of types which are not
standard in the Americen Army should be relased in
cases where the ordering of alternative typoa is
nocded to male good specifiec daficfencies in the
Zritish progpramme, to provide insurance agninst &
sevora loss of British cutput as the result of an—
ey action, or to incresse fighting efficionoy at
the sarlisst possible date.

3. In July the President approved the prin-
cipls that where the crders of our two countries
are complementary the inditial capital expandituce
would bo ndvasced in the first instance from the
funds of the United Statas Adsinistration. In view
of the largs voluas of Britlsh orders in the United
Statos and the nasd for conserving British finsn-
cial resources, we sl that this prineliplo should
be mprlied to all Aritish war ordars in the United
States. This course we suggest would be Juatifisd

—— e
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on the double ground that the manulasturing capasity
eroatod by sush capital emowesiiturs 13 o peranant
addition Lo Amerlca's own war potential which can be
adapted at somparatively short notlce to Amarica's
needs and that the gooda produced therefrsa in afd
of Gritish ormament are, in thoe presont world alitus-
tion, & definite contrlbution to Aserien's security.

Yours alncarely

W+ T+ Layton

Tha Secretary of tho Treasury,
Lashdngton, 0. C.



MEUCRAITIUK OH BRITISH SUFFLY FROGLAME

The military poaition of Great Iritaln has
greatly improved aince the manth of June.

(n the sea the partial destruction or im-
mobilisation of the French fleost has removed the fear that
& largs increment of naval strangth =dpht be imsediately
avellabla for the Axis powars. The additlon of the Anarican
dastroyers to our fleet will enable ua to carry out more
affisiantly ths work of convoy and blockads and will release
modarn dastroyers now employed in these tasks for more
specifically belliperent action.

In tha als thes output of our Tactories haa
been steppad up substantially. In May last the production
of planes was grafually rising in accordance with previous
plans. Byt under the pow Minister of Alreraft Froduction
a conaidarable inorease in deliveriss was ashieved - by
mora vigorous direction at the centre; by tha response of
manazers and workera throughout tha munition industry to
the Jovernmant's appeal and the prassure of the war aitustion,
and by the instruction to Sritish industry to glve l.A.
priority to all work related to alreraft production or anti-
alroraft dafence. Two months of comparative calm enmbled
tals increase of output to be converted intos terns of
increased sguadron strength and stronger rasarves.

The greatest improveswnt has, however, taken
place in the state of our land forces. TWhen the Sritish
Zxpeditionary Force - widch had lost all its eqeipment save

song of ita rifles - returnod to Zngland there wore availahlas
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in the gountry for issus to units for tralning some BOO
fisld guna of all calibres, 120 anti-tank guns, 8,000 Aren
guna and 4,000 antl-tank rifles. By Augst toe total
avallable had risen to soma 2,500 [leld ploces as & result
of the speeding up of cutput from the fastories, the re-
furbishing of l8-poundar of 4.5 in. howltzers and other
survivors of the last war, and the timely releans of 75 ma.
guns by the asnericsn Army. The nusber of anti-tank equipments
in the handa of the Army had rlsen by the end of August to
over 500 while tha stock of Sren guns and anti-tank rifles
had doubled.

Finally, the releassa of Asericen rifles and
maching guns provided weapona for the new large force of
Local Defance Volunteera (Home Juard).

The supply of standard .303 small arms
amminition was not planned on a suffisient scals to oeet, in
the {irst year of war; the battls meeds of such large forces
as those now under arms. But the fect that there has baon
no land fighting for marly four moaths has enoblad & stock
to be accumlated sulficlent to take cars of any foresceabls
axpenditare either on land or in the air during the rest of
tals year. This, howsver, does not apply to .J0 calibre
ammunition.

i1

The improvemant in our position still leaves
us far banind Oermany both in the air and on land,

The alr strength ol Oarmany, with her great
advantage of early planning of large scale production, is
already greatly in excess of curs. It 1a now reinforced by
tio rescurses of France to the axtent that we muat reckon on

having to face an output of cembat planes of batwean 2,500

—STRICTLY T ONFAEN
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and 3,000 a month next susnar.

It is a factor alse of considerable lmport-
ance thot as Jprmany's gorodromes are much noarer to Londom
than ours ars to Sarlin, the wear snd tear on Oermmy's
bombar angines is much less than that of our own.

Yot, thanks to the quality of our machines,
gur pilots snd our petrol, and to the increased output of
planes, the disparity in the total musber of machines has
not bean sufficient to give Germany command of the air.

On the contrary the Oritish Alr Force has carrled the
of fanaive not only into Franece and Aplpgium but to Barlin
and tha vital spota of Jermany.

German prepondarance, however, remains
overmielming in land armanents, COur present stock of
weapons 13 trifling compared with the 15,000 - 20,000 field
guns and equivalent otiwr arms of Germany. Italian oquip-
mant and the captures from France, Belgium and Britain make
tho disproporticn still grester. Fortunately thasa re-
sourses sannot be effectively used asainet England without
pommand of the sea and airj nor can thay be transported
ovorgeas to other theatres of war without hindrance., Bub
the existence of such powerful lamd forces mazes the situatlion
in the Middle East and in Africa a cause for anxiety.

Taking a longer view, & rough ides of Gamany's
war potantisl for sll purposes ia sugpested by her cspacity
for steel production. 3Sefore the war, Jemsany'as out put
reached about 22 million ingot tons a year. That of France
and Enrland was 23 million ingot toms. Today Jermany has
at her disposal the output of France, Selglum, Luxemburg,
Camcho—3lovakia, Italy and Poland. This, with her own
produstion, asounts to 42 million inget tona sgainst the

STRICTEY - CONFHBENF
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15 million ingot tona of Oreat Britain to whish ahould
be ndded the 3% million tons of the Empire. This great
disparlty can only be balanced if we add in the 50 millien
ingot tons of the Upited 3tates of Amorica.

put this 48 only o partial pioture. OGerman
industry has certaln weaknosses. The stecl flsures, for
examples, =ust be qualified by such conaidarations as the
supply of ferre alloys, forging plant, lubrleatlng ofl and
many other things. Nor can & purely industrial comparison
be convarted into termms of military force or regarded as a
measure of tha prospect of wistory without taklng agmount
of many fastors toat will affect the ilsmie of the war.
Suah influences inolude:- the extent to whlch Germany can
wtilise the full rescurces of congquered countries; the
affact of hunger and the steady influence of sea powar on
the sconcale 1ife of Suwrope and its aoralaj the prospect
of securing ascendansy in the alr through the quality and
quantity of the pilots and sireraft that can be throwmn into
the conflictj and finally the possibility whlch is open to
the British Sapire of choosing flelds and conditicns of battle
in widsh the strength of the Oerman army sannot be fully
deployod.

Keverthaless, Jormany's war potentisl reaains
& very foraidable senace. We cannot do less than organise
to the utmost liait of ocur atrength.

Il

(ma sonclusion to ba drawn is that for soms
time to come Jermanmy has no nesd to devote much of her
industrial capasity to land armanents but is free to devise

— STRICHY CONEHRENTIAL
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other weapona. In particular, she can concentrata on
increasing har alr force and on making the ships for transport-
ing an expaditionary forsce overseas. Tha [act that she ia
removing machine tools from occupled countriss into Uermany
itself sugpests that she is in fact doing something of this
kind.

Weg must assume, therefore, that the afforts
we have mades to overhsul the monthly rate of Oarnan alreraft
production and training of pllots will have to be redoublad
and that the air attack on Ureat Britaein in the Spring will
réecomcnes on & 5till larger scals. The whole course of
the war has emphasized tho dominating role played by alr
powar and 1t is vital that we should saintaln our effective
control of the alr over Sritaln and around our coasts.

Eoreover; as we are groatly cutmnbered in
land araanents, it is the more essantial that we force the
declsion with the weapon of our own cholca. Oreat 3ritain,
therefors, puts in the forefront of her requirements in the
United States the speeding up of the programase of alroralt
and aireraft engine production that was launched last Spring
and 1s now coming into effect. Among other measures this
naans that production of 1541 types should rot be interrupted
by the introduction of new types until the oritioal pariod
of the 3pring and early Summer is ovar.

Cur training of pilots is already on a
saale whiszh = in spite of inevitable losses - is planned
to parait an appreciable increase in ocur squadron strength
by the Spring and to ensure & sharp rise thersaftar. Steps
are now being taken to make yot a further acceleration of the
supply of pilots available in the early montha of 1341. As
ths wastage of machines in the presant air battle is appre-

ciably greater than that of pilots, ani as wo must be
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prepared for the possibility that loasses of British

fastory produstion through enemy action may ba worse

than our present exparience, the speed-up of plane deliveries
from America ia of first importence if we are o develop

our maximum fighting strength next Spring.

Germeny's great lead in the air means also
that alreraft production in both England and the United
States mist be planned on an increasingly large scale U we
are to establish air supremscy over Jermany within measurable
time; and that as a first step arrangemants ghould be made
by which the incressed production progranza wiich has been
diserussed with the Defence Advisory Doard be put into exe-
pution lmmediately.

In this connection it is of wital importance
that the types to be manufactured under this progransa should
g=body the experience that we are daily asqguiring of actual
fiphting conditions, since a quantitative suparicrity will
be of no avail against a superiority in quality. For example,
it is suggested that it would be of great advantage, both to
England and to the tUnited 3tates, if the new Sritish Tornado
Fighter, equipped with the 200 h.p. in-line Sabre engine,
wera put into production in this country. Ihis pachine is
now flying in England, and there is no parallel in this country
that could be ready in the same time. If this were dons,
this plans would be flying and fignting within & year and
in quantitiea which might have a decisive elfect.

Yo also attach great importance to being able
to lay dom in North America for delivery iun the Giinter and
Spring a substantial number of motor torpedo boats and marine
engines.

As regards land forces the preceding figures
mear that we cannot hope to compete with Germany in sheer
walzht of metal in the near future.
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Yot expeditionary forges in various parts
of the world already play an importent role in the war as a
whole and when alr superiority has been definitely astab-
lished we must assume that action on lmd will ba both
nacesas'y and posalble even in Surope. What precise fora
land sction may take in difficult to foresse at tids stase.
When Sritain's defence has been assured, Africa and the
Uiddle East will make a heavy call on our military forces.
The cpportunity say ocour to make local ralds in Eyrope,
lond assistance to countrles wilch may be in revelt or
evien, with the aild of local alr mastery, recapture and hold
4 bridge head across the Channel in order to drive bask the
alr menace aralnst Groat Sritain,

{ha equipnent of the Zmpira's Army must,
therefore, e vigorously shead., From the point of wiew
of mmnition-producing eapacity we must alsc not forpot that
&raa may have to be provided for countries which may event-
wlly be in & position to come over to our aids,

To provide arms on a sufficient scals
roquires the ereation in England and the United 3tates of
arciasnt-saicing capacity widch will turn out planes, armoured
weolicles and mobile guns in many thousands & year and small
arns or rifles in millions.

