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for the second year of war amounts to 43 million tons:-

Minietry of Food 19 million
Ministry of Supply 23 million
liscellaneous 1l million

LT million tone per

Annum
or 3,500 thousand tons per month

9, Losses of tonnage (other than tankers) from ell
causes in recent months represents an annual depletion
of tonnage available by Li million tone gross or 6.
million tons dead weight. The recorded figures for

vecsels of 1,600 gross tons and over give the annual rates

15 T'ollows:=
illion killion
Gross tons Leadweight tons
British 3al Le2
ghaau& on #1 weeke i
1lo/6 to 3/11
Foreign 1.4 2.1

10/6 to 27/10

:baaed on 20 weeks g
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The position in pritish shipysrds.

The maximum output to which EBEritish shipy rus
can attain in wartime is not likely to exceed 1,250,000
gross tons per annum. FPre-war planning did not nesums 8ny
higher figure because it was realised thrt nxval
requirements woull have to tagke r'irst plece.

(In the firet year of war the actusl emount of
new tonnage producel was 700,000 gruss tons.)

The cutput af new werchant ships 1 rusther
afected by the heavy burden of fitting snd sfepalr wora
on existing ships arieing from war-riesk demage, collision
in convoy, defensive arming, degaussing and protection
againet ailr ettack. 5o serlous have been the demands on
labour for these purposes that the Ministry of Shipping
is eneouraging owners to cerry out repairs abroad to toe
maximun extent poseible by weans of grante towards LLe
extra cost.

Merine engineering lebour i-as been particularly
affected by demands made for war production in other
branches of the engineering industry, end engines for
merchant shipe teve had to take second priority to those
for naval vessels, with the result that engine
produstion hes lagged behind the completlion ot hulls.

Notwithetanding the ..eavy depanis for arnilled
labour in other dirsetions, shipyord labour Los & oWn 8
substantial growth since sepiecber, 1339, but, for the
reasons given, little of this increaose aes Leen available
for new merchant ship construction..

Finally, suortage of steel suppl.es has
retarded output: t is arises from the loss of ore
supplies from Sweden, of heavy forgings for erank-snalts,

ete, from Norwey and Belgiwi, ond of steel from

e 2 Luxenburg’
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Luxemburg and France. OJeficiencice have to be made good
bty imports from more distant sources, including steel
platee from U.0.A.

Type of vessels being conatructed.

In order to achieve the maximum of earrying
power, the Ministry of Shipping has arranged that the
\erchant Shipbuilding Department of the Admiraity are
concentrating on the construction of simple types of cargo
ghipe with speeds not exceeding 12 knots, and on tankers.
gave for a small nuwiber of cargo liners ordered on
Governuent contracts at the outbreak of war and for those
1iners building on private account (mostly ordered pefaore
tte nutbreak of war), there has been a rigorous
exclusion of everything save tonnage for carge<s in bulk.

A tabular statement ie annexed snowing the
different types expected to be completed between ist
Oetober, 1940 and 30th September, 13Ll.

gonstruction outside the United Kingdom,

Apart from Hong Kong, where the yards are
veing employed to the maximur in producing merchant
tannage for the Linistry of Snipping (35,0CL gross tons
ver annwi), the only countries outside the United Kingdom
capsble of building ocean-going ﬂ;ruelu are Canada and
the United States.

In view of the obvious serioueness of the
position through losses in recent monthe, the Pirst Lord
af the Admiralty and the Minister of Shipping have been
autnorised by tne Government to arrange for the placing
of orders for 60 cargo tramps in the United States, snd
it is understood that the work is being entrusted to the
Todd Shipyard Corporation. These veseels will be
delivered between the Autunn of 1941 and the end of 1242,
end will mean an addition to the British kercantile

Pabt i F L
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Marine of LOO,0CC gross tone; of tals jﬂn.uﬂé.;;:::hzzﬁi“n
will be produced in the third year or war, bringing the
total output for the year frow sll sources to sbout ly
million groes tons of ocean going vessels excluding
tankers, which is only a guarter of the present annual
rate of lose of tonnage in Allied service,

Essential needs over and above the foregoing
'O g anme

It is the opinion of the Minieter of Shipping
that the aim of tonnsge output outeide the United Kingdom
in the tiird year of war, or as soon os possible, should
be 3,000,000 gross tone, of which & small proportion
may be built in Canada; that is to seay, instead of
L4o0,000 gross tons the United States production for
nreat Britain should be 3,000,000 gross tons at least.
Thie should be divided ns follows:-

Cargo tramps 2,025,000 gross tonnage (3CO

instead of
60 ships)

Cargo amnl passenger
liners (of 15-1&
knote epeed) 975,000 gross tonnage (95 ships)

(It may be necessary to gutetitute sowe tankers for

gargo tramps, bat this is & matter ror adjustment
pbetween the United Kingdom snd United States production).

