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r or the eecond year ot wa~ amount& t o 43 million 
!J ' 

i I ---­tone;-

Min i s try or Food 
ll in1s try or surpl y 
J.:.iecel laneoue 

or } ,6C'O 

19 million 
23 million 

1 111111on 
4J million t ons per 

Annum 
thousand t on& per ~nth 

9 . LOeaee or t onn•ee (other t han tanke rs) from all 

caueea 1n recent months represent s an annual depletJon 

ot t onnage avai l able by 4} mill ion tone gross or 6, 

ruil) 1on t o ns d.eatl Ne i eht • ';'he l'ecor J.eU fi&Ur ts for 

vessels or 1 .600 gro~a tons ond ov~r gi ve t he annua l £!!£! 

lb follo'Ns :-

J. i llion !.:i l l Jon 
Grose tons !Jeadwel pht tons 

Brit ish } .1 4 . 2 
~baseU on :a weeks l 10/6 t o }/ ll 

?oreign 1 . 4 2 .1 
~be sed on 20 weeks l l 0/6 to 27/lO 

4. 5 6 . } -
y ( 0 I' " · \ - " 



C -r 
The poet &.ton !n 

"'}~·.. -
~r1t1eh ahtpra~a . 

The ~axi~um o~ tput to wh teh ! r1t1eh an !ry r11 

can atta in in wort1coe 1a no1. 11 kel;· t.o exceed 1.250, 000 

aroee tone J)f'r annlD . Pre- war p lannl n& dlJ ~ot taf'au=..e an7 

higher fi gure becauee 1t waa realieed thr.t n~va l 

requl r ementa woulJ have to tu:e J'irt»t pl•ce. 

(In the t iN t )'ear or ••r t~e actu.al •~.me. or 

new tonn•s• ~rod~cet ~• • 7oO ,OGO g'roas tone . ) 

Tho outptJt. f'Jt' new r..utr ohant. a n JJol 11 t'J.&"~ln1r 

atr ecte<l by t he l.eavy burder1 ot t!tUo,:: ond :>t.palr 'IIOr ... 

on exl at1nc ehlpa ar latns from war-rlak 4•~&• , colllaton 

ln convoy , Clerenetve ora-tng, d egoYee tn~ sncl J,~o rot.octlon 

agatoe t at~ t ttack. So aerloua ha ve been Lhe 4e~nda on 

l abour tor t.haae purpoaea tbat the Wtntatr;~ or Si.irptna 

la encourag l ni awnera to cr1'r:; ou t re~atra abrnau r.o r.~o• 

1%1U.1mtl!n ex tunt. poaatble by c.eana ot grant.6 t.owarJ6 t.MI 

e xtra coat. 

War t ne e ngineering lebour ;.a& betn ~t rt.!cularl :: 

atrect.ed by 4ea:.anda meoe ror war rroduct io.n 1n ot.!.e r 

brancb ea or t he ena1neertng induatrl , end •na lnea fo r 

~•rchant. a h t r a ~eve had to t ake a e cond prlor ity to t~ose 

tor naval voAeel &, with the ~eault th6t engine 

produc tion h~ta lagged behind t.l•o cOIZipl et.lon of hulle . 

to:o tw!thatandtne t he .. eavy tle-.:.an.l.l tor a .. tlled 

lebow- in other d.i r erct1one , B~• 1'-yo rd labour t.u, c own 1 

aubat ant ial c rowth a1nce aep\.e,.ber, 1J.}9 , bt.lt , :-or t htl 

raaaona a t van, little or thJa lncreoae ~e• teen evetlabl• 

tor new o.erohant eh i p conec.ructtfl>n •• 

~tnally , a .ortage or ate&l auppl.ea hea 

ret.arde-d out put: t 1a art aea frOID tMt l oaa or ore 

auppl1ea f'rOCI. Sweden, or heevy ro rginga tor c r&nk.- er.el ta , 

etc . f'r o:n N, rwe:y and Bel"tu...., ond ol' etccl trou. 

_..,...-j:--Th-c¥'/- WrH : B f 
.. 
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Luxemburg and Prance. ~et1c1enct~• ha ve t o be cede sood 

b y tmporta trom more d11t4nt a ourcee , 1nclud1na ateel 

~latLe r rom u . ~ . A . 

! rpe or vea eela being oanatructed . 

In order to achi eve the II'JAX1.inum or carrying 

power , <he l.l1n1str y ol' Shi pping 1\ao arr., nged thot t ho 

l'orchftnt 8h1pbu1l41ng Dopsrtmen t '>r the Admiralty are 

concentr a ting on the conetruetton or a~ple t ypea or carao 

ah1p8 w1 t h epeect& not e.xoeecUng 12 knot a, a nd on tanker a. 

