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October 15, 1910 
9:30 a. m. 

GROUP UEETING 

Present : Mr. Bell 
1!r. Sullivan 
'Mr. Gaston 
Mr. White 
J.lr. Cochran 
J.lr . Haas 
J.lr . Foley 
}.(r . Graves 
J.lr . Young 
Ur. Pehle 
J.lr . Schwarz 
l!r. Thompson 
l!rs.Klotz 

HM Jr : Good morning everybody. 

At 11:00 I have the Cuban delegation, and I woul d 
like Mr. Belli Mr. Gaston and Mr . Vlliite to be here at that 
time; and at 1:15 Mr. Pinsent and Ur. Purvis, and at that 
meeting I want Beli, White , Cochran and Young. And before 
you come in - I will give this to Bell (handing paper to 
Ur . Bell) could you people read that, and don't leave it 
laying around. I t is pretty confidential. 

Bell: This is for the 11:15? 

IIU Jr : 11:15. --
And then this thin~ here is very urgent. It is dat ed 

October 11th. I only got 1t yesterday, Merle , and there ' s no 
mark on this thing at all. I consider this Chilean thing 
urgent . Who has considered this? 

White: I got socething yesterday. 

HM Jr : 100,000 tons of coal - that 's very urgent. 

1 
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White : It came in yeet erdar f r oa the State Depar t.ent. 
I wanted t o t&lk to you about it before Jonu came in. Won' t 
you want ue to come in a little ahead of tillle' 

HK Jr: Oh, yea. And I want you(Gaaton) in on that, 
too. I don't know if you know 101 of them or not. 

Gaston: Well, yes. I know Eduardo Uontouleu. 

HU Jr: What luck did Waescbe have on that? 

Gaston : I don' t know whether he got bold of Dasher 
or not. Be was in a meeting. 

IDl Jr : Well, will you put it into a mem.orandum' 

Gast on: Yes. 

HU Jr: Will you? 

Gaston: Yea . 

ll)( Jr : ieything else? 

Gaston: The scrap iron and steel continues to go 
out quite heavily to get under the deadline . 

IDl Jr : Well, now how are they handling that? If 
it's on a bOat •• • 

Gaston: It goes out if it la in a boat - if it ia 
aboard the ship befor e midnight on the 16th. 

IDl Jr: (aside to Urs. K1ot1) Send mJ three children 
copies of the New York Times article of yesterday on mJ state­
ment. 

Kra . Klotz : To your father , too? 

HK Jr: No, he saw it. 
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Gaston: I haven't an,thing alee 
Hoover special intelligence meeting, the 
monthe,ie at 10 o'clock. 

except that thh 
first one in three 

HW Jr: Philip, that memo that you said you were 
making a study of economic controls - you know - I wish 
you would consult with White on that and let him in on it. 
I am delighted to see you take the initiative but get the 
benefit of White's advice, will you? 

Iou.ng: Yes. 

IDl Jr: But I am delighted to see you take the ini­
tiative . 

Young: Yea. 

ID( Jr: 1nd when you get ready make it a joint memo. 

lnything else, Herbert? 

Gaston: Nothing. 

Foley: Here is a telegram from Fleet. 

ID( Jr: That's the one I sent? 

Foley: No. 

3 

ID( Jr: Is that very confidential or could I see a cop7 
of itf 

Foley: No, not very. 

ID( Jr: I mean the one I sent. 

Sullivan: I think I would let him see it. 

Foley: M111 Chauncey has it. 

(it this point )(r. llcla1 entered the rocm and 
gave Kr. Gaston a note.) 

Gaston: The Special Intelligence lleetl.Dg baa 'beeR 
cancelled. 

/ 
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(it this time HY Jr told the operator to 
have lfiea Chaunce7 send in bf uaaenger 
the cop7 of the telegram which he fent 
to Major Pleat.) 

HY Jr: The7 kept talking to aa about the telegram 
I sent. Well, this is an an~er to the one I haven' t seen: 

"Have just received wire fron Secretarr Korgen­
thau advising your conference with Commissioner Stude­
baker. We very much appreciate the interest you are 
showing and trust by now you have received ~ letter 
October eleventh transmitting copy report on San 
Diego Vocational School needs. Prepared b.r Superin­
tendent Crawford and sent to Co~aaioner Studebaker. 
We are following up problem from enrr possible ~le 
includ~ use of Balboa Park buildings and contacting 
Beswick. 

Who's Beswick'/ 

Foley: He's the vocational director for California. 

(Kr. Kc(q brought in copy of telegram to 
Major Fleet.) 

HY Jr: That's pretty snappy, ian'.t it'/ 

Now do you think we ought to send copies to Inudsen, 
War and Navy? Don't you think that would be a nice thing 
to do. 

Foley: Yea. 

HY Jr: Will you (Foley) take care of that - you · 
know you-can-do it through ~ office - War, Navy and Inudsen. 

Foley: Yea. 

~: We have another little development on Fleet 
also. on-nri deliverr schedule - he has sent to George 
an entirely different delivery schedule. George 's people 

/ 
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called him back and he said he would have to check up, and 
that tbe figures would either stand or they would get a new 
production man. So they sent in a wire thla morning ~iving re­
vised delivery figures which out down the schedule wh1ch the 
boys brought back b,y almost 50%. Instead of 8 bombers b,y the 
end or December, there will be 4; and instead of 13 boats, 
there will be 8, according to the telegram this morning. 

BY Jr: Well, don ' t you think you ought to wire back 
and tell them to get a new production ~!fer? I would 
circulate that. I would circulate that ormation. Will 
you (Young) take care of it? 

Young: Yea. • 
HK Jr: I mean you get hold of General Brett and 

Admiral Towers, and ask them what they are going to do now. 

Young: What about •sknudsen•? 

HW Jr: Okay. Start with "Sknudsen" . 

mt Jr: John? 

Sullivan: I would like to see you about that matter 
I was to discuss with you at eight o' clock this morning. 

Bll Jr: That's:possible. How about a quarter to 
eleven? 

Sullivan: Fine. 

Cochran: Livesey of the State Department asked me / 
if I woUld see Bavast financial advisor of the Hungarian 
Legation. Be is comlng in at 2:30. 

Bell: The Minister invited me to lunch up there with 
Feis on Thursday. I don ' t know what they want .to discuss. 
It ' s probably either the debt or the standstill agreement. 

Cochran : It's the standstill agreement • 

.. 
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HM .r : Okay. What else? 

Cochran: Nothing, sir. 

Schwarz: Baron Stackelberg, one of the managers 
of the Financ1al News of London, has asked to see you. 

White : He ' s been around a good deal all right and he 
comes in per1odically. 

Schwa.rz: He sends back memos. He doesn't actually 
write the stUff. Merle advises against it. 

him. 
mu Jr: Uerle's advice is good. I don ' t want to see 

Schwarz: All right. He is coning in to see me this 
morning any Wfo/. 

~: Now if there is a Baroness or something like 
that • • • 

White : He is almost as good. 

Sullivan: He is better. 

HU Jr: He is back. 

I just was going to say, before Harry got in that 
good one, that those kind of people should see Pehle. 

What else, Chick? 

Schwarz: That ' s ell. 

6 

HU Jr : Pehle, whet good are you doin£ for the Duchess 
of Luxembourg? 

Pehle: We are checking to see how much is actually 
there first. (Hearty laughter} I mean bow much cash is 
actually there . 
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BU Jr: Philip'l 

Iouag: I have a large volume which I received from 
1~ . Purv s ealing with that munitions program which I am 
probably to transmit to you immediately but I would like 
to take a look at it. Also a schedule comparing British 
pursuit planes which also needs a little clarification. 

HM Jr: Comparison of pursuit planes? 

Young : Yes. 

BU Jr : Where is that? -
Young: It's on Jl11 desk. 

all Jr : How could I get it to J111 desk? 

Young : I could send for it . 

BY Jr: Will you do that? 

Young: Yes, sir. 

(At this point Yr. Young left the conference for 
a moment to telephone to his office) 

Bll Jr : George? 

Haaa: llothing. 

llll Jr: Who do you talk to, George, when you have 
these conversations with Fleet? 

Haas: I don't talk to anybody. One of the men 
in the Treasury does it. When a report doesn't come in, 
he calls them up . I guess that it is the Treasurer of the 
company he talks to. 

!Ill Jr: Anything else? 

Haas : I have nothing. 

? 

/ 
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BK Jr: George, I wish ;you would kind of watch 
pricea tor me. It ;you see t.1J1 particular Min-up, don 1 t walt 
Wltll Monday. Ghe me a little snack in between. 

Haas : There ar e some alread;y. 

HK Jr 1 I don't know but could you bring in an;ything 
that ;you havef You know you used to run these tan charta on 
the non- ferrous metals. 

Haas: Yea. 

~~ Well, if you oould bring that in tomorrow •• 

White: Along that line, I don't kno' what it indi­
cates bin'Terey called me up and he wanted to know the date 
on ;bich the President made hie statement on prices after 
our negotiations here - after the conferences here in the 
apr~ of 1938. I said I would look it up and tell hil:l. 
I don t know it that is anything or not. 

JlM Jr: Okay. 

White: On the Japanese balances - the;r have been 
bu.ilding up for a period of ;years a customer accoWlt which 
reached a total of $140, 000,000 some time late in the spring. 
Ther hadn't been reporting that. That sum has been substan­
tially reduced now. I sent a man up yesterday to get further 
detail s on that matter. There may be a question of legal 
responsibility. We are ~oing to turn it over to the Legal 
Division, and we would like to know whether you think anything 
should be done . But it is down substantiall;y now, and we 
are getting further data. 

The Swin dollar balances are dropping. I don't 
know bow rapid4r the last week or two - llerle haa some in­
formation on that - but they have been dropping in the past 
three weeks, and I suspect have been dropping more rapidly 
in the last 10 days. They probably are withdrawing their 
dollars, I suspect, because they feel that there will be 
exchange control imposed on Swiss balances here, and those 
who can get their balances out are doing so. 

8 
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Bell: Don't we have a telegram saying that there 
had been-continuous repatriation of those funds since the 
tall of France? 

Cochran: It was a letter from the Federal Reserve 
Bank summarizing capital movements. 

Bell: Oh, yes. 

\Vbite: But the official balances are increasing. 

Cochran: The official balances are increasing. 
They're taking over private balances. 

White : When this man Cooper comes here with respect 
to possible British exports1 , the Treasurr, it seecs to me, 
has a very definite interest; namely1 possibly the more 
exports the less gold or credits we nave to take . 

EM Jr: Well, that ' s . . . 
White: They will be in the picture somewhere . 

HM Jr: I mean that ' s ons of the reasons I have sent 
for Purvis and Pinsent together. 

· White: To my knowledge, those figures which were 
promised to us on the third of the month have never come in. 

Cochran: We received them last night . We ere making 
copies ol' it . I sent a copy up to the Secretary' s house last 
night . 

9 

White: There was an interesting agreement between 
Brazil and Argentine which has in it the provosal that each 
country extends substantial loans to the nat1onals of its 
own country to b~ the simplest products of the other country. 
In other words, Argentine will extend loans to its people to 
b~ simple products from Brazil, and Brazil extends local 
currency loans to its nationals to b~ simple vroducts from 
the Argentine. To my knowledge, it is a very 1nteresting 
development. 
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White 1 Some figures came in froa the Customa 
· officials at Dakar, indioatin~ that over a billion and a half 
dollars of gold came in over there. Now that' s muoh in exoesa 
o! rrr:1 figure a. 

Cochran: I cheeked that with Pinsent and it was 
one billion ten million. That includes Polish, French and 
Belgian gold. 

IDl Jr: ! billion how much? 

Cochran: One billion, ten million. 

HW Jr: A billion and ten? 

Cochran: Yes. That includes Polish, Belgian and 
some French gold that we didn' t know about. 

ID.! Jr: At Dakar? 

Cochran: Yes. They have moved it back inside now. 

Bell: That's quite a. sum. 

. White: Well, the Consul gave us the figure of one 
and a belt b11lion. 

Cochran: The Consul was wrong about that . 

BY Jr: It seems to me that the English might better 
had landed there. 

White: And, curiously enough, the answer the French 
gave to the Poles when they wanted their $66, 000,000 was that 
all gold in invaded areas had been frozen by the order of the 
French Government of August 8th. 

Cochran: That was the oonsul statement. 

White : Another interesting development is that 
Colombie has taken a leaf out of our book and has restricted 
payments to all invaded areas. There also is a cable which 
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st ated that the French Government is extending credits to 
Italy at the request of or as a result of pressure by the 
German Government on the French Government. 

HU Jr: Who is extending credits to Italy? 

White: The French Government of France - I assumed 
i t was the French Government . 

Peble: The Bank of France was requested by the German 
Commissar. 

White : That's all I have. 

HM Jr: Harold, you and I went over yesterday to 
Procurement and they told us about this man of Sears, 
Roebuck being there. Have you checked o.n that? 

Graves : llot yet, sir. 

HM Jr: V&en you check up, I would like to know 
how many people of similar nature who are on the pay rolla 
of companies are working in Procurement. That is something 
new. 

Graves : In Procurement? 

HM Jr: How many people in Procurement who are on the 
pay roll'i"'rcompanies. I don' t care whether they're serving 
as liaison men or what. I want to know. 

Graves : Well, I can tell you that now. There aren't 
any more . 

HM Jr: Well, I don ' t know. Find out what this fellow 
is doing and all p.bout him. 

Graves: Well, Nelson sent hie over there to cooperate 
with J.:r . l!ick, to serve as a liaison officer on this purchase 
program. 

HU Jr: Well, go into it. Just see what this man 
is doins over there, how much he is getting, whether he 
handles caterials, whether he is on leave, etc . 
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Graves t Yes, air, 

II)( Jr: And I am just curious . 

Graves : I will find out. 

IDJ Jr: And in te.lking with l!ack, tell him that he 
nhouldn't put on any one of that nature who is connected 
with a coiany without talking to me. If he is on a company 
pq roll, want to know all about him first . I don ' t care 
if he is a liaison officer ~r what the7 call him. See? 

Graves: Yes, sir. 

IDol Jr: What have fOU (Bell) got? 

Bell : Nothing. 

White: I have one little item here that I overlooked 
before. It' s a report from the Commercial Attache which says 
that without consulting the State Department it is indicat ed 
that the U.S. sera~ embargo which was imposed will reduce 
operations or the lron and steel industry b1 30 to ~-

JD( Jr: Oh, 7es - that one that came in from Nicholson 
yesterdaf - fOU (Yrs. Klotz) give it to Cochran and fOU 
(Cochran} get it to whoever is interested in Japan. Let them 
read it . It was intensely interesting. He had this interview 
nith this man who hss come to look over the civil government 
or Shan~hai, and in it tbia man says there is a very strong 
revolut1onacy Socialistic pact in Japant and the7 are trying 
to keep thee from getting the upper hand. Yea. Yes. 
And that, plus the fact that in this statement two days ago, 
I think lt was the Foreign Uini ster of Japan in which he 
admonished the Japanese for their attitude atout the war -
fOU know that that wasn't the right attitude to take ••• 

Gaston: Good spot for some propaganda there. 

JD( Jr : Evidentl7. 
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m.t Jr 1 Norman? 

Thompson: l!r. White baa recommended appointment of 
this man from the International Buai.ness Organization (bends 
HU Jr some papers) . 

TIM Jr : International Business Organization? What 
do you (White) want to put this men on? 

White: (tald.ng papers from m.t Jr ' s bends) This man 
is from the International Business Organization. 

m.t Jr: Don' t walk away with it. I want to know 
what you want him to do . 

White: He is going to work on British assets in this 
countr,r and direct investments here. 

(m.t Jr approved the papers and handed them back 
to Mr. Thompson. ) 

Tboitison: now this llrs. Witherspoon from Loans and 
Currency - ~e has a list of about five Senators. She had 
borrowed a little heaYily down in Loans and Currency through 
credit unions and she bad subordinates as co-makers ••• 

HM Jr: Is she one of the two we passed? 

Thompson: llo. This one had several of her subor­
dinates as oo-C&kers on notes. The case had gone through 
several weeks ago and abe bad been reduced, all of her 
supervisory work was taken away. So J.!r . Bell and I think 
that should s tand, and we should just say that she violated 
the regulations. 

Bell: I think there is some excuse for these people 
violating these regulations . They are so old and they should 
be gotten out and re-issued. 

ill( Jr: What is the regulation? 

13 
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Bell : That they can't borrow from subordinates 
and they can' t have subordinates as co-makers on notes. 
You see the subordinates are just as guilt,r as the over­
seer. i lot of people don't know about it because it is so 
old. 

In! Jr: Well, will you get it out again? 

Thirikson: ' Yea . There are three circulars and we 
are combln v them into one . 

HM Jr: What ever happened to the law which said that 
all government contracts should be made public? Remember 
the thing that I asked for - you know that I swapped • • • 

Sullivan: The contracts would be made available to 
the publlcY 

1!).1 Jr : Yes. -
Sullivan: They are now drawing up the regulations . 

HI& Jr : l.!f, God ! When will they begin to do something 
about i t1 

Sullivan: I don't know. 

HM Jr: Well, isn' t the move up to the A~ and Navy? 

Sullivan : We are working with them. We had several 
conferences last week. 

HM Jr: Can' t they get it out this week? 

Sullivan: Well, there bad to be two different certi­
ficates - one as to the necessity and one as to the adequacy 
of the pr ovisions. 

HU Jr: Yes, but can't they get that done? 

Foley: The whole committee had to pass on it. 

14 
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111! Jr : \'/ell, you - are you (Foley) in on this, too'/ 

Foley : Yes. 

l!lJ Jr : Well let ' s let John do it . We' ll pin this 
one on hlm. You (Sui livan) get in touch with Colonel 
Greenbaum, see? 

Sullivan: Yes, sir. 

HIJ Jr: And let him get hold of that and see if we 
can work 1t that way. 

Sullivan : Yes . 

HU Jr : I am very anxious to get this thing finished . 
And when you have it all worked out, I think if you could 
l et Chick know, he coul d bring it to Steve Early' s attention. 
lie would bring it to the President ' s attention and the Presi­
dent might let it be known that it is the policy of the 
Administration to make all contracts public. I ' d l ike to 
set that done this week. 

Sullivan : Yes, sir. 

HIJ Jr : So will you see whether you can't go ahead 
a lit tle on 1t because it is good public stuff. 

15 
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SubJect I 

Pnpant 117• .... tvaer ARTMENT .... ~ llr.... UNICATIOH 

_,.. Ootober 15, 19110 

~. ' 
hor~t&r7 geatUu 

OUJ'J'1 Den1osaentl 1D the B1gb-8J'a4a 8eolll'1 t:r 
lfaJ'.Itetl 

8UIIIWl% 

(1) Pr1ou ot !'r .... lll':r boll4a un ahon UU1e ohaDp a1noe 

the end ot hpt .. ber. 

(2) Dui:'1DC the atat ... nt wek 111 'llhioh the Deoallber 110tea 

were retun4e4, ftl.lt1;r raporUq INIIber 'baD.It ho14111C8 ot 

TreaaUJ':r 110tea 4aoreaaed b:r t29& 1111Uona, 11b1le the1r 

bo141qa ot !'raaalll':r boll4a 1noreaaed b:r 1256 ld.lllona. 

ReporUnc 'baD.Ita 1D •ew Yor.lt 01 t:r 4aoreaae4 their nota 

bol41JIC8 b:r t109 1111llona, but 1noreaaa4 their boll4 

bo141np b:r o~ 129 1111llou ( "'•rt I ) • 

( 3) le;f:;sraae ool'J)Orata boll4 :Pr1cea ••• 4aollned on 
oe a1Doe the all4 ot leptellber. bo:~ 

OD the Ot!wr MDd, UYe J'e&ohed IUW b1 
file Yoluae ot new boll4 otter1nca 1D the 
MJ'.Itet laat welt waa the laJ'geat tor &Ill' a1JICle ne.lt 

a1noe hae 19311· 

(~) bpen4U11J'u ot the Doab1on ot On•4a 4111'1DC the 

011J'J'ent t1aoal :reer are e~oted to aiiOIIIlt to about 

t1, 346 a11llona, ot 'llhioh f900 1111llona repreeenta 

war n pen41 tlll'ea. Allout t5&& 1111llona ot tbia baa 

been or will be boJ'J'Ow4. 81noe the outbJ'ee.lt ot war, 

the 4abt ot the Doii1D1on GoYerDMnt baa 1noreaaed b:r 

about U60 ld.lllonl, equ1Yalant on a per oa{>ita ba111 

to abo'tlt tlO b1lllou 1D the UD1ted ltatel ( Cbal't Ut) . 

Ot tbh aua, t300 a1111on1 wa1 railed 1aet 1101lti 67 a 

l2-7ear boll4 111u, 'llhioh a1 ottere4 on a 3-1/ 11 per­

cent 71e14 baa11 . !b11 1a 1llpU7 below the 71el41 

ot outltall41DC Doa1D1on boll4a ot oo..,.rab1e •t=1 t:r 

( ct.:rt IT). I1; a110 repre1entl a re4aoUon 1D 1nterut 

cod of ibout l/& ot 1 peroeat tzooa the t1J'It -.r lou 

laat JaDU&J'7, 'llhioh 11 about 1a llu with the 4aoreale 

1D 71e141 OD 0eae0l&D CloYaJ'DMDt boll4a (Oh&J't 'f) • 
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?rio., of U11Ue4 l!awo Gcw-.a' oMU"lUoo 1;o"et w 
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- --- :!:!! -· ....... _ t 

Oea814e:ra111.e "=Fillt et a. len-d 8MU'ltlr 
bol41DC• et ftllr'l)' a- -.11er ...._ 1a llz'twl e1Uet 

ooourre4 1D"" ••ne et .. ...,..,,. et tilt lluillller •••· 

J. 41orea .. et 1291 111111•• 1a a. b •••.,. Mk Ml41alt et 

8\lob ballb c1lll'1al ........ , ........ .,. ..... ' ... 

•tobe4 117 aa u .. •aa• et eal.)' 1156 111111Mt 1a tlwlr M"tap 

ot !rea11'111'7 ltea48 {~I). Weekl, repe.U .. 'lllaab 1D ... 

York OU)' «euea1ecl note bo14111Cf _11)' 1109 111111ou aa4 

1noreaH4 tbllr 1terr4 M141al1 _. ea1)' 129 ld.ll.l••· llaak1 

Olltd41 et ... re8 Ol'J', • a..-..-.., npezkl a.._ 

orea•• 1a tlae1r .... M141al• et 11119 rd.U1 ... ,111at _.... 

t227 111111•• to tlaelr 7Nallll')' boll4 portte11e1. 

IU. Otlaer DHUUo 111P,.II'!!I! lleuUtel 

H1&b-pa41 oerpo:rate ltell4 111'1 .. 1 haft 4e•l1•el 111&bti17 

on balano• 11Doe the ltellaDlDC If a. ••th. !lilt ,.,....,. 

Jil.l cl ot •* 'bold I, ..n.., 1an ... l)' te prl .. l waa 2. 71 

peroen11 at '""'r«&T'I ol.-1 ae oo,.,arlcl wUia f-61 peront 

on Slptlllbll' 30. llllalelpe.l Dea48, •• a. et.Mr -.., han 

ooni1na•4 till1l' a4Yaaoe to - llllp left11. !1M DR-.J-1 

aTIJ'I&I )'1114 If t;lriD111 20-11U' ltea48 hal 4eON&I.. • 'lla11l 

po1nia 10 tar 1:la11 _._ !b11 1tr1Jip to 65 ltul1 pe1ate 

ibe cleorea.. troa "" IUp )'1e141 WhJ.oh J'1lle4 at a. ell4 It 

Wa7 ( Obal'1l II) • 

In 1111141 ott'"' 1lo "" publ1o 1a "" Jn r .. lr. aarbt 

ban &CIJ'IP1IIcl abod t231 &1111•1 IUM tiM tll'lt It Ooteltlr. 

Ot ihia eaa, 1173 a1111- appeare4 411r1DC "" ""It ell4e4 

Saiur4&)', Ootolter 12. !b11 wa1 t:be l&J'p1t nllml of •• 

• •• ottel'111SI 1a a 11De1• ••• 1111oe hBI 193'. »omuuac 
the f1elcl were an etfei'1DC •t 160 111111- 111 ... Yerlr. 01111 

&nd one of 1101 111111on1 111 tlw lftt:ben Oa11fll'll1& 141eon 

Colllpall)' . !1M lat111r 11 "" l&J'plt pab11o aUlU1 line to 

be otterecl publ1ol1 tlaoe llarob 19:Jl. 

!he ... Y111t 01111 1tne, tiM l&J'p1t otterlnc of 1•ae­

tera boncll 111 1111e 01111 11D .. 19:n, ooa811t" of 3 pen••• 1-

to )o-1ear .. 1'111· .._ .. , wlllo!l "'" •&1'4e4 to a I)'Ddioate 

ot OYIJ' 100 Mllllel'l at; &D 1DtoJ'IIt OOit tl "" 01111 Of 2.97 

peroent all4 "'" J'10ften4 at prtoe1 to 11114 tna 0.30 per­

cent to 3.10 peroent. !lilt ten llhorte1t •111ll'111111 "'" 
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absorbed 'b)' -• of the larcar 'ba.U:a, aD4 a poov;p ef 1a.uoaaoe 

0~pan1ae took the :tiYe longaat. i'ha iat&l'lle41ata -tlal'1t1aa 

met a goo4 d.-nd an4 ware D&arlJ' all aold wtthia an hour. 

i'he Southera Oa1ifora1a DUaoa o:t:teriag, 011 the other 

band, hae a oYed -IIWbat aore alowlJ'. !he inue ( rated Aa 

bJ Koo4J') oonaiatad o:t 3 percent, 25-J'&ar :tiret and ra:tua41ag 

aortgaga 'bond& o:tfara4 at lo4 to J'1eld 2. 77 peroa nt. It 1• 

reported that the 1 81g P1Ye1 1Dauranoe o~aniea ~ no oo.­

m1 tmenta on the ieaue, alleg&41J' 'baoauaa thaJ' were 41aappo1nt ed 

that theJ' had 'been unable to purohaaa 1t at pr1Yate aala, 'but 

that there waa a 'broad 4111&!1d :rrc. the ...U.ar 1Daure.aoa -­

pan1ea. Lateat a4Y1ou 1n41oate that about on.-fourth of the 

'bonde are et1ll i .n the halide of the eJ'Ddioata. 

IV. Oanadian Var Vinanoa 

Eatiaatee relaaee4 e&rlJ' thie aonth bJ' the Canadian 

K1D1eter of National RaYenua 1Dd1oate that the DoaiD1on o:t 

Canada Will apend ll,l48 a1ll1ona (Canadian) duriag the 

current fhoal J'&ar Vfuoh ende Maroh 31, 1941. Ot th1a aua, 

8448 a1l.l1one rapreeanta o1Y111an expen41 tur n and 1900 a11-

l.1ona, war &liP&D41turae. It ia aetiaated &lao that ourrent 

r8Yanuee, i Aa.ludiDg aew taxaa, v1ll. u ouat to 176o a1ll1ona, 

or enough to ooYer o1Yilian expeD41turea1 and about 35 pe~ 

oent of war elQ>&n41 turee. TbJ.a leaYe a aoou t 1588 111l.l1ona 

to 'be 'borrowed. Of thia u ouat, 1300 ailliou waa re.laad 'bJ' 

the uooD4 -r l.oan laat aonth. In a441 t1on, the »<-!Ilion 

Go .... rnaent u;peota t o real.he 150 a1111ou :troa the aale of 

war aartaga oerU:tioataa. I t 1a auuaed "bJ' tha prua tM.t 

the bal.anoa plua auoh a441 t1onal tuDda aa _,. then 'be aae4ed 

vlll 'be ra1ae4 'bJ' a th1r4 war loan, pro'ba'blJ' in J11nuar,-. 

111Doe the outbreak o:t war, the da'bt of the »<-!Ilion 

GoYarnaent baa inoreaee4, aooor41ag t o our eatiaataa, 'bJ' 

about 186o aU11ona (Chart III). TbJ.a 1e an 1noraaee o:t 

ne&rlJ' 25 percent, ana woil14 be equ1Yalent on • par capita 

baeh to an inoreaaa of a bout 110 b1llione 1n the UD1ted 

8tatee. Of thie 1aoraa~&, the :tirat two war loan• aooOUDt 

tor t200 a1ll1ona aD4 1300 a1ll1ou, reapaot1YalJ'. In &441-

Uon, . 1325 ailliona wae 'borrowed 1n .. z fro. the Ba.!lk of 

Canaaa to ~plJ' tha hralp Exchange control Board with 

tunda v1 th wbioh to purohaaa gold an4 :tore1gn exohaage. 

Thla laat :t1gare 1e 110t 1Da.lu4e4 1a tha bu4iat eat!Mtaa 

referred t o a'boYe. 
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le--'-7 JINopa11Ma - 5 

!M eeooaa ..,. leu, 'lb1u •• neatect 1a lap._.. 

... tv 1300 llllllou oaall, pl.u a ..U aao•t ( 126 llll.:. 
uoae) ottazoect 1a nobnp tor a •twlaa 1a.... fM uw 

boD4a, oal.l&'bl.e 1a 1,-, ua •'-'laa J.a 1952 , 'bear a ' JIG'­

oeat ooupoa aaa -· otfazoea .. ,_,,._ .. :rhl4 rll• per­

OlD, . 'ftl.le h 1/a of 1 pero•t le .. aa.a u.. ;rlela llaale 

on the tlrd ftl' lou ottazoect lad J~, aaa aa eUataU:r 

belo• 'he ;rlel4a of outebaAlnc DoldD1o11 boa4a of Mllfal'allle 

adlll"U7 ('tP~: fte ;rlela 011 O.WS.aa Qoyazo-t r~'• 

of 195~" .... a tl'oll Uclut J.llo pazoeut 111 ta 111441• 

of Jaavar:r-. &lint ,.25 per-t 1a the 111441• et ... ,...,. 
( Clbal't Y) • 

!U oaall ~011 If ~ .... lou aa onrnb111'1llec1 liJ' 

&bo1lt tile 1111Uou. !1111 OYtll'nlllll'lpUoll, hoWYG', aa le .. 

tbaD-~ &I IP'•t pei'OIIl'-Pwlll &I n&t Oil ~ tll'l' WU' 

l ou, aa4 aa oll'-! .. a •al:r atter apeo1el lale1 pre1nr1 011 

appUect 11l at oloaliiC 4ql et Ule no-wek oaapelr· IaeU­

tutlollll 11l'I'I"OI'I, 1t 11 repel',ec1, will 'be al.ll-4 a'bl1lt 75 

pazoout or Ule1l' 111b1or1pUou, 11 OOIIfal'ec1 ..S til llo pazoo•t­

lalt J~J'· 

!U ~JQ~l&DaUoll of tllll l'&Uiel' at.appo1aUar e~lllloe 

a~1 -. Ue .,.. 1a Ule 4etlo1eaohl or tile 1&111 IS'Iflllp 

t 1D Ui.l IQoalll Oil the DoldalOA 1 I f1JIIM1al riiOVOII • 

.UU!oap Ule aao~at of Ule loaa •1 ~ aplll 11 IP'•' a1 

'he aao~at of Ule fll'lt war l ou, 1atazo11t rahl han ••ect 

einoe JuuarJ', a1 11 11141oatect liJ' ua liJ' tM taot 

'hat ~ aYG'a(l rah on Oene41u li1U1 roawa a 

new l o• tor Ule war perioa Oil Aacuat ,0, 'before tile 

l oan a1 otterea. Aooor41q -. pr111 raport1, tiler• aa • 

1ntei111Ye effort -. t.pre11 upoll eaall 1an1tor1 tile tao' · 

'bat ~ nooe .. of u.. lou 4.epell4e4 upoa tbea, raUI.er tllaa 

upo11 tlle lal'r f18&1lo1al 1uUhUoa1. Ill taot, taw -•••­

a&llt 'hat 19 ldlUOill ba4 'beta nl11or1llec1 liJ' 1aet1 tuUoaal 

ill'l'lltel'l Oil.-. tll'lt 4q toa414 .. pn tale OppoiUO ~~~­

liOil. It ba1 a110 ll .. a na-1tect 1a pl'lll -••' Ulat a 

rll• perout 111111 ottere4 .. pal' willa han - ... -· 

rea41.l ;r a4tll'lteoa liJ' 1a41 Y1411all wbo 11'1 110t re~ 1aYeltel'l 

tbaD a ' piii'OIII,t 1111&1 pl'leea llelew pal' .. ;rlel4 r l/' pere•t• 
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Bri.t111b Z.l/2 peroent oouob el."e4 1"ter4&7 at 7~/8 
to J1el4 ,. '1 peroot. 'l'll1e 1• a 1"1" ef 5/8 of a po11lt elDOe 
the end of lloPt•bu • 

.Japa~~ue 4oUar boll4• "" ahal'plJ 1ll ~ f1r•t nek of 
ootober, 'tNt baYe elDOe f.Uo baa to leYel• below tbo•• of 
t he f1ret of t he -ntla. Ita"•• toll•r boll4e b&Ye f&Uen 
1D p.r1oe al8oet ooats.IOIIel.J euoe the ell4 of hpt.ber. 
J.uatral1u, oa=4tan, &114 h!W&Il extei'Ml ,_.-ut .. 8baw 
little net obaJIC• etnoe ~ ell4 of hpt.ber (~t YI). 

• 

Regraded Uclassified



-••u.·-... 
1 ' J' .... . ,. 
I I 

ea-tlat he •t o.nre ,_ ooc t u e. uoe 

1 t 4 0 - ... 
• ii .. .... . >tl ,,. T. iii .• ,. • ·, ' ... ..... -.. 

I • • • ' • I I I I 'I . I I I 

- Totti cur I 

... ...... 
•• 

-I ~ 
I 

?- ..... .......... r- v / I 

-./ 
...,/ 

-~" 
1/ ~-· v 

~ 
I '\\ c-u r-0 

" -
~ 

...... ,. 
~ -...... ..!. 

I ...... ;;7 --l I 1 ! I ! ! I J I I ! I I I I I I I I I I I 

-· -· .... .... .., -· - .ill ~ 

- \ --:no/ 
\ ' r"' -

I 

/ --I , ! 0 I I 0 ' I 0 I 0 ' II ' ' - - ... - .... - - ..... , -... 
&II clu. r - - ...... ........ { - \ 

v / 
~ 

m~ v 
--

f\_ j - ....... '\. v, lf 
~ 

"" :--Z~~ ~- \ / I f / 

0 

- \ oOTU' _,..-
_,..---

• ' ' ' ' II l ' . I . I. I I I . I. -, a J '' ~ u a IJ n -· ...... ,... ... 10 ,. • 2:1 s 19 J 17 ~ I . • .... - - .... , -· I t J t It 4 0 

\ 

,., 
if ·,_ .., .- ·,. 
• • 0 1 

v r--

0 

-"" 
,.. -

!1 I I I ! I --· ..... -
I 

0 

-1\ 
\ -

I I I I -.... -· -I 
.'\. 1-
~ 

---
0 

~r( -\ -
I . L -II ZS t 2l 

~. .-r. 

f· 1····· Regraded Uclassified



COMPARATIVE 'YiflOS OF AvHlJ>.G£ 
AND DOW-JONES 

Y•-'d• 8ot-.d on S al4Jrdoy Quotot..ont 

•• 

... . ~ 

J~lJ.l.lJ 
1\ /" ~ ~ ....... 
~ ' ........ !/ v 

~ ( 
~ 

/"' / 

/' v A., ' J 
/ " / 

v 1\ 'I 
/' r \ \ I h ~ 1 1\ 

\ v \ I I 

- H--- ~~ 
,_.,. I \ 

......... 

II 

••• 

•• .. 
•• .. 
•• 

.. 
~ \ ~ J \ "' I ~ r 

DIW. ••tiol•.,l "'"' 
........... r 1'--v r\. 

f-1 r- v 
••• 

" 
·....; 'W MM. AIL ,:,.. ._ ;..; ..,; ..:.. • ~.· :.1 -~ •,.: ,. • -·- ·Mo'J_...'; -• ... , .... ---

"' IG.I 

• 0 

,. v • 
~ 

• 
... • 

f--."' v 
• 
• 

• 

• •• 
• • 
I •• 

. .. 

... 
-I, ... 

J 

----OlrC' ..... - • 
.. _,. 

Regraded Uclassified



........ 
e u.&.·l -
<•·•·> 
" 

.. 
l6 

lO 

.. 
12 

0 

1914 1910 

~ 
1-::;: -/ 

1910 191f 

1918 1!1>0 lliU lt24 1926 om , .. , 19ll .... - l9.JJ r- 9)8 - ,IJ'ol' 1942 

I 
I· 1- • 

/ - 1-
[_.-

GMADIU DIQCt MID 1" ....... 1'? v ll· 

1/ 
VI ~ I/ ._ ... ... ~ .~ 

1/ v v l....-v 
1- I/ 

~ 
v ~/ v v 

1/ I 

I~ 
u.s. lllCCT ~ euAUIITcu; JII"' v: 1-··· DutOf 

A 
r; .... v 

1---!..... 1/ 
v- 1/ 

I 

1/ 
1911 1!112 ·~ 

11126 ttza 1910 19J2 19)6 lt.le 1940 I!N2 

IIOTC ; t iK I'IIYMI AAl .d Of ..... )1, UCC.rT f .C t..AIT P\.On l .._. • tC. A .. AI 0# tC"UKa JO. lfr40 

Me ••et~ AM. "'"*"• , .. ~ 

1944 

-

1904 

tot. '-AU 
t H.l.,OIII• 
\.-) 
s~ 

s.o 

..o 

J .5 

).0 

2.S 

2.0 

I.S 

1.0 

.s 

0 

to . 1)6 
Regraded Uclassified



CO.P&a&YJ'fa 'IJaLDS o • u,a, OOYa a••a•Y &• D C&IUDUN OOY a a•NaN'I S 8 CUR IT I S B 

.. , a ...... 

- -- - - - - ·- - ·-- -

~--- -~ ... ~.--
II 
• 

II 
~ .... 

.... 

v v ~ f--u.s.r--
• ~ 

v 1/ 
1/ 

, .. 
.... 

1/ v ~ .. v 
... , 

• -
...... ~--- ....... .. --

II 

.... - .... ·- .... -

- ·- ... ... . ... 

, .. 

'·' 
. .. 

.. 

.. 

- -· - - .. • 

.. .... -
Regraded Uclassified



l .l 

).0 

),4 

J.l 

1.2 

•• 

•• 

0 

33 

Ollar\ Y 

CONP ARA TI VI Y I ILDI Or AYIIAOI Or ALL LONO.TIIIII 
IONDI o r AND CANADIAN OOYIRNIIINT 31!1 

Tiel .. - • !'11 I z -u-. 