It is therofore clear that waile Lhe situstion
must be sustained In the msantize by United Xingdom WERDONS
& final decision mist be based on the full development of
the great industrial potential of the United States. If
the foundations are laid on & wide encugh basis and avary
stop is taken to praserve intact the war potential of Britain,
the coabined strength of Amerlea and the British Zmpire can
cortainly surpass and outlast that of Gearasny md her Allies.

Amorica's potential is now beinp mobilised
for the equipment of a repidly expamding United States
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Defence Forco. It is essential that the programss of
United States and British requirements be as much as
posalble co—ordinated so & to prevent sozpetition ariaing
in the industrial field. To this and we must seak a
comon projrasme Agroed and adjusted to the conflioting
ropuirments of imsediste and of ultimats needs.

I

After the French collapso the Sritish Aray's
munition programms was stepped up by more than 508 to flg-
ures which ware deslgned to equip by the end of 1341 the
nunber of divisions which on the mevious prograsss would
only have been ready by the end of 1942.

Qur forecastsa of production of the main
forms of army equipnmant 1mhiuip¢t-e that the following will
be the situation at tha end of 1941:

Stock on lst Lutput = Awmat
hugast (Home 1940 to end 1941,

and &'trr-:-u.d]

Flald Artillery 2,650 4,850
Uadium Artillery 400 o0
Anti-tanz equipnents &00 6,000
Tanks: Light 730 1,250
Light Cruiser 250 1,300

Heavy 230 by 330
Anti-aireraft Tuns: Heavy 1,715 1,660
Light 650 3,760

Hran Guns 22,000 54,000
Rifles 2 mlllion 600,000

{ approux)
Antli-tank Biflos 12,000 28,000

Stocks exoluds Indian and Dominion stocks and
stocks with Indian or Dominion divisions talcing
thelr owm equipment to theaires overseas.
Machine gun cutput for aircraflt is consldarably
in axcess of figare for Sren Ouns. The only
overseas deliveries included are 500 37 ma. anti-
tank equipments from the United States.

This produstion has to meet the neads of tha Britiash Fleld
Forcesa both at hocs and overssas as well as the air Defence
of Uroat Britain and the Home Ouard.

S TR Y e ey
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The equipment of the Arsy ot the end of
1341 i3 not to be ragarded as the total of the above columnaj
from ths combined fipure we must dedust (&) wastage from
wear and losses in the fleld snd (b) obsolete wespona |parti-
cularly in the case of fleld artillery} which will be replaced
in due courss by modern weapons. I can, howaver, if neces-
sary, give further informstion ss to the military formatlicna
to widich the flpures are ralated.

Froz the produstion point of view I make the
following comments upon thls table.

The forecasts on which these totsl Ilgures
sro baged anticipate that at the end of next year our output
will be nearly equal to tho peak cutput of the last war in
field artillery (1918). It will be much losa in medium
gnd heavy artillery = the demand for which 1s expecied %o ba
ralotively sasll undar present-day conditions of warfare.

But 1t will be mich preater in heavy and light antl-aireraft
puns - the former of which compares in sarufscturing capaclity
to msdium artillery and the latter to fleld pans. The pro-
dintion of tenks end of anti-tank and tank guns will aiso be
on & far higher scale than before. In other words, we

expeot in teo years to reech an output of ordnance equal to
that of 1918 in spite of the fact that we are devoting to
gireraft production mcre than four times the labour force
that wes ugsed on the produstion of aircraft st the emd of

the last war.

The chlaf reason why this is possible is
that we expect to lave o produse much less artillery mosmuni-
tion than in the last war. In the siege conditions af
1914=191€ the outpouring of emmunition production on a stupend-
cua scale drained the resources of all balligerents in ateal

SFRICTEY TONFHHER T



explosive, sechinery snd labour power. We may have to
provide for & lerge sswmnltion expanditure st some otage

in the present warj but in the near future tids is unliialy,
end, in fact, we have en imeediste problem of providing
storage for the mmunition we are making., We thersfore
intend to produce a scdermte but mfficlent flow of acmini-
tlon while providing & big reserve capaocity of shell and
fuse sanufasture, filling, atc. Fot at its maximn the

call upon our rescurces for asmnition will be by cosporison
with 1914=1918 & moderate ome.

The zunitions problem of this war 1s to
produce ags many weapons of all dnds as posaible with an
mlequate supply of amminition - not to produce shells in
unlimfted quantitiea.

I

British erders in the United States have two
ospesta. (n the one hand thay are needed to £ill deficiencles
= which in scmo cases amount to a high proportion of cur total
neads. On the other they are an insurance against loss of
British production &3 & result of enomy sction. This insurance
aspect has influenced tha scale and nature of the ardera we
have sought to place in Horth America in every branch of war
produstion. #

The case of rew materials o explosive is
straightforward. But in finished munitions the prohlesm

* The rate of insurance needed to sake mod loases from

enemy action 1a at best & guess and in any cese must vary with

the natore of the product. It is for exasple not needad for clothing

&nd engineering stores. Byt in the cese of important armaments

producad from a few vulnerable sources of supply it would not be excessive
for the percentage to run as high as 25 or 358. In the most important
itens of production =o lmve assumed & rate of 20 te 25%, Experiance up
to the present has shown this margin is smple for the loss of output em
the whole is lsss than 105, Of this 104 far the greater part is dus to
the effect of lost time throuch air reid warninpgs and only & small part te
aotunl bosbing losses. But we have been lucky. Frudence suggests that
20% is not mn unressonable basis for plarming,
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is complicated by the question of typea. C(learly it inm
desirable from the produstion point of wiew that types
should as far as posalble be staniardised. But the recent
decisions ns to the types to be merufactured for the imerican
Army taken in conjunctlon with the advanced state of the
marafacturing programme in the Undted Fingdoz =san Lhat

this standardisation ks not pesaible in all cases if
iserdiecsn orders oro to sarve as & real lnsurance and roin-
forcement of cur own war output.

To illustrate this I will telee the cese of
the 2%-pounder. The fleld s is one of the most Lmportant
neapons which detorzine the number of divisions that can be
argenised; snd in fact the above figures of the production
of 25-pounder juns closely corresponds to the growth in the
Sritdsh Army which is contemplated next year. But our
forscast may be faloified by enesy bombing and the effect of
gir raids on the cutput of our factories. In order to be
sure that the militery timetable should not ba throwm out,
we should like to place orders which would enmire that &
supply of 25-jounder jins was coming formard from America
in the second half of necct year.

Since the United States Army has adopted as
stenderd the 105 ma. gun there is undoubtedly & disadventage
from the production point of view in mapufactering & different
type of field pun. hevertheless it is sgpested that in
ths circumstances mlugmtdmuuumndmontha
following groundss=

(8} Tt would not be sn effective insursnce of
our Tield artillery and ammnition jrogra=me to arTange &
mpply to Great Eritain of 105 mm. puns late in 1941. Teo
do this would introduce & new type into the army at o ti=e
ﬂm-lnpnﬂuru!ﬁ!—pwﬂmmlldhu!.nbdn{;-
probatly in varicus theatres of war. It would morecver be
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natessary to replece not a elngle item only of ocur production
but the whole cooplex of smmunition and other snoilleries of
artillery squipment. Heal insurence means that oach separate
item of a composite progricse should be available from some
alternative source of supply.

(b} ihe developoant of new capacity to make &
alternative type of pun is not to be reparded as & competitive
form of production but as & means of broadening the capacity
of hmeriecan gun produstion in penersl. In partioular, forging
plant and machining capacity would be created which would be
avedlavle in due course for other types of pun. Experience
of the last war in England showed that the creaticn of basle
capacity is the essentisl step. In & prolonped war this
capacity will certainly not contirue to be used only for the
production for whilch it is originelly planned tut will be adjust-
gd from time to time to the products which the experience of the
campalpn dictates.

I should welcome the opportunity of putting
forward in the sppropricte quarter detailed suzpestions widch
would make possible the release of orders for ordnance (antl-
aireraft guns, anti-tenk guna, field guns and madium gura) end
other Army weapons wiich would invelve the production of common
types to the greatest practicel extent consistent with military
consldorations and the state of the British progresme.

e argunent for saking exceptions to the rule
that common types only should be ordered in this country is even
stronper in the case of certaln fighting mireraft (to which I have
already referred) whose output from HSritish factories cannci be
sufficlent for war purposes; but which, if put into production in
the United States; could be flylng and fighting within a year.

FHHEHYGONFDEN AL



It is common ground that the integration of
tho British programme with that of American defence is necesssry
in order to prevent competition and lead to the specdiest develop—
mont of America's wer potential. A successful start in thia
direction has gl ready been made in the matter of tank production.

I recopniss also with gratitude that the
complenentary programms worked out in the cogse n‘;‘ tanks Las bean
the occasion for putting into effect financial arrangements for
eaping the burden of Initisl capdtel payments. It will presatly
sase the financial problem involved in lsunching the lerge
volume of orders which Oreat Sritain nesds to place in this
country if the seme facilities can be made available in respect
of all other types of war purchases.

The joining up of tha two prograsmes in the
United States should result in a more efficient production planning;
& apeedier output, a lighter i=mmediste financing burden for the
British Jovernment and & greater capacity of production slways
avallable for Unlited “tates netional defence,

i
Finally, if a substontial proportion of Amerisa's
munition production is to be shipped overseas, and 1f wa have to
conte=plate cne or more Sritish expeditiocnary forces on a substantial
sesla, & very large shipping tonnape will be required. At the
moment wo have o sufficient mupply of ships at cur dispossl. Sut

the losses from putmarine actlion are running far shead of cur cutput
of new ships which is less than &t the peak of the last war and
cannot readily be inoressed if the Admiralty progremsme of warshipa

TR N BENTI



hos to be reinstated. The Oritiah Covernment 1s anacous to
soquire a substantisl mumber of ships as soon as poasible.

fut this is to moet a short-torm neod., The
trensportation problem needs to be studied from a very wide
angle if a lorge war potential is to be brought to bear against

the totaliterien powers in 1342,

Wa Is Layton

2/20/40
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THE SECRETARY OF THE TREASURY
WABHINGTON

October 4, 1940 = |

My dear Mr. President:

I am sending you herewith the following
cable which has just been received from Mr.
Nicholson, Treasury Special Agent at Shanghai:

"French leaders expect Chinese

troops to move into Indo-China with-
in the next few days.”

Yours sincerely,

The President,
The White House.
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THE WHITE HOUSE }L /
WASHINGTOMN

October 4, 1940.

LLESONAL AND <eeinSuumuuie.

MEMCRANLUM FOR
THE SECRETARY OF THE TREASURY:

%11l you, some day next week,
speak to me about the lcNutt per-
soi.al matter., it seems to me that
a fellow shoulud either be tried
successfully or unsuccessfully, or
be given some kKind of a clearance,

F. D. R.
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THE WHITE HOUSE /

|
WASHINGTON

Ootober 8, 1840.