Save t o r a amall nwnber of cargo liners ordered on 

Oovern~ent contrscta at t he outbrea. ot ·~ a n4 tor t hOse 

linors building on pr ivate account (mostly ordered before 

t l e out break. of war ) , t here hPe !J&~on a rigoroua 

exclusion nt everything eave t onnaae tor ca.rgoe-e in bulk. 

A tab,llar ateleoent t a annexed a now1ng t he 

t11t'ferent type a eio.pected to be oompl11 t ed. between l at 

October , 194~ an~ )Oth Septe~be" , 1941 , 

Conatruetion ou tside the United Kingdom . 

Aflert trom !ions Kong, wne re t he :;ar<le ere 

bet ne employe~o~ to t he n.a.x1rr.w:1 1n prod.uctns merchan t 

tonnage to~ the Llnlatry or Sn1ppin~ (}5 , COV grooe tone 

! er annu:;•) • t ne only countrt~s outaioe the- United Janb"Uoca 

capable or boildt ng ocean-going veeeelo are Canada and 

the Ur.1t ed Stateo. 

In view ot t~e obvious aertouaneee or the 

poe1t1on through loaa•• in rece nt ~ntha , t he Firat Lord 

or the Admiralty o.ntl the t.:inlater ot Shipping h.ave been 

a utnoriaed by tne oover~nt t o arrenae tor the placing 

ot orders tor 60 cargo tra=pa in the Un ited Statee, end 

it 1a under etood t ha t t he work 1a being entrue ted t o t h e 

'lo44 Sh ipyard Oor porottM. Theeo veoeele will be 

4el 1vered bat•een the Aut~ ot 1941 an4 the en4 or 1' 42, 

c n4 will meon an additi on t o the Britto~ le~contile 

c 'lf\ ll " .I f v 1 eorHI~ Et4t' 
J.:ari!))l/ 

I~ 
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WRrine or 400,000 groaa ~one; ot t nia }OO ,ooO~~ 
will bo proclucod in tho third ./tOr o•• ·•ar, brlnglftg t he 

to tal output J'or the Y\flr trow a l l eourcee t.o about 1" 

million groae tone or ocean going veeael a excluding 

tankera, which 1e only a quarter ot the preaent onnuel 

rate ot loe e or. tonnage i n Allied eervice. 

Eeeent1a l needa over and above the toresoing 
Proeru.e 

It ia the opinion ot tho l:ln ieter or Shi!>Pini 

that the aim ot t onnage output ou t ai a e the UnJ t t:U }~1ngdom 

in the t t1r0 year or war, or as aoon DB poaa1ble, should 

'be ) , 000, 000 groae tone, o t 'WhiCh I I L"'.al l propor t !C'n 

may be built ln c anada; tho.t ie to aay , instead n r 

4 00, 000 groee tons the Uni t ed Statoo product ion f or 

Or•~et Br1t.e1n should be },000, 000 sroaa tone at l east. 

This should bo divide~ no r ollowe:-

Car go tramps 

Cargo and J &asenger 
l!ne~s {or 15-16 
O<nota speed) 

2 , 0 _5 , 000 grove tonnage {300 
1nt:: tead of 
60 ohlpe) 

915, COO gro•• tonnftse {95 sn ip&) 

(It 1110y be necet~ aory to sub at1 to1 te &ollie t tln kc,·a fo r 
cargo trampa, but t ll ia 1e a matter for adjustment 
be tween t he Un ited Kin€4oo aod Unit~ Stotce ~ro~uctlon). 

Cargo and Peaaen~er Linere. 

The paaa enger and cargo liner poa1t1on in 

the Unitt::d 1!.1ncclou. 1a rapidll' becoming acute O\'t lng to 

the d1vera1on or t h1a ~ype or e h i p t o naval a~ m111tsr¥ 

i)U rpoeea , antl to the aubatantiel nu: bor o t e uc:. veasela 

wh ich have beRn lost wh ile on navnl ecrvjee ae ftlrr..oU 

.nereha_nt cruia cre: t hoae a;.uat be r e placed by drawing on 

ex1at1ng lJnr re eneaged i n aat ntatni ng the •uch reatrtetcJ , 

though vitally eeaent1al, e ervicea throughout the EmpJre . 