I t J I I ' ) . 

J\,1\.'t ""' -· ..... .... .. . ...... II.Pf . -· """' ;.) . ... "' " " .. .. . . .. r • ' ' I' .. .. 
- r- =r: 

- I ,... "' v v 
Tu.uun '- Tl•• 1\ /' ., y 

. 
....... _, -·" ..... 

\ ~· -· .. ~ /'-v 
.- I·'* . ,.. I 
j I I I 

v ~ r ./ ,. ~ ~ - '\ /' 

"'---~- Vi 
"" I"" •• 

.. ... " '-'-Lu._ LL LL LLL .. .. " 
""· ... -· -· .... ....., ..... -· -· I t J I I t J t 

U.l . TRIAIUIIT .... - ' .. 
It 4 0 ... ... ..... , .. '" " ' .. r" 

-[\ v ~ 

V' ~ v I\ / 

.. -· -· -· It 4 0 

-

H .. • .. (• -wutu) 

_, v 

-
.. l o ..... 

l.6 

) , 0 

) .4 

'·' 
... -
l.l 

•• 
.. 
0 

Regraded Uclassified



100 

10 

JO 

10 

0 

-· . r· . ~L,-rn tTH j'r-1 rrl nrrr-t-"t-" 
a.ur 

r f- -- -
f-1- sll:"tfw A ( v .. 1-- 1----

- ~ 

-
' tit'~ -

/l ' ...... --7'1 1 I 
1 .. 7 K'·· v'\ 

~~~ -, -v 
~ .. "tH>· J•a 1 

r-~ -

- - -~,. 

J 10 11 J4 J1 7 .. ' - · -1 •• 0 

-rrn rr-n -
1 

.... .. 
- ~~~ • 
- -- • 

• 
·-'"' .... 

~ ~ 
'- v 

1'-- .. 
• 
• 
11 

1 Je I 1 • ·-· 
N • IM • A 

Regraded Uclassified



35 

TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICATION 

o•n October 15, 191!0 

To 06-~etaey Morgenthau 

,ROM llr . White 

Memorandum tor tbe Seoretaey ot Oolllleroe, a oopJ ot 
which i s appended, brietl7 reviews the Obllean aituation, 
and states: 

1. '!'bat tbe Obllean Go•am .. nt 1a aaking that the 
United States Governaant: 

(a) BuJ copper and nitrate• tor defense. ( !be 
Council ot Detenaa, Departaent ot Agriculture 
and the Departaent ot State baYe, I belie•e, 
recommended an aocuaulation ot a atook pile 
ot 300 thousand tone ot Chilean nitratee tor 
fertilizer t or poeeible ~gricultural needa 
in time ot eaerganoJ. The acquisition ot 
copper by the Council ot Detenee is still 
being studied but the proapeota ot the 
Oouncil ' e taking favorable action ae ret 
eeeme verr remote.) 

(b) Lend 125 aillion tor exchange atabilization. 
(Preeumabl7 the Secretarr ot the Treaaury ia 
postponing turther oonaideraUon ot a etabi­
lization loan until it ia known what else can 
be done tor Chile.) 

(c) A 17 million oredlt t or a hfdro-eleotrio iron 
and eteel plant at Valdidia. (This 1e 1n 
add1 tlon to the 112 aillion Export !aport Bank 
Credit now available to Chile tor de•elopeental 
purposes.) 

(d) U~ t o 12 aillion to be 111de available tor the 
i .. ed1ate 1aportat1 on ot 100 tbouaand tons ot 
coal troa the United Statea. (According to 
a cable received troa our Eabaas7 a t Santiago, 
October 11, a coal etrike engineered b7 eub­
veraive elements threatens aerioue d1tt1cultiea. 
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(e) 

- 2-
DiTiaion or lloae\ar7 

R .. earoh 

'l'he7 a.re 1111ppoeed to ba•e oDlJ two week• ' 
eupplJ on haD4. !hie ia the tirat we haYe 
bar4 ot this itea and it would eeea t o 
need turthar intorsation,) 

A tsoo tboWiand credit tor a thorough 
geo- ph)'aical exploration ot possible oil 
depoeite for the tlra ot Herbert BooYer, Jr. 

1. The aeaorandua troa the State Department INggeate 
that an EJrport Iapor t Bank cre41 t ot tl7 a1ll1on be extended 
to Oblle to be ueed ae tollowe: 

(a) t 5 a1lllon ae an ad•anoe against the purehaee 
ot JOO thoueand tone of nl trate. 

(b) $2 111llion tor laporte ot 100 thouaand tone 
ot United states ooal. 

( o) The exchange arreare now owed U. s. exporter• 
-- soae t6 million - - to be liquidated at 
onoe. 

(d) The reaainder to be used tor laporte at the 
rate ot not over tl million a aonth. 
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October 14, 191!o 

»e.or~ndua tor the 8eoretAr7 ot oo ... roe: 

Ob1lean Requut tor J'lnanclal Cooperation 

Baoltgroun4 

The Ohllean a1 .. 1on headed b7 llr. Oeoar Schnake, 

Ytniater ot roaento, baa been ln Washington ainoe the 

termination ot t he Habana aeettng on Jul7 JO diaouaaing 

~ith ott1o1ala ot thia GoYernsent the critical eoone~1o 

eituation which contronte Chile ae a reeult ot the loea 

ot international aarkeh. Obile dependa on copper and 

nitrate• tor tbree-quartera ot 1ta erporta, Geraan7 and the 

o ther blockaded n~t1ona haYing toraerl7 abaorbed about halt 

ot t he exports ot theae co~od1t1ea. The 88inata7 ot the copper 

induatr7 in recent aontha had been a J'renoh contract tor 

25,000 tone aonth17; aince tb1a baa becoae 1noperat1Ye 

produoticn baa been reduced troa JO, OOO tone t o 12,000 tone 

1a0nthl7. The Britieh i aport copper troa the Eapire. '!'be 

United 8tatea baa not 1aported an7 laportant aaount ot 

copper tor consumption aince the lapcaltion ln 1932 ot an 

111port exclae tu ot t our oenta a pound. The onl7 laportant 

reaa1n1ng 88rket tor Chilean copper ie Japan. 

'fhe 

I 
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· • ' '!'lie U'n1te4 l~at .. bae oon-4 about one-th1r4 ot 

Ohlle'• nHrahe or eo• 6oo,OOO tone anma&llT, !be Br1Ueh 

continue to aoquire eo .. n1~ratee un4er a eterling p&T•nte 

arrange.ent but 1t 11 ant1o1pate4 th~ t atter a oon1iderable 

decline in production and 1noreaee4 United ltatee i8p0rte 

there will neYerthelele reaain a eurplue ot at lea1t )00,000 

tone ct current production on June )0, 1941. 
It 11 e1U•ted that exobange arrear• now aaount to 

t6,50(>,000 tor goode a1rea4T 18p0rte4, and that a.n additional 

t1,000,000 ot .. robandiae reiiAine 1n t he oueto•• houeee 

awaiting exohange tor ent17. '.l'lle Chilean .t .. ion atatu 

t hs t i8p0rte, excluei•e or thoae under the tl2,000,ooo 

romento credit, 111.1at be u1nta1ned at t7,000,000 per 110nth 

to provide abaolutelT eeeential producte. ManT ooamo41t1ee 

tormerl7 obtained in Europe muat be imported tro• the 

United 8tatee at oona1derabl7 inoreaeed pr1oee, and, acre­

oYer, eh1pp1ng ocate ha•e r1aen aarkedl7. At the pre1ent 

t1111, the Cbileane etate t h17 need $25,000,000 to clear up 

the exchange 11tuation and aa1ntain eeeential iJDPortl tro• 

the Unlt.d 8tatee. It 11 probable that 18p0rte oould be 

reduced eomawhat below theee eet1ate1. 

Speoit1o Chilean Requeate 

M1n1eter 8ohnake hae requeeted that the ex1at1ng 

tl2, 000,000 rounto ored1 t, wh1oh i1 r~ow being drawn againa t 

tor 

38 
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tor doTolopunt purpo .. a, bo aupple~~ented by: 

l. 

2. 

J . 

4. 

5· 

United Statea purohaeea tor detenee atook-pilea 
ot ooppor and nitrates, 300,000 tone ot nitratea 

a year haTing been aentioned. 

I.mediate exchange aaaletanoe or 125,000,000 and 
rurthor cooperation to .alntain the exchange. 

A 17, 000,000 credit r or hydroelectric and iron and 
ateel production at ValdiTin. 

A $2,000,000 credit tor the purchaae ot 100,000 tone 
of ~nited 8tatee coal urgontl.Y needed. 

A 1500, 000 oredi t tor a thorough geoph.Ye1cal 
exploration ot poaeible oil deposita by the ti~ or 
Herbert HooTer, Jr. 

Tbe Defense Advi•ory Coamiaaion ie continuing to etudy 

the queatione or copper purch&eea t or detenee and the co ... r oe 

D~partment and our E'llbauy at Sa,ntiago are looking into the 

proposed ateel pla,nt. 

Suggeeted Action 

Mlnlcter Schnake baa been awa.Y troa Chile t or oTer 

three montha and ie under great preaeure to return. It ia 

suggested t hat he be informed ot agreeaent i n principle to 

extend cooperation along the t ollowing linea, the deta1la 

t o be worked out eubaequently with Senor M&rdonea or t he 

Nitrate Salea Corporation and Dr. M&aohke ot the Central 

Bank, who are here with bia: 

39 
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All llQ)or\-I.pal't Bank credit or 117,000,000 to 

the Central Banlt with t.be guarentee of the Gonm•nt: 

a) 

b) 

15,000,000 to be an ad•anoe aKalnat prooeeda 
to Chile or PIIJ'Obaae or JOO, 000 ton a or 
nitratea b7 an RIC defenae corporati on for 
agricultural fert111&er reael'Ye. 

!Ilia 15, 000,000 plua wbate•ar elee la neoea .. l'J 
to be applied to the 1 .. ed1ate liquidation of 
ex1at1ng exchange arreera owed to United Statea 
exportera. 

c) Up to 12,000,000 to be made uaUable for tba 
i-d1ate iaportatlon of 100,000 tone or coal 
fro• the United Statea. 

d) The reaainder to be aade aYailable tor pa,aent 
tor laporte or neceaeit1ea troa the United 
Statea a• needed at the rate of up to 11,000,000 
per aonth. 

!be Secret&rJ of the 'freaaury baa been oone1der1ng with 

intereat the Chilean aonetan and exchange a1tus t1on aa a 

part of the broad Chilean pioture, and haa deferred &nJ 

aotion pending deoiaion with reapect to nitrate• and Expor\­

taport Banlt oredita. 

RA:Collado:aJo/ion 
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~Oe=•'•'·· 
IIMcooa. ....... Ootakr 15, 19'1o. 

S'l'JIIO!l.T OOIIJ'IlSll'fiAJ. 

S11'1 

&M\-a\ of \Ill lloatblT !!NAol\ 'fl'a4e 1D .... llatarl&l.o 
of tbl Prlaoipal Jino -...cet 1D 'fhh 'fl'a4e llltw• 
...... &114 0111•. 

I heYo tho boaor to rotor to tbie Ooaoulat• '• otrio\17 ooofi4oaUal 

411p&tob •o. 365 or October ... 19llo, onUUo4 18\&t-llt of till llontblT 

TruoU Tra4o ill .... llatori&lo of \llo J'riaoipal l'1rao lllpc14 i ll 'fbio 

'!biro 1o nllooHto4 horlwi\ll a ot&t-t of ....m tra4o ooaiDc\14 '117 

tbl Solltb hot 'fru ...... Uon C....-T duille \Ill -\ll of IIP\-"r, 19'1o. 

StathUoo tor \llio pa;io4 Nlatbc to tiM o\lllr ,.., pri.Doipal fU.. "lllaet 

in trato are not JOt availablo. &MUotioo appaariJIC 1U14ar tiM _.,IIC 
1Doop&toho4 tbio 110atb1 rolato h pot. 4oopatobo4 hoe llallcoon for IY•tal 

obipMilt aorOII \Ill 'bortor I.Dh Chi-. 

4.1 
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ftf.DIIII! or fD IIOI'lKLl' 'l'lWISI! !IWII n 
ILl IIA1'1RULS Bm11::11 ll1lllliA. AliD CSIR or fti: PlllliCIPAL J'lRIIS 

:IIICilO:ID IJ: !Ill fUlll 

September 19lio. 

SOU'1'II 1UT !IWIIII'Oll!!.UIOJI COIIP.liT 

O..luuo4 
laet IIODth 

" 55 

2S 

2,286 

36.30} 

J.n1'fl4 thh IIODth Do-toU4 
foo.e Port thie 110ath 

6 

22 

11, 744 

lew York 

14Torpool 
S1acaporo 

-

42 

61 

!otole }8,672 tone lli,6S5 too.e 10,026 4},}}1 toae 

rue ticuzo hcld.oe }6 wdta ot Labore w iehio.c 52 t oo.e. 

'l'hie ticve iach4ea 12,916 t oaa of atool raua. 
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TREASURY DEPARTMENT 

Utii'TIID .w'ATU CI:IUT -

WASH I NelON 

Spqet, Sh.,&h•', Ql1na. 

S.aretaT ot U.. tftUWT• 

.. eaap tr.. ... lioboleoD. 

1S OcltGbar, litO. 

JladD C2>iaa& r.u.-.bel< 1a """ 1A BaackCIDI ~ with 

11114a B. B. llml• 1lle latter ...S her clalpter 1AteDd to prooeecS 

to the 'On1ted St.atee 'rla cllpper a...ti.M before the ,_ ,...... 

Co H. Olao, aesiatclt piiAII'8l __.,., Cct.ral Truet, 18 D"" _, 

route to tM 'On1ted stetea Tia cllpper. It !a belieftd thet the 

objaot ot h1a trip 18 to aot aa a prin.ta apnt tor H. B. ll\mg 

1n the 'On1ted States. Suggeet that JOil so .mi .. T. V. SO<IIIi• 

• 
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44 

INTER OI'PICa COMMUNICATION 

DATa Oetobc' 1&, 1940 

11r. JO.e.ua 

r..o118 tho c.-un1caUona :reae1ftd trc. the ledera1 BUM&u ot IDneUgaUoa 

olnce llr. Gaaton'a l a et ,.....,r&lldWII to you Cll'a the tollow11J8: 

October e, 0 lDtOZ'II&tlon hu - obtei"""' that OU'I:wl illtlueDCe ill Brasil 

u bo11J8 ererted on the a<>Ttl'DMIIt ot Bresil to cleu&• Br1Uab ud AIMr1.,... 

lnterosta ud create Ill teeli.JI& betw- BrasH e.nd the 11111 ted Stahl ud 

Brl taln throuab uproprlaUon ot l.JIIportant Br1 t1ah and Aller 1oan coape.lliee ill 

BMs1l 10 t hat the Gen10111 would therentter be ebla to deel With Bras11 aeperateJ.T, 

Go.-.> t1l'll8 are also laid to be otter1114 pde tor eerl)' dal1n17 11114 are t&Ut-

11J8 a sr<>"t deal about purchaei.JI& the Whole ot the cotton crop tor e&rl.T lhip­

Olont--tor propag6114a purposes, 111P"J1 1• said to be lntendilla to otr ollnellt the 

United St atel .-~>argo b)' purchaai.JI& .. berplcCIIIIIIOdltlea throuab 'lleat Ooaat Soutb 

IJ<erlcan countries where 10))41o1al oonceaaloae are to be obtaiiWd pemiUIJI& re­

exporteUon ot I.Joport goode Withill • pel'iod ot thl.n7 d'V'I• 1apen 11 &lao laid 

bo JUldJig purcbaaee 111 Bresil, notabl.T ill oaetor aeed, .. u eboTe the nol'llal 

scale . 

October e. •Coo>t14eDt1al l .ntomatlon• 1a to the etteet tbat t ba 11-ae 

1 .. Y. K. Lillee le:Tillg Soutb .Aaer1ca tbrollilb Honolulu and Pac1t1c Gout porta 

Intend, "quletJ.T," to add the poM ot Acapulco , -oo, aa a port ot call 111 

oddltlon to 11c.nsa111llo , lllerlco, altbouab there are no tillanc1al adnntaae• to 

juat1t7 thle additional etop; t be a~~ggeat1on 1a made tbat Acapulco 11 0111)' air 

houra troa llerlco City and would be DON euiJ.T uae4 b7 t he 0.,..... Who go to 

6JlA! trca South Aaor1oa and llerlco, Furt-re, Balboa 1a to be ca1t\ed aa a 

~art or call tor tbo nert two or three ebipe leaY111& l.oa Anaelll 111 order t o 

ovoid t he ODl)' American port at which learoh might be made 011 ebipe Oarryillg 

uterlal or 111tomat1on 111tewled tor South Aaertea. 

October 9, The J'apu.ae Conaul 111 Su lrancilco 1.a reported t o llano 

Stated 111 a prhata connraat1on t hat tbe 1apanaee and tbe Gen1411.1 ware bea-

111(1 tho1r plane upon tbe tall ot Jllsl.and W1 thill tour ..,..thl which would lean 

f.Uttralla to 1apen 111 1'1ew ot the allesed tact that Allatl'&l1• baa - atr1ppe4 

or troops. 

October 10. 1111taub1eb1 hae ae~~t a reprea.,.tatln to LiM, Peru, to neso­

tlate a eontaplated purcbaae ot Per111'1e11 cotton which, 1 t 11 laid, would prob­

ab)J' reaeb a total ftl11e ot *roo,ooo, re~tillg :S,ooo to 11, 000 toae at eur­

ront prices, OD air - t ill' letter o1' credit; tbil audd., 11141eat1on or 111t areat 

cotncidee with an acute depreaa1on 1n Pe'I'U1'1an eott OD ar1•1A& troa the loal ot 

~pean l118'1'kate, and cotton 11 laid to be the 110at wi deJ.T procluoed c-.11tr 
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iD PeN. The Buoo Itall- a Lt.& N-t:., ..,.....t Oft41ta tor tl&aiiUnl 

cottoa c.-pur ( --o-o~, Lt4.) - tr 10-4er .... ,_ .. _ 

rroa tha c- .. u.u -· 
Oowbar 10, Jlr, Roy Sbettw, _..o to be Nla.O to tbe Attoll'tlllr 

oe:ere.l of lltrXico, bU Me app.-- 'Qr a ottloial ot tbe lllllt.o c- -oial 

C~ DiriliOD of BJMD IUohaala Ccoopaq, wlliala 1a the ott1o1al piU'Ohaftac 

~t tor tho TapeliNe tor aorap 1rc., to ., to llaloo a4 'lloiF -"1117 tvr tbe 

· llitwbiahi CoapiUQ'. Two Nt1N4 llllit.O Btataa ~ ottlo••• a.-e.. 8, llol'pll 

oll4 ou Gor<loa, .... alJio M14 to be 1.a llaloo at'-Ptill& to hair __ , tvr 

tho 1apau... '1'hrM llaa4red a4 .....,.,._....., t1u1ra ot 8m'01IZ7 belli& llal4 n 

tho San Pa4ro CU~ .. abO' .. o 'Qr 0aUa4 IIM\N Ou- are aa14 to haft - pet 

ot or4ora ot tbe 11JUD IUobaala C..paar tor 1..,. .. aooowat. The Kl Paao 

CWR ... ottloialo OD 8apt81ber 18, 1140, U'l'eOteO - Anllllr 11:. ~ tor 

"'"'l!&lhiC 4ur1..D& the -.o••• twelft -tba a total ot 1M tluU ot .._, 

but th ... oh1PMJ11;e , a~t:.,, _.. -.t to Broot::.,a, Jlew York, 8114 loo4-81delt, 

New 1orfUI1 , alaare thair INII1i t..ato pro4uotioa a4 wwra ll6t roahippeO. 1'lla Pao1t1o 

V-enable 011 C..J>'UQ' ot Sa J'raaolaoo ~ill bU a ol'llar to 4aUYOr 200 ~ 

ot .. ......,. to no llitni ~. 
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TREASURY DEPARTMIINT 

fO 

JCr. Moleea fit \lie .....U •- lliiM fit ... Terlr pye .. tM fellftlal la­

te,.... loa rocarUac \lie UauMtloae lloh4 oa \lie a$\ulll4 _.._. 1a IWiaa 

.. -·· ..tataiaM ........ llat!.aMl ... 
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.... 25 t5CJO,OOO O...tlto IW•-• 
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1.116,000 ..... o ·~ IW'••, ... T.S 
(for_,..._ 
0 "~ Jk'l•-. IIlla) 

500.000 liiMaO ... ~ 
lta1'•o, lw Toft: 

)0.000 • • 
lAI00 000 • • 

llo.ooo • • 

)0.000 • • 

50,000 • • 

...... 
DIMW M1 wl Do'!tt\!1 N!lt 

:t.k .t llepleo - t500,000 ..._ 0 ••~ O...ti\e %tal'-· 
Oo., lw T.S IMJ.s-, lw To* ... T .. 

UUw ... .t ~ 1,050,000 O...tlk Ita'•-, hot .a .... 
'T ...... .t lo'!tot lw T-" lw T .. 

O...tlto Uals-, 
lwT .. 

... .t-.n-. .. ,.,..._ 
lo Jllu7 lei llU 
P=k'ac Oel'pNMlea, 
lwTo* 

ftntWlOMl..._ ...... 
IMac- 0 I 7• 
lwT .. 

llallw ... t.al II*. 
1'1\lo ...... & 
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TREASURY DI!PARTMENT 

llr. Coohru CONFIDENTIAL 

!!It dx r.porUIIC lllllll<a1 , • ..,...,uoae 1a reciatare4 a\arll.ac vera u follovll / 

loU •o -rol.al ooaonaa £155,000 
hrohaa ... tr.. o-rol.al ooao ... aa I. 2,000 

!lie , ... ..,el a .. erYe leak Hl4 1.2.000 1a Heieter.t ehrl l.ac •o a -r.porll.ac 
but. 

Ia U.a op• .artte• ahrll.ac vaa fil'a\ qoo\ ... at 11.0}-J/11. !be oloel.ac rate 
wu "4,0)-1/2. fraD8aoUo~te of \be r.por\l.ac 1llllllr:a vere aa follona 

loU to oo-eroiel oou ... .,. 1.18,000 
Pvohaa ... f~U~ oo•erolel ooaoena 1.20.000 

!lie Mea fr..,o veat• ... froa , 2321 at the op•111C to .2)1&-l/2 at \he oloae. 
Tod~T'• daollae repreaeata the firat riTerael of U.a upward aoT....,\ vhioh becaa 
Ill the latter pan of lept•ller. 1\ vill lie reoella4 that \be lw111 frllllO roH 
!roe . 2278 oa lept•ller 21 to a hill> ot .2321 ,.ahrdq, 

h for tbe other oarreulea , there ,.,. laproT••" la the Oa• ... Su dollar 
u4 irt;fttlae fr" peeo rat ... 'lhile tb Call.., peao had a alill>\1¥ YMker t-. 
!!at olodJIC qaotaUe~ta vere u tollona 

Oaaadiu dollar 
llw41a t:rou 
.. loll -.I< 
lla:iou peao 
.t.rca\iae peao (tree) 
Jru1UM .Ureia (fr") 
OUu peao 
14ra 

Ve parol\ ..... U.e tolloviJIC •oaata ot colt troa aaraarked aocouhl 

f5l6,ooo froa u.e Juk ot T•enela 
=li6='-,ooo~ tr.. the W.Uoaal liMit of lloaracu 
i5ii,ooo tow 
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!llo Noral leoorft leak _.. Wo ......... _.._ loau wWS..C t72,000 \41 .U 

CalrN Jealt of II. Wft4or, oot\S..C aeUo ae oolla\oral t7o,9Ql 1a col4 trw .U 
Saln40,._ bMI<' I ~ aoo-t, !lao 'oW of .-11 l-1 - OllhtenUac r 
onoulo to t722 ,000 • ooouro4 'T MQ11.,515 1n pl«. 

thoro wore ao aow pl4 ....,_,, roportool \41 u to4q, 

!ht roport of Oo\o,or 9• rooo1n4 froa tllo looloral loool"''o leak of low tort< 
CIYiD& fortip o:r.ollancO pooltloao of bllllll:o u4 billlll:oPt ln lh 4lo\r1ot, Hnlll.ool 
thai lht totel l>Oo1Uoa of ell ccn~~~,r1oo wao ohort tho oqubel•t of .u.!j96,ooo • 
.. ucroott of fl,426,000 la tho obort poo1Uoa, !lao aot oballco• 1a tho poo1UOP8 
aro ao tollowo& 

Aort Poo1Uoa Aort Poo1Uoa laorouela 
Oo'obor I! Ooto'or! Aort Poo1Uoa 

• 651,000 • 1,41 ... 000 • ~·000 4,1116 ,000 ... 615·000 ,ooo 
n.ooo (I.oac) 2 .ooo (I.oac) g,ooo (Door- 1a 

4,a,ooo lf&g,ooo 
I.o=c Poo1Uoa) 

Lalll1 MUlGa 51·000 
J&paA 4,~,000 4.357 .ooo ,a,ooo (Doo ..... o) 
Olhor J.da lo ,000 1.153·000 l09o000 

olhoro eo,ooo (I.oac) 30 .ooo (I.oac) 50·000 (Door-• 1a 
I.o=c Poa.l Uoa) 

!'olal fl0,570o000 t11.996,ooo f1,426.ooo 

' Coabillel poll tloa 111 ropohrool u4 opon -.m.t otorl1ac. 

!bt lo:abq pl4 prloo ,.. 1- 1owol' at tllo oqubeloa\ of .33• 71, 1111'or wo 
pdcel ot tllt equlftlaat of 44.~. ott 1/~. 

Ia I.oll4olh tllo prlooo tlnd tor opot u4 toi'Wol'4 oUYor woro both 1/164. Mellor, 
at 2}-l/24 u4 2}-J/14 roopaoUftl7, !lao 4ollar equiftloah.,.... ~.67- u4 112.~. 

llali4T ll.ll4 Janu'o ootll••• prloo fer forolp ollYor,.. ""ch••P"' •' JI+-J/~. 
!lao frta1U171 t porcbaoo prloo for foro1p oUYOl' wao eloo •ch•l'll a\ ~· 

Yt aot. fiYO purollaooo of o11YIZ' '-'nl1PC 567,107 -·· 111048r tllo 111YOr PvoUa 
.l.ot, Of 11\h oaOIIPto 150,000 o-" roprooOJitool a aelo fl'<le 1-'01'7• u4 tllo ro­
WII1JIC 417 ,107 ouaooo ooaoh\ool of aow pro411CUoa free torolp oo•'r1oo tor fo:rwaft 
dolhu;r, 

' 
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M.I.D., W.D. 
October 15, 191110. 

No. 220 l2t00 " · 

'l'h1e adlltar:r eituation rtpOrt 18 iaeued by tba llilltGT 
Intellipnoe Divieion, General Staff. In vi• of tha oecuional 
inoluaion of political Wonoation an4 of opini<>n it ie claaeifia4 
aa B!!trict.ed. 

I. '!!!tArp -p.eater of Wv. 

1. .., gr'OI.IDCl operetiODII. 

2. Air Force Oper!t1og!. 

The Germana tiXIIcute4 clql1&flt ra141 owr eoutbam 1111--
18114 Ul4 tba JlicD.III<ie on tba 14th. Sinlle pl.- an4 IIIIAll foN&u­
took advent.p of cloud oonr. Qerun ni&ht bembift& wu 41rectecl 
apinet the Lon4on area an4 the 111dlan41. The attacke on LoDdon wre 
unii8Ually he&'f7. 

R.A.F. offensive activities were oonfinecl to tba nijlllt 
of the :U.th~lSth. Effort -.a cliviclecl between the Channel porta, raU 
faoilltiee in Genlllll>-be14 territo17 an4 western GenlanT• Berlin wu 
attackecl at about 2 A .I(. 

n. Mediterranean and. Mrtc• Th!tterll of WU'. 

·lll..I>Or gr'OI.IDCl operatione. Aerial activit7 wu .-bat • 
tenalliecl. The R.A.F. apin ra14ecl Itallen cc.unicatione a1ot1a tha 
llecliternnem -.t and -sa aporeclio attacka 1n But Africa. '!'be 
Italian Air Force bcalbecl aL41 : 11 1n !c7Pt 1114 attacked D&ftl t.azoo 
pte. 

g.mqCJJP 
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Present: 

October 15, l~ 

11115 a . m. 

JAr. Purvis 
JAr. Pinsent 
Mr. Cochran 
Dr. White 
JAr. Bell 
JAr. Young 
Mr. Ballantyne 
Urs. ltlotz 

HLI Jr: I asked you gentlnen to come dc'lfl\ 
in view~wo memoranda which I have been receiv­
ing, one troQ Sir Walter Layton, which gives me a 
l1at or materials , and the other one that ltr. Pin­
sent gnve me last night on the gold and these new 
estimates as to exPenditures, and, rrnnkly, I don ' t 
know whether the two add up toaether , so I thought 
maybe you two gentle~n, I tRke it , eee each other 
cooaslonal.ly? 

Ur. Purvis: JAr. Pinaent and I aet yester­
day, as soon as I arrived. He was i n my office 
nnd we did our best with t he figures, but it inspired 
ae to do socething else at eix o'clock last night, 
getti~ worried that we still do not have that one 
Pi cture, I have sta:ted a coabined statement or num­
bers and value, including tbe tact that we ehall have 
to pr1oe eooe things without knowing exactly what the 
value 1s -- Air, Army, Navy, diVided very s1mply i nto 
trainers, bombers, 1n the Air, and miscellaneous , and 
engines; in the Army, field gun. , other artillery, 
machine suns. I meAA, Just six lusn.dlngs. And then 
tho same with the Navy. And t hen I am putti ng -- I 
hope to have this this afternoon - - I have really go t 
to the point where I reel I have to do it myeelr and 
aee hew it works -- I thou~ht there mi ght be three 
columa: orders placed, order s to be placed, qua.ntity. 
Deliveries, I9•o; deliveries !iret half or 1941 and 
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last half of 1941, and 1942. Value baaed on the 
same periodical division. Now, I hope to have that 
this afternoon. It will be partly baaed on values 
that we know and partly baaed on pricing values, and 
I am hoping to get hold of Ur. Pinaent a e eoon as he 
is done and tie it in with him, because yesterday he 
put it up to me. We discussed it a couple of days 
ago and agreed t hat aa soon aa we knew what Sir Walter 
wished to put on the table as his requirement, that 
we a:tould put it on one sheet. Would tba t be ot aa­
eietanoef I t could then be broken down into further 
aubdiv1aions. 

HU Jr: I t we could have a maater sheet to 
a tart wit!'i and then I could ask for • ••• 

Mr. Purvis: ••••• such further breakdowns as 
you want ••. •• 

HI.!.Jr : . .... arnpl1fiont1ona. 

Ur. Purvis: Well , I came to the same conclu­
sion ~salt l ast night and we got back our statistical 
people tro~ New York -- telephoned and brought them 
back - - and they have been worki ng since the crack of 
dawn thl.a morning. I underata.nd it' a not a long job 
aa long es we keep i n ei mple form. 

HU,Jr: You can have Haas. 
or the can that trerks ..,.ith Raaaf 

Mr. Young: Lindow. 

What 1 a the ria.me 

IG.I.Jr: Didn't he so to !lew Yorkf 

Ur. Young: I don ' t believe he hae gone. 

llr. Purvis: In the menntimo I have filed a 
statement or forward deliveriee. f really t hink we 
have just got to bring 1n one ehset. 

KU Jr: And then you will explain to Si r Walter 
Layton ~I am waiting on the British OliaaionT 
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Kr. Purvis{ I exPlainlld it ~o hJ.m on the 
telephone. ke 1s very worried. However, I told 
him that we were putti ng in thia eheet , 1n the 
menntime, ae a. master sheet and that we would have 
to work dowD :trom that. You aee I thinlt, 11r. 
Secretary, in fairness to hia angie, he ia ~io­
ul arly worried on the question ot type and getting 
orders placed. You have certain broader consider­
a tions in your mind 1n connection with tbe :tinanoial 
picture. 

IDI ,.Jr: I aa, first , Secretary or the 'l'reaslll'7 
and then, second • • ••• 

llr. Purvis: I will give it a name. (Laughter) 

ID!,.Jr: I will tell :you what I call m;yeel:t. 

(At this point, ID!,.Jr talked on the phone 
about Li ndow not going to New York and said, •we 
don ' t want hi m t o go to New York then, do wet • Kr. 
Purvis answer ed, "I would r ather bring in further 
talent. We have i t. • Mr. Young said, "He can 
postpone his tlrip. • .Yr. llorgenthau eaid .a.! on 
the phone, "Hold him here , please.• 

llr. Purvis: We will brinr in further people 
trora New Yorlt and have it done right here .mere I 
think we have the necessary intol'll&tlon. 

Ill .Jr: What I refer to J~~;yaelt ia Kuras and 
he (Young) 1e Aseietant lluree. And I att thinking 
o:t getting Young a n'Ul'ee' e uni tors :tor him. I think 
he will look very cute in it. Onft ot theee blue 
things with a white collar. 

Kr. Purvis: And a touch ot red. 

Dr, White: '!'hose purohnaee :you contract :tor 
are only GOvernment purchaeee7 

Kr. Purvis: Yea and I have here , brought by 
Sir Walter and sent to me by Salter's commi ttee , some 
eetiQatee -- I don't know whether Kr. P1nsent hae 

• 
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more than this - but we haYe osrta1n est1~~ates of 
the timber purchases and pulp paper. I don't know 
whether you have them. 

Ur. Pinsent: Not in detail , but I have from 
Phillips, by telegram, 1n a very aummar1~ed f orm, 
hie reVised eat1oatas of our purohaaes, over-all , 1n 
the United States and that ia 1nf5 ot the dooumenta , 
aarked 1 01 , but I have to oonteea at the outset that 
theee figures do not add up and oo~1aon of the 
various tables and co~leon with the Purohaalng 
Commission's figures 1s bound to show discrepanc1ea. 
However, I think those d1acrepanciea are probably not 
very s~rious. 

Hll Jr: I think it's only fair 1f I ask that 
you peo~o the worrying and get them to add up 
and as soon as they are added ~o , let me know and I 
would like to eee you two gentlemen a~~:a1n, but, I 
mean , they obviously don ' t add up. 

llr. Purvis: Would you be willi ng -- I think 
the lest time you brought this point up ~as at lunch 
w1th Phillips here and you pointed out , or Ur. Bell 
poi nted out , t hat our purohaaee were running 3~ of 
t he field. I think that waa the figure . I have an 
iden, as we forecast into the tuture, there w1ll be a 
larger percentage and that will be one difficulty in 
checking such data as we oove on the controls. We 
uy have to 1118Jta an assumption to do soe~eth1ng of 
that ltlnd, don't you think, Kr. P1nsent? 

Kr. Pinsent: Of courae, the expenditure of 
the control s is not the whole etory, because there 
nre 11 lot of expenditures by private buyers under the 
controls. 

Ur. Purvis: That's the difficult y. 

Mr. Pineent: And the third document , Docu,...) 
1 0 1 , gi Yea the best figure, r eyieed figures, Which 
Ph1llipa had sent here on which I hope to have more 
detail. That gives it for 12 months without break-
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ing it down aonth tor month. The obJeot ot Doou­
aent 1D1 , i•perteot aa it ie , waa to try to g1?e 
such indication aa we could ot the extent ot th1a 
expenditure month b)' month. Here we could only 
do it tor the Purchasing Commieeion'a e:a:penditurea 
and we have to euppoae that the reat ot the e:a:pend1-
ture8 ie,roughl)' , regular. But th1e document 1 D1 

does , at all events, serve to show one oonoluaion, 
I think; thl\t 111, aa the monthl)' l111bil1t1ee under 
exiati ng commitments level down, new onee under nrc­
posed progrAoe are going to grow uP and monthly ex­
penditure ot the Purchasing Comciea1on 1e bound to 
be on a rising aollle, so we anticij)l1te our monthly 
loss ot gold and dollare would alao be on a rising 
scale. 

RU Jr: Ot course, to ae, it 1e very obYioue 
that p~ eo on )'OU people are going to have to 
clear everything through t he Purchasing Comm1se1pn. 

Ur. Pinsent: That would be a great advantage 
11' wo could. 

5? 

HIJ Jr: And I Just can't understand wh)' )'OU 

don ' t . ~e, tor example, th11l thing you have raUed 
about the cot ton people . That's a private tr~eaotion, 
and as such there ie nothing that I can do. I can't 
f'O to the banlte and say, 'Look, ao-And- ao. 1 In the 
first place there is nothing I could do, but if it 
,.as something for tha Purchasing Coa"\1ea1on and waa 
otflclnl it would be another question. 

Mr. Pinsent: Yes. 

H!.I.Jr: And llr. Bell and I diecusasd th1a thing. 
I don't see "hat I can do wi th that k ind or thing. 
I t ' s a fairly private transaction and I can't dictate 
to the bank a, even it I wanted t o. 

ur. Pineent: I suppose one or t he .oat iaport­
an t reasons for 118k1ng our l]Urchaaea in that we.y ia 
t hat there ie the whole uch1nery in existence tor tr,od­
ing in cotton and our people are reluctant to abandon 
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th~t machinery and try to eot up something entirely 
ne , . 

H!.! Jr: If t hey could out into cotton and 
thinr,a ~that the enme force and drive that they 
have into the R. A.F., maybe t hey will get somewhere. 
Ae I under stand it, there if n fellow does not make 
~ood he ' s fired. 

!~ . Parvis: I don ' t think that the Secretary 
ie aslting dilit ex1!ltinl" '!:>uyi lll! oethods be changed 
but existing i nformation be channeli ted and I donlt 
think there is any necessity of cl'Angi ng the purchas­
in~ channel provided it comes into focus. 

58 

~ Jr: I have so~eth1nr else in mind. I mean 
payoent~unds. I don ' t any thn~ Jones and Smith 
should not buy with Seith and Brown 1n the United 
States , but ~hen it comes to clenrlng his funds it 
seems t o me that, I don ' t kno~ , but I should think 
th~t he "'ould go to the anMo place in London D.nd get 
a n i mport l icense for eo many pounds and thAt would 
be arr anged and furnished by the British Treasury i n 
dollars , but evidently they don ' t do it t hat way . 

l!r. Bell : Wouldn ' t thnt go throueh the Ex­
chall£'e Control? 

H!.l ,Jr : llo. 

l!r .Pinsent :I don ' t ltno., .. :'lilt the hlstor-J is, 
but I believe t ae Board o f Trade i s responsible for 
issuing i~rt licenses , but ita policy i n that re­
spect has to agree with the Treasury because of ex­
chanre oroblems . 