Dear Elinor;-

Here 1s an attempt to
answer Joseph H. Choate, Junior's
letter to THE NEW YORX TIMES.

As ever,

Mrs. Morgenthau,
2211 Thirtieth Street,
Washington, D. C.



TO THE EDITOR OF THE NEW YORK TIMES:

t
I am rather amazed that as reputable a citizen as Joseph R.

Choate, Jr., should make statements to the TIMES for which
there 1s no basis in historical fact.

His letter showe an amazingly superficial knowledge of
government as 1t exists.

For lnstance, he says that the President "can absolutely
insure his own renomination". That 1is, of course, not true.

The next statement that the President's "control of the \
colossal expenditures of modern government makes his defeat
at the polls a mammoth task® 1s in effect an assertion that
millions of American citizens, who may be employed in turning
out work for the Government in private or public plants, and
hundreds of thousande on WPA rolls, who have been selected
by purely local boards, are pwnhnﬁ on electlion day. That
is a vile slur e Americans.

The statement that "No Executive before him has made
a practice of having all-important legieslation drafted by
irresponsible asslstants and sent up to Congress with a
'must' lable and an order for immedlate passage" belles
the faots, and attacks the Congress.

During the short Spring session 1n 1933, and because
of the need for haste in the economic collapse, the
Presldent 4id pend drafts of legislation to the Congress.
At no time since then has he indulged in the 'practice'.
It 1s true that outlines of legislation have been prepared
for the Congress at the request of Committees of the Congress.
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To label these assistante as irresponsible 1s a matter of
opinion. Some people think that the asslstants were more
responsible than many of the most brilliant minds in Wall
Btreet. :

The slur n;t the "must® label 1s a pure fabrication.
Every newspaper man in Washington knows that the phrase was
devised by hostile columnists and that the President has
never either used the word or implied it in his relations
with the Congress. For political purposes only the phrase
"must label® is still used by writers in violatlon of
every known fact.

I do not know Af Mr. Choate, Jr., 1s personally
acquainted with the President. If he ls he would realize
that in the make-up of the President there 1s less of the
dictator than in almost any of his predecessors.

The letter is unfortunate in that 1t is wholly
untrue.

Very sincerely yours,
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DEMOCRATIC NATIONAL COMMITTEE

M
Vs 5
J}i
WOMEN'S DIVISION \
Hetel Biltmors
HEW YORK. M. ¥.
THOMAS F. MCALLISTER ADVISORY CAMPAIGN COMMITTEE

oIRECTON
HAY THOMPSOMN EVANS :I.:.l ::::v::::l.:r:au. i

ABBISTANT DinECTON
CHARLES W, TiL MRS, HENRY GODDARD LEACH
SFEAKERE BUREAY

HAZEL B. REAVIS
PUBLICITY

~ October 15, 1940,

My dear Mr., Presldent:

Thank you s¢ auch for your suggested answer -
to Jogeph H., Choate, Jr.'s letter to the New York Heredd |twas
Teibure, Immedlistely after seeling you last Sunday, I got
in touch with Tommy Corcoran who prepared an enswer to the
Times which was slgned by Charles Burlingham. I also sent
your suggested draft to Morrls Ernst whe used the major
part of 1t and added certeln thoughts of his own in a
letter vhich he alac sent to the Times. Morris Ernst's
letter appeared in today's Times.

Y¥ou may have aeen the very excellent letter
on the Third Term written by my cousin, Arthur Goodhart,
which I sent to the Times and which was published on Surday,

I wag delighted, tco, to see James Warburg's
statement, It seems t0 me all to the good.

I have been unsuccessful in getting Sam
Lewigohn on our slde of the fence - he 1s still straddling.

If you have any other suggestions of people

whom you want me to contact or cublect matter on which you
%ant me to send letters to the newspapers, I shall be more

than happy to do so.
Affectlonately yours,

The Honorable Franklin D. Loosevelt,
The White House,
Washington, D. Cu

<

-
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THE SECRETARY OF THE TREABURY

WABHINGTON L
Octob 1540 kp\(

Dear General Watson:

Referring to my letter to you
of this morning in which I enclosed
a seoret document from Sir Walter
Layteon, of the British Purchasing
Commission, I am now enclosling &
photostatic coony of a sunnlenental
memorandum which I have just recelived
from him.

I would apopreciate it if you
would be good enough to see that this
elso resches the President.

Yours sincerely,

A |

la)or General Edwin ). Watson,
Secretary to the President,
The White House. |
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18 BROAD STREET, NEW YORK TELErPHONE HANOVER 2-2480

BRITISH PURCHASING COMMISSION
P NIy
‘m October 12, 1940.

a‘_.',_ " 5'L:.M£E7

In confirmation of the meworandum thast I sub-
mitted to you with my letter of October 11th, I have
subsequently received a cable from the War Office ard
the ainistry of Supply in London emphasizing the im-
portance of the provision of 1,000,000 - ,303 rifles
next year. The cable states that even 1f the full
number cannot be supplied by November 1541, they hope
very much that it will be possible for the gEreater
part to be supplied by that date. At this moment the
supply of rifles is insufficient. The intake of
recruits in the next six wonths should be at least
300,000 and by November 1941 at least another 700,000
will be enrolled. Rifles are at present one of the
main limiting factors in tlie expansion of the army.
"If", they say, "capacity now existing or being created
in the United States could be adjusted so as to give
us some substantial deliveries of .303 rifles by next
spring or early summer, this would be of supreme value."
It 1s essential to have some reserve and to allow for
wastage and 1,000,000 plus British production affords
a very narrow margin.

The cable adds that if the United States
could release = further qusntity of .30 calibre Enfields
in addition to the 1,000,000 - ,303 rifles, they would
be very welcome. The releases hitherto made have been
Invaluable; but the Lome Guard will not be adequately
armed even after recelpt of the recent release of 50,000
+30 calibre Enfields. loreover, if no .302 rifles frou
U. S. production are available by the spring of 1941, it
may well be that the Army will be compelled to take away
some of the .30 calibre rifles in the hands of the Home
Guard in order to use them for the training of reecruits
for the regular Arumy.

You will appreciate from this statement that the
request I submitted to you yesterday is one of great urgency.

Yours sincerely,

—T

The Secretary of the Treasury, éi{lé:’

Washington, D. C.
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THE SECRETARY OF THE TREASURY

WARBMINGTON ) _.;J"

Ootober 14, 1840

drar Osnarsl Wateon:

-

= ni gendin: you herewlth; by hinnd, a vepy

daslon. I
\pRracinte it J.*" You mould peresonally olace

this .'Lr| the hisnda of the Preaildent.

in exigtence.
I'rt:u'

Z:)

portunity to rend the Layton
1ike very much to
of Wer, the Asorstary of the

the Army snéd the Chlef of

of

inlor
Seoretary

-

w

Tiere ave un':r' four coplos of thils doounent
One hins been furnished to the 3ee-
af ru". one to the Seoretary of the Havy and

heve the fourth gony.

Just as soon am the President hep had an on-
".E‘:'.IJ"‘I'II‘I ium, I would
disouss it with him, the Seeretary

Hawy, the Chief of Btaff
:::".‘.'."I:L Onerntions.

Yours sineerely

ﬂ/%ﬂr%

Edwin Il. ¥Watson,

to The Presidant,

engrnl

White Houme,

‘fif "

M
&
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TELEFHOWE RAEFPuBLIC TBSBOD

BRITISH PURCHASING COMMISSION

11th October 1940,
T .

EﬂnaAFQV;‘ S?ﬂﬂfia~£zﬁz;-

Arising out of conversations with the
War Department and with Mr, Knudsen, I have been asked
to submit 2s precise a statement as possible of the
supplies for the British Army which we should like to
recelve from North America in 1941 in respect of the
main items included in the table on page B of the
memorandum which I sent to you on October 2nd.

I therefore enclose a short summary of the
quantities of artillery ané rifles which would be neaded
to complete the British Army's programme.

I also enclose a fuller statement, which
shows the relation of the guantities asked for to the
whole British programme and, in a short commentary, sets
out the besils of our requirements and the limits within
which it would be possible to meke an adJustment of
British standard types and those of the United States
Army. You will appreciate that this second document
contains information of a very seeret character, since
it necessarily gives the key to our military develapment
next year, I am, therefore, enclosing four coples for
the personal perusal of the President, yourself, Mr,
Stimson and Colonel Knox. I venture to ask that no
further eoples be made,

I commend to your attention the outstanding
urgency of certain items to which the memorandum refers.

We hope to submit to you at a very early
date a similar memorandum covering the extended aireraft
Programme, some notes on Admiralty requirements, and a
statement relating to advances of capital to contractors
for war supplies. A note on Dominion supplles is also

in prepareation.
"""M fm_l?
!

Secretary of the Treasury, ,&z ii‘-n
Washington, D.C. m ‘\7

-—-"—-__--
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Stotement of British Army Reguirements from North America
of Artillery and Rifles in 1941,

Tha following u:gpliau are needed from Herth
America in 1941 to complete the Eritish Army's eguipment

and, in part, to provide an insurance pgainst a reduction
in British output as a result of enemy action:-

1. Field Ouns (25 pdrs.) s 1,800
2. Medium Artillery P 300
- (4.5" Gun and 5,5" Oun
Howltzer)
3, Anti-Alreraft Quns.,
a) Heavy i 1,600 plus
b) Light i 1,800 plus
4« Tank Guns and Anti-Tank
Bquipments.
a) 2 pdr. Carriages 2,000
b) 2 pdr. Guns P 45250
¢) 6 pdr. Quns it 1,
d4) Carriages for & pdr.
guns (same carriage
as (a)) ah 1,000
(e) 37 mm, Guns for M.3
Tanks A 1,500

(f) 75 mm. Guns for M.3
Tanks an 1,500
5, TRirles (.303 Enfields) 1,000,000

Hotes

1. Suggested capeeity 200 a month.
Delivery should commence as soon as possible alter
July 1st 1941, and be complated belore March 3lat 1942.
The rate of supply will determine the rate of replace-
ment of obsolete wenpons in the field artillery of the
British Army. owing to the sdvanced stete of the
British programue and the complicstion resulting from
mixed types, it is desirable that this supply should be
of British type.

2. Buggested capaclty rate for Pritish order 30 a month.
It is unlikely that 300 can be delivered in 1941; but
if deliveries are certain to stert in the autumn of 1941,
the British Army would be justified in sending the
British made guns abroad and running on a narrow resarve
margin in the summer of 1941. The supply coming forward
in 1941 would be used to complete the initiel equipment
of existing Army formaticns. Later deliverles, ir
British output remains unimpaired, will be needed to
replace obsolescent Howltzers atiil in service. This
supply should, if possible, be of the British types now
in production.

3, For reasons stated elsewhere, this requirement is

{:ucticlllr unlimited., Uniformity of type is not as
portant in this as in the two preceding cases.
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The demand for 2 E&r. anti-tank equipments can to
some extent Le wmet by o further supply of 37 mm.
Mnti-tank Bquipments, of which 500 are already on
order. It is very annirnbla that as Jarge a pro=-
portion of these deliveries as possible should be
made before mid-suemer 1941.