Tho constructi on o r thie type of vc aael in place ot e~rso 

veaeals would aubetant!ally dim!nlan o~tput In tho United 

Kingdom, vt~ : 20 e uch eh l r a woulu reeult in • d 1Q1n1ahed 

Hli CTL 'f e6 NFIBEN f ' 
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tonnose output or ao,coo sroo& tone per onnwo. ~. 

maintenance of Br1t1ah p.,rcea in the tear c.aat e ntails 

voyagee by tho Ca1-e whlcb tue t our U u.eo the tic.e 

occupied by tll r-ec t voyogee t h.r-ough the ll!ed11.erraneo.n , and. 

the ptovlolon or adJ it lonal rast tonne~• ?t t heae typeo 

for ca~riJnt troops a nJ ~111ter~ atorea !a eeaential in 

order" tho t vtgol"'oue prosecution ot' t he ~f8t ln the 

::astern lle<1Herrane•n u.ay not be Jeopa rdized. 

It 1& therefore a mat ter or the flret 

importance that the u~tted Statee ~over~~ent a ould 

antlclpete output by aeeletlng the British Government 

t o te'ke 0\'lr tonnage or ..... ~ ch the conatruetion ia 

already well edvanced and , in prrticular, veaeels of t he 

fast cargo and passenger t;rpe. hven t wenty 11.tch veasela 

available In the next ab u.onthe will help <H 8 criLi cal 

period . A first atep in tni s ~trect!on 1o alr~auy 

be ing taken 1n tbc requ~SL ~de to t he United S t atts 

()overnnent t.o place at ow• ser vice ror operAt1onol use 

with t he Br1 t 1&h Navy two 1~-knot tan• era In prl va te 

An:erica_n owncreblp, but the tHapoaal of whi ch 1a 

contr olled by the l!erltltoe Commloalon. 

L! 

. . 
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SIIIIIIARY OJ' l!STiliAnD lllUIV"·:J!IIS - lil:ROIL;Jtr SHIPBUILDING, 

IN llhOB .(I!Al!TI!I! !'ROll l ot OCTOBER 19' 0 - l50th SEP'I'I!!IlBEI!, 1941. 

TY!'E Ol' VESSEL OCT - DEC. 1940 JAB - liAR. 194.1 APL. - JU!Ili: 19U JULY - SEPl'. 1941 TOT.~L 

Bo . G.T. I.. .W. Bo G.IJ' • D.l7 . no . G.T. ».w. No . G.T. I: .w. rio. b .T. D. w. 

CAliCO LINERS 10 55986 ll 87636 6 58680 z 23600 29 206760 

C >ROO TR<Illl'S ~7 166796 24 166066 80 202716 2;! 165020 104 669686 

TAJI!:ERS 6 , 8940 13 106460 8 66790 8 67660 86 289750 

COLLIERS 6 12900 9 25080 7 17260 1 2900 22 66920 

COASTKRS 12 7176 20 12096 8 13 90 8 2686 88 l!8246 

TOTAL 60 281 , 696 " ~at ,a l.& 66 15&7 ,6Y6 ~8 lll>l,666 228 1 ,ue ,240• 

11th Novambu , 1940 

-=· • 
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T M E SECRETARY OF THt TREASURY 

WASHINOTON 

December 23, 1940 

The President , 

The ·~ite House. 

L:y dear IJr . Pres ident : 

Supplementing my memorandum of Novemb~r 7 , in which 
I reco~ended tbe instltution of a syst em of ~eneral ex­
change control , I should like to make the following sug­
gestions . 

Discussions i n the Treasury h~ve made it clear that 
the content of ll systS!J or exchange control ~1111 depend 
upon the objectives of 1;he Government , especiall y in the 
foreign field but ulso in t he domestic field. I feel 
t hat those objectives coula best be served by your setti ng 
up en Exchange Control Policy ~o~rd , composed or the heeds 
of those department s end agencies which a re responsi ble 
fo1 activities Hffected by exchange control , say, t he 
Departments of State , Commerce, ana t he Treasury, and the 
Defense Commission . Their joint discussion of questions 
of policy 11ould provide you with better counsel when 1m­
portent lssues come before you i"or decision , end would 
also tend to insure interdepartmental cooperation. 

The policy jurisdiction or this Boar d might well go 
beyond i"oreibO exchange control . There ere related fields 
within which policies could profi tably be coordinated by 
such an agency. These would include shi pping control, 
super vision o:f r oreit;n government pm•chases, supervision 
or forei gn govel~ental payments , export control , end pos­
sibly, in t he future , for ei gn p roperty control . A Board 
with these broader functions !:light , i n t he event o;f acute 
emer ge.ncy, readily be converted into a Department of 
Economic \:arfare . 