HU Jr: But, my dear l!r . Pinsent , if 1t did 
these poo~le would not ';)e haVi i!F thei r troubles in 
connection -.1th their money. I Ml no t thinking of 
channelizing , except funds , a nd evidently they are 
not doi!ll" thn t . 

Dr. White : Th1a is n p roblem of exchange 
risk and I tAke it that t he matter iR reaching that 
atare wnere all questions relnt1~ t o the exchange 
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risk and payment& could be undertaken t hrough the 
one authority , the Trenaury. I think t hat is 
whut tho Secretnry has in mind, without in any 
way interfering with the noroal purchasing aut hori ty . 

lt!,Jr: You have i t , Rt\rry . I r.:enn , it's 
exchange and ~oney , etc., and so on, because I 
imagine you have private oonoerna competing wi th 
each other seeroingly for dollars, which 1a rather 
stupid. 

llr. Purvis: I don't underst~~d its ~orkinga . 

~·! , Jr: Well, evidently!~. Pinsent doeen' t 
either. 

Ur. Pinsent: It i s correct , llr. Secret~ry, 
~hat the excfuir.ge side 1s cleared not actually through 
the Trensury, but under ehe supervision of the Treas­
ury. All requests tor exchanve have to be put in 
through one of tho bnnks who have certa in -- ttho are 
nllo,1ed certain diooretion themselves to approve or 
disapn~ve under certaln rules, while certain claseeo 
ot cases h.-we to be referred t o the B'lnk or ~land. 

The Bnnk ot ~ngland does all the day- to-day decisicn 
ot that kind, while questions or policy are discussed 
currently bet,1een the Bank ot England and the Treneury 
and are settled nnd the bank proceeds on that ba81s . 

!!!! , Jr: There ::Net be a gap aome .. here. 

Dr. Nhite: Here is a case where ap~~ently 
the American cotton exporters and b.'lnke who mibht 
finance and t:>.lte over St erling don ' t wish to talte 
over certai n exchnn; e rieke and as a consequence or 
.hat there are aooe obstacles in the path ot the 
acooth trana~se1on ot co~ton . That oueht t o be 
socethi ng that could be relatively simply handled 
if all euch mattero were oh.annelled t hrough t he one 
organization, as the Secretary has i n mind. 

Ur. Pinsent: I th.lnk it is ch.annelled th.rough 
our Treasury worki~ in consul~tion . 
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HI.! Jr: J.light I euggeet thAt if you could 
fi nd out ~ore why thiG question wae raised and put 
up t o met You might eay I don' t understand it 
and if everything is working so smoothly, why do 
they have to rai se it? 

Ur. Pinsent: Yes. I only meant that these 
problema do reach our Treasury regulation. There 
ia no gnp in tthe sense of the Treaaury not being 
acquainted with them, but how to solve this partic-
ular problem I don't k.~ow . It looko l i ke it wil l 
have to be discussed between t he Bank of England 
and banks here through t he ExchAnge Commission in 
London. 

Dr. White: But isn't there a question be­
tween means of payment and the ordinary run of 
transactions and I take it the Seorete.ry is inter­
ested to an i ncreasi ng extent in the me~ne of payment . 

Ur. Pinaent: Yes . 

IDJ ,Jr: May I drop that subJect and may I say 
something, very frankly, and in the interest of both 
Governments . I have reAd your statement -- the 
meesnre from Sir Frederick Phillips, dated October 
5 , in which he said •we are f ar advanced with a 
special and careful study of our dlraot investments 
end whilst the numbers are consi derable we are not 
very hopeful t hat we can jret ttnY subst antial ~unt 
of dollnra from this source owing to the manifest 
d ifficulties of making sales to American in~eetors ,• 
and I am going to say just ne lonr aa Ur. Gifford is 
here you never will. 

Ur . Pinaent: I don ' t think thi s is being 
hftndled through Gifford, Ur. Secretary. 

HK Jr: The reason I any lw. Gifford, Just 
as long~ .• Oiftord io in ohe.rge you will never 
ra1ee a dollar . 

Ur. Pinsent: What I understand is this is 
being d1eouased in London between our Treasury and 

• 
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the holding compan1ea in United Kingdom, but 
Phillips appe~ra to hRYe found that that waa the 
the beat approach to the matter. 

HK Jr: 1 Particulnra ot direct investments 
and augge~tiona tor the sale ot everything noa­
eible will be tully and frankly put before the 
Secretary ot the Treasury tor h1a advice and guid­
ance. • IF'lat I am 88)'ing ie, 1 '1e have consulted 
Mr. Oittord who ia re~~rning ahortly to u. s.A.• I 
ao eaying Juet ae long aa Mr. 01ttord ia in charge 
ot that, you are not going to ralee a dollar. 

Ur. Pinaent: I can aaaure you he ia not 
in charge. He Iiila been consulted and he baa re­
turned and I have talked to him, but the ·actual 
queet1on ia being eJQ>lored in London between our 
Treaeury and Briti sh ho!d1ng compftA!ee, because 
it ie believed they would have the beet meane ot 
auggeeting how the inveetmente could be diepoaed 
ot here. 'lhether Oittord will be aaked in any 
future stage to take any further hand in the matter 
I think is entirely undecided. 

HK ,Jr: You underetand me? 

llr, Pin8ent: Yea. 

HK,Jr: P1naent and I talk .,ery tranltl7. But 
t hese are eerioua times, you knon. 

llr. P1nsent: Yee. 

~: And I 8!1 particularly saying this , at 
t h1a t~ view or what .1\l:lbaeaador Lothian said 
that llr. Ph1llipa would 11lte to oo:ce baolt to the 
United Statee and I told h1m I would be delighted 
and he' a oo~ng about the 20th ot November, eo I 
do hope it he's going to aelt my ndvioe at that time 
th~t he put in eomebod;y1 tor lack ot a better name , 
aa liqUidator , that i t will be somebody other than 
llr. Gittord. I hAve triad to advise Mr. Oitrord 
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two or three times and he never took my advi ce 
so there isn't much use in my talki ng wi th his. 

Ur, Pinaent: Well, Mr. Secretary, I am 
very sorry to bear that. I hope you believe 
that if ~~. Gifford has not t sken your advice 
it is not through any heedleaaneea or lack of 
thought . 

HK Jr: To make it plai n , it ie much easier 
for ce to ' call up J. P. J.lorgan or hie partnere and 
tell them what I think rather than call J.lr. Gifford 
and have h.1m go around and aalt l.lorgane what to do. 
It he 'YOuld rather take Horgan 1 a advice than lll1ne, 
why bother me? That's what he'• doing. I know 
a number of partners in J.lorgane. Ur. Leffingwell 
offered to come down any time. He eaid he would 
drop anything and if I want to aek Hr. Leffingwell' e 
advice, whom I t hink is a very high-class citizen , 
I can get hie advice and I can suggeot to him what 
to do and I don ' t need Mr. Gifford. But Ur. Gif­
ford has had ampl e time and opportunity to do some­
thin~ for the British Government alon~ these l i nes 
and he has not done a t hing nnd I don• t think he 
ever will. 

}~. Pinsent: Frankly , I don ' t think he has 
been asked by the British Gonrnment. He was con­
sul ted while in London. I a poke t o h im on the 
telephone after his return and I understood then 
h~ had not been given any ins tructions to do any­
th1nf.' . It was bei~ eXJ>lored and handled in 
London. So if he has not done anytbins about 
that, I don ' t think it's hie responsibility, be­
cause be bas not been given any 21aaion to handle 
it. 

HU Jr: Well, I made the point, the time 
t o do t~hing ie six months before you have t o 
do it. 

Ur. Pinsent: Yea. 

l!lo! ,Jr : I have made that point right along 
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The time is six months befor e you hAve t o and not 
wait until the t i me comes when everybody knows you 
have to sell . I don ' t need anybody t o advise me , 
I don ' t care IYhether it ' s a bushel of nppl es or a 
buohel of securiti es. The time to sell i s when 
you a re at ea se and not when everybody knows tha t 
you have to r~iae aoce money and I heve been try­
in~ to get that t hing across to the British Govern­
men t a nd the time is not when you need the money 
but when you don' t , end that tice is now, but I have 
onde no headnay on the t hing, and in view of the 
:neesare I got from Sir F'rederiok Phillips, last 
ni~ht , I thin£ this thing is very cuoh to the poi nt 
and I think the thing about South A~ericon securiti es 
ia very much to the uoint. 

l~ . PinRent: I hope very much , in fact I 
feel sure thAt Philli Ps will be oending something 
on South American securities. 

Hll Jr : FrarJtly , this whole t hing o f Sir 
\7alter ~n oorlling in and givinp, me one piece 
and than wanting an answer tho next day and then 
in his letter not saying I am going to tell you 
about the Uerchant llari ne , somet hing else , not 
havinp the t hin& in units of dollars , a nd where I 
spend over half of ~~ time tryinr to be helpful , but 
I had a very bad week-end due t o Sir Walter Layton's 
ce:noranduo. It Just ~o~~ied =c sick. And t hen 
t!lis thing cot:lir.g on top of it rr.a!tes 1t that much 
worse. 

We get the reeling -- we are talki ng in the 
Treasury family ~- j ust ge t t he feeling of lack 
of uni ty and drive and pur~ose , which is very upset-
ting. to me . It ' s very upsetting. And , as I say, 
the things I say here are only in t his room, but I 
do think it ' s time they pulled these loose ends t o­
gether. 

~. Pinsent : I entirely arrce ~ith that , 
Hr. . Secretary. 

Ur. Purvis: Perhons ~c should try to put 
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our heads together and see !fhat we can do. 

!11.1 Jr: Don't burn yourself up this after­
noon. ~ all tied up. llo uoe. You are al­
ways under 24-hour pressure so if it is ready to­
morrow morning , tomorrow morning will be juat as 
good because I can't do lt this afternoon. 

Mr. Purvis: I have juat received word my 
end will be ready in an hour. 

Ur . Plnsent: Inasmuch aa these r~es 
a:-e I waan 1 

1; o."are yeaterd.'IY that Ur . Purvis 
could get an i mproved study ao quickly and I par­
ticularly dld not "ant to keeo you waiting and I 
thou~t I dld right to send you theae fi~es ~httl 
we get something more perfect. 

HM ,Jr: No. I am not 
want to r et it over to you eo 
reflect it to your suoeriora. 
tul because I feel forceful . 

or1ti oiz i ng you. I 
you can , in turn, 

I am beinp; force-. 

that . 
Ur. Pinsent: I am very f"lad "hen you do 

HUtlr: After aJ.l , you are my avenue or 
communi oa on to the Treasury. 

Yr . Plnsent: I nlwaya like to have a kick 
behind it when I send o.nythi~ to the Tr easury. 

Hl!,Jr: So I ar.1 only talkln& with you so if / 
t~e cables reflect how I reel, you can get it back 
to the Sritis~ Treasury, but I don ' t, aa I aay, want 
Purvis to burn himself out tryinr to get lt this 
afternoon. 

1~ . Purvi s : No. I understand. And it's 
easier to get our muniti ons !iffurea end. I got 
oome data on Friday end some yeot erday and I think we 
can now put ourselves on one sheet, but I say·aga1n 
that that has to be extended t o give you the fUture. 
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Kr. Pinaent · We are depending on London 
still for figuree that have not been made through 
the Purchasing Co11m1ea1on. 

HI.! Jr: Let ma ask you. I am lunching to-
day wit~ Stimson to talk about Sir Walter Layton ' s 

memornnduo. And where does it stand as far as the 
Britieh Purc~ae1ng Co~aeion ie concerned aa to 
purchases or kind or materiel on the lists. 

!~. Purvis: We go ahead, if perml.seion were 
granted by the Defense Advisory Co~1ttee and the 
Secretary of War and yourself, to place orders tor 
those types . It's the type question which has, or 
course, been holding up certain or these orders, bu t 
if permits were given today we would proceed to place 
orders working in, we hope , with the R.F.O. financing 
t hing to t he extent the type question would not, aa 
you warned ue, make it impossible in certain caaea 
becauee a product was not ouitable ror u. s. defense. 

~Jr: Let me ask you this question. I take 
it Phil got thia meaeage to you. The thing we 
were eending up to Neq York for was to get a list of 
thinge you already had on order. 

Ur. Purv1B: TJ-.at I have already banded him 
in volume basis, t he orders that ·we have placed, but 
they do not cover any items that are on tho list that 

was in Layton's memorandum for t he very good reason 
the t all of those have been held up pendi,.- permieeion 
to place orders !or such types. That is the position, 

isn' t it? 

Ur. Youn~: Yea. That ' s correct. All of 

t hese requeetaor clearance. to negotiate !or odd 
types or gune , British types or rune not standardized 
wi th ours, have been held up for study and attempt at 

standardization and the Army p~ran, in order to find 
out what excees capacity might be available after our 

orders are placed, which coneivably oould be placed for 
odd types . 

Ur. Purvis: And our effort has been to come 

Regraded Uclassified



-14-

into the complementArY field. I thinlt, on tbe 
whole, aome prosreu baa been llllda. I t etUl 
leaves ua eome problema or 25 poundere and . 303 
ritlea and a certain amount or 2 pounders. 

Ur. You~: I think llr. ll:nudaen made it pretty 
clear to sir i~tar that probably the beat that could 
be hoped tor in that ~onnection w1th that , we might be 
able to turn out forgings provided you could do the 
machine work on guna tor odd typea. 

llr. Purvis: I waen' t preaant at that, but ac­
tually no ordere have been placed tor t hat parti cular 
list. In order to bring it into focua, on mJ sheet 
that I am givi ng you todAy, I am hopii'E' to show items 
tor which orders have been placed although they are 
not the same typea. 

HM J r: The other thing Layton kept throwing 
back at~e ~where you say you want t his and we 
want l,ooo,ooo r1tlea~ Oh, yesl It we give you 
those, you are going to ask for the ammunition. • 
You be ready tor the answer on that. That 1 s why 
I ask how much powder and ammunition you have on 
order. .!he t thing would be sort or synchronized. 
The whole thiDG would sort or follow by contha. 
You know the ammunition is cocJ.ng alo"l'; that you 
will not have to aelt for add1 tional alalll\ln1 t1on. 

l!r. Purvis: I think your men may need to 
work on it in order to produce exactly what the 
Secretary wants, but today Ur. Young has a list 
showing forward monthly deliveri es through 1941 and 
1942. 

~.Jr: If you could do it Just the way I 
got the requeat in for pursuit ah1pa , by types. 
What I have in mind, ~or i nstance, The Curtiss P-•o 
does 360 milee and you are going to cet that troa 
now to the fire t of July. Then Bell come a along, 
which does alcoat 400 milee an hour. Then the next 
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order you want 1a aocething wh1ch ia a little bit better. 
How, I want the same thing on boCibara. 'l'he same thing 
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would be part ly true with guna. Ii' I could start 
and cay, you have on order so many tanka • • •• • 

ur. Purvis: That's right . 

KU.[r: •••• and those begin to be delivered 
a t auoh an auoh o. d11te. She. Then a tanl< ahee t , let ' s eay, and t hen guns tor the tanks and the ammu­
nition for the tanks. I don't know whether it ' a 
divided up that way, but youcould get tor me-- some­body haa to say , it you are going to get 5 tanka a 
day you need so ~any 30 or 50 oalibera; you need ao 
~uoh of this or that . If you had a sheet on that eo 
you oould foll ow the thing along, so when the time 
comes for delivery you can ea7 either we are goi ng to have machine guns and ammunition in t his country 
or that country eo that t hat unit or whatever goes 
"1th a tank corpe unit would be col>]>lete. I em not 
a ID111tary can, but that ' s t he orderly wny and i t' a 
the same thing w1 th the a i rplanes on order. Rave you 
enough machine gunR in t his company and amlll.lnition eo 
that when they get over there , they will not need am­munition, maohine guns or engines? 

llr. Purvis : That 1a all right. Our general 
instructions i n rerard t o t he progra~ fro~ July 1, (before that it wae spasmodic buying) --wa have bean 
authorized t o build up ae tait as possible oo~lete 
units , balanced, ot everything and th~t is our pur­
pose . We did have to cable back to London and say 
where some thln~e are easier to get than ot hers, where 
it ie possible to get a shell for a gun before we can 
get the gun, do you wish us to ship such ahalla aa we con because it adds to factory production on the other 
aide? We got t here authority to &hl p them component• , 
but not to deviate from the view point to arrive at the 
point where a bsolutely balarioed unite of everything 
a re going acrose, and that i e the dominating position 
behind our ordera. 

Hll Jr: After all, l oan 1 t tell you what goes 
into a !!IOti!e t11nk corpe, but certainly t he General 
of a tank corps knows. He knows he has to have so 
many ot this and eo many ot t hat and the enme thing 
woul d be t rue in an artillory unit . In these abaete 
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wl1ioh ;;ou could make up for me , "h1oh would be moat 
useful when they come along ~nd say •we need so cany 
d1v1e1ons for eo many ar:>iee and we are aaking for 
the 25-JXlunder to go into this ar:DJ'. • •now, we 
are very sorry, gentleoen, but we could give you t his 
thing, Just as an isolated piece , to make up a definite 
unit . And I th1~~ the nooner you can Ket that --
after all , when we set up ao many orders and so many 
of this and that , it's all-around equipment to put an 
ar~ into the field and Juat -- I ~ean that you ~nnt 
so ma.ny or this and eo cany of that , -and then knowing 
what yo~ production is we cicht say if you could t ake 
a little more of this, maybe we could do this, or vice 
versa, but that ' s what it re ts down to and I sti ll 
don ' t think we have enough information available. 

llr. Purvi~: The difficulty of getting a balanced 
unit is due to the fact ~ have a certain aoount o f pro­
duction in Eng l and and part is required here and t hoee 
a re the quantities t~~t Layton has got down for the 
particular i terns he has stressed. 

Hll
1
Jr: But I think he has to do it in terms 

of units . I f it is a t ank corps uni t , all riGht. 
7hat does he want for a tank corps unit? If it is 
so C.!l.."l:r squadrons for t he air , what do y011 need tor 
ao many squadrons? If it is tlObile aray or Home 
Guard, I think you have to do it in military terms 
a nd I can envisage t he production schedule nnd there 
'dll be certa i n blank spaces. Th1s t hinr ''ould be 
fixed up as to what you can do in Engl and a nd blank 
s~aoes of whA~ o~-. be done here. 

Hr. Purvi&: ~nat l e indicatedon t he first 
sheet . 

HU,J r : But it I was the head ot the Quarter­
mas ter Coros in this country and General llarsilall 
wae gl ven t~tla, I could ne t ~ol'lt from t!mt any more 
than if I was in charge of an automobile factory a:>d 
had to t urn out eo manY oar a •••• 

llr. 
broakdoiln. 
the result 

Purvl~ : It' s true we have not r iven the 
Layton has c 1vcn the net fiKUre whichi s 

ot all the caloulntlons given to him before 
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he lett b)' the Arrq. He baa arrived at the oon­
olue1on& eo many field gune needed to balance up 
the field guns required •• •• 

I!IIL.t~: I am not trying to make haste slowly 
and I t'lii'iilt~ou will 1'1nd a lot ot the thinge he ha. 
there he can t get and 1t will get down to eubatitu•e• 
and in order to substitute I think we wlll need more 
information and I think one ot the eae1eet things to 
etart with ie we use tanke to etart with. 

llr. Purrts: On tanka we are endeavoring to 
aaalte thelll a dellnitely balanced unit w1 th guns, w1 tb 
a~~~~:~unlt1on, with radio, with ever)'thi~ in the tanlte, 
and the tank crowd are working on it. 

Couldn' t ~ir: You have got people over here. 
we uee ae an example? 

Ur. Purvis: All their ordere are not placed 
yet and we don1 t have the blank epaoee which the Sec­
retary wants. lbat we have le what has been placed 
ae distinguished from the blank apaoee. 

Hll Jr: I see a big blackboard and this thing 
1a Uow1n8 through. You are go1rtg to have an ae­
eembled tank and whether your eub-aeaembly places are 
in a factory in the United Statee or EnglAnd, when 
t hie thing 1e through you want a complete unit. The 
blank epacee are the onee where you eay'we eiaply 
onnnot till those. It 1 e up to you.• 

Mr. Purvis: Well, on ordnance, ~ ordnance, 
I think you can take it thAt thoee net figures are 
undoubtedly tjpee,particular de1'ioienc1ea,at the date 
g iven in the memorandw:l. We have not covered tanka 
because tanka were going along well. I think Layton 
hne confined b1mael1' to artiolea which are held back 
by the question ~1' ~tandArdizatton. 

Hll Jr: I want to mAlta it everything. 1fha t 
I am as~you in not in any way holding up Mr. 
Stimeon and he got it on Friday and I a m seeing him 
at lunch but rbAt I am talking here ia my first 
duty aa Secretary of the Treaeury and I can eee the 
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otl:er tllilll"a that "Till a ri se. tlltybe St i mson has 
1111 the answe1•s 1 but from the 11ny he tnlked yeste r day 
I <lon ' t think he has . He ' e JuAt ns bother ed A & I 
l•t•l nr.<l t!ll\t 1 s "'hy "te nre hnv1nr, lunch toge1:her . 

1~ . Purvis : quite! ~~- I in t his naster 
o •• eet I uny I still put 1n o t t:\e bef;1nn1ng - - f ill 
•out 1 nnd fill out And fill out -- b•Jt I t :'l.l.nk a t 
t _,. be ·1nn1n<; 1 fL-ures to go on one sl:ee t 

1 
the l"hol e 

picture as far as ,.e have 1t nnd tl:f'n make it lAt er 
AI ,.c ·o P.lon-. 

H:~ • .:r: I .-1_11 r-i ve you 11 roo<! lnw:~. Phil 
~" t .. !s .-lr")lane t~J.n..·· !.n t . .le '!'lOrn!.n- . I sa i d , 

•s~ e., 'U'Our.-i bei".lnd :v e':o:.~lcler. • He !ll'id
1 •:;o

1 
~. usl' : con ' ~ el(!)lt>.ln 1 t . • So I anld 

1 
•-.ven 

1 lr ~ 1 s Ju~t :·.avP. " little fun :~ t ll o 1 clocl< a r.:i a sk 
: :' . Purvi" to exol aln 1 t I. ana ?..11 01' id 1 t ""0Ul dn I t . ,. rr ir. So he I 8 your friend . 

!cr. Purvis: I am nfrn1d I would bor dol'Yn . 

H:l ~ Jr : So he sent it bnc1t nn<l 1VS ill'\'e hooes . 

!:,., Purvis: 71ell 1 certnir.ly ..•.. 

E:, J r : I ·:1• not '<no•· t!\ll~ you ,..e::-e -ett1ng 
'O".J:'"li ~ s .• 1;>s ,...1 t.i: Allison -~ ·1ne3 trou t:ort:J A~erica. 

::r. Pur·11s: I t ' g ners t'o -.e . 

:r~ .~!" : : d1ln1 t ·:no·-. 
--:.te . .ore or: Al ~1sor. . 

So it Jus': a:.ooos that 

: ~ . Pu!"\"'.i.s : I !"le· .. u, t·;; ::"""' Yor~t and deli b­
~r ~ly •-ent into ~:.1s notor c:.o~ n,-:cl rnn i nto :~ . 
Slot1 n. He talked to oe -- i nd he ' s -::oat ent!:us1ast1c 
•n 1 •?o':P of his convera~ t l.o:'l ·i t:"l you ;nost en-;hus1o.e­
ticn ll;t - - and .. e said ~ltnin 90 :l.nya 0:1 Continental 
I.e .;elil3ved 1 t v-ould be in exceoe nnd he said 1 "You 
no~d fncts nnd ;;he Secretlll':t won~s fnct• . I will 
·,, ve >rc'>f,red how :rvu~y Allison errinPs ,.,e s!lllll hAve 
ll'll' llo 1e ln t h.? t tine " anu he ' s nronnri:v- so:nething 
~0 de·r.-lop t:11s o;ituatlon rurt:.er . 

70 
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, .{r: 'l'hey are ooaing along. 'l'hey Jlllt 
enginee n o all the ob&eeie they had under the 
tent•.• 

J4r, Purvh: 
He eaid, 11 had to 
ation etraight . • 

He aa1d they had a lot ot grief. 
take 300 people to get that eitu-

BM~Jr: Well, again they did it , but they should 
have doni""It a year ego, But it1 e ooaing along beau-
tifully, 

llr. Purvie: Be said he tal:ee hie hat ott to 
every nlrpline engine he eeea i .n the elty. ,,t: Have you· (llr. Young ) had any luolt 1n 
ge tt 1ng one engine tor h1m1 

on it. 
llr. Young: llr. Bell, ot P~ttereon, woe working 

HII,Jr: J)o you want to make a note to oall up 
on it1 

llr . Young: Yes, air. 

~: And another thing Phil, when you eee 
the BritriEIPurchaa1ng U1aa1on f would love to ·have 
the reeulta of the tirat tlight 1n England ot the 
P-40 -- when ;you eee them -- or a.ny other new I.Qerican 
Dodele that they have. 

llr. Purv1a: ot course, t he ::an who 1a co:lling 
out w1.ll bring something ot thAt nature. 

Hll Jr: or 1t the;y b&vo any other, but par­
ticular~e P-40, the t1ret time they bAd a tl1ght. 
I think it lfOuld be very inter.,ting. 