The & pdr., which is mounted on the same carrlage
as the 2 pér., is designed ultimately to supersede
the lighter anti-tank gun.

The demand for 37 mm. and 75 mm. guns for the M.2
tanks will ultimately amoumt to 3,000 of each, or
an eguivalent number of whatever armament is used
in any -subsequent modification of the present tank
deaign. The figure given is the number required
for the tanks likely to bLe dellivered In 1941.

5, Delivery of the Enfield rifles should, If possible,
be completed during 1941 or at latest by Marchl94iZ.
This will require & capacity of 100,000 a month.

6. Ammunition requirements connectsd with these artil-

lery items can be dealt with as socon as the programme
of weapons i1s settled.

11th October 1940.
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SUPPLEMENTARY
MEMORANDUM ON ARMY REQUIRCMENTS

The British Army suppliss which it is hoped
to obtein in Worth America cover a very wide field. But
I propose in this note to deal only with artillery of
various kinds and with rifles, for it is on the supply of
these items thot the main questions of prineiple arise,

Ammunition orders will depend on the decisions
taken on the points raised in the following note; the tank
programme has been settled and is well in hand, while re-
quirements of various miscellansous stores wﬂi be put
Tforward through the ordinary channels. In my note of
October 2nd, however, I pointed out that 1ittls progress
had been maﬁ- in settling the programme of weapons for the
land army. It is hoped that this note will enable all
nutat.aﬂﬂing points to be cleared and a programme to Le put
in hand.

In the table below I have added to the figures
which I quoted in my previous memcrandum & colum in which
1s shown the additional supply of weapons which it is
desired to obtain during 1941 from North America:-

Btock on | Forecast Additional
August 1st. aof output supply de-
Aug. "40 | sired from
to end (1. North America
during 1941,
Fisld Artillery 2,650 4,850 | 1,800
Medium Artillery 400 | 700 300
Anti-pdreraft Guns:-
Heavy 1,715 | 1,560 | 1,600 plus
Light 650 3,760 | 1,800 plus
Tank and Anti-Tank Ouns:- i
2 pdr. Anti-Tank Carriages 600 ﬁ,{}ﬂum 2,000
B " (uns for A.Y. Car- 600 &D
riages 10,%0 4250
" % Quns for Tanks 8
Rifles About Dﬂﬁ
2 million| 850, One million

@ Including 500 37-mm. equipments from U.S.A, and
2 pdr. equipments from Cansda.
@ Most of the Tanks in stoffk were armed with 2 pdrs.

@ Including half m million American Enflelds.
@ Ineluding output from India and Australia,

O o O e
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The following parngrophs explain the final
figures here shown.

1. _FIELD The stock figure of 2,650 equipments in the
AETILLERY,  hands of the A on August 1st consisted of (a) 650 75-mm.
fi0ld guns from the United Statea;*  (b) about 1,000 1B-pdr.
and 4.5" Howitzer equipments surviving from the last war.
(c) Over 1,000 25-pdrs. (655 being converted 18 pdrs and
410 new 25 pdrs,).

Thus, of the 7,500 guns in sight (stock plus
producticn) by the end of 1&41, some 1,650 are of old types
and should bte replsced ss soon as circumstances permit.
This leaves 5,850 as the total of modern or reconstructed
weapons availeble between now end the end of next year.

The initisl equipment of the divisions for
which provision has to be made by the end of 1941 calls
for at least 5,000 for establishment plus reserves -- the
figure would have to be & little larger if the force were
dispersed over several theatres of war.

In order to provide what the Army Council
consider an adequate reserve and to peet o moderate estimote
of wastage during 1941, we should have available 6,650 guns,
i.e. we need BOD more Ehnn the totel avallable. furthur,
in order to provide a 208 margin against loss of British
output, we should place an insurance order for 1,000 equip-
mants.

In order, therafore, to be assured of meesting
our timetable,; we should like to receive from North America
1,800 equipments during 1941.##

Canade has already started production of
25 pdrs.; but we do not count on receiving more than 100
equipments before the end of 1941.

I have briefly indicated in my preceding memo-
randum why these 1,800 equipments should be in the form of
25 pounders and not of some alternntive weapon.

We are producing at the rate of 150 equipments
a month. We expect to be producing at the rate of 380 a
month next sutumn,

# Of these 565 were with units 4in Great Eritain and 85 in
depots undergoing miner repairs. The balence of the
number sent to Britain were afloat or in port walting
to be unloaded on August lat.

#* Tt will be noted that thiz is approximately the figure
of the obsolete types which we hope to raplace.
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The existing stock of mediuvm artillery
consists mainly of 6% Howitzers plus a few 60 pounder
guns (5") which have been converted to 44" calibre and
will take the shell designed for the new 4§" gun. The
sutput of new medium artillery showm in the table will
conslst in approximately equal guantities of the new
43" gun and the new 5&" gun Howitzer (these two weopons
are mounted on a common carrimnge). Delivery has Just
begun and cne of the first complete 43" equipments will
shortly be on its way to this country.

The forecast to the end of 1941 is about
100 equipments short of the total number required to cover
the War Office estimate of wastage and approprinte reserve,
on the assumption thaet the 67 Howitzers remain in service.
To the deficiency of 100 should be added a figure for loes
of putput through bombing which should be fairly high as
the production of these equipments cannot be widely
distributed. We should, therefore, like to order 300 of
these equipments from Worth America for delivery between
September 1941 and June 1942.

It iz intended to replace the 6" Howltzers
with modern weapons as soon &8s production permits.

The productive capacity involved in manufact-
uring these weapons i1s largely alternstive to that reguired
for heavy antl-sireraft guns. If, thorefors, we could
secure more of the latter from overseas, we could enlarge
the output of this medium artillery from our gjun factories,
and vice versa.

We expect to be producing 66 a month of these
equipments next autusn.

(a) HEAVY

OQur stock of heavy anti-aircraft guns on
August 1lst consists, as to nearly one half, of 37 and 4.5
guns, the production of which 1s not being continued, and,
as to rather more than one half, of our standard 3.7T® guns,
The new production shown in the above table is made up
entirely of this lest weapon.

If the forecest i1s realised we shall have over
2,400 heavy anti-aircraft guns before the end of next year.
In the view of the Ceneral Staff this figure should be at
least 5,000, and if all vulnersble points are to be protected,
as well as provision made for supplying a certain number of
these weapons to our field forces, the fipure should be
1,300 more. The deficlency is thus at least 1,600 without
providing sny insursnce agninst our own loss of output., If
the full requirement were to be met and insurance provided,
from 3,000 to 3,500 guns would be needed.

There is no possibility of rilling this demand
elther from British or overseas sources before the end of
next year. But, unless we can assume thot the struggle
for air mastery will be substantislly settled in our favour
by the end of next year, these figures serve to show the
need for broadening the besis of production of heavy anti-
aircraft guns.

St e
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In the ease of this equipment, the need of
uniformity is less imperative than In the case of artil-
lery which 15 used in the field, for a consideratle
proportion of these guns can be fixed in position and the
aminition supply can be arranged with comparative ease.
Moreover, the total amount of smmunition that has to be
dealt with 1s much smnller than that which has to be
supplied to a field force.

Our own demand 1s, moreover, swollen by the
desirability of glving prntautiom to vulnersble points
ell over the world.

It is, therefore, very desirable thot a large
production of the most readily produced heavy A.A, gun
should be planned in the U.8.A., and that sllocation of
the early deliveries should be made In accordance with the
war situation prevailing at the time.

At the moment we ere producing 80 3.7" A.A.
guns & month and we expect to be producing 120 a month in
the sautumn of next year.

(b) LIGHT

Our present stock of light anti-alrcralt guns
consista almost entirely of 40 mm. (Bofors) guns. The new
production shown in the table will consist entirely of
this weapon. Our totsl supply at the end of next year
will be some BOO guns short of the Army Council's minimum
requirement and some 2,800 short of the total which the
army would like to mount throughout the country, in
addition to equipping the fleld force. We must also ellow
for some loss on our production forecasts.

On the basis of the lower requirement figure
which shows a deficit of 800, plus an insurance against
loss of, say, 1,000 guns, we should like to order 1,800
guns for dali?ery during 1941 from Horth America.

Qur present output is 113 & month, and we
expact to rise to 460 & month at the end of next year.

The life of the A.A. guns is wvery short. A
large number of spare barrels must, therefore, be supplied.
We have ordered, and are anxious to secure quick delivery
of, spare barrels for both the 3.7% and 4.5% A.A. guns -
which are mounted in comsiderable nusbers for the defence
of London, T would ask thot these orders may have high
prierity. fur ammunition supply is abundant end the
barrage fire which has recently been put up in London
represents the wear of something like 100 barrels a week
of the heavy A.A. guns.

Our programme of tank guns and anti-tank
equipments is far behind our requirements, AL the outset
I should explain that the 2 pdr. gun is used both as an

STTTC T CONTToT T T -
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anti-tank weapon when mounted on an anti-tunk carringe,
and as the main armament of our tanks. The production
of the gun itself has therefors to balance agalnst.pro-
duction both of 2 pdr. earriages and tanks.

In the Battle of France the Army was
insufficiently equipped with anti-tank weapons and
lost all the 250 antl-tank equipments which were on
the Continent, as well as several hundred 2 pdr. guns
which were in the tanks that were left behind.

We have, therefore, had to build up our
supply from tha relatively few equipments and guns
that remained in England. In other words, we had in
this case to start again nearly from acratch,

Though the output of 2 pdr., anti-tank
equipments and of 2 pdr. guns for tanks is rising
rapidly, we shall be considerably behind the military
timetahia ty May of next year. And though we shall
eatch up rapildly in the latter helf of the year, the
Egmpiaﬁ%uu of the programme by the end of 1941 is not

sight.

Taking first the anti-tank carriage as
the measure of our sugply of anti-tank eguipments,
the output will be 2,600 behind the military timetable
in June and will stiil be 1,000 in arrears in December
of next year. It will catch up in the early months
of 19.42.% Mlowing & margin for loss of output due
to enemy actlon, we should like to secure an additional
2,000 anti-tank equipments from Horth Ameriea by the
and of 1941.

In addition to the guns to be mountad on
these carriages, our forecast of tapk deliveries will
require about 6,000 more 2 pdr. guns before the end
of 1941. This, with the 4,850 2-pdr. pguns required
for mounting on 2 pdr. anti-tank carriages of British
manufecture, gives a total gun requirement of 10,850.
Our expected production is 9,600, leaving a deficlt
of 1,250, On this sdditlonal gun output for British
tanks there should also be a margin of safety of, say,
1,000 guns.