Just es there would be adv...ntages in consol idating 
in a Policy J8ard of t his kind the responsibility for 
policies for forei~ exchengo control end other related 
functions , there would , I believe, be advantages also in 
concentrating in e s ingle department all l icens ing, en­
forcement , and other f ecilities omployed i n t he adminis­
tration of t hose policies . This 110uld result i n greater 
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convenience ~o manufacturers, exporters , representutivos 
OJ rorei, n t;overnr.1ents , anu otlldrs directly at1·eoted, and 
trom ~he Gov&rnment ' s stWidpoint would mebll unified super­
vision and bett er ooordint.tion and 1:ould give promiSe of 
quicker action and stronser enforcement . l!a j or aspects 
ot' ~oh<> pre sen • control pros rum are of uourse handled in 
t he Treasury, throU£)1 the l'orei(al Funds Control Divis ion, 
~he President • s Liaison CorlTiittee 1'or Fore1sn OOvttrn.ment 
Purohuses , ~he Custo~e Jervioe , t he Coast Guttrd, and so 
on. These facilities could rea<11ly lie supple!!16nted and 
expunded as might be nocee~a-y ~o pe~t the adoinistra­
tion in the Treasury of uny de s ired syste::> or de&ree or 
econo~c controls . 

This ~uggestion or course co~t~plates that the Treun­
u ry 1.ould fUnction purely as a .linisterial aee:~cy tor 
control a<Loinistrution . It .. oulu be t.1e executive a= 
or the ~·olicy Boord, to ,,Jl i oh it .1ould look for approval 
or its progrums , a nd to which i t •.:ould ref er all questions 
or policy before takinr action . 
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THE SECRETAA.V 0,. THE: TRE ASURY 

WAaH I NOTON 

December 27, 1940 ) 

ley dear Mr. President : 

I am inclosing herewith, for 

your information, a tabulated statement 

giving the latest figures on deliveries 

of airplanes. 

Your s sincerely, 

The President, 

The White House . 

Enclosure. 

- JHH8Tl¥ 86NFI8EfHI:H 
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DELIVERIES or AIRPU.NES, BY PURCHASERS AND BX TYF£8 Of' PU.NES 

.., &'RIIClLY COMEIDUiliAL. 

TOTAL ALL PURCHA SERS 
Jan. 1 - July 6 
July 7 - J uly 20 
JUly 21 - Aug. 3 
Aug. 4 - Aug. 17 
Aug. 1! - Aug. }l 
Sept. 1 - Sept. 14 
Sept. 15 - Sept. 2! 
Sept. 29 - Oot. 12 
Oot. 1} - Oot. 26 
Oot. 27 - Nov. 9 
Nov. 10 - Nov. 2} 
Nov. 24 - Deo. 7 
Deo. ll - Deo. 21 

SUbtotal J ul y 7 - Deo. 21 

Tot&l Jan. 1 - Deo. 21 

!!!!!! 
Jan. 1 - July 6 
JUly 7 - Jul y 20 
Jul y 21 - Aug. 3 
Aug. 4 - Aug. 17 
Aug. 18 - Aug. 31 
Sept. 1 - Sept. 111 
Sept. 15 - Be pt . 21! 
Sept, 29 - Oot. 12 
Oot. 1} - Oot. 26 
Oot. 27 - Nov. 9 
Nov. 10 - Nov, 23 
Nov . 24 - Deo. 7 
Deo. ! - Deo. 21 

SUbtotal July 7 - Deo. 21 

Total Jan. 1 - Doo. 21 

!!:m 
Jan. 1 - July 6 
July 7 - July 20 
July 21 - Aug. 3 
Auj!. 4 - Aug. 17 
Aug. 11! - Aug. 31 
!-P~· L- 5!Pt: 1~-

January 1 - Deoeober 21, 19~ 

Bombero 

5119 
6} 
56 

~ 
16 
21! 