Cargo and Fapsenger Liners.,

The passenger and cargo liner positicn in
the United Ringdom is rapidly becoming acute owing to
the diversion of this type of ship to navel and military
purposes, end to the subetantiel nwiber of such vessels
which have been lost while on naval service as arced
merchant eruisers: these must be replaced by drawing on
existing liners engaged in mainteining the .uch reatricted,
though vitally essentisl, ezrvices throughout the Empire.
The construction of this type of veseel in place of cargo
vessels would substantially diminisi output in the United
Kingdom, viz: 20 euch shipe would result in & diminished

vla Bl A ‘ tonnage/
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tonnage output of 80,000 gross tons per annun.
maintenance of Eritish Forces in the Near sast entails
voysges by the Cape which taxe four tines the tine
occupied by direct voynges through the hediterranean, and
the provision of additional fast tonnege of these types
for carrying troops and militery stores is essential in
order that vigorous prosecution of the wer in the

Esstern Mediterranean may npt be Jjeopardized.

It is therefore a metter of the iret
importance that the United States Novernunent s.ould
anticipate output by sesisting the British Fovernment
to take over tonnasge of wiich the conatructicn is
already well edvanced and, in perticulsr, vessels of the
fast cargo and paseenger Lype. Even twenty euch veasels
availeble in the next six months will help at a eritical
period. A first step in tnie direction 1ls alrcady
being taken in the request nsde to the United States
government to place at our service for operational use
with the British Navy two lf-knot tankers in private
american ownership, but the disposal of which 1s

eontrolled by the Maritime Commission.

E_'-"*J"_"_'”r"‘-"f"'“h'-h-_.
- il Ll L v

UiNl UL



ra

e & RN - - Y Foefy- =Py T

TABLE
JUMMARY OF ESTIMATED DELIV-RIES - MERCHANT SHIPBUILDING,
I BACHE UARTER FROM lst OCTOBER 1940 - 30th S3EPTEMBER, 1941.

TY'E OF VESSEL OCT - DEC. 1940 JAN - MAR. 1941 APL. - JUHE 1941 JULY = SEPT. 134l TOTAL
Ho.| G.T. LaWa Hod G.T. Dalia Hoa| FaT. D.Wa |[How| GuTew Lalfa Hoa (54T D,¥.

CARGO LINER3 10 66986 11 avess B 28630 2 22600 29 206760

C*RGO TRAMPS 27 | 1667906 24 | 166066 20 |202716 28 1166020 104 669686

TANKERS & 48940 13 | 106450 a 66790 ] eTEE0 -] £89730

COLLIERS B 12800 9 22080 7 17260 1 E£B00 i BE3:0

COA3TERS 1g 7176 20 12096 3 1590 - 2686 a8 23246
TOTAL &0 £81,696 77 584,516 B3 | B27,678 |28 |26l ,666 EEB 1,246, 240"

any .

. Exoluding sundry cmall veacels

11th November, 1940
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THE SECRETARY OF THE TREASURY d : '
WABHINGTOMN : \ |

December 23, 1940 ¥ ¥

The President,
The "hite Housa.

My dear Mr. President:

Supplementing my memorandum of November 7, in which
I recommended the institution of & system of general ex-
change control, I should like to make the following sug-

gestions.

Discussions in the Treasury have made it clear that
the content of a system of exchange control will depend
upon the objectives of the Government, especially in the
foreign field but al=o in the domestic field. I fesl
that those objectives could best be served by your setting
up an Exchange Control Policy bBoard, composed of the heads
ol those departments and agencies which are responsible
for activities affected by exchange control, say, the
Departments of State, Commerce, and the Treasury, and the
Defense Commission. Their joint discussion of guestions
of policy would provide you with better counsel when im-
portant lssues come before you for decision, and would
also tend to insure interdepartmental cocoperation.