Thus, to complete the programme the follow-
ing additional supplles are needed from North America
during next year:-

# The deficlency here gquoted i3 after allowing for
the delivery from the United Btates of 500 complate
anti-tank 37 mm. equipments and of 600 2 pdr.
anti-tank equipments from Canada.
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Ouns = Corrloges
2 pdr, Anti-tank Equipments 1,000 1,000
Insurance Margin 1,000 1,000

Additional Guns required
to complete Tank

programme 1,250
Additional Insursnce on
Gun production 1,000
4250 2,000

It is not precticable fully to meet thesze
deficiencies by additional output from Censda. We should
1ike, therefore, to be able to secure a substantial supply
Irom U.S.4.

The figures do not include the arming of the
¥.? tanks which have been ordered in the Unlted States.
For these tanks 1,500 75-em guns and a further 1,500
37 mm. guns will 'E-a required before the ond of 15.&1.

In considering how to provide this tonk aond
anti-tenk ermement two points should be noted.

The first is that the Army Council, and I
think slso the Americen Militery Authoritles; recognlse
that by 1942 both the British 2 pdr. and the 37 mm. anti-
tank guns may not be powerful emough to plerce the armour
with which the German tanks may then be protected. The
2 pdr. anti-tank carriage hes, therefore, been re-designed
to carry a new 6 pounder gun.

One of these guns is on its woy to the United
Btates. If 1t commends itself to the American Military
Authorities it would be a great help if this gun could be
put into production promptly in the United States, in
parallel with the production of the lighter anti-tank gun,
This suggestion i1s put forward because 1t 1s almeost impos-
sitle to contemplate doing this in England owing to the
great pressure on our gun-making capselty and the danger
of interfering with the production of the 2 pdr. gun which
18 in full flight and is the only weapon that will he
avallable next sum=eor.

If the American War Department is not yet ready
to resch a decision on this point, we should in any case
like to place an initial order for the earliest possitle
delivery.

The second consideration 1a thnt the gap in
the British programme in 1941 could to some extent be
f1lled by a further supply of American 37 mm. equipments
if they can be made svailable in tima.

Bubstitution to the full extent of the defic-

{ency would not be entirely sntisi’antﬂt‘{. On the one hand,
s special mounting would have to be designed if the 37 mm.

SR AN G e
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wers to be used in British tenks, and on the other, as
concerns the anti-tenk equipments, we should like to
have both 2 pdr. guns and 2 pdr. corriages in production
in the United States in order to meet the possibility
that our own flow of equipments might become unbalanced
through dnuggo by enemy mction to either the gun or car-
riage production as the case may be.

We should, thorefore, 1ike a supply of 2 pdr.
guns and carriages to ﬂo included in the American supply
Progrimne.

For the reascns already mentloned, we ETe
anxious that deliveries of 2 pdr. or of 37 mm. antl-tank
equipments on exlsting or supplementary orders should be
brought forward as far as possible to the early part of
the yesar.

In August production of both guns snd car-
ringes was rmning at the rate of mbout 150 a month, and
we have in stock a small surplus of 2 pdr. guns which are
being mounted in British produced tanks. Production of
the guns will run substantislly ahead of carriages in
Decomber and at the end of next yeer we shall be providing
from home sources 1,100 guns and 400 carringes a month.

Tn August the British Army, which hed loat
gome 150,000 of its rifles in the Battle of France, postes-
sed some 1 million .303 Enfield rifles. This enabled it
to equip the divisions in formation and supply a certain
nunber of rifles to the Navy, which, in addition to 1ts
ordinary requirements, needs a considerable number for the
men engaged in trawler and ancillery services.

The new output is, however, very smsll and
the surplus in ordnance stores will with difficulty suffice
for the intske of recruits and other urgent demands.

The War Office minimum demand for the field
force, for troops engaged in home defence, and for wastage
during the eampaign of 1941 estimated on a very modest
basis, amounts to 2% milliens. This figure 1= exclusive
of the neaeds of the Home Cuard, which have been mainly armed
by American Enfield rifles from the United States.

Townrds this requirement of 2§ millions, the
Army possessed a little over 1} millicns in August, Our
forecast of deliveries from existing British factorles, from
new factories which will come into production at about
Christmas, and from small factories in Cenads and Australia,
amounts in all to an output of 850,000 more rifles before
the end of next yoar.

The figure of 2% millions is, however, only a
minimum requirement. I, as is possible, the number of
divisions in formation at that time is incressed beyond
the programme figure - in spite of a deficlency of some
{tems of their equipment - & larger number of rifles will

S LRLCILY COMNHMHbbr
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be needed, We hove also to provide for Polish, Czech
French and other troops in England, for the requirements
of the Dominions and Colonies, and fortified posts

abrend, as well as for a reserve which ghould be avail-
able to rﬂglnuu wostage if, in the latter part of 1941

or early 1942, it should be incurred on & full battle
basls. We need also to provide & margin against possible
loss of output from enemy mction.

We therefore should like to order for as
speody dellivery as pofsible at least one million Enfield
«303 rifles in the United Btates - the rifle which is
stapndard not only in the British regular foreces but
throughout the British Empire.

In cur view, this order should be In addition
to and not in substitution for an expansion of copacity
beyond that now available for making .30 rifles; for a
large supply from this country say be required not only
to meet specisl British demands that can be isolated from
gur gonernl programme, such as the Home Guard, but also
to meet needs that are llkely to arise in the next two
years from many other sources.

In this connection 1t 1s worth putting on
record that during the four years of the last war production
of rifles in Britain and North America was approximately
as followsi-

Great Britain 1912-1913 4,000,000 »303 calibre
- ;] L]

Canada 1916-1918 120,000
U.S.A. 1916-1917 1,250,000 1 n
U.S.A. 1917-1919 2,950,000  .300 calibre

8o far as I am aware, no preparations have
been made to panufacture rifles on anything like this
scale. Nevertheless, the Germans must have in their
possession, or at thelr command in the countries under
their control, an almost unlimited supply of rifles, while
the French supply cannot, as in 1914-1918, be counted in
the scale against them.

It may be that the machine gun end the auto-
matie rifle may for certain purposes replace the standard
rifle; but these figures suggest that the production of
small arms in some form or another should now be envisaged
on a very greast scale,

In order to give a general plcture of the
scale of our production in relation to military needs and
what has been dome in the pest, T have set out below a
compariszon of our forecast of production at the end of
next year with figures of the flut WA I have not avail-
able any statistics of French artillery production, which
should be added in when considering the output of Ehn Allied
and Associnted ?nﬂﬁrsi but I havanguntaﬂ a figure for the
United States from Colonel Ayres! ficial Btatistical
Summary of the War with Ge « For purpozes of the
table I have assumed that his figure does not include any

SLRICTAY CONFHEN D
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conslderable pumber of tank and antil-tank guns.

The British figures were achieved ofter
3} years of war; the American - alded by the enpacity
ereanted by previous Allied orders - wos resched in 18
months; the British figures for 1941 represent the
prospectlve sltuation after approximately 2 yenrs.

Hopthly Outpyt of Artlllery
EBritish peak British
output March U84, Forecast
Noy, 1943
Fleld Guns 340 380
(pjlus 200 gun (plus 80 gun
bodies) barrels)
Yedium 1540 420 &6
Heavy 64 o few
A.A. Heavy 45 120
AsAs TLight None 460
Tanlk and Anti-
tenk guns 285 1,100

The flgures are a measure of a part only of
the Industrial war effort - which can only be estimated
n5 a whole if we alsc take account of the comparative
production of tanks and aircraft,
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My dear Mr. President:

I am inclosing herewith an extremely interesting
interview between Hirochi Kondo and Treasury Agent
Nicholson.

I have sent copies of this to the State, War
and lavy Departments.

Yours sincerely,

The President,

The White House.
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14 October, 1940

The following is highly confidentisl: Hirochi Kondo,

Viee Minister of Foreign Affeirs, Tokyo, who has been in
Shanghai for the past five dsys collecting information regard-
ing the pgeneral situation end activities of sgents of different
Japanese intelligence services, left today for Tokyo. As he
is a very old friend of mine, he talked with me more freely
then with his Japanese colleagues and the following summary of
information was obtained:

First: The purpose of his visit was to get a better
understanding of all esctions which have been taken by local
military end ecivil authorities on their own initiative.

Second: While here, he got acquainted with various
Japanese organizations and their activities and was deeply
shocked to learn of their criminal operations. He pointed out
that Japan hed long since been purged of the dregs of the
society involved; then Harbin underwent a similar cleaning
process, then North China, following which the whole crowd
came to Shanghai to continue thelr criminal activities along
the old lines trying to attein leadership by terrorism and
gangster tactics. Kondo stated that there would be sweeping

changes by replacing local officials who are supporting such

activities.
ST TRTCT LY CUNT DAL /|



-2-

Third: Regarding the new order, Kondo says an es-
sential feature thereof is to destroy domination of Anglo-
Saxons in Asia, but that this does not mean expulsion of all
foreigners. The struggle is against those foreign groups and
finencisl concerns which want to maintain the high position
they acquired s hundred years ago. Azainst them the struggle
will be continued to the end, but others, regardless of nationali-
ty, whether French, Jews, British, Americens, will be able to
continue their sctivities on a basis with the new order by
simply ecknowledging the same.

Fourth: Kondo believes that an sgreement ending the
war will be reached between Jepan and China and thet Chiang
Kai Shek and Weng Ching Wei share a common point of view on this
subject.

Fifth: War in China and regimentation of economics
to military ends are displeasing to Japanese workers. There is
a shortage of man power in all branches of industry end com=
merce. All men are mobilized and ere being held in reserves
in case more divisions have to be sent south, as armies in
Vanchukuo and Korea cannot be moved. Wherever opportunity of-

fers, grown men are being replaced in jobs by young boys and

girls.
TTTCTTT ORI |
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Sixth: Helf the people of Japan are socialists.
The regimentation of capitalists by force and persussion is an
easy undertaking in comparison with the prospective task of
bringing workers and fermers into line. The relstion between
rural and urben classes is one of antegonism; village blames
city for herness of life, end city dwellers are displeased
with country districts because farmers do not wish to supply
rice and other farm products at controlled prices. This is
causing a situation unprecedented in Japan. In town markets
there is a lack of most important goods; fermers have them
but consider it unprofitable to sell them at fixed prices,
hence they keep them in the country. The same situation ap-
plies to wholesalers who will not sell to retail shops. As a
result, trade is dead and there is hunger in cities. Leftist
elements are using this growing displeasure to fan their enti-
gevernment propaganda.