25 
25 
311 
39 
61 
6} 

526 

1,115 

34 
!I 

11 
7 
5 
4 
6 
4 
6 
6 
4 
4 
1 

103 

Pursuit a 

6}0 

71 
99 
71 
85 
61 

104 

116 
50 

1}} 
93 

111! 
11} 

1, 114 

1, 744 

21 
4o 
29 
31! 
16 
52 
"4 i4 

6 
4 

10 
12 

276 

}26 

3 

' Tralnero 
1 

946 
96 

1}1 
139 
1}1 
172 
171 
206 
184 

1§~ 
179 
1}6 

1,1!00 

532 
60 
74 
!!2 
ll} 
7!! 
1!7 
56 
92 
67 

'l ~3 
851 

92 
ri'"" 
13 

1 

l~ 

otner 
m111tary 
p1anoo 

lOll 
6 
6 
4 

14 
6 
9 
s 
s 
g 

10 
2 

gg 

196 

b5 
2 
II 
1 
6 
l 

2 

16 

Ill 

39 
2 
2 

~ 
5 

Commer ol&l 
pl oneo 

420 
40 
54 
51 

~~ 
77 
64 
35 
211 
19 

*~ 575 

995 

Total 

2,1>93 
276 
346 
}20 
337 
300 
3!9 
1119 
305 
367 
253 
11()5 
386 

<> ,103 

6,796 

6111 
91 

129 
119 
135 

1~ 
124 
112 

4~ 
110 

56 
1,242 

1,92} 

176 
H 
1! 
6 

15 
31 



- l2 2 14 ~U~7 1 - Juiy 20 - - -J\117 21 - Aug. J ~ - 1~ 2 - 18 Aug. ~ - Aug. 17 - } - 6 Aug. 14 - Aug. }1 4 l 1l 
4 - 18 lie pt. 1 - llept. 14 6 5 - ~~ llept. 15 - llept. 28 8 - 26 9 -

8ept. 29 - Oct. 12 4 1} 2} I! - 52 Oct. l} - Oct . 26 I! 12 
2l 

I! - gb Oct. 27 - Nov. 9 14 11 

' -Nov. 10 - Nov, 23 7 6 }0 - 46 Nov. 24 - Dec. 7 10 il~ 10 - 71! Deo, 8 - Dec. 21 2 11 2 - 64 
~btotal Jul7 7 - Dec. 21 72 67 254 70 - 467 

Total Jan. l - Dec. 21 11~ 70 }50 109 - 64} 

BIIITISI! EliPIRE AND niA!IaE• 

Jan. 1 - Jul y 6 500 ~84 20~ 2 10 1,022 
Jul7 7 - July 20 il~ 44 17 2 - 11!1 July 21 - Aug . 3 57 42 - 2 1~3 Aug. 4 - Aug. 17 44 ag 27 - 2 111 
Aug . 14 - Aug. 31 25 15 - l 45 &ept. 1 - sept . H 5 39 i4 - - 41 8ept. 15 - 8ept. 21! ll 52 - 4 1!1 
Sept. 29 - Oct . 12 13 b9 36 - 6 12~ 
Oct. 1} - Oct. 26 1} 21 34 - 1 73 Oct . 27 - Nov. 9 13 10} 19 - 2 137 Nov. 10 - Nov. 2} 24 67 27 - ~ 126 Nov. 2~- Dec. 7 ~ 

go 21 - ~ 152 
Dec. g - Dec. 21 41 31 - - 166 
~btotal J uly 7 - Dec. 21 350 b95 32~ 2 26 1,397 

Total Jan . 1 - Dec. 21 450 1,079 527 II 36 2.~96 

~ 
Jan . 1 - J uly 6 13 193 119 2 410 727 
July 1 - July 20 - 6 7 - ~ 5~ July 21 - Aug. 3 - 2 2 - ~~ Aug. 4 - Aug. 17 2 ~ 29 - ~ Aug. 18 - Aug. 31 17 - ~0 - il~ 99 Sep t. 1 - Sept. 14 1 - ~ - 1!9 sept. 15 - Sept . 211 3 - - 73 120 
Sept. 29 - Oct . 12 - - 61 - 5f 119 Oct . 13 - Oot , 2b 1 3 45 - 1!3 Oct, 27 - Nov . 9 5 13 47 - 26 91 Nov . 10 - Nov. 23 - 17 b - 15 }IS Nov. 24 - Dec. 7 22 10 - ~~ 65 Dec . 4 - Doc. 21 6 9 l} - 100 ---
~btotal July 7 - Dec. 21 35 76 337 - 5~9 997 

Total Jan . 1 - Dec. 21 44 269 456 2 959 1 , 7}4 

or n ee of' the 5eore ury or <ne reaaury , 111v a1on or Heaearoh and lltatlatloa. ueo.,.oer o, ~:f'V . 

• Del 1Ter1es under French contracts wa1•a lll&da up to June 30, 1~0. 
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TH C SEC::RETAAV Or T I1C: T AE:A$ U AY' 

' 
'\ 

I r~cently ~~ked Mr. Phill~ Yo'~(. ~Y 
ro~r~•~nt•~lve on the I ntert~rteental 
Coaaltt~• (QT Coordination of fo~1gn 'Dd 
Do,.;t!•'-!C Mlllt&r:f' P'-JrcMeet . to ~'" • eo=e 
eXftL'l'lfll Of tl"..e beaefU.I dtrlved f r oa thplr 
Vt"'T\t . 

1 AJI f o r vN"di!l4; f o:- 10\lT lc.fonmtlon 
th~ ~n~loaed m~~or&nduc, ~tch lodleA t~e thnt 
we or e rec~ lvln~ definite tangibl~ bencf t t t 
f r oa Uu! wor iC. of t h l t ~aon1t \.f"tL 

.. r ..... 