The policy jurisdiction of this Board might well go
beyond Toreign exchange control. There are related fields
within which polieies could profitably be coordineted by
such an agency. These would include shipping control,
supervision of foreign government purchases, supervision
of forelgn governmental payments, export control, and pos-
sibly, in the future, forelgn property control. A Board
with these broader functions might, in the event of acute
emergency, readily be converted into & Department of
Economic Varfare.

Just as there would be advuntages in consolidating
in a Policy Doard of this kind the responsibility for
policies for foreign exchange control and other related
functions, there would, I believe, be advantages alsoc in
concentrating in & single department all licensing, en-
forcement, and other facilities employed in the adminis-
tration of those policies. This would result in greater
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convenience to manufacturers, exporters, representatives
of forelgn governments, and others directly aflfected, and
from the Government's standpoint would mean unified super-
vision and Detter coordination and would give promise of
quicker action and stronger enforcement. Major aspects
of Lhe present control progrem are of course handled in
the Treasury, through the Foreign Munds Control Division,
the President's Liasison Committee for Foreign Government
Purchases, the Customs Service, the Coast Guard, and so
on. These facilities could readily be supplemented and
expanded as might be necessary to permit the administra-
tion in the Treasury of any desired system or degree of
economic controls.

This suggestion of course contemplates that the Treas-
ury would function purely as a ministeriasl agency for
control administration. It would be the exscutive amm
of the Policy Board, to which it would look for approval
of its programs, and to which it would refer all guestions
of policy before taking action.

Faithfully yours,
H/{}ﬁééﬁb?ﬁ? aA/ﬁ/gz



THE SECRETARY OF THE TREASURY

WASHINGTOMN

December 27, 1940

My dear Mr. President:

I em inclosing herewith, for
your informetion, a tabulated statement
giving the latest fipgures on deliveries

of sirplenes.

Yours sincerely,

S5,

The President,
The White House.

Enelosure.

AR —CONT BN



DELIVERIES OF AIRFLANES, BY PURCHASERS AND BY TYPES OF PLANES

~STRICTLY CONFIDENTIAL.

January 1 - December 21, 1940

Uther

Commeroial
Bombers Fursuite Tralners m;%::::r planes Total
TOTAL ALL PURCHASERS
Jan, 1 - July & 55_9 630 gl = SION 420 | 2,693
July 7 - July 20 63 n 96 6 bo Eﬁﬁ_
July 21 - Aug. 3 56 59 i1 [ 5L 346
Aug, 4 - Aug, 17 .;.-E 71l 139 4 E1 320
Aug, 18 - Aug, 31 a5 131 14 3 337
Bept., 1 - Bept, 14 16 Bl 172 | B 5 300
Bept. 15 - Sept. 28 28 104 171 9 T 389
Bept. 29 - Oot, 12 25 116 206 8 64 g
Oot, 13 - Oot., 26 28 50 184 8 35 305
Oot. 27 - Nov, 9 ia 133 159 9 28 367
Mov., 10 - Nov, 23 39 93 96 | b 19 253
Nov., 24 - Dec. T 61 118 179 | 10 37 u.og
Dec, & — Deec, 21 63 113 136 2 I - 386
SBubtotal July 7 - Deo, 21 526 1,114 1,800 | gg 575 ,103
Total Jan, 1 - Deo, 21 1,115 1, Tl 2,746 196 955 , 796
ARMY
Jan, 1 - July 6 34 50 532 65 - 681
July 7 - July 20 ] 21 60 2 - g1
July 21 = Aug. 3 11 ko T4 L - 129
Aug, b - Aug. 17 7 29 a2 1 - 119
Aug, 18 - Aug. 31 8 38 83 6 - 135
Bept. 1 - Bept. 14 L 16 a 1 - E‘;
Bept, 15 - Bept, 28 6 52 7 - - 1
Bept. 29 - Oot, 12 L 3k 86 - - 124
Oot, 13 - Oot, 26 6 14 g2 - - 112
Oot, 27 - Nov, 9 B [ 67 - - 9
Nov, 10 - Now, 23 y b 33 2 - 3
Nov. 24 - Deo. 7 4 10 & - - 110
Dec., & - Deo. 21 1 12 3 - - 56
Bubtotal July 7 - Dee, 21 69 ___ 276 B8l 16 - 1,242
Total Jan. 1 - Dee, 21 103 326 S B = 1,923
HAVY
Jan. 1 - July 6 42 3 92 39 - 176
July 7 - July 20 - - 12 2 - 1
July 21 = Aug, ; g - 12 2 - 1=
i P TR i 3 ; ' 18
l:gt. 1_- Bept. 1l| 6 é 1@ I 5 s i