Seventh: Konoye is very popular in Japan as e
representative of an encient femily, but he is too wesk for
present demends end unsuited for the roll of a dictator. The
tragedy of Japen is that there is in the country no Hitler or
Musanliﬁi and the socialists make the most of this. The only
authority which still holds the country together is that of

g T TN SALL |
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Eighth: There was & recent meeting in Tokyo at-

tended by Kondo at which representatives of the Ministry of
the Interior considered the present situation. Domestically
this wes found to be exceedingly difficult. One of the mein
reasons discovered was that numerous small ufficiala.recently
appointed to replace drafted men were people without any ex-
perience or ideas of government. The meeting considered that
it would be necessary to recall former officlels from the army
and reinstste them in their old posts and introduce some
resolute meassures to stop further developments of socialism.
The growth of the idea of socialistic monarchy may lead to
revolution; in fact, Kondo says practically speaking, Japan
is living on top of revolution. Nobody expected events woulé
take such a turn,

linth: Kondo does not consider wer between Japan
end America likely. Knowing Matsuoke personaslly, he believes
that the latter will be able to work out some mutual under-
stending with the United Stetes. EZven if such negotiations
should feil, and wer becsme a reality, the Japanese fleet is
strong enough so that Japan could easily dominate eastern
weters against the United Stetes Navy. Japenese Naval Head-

quarters, so far es he lmows, believe that they can easily



defeat the United States Navy and eny possible sllies in
thie part of the Pecific and are not worrying at ell about the
next two or three years.
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THE SECRETARY OF THE TREASURY

WABHINGTON

__.E‘EE’_E‘H'.mi 1940

My dear Mr. President:

To keep you posted on the latest
moves between the Army, Navy and the
English Purchasing Mission, I am
sending you a copy of the Aide Memoire
furnished me by Arthur Purvis, head
of the Mission.

Yours sincerely,

The President,
The White House.

Enclosure.
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AIDE MEMOIRE

To meet urgent war needs for large bombers, it had
previously been arranged to grant the British deliveries of one
for one with the United Stetes on B-24 bombers made by
CONSOLIDATED, which, according to production schedules then
presented, was expected to result in their obtaining 26 of
such aircraft by May 1, 1941. In return, the British author-
ized WRIGHT to defer delivery of 120 Wright 1820 engines
and divert said engines to the United States Army. Ten engines
have already been delivered.

It was later found that, owing to the state of produc-
tion at the Consolidated plent, the ratio of one to one would
not result in the British receiving the expected number of
machines by the date given, and arising from this, the United
States Army has offered to authorize Consolidated to deliver
to the British the first 26 B24 eircreft, complete with
engines, guns and military equipment. This, it is expected,
will result in a delivery to the British of 6 by January 10th
and the total of 26 by May lst, 1941. In return, the British
are esked to instruct Wright to defer delivery to them of a
further 154 1820 engines which are to be diverted to the
United States Army. The schedule of these engine deliveries
is to be agreed at the meeting of the Engine Lllocation Com-

mittee on Thursday next, and it is understood that this
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schedule will be so arranged as to cause a minimum disloce-
tion to the British effort to get the maximum number of com-
bat planes in the air et the earliest possible moment.

Following the Allocation meeting, a detailed statement
will be filed, giving:-

(1) A schedule of the deliveries of the 274 engines to
the United States Army;

(2) A schedule of the return of the engines by the
United States Army to the British, at later dates;

(8) A schedule of deliveries of the B-24 aircraft
to the British;

(4) Proposed deliveries by the British to the
Uni%ed States Army of an equal number of
equivalent type planes at a later date, to

replace the B-24's;

(5) The number of British aireraft thet will in
consequence of the deferment of engine de-
liveries to the British be held up for lack of
engines.

The British Purchasing Commission accepts this

proposal.

WASHINGTON
Detober 23
1940
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NEW YORK TIMES
October 25,1940

| NORCENTHABEAEDS

PLANE PRODUCTION

Deliveries of Curtiss Pursuit
Craft Are Ahead of Schaduls,

Secratary Asserts

Bpacial to THe New Toax Trees.

N, Oct. 3—Produe-
tlon of war planes in the United
States for defense and for Britlsh
requiremonta has been spseded up
Becretary Morgenthau sald today
l.lnl.;l:l,ll priss ?m-unum

verien af Curtiss rault
planes from the company's Pmﬁlh
are several days anhend of

other aircraft ta mre also meet-
ing thalr ﬂ': ules ?ﬂﬂlmuﬂh’,

“In pearly a nstance, both
I‘o.r':m.luﬂvu J:rym English, tha
companies are ahead on deliveries,
Mr. Morgenthau satd, and British
officials wers much pleased.

The four-man committes conslst-
Ing of the Secretaries of the Trens-
ury, War and Navy and Willlam 8,
En “ﬂym DT"&T by Preal-

, recently appoln
dent Roosevelt ta speed up
tlon 3 br.ln.:h;r about Ination
on of deslgn ia con-
tinuing its work, the Becretary sald,

amalat in the standardization of
Britiah and American reguirements
for war nnd thelr armament
 are on thelr way,

Mr. Morgenthau commantsd on
eriticlsm in  his Chicago
oy Ve T

the ta mrrest de-

In 1833. Mr, Willkia had

nssorted that “not aven the most
ardent New Dealer” defended |f.

' ardent New Dealer defends

it

VI said Mr, Morgenthay,

Tha steps taken by the Adminis-
tration, he added, wers s part of
monstary action that has resulted
In our & eurrency whose
walug s anywhers
ﬁhm,mmummw
'mwmmﬂrhm
saundent

maid ﬂnmrr
ministration's
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THE SECRETARY OF THE TREASURY
WASHINGTOMN

Ootober 25, 1940

Ny dear Mr. President:

I am inelosing herewith a clipping from
this morning's New York Times. By reading the
headlines you never would guess that I had some-
thing to say about Mr, Willkie.

We had a very successful supper party at
my house last night for Wayne Johneson.

I am inclosing a copy of my letter to
John Hanes. I am going on the theory that I
am not going to let anybody get away with mis-
statements during this campaign if I can help it.

Yours sincerely,

The President,
The White Housge.
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October 24, 1940

Dear John:

The October 24th issue of the New Tork
Tribune carries the following statement ettributed

to you:

")Mr, Hanes said in submitting his
resirnation to Ienry Hﬂrgentgau,
Jr., the Secretary of the Treasury,
last December he expressed his con-
viction that 'the country is in
the hands of a lot of incompetent
men who do not like the Americen
way and want it changed'."

I cannot remember your having made such
o statement to me. I wonder if the Tribune quoted

you correctly.

Yours sincerely,

(signed) Henry

Mr. John W. Hanes,
Westerleigh,
Purchase Street,
Rye, New York.
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THE SECRETARY OF THE TREASURY L
———
WASBHINGTOMN

November 7, 1940 #’LZ}
i

MEMORANDUM FOR THE PRESIDENT:

During the past few months the Treasury has been studying
and discussing witE the State Department and other interested
agencies the extension to wider areas of the resent system of
exchange control, which has thus far been applied only to invaded
countries of Europe snd their nationels and colonies, It is my
racammindation that exchenge control be extended to all foreign
countries.

(1) Exchange control is the most effective, comprehensive
end flexible instrumentelity for controlling international trans-
actions of every kind - trede, capitel movements, tourist expendi-
tures, financing of subversive activities, ete. The control may
be exercised in most international transactions since such
transactions usually involve money payments. The system of
licensing will germit verying forms of treatment for different
countries, for different commodities, or for different trensac-
tions = verying all the wey from complete economic blockade
against a selected country to conservetion of strategic materials.
Exchange control would be edministered in accord with, and es a
supplement to, our national policies. Licenses can be granted
or denied or otherwise dealt with in accordance with such govern=-
mental policies in e variety of fields.

It is importent to note that by the issuence from time to
time of genersl licenses which may be modified or revoked, trade
and financial transactions with certain countries or areas cen go
on substantially on the seme basis as though no control applied
to that country or area.

(2) Such control will be of si ificant help in dealin
with propagande end subversive activities. We heve had extensive
evidence in recent weeks of the withdrawal by the Axis aners of
millions of dollars in United States currency and the shipment
of such currency to Latin America. At present we have no effec-
tive means of controlling such action or even of obteining ade-
quate information as to the use of such funds.

(3) Protection and control of the assets in this country
belonging to the inveded countries or their nationals necessitate
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generael exchange control because ==

(e) very large emounts of such assets in this
country are nominally held in neutral
names, perticularly Swiss, and as a practi-
cal matter such assets have not been brought
under control, and

(b) large amounts of the assets of the invaded
countries have come under the control of
the aggressors who, either directly or
through neutral countries, may sell such
assets for dollar exchange.

(4) The existing control has been criticized on the ground
of inconsistency. We control and restrict relief payments and
other remittances to the invaded countries, but free{m allow all
remittances and gaymants to the aggressors. We have ilncked cer=
tain of the inveded countries but not others, such es China,
Polend, Czechoslovekia, Albania, etc.

(5) The census of all foreign-owned assets in the United
Stetes by countries and by individuesls will furnish veluable
information cnncernin% foreign perticipation in Americen industry
end other problems before us.

Almost every country in the world has some form of exchenge
control. Americans having assets abroed find their use of such
assets grestly limited, in some ceses to the point of virtual
confiscation. Exchenge contrel by this Government will put it in
a better position to enforce and protect its claims and the claims
of its citizens against foreign nations.

I am satisfied thet extension of exchange control is en im=
ortant, if not a vitel, element of our defense progrem, and would
e well received in this country.

I am sending a copy of this memorendum to Secretary Hull.

npura L.
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THE FOLLOWING FOR THE PRESILENT OF THE UNITEL STATES «WUOTE
LELIGHTED YOUR PUBLIC ANNOUNCEMENT FIFTY FINTY FORMULA LELREVERY
MUNITIONS TO BRITAIN AND CANADA BEST REGARDS HENRY UNLUOTE
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TELEGRAM _ bl
The White Trouse
VIA NAVAL COMUUNICATIONSS ﬁaﬁf[u!ghm ;’_7 ?
San Juan, P. R,, November 9, 1940 [/J&. ?i}LﬂJ

IF'OR THE FRESIDENTS
Delighted your public announcement 50 = 5@-delivery munitions
Britain and Canada. Best regards,

Henry.

0325 a.m.
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Memo from Morgentheu to FPR---November 12, 1940

Re:Englend's and Germany's success in the sir being
ottributed, in nert, to centralized eontrol over
air branches of air force--guvzzests U.5. set up
same system for Puerto Rico end Virgin Islends. FDR
in atteched memo to Admiral Towers end General Prett asks
their slant on the sbove surpestion.

Seeilavy folder=Drawer 1-1940(FDR's memo of Nov 13, 1940)



THE SECRETARY OF THE TREASURY
WASHINGTON

Deceaber 16, 1940

SOl

Deer Mr. President:

May I invite your attentlion to the followlng fects, Under
date of December 11, 9 a.m., the American Comnsul at Dakar, Senegal,
sent the followlng cablegram for the Treasury:

"Two sources which usuelly are well informed have
told me that on December Lth, after nightfall, the French
cruiser Primsuguet came into port and took on a carge of
B0 tons of gold, It left port before dswn."

Shortly after noon on December 14 the following cablegram,
dated December 13, 5 p.m., wae received through the Department of
State from the American Consul at Casablance, Morocco!