{ 
\ 



ME!-!ORANDUM 
December 28, 1940 

TO: Tbe Secretary 

PROM: Mr. Young 

RE: Exaaples of Benetite Derived from Coordination by 
the Preeident's L1aieon Oocgittee 

I list below a rev example& where the aotivlties 
ot t he Liaison Commi ttee in coordinating the views or tbP 
War Department, Navy Department , State Department, Recon­
struction Fi nance Corporation, AdVisory Commi ssion to the 
Council of National Defense, and operatin~ divielone or 
the Treasury Department have been or specific benefit in 
assisti ng f oreign purchasers of arms, acmun1t1on, and 
materiel of war: 

I . Machine Toole for Brazil. 

The Brazilian Naval Purchasing Mi ssion requested 
cl earance on the placing of ordera t or a number of machi ne 
tools intended tor use in t he Brazilian Navy Yard at Rio de 
Janeiro to complete a plant being oonstruoted for the pro­
duction of atandard u. S, 5" &helle. These were all denied 
by the Advisory Commissi on t o the Couno1l of National 
Defens e With no indication of Army or Navy action. Instead 
of f oNiarding ~use denials, we suggested 'to the Arrry, Navy, 
and Detenee Commission that the denials be reconeidered, 
ainoe thie plant wae being eatabliahed in ooope.rat i on w1 tb 
the u. s. Naval )Usalon lolbJ.ch bad been working very oloeely 
wi th t he Brazilian s i n the developcent or their Navy Yard 
taoilitiee a t Rio de Janeiro, and its eetabliahment i e defi­
nitely in line With the State Department's attitude toward 
the South American countries. Ae a reeult of our action, 
Colonel Knox dieousaed the problem With Mr. Knudeen, and 
we reoe1 ved on December 28 approval from tb e At'IAY, Navy, 
and Defense Commiaei on on t he placing or these ord ere. 

II. Kediua Tanka f or the Britiah. 

The development of the Br1tiah program for mediua 
tanks illustrate• the work or the Committee in atandardi­
zation of produotio~ in developing financial arrangemente 
to take oare or raoil1ties needed by the Britieh,and the 
necessity f or continued coordinati on onoe a program 1e 
es tablished. 
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Meetings were arr anged earl y in Augu st for th e 
discus sion by the Army, Navy, Defense Commission, and 
manufacturers of t he pr oblem of producing medium tanks 
in the United States for this country and the British. 
Based on these conferences and resul t ing technical dis­
cus sions by the Army, t he British, and t he Defense Com­
mi ssion, a completely standard medium t ank is adopted 
by both governm eJI t e . 

To put this t ank in production for the British 
required extensive additi on t o facilities for final 
aseembl~ for engines, f o r transmi ssi ons , f or armor plate, 
etc. This r a i sed a definite question of the financial 
plan to be followed . An example of the technique de­
veloped i s t hat used in the case of t he Cont inental Motors 
Corporat ion, which is making the engi nes for t hese tanks, 
During the month of August our records show more than 25 
conferences and over 75 telephone conversations Wi t h 
reference t o t he financing of Continental. These efforts 
brought into the picture the Army, t he Defense Commi ssi on, 
and the Reconstruction Finance Corpor ation, and resul ted 
in an agreement that t he plant would be financed by the 
Defense Plant Corporation (Reconstruction Finance Corpora­
tion) with reimbursement to come from a rental charge added 
to the price of each engine . This wa s t he f irst RFC fi­
nancing worked out for t he British and i s f amiliarly known 
as the •continental plan•. It has been followed in other 
oases since, nnd will be used With modi!1oatione in several 
addit i onal contracts wh1 oh are no>~ pending. 

It bas been evident, however , !rom our experience 
1n the t ank program that coordination does not stop when 
t he program 1e set up, but muet be a continuing function . 
In the case of the order for tank engines placed with 
Cont i nental l~otors, a t otal or 5,500 engines was ordered, 
of which 2,000 were for t he U. S , Ar=Y and 3,500 for the 
British. Oapaoity was to be set up for the production of 
20 engines per day . These arrangements were compl eted 
early in Sept ember . 

In December 1t cace to our attention t hat the 
Adv1 eory Co111111i saion to the Council or N11.tional Defense 
and the Ordnance Department of t he U. B. Army had recom­
mended Wi thout consultation w1 t h the Br1 tish that the 
U, S. ArmY Air Corps place an order With Cont inental 
for 1,500 engines fro m this same f a cility on the a s sump­
tion that there would be surplus engines above U. S. and 
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Bri t i sh requJ. relllente . We discussed this with the Br itlah, 
and found that if their f i -urea were correct , ay,r oxime.tely 
l , 100 tanks would be pr oduced >Iithout eng ines i n 1941 if 
the Air Corps or d er were allowed to stand wi th no addition 
t o Cont inental's producti ve capacity . 