u\u.r£ - - 12 2 -
July 21 - Ju.lg. g - 1{ 2 -
.l.\l!. u - j-!.'lg 1 - } -
.‘I.I.E‘. 18 - ‘u. 31 L Z E a8 -
Bept., 1 - Bept. 14 (] 1 -
Bept, 15 - Bept, 28 B - 26 3 =
Bept. 29 - Oet, 12 a8 1 23 a8 -
Oot. 13 - Oot. 26 -] 1 2 8 -
Oot, 27 - Nov, 9 1k 11 2 z -
Nov, 10 - Nov, 23 7 Z 30 -
Hﬂ'l Eu s Dﬂﬂ- T lu 2 1D -
Deo, 8 - Deo, 21 2 11 9 2 -
Bubtotal July 7 - Dec, 21 72 67 258 70 —~
Total Jan, 1 - Dec, 21 114 70 350 109 -
BRAITISH EMPIRE AND FRANCE*
Jan., 1 = July 6 500 384 203 Y 2 10
July 7 - July 20 5 i 17 2 -
July 21 - Aug. 3 2 57 k2 £ 2
Aug. 4 - ng. 1t Ly Zﬁ 27 - 2
Aug, 18 - 3 25 15 - 1
Bept, 1 - Hapt 14 5 39 3 - -
Sept. 15 - Sept, 28 11 52 1 = 4
Sept. 29 - Oct, 12 13 69 36 - 6
Oot. 13 - ODot. 26 13 21 38 - 1
Oet. 27 - Nov. 9 13 103 19 - 2
Nov. 10 - MNov, 23 28 67 27 = L
Hov, 24 - Deo. T L &0 2l - L
Dea, B - Dec. 21 5 a1 31 - -
Bubtotal July 7 - Dee, 21 350 695 324 2 26
Total Jan. 1 - Deo, 21 250 1,079 527 L 36
OTHER
Jan, 1 = July 6 13 193 119 2 410
July 7 - July 20 = [ 7 = ip
July 21 - Aug, 3 - 2 2 - 2
Aug. 4% - Aug. 17 2 4 29 - 9
Aug, 18 - Aug, 31 17 - 0 = 2
Bﬂpti 1l = Ee]:t-. 1“‘ 1 - ug - 5
Sept. 15 - Sept. 28 3 - % 73
gept, 29 - Ocot, 12 - - 61 - 58
Gu%. 13 - Cet. 26 1 3 ] - 3L
Oot, 27 - Nov, 9 5 13 L7 - 26
Nov. 10 - Nov, 23 - 17 6 - 15
Hov. 24 - Dec. 7 - 22 10 - 33
Dec, & - Deec, 21 6 9 13 - ;i
Subtotal July 7 - Deo. 21 _» 16 337 - 549
Total Jan. 1 - Dec, 21 g 269 456 2 959
Office of the Jecretary of the Treasury, Divislion of Researoh and BStatistlics. December o6, 100,

® Deliveries under French contracts were made up te June 30, 1940,
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THE SECRETARY OF THE TREASURY \
WABHINGTOMN ) > \

My dssr Mr, Presidant:

I recently asked Mr, Philin Young, my
repragantative on the Interdepartmental
Committes for Cosrdination of Fareign snd
Domestic Military Purchages, to give me some
exnzples of the benefits derived from their
work.