"Today & shipment of gold bullion will leave on the
steamer PRESIDENT DAL PIAZ which is leaving Oran, probably
for Marseille, or Port Vendre., This gold bullion had been
forwarded on Wednesday evening from Casablamca in 6 freight
cars, and the agency of the Bank of France in Oran duly
received it yeeterday. The source of the gold shipment is
Dakar, There are said to be 75,000,000,000 francs in gold
bars at Dakar, and all of this gold is to be returned to
France, The eventual destination of the gold is the Heichs-
bank is the fear expresesed by the officer who gawve this
information end who was charged with protecting the ship-
ment up to Oran,

"Warships and airplanes will form a convoy for the
stesmer PRESIDENT DAL PIAZ.

"This telegram has been repeated to the Embassy at
Vichy and to Tangler."

Sincerely yours,
W
Secretary of the Treasury.

The President,

The White House.
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Ln‘{ December 17, 1340

My dear Mr. Presldent:

I am sending wou herewith some

Fmd 5 13 el firu leliveries
strictly confidential figures on delliveries
of airplenes, divided into bombers, pur-

gults, trainers, and other military vlanes.

Yours sincerely,

;,w/[w\

The President,

White House.

Copies to: Secretary of Stete
Secretary of Wer
Secretery of Navy
Mr. Knudsen

et e




TH1S OVERIIZ. ITEM HAS BILN
MICROFILMED IN SECTIONS,

DELIVERIES OF ATRPLANES, BY PURCHASERS AND BY TYPES OF PLANES i
Bi-weekly, January 2-15, 1940 and June 9 to December 7, 19in

¥ i ¥ Uther J'.'-c;mmorci al |
:_ Boambera Pursuits - Trainers 1_ m;%::::y s infali Tatal
TOTAL ALL PURCHASERS | ' |
Jan, 2 - Jan. 15 | 62 L 26 | m 16 16 124
June 9 - June 22 b0 | S | 118 9 | T 268
June 23 - July 6 38 127 | 138 8 L1 352
July 7 = July 20 B3 n 96 b 40 276
Tuly 21 - Aug. 3 56 99 | 131 6 | o 3
Aug, 4% - Aug, 17 5 Tl 139 | i 1 320
Aug. 18 - Aug, T | 5 ! a5 131 i 1k 53 337
Sept, 1 - Sept. 1& 16 bl 172 ' b [T 0o
Sre 35 it | 104 171 9 77 329
Sept, 29 - Oet, 12 25 116 206 & bl h1g
Oot, 13 - Oot, 26 28 50 184 8 35 3
Oot. 27 - Nov. 9 38 13 159 9 2B 36
Rov, 10 = Nov, 23 ' 39 9 96 b 19 253
Nov, 24 - Dec. 7 bl 118 179 10 Y 4 hos
ARMY
Jan. 2 = Jan. 15 2 = L 11 = 17
June 9 - June 22 1 16 Le 2 - ' 65
June 23 - July b 6 19 71 M - | 100
July 7 - July 20 8 21 60 , 2 = 91
July 21 - Aug. 3 11 4o Th L - 129
ag, 4% - Aug, 17 7 29 g2 il = 119
Aug, 18 - Aug, 31 8 38 g3 b - 135
Bept. 1 = Sept. 14 by 16 78 1 - | g
Sept. 15 - Sept, 28 6 52 g = = b
Bept., 29 - Oot, 12 L 34 a8 - - 12
Oct. 13 - Oot. 26 6 1k 92 - - 112
Qot, 27 - Nov. 9 -] & 67 - - Ig
Nov, 10 = Hov, 23 L L 32 2 i 3
Nov. 24 - Dec. T . L 10 9 - - 110 iy
HAVY
Jan, 2 - Jan. 15 ' - - - 5 - 5
June 9 = June 22 - 1 16 g - - 2l
June 23 - July & = 2 1k = 20
July 7 = July 20 - - 12 - =3 14
July 21 = Aug, % 3 - 13 2 - 18
Aug, 4 = Aug. 1 e - 1 3 - [
Aug. 18 - Aug. 31 i 3 3 a - 18
Bﬂp‘t. 1l - T 14 & 6 14 g - 1
Bept, 15 - t. 28 B8 - 26 - g
Bept. 29 - Det, 1P [ 13 2 -] -
Oet, 13 = ODet, 26 g 12 & -
gnt. E? = Nov, 9 1# 11 Eﬂ 3 - Le
oV, 0 = NHov, 2 =
Nov, 24 - Deo. T3 | 1 2_ I gé 10 .. 1 78




tot, 1; - Oot. 26 8 | 12 g | 8 - |
Oot, 27 = Nov, g 14 1 2 E | - é
Now. 10 - Novw, 5] 7 2 =
Nov. 2k _ Deor 7 10 | & | 22 10 _}_ v n
BRITISH EMPIRE® !
Jan, 2 - Jan, 15 60 | & - | - | " 60
June 9 - June 22 58 11 30 - 2 101
June 23 - July 6 1 % 3? - 1 166
sy b k% | % 57 i3 I 15
Al 4 = 2
g, ¥ - Aug, 1‘? Bl 27 5 2 11;
i .
Mug. 18 - pug. 3| 25 | 5 | - B 85
Bept, 1 - Sept. 1L 5 39 3 ~ - sl
Bept, 15 - Bept, 28 | 11 | CH i % b g1
Sept. 29 - Oet. 12 13 &9 36 - [ 124
Oot, 13 - Dot, 26 13 21 | 3e = 1 73
Oot. 27 - Nov, 9 13 | 103 i3 - 2 13
Nov, 10 - Nev, 23 | 2z 67 27 | & i 12
. BV Deo § [ .7 (N (. | = SN e .5 SO T A T
OTHER |
Jan, 2 - Jan. 15 i 26 - ! = 16 '}
June 9 - June 22 1 [ 16 26 - g
June 23 - July & | 1 [ 11 14 | = Eg 11:6
Jay 1o uy'as : ; P of B B | &
¥ - - - -
Aug, b - Aug, 17 | 2 | 4 29 2 9 gu
Aug, 1% - Aug, 31 17 - 0 - | 52 | 99
Sept, 1 - Sept, 14 | 1 | o Iy i 45 g9
Sept, 15 - Sept, 28 | 3 & 18 | 2 73 | 120
Bept. 28 - Oot, 12 = & 61 & | 5& 119
Oct. 13 - Oot, 26 1 3 ] - 34 83
Oct. 27 - Nov. 9 | 5 1 ug -
Nov, 10 - Nov. 23 : 17 | -
Nov, 24 - Dec, 7 | & 22 10 z
UffIce of the Beorotary of ths reasury, Divielon of Hegearch and Statls

* Deliveries under French contracts included in figures up to June 30, 1940.
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THE SECRETARY OF THE TREASURY
WASHINGTON :

December 17, 1940

s i T o i

My dear lir. President:

I am inclosing herewith the fol-
lowing charts which I thourht you might
be interested in seeing:

(1) llovement of Basic
Commodity Prices

(2) Lumber and Building
llaterial Prices and
Lumber Stocks

Yours sincerely,

/
e L

The Wihlte House.
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HOVEMENT OF @Basic coMMODITY FPRICES
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AND BUILDING MATERIAL PRICES AND LUMBER STOCKS

LUMBER
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iy dear lr. President:

For your confidential information,
I am inclosing herewlith a renort from the
British showing the number of ailrplanes
and pllots they had on hand as of lay 10,
September 27 and November 25.

Yours sincerely,

Iy P

The Presgldent,

The Wihite House.




May 10, Sept. 27. Now. 29

Stocks 3--'1&?, 3-7:?5’ 4 185

(Hurricane, Spitfires,
Wellington, Blenheim,
Whitley & iampden)

N.B., Planes shipped to other theatres of
war by Briteln were included in Sep-
tember figures, but not in November.
(These numbered 374 in period from May
to November.) Conseguently improvement

between September and November 1s greater

than appezrs at first glance.

Pilots 3 /01 ‘f.rtfc]" f-!',:??g‘

N.B. Pilot wastage last quarter about 400 per
month, allowing for half wounded returning

to duty.

C.Ra0. f-f'Yb{' /. & § )~

(Awaiting repairs
snd inspection)
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THE SECAELTARY OF THE TACABURAY
WABHINATON ——— o

Decezbtar 18, 1940

My dear Mr, President:

I have pleasure in encloeing, in strict
confidengs, n photostetic comy of m letter written
to =e under date of Decesmber ¥ by the late Lord
Lothian, together with its enclosures, consisting
of secret memorsnde dealing with British shipning
lomses nnd replacement, the position in British
shipyards, sod estimeted deliveries under the mor-
chart shiptuilding program.

Bingerely yours,
a.u-éu, of W
Enclosures,

The Fresident,

The White House.



BRITIEN EMBABSY,

— WASHINGTON, D.C.
Decembar Bth, 19LO

Dear Mr. Secretary,

In fcc;:rd.anau with your recuest
I enclose herein n;:r;'mmrandum regarding the
shipping problem. Attached to this memorandum
are two asppendices, the firat containing fipgurea
showing the amount of tonnage now actually
avallable to the illies and giving the fipures
for loases in recent months, and the second
dealing with the ship-building situation in the
United Kingdom and which sets out the kind of
asslstance that the Ministry of Shipping would
like to obtain. These documents were not speclally
written for commnication to the "nited States
Government but I think yo ' would like to see them.
They were pglven to me Jjust before I left London
and have been brought up to date in the light of
certain telegrams Just received. I should
emphasize, however, that the figures for the new

ships/
The Honourable W
Henry Morgenthau, Jr., . '
Secretary of the Treasury.
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ships which it is hoped to have built in the
United States should be regarded as provisional.
In addition to encouraging the con-
struction of a large number of merchant vessels
in this country there are of course a number of
other methods by which the United States Government
eould greatly emse the present situation but I
hardly think you would wish me to go inte such
matters in this letter, Perhaps however I may
fquote one conerete example to show the corplications
which arise from the leutrality Aet in its present
form,

The BEritish authorities are very anxious
to be atle to export military aireraft which they
buy in this country teo Takoradi in the Gold Comst
where they would be reassembled and, I understand,
used to reinfaorce our air force in the piddle Zast.
Takoradl although atelligerent port is within the
area regarded nas "safe" according to Sectim 2 (g)
of the Neutrality Aet and Arerican vessels may
therafore carry goods to it, Such goods may not

however/
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BRITIEN EMBANDY,
WASMINGTON, D.C.
however includs any war materials and thus
American ships cannot be used to carry the
aircraft from this country to the Gold Coast.
There are extremely few British ships on the
United States - Weet Africa run - in fact I am
not sure if there are any such ships engaged in
this trade at the moment - and the British
autiiorities are therefore faced with the
alternative of cutting down the number of alrcraft
which can be sent to Takoradl or talkdng off some
British shipa from the other routea in which they
are so badly needed. If it were possible for
American ships to carry the aireraft to Takoradi
the situstion would be immenaely improved.
Believe me,
Dear Mr, Secretary,