Accordi ngly , the Liai s on Conmi ttee arranged a 
conference between the Ai r Corps , the Or dnance Department, 
the Defense Comm1ea1on , and t he British, at t ar l·.hich the 
Def ense Commission mad e nn intensive analysis of the engine 
and tank produc tion sl tua t i on . They no1< agree t hA t Con t i­
nent al ' s capac! t y must be expanded to 30 per day , and the.t 
even with this expans i on it may be necessary t o rP.-allocnte 
or reduce t he Ai r Corps order i f we ere to avoid having 
tanks produced wi thout engines. They are al so eetabl 1ah1ng 
the U. s . and Briti sh tank pr ogr ams on a Join t basis , >hloh 
wil l be s upervised by a Joint Army- British- Defense Commi as1 on 
Commi ttee, under t he same plan which has been developed for 
the 91 rcraf t p!'Ogl's.m . 

Thus , throu~h t he eff or ts of the Li aison Ccrnrn i t t ee , 
full consid eration has been r•;iven to an order '<'hich mi~ht 
otherWise have r esul t ed i n cons i derabl e delay t o the Bri tish 
tMlt program . 

III . Machine Tools Available f r om Foreign Orders. 

Duri ng the summer we ini t i ated frequent discussi ons 
wi t h representatives of the Forei ;m Funds Sec t i on on items 
coming to their attention which migh t be of i nterest to the 
national defense pro~ram or vi t al t o our economi c defense . 
I t soon became apparent t hat t here was a substantial 
quan t ity of machine t ool s com~leted or under producti on 
t or forei gn account which could no long er be exported, 
since t he countries i n question were enga~ed in the war 
or were occ upied by the Axi s Powers. Arr angecen t s w~re 
illlllled.l.ately mad e t o bri ng these 1tem9 to the a t tention 
of the Advi sory Commission to the Council of Na tional 
Defense t hrough a form call ed •Foreign Funds Machine Tool 
Advice", and through the Advisory Commi so i on to the at­
tention of the Machine Tool Commi ttee of the Army a nd 
Navy Munitions Board . In sever al cases this pr ocedure 
has made it oossibl c f or an Amer i can manur actursr to 
secur e a badiy needed machine tool for use in t he detenee 
p rogra•1, when otherwise it mi ght have r emained .l.n stor age 
or been sol d to a domestic manufacturer not engaged in 
defense produc tion. 
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MY dear Mr. President: 

I thought you would be interested 

in the inclosed article in the New Repub­

lic entitled "The Halifax Blunder" . 

The President , 

The White House. 

Enclosure . 

Yours sincerely, 
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Jhe Halifax Blunder '-..... 

TMa &IWODT OONM• MT thlt <Oilld bt made OR the 
appomt~l of t.ord t.t.Jifu u Britain'• Ambu­

udor r.o tM UNled Su.tn woWd be tO II)' thAt h I• • 
hidcou. mistake. h m.ty be m\ldl wonc. h m.y bt • 
.. iJW, a w\r..k:1 to wui.ll aaitattd oJd lad~tt ol W Ul 
Sl:ruc a.nd thor ~ conlet10n ..oc co take. 
f'..mca 8c'titl toO tc:tiol.1ely. Old aoc eM Mil!liat~ o( 
Labor a kw wecb ,.o. ~1 cScc1.u-. tbc t.bor 
&nd the CIOCIUDOt& pcaplc pnlly •• IN J'lftll • 
p.lz:c .. the BntU cbp&o..tic ""'""* ..... .u ... otMt 
~ofau u -•A•Ioole-,..ofA.a­
ica:a appc:acmalt • built- tM r.r lUI ......... 
OQ .... _.,.......;, ~~ M•. x...ody'o '----Jurl, __ 
w lsoooHood. .......... 

1'k · of Lord. HaJJu waU ~ the 
Amcrian;; ucat arde. Whl.t ~ U.C.. wdl 
~ the ~of Amcnant wbt In'* do tbl work 
aM per the cue. on wlltdl our poticy of help to f'AI1· 
b.nd -.. n, will do .. "'"""" ....... -ncy; it is SA a&'roru. for the YOic. ol thaa d~ to 
be ooe of tl!c chief •r~ tbc lather of t.hc RuM-
11Wl miNion to Ctetbo-Siovab., the oppo11tt1t o! •rona 
Enslilh-Frt":Jc:h aJJi1ncc i.n the )'ran bd'o~ the .,.; 
the au:tbor or • anua inlroduttii)R to l..ord l..Jotd .. 
witted book, '"Tbe Bticdh Curt" whlt.h, two mondu 
.Iter eM wv tqan, impudently prai.cd 8eftlto M~ 
lini"t <OIICtfK of ~t. 