I am forwarding for your information
the enclosed memorendum, which indicates that
we ara recelving definite tangibls benefita
from the work of this Committes,

Sincerely yours,

s

The President

The White House



MEMORANDUM
December 28, 1940

TO: The Secretary
FROM: Mr. Young

RE: Examples of Benefits Derived from Coordination by
the President's Liaison Committee

I list below a few examplee where the activities
of the Lialson Committee in coordinating the views of the
War Department, Navy Department, State Department, Recon-
struction Finance Corporation, Advisory Commiselon to the
Couneil of National Defense, and cperating divislone of
the Treasury Department have been of specifie benefit in
assisting foreign purchasers of arme, ammunition, and
materiel of war:

I. Machine Tools for Brazil.

The Brazilian Naval Purchasing Mirsion recuested
clearance on the placing of orders for a number of machine
toole intended for use in the Brazilian Navy Yard at Rio de
Janeiro to complete a plant being constructed for the pro-
duotion of standard U. 5. 5" shells. These were all denled
by the Advisory Commission to the Council of National
Defense with no indication of Army or Navy action. Inetead
of forwarding these deniale, we suggested to the Army, Navy,
and Defense Commission that the denials be reconeldered,
since thie plant was belng established in cooperation with
the U. 8. Naval Mission which had been working very closely
with the Brazilianse in the development of their Navy Yard
fapcilities at Rio de Janeiro, and its establishment 1s defl-
nitely in line with the State Department's attitude toward
the South American countries. As a result of our actlon,
Colonel Knox discussed the problem with Mr. Knudsen, and
we recelved on December 28 approval from the Army, Navy,
and Defenee Commission on the placing of theee orders.

II. Medium Tanks for the British.

The development of the British program for medium
tanke 1llustrates the work of the Committee in standardl-
zation of produoction, in developing financlal arrangemente
to take care of facllities needed by the British, and the
necessity for continued coordination once a program 1s

established.



Meetings were arranged early in August for the
discusseion by the Army, Navy, Defense Commiesion, and
manufacturere of the problem of producing medium tanks
in the United States for this country and the British.
Pased on these conferences and resulting technical dis-
cuseions by the Army, the British, and the Defense Com-
miesion, a completely standard medium tank is adopted
by both governments.

Te put this tank in produoction for the British
required extensive eddition to facilities for final
asgembly, for engines, for transmissions, for armor plate,
ete. This raised a definite question nf the finanecial
plan to be followed. An example of the techniaue de-
veloped is that used in the case of the Continental Mptors
Corporation, which is making the engines for theee tanks.
During the month of Auguet our records show more than 25
conferences and over 75 telephone conversations with
reference to the finencing of Continental. These efforts
brought into the pleture the Army, the Defense Commisslon,
and the Heconstruction Finance Corporstion, and resulted
in an agreement that the plant would be financed by the
Defense Plant Corporstion (Reconstruction Finance Corpora-
tion) with reimbursement to come from a rental charge added
to the price of each engine. Thie was the first RFC fi-
nancing worked out for the Britlsh and 1s familiarly known
as the "Continental plan", It has been followed in other
cases since, and will be used with modificatione in several
additional contracts which are now pending.

It has been evident, however, from our experience
in the tank program that coordination does not stop when
the program is set up, but must be a continuing function.
In the case of the order for tank engines placed with
Continental Motors, a total of 5,500 enginee was ordered,
of which 2,000 were for the U. 5. Army and 3,500 for the
British. Capacity wae to be set up for the production of
20 engines per day. These arrangements were completed
early in September.

In December it came to our attention that the
Advisory Commission to the Council of National Defense
and the Ordnance Department of the U. 8. Apmy had recom-
mended without consultation with the British that the
U. 8. Apmy Alr Corps place an order with Continental
for 1,500 engines from this same facllity on the assump-
tion that there would be surplus engines above U, 8. and
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British requirewents. We discussed thlis with the British,
and found that 1f their firures wvere correct, aporoximrntely
1,100 tanke would be produced without engines in 1941 if
the Alr Corps order were allowed to stand with no addlition
to Continental's productive canaclty.

Accordingly, the Liaison Cormittee arranged a
conference between the Alr Corps, the Ordnance Department,
the Defense Commisslon, and the Eritlish, after which the
Defense Commission made an intensive analysis of the englne
and tenk production situation, They now agree that Conti-
nental's capaclty muet be expanded to 30 per day, and that
even with this expansion it may be necessary to re-allocate
or reduce the Air Corps order if we are to avoid having
tanks produced without engines. They are also establishing
the U, 8. and British tank programs on & Joint basle, which
will be supervised by a Joint Army-British-Defense Commisslon
Committee, under the same plan which has been developed for
the al reraft program.