Youre very sincerely,

+ Letai

5 ™ 15N 1 5 bl = AL T I A
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For the successful prosecuticn of the war,

nothing is wore urgently necessary than that the
tonnage resosurces of Great Britain and her Allies ehould
be maintained and augmented,

It is true that the accession of Allies who
have important maritime fleets has put at the dispoesl
of the Alliance a large nurber of vessels, but the
effective importing capacity of this tonnege, like that
of Sraat Britain herself, 1e reduced, far more seriously
than is popularly supposed, by & nu.ber of sar conditions.
Moreover, much of this shirping is normally engsged in
bringing goods to Great Britain., Tt is by no means all
additional,

ueasureﬁ essential to protection involve
delays:- time sawaiting convoy, resort ta zigzagging and
indireet routing and much time epent in srming vessels
with gune and in degaussing thew. Allied crews naturally
demand srmament, and the Norwegien end Suteh shipping
chartered to the Ninister of Shipping hss been held in
port for subetantial periods in order to admit of this
rrotection being given. Ultimstely, of course, these
measurce reduce wastage but the first result is delay,
and thet delay may now affect Greek shipping, thus
actually reducing its lLemediate value,

Under war conditions, moreover, especially
when the ports have been subjected and remain aub ject to
aerial boobardment, the turn-about of shirs is less
expeditious and docking repairs tase longer than in tine
of peace,

Above all, the closing of the Vediterranean
and the inability to uee the French MNorth african and

woroccan porte, conseguent on the defection of Frence,

1 e ol Y S L& i
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nave involved relisnce upon wueh w.ore distant sources

of supply for certain loportsent commodities, ineluding
iron ore, phesplvtes snd barley, while the additional
length nf voyage to Egypt, India an: the Esst entsile o
gerinis diminutisn in the imjorting capacity of our fleet,

The lo:eee Inflicted on shi ping, British,
Allied mnd Neutral, have become much wore eeriois since
the defecti-n of France gave the enewy the use of all
the Prench Chennel ani itlaniic perts. (Ineidentally,
tnis cleosed also the use of 2ilbuo srd other ports in
Horth Bralm, our neareat sowree of suprly of Iron Ore).

Faragrarh (1) of Appendix I showa the total
or 2pitish vessels of 1,000 gross tons asnd over
(roughly the limit for overseas service in present
conditions) at the sutbreax of wap - viz: Jjust unaer
1.4 miliion groes toms of shipping. To this pather over
2 willion grose tons nas been sdded by eapturs,
transfers from the great Lakes, purchuses {row nedtrels
and new building. Aecquieitions by capture cannot continue
on any subatantisl scele ani the ricld of jurchese I'rom
neatrals ie incressingly r-stricted. !roctically ell
tie vesgels purchesed have beep securcd frow the nited
Staten, through the gr atly appreciaoted ernod will of the
haritime Commiesisn,

Prom paragragh (4) it ie pessible t5 ses what
& heavy drain af-ect nuval snd nilitary reguirecenis
4fia@ upon ahlpping and in particulur, upon passenger
ships and taoee niked Jwsseniur anl cargo lincrs which,
by their .igh apeed, are an importent eid in importing
easential sur: lice from the more distant sourcee,

After nllowing for lossee (28 indicated in
paragraph (3) of the Appendix) end for the tonnage
withdrawn for naval and militery purposes, thure waes ut
the end of Ociober, 1lLO, Just over 11 million gross tons

of/
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of shipping under the Britieh flag, tut muech of this ia
required for essentinl trade ol’ the Empire outside the
United ingdom. Yoreov.r abost 13 million gross tons
are at present unier repair. The balance sveilable for
impartin; into the Unitod Kingdow i therelor«¢ under

& million gross tone. .o thie add about 2,400 thousand
tona gross of neutral anu allied erippinge on tice=chapter
to the Kinletry of Snipplng, together with about helfl a
miliion tons gross on voyage cherter (see paragrsph 6).

If the dietary of the people end the supply
of raw wateriels are to be mAaintained on & scale fully
adegquate to the war effort, a minimus import of L3
million tone (excluding oil) per annum should be
achieved, slthough the necessity for & sowewhat lower
figure hes been envisaged. In gpite of the voluue of
shipping now secured, imports {excluding oil) fell in the
Jast tws montla, when the elosing of the [editerranean,
the lose of several near sources of supply and the
heavier sinkinge of the recent months bLegsn to show
their full effects, to 5 million tons in Septeuber and
slightly over 3 willion tons in Notober (see jparagragh c),
tnat is at tne rate of import ol only some 36,00C,000
tone per AnnUm.

The loczses of British and foreign toonage
fra. oll causes in recent wonths represents an snnual
wastage of L @illion tons gross, and this can only be
replaced by new bullding, of which we cen probably
supply only 1l: million - leaving & defieit of some
3,000,000 tons to be supplied from elsewhere.

Steps have naturally been token to increase
and expedite new constraation in this country and other
rartes of the Spitish Bupire. A4rnart from the very
limited capacity of the yerds in ijong Kong, t.le means
pubstantially that we wust loox to tie home yards.

-y g Appendix/
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Appendix II describes the programie at wiich
we are aiming and the limitations upon it. e shall be
fortunate if we attain next year an annual rate of output
of 13 wmillion grosa tons, in view of the urgent claius
of naval construction and the demands they make upon our
resources in men, material end facilitices.

The remarkable rapidity with which the merchant
shipbuilding facilitice of the United States were
expanded and devoted to the Allied cause in the war of
1914-1918 puggests that similsr assistance could now be
mAade available, and it is urged thst the United States
groduction for Great Britain enould be raised, as
expeditiously as possible, sc as at least to deliver
3 million gross tone, of wiich one third should ue cargo
and passenger linersof 15/16 knots speed, which are
espantial for the reasons elaborated in the Aj;pendix.

It is specially important, if possible, to
gecure a number of these faster ships without delay
and this could only be mchleved by transferring to
British account some of the vessels now under construction
for the Laritine Commission.

A further direction in which assistance could
be given io the war effort would be to widen the range
of porte to which United Stntaﬂr?eaulln can trade and
also carry munitions end other war uateriasl (e.g. to
South and East Africe), and if necessary, to amend the
FNeutrality Act.

Any measgures wiich woulu nage Lhe numerous
german, Danish, and Italian vessels sheliering in porte
in ¥orth and South Amcrica available for service in
eonnexion with the Eritish war effort, without thereby
allowing financial benefits to accrue to the Axis

powers, would also gr atly aselst,
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1. At the outbreak of war the ocean-going British

APEENDIX I

.ercantile Marine (i.e. vessels of 1,500 gross tone and
over) exelusive of tankers, consisted of some 2,500
vessels totalling 14} million gross tons cr 18% million

tons deadweight, These veesels were clussified ae follows:-

(Tonnage figures in thousands)
Number QGross tonnoge Deadweight

Passenger liners 9% 968 LEs
Mixed passenger and I

cirgo liners Llyly 34433 2,045
Cargo lincrs . 97 5,770 ﬂ.%gi
Trampsa cg 4,2

2, §rom that date and up to 27th Oetober Juet the

follewing additiconal tonnage hes coue under the Bpitish

Flag:=-
(Tonnage figares in thousands)
Number Gross tonnage Deadweight
}ug New Vessels 126 771 1,038
) Purchases frow )
neutrals &2 325 La7

{e) Prizes, ex ’
French and
Danish tonnsage
and transfers
from the Great

The acquisitions under {e) sre of a non-recurring
nature.

%, The losses of the British Mercantile karine from
enemy action and other causes up to the same dote were:-

{fonnage “ipures in thousands)

Humbier 3Jross tonnoge  Jeadwel ght
5 £, 00L 2,873
From the beginning of the war up to the end eof Lay, theae

losses averaged L4 vessels per week totelling 20 thousand
tone groes or 30 tnoucand tone deadweight., In the
succeeding period up to the 2Tth of October the weekly
loeses averaged 10 veesels of 60 thoueand groes tons or
41 thousand tons dead weight, i.e. the lossee in the

1 -2ty later/
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later perliod were at a rite nearly three Llres thut
experienced in the ~arller period.

The logevs are continuing st & Nizh Jevel,

L+ The ocean-going BEritish vessels diverted to navel
and militsry rurposes et the prosent time, i.e. at 20th
Detober, 1940, &tre as followe:i=

(Tonnsge figurcs in thousands)

Buonbér GFrose tonnoge Jeadwelght

Fasgenoer liners o2 756 35C

kiixed passerger
and cargo liners 1% 1,512 1,Cul
Cargo lin«rs 132 w2 1,021
Iraupe 257 410
i i, it

+Between 20th Cec ober and 3rd November thie total
had increceed by approximately 100,000 tons,

S« Acoordingly, tnere ere nos sbout 2,200 vessela cf
11 million gross tone or 153 willion deadveight under
the British Flag with w.ich to transport all the witsl
supplies of food and munltions for the United gingdom
and the Empire, in comparisan wit. the tiguree showm in
paragraph 1 above. The clessification of these veesels
is approximately =g followsi=

{Tonnege figuree in .ousands)

Iuber Gross tonnage Deadweight

Foesenger linars 25 257 109
Mixed passenger and

eargo liners 293 1,889 1,729
Carge liners 811 4,756 5,636

An agprecisble part of this tonnuige is enpaged in
serving the Dominions and Colenivs.
6. Allied and Neutral vessels on time charter to the
United Eingdom ae st 3let Ootober, and thus in the
direct service ol thie cuntry coaprise:

{Tonnnga/
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(Tonnage Figures i% tRbusEHTY)

Nuiler Oross tonnage Deadweight

On Naval and

kilitsry service 30 259 155
0n ather servicej
Liners 143 1,185

OB w v

In addition, some Allied and Neutral vessels not under
time charter tn the United Kingdom still enrage in trade
with this country.

¥ It must not be inferred thet the great volwne of time
chartered Allied anu Neutral tonnazge represents &n
addition to the tonnuge rescurces oyv:ilable for Lhe
importing work of tie United Eingdom ae compared with pre-
war conditions. kuch of it ls normally engaged in
bringing supplies to the United Kingdom. Delays due to
the need for convoys, the routing via the Cape owing

to the eclosing of the lLediterranean, port delays, the
increased volume of tonnage under repalr and general war-
tine restrictions reduce the effective carrying capacity
of tonnage, Mear European acurces of supply sre no

longer avai lable.

d. Our pre-war imports (1937) averasged 5,C1l0 thousand
tons per month excluding tanker cargoes, The corresponding
avierage imports during the Ciret year of the war a.ounted
to 3,670 thousand tons. In recent inntua t.e regcord of

imports hes been as follows:-

1940 (Luousand tons)
Avril L,207
kay Lyd77
June 4,054
ouly 5y 303
August 5,939
japteanber 3,017

Similir figur.e are not yei available for
Octoter. The presert indications are that imports for
teat month may be a little lesae than t.ose [or Septeuber,
Our progranue of reguirements (other than oil)
for/
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