We ue not )'d prepuul co bel1cn tbt tiK H.a.ltb.C 
appointment npramb • c:ryolLudon of Btirilh p;.l· 
icy in the: Wf'OIII dirccaoca. It ay be .Uy IIIOt.htr •p 
dw &iOsh policy u ltlll 10 a ltJt4: .t cru.boft, from 
'"' """"' loonon oltlc ... ,.,. ,_., .. _...,. 
6t .. - ..,. """"' of- - ,., • "" """ ,.. ....nd. II«-of- crwud ........ Oopc... 
~.-.u,.c...u...,,.. . , ...... -
..W,pu .. olloo......, ~ ... ._-ord 
co .,.,.J.c llle pca.a.,,. tJ.c., w., Setntuy. 
a p&11J' hact Jc0, M kM nomiaalJy, tk tfon -
Ybkh lhcioopco of ......U.S me. S.... of lAo< d.U.. 
and ~c. whd marked the tlb!J&oe--nttt'" 41)'1 
ol Coolerntive Me. ~ c.o ba'·~ mtilrMIIL 

We. ue for England, but IJ'C ¢011'1pdlcd to be reo 
~r candid bccaUIC- the world" AOt playlna11 
a g&me-J j t i1 itweati.nJ itt futu.rc. We hop. OW' CMdCoJt 
will bo 01f -..i.u.nce to tboM in £t.l&land w·ho IJ'C Wa 
lightifta (or tho right land of l\ICutt. We.,.. impnM<I, 
o;~ • cettaiA mcnt, by tho i~io~» IIJW"Clll dut the 
"'i.McrCCIU..ndl" of ~lllu now been k'ln•ed• 
1-W.Jiu to Waab.it~Jtcm, Hoare to ~l..wlrid, J..ont Stmon 
to lh judiciuy appantut. Edc"-ot1CC re-placed by I i.U.. 
fu u Forrig.:a s.eou..rr, t10w nplata lum1 lftd , .. 
CDWI.t Cnnbornc doc. a Jl'OC"i$ co CU"1'7 W. Wrtd of 

H.dcriWw. ... -of t...w. h ;.-;!; '"-I 
.... Sir C<nld Cuopbdl, ... ollie - -
ec-1 GmcnJ ia New Yort c.,, wdlao • w• 
iapo •• ~1.-.ca-.0 llil&fu, ... ..,... pod.. ... 
- otill bold dJot A-no. - .. be _..,. 
~ tllM a pedes • •ludl co con old ...-n1 
IIIUI)' ~ .-.:.! to._,. .-hat t..t of ...,. dsit 
iii the. &nnrer DOW I1"Cft tllcnl M a poor .... J-tali 
{u will be ~ 1t ;. • li:,P cktnocntic d\lty to 
pJo<. - ........ - of pno•iof 1\unocJI. 
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THt S£CR£TARY OF' TH£ TREASURY 

WAIWINOTON 

Dece.•o r 3 1, 1940 

!.:, (IP.t>t' : .r. Pre s1rlt>nt: 

I •two been tl\1nk1n • over .,,mt yon qllid nuout 
the necraa1t~· o!' JOu:r sendln '\ ini~ter ns well no 
an Ambassador :o London . 

t ~ou;.: vc.r; ':IUCh 1 t' we can find n.nyone w~ o 
wo•1ld be re:lllJ helofJl on nun1 tiona. ':'h.,rei'ore, I 
ao ·olrl.• :o tnke the Ub,.rty of aw ·ect1r.- ~~"'t you 
eo-•1-it'r aen·1nr ::r. Jo'1n )Ultv ag j;lni s ter to Londqn,. 

::r. Wiley 1s now u1 r.h th~ Tre,c·try on loan fro::~ 
t:le St'lte Dennrtonent . I bel i O'I" t'1."t yo·~ kno~ him 
evf.'n Lene•• thAn I do an<l , thrrE>forP , thPre 1<~ not~.tn~~; 

I need tf>ll you nbout his nllny ·ood qualities. How-
ever , I 1•ould like to Add t hie : th•t 1!' you declde to 
send llr . 'Ul ey as l!ir1'11.e r •c Lon•~on, there nre m:l.n:; 
t .ln• a th• t he co•1ld ~o therl' ror the ':'rPRqur;. in ndd1-
t1on to :Ur r" ulnr 1••t1e:J . 

'!'h" Prell1dcnt , 

The l'l':11te House . 

Yonre dne,.rel;~, 

dlht~! 
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