Thus, throuch the efforts of the Llalson Cemmittee,
full consilderation has been piven to an order vhich might
otherwise have resulted in considerable delay to the Eritiesh
tank program.

III. Machine Tools Avallable from Forel:n Orders.

During the summer we initliated frecuent discussions
with representativea of the Forelgn Funds Sectlon on items
coming to their attention which might be of interest to the
national defense progzram or vital to our economlc defense.
It soon became spparent that there was a substantial
quantity of machine tooles comopleted or under productlion
for forelgn acecount which could no longer be exported,
gince the countries in question were engazed in the war
or were occupled by the Axis Powers. Arrangemenie were
immediately madie to bring these items to the attention
of the Advisory Commisslon to the Council of National
Defense through a form called "Foreign Funde Machine Tool
Advice", and through the Advisory Commisslon to the at-
tention of the Machine Tool Committee of the Army and
Navy Munitions Board. In several cases this procedure
has made it possible for an American manufacturer to
secure a badly needed machine tool for use 1n the defense
program, when otherwise it might have remalned in storage
or been 8o0ld to a domestic manufacturer not engaged in

defense production.
‘f@{.
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THE SECRETARY OF THE TREASURY
% WASHINGTON
)I' "
> ' December 30, 13940

My dear Mr. President:
I thought you would be interested
in the inclosed article in the New Repub-

lic entitled "The Halifax Blunder".

Yours sincerely,

I ,

The President,
The White House.

Enclosure.



™HE RE? AEPUBLIC

Decmaber 10, 1940,

7he Halifax Blunder — “~_

the author of & smug introduction to Lord Lloyd's
witked book, “The British Case,™ which, two manths
lini's concept of government.

We are not yet prepared to believe that the Halifax
appointment represents s crystallization of British pol-
icy in the wrpng direction. It may be only another sgn
that British policy ia still in 2 state of transition, from
the crusted harrors of the last few years, to something
fit to express the hopes of decent men for a fair and
free world, But one of those crusted horrors, Captain
nately given his all to every marplot who has managed
to wangle the H in the new War Secretary;
2 party hack nt least mominally, the effort on
which the hopes of mankind rest, Some of that dullnes

We are for England, but are compelled to be re-
candid becsuse the world is not playing at

& game; it is inventing its furure. We hope our candor
will be of assistance to those in England who are alsa
fighting for the right kind of future. Wie are impremsd,
to & certain extent, by the ingenious argument that the
eouncil” of appeasement has now been saattered;

to Washington, Hoare to Madrid, Lard Simen

to the judiciary apparatus. Eden, once replaced by Hali-
fax as Foreign Secretary, now replaces himy and Vis-
ceusnt Cranborne dons & peerage to carry his hatred of

Hitlerism into the Hause of Lords. Tt is aleo hinted
that Sir Gerald Camgpbell, the sble former Brituh
Consul General in New York City, will go to Wash-
ington aa & Minister with Halifax, and this is good. But
we still hold that America deserves to be something
more than s pocket in which to store old sppeasers;
Americans want to know what kind of war this
is; the anwwer pow given them i a poor one. Hali-
fax will be watched. 1t is & high democratic duty to
place upan him the burden of proving himself.

i



THE SECRETARY OF THE TREASURY
WASHINGTON — 2

December 31, 1340

Ly desr lir. President:

I have been thinking over what you sald about
the necessity of your sending a illnister as well as
an Ambasgsador to London.

I dgubt very much if we can find anyone who
would be really helpful eon muniticna. Therefore, I
am going to take the liberty of suggestins that you

consider sending Mr. John Wiley as Hinister to London.

Mr. Wiley is now with the Treasury on lcan from
the State Devartment. I belleve that you know him
even bLetter than I do and, therefore, there is nothing
I need tell you about his many cood qualitles. How-
ever, I would 1like to add this: thet 1f you declde to
gend Mr, Wiley as Minister to London, there are many
things that he could do there for the Treasury in addl-
tion to hies repular dutles,

Yours sincerely,

The President,

The White House.



EMPLOYMENT IN AVIATION MANUFACTURING INDUSTRY
Factory Wage Earners
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