Mr· Purvis: Yes. Pertormance . 

~~~= OUr people are particularly interested 
to know~ the 60 caliber gun will do, because, ae 
we understand it, your Spittire Hurricanes only has 
30 and they can't penetrate armor, and here 1e the 
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50 onlibor thing on the P-40 and our people are anxious 
to know whAt eucoeos you have had. 

l.!r. Purvis: '!'"oat maohlne gun si tuat1on is de­
serving or the greatest push we can put into it. 

IIU J r: llo.., .. hen you have your master sheet , 
give me~ng and I will arrange my schedule so as 
to aee it. 

l!r. Pinsent: l!e.y I cou baolt to aooething you 
enid tl iiiiiute be tore, when you ellid the time to sell 
is 6 months be fore you have to. I don't want to cis­
understand it. I don't think you mean to imply that 
we were wrong to albir down our sale. after the market 
dropped in Yay, or a.re you thinking of direct inveat­
mentsf 

HU,Jr: I am thinking of direct investments. 

Ur. Pin sent: One other question , 'flhether you 
have any suggestions as regardo the method by which 
South American securities could possibly be disposed 
of here, because although I am a ohild in the matter 
I onn see some of the technionl dittioultiee. We 
will htlve to start recapitalizing the concerns on a 
dollt.U' bas1e. • 

Hl! Jr: I don't think it1 a any secret that the 
Arcenti~ are eending up an impOrtant financial. 
miaaion to come here, I think, the firet ~ek in No­
vember Md one of the thinr-s on the agenda is the 
question of English securities and I saw a reference 
in the paper to a big meAt And rrain deal between 
En~lllnd and the Argentine and it oeems to me thAt it 
En~lnnd is e o1ng to buy X millions ot dollars of beet 
trom the Argentines thnt they Dight pay tor them with 
English securities ot the Argentine Street Railways. 
You seet 

llr. Pinsent: I haven't cot the pnrtioulare 
Yet , but I believe something 1s being arranged, but 
I t h ink it only covers Argentine Government securities. 
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RY, Jr: Well, whateTer it i1. I t micht be 
a three-cornered deal. We might be helptul to the 
Argentinas. I mean, I haTe even thrown out that 
euggeati on that , for instance , u1e the figure 10,000, 000 
or 50,000,000 and they have to finance it through 
taking your securities. We might help them with 
a loan against the credit of the Argentine Government ~ 
and give them time to pay for it. ~ 

Mr. Pinsent: Tr~t 1 a very interesting. 

HK.Jr: You get the ideal 

Ur. Pinsent: Yea, I do. 
eat1~. 

It' s very inter-

Hl.t . Jr: •we will aell England $50,000,000 worth 
of beer and we will take in payment $50,000,000 of 
eaouritiee held by the Britieh of Argentine public 
utilities. • Then they come to ds and say 1Will you 
help ua to finance th1s deall" an~ ~a say 1againat 
the credit of the Argentine Government plus these 
saouritieo, we will lend you the money and you pay 
us back over a period or time . • And we have that 
in mind and I am glad to r-~ve this chance to tell 
you thnt. 

Mr. Pineent: I am very &lad to hear it. 

HI.! Jr: I understand the thing rune into hundreds 
or ailllo~o of dollars and hero'• a chance for you 
people ~o make a three-cornered deal and 1f you have 
any aaourities in any other olace in South Aoerica 
and you want to buy, we atand ready -- I aa not aak-
ior a commitment - - to look into t he lituation, but 
I have told llr. lfellea and I han told the Argentines 
that I hnd this ln mind and that 1 a one of the prin­
c i pal reasons they are coming up here . Doesn't it 
aound interesting? 

Mr. Pinsent: Very interoatinc. I would like 
to eend th&t to LOndon at once, because I think t hey 
ought to be prepared to Join in the diooueeion i f the 
development Justifies it . 

!Ci,Jr: I read in the paper that there was 
eoa:ething going on between the Brit1ah and the Argen­
tinea. 
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Ur. Pinsent: We have not ROt r.articul.ars. 
If ~o bought more Argentine products , they should 
e1 ther talte payment in the tor1n ot Sterling, Ar­
gentine securities or, what comes to the same thing , 
they should use their surplus Sterling to r epurchase 
some or these securities . As rnr ~s I gathered, I 
thinlt some arransement has been mde in which only the 
Argentine Government' s securities are involved. 

~i~Jr: I think it is a rather neat one, 
because . e loan is to t~e Argentine and not to you. 

!~. Bell: Th3t1 a right . 

Hl.l
1
J r: What 'Te onll •a nitty• . 

J,lr. Purvis: "A natural•. 

HU
1
Jr: Yes. And , as I say, that 's one way 

and in vie" of the Ambassador ' s messacr e last night 
from Sir Frederick, I should think t h1e should be 
very much up to the forefront. 

Hr. P1nsent: Yes. 
hear that . 

I nm very g lad indeed to 

Hll
1
Jr: As I ~y, t hh is not a colllnltcent with 

ce , on my part , and I have not discussed it witt the 
President or with my people, bu~ it1 s my own idea ot 
a possible way. I would muoh rather cake tbe Argen­
tines a loan on that baoia than I would on their ~col , 
tor ins tance. 

Now, are your (Purvio' )decks elearT 

l!r. Purvis : That 1a all . 

ooo-oOo 
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A 
(Eoo4t4 1>1 llr. Plnuat of the ITIUIII Z.lleur to Mr. COCI>ftll Ia the '!'Nao"'7 
ot 6 p.a . • Octol>er 14, 194o.) 

UNITED K.DIGDOU 

HOLPil:OS OP GOLD Al!p BXC!!Al101 

There have been sou1e dlsc~pancies in the figures 

received regarding our holding of gold and dollars , and 

1·egurding the monthly drain. I have now rccei ved the 

following corrected statement fr~n London, starting with 

Jet JUly, 19~0 (the date of the tablca handed in by Sir 

F~eder1ck Phillips during his visit here). 

Conthly balance and loss JUly 

Balance of sold and exclwnae 
at beginning of month 11)72 

Looo or gold end of u.e. end 
Cwnodion dollars 236 

write-off of French franca 
o·to . 44 

Bulo.nce of gold and exchange 
nt ond of month 1293 

Beaourceo utilised. 

Geld , and u.s. Qild canadian 
dollars (as above) 235 

Proceeela of sole or securi tiea 7 

242 

AfJ;r son· llion 

1293 

231 

1062 

231 

4 

235 

1062 

166 

897 

165 

8 

173 

2!:!... 

897 

In rutw•e t he monthly loan ot gold and exchange 

reported will represent gold , and United Statoa and Canadian 

dollars , only. 

BRITISH lliiBASBY, • 

7th October, 1940. 
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Message from Sir Frederick Phillipo datod 6t h 

October 1940. 

B 

We are far advanced with a special 

and careful study of our direct investments and 

whilst the numbers are considerable we are not 

very hopeful t hat we can get any substantial amount 

of dollars from this source owing to the manifest 

difficulties or making sales to American investor s. 

Examination has shown that many of these direct 

investments are in varying degrees dependent for 

their success on the parent business here and that 

their value 1vould be greatly reduced if this 

connexion were severed. Particulars of direct 

invesuaents and suggestions for the sale of every­

thing possible will be tully and frankly put before 

the Secretary of t he Treasury for his advice and 

guidance. We have consul ted !Jr. Gifford who is 

" returning shortly to u.s.A. 
A._fl 
~·' 

BRITISH EUBASSY, 

7th October 1940. 

>e M-C,. ft.,rl ,... ~ (,......Ac ;_ 1'/.-.; 'f~ . 
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B-'IITISH BALAJiCE Ol' PAY!!EI<TS 

JULY I 1940 TO JUliE , 1941 

c 

The developoent or the now aircraft and munitions 

pro;;rc..-.eo since Sir Frederick Phillips' visit ~ill very 

uateriolly alter t he conjectural balance or payments 
f._....5_..J>M 

0 ivcn inj2 and 3 ot the Uemorondwn handed to the Secretory 

o!' t he Treasury ond to the President on .ru1y 17th, 1940. 

The esticat ea ot cost ot the ~J procr~ea are 

still vet•y rough , but hove reached the point at Vlh1ch some 

atte.;,pt o t a revised picture con be made , subject to all 

necessary reservations. 

As reJarda the details (which were civen in Sir 

Fredericlt Phillips ' t.:omorand\ll!l ot 16th .Tuly), tha Air Uiniotry 

pUl•choaeo have to be revi,.ed from $716 a1111on to 02, 410 

;llllion, tho increase or ~1 ,694 lllillion being accounted for 

oainly by: -

(a) Repeat ordors under t he old 
aircraf t pt•ogramme 

(b) Uerl1n enJlneo 

(e) Tho ~eeond aircraft pro~Tawue 
(1 , 250 - 1 , 500 planes a ~nth) 

tlll1ll . 

290 

113 

1 , 153 

1 , 555 

The mun1 ti ons i teL. must be raised rrom ~340 million 

to ,759 million to allow for the new orders tor tanks, guna ,e t e . 

1'/i th sOCle •Jinor adjustments of whion I have not yet 

got cleto1lo, the totol eatimot ocl United Kingdom purchases in 

United States or A<.1erie11 are raised 1'roo 01 , 692 million to 

so=e .3 , 976 cillion. 

AB a reaul t 1 t is now thou.)lt thn t the adverse 

balance or tha sterling area (including the United KingdOI:I) 

vith/ 
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wi t h tho United states of America 111ll be or tho order 

of $~ , 500 million instead of tl , 562 million (ct. para.2 

ot L!o,,lorandllt:l ot J\lly 17th). 

Allowing tor a recent revision or the estimate 

or aterllna ares gold :;>reduction , it appears that the 

net drain on exchange resources would be also ot the 

order of ~~ . 500 oillion, instead ot tl , 632 oi llion 

(cr. para. 3 or lleuorandum or JUly 17th) . 

llRITI S:t ELIBASS'i, 

l Oth October , 1940. 

78 
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11p11t 

I . ?"J1!!!T8 cr mumu PUIORt'IIG C!!!!fTA§IOl'l C! '!!J!rt'ISB .A!!P l'l!!S!«lH crmp•m 

(I million) 

1611 183 liiS 186 1150 188 807 

II. - PIM!•!N'B rg BRITISH PURCJW!IBG CCIDaS8I01f 

yery 19np J•t1matet 

.. 

BRITISU I!:ILBASSY , 

Tia:- Repeat ordera on J'1ret AJ.rcrat't Proaraume 
Second Aircratt Proara.cme (11100 planes a month) 
(atter JUne 1~1:- Third A1rcratt Proaraume. 
Increase to 3,000 planes a 1110nth) 

In ltmit1ona Proal"UUII8 (Tanka, auna, abllls, 

80 80 1150 

90 95 

170 175 225 615 

15110 

100 

6150 
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(Hadt4 '7 llr . llaa .. , ot tM Jn.Uu ....,.,. \o llr.Ooobfta la u.a !J'eMU7 
ot 6 P·•·. Oo\oller 1.11, lglio. ) 

l!Bl!OJWmtJM lCil 'PH! pqprtpy Ql M AP'fJUlBY 

On Septetlber 80th, 1940, a tele8rem wu 

received by the British Bmbaeey trom the American 

Cotton Shippers' Association in the following 

terms: 

"Number smaller members American Cotton 

Shippers ' Association much concerned because Enslish 

buyers state unable under exchange control rul.es 

provide dollar credits Now Yor~ in accordance 

contracts tor shipoent cotton and also unable 

where contracts provided opening sterling continue 

to 1.10ke dollar credits available shippers in Uov 

York prior to shipment as thoy have boon doing and 

olthoush buyers quite willill(! to continue to do so 

11' pel'llli t ted. Woul.d opprecio.to your cob ling British 

authorities our expense that Aosocio.tion reels 

provision certainly should be cado for dollar 

credits where required by contract o.nd ~es 

authorities will cake possible buyoro continue 

provide such credits on sales on ate1•l1ne terms also 

ae otherwiao aoce aoall shippers WUJ.ble negotiate 

doc\lillents due attitude banks." 

This telegram was forwarded by the Embasoy 

t o Hie !.IB;Jesty' s Treasury in London with a request 

tor advice as to the reply l'lhich Bboul.d be made to 

the ~4ericon Cotton Shippers ' Association os the 

aituaUon wu not clear. we were subsequently 

intomed that all _.,era ot the .uaoc1at1on, larp 

'the/ 

eo 
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The British Embassy has now receiTed the 

tollo'Ning telegram tr0111 His llajesty• s Treasury: 

"1. The exchange control regulations .. 

81 

are not responsible tor the ditticulties met 

with in New York in connection with negotiation 

ot sterling bil ls. The situation bas developed 

during the last three months and is due to 

Acerioan banks attemptinS to avoid all normal 

commercial banking risks in connection With 

London buainess. 

2 . The American banks have been 

steadil y reducing ell normal tao111t1es given 

to their London correspondents end at the same 

time have endeavoured to obtain larger sterling 

credit t ac1lities in order to be permanently 

short ot sterling. Since French collapse 

the problem h&s been aggra'f&ted as they now 

seek to a void taking the normal share ot 

responsibility ot provision tor banking 

tecilities, even to the extent or retusing 

to take a risk on nny sterling instrument 

in transit trom New York to United Kingdom. 

3 . We are ot the opinion that 

facilities granted to American banks through 

the system or reg1stered accounts gives t hem 

all safeguards th87 Should require and '8ll.llk 

oz Bnalaud have been carefully wntching this 

situation. • 
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The Embassy is instruoted to seek~ . 

Morgenthau•s view as to whether a oommunication 

should be made to the J.merioan Cotton Shippers• 

Association in the above sense, or Whether he 

would care to suggest any other method of handling 

the position. 

The ~uestion is very muoh the sane as 

t hat which was diScussed shortly at J.!r. l.:orgent.hau • s 

l ast ~eeting nith Sir Frederiok Pbillips a t ll a .m. 

on July 19th 1940. The Amerioan Banks were already 

then showing a strong tendency to limit their co=it­

ments \lith British Bonks to the amount of the 

possibl e cover they held. It \'las believed then 

t hat this att &ck of nerves would pass away when 

Grea t Britain could sho11 t he strength of her defence 

against the i=inent Gerr..an ai r attackS. but it does 

not appear t hat the a ttitude of t he Al::erican Banks 

has changed . 

BRITISH EU!k\SSY, 

\'IASI:IINGrON, D. C. 

Ootober 12th 1940. 
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October 15, 1940 

I just spoke to Po Watson nnd he SR1d that 
Leon Henderson had sent over a memorandum that 
Inudsen waa very sore about the newspaper atory 
in regard to my being Chairman ot the Committee 
and wanted to see the President. 

I told Watson t hat I had checked the sto:-y 
with Steve Early and that Steve had told me to go 
Ahead and talk about it at my oreaa conference and 
Wateon told me that Henderson had eaid that the 
President should see Jrnudsen. 

I told Watson that Henderson wae running a 
campa1grf to make h1mselt Chairman or lla tional Detenes 
and 1t he could get Jrnudsen out it would be 1n Hen­
derson's Interest. 

.. 
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rAIIUIIIIUI OJ' • Be'¥ DCII1'fD 

,... .a-n- s.pu ... hollanet. 

Jll!la Oetl'ller 111, lt40, 1 P·•· 

JO.a 8011. 

liter to :roar telegr• :113 ot Ooto'ller 11, 8 P••• 

I •• allto4 'IIF u.. roro1p ¥111.1etor, IIWrll&a, to 

oall oa ~. 'tlbioh I 414 1ah ,. .. .,~. Bo oapla11104 

'balltor1~ a'bcnat tu UD.1h4 ltat .. lllookiaiC ot Ule 

1p l41 ot "Pn••; b8 4 .. or1'11e4 our aouoa ao ooati•oa­

uoa. IA a llllort wbU.o w "" Jo1ao4 'IIF Ule 1'1•1101 

XJ.II1•tor, 1lbo •tate4 111 1po01t1o ton~• that tlO,ooo,ooo 

wul.4 bo ao1414 aao41ah1)' 111 order to pq Clroooe tor 

taJIIIiq fiu14 Ul4 'fl&rko)' aa4 Iraa tor wol aa4 oouoa 

'lllliob. a.allia ba41.)' aoo4o4 tor tb.o o..tq oo14 ... tur. 

8a1A1')' p.,..oah to puent aJl 41plouh 'llllioh b.l4 to bo 

1D 4ollar• (OatoiiOU, tor oDIIJI1o) -abo Mat1oae4 b)' 

b.1a. Bo rotorro4 to U.. 10aaiq 1411oria1aaUoa1 111 

th8 4oo1a1oa ot tu UD.1h4 Stat .. ; both &&14 that tmro 

... ao 1afta1oa or oOCNpat1oa ot Jluaaa1a. Bo""r, I 

-oa•t alllo to obtala oxaot t1pro1 oa U.. -bor ot 

I01410rl 1 lNt I wa &81Ul'04 tut Ule)' WOul.4 bo g1YOII 

to M to4a)' 'b)' Oeaora1 Aatoao1ou, tlbo w18lull to 100 ao 

oa tb.1a .. uor. 0t oourao n -• aa14 that tu Gel'll&ll 

ott1ooro &114 ao141or• b.l4 booa 1a'f1to4 b8ro IUI4 tb.at 

arzoaac-oata b.a4 boaa u4o tor tb.a. 

84 
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In &Diftr I A14 that I ha4 J' not beea HDRUe4 111 

the -uer aa4 ll:an ftl')' UUle about u. Aa I ha4 ...... 

uo1pate4 moh a 41aouaaJ.on, I llzoouPt aloq to allow t111a 

85 

a parapilraae of JOUI" telepw. ao. 333 of Ootoller 11., 8 P•••, 

wbloh 1a the ODlJ 1UtNOUon I haft reoe1ft4 troa tba 

Depart.ent on th1a -tter. .\leo I left nth thea one 

oop7 of baout1n Or4er Jo. 8!89 4ate4 Ap1"11 10, U40, 

•• aaeD4e4 b7 beout1n OJ'der Jo. 84011 4ate4 Ka7 10, l.a40. 

fbe7 were 1ato:rwe4 ~ •e that U mpt be poaalble to 

obtain Uoeu .. for apeoltlo }lalaenh ln -oh the e­

-111181" ae with the Uoaulag qat• 'lll:lloh bare pren.lla. 

'rbq requeate4 that I 1Dfol'll 7011 of the trv.e faota 

and I aa1d that I a1Na4J ha4 40ne thla to auoh u ax­

tent aa I waa able to aaoel"taln tb• ln Ylew of the 

apparent IQ'etel')' 'lll:lloh n1le4 the preeenoe of Ool'll&Jl 

aol4Ure. Bownr, I uaure4 ~ that I '11'01114 alao 

report tbla oonnraatlon, u4 I A14 that their repre-

.. nt&Uft ln Yaah1agton oupt to be oontaota4 ln reprd 

to the -tter. Jua~ 'before I lett, I &44&4 that 1t waa / 

Tei"J probable that the !raa.uJT Depart•ent ha4 taken an 

1ndepan4ant 4eo1aJ.on on tbla -uer without oouul.UDC 

tba State De~nt beforebaa4. 

It ._. .. t~Wd 'b7 the ft.D&Doe JO.nllter that the 

total ~Wlt of Rwlanlan Go.araaat tuD4a 'lll:lloh wra 

blo~e4 ln the UD1te4 stat .. -. -thlac 11114er 

$3>,ooo,ooo: 'but be 414 aot :rr:- bow ••-. o..- 'IIJ' 
pl'l'f&M 
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pruau 1D41Yiduale 1D the Vatted Stat .. onr aDd abon 

th1e t1sure. He aleo aent1oned Jewieh blaalt bourse 

operation• here to that end. 

'l'be tolloY1ng 1a oont14ent1alt I ehould like to 

be 1Dtoraed whether th1e deoh1on wu proapted aoetl:r 

b:r reported 1netanoee ot the 1noreaung doenation 

ot the GeM&D part:r 1 e Eoon~o Central 1n the 1nte1'11Al. 

and tore1p eoon0111o pOllo:r ot Ruaaaia. 

GUJITIID. 

EAtMSG 
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Storttary of StatE, 

washington. 

609, Ootobtr 15, 9 p ,m, 

GRAY 

Buoho.rut 

Dnt~d Ootobtr 15, 1940 

Rtold 3 :40 a . m., 16th, 

ThE RUIIUin1o.n memorandum oonotrning blocktd funds 

mentionEd in my numbEr 608, OctobEr 15, 8 p, m. , 1e 

givEn btlow in translation: 

"Ministry of Finance, OfficE of th~ IA1n!.stEr 1 

Ootobtr 12 , 1940. 

Nott concErning liquid assets of tht Notional 

Bank of Rumania 1n bo.nka of tht Uni tEd Statts of 

Amtrioa, Tbt No.t1ono.l City Bo.nk of Rumania has 

o.vo.i lnblt in t ht Cho.s t Nnt1ono.la nnd thE FtdEro.l 

Rtstrvt Bo.nk of Ntw York about $17, 800, 000 in thE 

for~ of s ight dEposits . 

It ho.s l i ktwise o. dEposit of 10, 765 kilograms 

of gold in thE Ftdtrol ResErVE Bank of Ntw Yorllo 

ThE nati onals of Rumania r~qu~sttd a tE1Egro.ph1c 

transfEr of $15, 000, 000 ne of thE 6th of thE current 

month ln favor of tht Bo.noo Ctntro.l dt lo. Rtpublico. 

ArgEntt= 

87 
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- 2 - 609, Ootobtr 15, 9 p.m. trom Buohnrcat . 

Argent i no but on various teohni ool pretExts thE 

American banks twiot postponed the txcouti on of 

this order, Finall:r thE following ttlEgrCIIII wo.a 

reoEivtd this morning b:J thE nAtionals ! 1PleaaE 

inform all Rumanian banks that Prtsidtntial procla­

mAtion, Ootobtr 10 as of Ootobtr 9 blooka all 

Rumanian licensE (s i o) iaautd b:J Trtosur:r Dtportmtnt 

(oio) UnitEd statts, Wlll glodl:r oooptrotc i n ob­

taining necessary llotnsca,' 

Mtonwhilt, tht natlonalo of Rumania hod oonctll td 

the original order at th£ aamt t1mt holding ita 

correspondEnts responsible for tht dElay ln tht txt­

out1on of ita tr:m.sf~:r ordtr cmd rEquEsted a tranaf tr 

ot 15,000
1
000 to its account ln thE Bnnqut National£ 

dE SulasE whtr£ lt cay opera tE trt£11 and without 

d1tt1oultin . 
In cas£ that th£ latEr transfer order ahould not 

88 

~t txtoutcd, as 1D to bE ttartd, t hE nationals or 

Rumanln wlll bE obllgtd, as appears trom th£ above 

teltgr=, to oddnsa ltstlf to the TrEasur:r Dtpartmtnt 

to obtoln in each i nstancE thE necessary authorizations 

far 
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- 3 - 609, OctobEr 15, 9 p. m. from BucharEst. 

for ita paymEnto without wal.ving its riehto of protEst 

and thE rcqutst for Explanations which the Rumanian 

GovernmEnt is justifiEd in prEsEnt i ng on thE subjEct 

of this gEnEral mEasurE the hosti lE ohClraottr it is 

to bE obotrvEd that certain of the payments to oE nodE 

exhibit an espEcially urgent and important character. 

It appEars appropriatE that the Ltg~tion of thE UnitEd 

Stnteo of AmErica at Bucharest immediately inttrven£ 

at New York in ordEr that th~sE payments bE authorizEd 

without delay. 

'I'h£ following payments of an tmtrgcncy nature ort 

involved: 

On£ . ThE 1mpo.rtation of cotton fratt TurkEy and 

Iran cu•t the subject of recent conventions by uhich 

the Rumanian Government has purchased quantities for 

the rural Rumanian population obligating itself to 

make payments in dollars . 

89 

'I'hE ncotssory o.uthorizotions uhould rno.lcE provision 

for ts,ooo,ooo to be paid in Turkey and $3, 000, 000 to 

be paid 1n Iran. 

In case that thESE authorizations should bE r E-

t'u4td it uould r tsult in on 1nmcd1otc aoc1al danger 

by 
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- 4 - 609 1 OctobEr 1 5 1 9 P~• rrom Buchnrts t . 

by rEason or thE leek of clothing for tht rural 

populati on Which rEprEStnto 8~ of' thE total poptQQ­

tion of th£ country. 

FurthermorE, thE qucntit1ta of' wool ond cotton 

purohnotd 1n 'l'urkEy and Iran bt1ng 1nauft1c1mt thE 

Rumanian GovErnmEnt bad consi dErEd ocqu1r1ng othEr 

qucnt1tits 1n South AmEr1co. Tht lettEr qunnt1t1Es 

might poosibly bE dispEnsEd with but 1t 1s absolutEly 

ncctsanry t o bring 1mmEd1otcly the merchandisE rrom 
Turkey ond from Iron rrh1ch io not possiblE unlEas 

payrdEnt 1n dollars 1n oontorr.:t1ty \71th thE convEntions 

agrttd upon is csaurEdo 

'l"no . 'l'onn1ng motEri olo ind1opEnsoblE for thE 

preparation of leathEr for thE tootr.tor of thE popula­

t i on have bun or dErEd in 'l'urkty ond 1n GreECE :llld 

tht1r volut rEaches $11 500, 000 to bt po1d in 'l'urk£1 

and tsoo,ooo t o bE paid in GrEte£. 

Thrtto 'l'hE pEtrolEUIIl ccmpnn1ts import normally 

froo tht UnitEd StntEo of ~~trion mattr1als and 

moch1nEry 1nd1spcnsablt for optroting. ThE valuE of 

thtot orders rEochta about two to thr££ million 

doll ora 

90 • 
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" 5 - 609, Octobrr 15, 9 p , m1 from Bucharest , 

dollars per annuc, It is to b£ nottd thot onE ot thE 

principal pEtrol<Um cacpani ts is thE "Rocano-Amtricona" 

ot uhioh th£ capi tol i s Entirely htld in thE UnitEd 

Stilt to , 

Four . ThE Ru::um1an diplo::1:1tio ptrsonnEl of 

certain LEgations (H~ York, Buenos Aires , Yoscov, 

Madrid, Lisbon, Et cEtEra) is paid in dollars , ThE 

monthly to tel ot thea£ pay.ntnta a a w£11 as thE 

current txptnats ot the Legations abaot•bs about 

$70, 000 pEr month, 

All ot thE sues indicatEd abOVE rt!ltot n 

situation of actuality which it is not possiblE to 

changE without sErious difficulties ot every kind, 

Btsidts thEsE pay.ntnts tht Rumanian Govtr~Ent 

could continuE to odd to ito aooounto in Amtricnn 

banks by tht rEturn fron dif!trtnt exports which art 

nndt in dollars . 

By adopting already sac£ tim£ ago a procedurE 

ot making exports payable in dollars thE Rumanian 

Govtrmtnt conoidtrtd that it Tlaa ptri'orming on act 

ot i'ortsight and ot coni'idtno£ in keeping i ts tortign 

txohnngt rEsErvES i n thE UnitEd Statts bElieving that 

ita 
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WIO 
- 6 - 609, OctobEr 151 9 p. D. from Buohnrtst. 

1ts accounts nould alwa1s bE trEE t o p£rD1t thE 

continuation of thE Eoonom1o 11ft of thE oountr1. 

To ~£ pr .vented trot1 having 1 ts resources 1n 

dollars ava1loblt tor ita norcal 1oport nttda vould 

c:mst1tut£ tor R=nia a mos t serious dangEr otnac1ng 

th£ aoo1al pcoct and thE cxistcno£ ot thE populAtion. 

It 1s 1nconeE1vablt that thE OovcrnoEnt ot thE 

UnitEd Statts takE otnsurta ~h1oh would lEnd to that 

result. (END SECTION ONE) 

GUNTHER 

92 
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rAliAnJI.UI or BO!IOJI !110 w ft:LKCRWI 10. 11011, 
Dt.DD 00W 18L~40L8 P•l!!_r_ .... !Ill 

.&IIIIIQU LHA'l'I0111 IUiliii&JII;I'f. 

I whh to -•t oa tba toU0111q po111h 111 tu 

BuMB1aa -NJiiba1 

(a) !be effort 011 Ootober 8Us to tNDater tu wbole 

aooount to AJ"pnUaa h aot e:.;pldaad, aor h tu aa­

au1ng effort to tl"aDifar th8 aooount to 8wit&erlaD4. 

n hae been twioe 1aUaated to thh Legat1o11 that auoh 

traaetere were att.-pted. 

(2) On 0\U'IOIT uaa1aat1on, th8 Ruaaa1aa olaia 

that large dollar tl"aDatera are neoe .. &IT 111 order to 
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pq for 111porta tl"oa 'fllrk•T, eto., _,pear• to be uteaabl.e. 

take tor exa~~ple the Buaen1 an olaia that f1 ft a1ll1oll 

dollar• h required for the 11!})0rtaUon of ootton troa 

1'urltiJ'I uD4ar the Jll&aaD1an acreooant with 1'urkq of 

Beptoober 28, 11,000,000 pouD4a ('flll"ld.ah) worth of 

petroleua will be purohaaad b.r 'flll"ktJ' aD4 ootton Y&luad 

at the .... aaount will be boUfltlt b.r Rwlan1a. Althouatl 

both th8 petroleua aD4 tha ootton are to be paid for 1a 

dollara, 1t 1a obnoua that ao b1S net dollAr belaaoe h 

be1q oona1dare4. .Uao, Ruaaa1aa etaUetioe r epreaeat 

the Y&lue of 111porte f~ 'fllrkq, for the period .TaJ111U7-

June U40, at t2,13'7,000; exporte to 'fvttq for tha 

... , per1o4 are ftluecl at t:s,.e,ooo. Of thaae totala, 

t2,1101,000 vaa Uatt4 for oil export• aD4 11,58,:500 

vaa th8 ~t tor ootton t.porta. Dul"iq th8 T•ar 18811 
of 

th8 total oottoa 111p0rta • 7 •'• tna all •-• 
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UOWICecl to la,al& toM, 1illl w.l• 'llei .... ,8G.,IIJ8. 

AI IOOD &I P')IU'IIob CJle LepUoa W1U oolllo a t1lftlael' 

repol't oa 11boeo ola1ae 1a C.tall. 

It U 11 po1e1lllo tor tbe Dopartaoat co 11141oato 

1CI rtowo ae to tbe beet 1lq' to n\aU Cbe appUoaUou 

of Cbe .. uoD&J. llaak tor -lllo*1q, I llba1l. appro01ato u. 
!o bo epoo1t10, I l!lo'lll.d Uko to bo 1atozwod .UU..r 1lbe 

appUoaUou lbo111d bo ev.\ai Uecl oa bobalt of U.. .. u~ 

Balik b7 Clltl LopUoa, lilr Cbe Obaeo llaak or lrj tt1e ._._ 

1u Lopuoa 1a VallliagCoaJ aleo, 1f Cbie Lopuoa 11 

tbo ou to 1111\ait 11bo app11oaUoae, lbollld .U aoc pi&J'Ol7 

1n a aotar1al oapao1 t)' aa4 au 1lbe laUoaal llaak co llab 

41reot Cr&a81111AOD ot 1CI att14&'11CI aa4 4o-1Dtlt 

I1; baa boea 1DUM1iecl b:r ott1o1ale Cbat 1ill11 LopUoa 

aq bo alkecl to te1opoap!l 1lbo att14&rt ee. It 11 ~ fUll 

OOD'fioUOD Ch.&t Cb11 'lf0111.4 DOC bo a pod prooecbaro 4bao 

co Cbe faoc Ch.&t tt1e llu.rdoa oa 1illl Lopuoa'l ooUac 

fao111Uol 'lf0111.4 bo 111NaJ'ro&tecl; aleo, 1ibe 4o-tauoa 

11 DOt OOIIpl.eco. Bowoftr, aa:r a4rtoo 111Uoh 1iM Dopart­

•••• oaa eoD4 ao roprdiq 1ibe applloaUoa prooo41&ro 

11111 bo pooa u:r approo1 ate d. 

(DD or D88Ae&) 

IAII'liiD 
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PA!W'!IliA.S Of ~ IIICDUVICD 

nlOXI Aller1oan l'aba117, (Pari•) V1oh7, J'rano1 

DATil Ootob1r 1&, 1940, & p.a. 

10.1 7&2 

fOR THJ: !'IIIA8URr DEPAB!MEn J'llOJ[ MA!!HIWII. 

Toda;r I had lunoh with Rueff at Chatll Ou;ron. Ru1ff 

vae 1n good ep1r1tl. ror the a oaent, h1 1&1d that Sohaetter 

1a not bear1Jig down too heaT117 on the Bank ot Prauo1. 

Sohletter' • 1nquir1ea are oont1ne4 to requ11t1 tor intoraa­

tion, and to aattere auoh ae d11pol1ng of Bllg1an trano 

acoountl . RoweTer, o~ one-third of thl• 400 a1111on trano• 

reoe1ve4 4&117 11 being spent b7 the GeZ'11&111 (the uoat 

German;r reoeiTII eaoh da7 under pretext of ar.;r ot oooupation 

coete). Rueff i e atill worried &bout t he potential 

threat and thl ul.Uaate ut1Uu.t1on of the IDOI'IIOUI bal&Do .. 

being built up b7 the Geraana. Retereno11 telegraa of 

September 2~ . & p.a., Mo. 609 troa the Emba••7· On a muoh 

reduoed eoale the Germane are etill iaeuing kre41tka•••n­

scheinl. 

there haa b .. n a rue to 20-6 b1111oDI in thl o1roulat1on 

ot the Bank of J'rano1, vhioh 1noreaae Ruett deeor1bad a• 

quite ao4eratl and not of a 41etlll'bing oharaotlr. 

In regi on• where the Al~aUan exile 1 han b .. n herdl4 

there han been 10111 withdrawal• of bank depol1tl tor .th• 

Purpoee ot hoarding of bank notee, becau•e of preTioue ex­

per1enoe• 1n A11aoe. Bowner, he ea14 the" haa b een 110 
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general ho~ag and ~ to the pre .. nt no .. r1ou dpa 

ot a1r1 t118b t ot 111oner into goode other thaD that Which 
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1e 1nap1red b7 the srowtns aoaroit)' ot goode. He ea1d that 

in the pooup1ed region pr1oea are still aubJeot to atriot 

control, and 1t eaue to be the intention ot the Oer-

to ent oroe auoh control tor the t1ae beiag. 

Ruett ea1d that through b1a ott1oe ot bank eupen1a1on 

Sohaetter 1e eboldag an 1Doreu1.ng intereet 1D the operaUona 

ot ored1t 1natitut1one. !here 11 about to be eet up a 

J'renoh organization ot D•nk1ng control under the leaderab1p 

ot Ard&nt ot the Boo1he General•. .t.rdant baa ehown more 

ener8)' and teken more 1n1t1at1~• in the effort to br1DB 

order out ot ohaoe than aDJ' Frenab banker ainoe laet June1a 

dabaole . !be purpoae ot the new organhation 1e to ha~e 

t he German aupenieion exeroi8ed 1nd1reotl.)' through 1 t rather 

than to haTI Germ inepeotor8 111 1nd1~1dual banlt1DB 1net1tu.-

tiona. 

Oont1ra1Jig 1Dtoftl&t1on I ha~• reoei ~•d troa other eouroea, 

Rueff f inda that at Wieebaden there 18 renewed Gersan intereat 

in Garman oontrol - t1nano1al, ouatoae, police, et cetera -

over the gaograph1oal tron t1era ot J'rano a . 'l'bere baa been 

however a e1aaltaneoue et1tten1ns ot the J'renoh attitude 

againat granting the conoee81ona wb1oh are demanded. 

lot81 Pereou.J.l.)' I aa not 1nol1ned to the ~1ew that 

the Frenab will loDB aa1nta1D tb1e et1tter attitude. llhoald 

u 
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u be ooDUDued, 1t 11&7 nl.l be tba t t h e ChraDa, ·talt1.DS 

aatttra iD their OWD haDda, will put an eDd to the preaeDt 

aeablanoe of tree4oa vhioh the unoooupied soDa baa. 

Rueff eaid that Boiaanger Dow apeDda the greater part 

ot hie tiM with Tidu at lfi .. badeD. VidU 1a the DW f1ret 

tinder Oonmor reeidiDS 1D Parie. Ill a fn dqe Rueff 

b1a11lt plaDa to lUke uother Tia1t to Paria. .&ppareDtl;f 

he do .. DOt n:perieDoe an:r peraoD&l d1ttioult1ea iD Paris. 

With an aaueed eaile Rueff reaarked that the t1Dite4 

Btat ea ie now beooaiag "''~ to~ iD retueiDS t ranafera of 

Frenoh offioiu fUDda iD the United Btatea. 

eeem t o be annoTed at all bT th1a faot . 

END or JO:BB.t.GB. 

But he did not 

• 
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PAJIAPIIBUI or RLKCRWI UOII'fD 

r!UII ; Allol'lou Lop.Uoo, Buobal"oot. 

J».ft; Ootobor 10, 1940, 8 p .n. 

10. : eoe. 
Refer to Lep.t1oo1 e telogra Do . !2.§ of Ootobor 10, 

Oooel'Ol Alltoneecu requeeted •• to call OD bin, 11b.1oh 
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I Juet 414. !be 'bl.O~IIC ot n en• a' e twl4e -· .-pllatioall7 

l
apoken of b7 tha Oeul'Ol, who u.ld ~t ha ou.peoUd tbat 

BrUleh preelllll"' ha4 ha4 a lot t o 4D with n. He eald 

that tlMro 110 loqor -• U17 roaoon tor th1e atUtu4t 

beoauee a aat1etactol'7 eolut1oD of Groat Bl'l talo1 o 41t­

tlculU" ln Rullanla had boon reached botwooD Runania 

and Groat Bl'l taln an4 iilllll* the Brl t1eh Xln1eter aDd hie 

etatt nre go1Dg to r ... 1D 1D the ocUDtl'J; 111 a441 t1oo, 

the General -• go1ug to releaee eenral of ~ Bl'l Ueh 

c1Y11 pl'loooera who ha4 boe11 obarStd with eabotage, tor 

deportation. 

A tl'&llalat1on of the P1DODOe X1a1eter1e nenol'&Dlu. 

( .ho -• preeoDt at Olll' 1Dtel'Y1ow ud WilD bnd~ tha 

••ol'&lldun to the Ooool'Ol) will 111 oa'bl.ed to tha Dopart­

aeot. fbi Oooel'al .. pbae1aed that the oeooea&1'7 tuodo 

ehould bo relaaeod pronpt17. 'llheD ha added tb&t ha 

W.O DOt go1JIC to ret&llato b7 tak1Dg DOaiiiU'OO aplll8t 

Uni t ed Stat" tolophou aDd oil 1Dtoreete 1D Jb•n•a, 

althoup tho Pl-. X1n1etor had 1De1eto4 othal'Wleo, 

I 
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I .aid I wao ft1'7 ploaoe4 aA4 tba11 111 lla4 DOftl' ODOO 

ooou.l'l'e4 to •• &11 leao11 tba11 noll- retal1ato1'7 .. ._. 

would be ooa\•pla11a4 'b7 biD. Alao I 8&14 \!1&11 pereo .. 

al~ I ... oollpl.011~ 11111111'0~ &a 110 Ule NUOU 11111a 
pro~~ptod ~· 4oo1o1oa, Di:D aA4 tbat I lla4 o:Q~la1De4 

tblo to tho 1'1aaaoo Xlahtor &114 to 11tlo rore1p X1ah11or 
• 

)'Uta~. I oa8l&&l~ 8&14 \!~at I 11houp11 tbat D1lU&1'7 

reooono a1pt not llan beoa 1llla olll.7 J>IU'POH o~ ~· 

4ooh1on blat tllat tho oo~ngl.)o 1DOnao1q preoOili'O 

upon RlaaAia • o 1atoi'Dal ooo~ ot tt1o oo~o ooatno 

ot ttlo OelWOD J:..pUon Digtlt aloo llan pi'OIIp11o4 1 t. 

CRJifBJJ\ 

U:MSG 

99 

Regraded Uclassified



100 

TREASURY DEPAifrMIINT 

Mr. Oocbrea 

STRICTLY CONFID EN TIAL 
ottl olal ..Ua of lrUl•..-4 .. u... ~\lea _.. .. tile HaUJII ....... 

lott<ocll•• 1t'bn&r7 191 

• • • , a.ree $ :Pnonle et ....... J ·~ $ :Pnnol• et 
leU ....... .. u et .,,., •u ...... u 

1,700 l.Oil, lll 11,000 10,,1 
1, 755 61,216 IU IU 

2,100 "·"' Ill Ill 
26,621> 120,156 5,000 J,210 
5.375 1711,6ol )2,000 11,5)1 

I 0 l 1 ' ! r. 
37.550 1,255 .~ 55,000 32.1119 

froa 
22 , . 

5 l ,az.ffi ,..,111.101 5:0]11.000 Z.ffl.OZZ 

1,621>,237 56.on.uo 5.019,000 ),9711,211 
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1940 Oo t 12 !),{ 8 33 

San Diego Calif Oct 11 1940 124p 

Secretary of the Treasury 
Attn Foley, Kades, Young, Buckley 

Today ' s press reports President yesterday signed law which 

includes among other items an appropriation of $60, 500, 000 

for the office of Education for Vocational Training of 

Prospective llational Defense Workers. For some time we have 

been ecploying an average of 100 new men per day and shall 

have to continue this for the next eleven months. While the 

quality of the vocational training done b,y San Diego' s public 

schools is very high, the system is woefully inadequate in 

mee ting this national defense problem. We have asked for 

fifteen hundred thousand dollars to augment this public 

school system for San Diego. Will sincerely appreciate your 

arranging icoediate favorable action on this with Dr. Stude­

baker. The training of idle men and their employment as 

aircraft workers is something of immense advantage to the 

communi ty and to the country at large. Regards all . 

Consolidated Aircraft Corp 

By R H Fleet. 

10? 

/ 
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R. R. Fleet Preeident 
Consolidated 11rcratt Corporation 

San Dlego,"California 

Ooto'btr 1,, lMO 

6a05 p.a. 

108 

Your telegram receiTed Saturdaf and todar Fole7 conferred with 

Commissioner of Education Studebaker and deacribed 7our urgent 

need for trained personnel. Studebaker asking John Beswick 

California Director of Vocational Education to co.municate 

with you and City school official• and after aaking 1urTe7 

to report San Diego Tooational education requireaents. Kajor 

difficulty ls that Public No. 812 does not appropriate funds 

tor school building construction or rental of apace. Suggest 

you ascertain whether Citr could u.ke anllable apace in 

fair buildings at Balboa Park Federal gonruent to aupplJ 

funds for equipment and other coats. 

H. Koreenthau, Jr. 

Secretaey of the lTtaasiii'J' 

Regraded Uclassified
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San Diego Cali! Oot 14 1940 

Hon Henry ~orgenthau Jr 
Secretary of the Treasury 

1940 OCT 15 1K 8 24 

Your wire date received and deeply appreciated. Local 

school officials under date of Ootober llth transmitted 

survey of San Diego Vocational requirementa together with 

estimate of expenses involved. $1, 500,000. to Commissioner 

of Education Studebaker air mail. ~eanwhile I am contacting 

Beswick also local school authorities and city officials 

with a view to securing use of fair buildinga at Balboa 

Park. Will keep you posted developments and reiterate our 

enthusiasm ;your whole hearted cooperation. 

R. B. Fleet 

Consolidated Aircraft Corp. 

/ 

Regraded Uclassified
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1940 OCT 15 .All 8 24 

San Diego Calif Oct 14 1940 

HOII EIJ'.7ARD H FOLEY JR 
GE!IERAL COUliSEL 

Rave Just received wire from Secretary Yorgenthau advis­

ing your conference with Commissioner Studebaker. We 

very ~uch appreciate the interest you are showing and 

trust by now you have received my letter October eleventh 

transmitting copy report on San Diego Vocational School 

needs. Prepared by Superintendent Crawford and sent to 

Commissioner Studebaker. We are following up problem 

from every possible angle including use of Balboa Park 

buildings and contacting Be~ick. Regards. 

R. R. Fleet 

tlO 
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TILE:GIItAJ'H OP"I'ICII 

WA.J M 74 NT 
1940 OCT 15 ~ 8 24 

SAN D IEGO CALif OCT 14 1940 

riO'· HEXRV I.IOROEN THAU ~ R 
StCRE U RV Of THE TREASURY 

V~UA WIRE DATE RECEI VED AND DEPPLY APPRECIATED. LOCAL SCHOOL OffiCI ALS 

U'.OER DATE Of OCTOBER 1 1TH T R ANS!U TTE D SURVEY Of SANDI EGO VOCATIONAL 

P.tC:U I REMEiiTS TOGCTHER WITH ESTI .. ATE or EXPENSES I NVOLVED, $1, 500 ,000, 

TO C0\1\\ I SSIONER Of EDUC ATI ON STUDEBAKER AIR MA IL, MEANWH'I LE I AM 

CO,TACT I NG BESW I CK ALSO LOCAL SCHOOL AU THORITIE S AND C I TY Off i C I ALS 

WI TH A V IE,/ TO SECUR I NG USE or fAI R BU I LD I NG S AT 

(YOU P~STCD DEVELOPME NTS AND REITERATE OUR EN THUS IAS" YOUR WHOLE HEART £ 

CO~P£t.AT I ON • • • • • R H FLEE T CON SO L I DA TEO A I RCRAF'T CORP • • • • 748A 
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w.6 M 59 NT 

SAN D IEGO CALli' OCT 14 1940 

HO• t OWARD H I'OL£Y ~ R 
CtlltRAL COUNSEL 

/ 

1.12 

1940 OCT 15 1M 8 24 

HAVE JUS T REC £ I Y EO WIRE I'ROM SECRETARY MORCE NTHAU ADV IS INC YOUR CONrtRENC£ 

WITH cor.~ I SSIONER STUDEBAKER. WE VERY MUCH AP PRECI 4TE THE INTEREST YOU 

A~t SHOW ING AND TRUST BY NOW YOU HAVE RECEIVED MY LETTER OCTOBER ELEVENTH 

TRANSl! l TT I NC COPY REPORT ON SANO I EGO VOCAl I ONAL SCHOOL NEE OS. PREPARED 

SUP ER I NTENDED CRAWrORD AND SENT TO COMMISSIONER STUDEBAKER . WE ARE 

rC LLOW INC I.P PROBLEM rROM EVERY POSSIBLE ANGLE I NCLUD I NO US£ or BALBOA 

' ARK BU I LDINGS AND CONTACTING BESWICK . RECARDS . 

R H FLEET ••• • 752A 

Regraded Uclassified
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• •9 " 139 OLO 1940 OCT 12 Ill 8 33 

SAN DICQO CALl~ OCT 11 1940 124P 

SCCRCTARY or THE TREASURY 
_lliH ~y KA.E!!_ YO~ BUCKLEY 

TODAY 1S PRESS REPORTS P RES I DENT YESTERDAY IIQNED LAW WHI CH INCLUOEI 

AIIONC OTHER ITEMS AN APPROPRIATI ON O' t80,1K101 000 ' 0R THE O,.rtCE or 

CDUCATI ON FOR VO CATIONAL TRAINING O' PROSPECTI VE NATIONAL DE,ENIE 

WORKERS . FOR SO ME TIME WE HAVE BEEN EMPLOY ING AN AVERAGE 0' 100 

NCW liEN PER DAY AND SH ALL HAVE TO CONTINUE THIS ' OR THE NEXT ELEVEN 

IIONTHS . WHILE THC QUALI TY 0 ' THE VOCATIONAL TIIAIN I NQ DONE IV 

SAN DIEQ0 1S PUBLI C SCHOOLS IS VERY HIQH, THE SVSTl!l IS WOE,.ULLY I N-

AOCQUATr I N ME[T I NO TH I 8 NATIO~\. DE,.:NSE PIIOIN.EMo WE HAVE - ~ I ---------, 

Regraded Uclassified
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ASK£0 r OR rrrTEEN HUNDRED THDUIANO DOLLARS TD AUGMENT THII ~UILIC 

SCHOOL SYSTEM rOR IANDIEQO. WILL IIHCIERIELY ~PRECIATE YOUR 

ARRAHCIHQ IMMED I ATE rAYORAILE ACTI ON ON THI I WITH ORo ITUDEIAKIERo 

TH£ TRAINING o r I DLE MIEN AND THEIR EM~LOYMIENT AI AIRCRArT WORKERI 

IS 80M£THINQ o r IMMENIIE ADVANTAGE TO THE COMMUNITY AND TO THE 

COUNTRY AT LA~QE. REGARDS ALLo 

CONIOLIOATEO AIRCRArT CO~ 
IV R H rLEIETo 
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1)10, 5). J'I'OIOB OrodJ.to/6811 

!ba S.oro\ar7 of 8\ah pro-to IUo o~l.1.Milh 

\o u.. 1!0110ral>le U.o S.or•\arr of \M !roa..,..7, -

"""loooo for Ulo laUor1 o l.afonaUoa a OOJ>7 of a 

z-•••7 a\ ,_,..., .Uroo Npr4ille relief IIIPPUII 

plll'Obaoed U..r• for J'riOIOil P'ioouro til war l.a oooaple4 

J'roa ,., • • .uroo 
110, 1111, Oc\o~ U , 1911o, 

11.8 
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•IOCII"t#J of St. t o ' 

S!lliC'I'LT OOIJIDJiftUL 

J. oapora~o ot 14lo ..,..7 1o Jlow ill pooooooioA ot llaaioll lollllko 41lo to a 

ue•t 4ocroooo 11l 1D4utr1al pro4110tl01lo eo1lo14ualllo 4ocraaooo 11l coe4o t.porto4, 

ad tho hi&b pr1coo poit for acrioultur.J. pret110to \7 o......,, Tootortq tho 41~ 

••=' rato vao r o4Wlo4 to ~ fr011 '4-1/'i!!/> \7 tho laU...U Jllllk, tho r o4DcUoa of tho 

!Aioroot pa14 oa topooih 1o ~tot ocoa. It eontiJluo t o loo ....,rot that tho 

llaahh l>ontot to'bt vill 'bo eonortot to tho Oonl'U&Ilt 1 o 'boufH ant \o tho 'bcoflt 

o( tho ...... aortpeot acrloultur.J. intuotrr. tho caoh hol41Jlco of 'b&Dlto Oll hpt•'b .. 

1 vero thrH llull4ro4 o1P,t •lllioll kroaor; ill llaroh th17 waro OllO hllll4rot thirt7 

al.llloo laohr. J.a aoraaoo of tvo lbmArot llillo~otP,t .nli oD ll:rour oiDoo tho 

o~Uon h ohOYD a tho lllt foroica ...,hnc- holtiap of tho laUow Jllllk aD4 

b&llko, 'but tbooo aro .J.l 11U>l.'ll4o4 witha tho oft1o1al oloar1Jlc ..,,_t vith 

o • ._. thoro hovo .J.roodT ...... I!PP1'0n4 . ... - illc..-ooo • .&loll 4cntlltlooo vill 

\t retloctot 11l turtbor illcraaooo a prlooo, 4oop1h tho effort of tho CloT-t to 

coatrol prlcoo aD4 tho coll~Uoll of coot• 11l ortor to chock IJitl~tlOJl&rT t~OD4o, 

J.a lncrouo of IIO',C hal tal<OD plaoo 11l the coot of l1Y1DC 41U'1a& tho paot 71&r• thoro 

hu boon a oonotaat OIXtcaiOD of raUODiDC, 0114 1t 1o not UD11kal7 that tho 1701• 

lOY 1D operatlOD a !JoZ'IUIIIT vill be otoptot horo \7 tho OD4 Of tho 71&r• 

J. 4ocUno l D 1Dtutr1.J. pro4110tlllll troa 109 t o 89 hoo tal<OD plaoo froa llaroh to 

'"CCot, ID th 'bull41DC , t 01Xt1lo, oloth1Jlc ant laathor atutrloo thlo contraotion 

h ••U••'blo, 'but ltoUor roaio\aDOo 1o ohOYD ill oortaa footottfto 1Dtnotr1oo aD4 ill 

tho lh1pbu1141DC, otono aD4 iron 1JIIbt.atr1oo. Jor a tao attor loprll 9 thoro ,.. a 

topld lnoroaot i1l 0011011aM' 'bu7iaco puchaiOrO vioh1Jlc tO put thol r .. nq atO O-

J. rocODt toclao , "-•• hoo tal<OD plaoo. ltooko • oarla& &oploUoa aro 

••lloa, ,..ol, rnh'bor, ,....., oeriala tartllhan. aD4 pot rol- protuta. !llare are .. 
Regraded Uclassified
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co loocor obt~lo t..t.ntto t.... abroeA, otoot,o at h'oo porto \liiiC pzoaoUoallT 

..... v;p. 

lor tho p11111011 of allniaUq -~-• tor fiftT U.ouul. - u..n 11u 

, ... p .. ao4 l ociolaUoa craaiiiiC aa -'41Uooa1 - lnm4n4 111111oa trour for 

puUIO worn, llltorul loaao are to 'be fioahcl throu&l> !'r11....., aotoa, 

Jaeau .. 'buUar, ••t aa4 oatUo •-' YlrJ !Up pr1o••• lluilla apono lla'ro 

ha ..-:DIIlT voll aaillhb", lhl.lo 'bet oro U.. OOC'IIp&U• ~ ot -"• - • 

10 o,_.,, nov 92$ are llaippocl to U..t coaalrJ. 22/. of »--tt'• bpona - t.... 
h l'loUT latt IC&roll. nov II~. !'hero lla\'o 'bo• 1111'17 price 11lcr11111 ia o.,_ coocla 

fticll !~Po roc111U1 arri'flcl.. •• rill ohortqo of toobft!fa h __ , ,.. to -· 

u4 'barrbc aa 1IDillllallT ""'" Yiator \Ito taal npplT aq \1 ntfioiat . "-'• 

4tbl to Deoaark.., l)oc•lllr ~ will \o, H 11 .. u.tocl , aro'OD4 ou 'bUlioa Jtrour , 

portloo ot thh do'bt will 'be cbarcocl ott to tho prohcUon of Denurll:. 

PJUDIS 
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WAlt Dai'Aifnmn- lEI 3 M. W'AIP 
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.- WICW40.C. 

'nle~ 

!Ill s..r.t&r7 ot tM rr.uv,. 

DMrlrl'. ~ 

Wita ret- t.o 7"1' NC*I\ ....-n tor ia­

t orat.iOD -•...w.c Ill'. CIM.rlH a. ~~~r, ta. .t.lllll.ftu\ 

1111.1\c)' .t.t.t.uH, C'"""lk'nr, Cbha, report.M t.o a by Ndle­

CJ'IIII t.llb dat.. t.a.t. b-. 1111 ,...-J. aoquiDt.&M 1d.t.ll 

Mr. Dq, p..-~ o~u ... ot Ill'. Dq•• wrk, IIIII .. 

till renlt. ot iJrft.UpUOD 81>4 iaq'a1rJ -. 1Dtonoed 

qurt.ere1 be 1a of till op<n!OD t.a.t. Ill'. Dq llu p-eat. t.lcll­

o.ical allill\7 &Dd 1o ot !liP periOII&l illt.crit.T• 
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R.~.Jr: 

Jamee 
Forreetal : 

R.~.Jr: 

r: 

H.~.Jr: 

F: 

H.M.Jr: 

F: 

H.I!.Jr; 

f' : 

Hello. 

Henry? 

Hov are you? 

October 15, 1940 
): 56 p ••• 

1ine. I ' ve been doing a l ittle checking 
into this Breveter crovd and nothing 
particularly conclusive except that I find 
t he opinion ot the people that did hie 
tinano1ng tor hia, raised hia eoae aone~ reel 
that he's gotten rather tat-headed and got a 
lot ot contracts and nov doesn't vant to talk 
to a11ybody. 

I eee. That kind or a tellov. 

Yeah, eo ve may have to give h1a a little ot 
the aame treatment ae ve gave 1leet, but I'll 
know more - I' m going to etop by there, J hope, 
on Thursday. 

Good. 

0. lt. 

Thank you. 

Right. 

124 

Regraded Uclassified



R.M.Jr: 

opera t or : 

R. II. Jr : 

llenrt 
Stleeon: 

R.II.Jr : 

S: 

H.II.Jr: 

S: 

R.II.Jr: 

S: 

H.II. Jr: 

S: 

Bello. 

IUaoon. 

Bello. 

Oo\OMI' 15, 1~ 
)158 p.a. 

Bello. When I co~ beak I tound r our 1nqu1JT 
abou~ an appoln\aent toaorrow at 10 o' oloak. 

Yee. 

I' n been tal.kinc w1 th C..ntral llal"ahall and 
he ~h1nk1 that't a l lttle t oo eoon. 

All rlght. 

Wow he'e got to no~ on17 thralh 1t out 1n 
de \all wlth hie own eubor41natte here but he' 1 
got t o ooneult wlth the Dttenee Coaaiee1on 
who hae the allotaent ot produot1Ye oapaoltJ, 
rou eee, eo he eucseete that lt had better be 
probabl t--poetlblJ t oaorrow etternoon late -
bu~ probabl7 the next aornlnc. 

Well, then wb7 not - would r ou eet a t1ae t or 
!hureda7? 

All right. Let'e tee, JOU tee 1t'e alto 
ooapl1oate4 a ll~tle b7 the tao~ tha~ thoee 
oontouded repreeentatlne troa South Aaer1oa 
are here and are talt1nc up all ot General 
Karehall'e t1ae. Let'• eee, no, I'• all 
r1cht !bRre4&7. (Ae14e - what t1ae, General, 
would rou pretert ) Well, oould JOU tell l'lln1e 
that we'll oo .. un1oate w1th h1a throUSh rou 
Juet ILII.lllakl7 ae the General hat t1ae to 
turn/ t&tllftltlow and eee wba t progre.. he' • 
IIU1q. 

It rou'll haYe r our ottloe Juet oall up here, 
eee, and Juet ear wheneYer ther're rea4J, 
we'll cet word t o Punle. 

You '11 produce h1a, wlll 7011 T 

Regraded Uclassified



JI.JI.Jr: 

8: 

H.K. Jr; 

8: 

H.N.Jr: 

8: 

B.N.Jr : 

8: 

H.N. Jr: 

S: 

li.II.Jr: 

S: 

H. M.Jrl 

8• 

II .N. Jr: 

S: 

• I • 

l 1U pralaM blat.!:' l'U ,.u Ida u•o •' 10 lie OOM Ullo ..., • 

All 1'1P'· Ia•• 10 be ••• 'lao on 'ftlvocJar. 

••••• 
I know \bat the General wlll do lt Juot •• 
qulolll7 •• be au. 

Plao. WoU, the General 11 co1ac 10 oarrJ tllo 
MlJ. &0 fa7 ao till DefODM CIOaaoU h OODOII'III4. 
Io tllat 1U 

Bo'o PoadJ to 4o \bat. Bo ,, ... to tlllak 
\bat'• IIJ.o Job. 

Well I tlllak \bat 1 
• woa4orta1. I tlllak 

\batle woa4ertal \bat ho'e w1111a1 to do \bat. 

All 1'1pt. We'll tPJ to 4o tbat. Wo .., 
bolloP tor oo•o help 1t wo cot- but I 4on1 t 
tlllak oo. !bo quoetlon 11 there, I'•• aeeu.od, 
\bat fh•J'n boon NtbeP t*lP 1n th11 utter, 
haYOn t tbqt 

Yoe, thiJ ho••· It'• Juet •• •• eald at lunoh 
that tbe71 Po too 11&117 ot thft. 

Yoo, thoJ'PO t oo 11&111 ot thft. lnu411n lo 
&W&J, I tlllak, Juet now, but I don 't lulow 
wbetbeP be woa14 han to 4o wltll tll.le - ho hao 
onl7 a1rplaao pro4uot1on. 

Bo' • nppon4 to u•• all ot u. 
Bo hao all Or4aanoo procSuoUon . 

Well, I •MD, I Jult tlllak \bat procSuoUon 
oo.ea UDder b1a Dot • • ••• 

Yeo, all Plpt. Well, tbon I don't know 
wbetllOP ho1 1 hll'O OP not. 

I 4oa 1 t know oltbeP. WoU, tbaak 7011. 

Well, tbe Qenoral tll.lake bo au 4o lMaoillooo 
•••a lt be len' t hoPe 10 we'll tPJ U UIJbDW. 
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H.M.Jr: 

S: 

!I.M.Jr: 

S: 

H.M.Jr: 

s: 
H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

R.K.Jr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

- ' -
Well, I'll tell th .. t o look tor • . • •• 

All right. We'll let J OU know - we'll let rou 
know what time Tbureda7 it oan be an4 Jou'l 
pro4uoe the 4efen4&nt. 

That'e right. We have a club •ember- I 4on't 
know I gueee JOU know it - Admiral Leab7. 

Oh. 

He belonge to our club. 

Doe• he? 

Oh, I'll ear he 4oee. 

• 

(Laugh•). 

(Laughe). Well, I 4i4n 1 t know whet her there 
wae eny truth in the rwtor that h&e been going 
aroun4 about it. 

Well, I t hought 1 1 4 t in4 out eo he lett here 
a rev minute• ago. 

Oh, he ' • coming up il he? 

Oh, he ' s in our club. 

(Laugh e) . 

Be ' e like a breath or freeh air. 

(Laugh e). All right. 

I t hought you1 4 like t o know that. 

I've never met him. 

Oh, he'e a tine tellow - you'4 like him. 

Yet. 

Be eai4 if he ha4 to juet tell the• - we 
ooul4 lick them, an4 he ear• all of th1e 
noneenee of eorap No. 1 an4 eorap No. 2, he 
eaye, Wb7 4on' t rou etop giYing them e•errthing. 

Well, I'• 4elighte4 to hear that. 
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B.M.Jr : 

S: 

H.M.Jr: 

8: 

B.M.Jr: 

8: 

B.X.Jr : 

- .. -
Be N71 1t11 all 11111 - a1 IOOD a1 7011 nop 
ODI 1;h1 ... 1;heJ Akl U01;hel', 

(Laape) . Well , I 111111 be knowe tb• then. 

lo I tboucbt J OU14 11ke t o know our olub 11 
powlftl. 

Well, that 1 
• po4. !bank :rou ••r:r a uob . 

All r1pt. 

We'll lat 7011 know. 

flwlk 7011. 

I 
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O.Sobe• 15, 1~ 
~100 p.a. 

111: BRI'ri 8B PURCIIA8IIG PROCHWl 

Prt11nt : 

H.M.Jr: 

Puni11 

K.II,Jr: 

H.II.Jr: 

H, X,Jr: 

H.H.Jr: 

Punh: 

H. N.Jr: 

Xr. Puma 
Xr. Yo ~a~~~ 
Xr. hokla:r 
..,., Bell 
)(r, BallutiJDI 
Xre . nou 

I ba<ra pt; 1'004 a.... I reallJ vaa 411001ll'aP4 
about; t;hat; t;b1Jae, I tobolllbt U -• 1apoae1bla 
&D4 I t;h1ak the aaa1aat; wa1 - be~• roa IDt t;ba 
pap art 

t ... 

'tbla 11 t;ba Obi. at of naff 1 a O'IID .. 110. 

IC;r be&~IDI, 

I t;b1Dk U 1e ~. !bat reall;r Nle&a .. 1 U 

I waat; t;o £1 ~• :rou Cbl beolriP'011114 oD t;bla 
tb1Da, eo t Ch1Air 1011 ba4 better beadle 1t 
a l1Ule oe.reflall;r. fbla h, •• be pat; U, 
1lba t; lla.Hball ChiDira be ou 4o, :rou -. 

U laD 't; e1pa4, aaala4 u4 4alhare4. 

Jlo, 1C 11 aot;, 8UAIOD Jaat; oalla4 M liP tobll 
a1Dut;a - be 11 pai'IODI!!r r.1DI So t;alra - So 
aall t;h1a t;o t;be lat;1o afaaaa OouAo11. 
He 11 101.11& So 4o Cb11 hlualf, tall t~a• to •*• roo• for tobla, :rou •••. 
EJraou,.. 
low, t;~aa:r oaa't ••• :rou t;-rro• at; '• be0&1181 
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Purv1e: 

H. M.Jr: 

Purv1a : 

H. !~ .Jr: 

Purv1e: 

H. M.Jr: 

Purvle: 

H.M.Jr: 

Purv1e: 

!i.Y..Jr: 

?ur•le: 

H. l(, J r: 

- 2 -

K&reball haen't got the time, but Stimson 
during Thuraday - I will oall you. I t1nd 
Stimson wants to do t hie h1mselt, you eee. 

Yee, quite. 

But Uarshall, on account ot all these South 
American generals being here - but he, lolarehall, 
1e going to take th1e t hing up with the National 
Detenae Council hlmeelt. To me it 1e - the 
reason I didn't let on, I wee eo upset about 
thla whole t h ing, becauae I d1dn 1 t th1nlt we 
could get it, did you? 

No, definitely not. 

I thought they were reaoh1ng t or the 110on. 

Now, are you still ready t or eome good neve? 

I don't know whether I can atand any more, 
but I w111 try. 

Here are your light tanka. 

Wel l l Now, can I make a copy ot tble? 

Yee. The point ie that when you aee Mr. Stimson, 
I'm going to let you tell b1m yea on the tbinge 
that be 1a aaklng for. I thin~ that would be 
a nice wa~ to let you do it, you eee. 

Yea, I aee. It ie splendid. 

I mean, I will let you eay yea to him. 

Thll.n~ you. 

Nov, that 1s very d1tticult, you aee, and the 
reason that these t hlnge take t h1e torm 1e, 
t bia 1en't a torm 1n which t he Ohler or Starr 
can oert1ty it. He baa to e1gn a cert1tication, 
you aee. Now, there ia another ehitt in thie 
Consolidated t hing, and 1t I am right - I will 
read 1t to you. Thie ie what they have on the 
thing: 

120 
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H.M.Jr: 

H.M.Jr: 

PurTill 

H. K.Jr : 

PurT1a: 

H.M.Jr: 

- 3-

•Due to the taUure ot the MAutaoture - • 
JOU eee, th1e 1e the va7 the oert1t1oate 
11 go1na to rea4. 

I eee. 

I will do 1t elovlJ. 

131 

1 Due to the taUure ot the .. nutaoture to •et / 
the del1Yer, eohedule viUoh vae ueed ae a bade 
tor the aaree•nt ot Ootober 1, 194o, a IIOd1-
t1oaUon ot that aareeaent 1a neoeuaJ')' 1n 
order to u.lte oerta1n thet the Br1 Ueh will 
haYe the 26 aYallabl e b7 Ma7 1, 1941. 1 

Nov, how does that oheok' 

That 11 r1aht. 

To haYe 26 aYallable 

B7 May let, 141, that 11 oorreot. 

Wae that the or1a1nal proposal? 

That vae the one we oabled after eee1ng you, 
26. 

Nov, 1 I - We deter to the Br1t1eh: Del1Yer, 
ot 6 B-24•e. • 

: 
PurTle: Yee . 

H.H.J r : 

Pun 11: 

H.X.Jr: 

H.M.Jr: 

Pun11 : 

•we pt troa the Br1Ueh: 120 Wrlaht R.-1S20-65 
eng1nee. • 

Yee. 

1S20 1e. 

Y .. . 
1 120 wr1aht R-1S20-65 engine• with vh1oh we oan 
power a pproxiaately 20 B~l7 ' •·" 

Yee, 

Regraded Uclassified



J,II,Jr: 

h"111 

H.li.Jr: 

P\1"11 1 

H.II.Jr l 

hokltJ I 

P\1"111 

H.N.Jr: 

h "le : 

B.X.Jr : 

H.II,Jr: 

- a. -

I, • , , , , , , *lob 1111)1114 OtlitrWhl M 111 dONCI 
4ue to •JICllle •bon .... • 
Y11. h tllat a eeooll4 UM, 120 lflol&ht'et 

llo, tbll 11 tha f1rlt 120 that 7011 pn ... 

XII, 1114 that 11 what tha:r &1'1 11114 tor. 

XII, tha:r aN go111c h aell: tor 10 .. 1;b1ac 
1111, too, wtuoh 1eD't too ba4. fhl:r 11'1 
app1:r111c th11 120 Vl'1ph whleh :rou ••• 
a1Na4;r 11•• tla.. tor 1;ba eu 11-24 1 • · I 
.... tha7 • ., that 1D hi'D tor c1•1DC :rov 
IU B-2411, tha7 &1'1 101DC to Cit 120 lflol~U. 
!hit 41al ali'II4J weDC thl'oliCb ODOI, 414D t 1 U 

VeND ' t tlae:r to glt the llx p1111 20 111 exohup 
tor tbo11 ug1D11t 

!bat 11 what I VD4el'ltoo4, 

Well, Dow wait. I tbovpt 10, bl&t Ill'. au .. oD 
4oelll •t t h 1DII: 10. He 1;!1.1nltl he 11 ctrtac :rov 
IO .. th1ag a441t1oDal, hi bon11t1:r 4oee. 

1Ve tur1;hll' 4eter to 1;ba BrUhh: DeUnr:r of 
20 a441t1oaal B-24 11 . 1 

x ... 
low, tlla po111t tllat ha 11 ak1DC 11, :rov Ill, 
ha 11 C1Y1DC J01l 26 - not ODI, blat i!6 MfOI'I 
tbe:r &It ~. I WDC oYII' thle th1J!I. 
Be 11... t o tla1DII: tlla t :rou 11'1 c•U 1DC 26 
bltOI'I W pt ID;rth1DC, 

'fbat 11 4ef1DUel;r an a441Uonal oontr1bv.t1oD. 
01'1C111all:r the;r Wll'l to pt IU Pllll 20l blat 
DOt DIOII111'1l;r tha t11'1t 20 aftll' the b, 

well now, 1:hlf are 101111 to c•t the f11'1t 
20 after tha 6. 

'fbat 11 probabl7 the uenr. 

An4 tha:r nnt eo .. 1;!1.1DC tor 1;!1.11. 
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B,JC,Jr: 

Punil l 

K.JC.Jr: 

~~or.r: 

R.JC.Jr : 

K.M.Jr: 

llo'-f: 

Young: 

Molar: 

B,li,Jr: 

llo'-1: 

H.M.Jr : 

H.M. Jr: 

- 5 -

r .. , u4 I ... 8llpU7 wroac allo. I wa4er 
wbetll .. lba1i 26 ... before • ea4 ot Apl'l1 
or 'before 1ibe en4 ot J11Det 

V.ll, he hu .,, U rllb1i 1ibere. 

I 4on'' ltJiow. 

Mr. su .. on Jue1i oalle4 aa4 aa14 1ibe1i ... uac 
tor IOaOI'l'OW OD 8-17' a, 1iUU, &A4 10 011, 1e 
111pou1'ble aa4 U w111 baYa 1io 'be~. 

Ve don'' aspen UJ' ••Unc 1iOIIOI'I'OW. 

Tllat h wbat I tbought, 'but I d14n 11i wut to 
oontre41ot h1a. I Juat let 1t co at that. 

Be aa14 tllaU ••• su .. on on the w1N hta.altt 

Be na on ~ wll'e hlaHlt. 

Want ae to tell blat 

Juet now. 

What did he ..,, 

Be aatd 1ibat General Manhall bad Jut OOM to 
h1a ud aa1d there waa t o be a oontannoe at 
ten o 'olook toaorrov 110rn1nc about B-17'•• tanka, 
&~~d eo on ud that ba ooul411'1i •••t 1ioaoi'I'Ow, 
1t would ban to 'be 'fhuredaJ' aoae t~ aad that 
be had Juet talked to JOu about aDOther -uar. 

!he old bo7 1e 

It 1e out. 

r ou haYe beard t 

I haYe heuod, 1••· 
I we nre chat we mat u wae, 'bu1i u 1a tor 
Tbureda7 eoMt1M. 
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B.M.Jr: 

MoLt.r: 

s.M.Jr: 

Xou.ng: 

B. M.Jr: 

PurTle: 

H.M.Jr: 

BuoUer: 

K,M,Jr: 

P\U"fle: 

H.M.Jr: 

Buckler: 

Plll'Yie: 

II.M.Jr: 

- 6-

Be baeD'' eet 'he tt.e rett 

llo, dr, be will oell ;rou en4 g1Tt ;rou tbe ,s.. •. 
'!'bank JOII. You ( PurTle ) ••• 1lba' JOV Jacl1th 
are do1q to ... 

(D1eouee1oD ott 'h• reoor4.) 

Do ;rou V&Dt •• t o oall ht. upt 

llo, he 11 Juet a 11,,1• a1se4, 'ha' 1• all. 

Iee, 1t 1e !buredar, ien ' t itt 

U 1e 'l'hurt4a7• I doD 't II:Dow wbat he h 
talking about . He 1t a1se4 up on eo•thing. 

'l'ht thlD( I talke4 with l.o;roD about out 1D 
laA Dteso -• tor tile BrHith to get the t1ret 
6 and than the AraJ would set oDe, beoauee thtt 
taltee oare ot the B-24 '•· 'l'htJ want oae t o r 
exper1atDtal parpoeea. 'l'beD the Br1tieh would 
get the Dtzt 20, vhioh ., uld 'be B-24-A'•• and 
it th•7 4o U that ... , , wh1oh 1a the WJ the 
agre .. ent 1D41oatee, the Britith will haTe their 
wllolt 26 'b7 tbe eD4 ot Maroh. 

'l'hat 1tD 1 t wbat I told llr. - 'but t o 10 'baolt to 
the thiq, u 1t nr, 1!ip0rtant. What w t old 
l Oll (Punh) -• that ;rou were to get the t1ret 
6 tnd t h en W Wlrl to 80 ODe and ODe • 

!bAt 1t right. Oerta1DlJ that -• the orta1nal 
1dea. llow the idea 11, w get the t1ret 26 
n oept t or perhape an o44 oDe that theJ nee4 
t or deeign1111· 

He 414D'' tYIII •nUon tbat . 

!her wlll _, that . Be pro'ba'blJ 414D't 
aenUon that. 

I••· Well, thl& 11 reallJ a 4eta11. 

But the WJ U w ae 'be t ore, be 'bluehe4 when I 

1.34 
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Pul'Yll: 

H.IC.Jr: 

H.IC.Jr: 

Young: 

B.N.Jr: 

H. M.Jr: 

PurYia: 

R.li. Jr: 

Pun1e: 

H.II.Jr: 

- 7 -

•on .or qu .. Uolle4 h1a 011 u. Be ... 
eabarra11ed. I .. 14, •well, rou are aeklnc 
tor 1oaethlDC a441tloaal after we haYe aa41 
the proalee to ttl•, 1 1114 hi eal4, •11ow 
Yilt a alllute -• 

Well, let'• trr 1t. 

No, hi ••r•• •we w111 g1Ye thea the 20 1nltea4 
ot the one an4 one and tor glYlnS the 20, one 
and one -• I a1ud hla tor 1!)4. flier are 
alklng tor 1!)4 a441Uonal Vl'lgllh, 1820'•· 

Y... There 1a Juat one thine I aa DOt qu1h 
olear on. !'bat h the aenUon o t the 65 engl1111. 

No, the 65 enc1nee 

Ot the 120. 

I aean, ther are going to go lnto the B-17'•· 

I •••· 

120 engine• and thiJ ar•.r1~ 1nto tht B-17'• 
and th111 other e4d1Uon 1~ an so1Ds 1do 
the B-17'•· The oerUt1oatt wlll read that 1t 
vt don't get tholl englntl, thlll thlDCI will 
han to go 1D 1toraae, eo br g1Y1ng 7011 1lP 
26 ot theee, thlr are able to put 22- 44 B-17'• 
1n the a1r and that 1• vbat the oert1t1oatt will 
be, JOU 111. 

Ytl 1 I eee. 

Vhloh 11 a aatter whloh I vouldn't Ylre, ot 
00 \ll'll. 

Oh no, but that 1e a Ju•t1t1oat1oD. 

Tht7 YIDt 154 addlUoDal Vrlilht 142011, llld 
that h the Jultlt1oaUon. lDd thiJ cet the 
111ProYI4 B-24'•• but \he 4eal 11, •• U le DOw, 
whloh 1• a baUer 4aal - DOw, here 1n hle o­
han4wrlt1J18 hi hal wrltttD, 1 UD4er th1e we 
oould get (1) oDlJ 10 B-24'• b7 Mar 1, '41. 

135 

/ 
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BuoUer: 

H.li.JJ'I 

PuJ'\'le: 

lOUD& I 

laolli71 

B.M.Jr : 

H, IC, J J' 1 

Buoklt71 

-.-
(2) 10 'lleUer B-~'• after IIQ ;1., 1 .. 1!. wUIInt 
odra ollaJ"P. (]) llllclaea fltr ~ ll-1r'•• wb1e!l 
otbel'lliH wa14 be po11114e4. I 

l thlllk I aa ~'lib'· aa l 110t, tllat tlllo pno 
Clle lq11U a atra~ht 26, at befON th17 nre 
pt.q to pt 6 aa4 ilaea pt ou Ul4 oao. h 
tllat r!PU 

'nUl lllpJ'Oftl tbe u •• 1D tdllell tbe7 w11l pt 
~ aut 20. 

011 "'i tu wblell tbe7 pwo liP 1,.. lfrtalata, 
whlell 'boU'" ,..,. oaa to. 

b tbeN M7 t7J)e qllOitlOD 1a'f01•e4 1D tllla, 
4o :ro• aowt ft8 B-M'•• aN th., A or I' 

!Mao are tile oa.. w 4oa 1 t w.M • 

rue 4oou •t gpro•• crrer tlle 4e11••1'1 1DUoatet 
b7 tho aob .... do whlell 7'011 All4 horetai'J llt1Jiaoa 
wo111te4 oa, bat tbat 1Jiprcrroo oono14oNb1J onr 
nat tho lr1Uell 11111114 pt 1t n fltllow4 tbat 
tbeol'7 1D U.o w1th tha lowor Oonool14at:e4 
pro4uoUoa. 

Vhlob oaao 1D th1o JIOI'D1D•· 

!bat 1o rlp;t. 

ht Clle uau. l .ant to .Uo YOI'J oloar 1D., 
o• a1114, w aa14 n 11111114 pYo tboa 6 All4 tboD 
WO 11111&14 p OM 1114 OJIO. low, tbe 111.1' Doparaell& 
..,, •• wU1 pn th• tho t1Nt 26. 

Altboqb tbeJ Jl&1 aaatell Ollt ODO 01' tw tboll­
aol•oa. 

Yoe, wtllob ho 414D '' IIDow. Vhloh an4oDU7 
llarellall 414n '' II:Dow. 

It n p•o ~ OJIO u4 OJIO OD tld.l .... II lot· 
pro4uoUoa, tlle7 woll14 be ooaa14oNb17 loapr 
••"1DI tboll' 20 Ollt. 

fbo ..... tap to tho l.ftl1 11 that t11o7 pt 
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K,M,Jr: 

Pur'f11: 

Buckley: 

H. M.Jr: 

Pul"'fh: 

Buckle)' : 

H.M.Jr : 

Purvla: 

H.M,Jr: 

Pun 1a: 

H.M,Jr: 

- 9 -

B-2~' • with the euperobarger, wb1oll. g1nt 
the additional epeed at ll.lgll.er a ltitudea. 

That 1a wll.at the oert1floate. will a&)', but 
tll.ey haYe turned thalllatlYea 1n•1de out tor 
thU. 

Yee. And tll.at 1a the B-2~A, 1an 1 t 1tt 

Tll.e 20 art B-2~A 1 e. 

b•• )'OU got that ( Var Depart111ent 111e1110randu111 
Re Deferaent of L1ght Tanka, Oot ober 15, 194o )' 

I tll.lnk ao. 

Ie there an)' dieounion of the 211 B-2~A 1 at 

No, and I don 1t vant &nJ d1aouaa1on. I w1ll 
tell you 1n a 1111nute wh)' I don 't want an)' 
dh ouaeion. 

I gave 11.1111 a oopy or tll.le me111orandu111 here 
of Beaverbrook 1e, and we read 1t. He ea1d, 
0Pleaee take 1t baok. 1 He aa1d, •It I ga•e 
th1e to General Marahall -• He aa)'a, 1 M)' God, 
noth1ng eat1ef1ee the Engl1eh. 1 He eaid, 
•I wouldn't ll.a•• tha nerYe t o ehow 1t to 11.1111. • 
8o I wouldn 1 t t ool around. I reall)' t h1nk tll.e)' 
haYe abaolutel)' turned t ll.a111ael••• ine1de out. 

Yea, qu1te. We ahould l et 1t go. 

I would. I aean, that wae ll.ie reaction - he 
handed th1e back. He wouldn't keep it. He 
tell• ae about getting you 10 or 12 boabere 
to go oYer Berlin that we haYen 1 t got an)'tll.1ng. 
He aa1d , •It there 1a, I don't k.now ot it. • 

The onl)' thing 1a the un1JIII)ro•ed ahipa. 

Now, 1f )'OU want •• to, I as perteotl)' w1ll1ng 
to oall .up tll.e Prime M1n1eter, Maoken&1e I1ng, 
and tell 11.1111 per10nall)' to get word to BeaYer­
brook, t o atop th1a aort ot tll.1ng and th1a 
idea of g1Ying Morrie V1laon additional th1a 

137 
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H.M.Jr: 

Purrta: 

K. M.Jr: 

PUI"f1a: 

H.M.Jr : 

H.M.Jr: 

Purna: 

- 10-

and tb.at, tb.at U 1a Juat IIP .. U1D& 1iO u. 
I oan 1t do budnua w1th liON theA one 
rapreaantat1Ye - one diploa&tio rapreaantat1Ya 
and one purob.aaing aiaeion repreaantatiYe. 

And aapeoiall:r when tb.a other one 1an 1t hare. 

When the otber one ian 1 t here. I wae t b.lnking 
ot a w.:r 1iO do it. The WAJ to do it would be 
tbrouab Kaolten&h ling. You can get word or er 
there. 

'l'hat would be Yel'J oleYer. 

I aean --

It Just goea aga1Dat - it ia an illuetration 
ot the Yer, thing :rou aent1oned thla aorntng. 

Well, Juet aleep on lt, beoaaae the thing ia 
getting - Juat aalta a nota vben I gaYa thia 
( Keacrandua tl'OII Beanrbroolt to Morrie Vileon) 
to the Seoretar, ot War be wouldn't accept lt. 

I tbl.nk ll)'aelt we ben got to get awa:r tro• 
thia buaineaa ot aalt1ng tor the odd thing. 
I tblnlt it h a Yer, poor thing. .U :rou ea:r, 
putting the dtuatlon on the tabla we will 
graduall:r get rid ot that. 

Vall loolt, there ia no uae aendlng an:r acre 
rapre .. ntat1Y" to ••· I can 1 t worlt that va:r. 
!hie thing ot aalt1ng tor thh apeo1al thine 1e -
I can 1 t d"ol'ibe it an:r better than tbat the 
Seoretar:r ot Val' wouldn 1t aooept it. He juet 
wouldn ' t take u. He aaid, •Don't giYe 11i 1iO 
ae.• And I t b1nlt, •• I ell)', it would be to 
:rour d1atinot adYantage to let :rou aee h1a 
Tburada:r and that giYee :rou plent:r ot tiae 
to get the word o•er about an extra l~ engine a, 
eo when :rou vallt in :rou oan do the t hing in a 
grand aanner. But I nenr thought :rou would 
get the 70 tanlte. I neYer eYen thouabt :rou 
would get thia. 

I aight aa:r tbia ia Yery good. 
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H.M • ..Tr: 

Pun is: 

H.K.Jr: 

Punia: 

H.M • ..Tr ; 

P111'T11 : 

H.M.Jr: 

Purr1a : 

-11-

'llb.S 11 tbe U'N.IIpMDt OYer tbe 81I)IUO 

lhlh••' 
U ... 10 .. llaob1De tool 11haUon \bee •• 
t1UU7 1rolll4 oat •tc•• a Fo4 ual of •••· 
I t1Aa117 rea4 the riot aot. 

Be 1171, 1 '111 are now happ7, oontete4, &D4 
oerta1D with all the SlliltlnOI WI baYe reoe1Ye4 
fro• the Unite4 ltatee that w will in the en4 
prnall an4 the en4 il DOt tar ott. • 

Well, 70• know ll .. nll"brook lleUer- 1t I 1111\ 
wo1'4 t o lfaoUnaie 11nc, u 111Cht onl7 irritate 
hla an4 1t 1t wu' t 11orr11 '111l1on, mo 11 70111' 
fr1en4, U a1Cbt be IOM'bo47 wbo 11 DOti. 10 1t 
aa7 be better to lit b.1a ban llorr11 'IIi 100, 

wbo 11 JOUr fr11114. 

I thlnk th ... a1pt be 1011 other _,, bownr, 
of oaJ"I'71Da out 11bat I be11en to be a 1004 
IUCIIItion; if I oao SiYe it a little tb.ouebt · 

Well, 1f it 4oe•n't irritate JOU, it won 't 
irrUatl ... 

llo. On the other ban4, U 4o .. at ua .. c•t 
a little 41tfioult ~~~ 70U cet th111 oroee 
o1'4ere. 

You aisht en4 up with eoaebo47 tbat 7011 ooulcb 1 t 
vol'lt w1 th. 

That 11 what I bin 11•7• tboucht. '!'bat ... 
aerel7 a utter t~ 1nto.-Uon to 70u. You oao 
, .. r u up. fhl& laat wo1'4, 1 'fhl an4 ie DOt 
tar ott, • I 4oa't kaow what tbat Mane. Perhape 
u 4olln '' •u 1117th1AI at au. 

llov, if thl7 nee4 10aethiDC, the7 are soinc to 
pt llx of tbeee Ooneol14ate4. ~ DOt equip 
til.• with the lperrJ boab e1Cbt ae well a1 the 
other th111& ao4 u1e th.. tor fiell.tlDC purpo•••' 
Y••· I woul411 1 t be eurpri•e4 if that ie wbat 
beppen1. 
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ft,M.Jr: 

H,M.Jr: 

Buckler: 

H.M.Jr: 

Buckler: 

Pu"1a: 

H.M.Jr: 

~11: 

1!. K.Jr : 

Buokler: 

1'11"11: 

H.IC.Jr: 

Buokler: 

K.II,Jr: 
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I don 'c uow llhere Che;r .. re C01DC eo uee 
thea, tor terr;r1DI purpoeee, but 1t Che;r need 
th .. e e1x, ·~ not take Che t1nt au tor 
tllbUDI purpoeee and take eou other tor - -

!her don't haYe a tall Curret, Mr. lleorecarr , 
&114 Cha:r don't ha.,. a power turret of an:r 11:1nd. 

How UDJ are there ot that sroupt 

lllx. 

I thousht then were nlDa. 

lo, there .. re ee•en all together and eb 10 to 
the Br1t1eh and one to the ~. MaJor rleat 
oharaotar1zed thea ae 0ola;r p1gaone 1 • 

That h the anawar, I th1DII:. 'l'ha:r are Juet to 
keep oomaun1oat1one bet .. en Borth A8er1oa and 
~niland 1n good order, but !lot tor t11bUDC 
uoh1nee. 

I th1nll: an:r aore requeete, atter th1e, :rou oan 
Juet p1geon-hole. 

Yea, l et'• get onto a broader bae1a. 

Yea , beoauee :rou oan 1 t do an:r -

ThAt 1e what MaJor neat do ... 

I 4o not l111:e the ooaparhon. 

Mel Char do I . 

I ~e 1t Chat t h1e deo1e10D b7 the ~ VOD 1 t 
be 1apleaente4, than, unt1l atter the 1'1wreda:r 
oonterenoe, eo tha t the Br1t1eh won't haYe anr­
th1ng to do unUl than. 

140 

1'he7 don't ha.,. to 4o an:rth1DI until Mr. PurY1e 
and whoeYar ot :rou ganUnan are here on 'fhuredar 
10 vUh b1a, but I would j11et au •1Cht unUl 
•• hear troa Che Ara7 that th1e 1e llhat 1t h. 

Yea. In the aeant1 .. , I oan 4eYalop a:r po1nte 
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R.II.JI'I 

B.M.Jr: 

Pul"rtl! 

H. II.Jrl 

B.I!.Jr: 

H.M. Jr: 

Punh : 

H.K.Jr: 

- 1) -

•• to w!Mtbar ~· - tb .. e uua enpaee, 
bllwYer, I ebo1114 pt that wll. 1a bu4 troa 
our people. 

Well, :rou MAD the extra enpneet 1llaD 7011 10 
1n there, I bope :rou ou .. , :r••. 

Yee, exaoU;r. !bat h wbat I MAD. I aot 
set blle:r on -:r e14e. 

leoau•• that w11l - 1t tbe e1tuat1on 1e •• 1t 
11, u4 I - eure tba:r woii14D 1t ea:r U 1e 1f 
1t 1m1t, aD4 the .. fOIII'-eDPD• ~bore are 
&OlaC to be grollll4e4, JOII ou 40 that. You 
ban 10t tboee •IU'Plu• eDPD... I 4oo 1 S mow 
of a boner plaoo to put tb•. 

No, tbA 1e r1pt. 

Mow, Juet a alallte. ~bare 1e one tblal that 
tbe:r aelut4 tor. ID Xr. SUaeon '• b&ll4wr1U~ 
on the e14e, be .. ,. bare, •our ... 7 1Dob lllll 
pro4uot1on baa not a4Yanoe4 tar anolllb to 
preYent our be1Dg w1111DC to etaD4arll11&e on 
tbJ:e.• 

141. 

!bat 1a 1n ropr4 to the ... 51 Obe a4opUon b:r 
tbo u. s. of tbo 4.5. 
aow, tbo:r baYe beon aeklaC tor a ... 5 &D4 1t :rou 
ooll14 set one oo a boat u4 .. o4 u onr bare --

I t.Yo aarked, 1UD&ble to en one. • 

1lbol ro 414 I ••e the tt 

Vo ban oablod au:r w .. ka ap tor tboeo. It 1e 
1a the bod;r ot the .. -.ru4ua. I etrv.ok U aD4 
ba•o 1t .. J'koel 4o'llll bero that tbeJ aro UD&blo 
to get ono. 

Ho etreaaed that. fboae tb1nca, :rou know -
bore tbe:r are aak1ns for th1a and the people 
aa:r, •It wo ooll14 oDl:r aae ona, -:rbo we oolll4 
4o 1t, 1 

\'bero 1a at111 a e1x pounder to ooae. !bero 
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tr.H.Jr: 

B.X.Jr : 

PurY1t : 

Pul'Yl.t : 

B. M.Jr: 

H.l!.Jr: 

PUrYh: 

ii.N.Jr: 

- l~ -

1a a poa poa on ttw •&7· We b&Ye aned tor 
eaoh one ot ttwae tJPu, h t&ku a loq UM 
to get th .. aoroaa, apparantl7, 

Well, I think th1a 1a a sood d&7. 

Are we able - I aean, 1t t h1a olaara 1D the w&f 
t b8t 1t looke ae 1t 1t would olaar, where tbe 
t ypea are aiall&r, 4o JOU think tbe RrO tlll&nolng 
e1tuat1on oan DOW - 70u eald t o work on the 
auuapt1on tbat that woul4 work, wh1oh 1a to 
gat latter& read7 111 etteot tor tboaa ot theae 
veapolla wh1oh are uaetul to the UD1hd lltatu, 
t o get - tJ')' to pt lethn whloh vlll aue the 
RJ'O think 1t vlll help. 

I think eo. Be eure and aentlon that to 8Uaeo11. 
Be eure aDd Mnt1on that to hi•. 

Beoauee t~ 1a nov - it that vee eettle4, I 
would be v1n&1n& •1 V&f toward --

I think I would Juat aention 1t. I don't think 
JOU are going to be able to get 1t , tor lnetanoe, 
on the 25 pounder, whloh 1a entirel7 tor 7ou. 
You don't expeot that . 

I h&Ye aarke4 there that it la not a uaetul 
weapon troa thelr Y1 ... 

No, I aean on the tlnanolng. 

~t h whet I aean. You oan't get t h e tlnano1DC 
where it la not a ueetul weapon. 

I don 1 t th1nk I voul4 au tor 1t. 

No. But there are one or two oaaaa, 1n taot, 
two or three oaaea. 

Wtwre he eald U would in-aae our pro4uoUon 
an4 a&ka aore pro4uotlon in thia oountJ')', then 
the7 oan oertitr it. 

'l'h&t appllea to the anU-&lroratt cun• an4 
pouiblf the elx pounder and poulbl7 the 4.5 

1.<12 
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B.IC.Jr: 

K. IC.Jr : 

H.IC. Jr: 

Pum a: 

B.M.Jr : 

P~1a: 

B.M.Jr: 

- 15 -

Vo ... 111 b PII'MOOO 80W of aU.-pt1JII .. 
otretoll tat te 111olllllo pleat ao woU ....,.. 
lt lo a otonO•r41ao4 ca-. 
filet lo all l'lpt, 11bore u 1o tllo baH of 
tho pJ'04ut1oa -

vo ... COk'• a 4ran of a loUol' 4ow te 
tho lilal' Dopanuat toalpt to oeo 1f ~., 
w111 appi'01'o U. 

u 1o .,.., bpol'tallt. 

You opoko '«~ .. U..t tho' ~h aoi'DUir. 'fbd 
le all l'lpt. ht 'llbeN bN 1o -tiWic 
\bat w oaa•t uoe, I woul4D 1t aok fill' u. 

lo. I tll111k tllat 1a 4on, MOIIIlOO aftel' all, 
tho IUJ.D OODd4traUOD • ODI OODd4oraUOD 
ouholpa b othol' fol' u Ol' w -14D't M 
taklJIC tllot Y1ow. 

Ill'. au-• .. ,., 1V111 tllo7 " able t o Jlll7 
tor all tllht 1 llo I aa14, iyOD ba4 MUll' DOt 
aak u, U 111CJlt 41aooUNCe JOU. 1 I aa14, 1 I 
lla'flo fO' a .. ao 011 ~t. • Ho aal4, 1All 1'1pt, 
I WOD t aak JOU . I 

Ae a .. ttol' of faot, I oaa ' t OYer-..pbaol&e 
tho lapol'talloo, ae fal' •• I know tile p1otuN, 
u4 I aa 110t OUI'O tllat I kDOw 1t all, of ~e 
1'0ll1q ot'ol' of tllat oapUal oo..ttaoDt 1D 
thoao laot few aoatho, 'booaoo tho pi"'cluot 
loiii'Jlau out Yeey ooafoi'Ubl7• n lfl.,.• uo 
tiM • o co• Gal' boaao 1D ol'4ol'. 

J oa ..... 111 100c\a7, e4 for tllo fli'Ot Uao I 
• oaUoaecl tlllo 14ea of llolp1q tho ~uu, 
u4 be 1o ora&J about tho 14H, ora&J about 1 t . 

Voey aooA. 
llo .. ll1p10 • .,. holp tho oti'Ht I'A11W7•· 
41reot tU. '«< \la7. Wo alpt c1o 1t Ulat WJ• 

0oo4. Voll, U Otl'ta1Dl7 DlCbt MaD a 'flti'J 
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H.M.Jr: 

Pu%"1'11: 

a.M.Jr: 

PurY1e: 

H.l!.Jr: 

PurY1a: 

H. !I,Jr: 

PurY1e: 

H.l!.Jr : 

PurY11: 
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uutul extene1on t here, . .,.r'l ueetul. 

Yea, on beet part1oularl7, ot Which 70u eat 
a lot. 

Yee, we do. 

I think th1a ie all right . What i1 tbe date , 
toda7t The 15tht It ia pa7da7, ian't 1tt 

Ve got aatel7 paet t he l }th, It waa a aoonl1ght 
night , but we got aatel7 paat 1t. 

I haTe one other a1nor thing wh1oh I don't thiAk 
w1ll g1Te ID'I dittioultJ. Ve haTe one end ot 
our a1eeion wbo baa Juat arriTed and wbo haTe 
been t7ing 1n Tel"' wll, and that ia the aerohant 
ah1p-build1ng a1aaion. The7 are in the poaition 
where t he7 want to get t he right to uee the 
oapa01t7 ot t}l,e Beth.lehea. Bethlehu are prepared 
t o open up an old 7ard wh1oh 11 not open. Other­
wiae, the'l haTe got a great deal ot the atutt. 
Oan I go to Xnoxt 

That ien't the place to go. The7 mentionad ~nox, 
eo I Juat aeeuaed it. 

Oh, t hen it 1a Ada1ral Land, i1 itt 

I'Te Juet been through th11, tl"'1ng to bu7-
get the Prea1dent t o oka7 out ot hia apecial­
apecial tund threa Coeet Ouard Cutten t or ua, 
ao w want to la.nd on the epare eh1pJ1rde. There 
are at l eaat three ot theee - e i ther three or 
tour 7arde on the Veet Coeet and all ot thea 
could haTe taken thh bud nell on th1e 327 ,000 
ton boate and could haTe t aken all three at 
one Uae, Adalral Land hae a aan who Juet 
apeoial1r.ea 1n where there are ah1pJ1rdl 
aTailable, and Xnox haa nothing t o do w1th 
that. 

8o tluo. t - -

8o the pereon to eee 1a Land. 

I aee. 

144 
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H.M.Jr: 

PuJ1'1a: 

Pul"rte: 

H.)(.Jr: 

Purua: 

H.M.Jr: 
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!hle ien'' - I .. aa, it would be det1nittl7 
A4airal L&Dd. 

Yerr cood. Vbat ~., pat to •• wae, when 
we eaw Ada1ral Lall4 in Waetwacton be wae 
Allltioue tor ue to pt 1D touoh wUh !oM 
lh1pJarda CorporaUon. fboll(lb ve han 110t 
71t cot tar on ~. teohDioal e14e, 1t 1t 
ol .. r that the7 are prepared to take tluo 
whole ot the procraa ot l6o ehlpe a 71ar. 
-r .. ter4q we eav the pr .. ident ot tbe Btthlehea 
CoapanJ. Bethlehea are intereete4 1n ~~ id" 
ot open1DC a new 7&1'4 or ute1141Dc their preeant 
a el'ohent eh1pba.1141nc t o iU tarthen point 
to IUI4ertake the procraa. It the United 
Statu retueee to allow thea to undertake the 
worlt t or Ult that 1e the e nd ot the atter. 

Nov, it I underetand it, the onl7 obJeot wae 
not to co ava7 troa the tiret ooapanJ, but eo 
ae not t o be ant1rtl7 14 t h e hande ot one -
t or bidd1ftc purpoeee. 

I don't underetand vb7 th17 didn't CiTe JOU 
theee three or t our ll11t Coaet 7arde, and I 
wouldn't t ool around with Bethlehea and it 
7011 want - aelt thea t o SiTe 70u the naaee 
ot eoae Weet Coaet T&rde. 

Yee, that 1e the anever. 

And I think that 70u will t1nd that tbe ooete 
are quite ditterent on the Weet Coaet. I 
thlnlt 70u will t1nd the7 are lover. !here 11 
thle territ1o &lut ot bu11D111 on the bet 
Coaet and Terr little on t he Weet Coaet. 

Yee. Well now, the ooapet1t1Te ancle that 
ve want to deTelop, ae tar ae 70u oan t ell , 
1e better deTeloped on the We~t Coast rather 
than to co to Bethleheat 

Well, ar eucaeetion 1e. th1e : Aelt ~e• t o CiTe 
10U the naaee ot eoae 7arde and ar ~~ ltttle 
outtere are c oins t o eutter bT t h11, but au 
thea to giTe 70u the naaee ot eoae T&rdl that 
baTe va7e anllable to do bue1neu and that 
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PUI"''il: 

H.M.Jr: 

PUI"''11: 

R.M.Jr: 

H,II.Jl' l 

PU.I"''il : 

H.)(, Jr: 

H. M.Jr : 
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wiU CU'I J'O• JOQl' OOIIJ)eUUYI b144en. 

And A41111'al t.D4 11 tb8 Milt 

Yeo. Let M aelr. hla wbo ~~ p eriOD 1e. 

Bow do11 it t1e ln with thl ••YJt What i1 
thl OODDIOUOD with thl .. YJ l)epart•nt that 
aide our people got 10 Ued up thiNt 

Loolr. at thl p1'111dent ot anJ ot the eh1p7a1'41 
aD4 11e wboll'l the7 WIDt to IOhool . 

( Llqbter.) 

fhiJ are aU gra411atee ot Annapol1e . , 
I eee. 

8\lt th17 don't .... to han gN4uate4 troa 
Aanapol1• on ~. Welt Ooeet. Olr.art You aelr. 
t he aoet eabal'l'llliDI queiUORI. 

I bel1ne I do. I pnerallJ cot a YOI'J uuelng 
a.newer. 

Well, do 70u think we bid better 10 nowt I 
will talr.e 87 penoU, t oo , enn tbough the point 
1e brolr.en. 

I don't lr.Dow whJ Fol'l'lltal oalled ••• bat be 
1ald he had been 1D t ouob with 1oae ot hle 
trleD4e 1D waU atNit and th17 aald the head 
ot the Brew~ter •• a tathlad and hi baA 10 
11&117 o1'4era tll&t ba Jut di4D 't IIIUlt to pa7 
anJ attlllUOD to aDTbodJ and ba tbol!lht WI 
wouldn't han t o treat th• thl wa7 we t1'18te4 
.. Jor Float, g1Ye thea thl atrong-azw, tor 
wbatner u 11 wo~. n waa •an1nclln to 
ae, but rou people a1'l 4o1DC buaineae. 
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WAR DIIPARTTIIKNT 

OI'P1CK OP' THE CHIU OP' nAn' 
w~-

lllt.b ~ • ......,. to t.be att&obed Uete, &Del aa t.be 
bUI.8 Of & TU'7 banie4 ana1Nti.OD illto t.be 1Jmll-ta1 

1. D•14 .. - as po'CIIIIIca - !be plaoi..Dc or cirden 
tar 1800 ot t.baM pu ill thio -v,- aboul4 DOt illtortare 
wit.b INl' prodactl.aa it t.be allocatl.011 ot pluta tor thia 
purpoM 1a ooat.rolh4 liT t.be Adwiao>r7 c-ittaa. !be c-
1~ ooul4 DOt later 'ba caanrte4 tor 0111' ua. 

4• TePk ,.. '"' 4¢1-''"k '9!1 \. !M p1 •c1nc ot 
theM orcJera aboul4 DOt cc.pl.1oata 0111' 11-tl.oo it allocated 
ill t.be proper .......,.. It 11 probaba t.b&t .. will accept t.be 
6-po1DMr .,.., &Del oarr1&p .. 0111' ....s.l ot thil t;rpe. 'ftle 
Britl.eh nideD~ are-~~ to aooapt 0111' :n- c- &Del 
7S • CUll tor t.ba 11-3 ~. llhl.ch .tllrt.bar e1ap11t1~ t'ba 
prohl-. 

S. !lUlu - 303 Jatiel41 - I aa tol4 t.bio ....S. OINlcl 
'ba placacl wit.bollt ~ illtort-ca wit.b _. ~· 
'ftle CUll ~ 'ba aAiapted to oar 11M wit.bollt a •Jor opara\loa 
l.lm>1'filll t.be ....: .. -... ot ... •tl.ra ..... banel. 

u .. p..t nr Boct Ialazod .30 oaUw Spr1Dif1.U 
plaat into opareU•, wa will 'ba w 1nc out 1000 c-o • dq 
ill &boat l1&bt -u... !Ida llieht 'ba claDa Oil t'ba ba81o ot 
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I 

Regraded Uclassified



1.49 - l ' 'Y 

r~ 
10 ''"" 

Oot.aber 14, 19<11>· 

n.e to tbe tallure or t.t. •mataoture to •• t. tile c1e11....,. 
ect.dule wbidl ... uaecl .. & 'buil tor tbe ecne-t. or 
October 1, 19~. & 110d:ltic&t.10D or that. &p'll mt io DIOI•UT 
1t1 orcS. to ..Joe oertain t.t.t. the 111'1 t.1ell w1ll b&n tile 2b 

&ftil&ble • - l, 1941. ' 

I - !! ~ li. !M l!ri!.1111• 

Dalin17 or 6 B-24'•· 

!t m ~ ~ tit' ebr 

120 'lricJ>t. B-1820-65 eacw• with wbiob .. can p.,.... eppro:dat.eq 
20 B-17'• wb1dl -.ld ot.b&rwi11 t. 1tl etor&&l eme to eaci~>~ llbortep. 

II - !t tllrther i!t.CJ1: !!!. !H Briti!b 1 

Dtlinry or 20 additional B-24'•· 

!t W .ttsli! lQt QrW eb I 
154 &d41t1ooel 'fri&bt. R-1820-05 eacw• with ...,idl .. can power 
approxiuteq 22 B-17'• wbidl wollld othlr'Will t. iJ> at.or&&l em• to 
qiDI ebortep. 

!l m n:. !.Ill. l!en1ftctpm• 

20 iloprqnd ~·• with Tllrbo ~rcbar~C' and ccaplete .-e\ 

iJ>at.&lled. 
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_,,_ry 

~~~ 
·~ (~c. "'-· 

111e BrltUII-' ?0 ~ II2A4 (14cbt) WID. 

!ll!!l!r.• ¥ 
l~" ..... , 

Deli'ftr7 ot- liP' ...... ,..ntllooR -t, r 
tar~.Uneb, 
IIDtil ?0 -- .... clllli....-.l te tM lriUIIa. 

1!! D1lim a m r- u.. BrJ.tUII• 

63 Pratt a. 1111.'-7 ll-lB)O - 31,41 eqlllee wltll *loll w _. p_. 
apJII'Oziat~ 9 W4 ... 

53 Pratt a, ti .. ll-1.8)0 net- wltll '11111oll W - ,..... IIPIII'm1• 
•t.elT 15 0..47'•• 

224 Pratt. a. titllq a-.2800-S .,_, ... wltll *loll n ..., ~ 31 u 
iataq ?0 ~···all~** 
wnl4 •IIMrwl• lie 1a ....... -
.. qia ....... . 

OOltiiDEHTLU. 
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HU,Jr gave th1a memornndum trom Lord 
Benverbrook to Secretnry Stimson at 

today and Mr. Stimson refUsed 
take 1 t . 

151 
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COPX 

London, 

October 11, 1940 

to: »orris Wilson 

Fro:n: Beaverbrook 

It ia i~rative that we should have an i ncreased n.,.. ot aircraft trom the On1 ted St atu. In particular 
..e want bombing aach1nee capable of reaching Berlin at 
nl.ght with a ton or more of bomb a. 

We want very much the Consolidated LB 30 and the 
Boeing 8 17. 

We would be well satisfied with the PBY fl7ing boat. 

Can you persuade t he Adm1n18tration and !lorgenthau 
to send uo forthwith 10 or 12 of these airorart na a 
speo1al cla im by ue to enable us to defend ourselves aore 
completely. It li'OUld ap:p~ar daelrable tlv\t you should 
Wldertake on behalf of our Government a drive for more 
production ln the aircraft factories for more aaaistnnce 
ln suitable aircraft for the American Government and for 
a apeedlng up of production of llright 2600 engines which 
are eaaent1al for our Stirl1ng prograame here . 

It you would consider pressing forward ~ith a 
Prosra-e to give ue the aircre!t and acceaaorlea we need, 
I would aelt the W.niatry to confer on you apeoial powers e.nd 
authori t:r. 

' 

( 
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BRITISH PURCHASING COMMISSION 

October 15, 1940. 

Following my letter or the lOtb of October, 
I now inclose the following aeaorenda relating to the 
extended Aircrart Prograame: 

1. A short covering explanatory note 
tor your own information including a table 
ot the forecast ot deliveries of the orders 
now in production tor the U. K. in the u.s.A. 
and of the orders we wish to place under the 
new extended Aircraft Programme. 

2 . An historica l and financial review or 
the present and pr oposed programmes: this 
memorandum I suggest tor yo~and the Treasury•• 
information. 

3. A memorandum expl,aining the proposed 
Joint Anglo-American Aircraft Production and 
Capacity . This is for the inforaation of the 
various Departments concerned. 

The Secretary of the Treasury, 
Waahincton, D. c. 

Yours sincerely, 
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!II!!! PROPOSALS FOR CJ!IA!'IOI OF l!lltij M 

A!RCI\Alt Pl!OD!!Cl'IOII OAPACIU 

C<>nrl.ng expl&Datory note tor the 1n1'o,...t ioo 
or Mr . Mor1entbeu. 

1. Existinc progr8JIIIIU1 incl uding cont racts 

taken over !rom the French, show that acgreaate aircraft an4 

engine programmes now 1n progreaa or negotiation tor the 

U.K. represent a total cost or approximately Jl,750,000, 0QO 

and provide tor deliveries or ccaplete aircratt at approxi­

mately 250 per month !rom July last, increasing progreasi vel7 

to upwards or 750 (aainly combat types) by July 1941 and 

continuin& at such level until w.rch 1942. (The pr evious 

estiaata was 700 per month . ) Also, under these progra .. es, 

combined with supplementary engine schemes now being neao­

t1ated with the U. S . Administration, additional engines tor 

elq'Ort to England which now total app.roxima tely 400 par 

aonth should r ise to about 950 per ICODth by the end or 1941· 

This figure corresponds to approximately 550 combat planes . 

The acsregate yield under pr esent arrangements thus covert 

a peak figure dUrin& 1941 or llQQ aircrart per eontb· or 

which 550~~built in England but provided with enaines 
~ 

from tho U.S . I .• 

2. At tbe instance or Secretary llorgenthau, discuasions 

were opened with Secretaries Morgentbsu, Enox and Stimson and 

tbe President' s Liaison Committee in July last as to the 

possibility ot Creating increased production capaci ty 1n 

tbe U.S. to yield a f\>.rtber 3000 aircra1't per month tor tbe 

U.l. 1n addition to the u.s. requ1reaents . A plan wu 

subsequently drawn up by the lla t1onal Advis017 Council on 

Detenae to gh e e t t eot to thia auu eaticm. !'hia is 1n t wo 

atepa, rta, U1 ta1Ual 01' .... P a+ I t or produo t10D 

Regraded Uclassified



-2-
155 

o! 1250 a1rora!t per ._th (d.....S practicable o! execution 

111 ...S 1941) aDd .., extend..a, or •Part n• • aob- enlargiD& 

lbt 1.111 tial pro4U01tion to )000 aircraft per -tb. On tbe 

8 51118pti on tbat aat1ataoto17 arru>&-..ta can be •4e tor the 

tlJI&JICinl ot the capital upezoditure U....olY.a, the Untt.a 

Un&dOII deairea to prooe.a wltb tbe plUI but au&~uta pr0Tia1011 

tor addi tiODal production ot 250 llarnrd Trainer a per aontb 

1n Part I 1obeae, tbu brln&in& it up to 1500 alroratt per f 
11onth. 

) . The new pJ.an 1n 4-ts main tlnancial and productiocV"'"' 

reaturea 1t u t oll00101-

(a) !be total capital coat ot Part I ecbe .. 

would be about l5oo,ooo,ooo. 
(b) ID1t1al production orderl UDder Part I 

aob- tor 9000 elrcratt would conr 

deliveries to the end or June 1942 at a 

total coat or l900,ooo,ooo. Th••• ordere 

would be coupled with au1tabl1roptiona to 

coYer subsequent production at peak 

oapecity. 

(o) Part II ache .. would be 1D1tiated about 

aid-1941 with dellnriea atartinl 1n 

8pr1n& 1942 aDd reacb1n& peak Oil tput b7 

tba end or 1942· !be poaltiOD u to capital 

coats &Dd production orders dupli cate& tbe 

rieur•• or Part I acb•• eisbt ._tba 

later. 

(d) A table is attached hereto &ivinl a apecu­

lat1•• torecaat ot deli•ery aobedulea under 

tba two pert& ot tbe Pla.n. 

4• ParasraJib (3) ot Sir Walter ta7t011 1 & letter to 

llr . llor&entbau 4atM October 2114, 1940 aucceata tbat tbe 

plUI aboW.d be repNM aa ca.pl-t&IT to tboae alreed7 1n 

v.sa r. •·•· Door-• ,.. ...... -1u .,.u .. u- ot o. 
..UOs.t.e ........ Ia NJ' 1aft- ........ l.tla$ ... . 

...... .. -- ot ...... ..... I:. .... , .. ... 
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c.,.pltaenuey, the 1n1t1al capital expeoditure •OIIld be 

ad.-nCo4 in the first instance troa the t'\mds ot tbe U.S • 

.ldJainistration. 

5. !be beat approach to the plan would aeea to 

1.56 

be the appointaent ot a joint Anglo-American Comaitteo to 

superYise tbe formulation, initiation and execution or tbe 

scheme aided by ap)ropriate joint ca.aittees to pursue the 

several aspects, e.c. (a) Finance (b) Planning (c) Technical. 

6. In tbia connection, it is desired to draw 

attention to the danger or certain •bottlenecks•, expec1ally 

in connection witb:-

(a) Tbe production ot raw aateriala aDd 

tbe1r fabrication; 

(b) !be .... utacture of aachine tools aDd 

(c) Tbe production or engines aDd sun•. 

Considerable time would be saved if anticipatory action 

could be taken to clear these bottlenecks ahead or the aa.in 

features of tbe scheme which do not take so long in execution. 

7. Special mention i s also necessary or tbe request 

ot tho U.lt. OonrtliUilt that tbe 1n1tial production orders 

covering 9000 aircraft tor delivery be tween July 1941 and 

Juno 1942 obould be placed tor 1941 aircraft type a. To 

await 1942 types would involve loss or deliveries during 1941 

and risk or pootponeaent of deliveries of the new types until 

l ate in 1942. Such a progr.-e would be too late for eftect-

1venoso during tbe critical war period. It is turther aub­

ll1t to4 that it is eaaential in any case to build up oraan1-

zat1ons and train labor, etc., on standardised 1941 types 

in order to ensure effective tull scale production or 1942 

t)'pea later. 

8. Ae a firat step tbe U.lt. Oovernaent aeek tbe 

appro•al ot the u.s. Government tor:-

(a) The t.aed1ate prosecution or Part I 

(1500 airoratt per »>Dtb) Soh••• •• 
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a rs. ... t 1Ae~t or Put 11 

(looo as.roratt per -u.) --· 
aub~eot to aui.table ura&~-Dta 

tor oapital tillallee •• 1D41oatecl ill 

pua1rapll (4) abo ... , Ul4 

(b) !be aettill& up forthwith or 3o1nt 

C...S.tteea aa 11ld1eated ill paJ'&Irapb 

(t) abon to 1apl....,t the aob- withill 

teras or rarer-• to be 4erillecl 1>7 -tllal 

.... ._,. 

11'1t1ab Puroba•illl c-s. .. s. ... 
W&abillltca, D. C. 
Oc\QMI' 16, l'MO 
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1941 

1941 

1941 

1941 

1942 

1942 

1942 

1942 

Current 
Pro­

cr8llllu 

750 

750 

750 

750 

750 

750 

750 

750 

750 

750 

lB(]I Til U. S.A. lOB DB U, J. OUfU''§'t. 

... 
Bcheae 
Part I 

50 

100 . 

200 

300 

400 

550 

750 

950 

1200 

1500 

TOTAL 

800 15 

850 15 

950 20 

1050 20 

1150 20 

1300 25 

1500 30 

1700 35 

1950 40 

2250 50 

Boa­
bero 

215 

230 

255 

280 

300 

340 

400 

460 

535 

630 

200 

215 

240 

270 

300 

340 

400 

460 

535 

630 

1. In a441t1on engines would be oxportocl to U .lt. risinc tr.-

400 enginos per ....,tb to 950 per 110ntb 1D O.ceaber 1941 

and poooibly to 1500 per eoath 1D tho SpriDC or 1942. 

300 

310 

335 

360 

380 

415 

460 

505 

570 

640 

2. It Part II ot the ••• Scheae io 1n1t1ato4 about tho a14clle 

or 1941 1t ohoulcl yield a treeh incroaeo ot aircraft 

4el1vor1oo otartiDg 1D April, 1942· 

• 

70 

80 

100 

120 

150 

180 

210 

240 
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HISTORICAL A:ID FIIIANCIAL REVIl:W 01' PR!SE!IT A!ID PROPOSED 
AIRCIW"T PROGRA!.!:!!!S I'OR 'l'llr. U. '1(. GOVER!IlmNT. 

I . I\ITRODUCTIOlf . 

It may be of assistanco to consideration or 

tho proposals discussed in this paper to give a pre-

11 !,nary review of the arr•ncem•nts ~lrendy in train 

•or ' ircrart production in tho U.S.A. ~n behalf of the 

U.~. Gover~cnt. P~1or to the arrival or An&lo- Freneh 

representatives in ~rch, 1940, to 1mplcnent a new 

procran~o, there qere in existence certain orders tor 

the U.K. Oovernoent whilst the French Oovernoent hnd 

already in train a considerable volumo or production, 

or which the outstandine balance "•• tnkon over by the 

U.K. Government follorting the French collnpno. These 

orders hnvo proceeded satisfactorily and o laree part 

or the deliveries due under them have alr eady been cade. 

Tho total value of these progracoos accruinc to the U.K. 

Oovorn:~nt i s ro~hly t450, 000,000. 

2 . The Anglo-French air repre:ontatives were 

author ized at tho beginning ot April 1940, to 1nple~cnt 

a new joint pro~rac:e vnlu•d at t6oo, o~o, ooo . This 

procradme involved the creation or now canutacturing 

cnpac1.ty, principally for engines , and tho delivery 

ochedulc~ oxtend from October , 1940, to October , 1941, 

on n risin& scale. Action has procooded ootisfactor i ly 

on thio joint pro~;ramoe Tl:tich has now been talten over 

entirely by the U.K. Govcr~ent . ~· proera~e 

co=bined with parallel French and British progr~es 

~hould result in the creation or i belanced potent ial 
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by the aiddle or 1941, )'1eldin& rouahly 750 eomplete 

aircraft per month, mainly eombat t ypes, and thus 

constitutes a considerable measure or supplemental 

reinsurance or the u.~. air procrname for production 

1n Encland. !he plan is proceedin& satisfactorily 

and deliveries should be substantially achieved in 

accordance with schedule. !here is some difficult(" 

in regard to gun supplies for thia prosramma but 

representations have already been sade to the u.s. 
Ad=lnistration for assistance whereby it is hoped 

this will be overeome. 

) . over and above the progracces mentioned 

above for manufacture of complete a1reratt, the 

French Government had 1n train a• from November , 1939, 

a progr amme ror production of air engines for delivery 

to France to be installed 1n aircraft manufactured 

there . Following the French collapse, these eon-

tracts were taken over on behalf of the U.S:. Govern­

mont, and the engines are bainC util1•ed for -

4· 

(a) 

(b) 

providing engines ror an additional 
progr~ or airerart orders since 
placed in the U.S.A. valued at 
approximately $100, 000, 000 and 

tor delivery to the u.s:. for 
installation in aircrart being 
manufactured there . 

It is still not possible, oven with the 

arrangements referred to above to meet current engine 

requirements and discussions aro now proceeding with 

the u.s. Administration for supplementary engine 

which will balance up production with the rcq~lreo1:1ents 

1Dolu41DC \bose or the u.s. 4e!ence pro&r&ame and 

a1M Ulon for the ~n of .,.sn.a to •c1
•"" &114 

Culada to 'balance U.L &114 CaM4lall a1rno­
product1on. 
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er• need recently a joint sch•:-:e ritl\ the U. S . Govc,.,.,.,nt 

··,~rob)" tho P:>c:<nrd Co:Dpany will produco 9, 000 ' terl1n 

Rolls-Ro~·cc engines , of whi ch 6 , 000 ort• for U. K. o.ccount 

nnd will be exported to England . Tho'o ouppl1es shoul d 

otnrt in :.:a;·, 1941 , o.nd r.ork up to tho ponk of rou&hlY 

SJ4 en:1nes p•r month by tho end of 1941. The coo, t 

(, . 

0 

It is ho~ed t~~t tho u.s. A~1niotrat1on will 

.. \ .... 1l.,rl!" ,..e ~-te:-e!:ted in :-ropoo::rl: r.:..~.1cl": ~=-~ bc.i::& 

: :"t.tat!v~l:· :'r'=r .. red for the product1'ln 1n the U. S . A. 

:tr·\U1n; quality. 

7 . 
tho,.,.. nrc nol'l in tr~in in t ho U . ~ . A . ?n .. cco1mt of the 

U.K. Oovornmcnt ~r~~r:~er for ~tre~ rt nn~ o~cines 

~~t1 ~ted to cost rou:;hl:t :"11 7~0,0"~0, 1')01) inel•JdinG a 

:.~. :'11 -:cnt:-r:· )Tc,;-rare v::o.l··"f'. ct ll:"J.·r?X1 _at{'oly 

~~~~ .. ?JO, o:o ~en 1~ ~o belnu r~lr~~cd to cover 

;roduetion over th~ period o~ oe~o~~r, 19411 to ~rch, 

1"42 . 

(b) 

a oro&,r.C.C :(' O'" d( 11..'' ':"" "' 0~ C'J~:'Il~te 
ai :.c-~ ~... ':"7":\ '-c·· h--.... }'t,.1c1,.,, -~ ~ ·:er-:e o!' 
~'OI!'~A;,.r'.r"'f""'Y :"S~ r t"~""'.t~ r:.""'o"'C Jul:1 1 

l9i,O , ·nd 1'111' " cr.d1l!l rise to 750
4 

per ':'lonth h:• J1ll: 1 1':'41 1 CO!lt1'1uin:; ~t 
t."at level until :·~rch 194::; ~nd 

~:~ expol'' ... or cncin":l t.o f'n&lnnd ror 
instnl l .. tt't >1. 1n rir""r~ t.toc hut.lt there ~ 
totdlins ro'IC~ly 40, o~~1nos per nont h , 
:-i:::!."'Z t ... 'l"~u\. 95') tn;:1"'1. : :'~r ::1.0:-tth 
b:· th· ond o• 19.1,\. 

tt ''~"'"A • T'!';"- e:";• .::.• ::~.-:u:-'"!' '"h .. t !." .... .-""'icr t1:>n o~ -r.o­
~ol ... ti~-.··,tll, :-;1:.bl" :. ~"'~t:\, ~ !"i;;.U"· ~? 750 t:J Oe • 
!\Chi -~..: =~=c":"""h ... ~ e::.:rlif'r '"~:~.n ~1c d:-t.e ~r A-.;,z . 1941 
:""~m !..:l c'..ll"ren~ schedule~ ~n ~ al:o c.n:&blo su'tsequcnt 
output to be c:.e.1ntained ... t~.!!' le'lol rlt..~in ~c 
at :resent ~llotted tor U.! . us~ ~nd previou=ly esti~t~ 
to :·1cld a total o! 70:> oircrl\!t por oonth . 
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!Ill. ~ or .,,_ .. ..a.r ('b) ... _ 

s110ceutul ~•loa ot ~ta •• 1D aul>-parasraJlll 

(4) aboYe. It will 'be I'OQiblJ equlftl.e11t to 550 eOII'bat 

planee - ao that tba &I'I'&JII ... IIta , aa a whole, coYer a 

total ultiaate J1eld ot approxt.atelJ 1,300 aircratt par 

month. '!'hla ... ,.., cont1nuat1oll or the ex1et111& dtuation , 
7 

in £nrl&ll4 whereby airtraae pro4uct1oll excaeda eng1De 

producUoo &114 that &ZIJ -1• to tactoriea will 110t 

Yitlate the axhtinl axcaaa ot airtr ... •• aratnat an(ine 

produo tton. 

ll . TUB ID PWI 

1. Ill reca11t .ontha it has blcoae 1ncreaatngly 

clear that eYeD the prograaaea outlined above will not 

enable the U.E. OoYernmant adequately to re-1nlure the 

crowth or their air strength on the scaltbacaeearJ to 

ruarantee the aueeesstul conclusion ot the war with 

Gera&QJ. !hey accordinelJ dea~ra to proceed ao a .. tter 

or tirst urgeDCJ with the turther plan rniewed 1n the 

euppl-lltii'J .. .,r&lldua w!Uch is oubal.tted harewith . 

2, It the 1m tial seheae prepared by lr. Enudsen 

ao axple1na4 therein is i&pl .. ented •• now deeired, it / 

will entail the creation o! new capaoitJ tor atrtrames, 

enrinea, propellers, materi el supplies, aocaaaoriea, 

armament, ammunition, bombs, radio and epactal equipment 

involYinc a total capital expenditure ot approximatelJ 

aay t5oo,ooo,ooo. 
The tmtlal production ordere will cover 

9,000 a1roratt tor dallfti'J by llma .)0, 1942 and coating 

appr d·~ two,ooo.,OII. liMN OI'Ure will rapu•.rt 

lliiU ~ ,_., •• n ,_ jll I•Uoa raue. 
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4· 
siailar capital upnd.ltare and 1Alt11ll produot1on orders 

approx1•te17 dcht -th• later 1D each oaae, auu.1DI 

it could be 1Dlt1ated about the alddle or 1941. 

mwJOIAL TMAT'PT or carrw. mpptTIJRI 

l . TIM U.Jt. Gove..,..nt subalt that this ech-

is coarpl-nta.,to the proposal.s alreacl7 1D train tor 

the creation or additional capacit7 tor the purposes or 

u.s. defence a:od .. such c .... Within the tenu or 

paracraph (J) or the letter to the SecretaJ:'7 or the 

Treasury troa Sir Walter La,ton, dated October 2, 1940. 

It 1a auneated that the ache'"" would brln& into beln& 

capacity required as a further 1nsta~nt towards the 

tull requirements tor the defence ot &.erioa, haVlnl 

rosard to the scale upon Which tha totalitarian powers 

Will be able to produce ai!'crlll't aided b7 the auppl-tar7 

capacity now anUeble to th .. 1D occupied co>mtriea. 

2. It is accord1n&l7 desired to secure tor 

this ach- the application or the pr1Jleiple reco&nlsed 

June b7 the President and 8acJ'etaJ:'7 MOraenthan, that 

where the orders ot the u.s . and U.K. Oovern.ents are 

C011ple1118UtaJ:'7 • the 1Dltial capital e:a;p.nditure would be 

advanced in the first instance troa the tun4s ot the u.s . 

1da1nlltrat1on. 

). In particular , it ia desired to draw attention 

to the particular difficulty entailed 1D the creation ot 

capacity tor aircraft production in that the 1Dltial orders 

an o..,araU~ ,.U ~ nladaa to U. aplW _. 

s-1.9111, i' Sa ....... , II I U.M .. ~lit;;.~~ 
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expenditure llilbt be _.14ere4 Oftl' a r-1111' 

lOll& period ~ JI'Odl!OUOD c""rilll 1101: ~ tile ia1Ual 

production ordera but alao a period durlDC whloh \be 

output ot the taatoriea would bo UDder option to tha 

United States and UAited lt1D&4011 CloYernMnta . In 

other words, it is requested tbat aaortiaation ot 

r 
164 

capital cbarau •:r bo spread oyer \be 1a1 tlal prooluctiOD 

ordero toaetbar w1\ll the production aecared UDder loac 

tara optlou. 

IV APPROACH xo Dl PL&I 

l. In order tba t this plan •:r bo pursued with 

tull euara:r ao as to secure a1roratt deliYariea at the 

shortest possible date , it is sussestad that a joint 

Anslo-&Mrican Coanttee should bo appointed to suparrta• 

the tor.ul.ation, 1D1tiat1on and execution ot the sche•. 

Such a Joint SUperrtsor:r Coanttee would exercise control 

ot the procreu ot sUitable joint cooal.tteea appointed 

to puroue the sch- in its detailed aspects, such aa -

(a) Jl"inaDce 

(b) plonn<na 

(c) 'rechn1cal . 

Tbl.s joint superrtsory c..S.ttee would include tJ. It. 

repreaentatiYea empowered to take deaiaiona on bobalt 

ot their OoverDJDent so as to aYoid the del111 inYOlYed 

br reference beck. 

2 . 'l.'be Joint Pinance Co.atttH lllcbt, it 1a 

•uaaes ted, activel:r pursue the precise tora ot the capital 

arrana-ta auaaested aboft w1\ll apeo1al reference to tM 
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or a11'cran 111111 aD01ll.u7 proci•U•. 

3. !M .Tolat 1"••'n1 111111 fetloal a-t.t-

teu propoaecl 1a the .uppl-tar)' -I'UI4• outltnfnl 

the ache• in 4etaU woul4 tuDOtl• -su the ooatr ol 

or the ula .Tolat llupel'YUoJT Caa}*Mtl. 

4. 'rbe propoaecl c...t ttaea would wol'll: ccm-

ourrantl:r 011 the11' respactha probleu eo u to no14 

dela)'. 

s. Special consideration ie requ.etad or tba 

neecl !or urcent traat.ent or •bottlaDaell:l• on tba 11Dea 

diaouaaecl 1a Bactlon T or the auppl-ntar:r .. IIOrUidua, 

V. CONCLtiiiOI 

1. 'rbe On1 ted ltlngdota Oover~W~nt aaell: the 

approval o! the united States OovernMnt to tbe ilaaad­

iate prosecution or a new scbe .. !or tba creation or 

additional capac1t:r aDd procluction on O. lt. account ot 

1, 500 aircraft par IIODth as a t11'at lnl~t O! & 

larcar acb- tor ) , 000 a.11'cratt par -tb aDd enb~ect 

to a.rranc-nts !or tba !lnsnca or the capital ~­

turu &I discussed barain. 

2 . !bey u11: thet ilaaadi&te apprOYal •:r be 

Biven tor the setting up o! Joint Co.aitteea, aa indicated 

1n Section IT above, with -u• to tllte daoiaioaa and 

1apla .. nt action witbla ter.s ot ra!eranoa to be defined 

b)' autual acraa .. nt. 
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PROPOSED JOtft AJIGLO ADRICAJI SCIIDIB POR CR&ATIOII OF 

PURTIIIR UJIC1W"! PIIOD1JCTIOI CA.PACIT!. 

1. INTROPUCTIOB. 

166 

During the course or July 1940, it became 

clear that aircraft programmes already in train in the 

United States ot America would not yield a sutticiont 

co=plament to aircraft production in tho t!Di te4 JCiD&dOII 

to re-ensuro the growth ot u.~. air strencth on tho scale 

necessary to guarantee the successful conclusion or the 

war with Germany. Arising out or a ••atina hold by 

Secretary Korganthau on Tuesday, July 2)rd, representations 

ware accordingly made to the u.s. Administration as to the 

possibility of creating further capacitY in the U.S.A. 

which would yield a programma of additional de1iveries 

during the course of l94l and work uP to a.producti on peak 

durin& the course or 1942· The situation was further 

reviewed in consultation with secretaries Koraonthau, znox, 

and Stuson, and with the President• s Liaison Co..tttee, on 

We4nesda7, July 24th 1940, and specific application was 

aa4o tor allocation or additional capacity tor an output 

ot 3, 000 aircraft per 1110nth. The posaiblllt)' ot such a • 
schema waa welcomed and Mr . Knudsen, or tho Rational Advisory 

Council on Defence, was requested to prepare a scheme to 

sive ottoot to the proposal . 

II THB UE1f PLAI 

1. Kr. Knudsen accor41ngly prepared the plan 

reviewed 1n ~· I to thia paper, bas1n& lt upon a 

pronalaMl tiaVlbuUCID ot ua. total ot ),000 a1.rcran 

&1.._ "' tM V.E. ropre..-.UN8 at tM -tllll SJI q'"ost~•· 
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In prepar1D& thue proposa.la, llr. ltlludeen 1D41cate4 

tMt he would prefer to approaeh the problaa 111 two 

stases , and ha aeoordl.llgly tor.ulate4 a aaaller scheme 

tor 1,2~0 aircraft per month, wbieh ha daamad practicable 

of execution by the end of 1941, loav1D& the expanJiio.n 

of such a scheme into one for the larger total or 3, 000 

aircraft por month for subsequent lllitiatlon and develop­

ment aa prosrasa with the first instalment m1&ht warrant. 

2 .. In exa•'n'ng the proposals , the 0 .1.. Govern-

Mnt conSider that there are certain .od1tications which 

it 11 desirable to IIIBke, such as -

{a) Sufficient capacity is not included tor 

provision of spare parts and spare engines 

and they would propose to increasa the 

capacity allocated to suoh production so 

as to ensure the availability of 2~ airframe 

parts, 2~ spare ensinea and 1~~ spare engine 

part.a, with corresponding provision tor 

spares tor ancUlary equ1pm•nt. 

{b) '!'hey desire to rnise tba nuaber or aircraft 

in each category with principal reference to 

a pOSSible reduction in the number of l'ly1n& 

Boats and an increase in the number ot heavy 

bombers . The precise determination or these 

revisions would seem to be a matter tor joint 

technics~ discussion, in the first p~nee . 

Meanwhile , it is suggested that the framework 

ot Mr. Knudsen's proposal• adequatelY covers 

the situation 1."' teras or t1nancia.l cost since 

&n7 adjusboent s of typal or increased ~oca-

u- ot upaoitT ~~Mer aub-paraiJ'aJil (a) ·-

1101114 ... ..., ..., ., nNUtattoa wt.Wa .. 

uiat1D& o•t eat1Mtea . 

Regraded Uclassified



168 

- 3 -

(c) llr. Jrnu4aen•a 1D1tial ach- do .. not include 

proYlaion tor traiDera, ~areas the lar1er 

soh- includes 300 twin enaine trainers per 

-th and 200 •lDile eq1De tralnara per eonth. 

The u.~. Government are prepared to rely upon 

U.K. and British C....anweal th production of 

current British twin engine trainer types durin& 

the initial scheme, but they desire to include ,--' 

provisi on for 250 sln&le en;ine HlrTard trainers 

in the 1D1t1al ach...,, thus MJd.n& the total or 

&ircratt envisa&ed by that ache .. 1,500 per 110nth. 

(d) The plan does not COTer the COlt Of proTialOD 

tor additional capacity tor azwa .. nt, ... unttion, 

bombs, radios an4 special ICiulpunt which would 

be needed to balance up such a achem.e . It is 

suggested that allowance tor these item• would 

involve an additional capital expenditure or 

rougbly $60, 000, 000 to the initial •che•e and 

a s1.111.1lar slllll as and when the second halt or the 

3, 000 per .anth sche .. is aple .. nted. 

Ill IIJUATIQI QF RBI PLU 

1 . !be U. IC. Gover1111nt are anxious that the 

proposed echeme should be 1D1t1ated as soon ao possib}e 

in two ataces •• contemplated b7 Mr. ICDudaen. 

2. If the initial •~heme tor 1,500 per month 

(includ1n& 250 Harvard trainera) were started forthwith, 

it a1sht perait production deliveries to comm.ence in the 

au.aer ot 1941, and work to the peak or 1, 500 aircraft 

per 110nth by the aprin& or 1942. 

) . It is sussested that a tae procr .... ot 

t111a Clfter would lDYolft laltlal p~u ... or4en "'"""al•• 

w t,ooo auoran ~.w wt.a all eq111...- ..... _.,w 
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•uppl1aa. Tbis production progra.aa would cover deliver-

lea to be acl\ieved 'by the and or JUne 1942, and in total 

would be equal to halt the total output which would there­

after be achieved from the capacity so created, workinc 

at poak production over a period ot 12 months. It is 

sugge•ted thnt such an initial order woul~ be adequate for 

J.JIIplementins the schema, provided 1t could be coupled w1 tb / 

suitable options to cover subsequent production. 

4• Subsequent maintenance ot production ot 

tl\is ·iuitial capaeitT would involve orders tor 18,000 

aircraft per annum. 

S . It is no doubt pre .. tura to atteapt ~ 

forecast of the stase when the fuller scheme micht be 

i mplemented, but it might be practicable to release the 

second halt or the scheme about the middle or 1941, with 

a view to production deliveries starting in the spring of 

1942 , working up to peak output by the end or that year. 

In that event, the second halt or the scheme would involve 

capital expenditure and initial production orders approx­

imately e1cht 110nths later than those for t ho first halt . 

6 . Annexure II attached hereto attempts a 

speculative forecast or tho delivery schedules envisaged 

under the programmes discussed above . 

JOilft PLARJfilfG AUD TRCHlfiCAL COMMITTEM 

1. To f acilitate progress with the scheme it 

1a sucaeoted that Joint planning and technical commi ttees 

should be established analocous to those already functioning 

1n connection with current pro&:raa=es . 

2 . 1he Joint plemtn1 C~ttea will be actiftly 
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(a) 

('II) 

), 'l'he Jo1Dt 'l'echnioal a-tttee would ba espec-

ially concerned with standardisation ot aircratt &Dd 

equi~nt types ao as to ensure the tuU adYU>tagea or 

productiOD OD •- f:7pas as wall as the eiiPlO,..nt at the 

now capacity - the production ot aircraft not only cos­

patent tor eiiPl~t UDder war c0Dd1tions 1D luropa but 

alao tullr etticiant tor purposes ot o.s. defence. 

V. ILIMIIATIQI Ql BQnLI=V&Q 

l , It Joint eo.aittees could be brouaht into 

beins ae 1Ddicated 1D the previous section, it is thou&ht 

that they would qu1ckl7 reveal the tUDdaaantal need tor 

clearin8 oarta1D 'bottlenecks which are extre .. ly ursent 

under the tiiN proJZ'...... 'l'bue aapaciallJ' concern -

(a) the production ot raw .ateriala 
fabrication; 

&Dd their 

(b) the II&DUfacture or ueh1na tools 1 and 

(c) the production ot enainas and cun•. 

2. 'l'he probL.o under paragraph l(a) a'llove are ot 

the tirat iaportance. For example, O. K. experience since 

1934 baa daaonatrated the urgent necessity tor ensuring 

adeq,.ta supplies at alUII1n1wa and their fabrication 1Dto 

lilbt alloye. !tae necessity tor this is recogniaed 1n 

llr. ~tm~~~a••s pzo;a .. la 'lllb1ab MYU• inter alia• the 
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or new capacity tor tba production or the rll'cta •tal, 

u . s.A. ct.paeity 1JI that 41rect1on will be adequate tor 

the scheme. But tbe cr eati on ot fabricating capacity 

bas baen toUDd, 1JI ID&land, to ba a lenctb;r pro•••• with 

special reference to the tt.e required tor .aDU!acture 

or hea.y extrusion presses. UDtll this tabrl catinc 

capacity ia in existence the supply ct materials to the 

aircraft III&Du!acturinc tiru cannot couence, Tbe con­

struction ot oew aircratt tactorlea can tbus tollcnr •­

months atter the initiation or tbe creation or now fabric-

atins capacity !or those materials. It is probable th8t 

U.S. technique will improve, tor example, upon the period 

or n1Jie 110ntbs found necessary in Bncland tor the aanu­

tacture or extru$10n presses, but even so the t~ !actor 

will be coverned by the speed with wllich capacity can be 

brought into operation tor supply or light alloys and 

other aaterials to the drcratt plants . 

) , Jlr , Jr:nudsen's initial acb ... anrlsac&~ an 

expenditure or $310,000, 000 on machine tools. Tbe total 

w1ll be increased to roughly $)SO,OOO,OOO by the inclusion 

or mach1Jie tools tor cuns and ancillary equipment, A 

correspondin& ncure would be 1JIYolYed as and when the 

initiation or tbe second halt or the full ) , 000 per month 

scbome becomes practicable. It would aeem th8t these 

schemu will involve a serious drain upon the ruoureu 

ot the •chine tool industry 1n the u.s .A. and thus call 

tor special action to expand the capacity or the aach1Jie 

tool manutaeturere. It this proves to be the case, the 

~ 

t i me !actor aca1JI 11 aeri ously attected and the el111inat1on 

ot this -tl.e-necll: on the prortalon ct •chine tools tor 

u.. ~.n taotoru• .,._. a .,._ fl4 ant 114 a•" •· 
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4· !be th1r<l bottl ... aeclt 11 the croat1011 or 

new capacity ror encino and gun production. In conor&l, 

the tillle required ror brtng1ng new oncine and 11111 ractorieo 

into production is round to be rouahly three 80utha 

longer tb&n that required ror airfra .. factories . It 

would thus be of real advantage to tho scheme if a first 

authority could be &iven for the creation or new o&pacity 

tor en&ines , guns and other similar supplies Which require 

lonser periods before they can ca.e into production, aa 

compared with a1rfra .. production. 

S. It is euaaested that the Joint Plannina 

Committee should address themselves actively to these 

bottle-necks in tho first instance, re&lislnc that tho 

products !rom such capacity are c.-on to wha tevor types 

or aircraft may ultimately be adopted under the scheme. 

If action could be taken to clear these bottle-necks first, 

it would leave a broathln& space ror startln& up tho rest 

of tho acheM as and when the technical probl..,. are 

cleaud. 

VI I!IITIAL BLOC!( OF' 01\l)W F'OR U. !(. GO'lRR!f!!E!f't 

1. In U.lt. experience, it 1a always d1tt1cult 

to forecast accurately the date of introduction or new 

aircraft types. untoreseen desisn difficulties have 

al80st inY&rlably inYOlYed substantial delay-s in the entr:r 

or th••• types into tull pr oduction. 

2. I t is realised that vary promisins now types 

or u.s. design are now e .. rgina and that they are expected 

to coeo into producti on 4ur1DC 1942. •ore&lly tho sch ... 

-er dlaouaaiOD berelA W01Il4 -t appropr1atel7 be re1ate4 
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to sue~ now typea. The U. K. OoYera.ent novertholoaa 

desireS thO 1Dit1al block Of Or40rl t or 91 000 lirGratt, 

d1.scusse4 ill lleotiOil UI(3) alloY• to be ordar .. to 1941 

types, sool.n& that 1t il boJMd to ach1evo dollvory 

between Jul7 194.1, 1114 Juna 1942. In this nr the)' 

would secure a aubstant1al contribution to their war 

effort 4ur1nc tho critical period, whereas postpone .. nt 

of produot.lon to ach1on 1942 tyJMS would not onlr 1nvoln/ 

loss on initial 4ol1ver1oo but llao serious risk ot not 

obte1D1ns actual dalivorioo or the new t)'peo until tho 

second bllt or 1942. 

3. Apart froa tho iapract1cab1lity of aocoptin& 

tbis risk •• also or nivin& tho poss1b1lity or dolivoriel 

before tho oDd of 194.1, tho O.K. Govern.ent represent that 

it is tapractioablo to brln& new capec1t)' into oXiatonco 

tor tull-ocalo production or new typos without tbe orsan­

isation boins built up and new labour ettectivoly trained 

on prel.1alnar)' orders tor current ot&odardised typoa. 

'!'hey tl\us lubait that tho pliCin& of the proposed 1n1t1al 

bloc~ or or4ora tor 1941 types would enable tho tra1n1ne 

or labour and tho bu1ld1nl up <!f the now capecit)' to be 

effectively achieved with subsequent real adv&ntaso to the 

production or 1942.types. Tho O. K. Gover..ent request 

that the Joint Ca-littees aa7 be cutdad 1n their act1rtt1es 

b)' tbis t'lm4aaontal duider1t.a. 

COlfCt.OBIQJ. 

The O.K. Go1'0,_nt aeak the approval of tbl 

u.s. Goveraaent tor tha settin& up or Joint eo..ttteoa •• 

propooe4 abcrnl witb a view to tbl • di•to pro .. outiOil or 

tbl propoae4 au- ca ttao liMa Sla41eawt. 
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b. 

•• 
d , 

•• 
r. 
,, 
b, 

MR· xrmpsg•s ESTIMAtU 

PQR 'lBI 

3. QQQ pyw PER ll!ll!l PROQ!Wl 

lo. of 
type lnclnea 

ptr Plmt 

Haavy loabera 4 

lle<llum Bomber• 2 

Patrol Boata 2 

D1 ve Bombera 1 

Purault 2 

Puraul\ 1 

'frainera - AdY. 2 

Tra1ntra - &dv. 1 

TOTALS 

Spare Parta (1~) 1rl terms 
or complete un1ta 

TOTAL 

Jto. of 
P1anea 
ptr • · 

110 
6oo 

2~0 

400 

400 

6oo 

300 

200 

3 , 000 

300 

3,300 

No. of 
&ncinea 
ptr • · 

1,000 

1, 200 

~00 

400 

8oo 

6oo 

6oo 

200 

5', 300 

130 

S' ,830 

174 

2. FACILITIES 

Total 
Floor 

Delivery Area 
Urtlb No. 

ot ll1111on per 
Month Plant! ao , tt, 

•• Airtruu 3, 300 15' 

b. l!lnc1nea 5', 830 6 

•• Propeller a ~.830 2 

d, lliscellane- i3 
OUI 

IQ%Aie 46 

tam,n:x ~!lax 
Airtruu 
l!lrt~irlea 
Propeller a 
111acel1aneoua Parts 

33.2 

lS'. O 

1.8 

~~~.~ 

68, 6 

Total Coat ot Fac111t1ea 
Ell-

,_. 
ployeu lj., QQQ, OOO 

Thou a- Bu114- llacbine 
tndl inca Toolt Total 

332 116 

75' 5'2 . S' 

14,4 6.3 

~3Q .6 SiloS 

S~i o!l an.3 

$3821000 1~ 292, ,oo,OOQ 
33,300,000 

172 . 300 . QQQ 

266 382. 

240 292.~ 

27. 0 33.) 

ll3ol! ~2~ . 3 

64~ ,§ l!l!!lo:L 

OIWID TOtAL $880,100, 000 

, 
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3, 000 f~A~ES PER ~HIH fRQ~BAM 

Totd 
Dd1very ..... 
Unite ployeu 

Thou a-

4 en1 . 275 2 8 so. 28, 0 64, 92. 0 
2 enc. 660 

275 
3 

& 
90. 31. 4 72. 103. 4 

2 6o. 21. 0 48. 69. 0 
440 2 2.7 27. 9. 4 22 . 31. 4 

2 eng. 440 2 3.6 36. 12. 5 29. 41.5 
l ons .660 2 2. 4 24, 8, 4 1~: 27. 4 
eng , 330 l l . 10. 3 . 6 11.5 
ens . 220 l 0. 5 5. l . 4. 5. 8 

, ,Jog 15 } 3 . 2 }32 , 116 . 266. 382 , 0 

2,090 2 6, 30. 21, 0 96. 0 117.0 
2, 420 2 6, 30. 21, 0 96. 0 117. 0 

660 l 2. 10 . 1. 0 32. 0 39.0 
~~2 l 1. ~. 3 . ~ l~.Q 1~. ~ 

roul Enclnea 5, 839 6 15, ,,, 52 , 1 249, 202 , 1 

3,200 1 0 . 9 7 . 2 3 . 2 13.5 16. 7 
Curt!ss-\'!ri ght 2 , 63Q 1 Q, 9 7 , 2 3. 1 B ,5 16, 6 

Total Propellers 'i , 830 2 1 .8 14 . 4 6. 3 27 . 33 . 3 

12,000 tens 1)- 10, 0 30. 0 30. 0 50. 0 ao.o 

Cast. &. f ora. 3 ,000 2) 
l.egneslum Cas tinga • • • • • • • 
Steol ror~ . (Rod.s , 

o.6 Shafts, Oeara) 2 3.5 3. 5 8 . 5 12. 0 

' Forg . (Cyl1nd.ers)88, ooo •• •• •• •• •• • • 
FroJ;eller Hub P'ors . - 1 0.2 0. 9 1. 0 2, 0 3 . 0 

our! egs C/L - 1 0 , 2 3. 0 0, 6 1. 1 1 .7 

'i'al vea 5,000- 1 0. 3 4, 5 1, 2 3 . 8 5.0 

Carburet tors 5, 830) 
hcnetos 11,860) 2 2. 27. 0 6. 0 14. 20, 0 

Surter &. Gener- 5,830) 
a tor 

SUelding Karnus 5,200 l 0 , 4 5. 3 1. 2 1. 6 2,8 

~xhaust Phnitoldt 4,6oo 2 0. 6 4,0 2.1 3 .0 5.1 

~ad lators &> 011 
Cool ers 3 300 1 0 . '- 2.0 o . 6 0 . 8 1, 4 

Eydraulic PUll PI ,etc.12 ~ 2 0, 2 2. 7 0 . 6 1 . 4 2, 0 

TUrbo Super chargers 2 , 2 1. 0 li . 5 3 . 0 7 .0 10,0 

Inc Ooar Struta l•ioo pra 2 o. 8 , 4 2.4 6, 4 8 .8 

& Brakoa , 00 1 0.1 o. s 0. 3 0, 2 0. 5 
ns t rwnan ts &. 

Auto Pilots 3 , QQQ I!!~ 4 2, Q 2:Z , Q ~ .2 j,4, Q 2Q, Q 

Total IUsc, i~ ;~,a 1 6 .}g.~ 2§. ~ •• J . ~ 1z213 

GRANO TOTAL 48 68, 6 'i12, 9 6}3 , } 64618 880.1 

• Nc data availabl e . Use ot magnesium 1ns1&nif1cant . 
' Cost or rac111t1ea (approx. $5,000, 000) not 1nc1ud.ecl tn totals, 

:oparad. by Aeronautical Section, National Defense Aclv1aory Cocciss1on, 
T. P. W.A. B.L. 
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RB9Ulft!!I!HTS 

llo , ot lfo. of No. of 
Typo Bncineo Planu Encinu 

per plan• per mo . ptr lAO• 

•• Heavy Bomboro 4 125' 5'00 

b, llediwa Bombers 2 300 600 

•• Pot.rol Boato 2 125' 250 

d, Dlvt Bollbora 1 200 200 

•• Purauit 2 200 400 

r. Purouit 1 322 322 

To tala 1, 25'0 2,250 

(1~) in Spare Par te 
terms ot complete uni t e 12S 22'f 

TOTAL 1,375 2,475 

SUIIKAR1 Q[ f6~1Llll~ 
Do- Total Total 
11very l"loor Em- Coat ot Pac111t1oe 
Unit e .&rea ployeoo Mi~11QDI Qt ~21JIEI 
per 11111. Thous • Build- II& chino 
Kopth aa . tt, and a inca t ool• TOTAL 

•· .urrru•• lo375' 15. 9 159. 0 47. 7 127. 0 174.1 

b, Encinoo 2, 475 7. 0 35.0 24, 5 112.0 136.5 

•• Prope11tro 2,475 1 , 0 7. 0 3. 4 15', 0 18. 4 

4. lliletllanooua 2, 4 ~.3 a!!.!l ~. :i 8~, 4 

TOtAL 33. 3 258. 3 104, 5' 310. 415.0 

Ju1y 29 , 1940. 
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1 .250 PLAH&S PER MONTH PROGRAM 

~UL$ OF PACILIIIES 

4 ens . 138 4,0 40, 
" 2 ena. 330 4, 5' 4~. 

flying Boatl 137 3. 0 30. 
otve Bombera 220 1 , 4 14. 
PllrsUl t Pl anes 2 ens. 220 1. 8 18. 
• " 1 ' "' · 

BQ 1, 2 1i o 

Total Ur!ru ea 1, 371 11. 9 159. 

1 , 045' 3. 0 15.0 
1 , 100 3.0 15. 0 

33Q 1 ,0 5 ,0 

2 ,421f 7 . 0 35. 0 

1,275' 0 ,4 3. 0 
1,2QO 0. 6 4, 0 

2 , 475' 1 . 0 ? . 0 

~ , ooo tom)5. o 15, 0 
Cas t . 1,500 " ) 

l!agnesium 60 0. 1 0. 3 
Steel For, . t a, 

Cears 0, 3 1, 8 
Steel Forc , (Cy11n4ers) 40 ,000 0. 2 0. 3 
rropeller Hub Forg 0. 1 0. 4 
3!6r1ncs C/L 0, 1 1. 5' 
Yo1ves 2,500seta 0 , 2 2, 2 
Carburet tors 2,500) 
l(agnetos 5,000) 1 ,0 13. 5 
S~arter & Genera tor 2, 500) 
Shleld1nc Har neaa 2,500 0, 2 2,5 
Exh•u• t l!an1!o14a 2, 500 0, 2 1 , 8 
Cll Coolers &. Ra41atora 2, 5'00 0,1 1. 0 
Hy4raullc pumps, e tc, 6,ooo 0, 1 1. 3 
Turbo Supercharsera 1 , 000 o. 5 3 .0 

Gear Struta 1,375P"$ 0, 4 3. 2 
Brakes 2, 750 0, 1 0, 5 

&: Auto Pilot s 1. 17r;aeu 0. 8 2o0 

Total K1acel1aneoua 2, 4 ~2 . 3 

GRAND TOTAL 33. 3 258. 3 

177 

12. 0 32.0 44.0 
13. ~ 36. 0 49. 5' 
9. 0 24,0 33.0 
4,2 u .o 15. 2 
5,4 14-S 19. 9 
3 . ~ 2. ~ 13. :1. 

47 . 7 127, 0 1?4. ? 

10. 5' 48 ,0 58.5' 
10. 5 48 ,0 58.5' 
3.5 16, 0 12,5 

24. 5 1 12 , 0 136. 5 

6. 0 1, 4 7. 4 
2,Q 9, 0 11, 0 

} , 4 15. 0 18 . 4 

15.0 25.0 40, 0 

0, 3 0, 5 0.8 

1. 7 4,3 6.0 
0. 7 1, 4 2, 1 
0. 5 1. 0 1 , ~ 
o.t 0.5 o. 
o. 1,9 2.5 

3. 0 7. 0 10. 0 

0. 6 0, 8 1,4 
0, 8 1, 2 2, 0 
0, 3 0, 4 0. 7 
0. 3 0 , 7 1. 0 
1. 5 3. 5 5. 0 
1, 2 3. 2 4,4 
0,1 0,1 0. 2 
2,0 5, 0 7, 0 

il~o 2 56, 5 85, 4 

104, 5 310. 5 415. 0 
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Ill liTH 

" 
• 
• 
• 
• 

1942 

• 
" 

" 

W!!XJllll II 

COIIRIII'I 11ft ICHID 
PROORUIIII (1ST IRS'ULIIDT) 1 TOUL 

7~0 50 800 

7SO 100 a so 

750 200 9SO 

7SO 300 l,OSO 

75'0 400 1,15'0 

750 550 1,300 

750 75'0 1,500 

750 950 1,700 

?50 1,200 1,950 

75'0 1,500 2,2~0 

(1) Dalivarias under the Firat Inatalment ot the 
Maw Schema would total 9,000 aircraft by and 
ot June 1942, and tbia would ropra1ant tho 
tirst production ortar to be placedo 

(2) In addition to tha aircraft dalivor1u shown 
above, on&in•• would be exported to tho U.JC. 
at a rate or 400 par IIOllth rldn& to 950 by 
tho and or 1941 and possibb to 1500 by the 
middle ot 1942. 

178 
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October 15, 1940. J 

!be fona of coatr&ct for 11Mrsmc7 PlaDt ho1llt1 .. baa 
been oCIIPleted bT tile llattonal Def- eo.m .. t ... IIDd a coP7 1a 
attached. Tb1a baa not beeD cbeckacl bT tbe o-r.J. Coaual'a office 
or 1>7 tba Cllief Coaoaal'a office of tba BoarMu, - w b&'fi.Dc 110 

authori tJ reletiDc to tba to .. of tbe coat.ract. Jtr. Gl.J>abur& of 
111-. Leon Henderson's office tbio .orll1Dc ad'tioed • tbet b& will 
haft tb1s publiohad ill tbe Fe<lerall!qieter U I reo- it. I 
tol<l b1A I would o&ll b1A bacl<, th1.nk1nc tba t. perb&pe :J011 Jd.gbt 
bell eft 1 t .ore deeirable for the Preaidont. to raleue tba to .. ot 
oontl'&Ot biaaelf. 

The Na.,. DolpartMnt aotillg upon a sugseotion of tbe Preoi- I ( 
dent will publish a s~ ot each contract u it 1a a:ecuted. 
Th"T hope to start publication leta thio week or earl7 next -.in 
the Federal Register. 

'l'he War Dep&rtment seiMd rather ....,.. u to - t thl)' 
would do but Colonel Rice aotillg tor .Aasbtant. Seoratar;r Pat.teraon 
acreed to publi.ah .-rtes in the Federal Regl.otar just •• tbe 
!Ia.,. DepartMnt 1a doi.Dc· Tbe7 are todaJ workiDc aa a ,_.,. ot 
t010 contl'&Ote wbl.ch t.he7 hope to be able to pllbliah leta tb1s wok. 

/ 
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pratt or October 10. 1940 
Not.1 Chane•• indicated are 
t.hoao ...S. Ginco Septeaber 
20th d.rou't. 

DfE!!GFJ!CJ PLA!!T FACILITIE§ CO!!tp.Act 

TillS CONTRACT entered into tbia dAlY of 

19401 ~ tho UNITED ST~TES OF AmliRICA, hereinafter callo<l the GoYorn-

.. nt, ropreaontod qy tho Contr~cting Officer oxecut1ng thia contract, 

and •·---------' a corporation organi:od and exl.sting under 

tho lewa of the State of--------*& partnorabip coDBistin;l 

~ ---------------------------------------------
*an 1nd1Yidual trading aa ------- of tile Cit;y of ___ _ 

in tho Stato of-------- horoinAttur called the Contractor, 

IIITNESSE'Ill that: 

\'IIIEREAS, th8 Government ond tho Contractor are enterin;l into 

Contract No . --• bareinAttar called tho Contract for su,,pliea, for 

tho aalo by the Contractor to the Govol'JUIIGnt of certain supplies con-

s1st1ng of ---------------------• and 

11l!!lU:AS, in order for the Contractor to be able to 10011Ut'ac­

ture and deliver aaid suppli•>s 1n accordance with the ter.ae of the Co.'l­

tract t or -Suppliea and within tho tiJ>o thoro in apocifU<I it is necessary 

tor tho Contractor to acquiro or construct certain additional facilities, 

which 1Mludo ito .. a .. aJdng up a Soparatc C001ploto Plant (as hereoftar 

indicated) and it.~a designated colloctivo}r ao ono or moro Complete 

Addition• to au Exiotinj,; Plant (as heroaftcr indicated), all of such 

*Delete all linoo which do not app}r. 
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ito .. being berdn collect1vel,y referred to aa r:ooor,enc:y Pl&nt Facill­

Ues; and 

Tn!EREhS, tho Govel'lliDdnt and the Contractor prOJl<>Se in the 

negotiAtion oi' the price charged to the Government for the manufacture 

and delivery of ooid supplies to eliminate eo far •• ie practicable, 

chargoa tor woorti:ation and depreciation or Emergency Plant Fncilities; 

'lrrll'.RZAS, the Contractor ls willing to W>dert.ake tho acquisi­

tion or construction of the Emergency Plant Facilities hereinafter do-

scribed in cons1derat1on of the execution tv the Covortlllllnt o~ the 

Contr~Lct for SUppliea and of the further "«J'ee110nte by the Covcrncent 

cont3\nod in thie contract; and 

m!ER.i".AS' the Government' in view of the present CDIOrgeney 

and the nocoosity or making possible the mllnufuotul'o and dolivecy b,y 

tho Contractor of tho sa~ oupplies in nccordnnco wlth tho torms of the 

I 
Contract for SUpplien and rl thin ttle time thrcin specified, in order 

to expedite prod•>ction Wid in t:ccordllnce 1rttn provisions of lew enacted 

to p:ov1<lo for no.tion&l. defense in cgnnoction with &aid a ... rgenc:y, is 

willing in conc1dcratio11 o!' t!:le execution 1>r t he Contractor of t he snid 

Contr(>.ot for SUPJ)l1ea o.nd of tho further agroell01\t by tha Contr:tetor 

heroin contc1.~ed, to provide the Contractor witn .!'undo in roil:lbursement 

or expenditure. to bo Gl<tde for t he acquisition or oonotruction tr; the 

Contr actor of Emorgoncy Plont Facilitieo t o tho oxtont heroin sot forth 

&zld on tho wrms and conditions bereinatte~ nut forth; 
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HOII, TIIEREJ'OllE, 1n consideration or the preaiaeo and or the 

muLua.l agr .. ,..nta herein contained to be perforM<~ ~ tho p&rtiea here­

to respective]¥ it ia agreed as follows: 

l . The Contractor shall, with duo er.pedition ~ contract 

w1 til other a or otharwil;e, acquire or conatruct tho &oeraenoy Plant 7a­

cU1t1ee general]¥ daecribed below and set forth 1n l'urther detail 1n 

Appendix A hereto nnnexed, l:'urniabing or ceuaing to be furnished the 

labor, ater1Ala, tools , ,..,chinery, equi-t, facllltiee, supplies 

and eerYlcoo, nnd doing or c111aing to bo done all other tbinge neces­

sary for the ncqu1a1t1on or conat1~otion thereof, The Emergency Plnnt 

Focilitiaa ore designated as constituting Soparnto Complete Plnnt nnd 

one or mora c01npl.,to Additions t o an Existing Plant or Pltlnts. All of 

s~id Ebergency Plant Facilities shell be in aoneral accordance with the 

drow1ngs,l apeciticntions and instructions, it Dr(f, aet forth in Appendix 

A.* (Appendix A, in 110 fer ns practicable ohould conteio a fUll deaer1p­

t1011 ot ooch priocipcll item or group or 1 te: .. or Eller seney Plant Faeill­

tlca; ehould allocate nctwJ.l or utt=ted coat to ench ite• or group of 

1teas; should deoignote whlch of tho Ellcrgoncy PlMt Fru:llitleo consti­

tute n Sopuate Co11plete Plant tmd wh.lch conat1tute one or 110re COl:JPlete 

* 1'1hon Govornmont oupervision of construction is contemplated, on ap­
propriate olnuao 1111\Y bo inserted which will provide for tho issuance 
by the Contracting Off1oor ef per iodical cortitiootoa stating that the 
Contractor hna oat1a!"nctor1l,y complied with the provision• of Sect ion 
l of thie Article during t!t .. period co•orod ~ auoh cortiticate · 

/ 
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Additions to ExlatJ.ne Plant or Plants; should ind.icat. if, and the 

extent to which, ~ itoa or group of ito•• ot tho facilities replace 

o~her faoilitioo of tho Contractor and are noc81oaty to enable 1t to 

conduct ita normal oper ations, t ho price at which the Government shAll 

be entitled to purchue the Contract or ' a land upon which aey Complete 

Separat e l'lant is located unless the land on Whiob the faciliti es are 

to be located is to be acquired 1ft t he Contractor And to be included 

as o part of tho Emergency Plant Facilities, and should specifY the 

rat.e or rates of deprocietion, obsoleacenco and losa or value to be 

applied under aectlon 2 o! Article I I I horoot . ) 

It is est1mated thnt the toto! cost or the acquisition or 

construction of the Emergency Plant Facilities will be approximately 

------ Dollar a ($, ____ ), and that ouch Foc.llitioo will be 

rond,y for utilizo.tion 1:1r the Contr nctor within ---- mont hs from 

the date of t~is contract . It is oxpresoly undorstood, however, that 

the Contractor doea not guaran~eo tho corroctness or either of these 

est~tos but will uoe its best efforts to acquire And construct said 

ihorgency Plo.nt Fac1lltles in accordnnce wlth tho ootlAates herein. 

2 . The Contr'lctor cq at ~ tt.o llllto changes In or eddi­

llcns te tho draw1o.go a<>d spec1tications, prOYided, however, 1t ""¥ 

tr•• j auoh ch&nGo will couae del.lv' or a ~~~&terial altero~1on in the character of 

the work to be dono under this contrcet , or will ro$ult ln an eat~ted 

lncrease in tho cost of tho E;oergency Plaut l'nollitles of more than 

------ llollus ($. ___ __ ) , the \\'l'ltton consent of the Con-
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3. The title to all tbe I!Mrpncy Plaat Facwu .. lball be 

in tlw Cont-ractor. 'l'he Contractor llball, howeftr, allow DO ....-t.pce 

or other lion to bo an encuabrance 1.1pon the !DeraenGJ Plaat hcll1t1ee 

(includlna the lien of IJV' 110rtcace now ex.latlnf 1.1pon propert1 of the 

Contractor and IJV' lien ex1at1ng upon the Facilitiae prior to their ac­

qulaitlon), and ahall lll&ke no C<>'<"~anco or tranefar of auch Facilitbe 

or of aey item tbuaot', unleee tbe writton CODHnt th ... oto or tbo Hcl4 

or the Depert.Mnt concerned 1e flrat obtalnedJ proy1cled that 1n tbe 

~Tent of the aeoJ.cll-nt of cl&lu arlalnc out of t.hla cont-ract 1n nc­

eol'donce wi til tba prorlalcna of Article VII hereof, tho Con>rnaeat. w1ll 

not, becau.ta a 110rtcace or other lion haa beooooe an eDGIIIIbranee upon 

the Ellergency Plant Faollitiea 1n violation of the provitions of this 

section, rafllae ~ant of auaa duo ao Governeent Rei•buraoment for 

Pl411t Coate i n exooss or the indebtedness ••cured 1:6' suoh mortgaco or 

other lien. The reetriction or this seotion prohibiting liene shall 

not app}¥1 to lions or cont-ractors, laborers, aupp}¥ Den, t.x lions, 

o.nd other eiailar liens or cbu.rgea created or lncurrecl 1n the ordinat'7 

course or the Coat.ractor•a bwllneu, rut all ~ch llena aball be pr.-pt}¥ 

rno•ed unlaoe cootaeted 1n good faith. The Gootractor ehall, 1n re­

spect of each of tho !DergenGJ Plant Faclliti .. co.rey, untll the la:MI 

shall be t.ranerarred or tendered for tranerar to the CoYOrnaent purau­

llllt to 1J1Y pro•ieion of Article Ill hereof, such flra lneurance and 

other tor11e of 1nsuranco oustouril¥ carried in conneotion with s111ilar 

tacUitlea looated 1n tho sllll8 aroo., and or auoh klnda and 1n euch 
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UIOWit not exeeedlnc aa to azv rial< the coot of ouch racilit;y to tbo 

I 
C<>ntractor, •• the Contreetq Officer ahall o.,.cll) by notice in 

New 
writU.,. 

4. The Contractor shall, not later than the lSth dB,y of 

each tull calendar month artor tho date hereof, turnieh the Contract­

~ Officer a monthly statement, certitied ae correct by the Contractor, 

1M wi thin )01> clqa attar the close or each calendar :yeo.r an annual 

state.tnt cortllied aa correct by an inclepenclont public accountant 

approYed to' the Cootraoti.ng Officer, shoW'1nc in detail the .-mt, 

it an:r, expencled during tho precl>ding co.lencl&r ...,th or year, respec­

tive}¥, in connection rltb the acquioitiO<t or conet.nlctl.on of the 

I
Eoergenc;y Plant Facilities which amount shell not include the coet of 

obtaining and furnishing such annunl statement or lillY profit to the 

Contractor but mQ¥ include an amount to cover tho ooota of the services 

I 
porforQOd by the Contractor 's organization and othor curr:yi.ng cho.rges 

during coMtruct i on to the extent sot forth in Apponcll.x A one! interest 

on !'undo expended u provided in Section S of thio Arti cle; one! ahsll 

prccpt}¥ a fter Us ccapletion of the e.cquieition ancl construction 

thereof , or aa pr""!'tl;r as practicable after tho sivinc or receiving 

by i t of tho Toraino.tioo Notice provided in Sec t ion 1 of Article ill 

pri or to ouch c011plotion, rUe with tho Contr.,ctins Officer a state­

ment in detail , aiaUorl¥ cortiticd by tho inclopondont public account­

ant thoro tot oro approvod, e.nd voriflod by tho Contractor, setting 

* 'nto Contractins Otf1cor liiiiY" fincl it advisable in 10000 instances to 
provide in the Contrmct n longer period of tl.Jio tor tl\e proparation 
of thoeo etetoaente. 
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Corth tho total aoomts expended in conneeticn w1 tb .. ell it ... of such 

acquisition or construction, including at:IOunta, if an,y, expended by the 

Contractor in COMection with the termln&Ucn of thh contract in accord­

ance with Section 4 of Article II tbroUBh tho cancol.l4tion of contracts 

or cormQ.tmwota, or othorwiae ('llhich stot(lllent ia hereinntter called tho 

Final Cost Certificate), 

s. Except aa provided in SecUon 4 or thio Article and spc­

eilicsll¥ aet forth in Appendix A, no salaries of tbo Contractor's exeeu-

tiYe o!Cicera, no part or the expenso incurred in conducting the Contract­

or's l:lf.in o!Cic~ 'Or regularlJr est.abllehe<l branch ott'icea , and no overhead 

OlQ>OnSos or tho Cont raetor of any ldncl shall be incluaed in the cost of 

t..~e work ,, eet forth in the Final Cost CertiCicate. Interest on funds ox-

ponded ehBll bo included in such coat. Such intereet shall be computed at 

tho BMu.:>.l rato ot _ par cent * on funds oxpondod from month to month 

less payments or advances, if any, l!l!lde by the Oovomment in connection 

with tho adquiaition or construction of t ho Emergency Plant Facilities. 

Such CCQPUt ation of interest al'.all cea•• with the ccmpletion of the acqui­

sition and construction of the br6«1cy Plant Focilitiea. 

6 . In the e""nt t.Mt, atter the CUing of the Pinal Coat Cer­

tificate in connection vitb tbe Baergeooy Plont l'acU1tl.ea deoeribed in 

* Thia per eon togo ahould equal as near J.,y aa poaaiblo the inter est coats 
Incurred tr; tho contractor in raisini 1'11nda to oarry out thie contr~tet 
and to the oxtont that the Contractor uaeo hia own oap1tal the fair in­
terest r oturn on such capital, but in no caoe ohould th1a percentage 
excood. ___ per cent . 
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App<ndiJ< A the Contractinc Officer lha.ll detormne t hat .ru..ther brpncy 

Plant Facilitiea, either 1n connection with a ea.~lote Separate Plant or 

011 Add.i tion to an Exietinc Plant are required tor t he purpose contemplated 

1n thia contrnct, he may enter into a caotract M>endinr thia contract and 

Appendix A and the additional coat of auch fUrther Emerrency Plant Facili­

ties ehall be deterW.ned by the filinJ o! an amendment to the Final Coat 

<;.rtiticate in the aGme manner aa hereinbefore provided 1n raapec:t o! the 

Fin.U Coat Certificate. 

7. 'nlo Contractor sha.ll, to the utent ot ita ability, take all 

cash and trade diaco\llts, rebates, allo.ancea, credite, aalvase, cOIII:lia­

aiona Md bonificationa avail.abl e to tho Contractor, and when \ll&ble to 

take Gdvsntllgo or such benefits it ahall pl'OIIIptly notify the Contracting 

Otricor in writinr to that effect Md the reason thsre!or. In determining 

tho actlllll net cost of articles and mD.torials o! every kind required for 

the purpoao or this contract, thoro aholl bo deducted !rom the gross cost 

thereof all such cash and trsde disco\llta, rebatus, allowo.nces, credita, 

wvage, COftlllissicns and bon1!1cati ona ..,ich havo accrued to the benefit or 

the Contract or or would ha·;e so accrued excopt tor the taul.t or neglect ot 

the Contractor. Such benefits lost thro\llh no fault or nsglect oo the part 

or t he Contractor ehall net. be deducted trca era•• coats. 

ARTICLE II - PADIENTS TO CONTRACTOR BY OOVER/!I!EliT 

\, The amount to be paid by tho Oovornqtont to the Contractor 

under thie contract in respect of t he Emergency PlMt Facili tioa set forth 
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1.n App«<dix A 1 OS !rca time to time •ended 1 lhall be tho total aooo1mt Ht. 

t orth in the PinAl Coot Certificate. In tho nont that chanpo or addl.ticna 

ehall be made in respect ot tho l'lllor,.,cy Plant Facilities with the written 

consent of the Contracting Officer in accord<lnco with t ho provisions of Sec­

tion 2 of Article I or in t he event that thie contract lind Appendix A ahall 

be &~W~ded os provided in Section 6 o! Article I or an Additional Final 

Coot Certificate ohall be tiled p11rsuant to Section l of Article IV, the 

et~Cmt to be paid b;r the GoYemment ohsll be the tot&l ot tho ""''"ll'lts set 

torth in tho Final Cost Certitic"te and "'V and all _,..onto thereto and 

Al11 Aclditlonal Final Cost Certiticatc. In no event ohall the total """lll'lt 

to be paid 1>"/ the Govei'IIIIIOnt p11rsuant to thil Section exceed *'------
• or such larger """' as the Head of the Department concomed 1114)' !rca time 

to time npprovo. Tho amount to be paid by tho Govemmont 1e heroin sane­

times referred to as the Government Reimbursomont tor Plant Costs . 

Subject to tho obligation or tho Govem..ont to anticipate any 

unpaid ~co ot the Government Reicburoer.tent tor Plant Costs remaining 

u tp,&id nt the tiae of the ten:ti.naticn ot thie contract ., provided in thie 

Article and in Article Ill hoN>Of, tho contractor ohall be entitled to re-

ceive tl'Ql tho Govemaent the a:oolll'lt of the Govo..-nt Roillburs- !or 

Plant Cost a aa utabl.iohed by the Final Con Certitieate, over a period ot 

s1xt7 (60) consecutive calendar months beginning with the tiret ealendar 

"'"'th following tho completion ot the acquisition, construction and instal­

lotion of the ~orgoncy Plant Facilities in the folluwing ntanner and pur­

suant to the following terms: 
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!heNI sh.ul ~ due by tho aov.,_nt. to the contractor u 

eovonvnent ReJ.mbura_,t tor Plant Coot a, on t.he l&ot ck¥ ot each of rild.7 

(60) ccneocutive calendar n>enthe berinnin& with IIICh tirat w.ular mont h, 

l/60th of tho Govomment Reillbura....,t for Plant Costs eo detondned and 

tho Oovenvnont shall ~ auch amounts to tho Ccntrollotor llhen and aa tho 

• ..,.. boc011o du«; provided that it the 1'1naJ. Coat CortU'icato 1a not filed 

with the Govomaent ll'ltil after the calendar' aMth in which t.he acquisition, 

constructicn and installation of tho l'loergenc:y Plant Pacilltie .,.... com­

pleted, then the Oovemment shall pa7 to the contractor on the lost <bJ 

or tho calendar month auocood:1ng tho month in which tho Final Cost Certiti­

cato 1a dollvorod t o the Govonaent the 11:10\l'lt then ~able in raapoct o! 

the calendar months then elapsed berJ.nninr with tho C4lundat' month follow­

ing t he completion of tho acquisition, construction and 1natallat1on of 

tho Emorroncy Plo.nt Pacilltics; o.nd thereafter tho Oovommont shall pay to 

the contractor' an tho l~st day of each month l/60th of the Government's 

Reimbureomont tor Plant Costa, as ostabllshod by the Pinlll C04t Cortiticato 

1l'lt11 tho ent1ro amoll'lt theroor shall Juvo been poJ.d. 'nlllt part of the 

Govem>ent Roiaburstnent for Plant Coats u ost&bllshod b7 any 012endment 

to tho Finlll. Coat Certificate cr the Additional Pin!ll Coat Certificate, 1! 

8Jl1, sh!lll bcc01118 due and pay11ble by the Gove,.cnt at ouch tiloe and upon 

St.tCb tema ~~ tho contr:.cting officer ana tho contMctor shall arree at tho 

t~ that tho changoa or additions to the Emergency Plant Facilities shall 

bo ccnocntod to "'' hereinabove 1n t his Section provided. 
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2. In the went that, on the dat.e 90 da)-11 preeeclinc the cloee 

of .. ch ot the tiacal 7M'"• *l.cll eball be 'llholiJ" 01" In part Inol"'** In 

tilt perio4 bet.- the dat.e ot tb1e C<llt.ract. end the dat.e ot tuU peped. 

b7 tile Oov~t. ot the Goorem.nt a.iabure-t tor Plant Coeh here­

under, there eha.ll not heve been theretofore appropriated by the CCIIItOH 

8Jid vall~ oblipted by the Oovel"llll4llt t.o the per!o~WA~~Ce ot tbie • ... 

tllncb, the appropri<>tion and obllptian or 1Ch1eh will not lap•• and 1CII1ch 

wUl not revert to the fi"&UUr7 or be curled to the tlll"J)l\111 fllnd prior 

to the close or t he next euccoedinc fiee&l ye<~.r, 1n an amoWlt Cllltticiont 

to provide tor the payment 1Chen du. ot the balance or the Oove,_.,t a.... 
l.::lburaement !or Plant Coate then Mllllll1n1nr Wlpaid, tbia contract ehall 

tel'lll.nsto and the ...,..,t ot euch balance eh..U 011 Mid date becOM due 

and ehall, p%'01:1ptly attor Mid date and before the cloee or the tioc&l 

year then current, be paid by the Oovemmont to the Contractor out of the 

appropriations or contract authorizatione originally or thereafter apoci­

tied in connection with this cantr~ct. 

). Il an,y claiJI arising out ot thio contract 1a un,ned p~ 

suant to the provhiana of Article VII htreo!, peJlDC!I\te t o be made bJ the 

to euch aoeicnee on acCOW\t or the Ooveneent Reiabure-nt 

tor Plant Coste undor thia cont ract ehill not be subject to reduct.i011 or 

!or &n7 Inc!ebtednua or the Contractor to the lhited St.&tee aria­

inc inctopenc!ont!T ot thia C..Otrect. 

4. In the went ot the termination ot thie ccntract. purWII'lt 

to Section 1 of Article III hereof, prior to the completion ot the acc;uiei­

tion and conetruction ot the Emergency Plant Facilities, tho Contractor 

ebUl, aa"' 9U~ .. poeeible, dollnr to the Kead ot the Depa~ a 
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a cmpleto eehodule ot all contracts and cotlllll.t.e.h enhr..t into by tho 

Contr3ct or tor the acqlliaition and construction or tho l'lllorsen01 Plant Fa­

cilities . Tho Ooven'IB*\t ehall Pl'<lii!Ptl1 instruct tho Contractor in writing 

•• to the oxt.ont, if My, to lilieh it doairea to a~eUM such contro.ct e and 

c<Jillllit.mente ond upon receipt or eucb instructions the Cont ractor ehall pi'QIIPt­

ly assign 411 eueh contract. and comnito.ente which the Oovemment desires to 

~sa..:• ond which mo.y be so uaignilble to the Govommont end the Government 

slull, ond does hereby, indCIIII\U'y and 114vo hanoloee the Contractor rra. any 

.,.s ill llobillty IU'ie1ng out or or in respect. thereof. The Contractor shall 

theNupcn ceue all work on the llCqlliait.ion and ccnoti'IICtion or the !loergenc1 

Pl.a.~t t'acillt iea o.nd ahllll, lilere poa&ible, tominnto ld.tbout coat. t o it all 

contracts and comnitiDCinte not. eo assigned lllld whore the Contr"ctor 1a mable 

to terminnte any ew:h contract or ccmm1 tment without coat, i t shall to tho 

I extent pouiblo !ollo'lf the instructions of the Hond or tho Oaport.ment with 

reroronce thoroto. All costs incurred and all paymonte IIIAdo by the Contract­

or prior t o and in connection with such t erminAtion of this controct and with 

the t erminat ion or My contracts or c<mnit.monte tcltoroc!. into by the Contract­

or tor tho purposes or this contract 3lld ld.th the por!onaance 1n lilole or 1n 

part or any weh contrncto or caal.taents obieh ehall not be te.rsin&tec!. or 

w t il tho snao IU'il tomin4ted oball be a pert or tho Oove~t Re~ 

tor Plont Coats Md incl\ldod in tho final Co.t Cortitic:.:>te provided to be 

filed ll'!der Section 4 of Article I beroet in tho event of hl'lll1.n:ltion prior 

to CCIIplot1on ot tho ocqllieition and conetM~Ction. In tho event or 8Uch 

termination ot thia contract, ~ '0 the Contractor or tho Ooveraoent 

Rel.mbursemunt tor PlAnt Costa ahnll be made prooptl1 and in My event not 

loter than 60 d11ya rollowing the :I.:J.te of tillnB ot the t'inlll Coot Cortifi­

ca.te. 

I 
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1. Notice ot T•rain•tiSil. The Cant.ra.ct.ina: Otticer aq at. a.n,y 
~1=• pve written notice {hereinafter called the Tonaination Notice) to 
the Ccntroctor teminating thio contract; and upon receipt or the Tenlli­
oation Notice the Contractor shall, in the event that tho acquisition 
and conatruction of the Elnorgency Plant Facilltieo shall not have been 
cCIOpl.eted, proeeed with the etepa to be taken by iL under Section 4 ot 
A.rticle U. It, during aey C)().dq period atter tbe completion or the ac­
quioltion and conetruction or tho Elnergency Plant Facillt.ioo the sue 
are not used to a substantial extent by the Contractor for f\lmish1ng 
the ,Govelftlont with auppllee, or 1t, prior to euch completion , the Oov­
"""""'t shell terminate in oubstant.ial port the eldetl.nf contract tor 
auppllu botwoen the Contractor and the Govomment, or it tho Government 
shall taU, the contractor not being in default hereunder, to make to 
the contractor P'IY•ent ot allY inat.a.ll.l:lent of the Govemaent re!Joburae­
ccnt for plant costa within ninety da,ye al'te.r the eame shall hD.vo beccxne 
due, tho Contractor U¥ give a al.mllar temination not.ico t.o the Con­
tracting Officer atter the expiration of ouch 90-<lor period or after ouch 
t cmlnat.ion or contracts !or eupplles, aa the cue U¥ be. It the con­
tracting Officer ahall diaagree with tho Contractor ao to whether or not 
the Fbargeney Plant Pacilltieo hove not been eo u .. cl to • lli>otantial 
extent for the 90-da,y period or whother contracts tor aupplloo hove booo 
tenoinated in substantial part, he oholl oo noti~J the Contractor, 1n 
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wrltinc or by telopapb, within tive ~· tl'<a U.e receipt or the Ter­

mination Notice; and the Contractor u.y forthwith, by written or t ele­

graphic notice, requir e the ques tion t o be aul>lllitte& tor dohl'lllin&tien 

by arbitrators, one appointed by the ContractinJ Otticer and one by t he 

Contractor within five days of t ho Contractor ' • arbitration notice, and 

an additional arbitrator appointed by the Senior Judge or the Ci.rcuit 

Court or Appaala or the circuit in which the El!!or1ency Plant Facilit.iea 

in quest.ion are located. It the additional arbitrator shall not be so 

appoint ed within the days otter applJ.caUon by either party therefor, 

he shall be selected by the arbitrators appointed by tho parties or, :If 

one or the parties shall have tailed to appoint ito arbitrator within 

t he U/l\e hereinbefore provided, by the solo arbitrator so appointed . 

The queet ion shall be so determined by the three, or it either perty 

shall have tailed to appoint its arbitrator, tho t wo arbitrators so ap­

pointed, the decision or any two arbitrators to be final and binding 

upon t ho parties for all purposes, unleas no t wo arbitrators .,reo, 1n 

ohich event the decision of t he additional arbitrator shall be rinal and 

bin<linJ. Tho coat of o.rbitretion, extept the cost or the arbitrator ap­

pointed by the ContractinJ Orticer, shall be paid b7 the Contractor and 

shall not be included 1n the Gova!Tfllent Re1clburs•ent tor Plant Costa, 

2. 11cht.t or the Cont.rastor 

(a ) The Contractor shall have the rieht, exercisable b7 a 

wt'ltten notice (hereinafter r eterr od to <IS the Retention Notice) , given 

New lw!thin 90 days &tter givinli of the Terlllination Notice, by either party , 
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... lor withill ninet.Y (90) clqa alt.ev the tezwin&ti<lll or thb contract under 

. Section 2 of Article II he reof , to retain under thie pararraph tor ita 

""" uso outright, ! reo ot Ill¥ intereat or the Oonrrnent, and/or t o ne­

GOtiate under paragraph (b) hereof for such retention ot &J'IY Separat e 

Complete Plant and/or ot Ill¥ item or group of items constituting a Com­

plete Addition to an Exhting Plant or or the tiltire l'lllerrency Plant 

Facllities . With respect to any such Separate Complete Plant and/or to 

1111 ouch it• or group or it..,., CO!llltitutina a cccplete Ad4itico to an 

Exhtinc Plant, or with respect to the ent iro lberJency Plant PacU1Ue3 

which are deai,nated tor ret ention by the Ccotractor, the Ccotractor 

shall, subject to the provisions or paragraph (d) or this Section, it a 

less amount shall not have been agreed upon nnd approved as representing 

the fair value under paragraph (b) of this Section, pay to tho Govern­

Cl•nt on omount l<jual to the cost theroof oo eotnbliohed by tho Final 

Cost Certifico.te, nnd the Fino.l Cost Certificnte aa amended, and by any 

Addition>l "Pino.l Cost Certificates, reduced to the extent appropriate 

for the applicati<lll or ~•ent ot exeees inaur&nce proceeds, it Ill¥, un-

der Section l of Article IV, (or, it the acquiaition and consti"\ICt1QII 

ot tho »Mrcency Plant Fac1llt1es shall not have been coapleted, •• .,._ 

t.obUahed aa of the date or the Retention Notice by the approved public 

accountant) , lue an 0100unt r epresentin.f dapr.oiati..,, obeoluconce and 

lose of value due to use tor netional defense purpoaea tor each year or 

portion or a year elapaed trCIIl the date ot· acquisition or c001plet ion of 

construction thereof to the dote or the TerOiination Notice at the rnte 
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or ratea opeeitied u applicable in Appeadix A. Upon ~t or t«<der 

to the Contractin& <>tticer, at --------- ot tlw ......,t ao 

pa¥able in r.sJ)41ct ot &1\f euch it• daeicnated tor mention by t he Con­

tractor, or upon settl""*'t o£ the balance, if &1\Y, due t o or rrca the 

Government under parasraph (d) ot thio Section, &1\f and all interest 

therein and right in respect thereof ot tho Government ahall forthwith 

terminate, and ~he Contracting Officer ahall execute and deliver to tho 

Contractor a valid raleue or lUll' and all ouch interest and right. 

(b) In reaJ)41Ct o.t &l1f Complete Separate l'lant and/or ot &1\f 

!tea or group o£ items con3ti tutin& a Ccoaplota Addition to an Existin& 

Plant, or of tho entire Dnergency Plant Facilitiee which tho Contractor 

shAll have designated in the Retention Notice tor negotiation under this 

paragraph, the Contractor aMll have tho right to negotiate with the Con­

tracting Officer with refer~•· to the retention or tho snmo free of &1\Y 

interest or the Govornmont upon the pa,yaent to the Government ot an 

1111011nt lese than tho amount detet'lllinod under peraaraph (a} above repre­

senting the fair value theNOf u o£ tho date of tho Ret.entico llotiee; 

and upon tho establiat..ent bet"""" tho Contract.er and the CODtractin& or-

ticer or eucb tair value and appronl or the eaae by the Head or the De-

195 

partunt, the Contractor shall, upon peyment or tender ot the ...,....t or / 

Upon aettl• ent Of tlw balance d11e to or fr<a the Gove ........ t under para-

graph (d) or thia Section bllve tho rieht to retain for ito own uae out­

right tree of an, interest o! t.he Government &1\Y Separate Complete Plant 

and/or &1\Y item or grollP o£ items conatituting a Caoplate Addition to an 

Regraded Uclassified



-l?-

!Jd.atinl Plant cr Ule ent.in ... .-q Plant P~~ellltlea . In the enrrt. 

that , within a period ot 90 dqa hta the date ot Re\ecltion Notice the 

Cootnctor and Contract1111r Ottlcer are Wlable to ..,roe 11po11 the t air 

value or AJV ouch Separate Ccaplete !'\ant or ot AIV euch i t• or UOUP 

ot items constituting a Complete Addition to an l!xieti.ng Plant , or, ot 

t.ho entire Doer,.ncy Plant Fae111t.ies, or 1n t.he event. thlt the fair 

value thereof .a .,..11<1 11po11 ahall not be approved. by the H11d of the 

Depart.aent, the Contractor shall, 11po11 the e>q>lrat.ion of eeld period or 

earlier at the election of the Contractor, either p.,y to the Govenamt. 

1n respect of the retention of arct such BJ'OUP of tac111t1ea, the appli­

cable amount under Parauaph (a) of this section, or 

(l) as to AJV sucb Seperate Ccaplete Plant. , transfer 

'

the same pJ'OII!Ptl¥ t o the Govemment free and clear 
New or all mortgagee or liens not theretofore con­

aented to by the Head or the Deportment concemed; 
or 

(2) as t o any euch fncilitles constituting a Cooplete 
Addition to an Existing Plant transfer the saDO 
promptly t o the Government tree and clear of all 
mortcagee or liens not theretofore consented. to 
by the Head of Ule Deportment coneemed., and, at 
the Contractor's election, require the ,._,al of 
all or arv ptiJ'1. thereof by the Govemunt fl"Ca the 
p..-iaea altopther, 10hl.ch r_,.al ahsll forthwith 
he e!tocted. by the Oov..,_..t 1n neot t.od wori<Mn­
ll.ke fashion t.od the Contractor' a p..-iaes and te­
c1Utioo, lncludlnc flaerpnq Plant Paeilltiea 
N!tainod by the Contractor, as affected. by ouch 
raaoval ahall be by the Govomunt roatored.. so u 
to leave tbe a.3186 1n es coed ccnclition as ll:l:led.i­
~toly prior to tbe acquioltlon or conatruction of 
1uch tac1Utioa, (in u coed condition as before 
such r.aval without detects or obet"1ctiona 
cauaed. by such ..-oval). 
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(c) In re8J*)t ot U17 ot the lllerc-q Plant Padlltiee not. 

desipte<l in tho Retenti011 Notice tor eitMI' retent.1011 b7 the Ccmtrac­

tor or tor nocotiation, the Contractor sM.ll prcmptly att.r tho ci~ 

ot tho Retention Notice transfer tho eue to tho Oo'lo~t !reo and 

clear ot all mort,.,.• and liens not theretofore coneente<l to by tho 

!lead or the Department concerned. It no Retention Notice be pven with­

in t he ti.Aio allowed !or euch notice under Section :l ot thie Article, the 

Controctor ahall prcmpt;ly Qp<>n the tel'llination ot tho Uao allowed tor 

euch notice transfer tho entire .floercency Plant FacWtlee to the Gov­

ernaont tree and clear ot all .. rt.gagee and liene not theretofore con­

sented to b7 the Head ot the Department concerned. 

(d) ~ auma to be paid by the Contractor to the Government 

under poragraph (a) end/or paragraph (b) o! thie Section ehall be re­

duced by tho amount ot ~ sums to be peid by tho Government to the 

Contrector on account or Oovemm~'llt Rei.Aiburs..,.ont tor Plant Coste under 

Article u · hereof end not theretofore paid by tho Oovornmont, end, 1t 

the aua eo to be paid by the Govemaent to tho Cont,..ctor and then re­

Mininc llnpaici ehell exceed the aiiO\IIIt to be paid II)' the Contractor 

under beth ot eaid paragraphs, the Govemaent oh&ll p.-~ po,y to the 

Contractor the AIIIO\lllt ot such exceaa; provided, however, that 1n tho 

event that tho Contractor ehall retnin under parecnphe (a) or (b) aJV 

!acWty the llcquieition or construction ot which ie not ccapleto at 

the elate o! the Retention Notice and 1n roepect o! •h1ch therefore no 

payment has been ude by the Government, the Contractor ehall retain 
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tile -• without J)elllent. and the ...,..t of the Ooowwt a~ 

tor PlAnt Coote oball be reduced bJ the coet t.h ..... t, det.N'IIlned u 

1 heMin bot ore provided 1n Section l of Article 11 hereof. In the -t 

that tho Contractor •ball abet to retain none ot the llaerpnoy Plant 

F&cilltiao under either para&raph (a) or PI'Nit"<lPh (b) above, upon tran.,_ 

rcr thoroo! to tho Oovornment, there st.>U bocou duo, and the Oov..,....., 

shall pr0111pt)¥ pe.y to the Contractor, the entire balance of the tl& to be 

pe.l.d bJ the OOY......,t to the CCiltractor on account of the Oovenwoent 

Railt>ura•ent tor Plant Coats not theretofore paid. 

(o) Tho Contractor sball have the ri,trt., with rcape<:t to Ol'ii'l 

racilltioa not retained by the Contractor under Pl'rllt"ilPM (a) or (b) ot 

this Section, to oecotiate with the Contr~ctinc Officer with roreronco 

to tho leaaine oi' all or Ol'('f part thereof tor ouch period and upon such 

terms which ""*' include provision for renewal nnd M option to purchase 

tho some ao tho Contractor and the Contracting Officer ~'f 081'•• upon, 

subject to the approval or the Head or tho Osportmont. 

) . R1Bhta ot t.be Govennent 

(a) In reepect ot azq it• or crouP or it_, or the l!loert<nCT 

Plant PacU1t1eo constituting an Addition to an flxiatinc Plant which are 

transferred to the Qovemaent under Ol'('f provieion Of SectiCOI 2 Of this 

Article and the reiooval of which is not required by the Ccntreetor , the 

Contractor ohall have the right to uao the - · without coot, it and to 

the oxtent that auch f11cil1t1eo have replaced other taeilltioa ot the 

Contractor and aro neceaaary to enable it to conduct ito no,_t cperoticno. 
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The Contractor al\'111 at ita expenae, UN tor, Mintt.in, :md•inaure, to 

the extent approved or required by the Head ot the Dep&rtclent, such 

{&cilitics loft in place b.Y the Government which tho Contractor ia en­

titled under this Section to uso without cost, so long as the Contractor 

so uses tho s11111e unclor this paragraph; Mel ahllll furthor care tor Md 

maintain to tho extent eb?vo ~vided, all similar facilities the re­

""vol of which shall not have been requlrcd by tho Ccntractor Mel which 

av be lett in place by the Government as standb)' cap:~city tor the ac­

count ol the Oovemment $0 long, subJect to the provisions or parsgraph 

(c) ot this Section, as the Oovemaent shall dul)' and prcmptl)' pq the 

Contnctor IIIOnthl)' 1 upon the submiaoicn of dul)' COrti!io>d invoices theNO­

!or, ll1f¥ and 1111 OXI)(!nsa incurred and !)Qid by the Contractor in the pre­

eedina calendar month tor the maintenance, core, protection, nnd repair 

or such tDCilitiea, including any and all t!lXes assessed thereon or in 

rui)(!Ct thereof, and nll costs of insurance eorried for the protection 

thereof and any and all othur expenses ancl cost of every sort incident 

thereto provided, Mwevcr, that the Contmctor mltlf at art¥ time on 90 

days• written notice t.er:oin<lte tho obUgaticn to care for and a:&intain 

ouch !ac1lit1es and requlNO the rsoval ot the ....., upon the same tema 

•• under sub-paragraph (2) or paragraph (b) or Secticn 2 or this Article. 

Such tacWtie•, the r.,.\'&l or which shall not have been required by 

tho Contractor and which shall 1\nve been lett in place by the Oonmment, 

which tho Contractor is not entitl~d to uee without cost under this 

SocUon, or which shell not have boon leased to tho Contractor, mltlf be 

/ 
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,....,.eel b7 the CioY.-t. at en:t tiM recu<U ... or -h DoUce r.... the 

Contractor; and tacllit.1u lert. ill place which the C<>ntnctor 1a 10 on­

titled to uae without. coet. mel which are ill uaa tor or l'&qldrecl b;r cc.­

ad.t.monta therototora undertaken IJ¥ the Contractor, M!f be .--.ct b;r the 

Government reprclleaa or auch notice rr ... the Contractor, at AllY subse­

quent ttme when aucb rwK7V&l will not impede or interfere with the 

Contractor's performance of eueh commitments. Such removal shall be 

acc<OOPl1ohed ill a neat IDcl worlalanllJce monnlfl' IDcl the Contractor's prOII­

ises and fac1lit1aa, including Eoereenc;r Pl>nt FacUitiao retained 1>7 

the Contractor, coa atfectecl by euc!l ..-oval, ehall be by the GoveiTIIICilt 

restorecl ao aa to leaYe the - ill as good condiUCIII ae tmec!iatel,r 

prior to the acqu1oit1on or eonatruction ot auch tacilltiea (ill as good 

condition aa before auoh ,.....,val without defecta and obotruetiona caused 

by ouch NIIIOV&l). 

(b) In the event that the Government shall tail, a!ter 90 

dafs ' notice fr... the Contractor of such failure, to PI¥ All)' of the 

NU t o be pe.id or to perfono Uf¥ ot the things to be per!ormecl IJ¥ it 

\11\der thia Section with respect to AllY it ... or croup or it ..... ccratit.ut.­

ing an 4clcl1t1on to ao Eld.atlllg Plmt or to ,._,ve the eame •hen roquirecl 

thereto in aceordance with en:t prorlaioa or this Article, the Contractor 

shall havo tho right to ,.....,.,.. the ....., frca tbe p.-J.aeo cntlrel¥ IDcl 

to Neoivo !rca tho Qoyumment pl"'OIPtlJ' alter ouch reiiDftl the ._.,.t ot 

the reoeonable coet. of auch roaoY&l and of AllY euae t o bo pe.icl bf the 

Oovemmont in reepoct thereof Wlcler this Article Qlld not theretofore paicl. 
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(c) The Oovemaerrt. agreea , ao tar ... it lawfllll¥ ....,., nth 

,..,5pect to AllY tacllitiea tranatured to it or r.ovacl b)' it pw-euan~ 

to thia .l.l'ticle III that it rill at no tiae u.oo tile ..... or ~ ot tit• 

tor buaineu or caserciel. purposes, p1r0vided tllot tho Oovommcnt mq at 

III>¥ tl.ll\o uao atlt auch .racilitiea tor national doreneo or for AllY JlUl"P')ae 

incidont t~ tho conduct or execution or ~ act or Congreaa or AllY order 

?f the Proaidcnt or the United statoe, and tho Government rurtller ll€1"eea 

that 1l tho G,vommont desiroa to aoll or lMoo ouch tacilitieo or 81'\1 

port tlleroot, it rill not do so nthout givinc the Contrsctor, to tho 

extent pol'llitted b7 l4w, a reasonable opportunity to pw'CMae or leaae 

the tacilitiea p1r0posed to be sold or leased on tho e&U tenu and at 

the s.,.o price or r<nt<U at which it is propoaed to eell ur lease them 

to aey otllor po.rty, 

(d) II AllY Complete Separate Plant l ocated i n whole or in part 

on premioeo which aro t he property ot the Contr actor and which have not 

been designated in Appendix A as a part ot the Eoeraency Pl4nt Facilitiea, 

&re tranoterred t o the O~vemmcnt under AllY p1r0viaion ot Section 2 or 

this .l.l'ticlo, tho O..vemmont, upon written notice civon t<> the Contnct?r 

not lator tllon 90 dqs tollood.n& the tranater of ouch f acilities to it, 

shall 1\ove tho rl&ht to purchase traa tho Contractor tho land on which 

such facllitio.o o.ro located at the predct.cl"!!lined price oct forth in Ap­

pendix A. 

N!TICLE I V - LOSS OR I>ESIRlJCTICii Of FACILITI&, AND MAINmtAHCE 

1. In the event t hat all or tho r..eraency Plant Facilities or. 
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al1)' it& or IJ'OUP Of it- thereof ahall, prior to the tranafer by the 

contractor to the Govennent , be cle8t1'07ed or cla:sace<i by the opere tim 

or AllY riel< required to be coverecl in roepect of ouch t llcilitiee by in­

eurance under Section 3 of Article I hereof , or or aey riak in respect 

thereof actually covered by ineuranco c~rried by the Contractor, the Con­

tractor ahell illlmecliately notify in writine the Contreotine Ortice.r and 

,.q on He own initiative, and the Government. fM11 by written notice ginn 

within 61) c!AQ'a ruqulro 1be COntractor to ap~ the procoode or 11>e iMUr­

onco cc• oreae 1n reepoct ot mcb tocUiUoe to tbe reetoreuon, reconditto~ 

t.oa or roplac-nt tbereot. In 1be oYont thet tbe prooeecle ot tbe l.neunulce 

CDY01'080 ehall be 1nau.tt1c1ent to proY14e tl>r tbo reatoretion, recon41t1oc-

1oc or roplao..,ont, 1n1t1atad by tbe Contractor or required by tllo Go•­
ernmont, tho amount of the additi onnl •uma required therefor ao certified 

by the Pinel. Coot Certificate as Mended or by an Additional PiMl Coot 

Certific~te in f orm similnr to that provided in Soction 4 of Article I 

hereof, shall be add eel to the balance or Oovon'dent Roi:nbura ... ent for 

P1.4nt Coeta; providecl that nothing contained 1n the foregoing sentence 

shall preJudice or affect. the right or t.he Ooverrooent to hnainate this 

contract u;>cn the te ...... provided in Article Ill by Bivin& the Tenoination 

Notice therein provided . In the event that tho ;>roccecla of the insurance 

coverar• sh6ll exceed tho amount required tor the reetoration, reeond1-

t1on1nr or roplacoment , the amount of such excess or in the event thet 

restoration, rocond1t1on1ng or r eplacement ie not initiated by oithar 

party, the amount of the proceeds of lnsurence, shall bo retained b7 the 
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contractor and applied in reductioo of the then balance of Oovenmmt 

Reidbursemont for Plant Coste, any excess of ouch proceoda over and ebove 

the llliiOunt or ouch balance to be prOIIlpt}¥ paid by the Contractor to the 

Government. Afi.Y excooo so applied by the Contractor or paid by the Oon­

Lractor to the CoverN!lent shall be dee=e:l to reduce pro tanto tho cost 

of tho facility tor the purposes of paragraph (a) of Section 2 of Article 

1!1. . In the event that the destruction or damage a hall be cauaed by the 

operation of any rlsk not .-.qu1red to be covered and not covered by in­

sunnco carrled by the Contractor, the Covel'1'1M!lt ahell within 60 d.o,ys 

after receipt o! notice of such destruction or clamaee either 

(a) require the Contractor to restore, recondition or 

replace all facilities nocesoary to continuous and 

e!ticiont operation of all facilities in which 

event t he amount of the cost thereof ns certified 

by a Final Cost Certiticato shell be added to the 

balance of Covem&ent .Re!nburae:oent tor Plant 

C·osts, or 

(b) ters.lnate thio controct subJect to the tenu pro­

vided 1n Article Ill by living the tel'llin&tion 

notice therein provided. 

2. The Contractor shell be responoible, prior to the transfer 

thereot to th e Oovemmmt, t or the caro and matntcmance of such facili­

ties; and all items of the Emergency Plant Facilities tran•forred b.Y the 

Contractor to the Covenae:nt under Article Ill hereof ah&ll be 1n a good 
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state at uint-• and repair -• tor dNti'IICti<>n, or _,. or ~ 

age nomall¥ inoldeat. to tbe production oai'Tied on tv the Contractor 

and for ouch deetl"'ICt1on or dalll&p ar111nf 1'\lt ot cau .. e or riako not 

normall¥ incident to euch production which ahall not be or haYe beoe 

provided for by reotcretion, reconditioning or replac.,.,nt Jl111'8\1011t. t.o 

parauaph (a) aboYe, and except. that. the Contractor ahall be under no 

cbUp.ticn t.o llt.int.aiJl or repair it&a tna tiM to t.U.. detenained tv 

t ho Contractine otticor to be obsolete or no l01111er used or usetul 1n 

cOMeetion wUb the pt'Od....tioc tv t.he Contl'l\ct.or ot the eupplles to be 

produced tor tho Governmont. 1n or tv the uae o! the '!lle!'Pney Plant Fa­

ciUt1oa , provided th3t. BUCII it .... no lonear uoed and uootul, and aleo 

it- rClqu1r1n& modification tor what t.lto Contractor decm.s to be illlprOYed 

productive efficiency llla>'o 3t any time, 1n the diocrot.ion of t.lto Contrac­

tor, be rewori<ed, readjueted or adopted to tho t.lten requircent.o o! the 

production o! auppliea for tho Govema~ent, or ma,y, with the approval at 

the Cont.Nctine O!ficor, bo oold, tho n<t J>l'OCMdl ot &ale t.o be credited 

b7 tile Contractor upon the bal&nce at Govc.,...,t Reiabura..,t !or Plant. 

Costa then rwain1ni Wtpaid. 

Ourins the coat.irNance or t.hie contract at the ll>d of eacb 

taelVo-11101\th period following the ccmplet.1on o: the l'loereenc:T Plant Pe­

ciU.tiea the ContractinC Otticer ahLU. witllin 90 dayo, 1! not eo .. u ... 

tied, notify the Contractor 1n writin& that the care and mal.ntonance ot 

the meraency Plant Facllitieo hao tailed t o 80et rO(juir .. onto or th1e 

aect.ion and the roapecta 1n which it hoe eo tailed. The Contractor ab&ll 
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rortllwiLh cOCipl¥ with the direetJ.ono of the Con~ractinl Otficor in thio 

"gard. Failure to g1 ve Mil such notice by the Contrac~ing Officer a hall 

be a concluaive adlllisaion that the C<ll'O and Mintenanco or the Emergency 

Plant Facilities by the Contractor for the period involved haa been proper. 

ARTICLE V - IW<QRDS AND ACCQYNT$-INSPECTION I!!EREOF 

1. The Contractor agrees to keep recorda and books of account 

shoorinB the ach&l cost to it or all itOIU of labor, aateriala, equip­

cent, supplies , services and other expenditures of ~tover nature either 

in connection with the acquisition or conatrueUon of t he Emergency Plant 

Facilities Wider Article I t he care and maintenance thereof W>der Article 

Ill or the restoration, reconditioning or r eplacoment thereof W>der Ar-

Licle I V, 

2. The Contracting Officer or h1o d~ authorized representa­

tive •hall at all times be afforded proper facilitioa for inspection of 

the Elncrgency Plant Facilities , both during end after conot.ructim, and .. 
sr.&ll at all reasonable ~imes have acceao to the ~readseo, worl< and oa-

teri&lo, and to all books and recorda referred to in the foregoing pare-

graph 1 or tb1o article. 

1. The Contractor shall, in so far as it io able, furnish to 

tho Govenwcnt, upon written request therefor, such reports, es~l.m&tea 

and other iu!o,.,...tion as the Coordinator of National Defense Purchases, 

/ 
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or INCh other person u DaY be deol.in&te<l by the Preoident, Undo neeea­

,.ry and reasonable for the expedH1ng or national defense. Requests tor 

such reports , estiJ.o&tcs and other 1n!om•tion a hall s et forth the nature 

of the infonNition sought and t ho fonn in which such 1n!onnstion is to 

be rurniohe<l . If the Contractor is tor &"f cause unobla to furnish ouch 

1nfonna•ion to tho extent and in the manner requaete<l, it shall promptl,y 

rsport t o the Government 1n writing its 1nabillt,y to furnish such 1ntor­

mtion, whereupon the Govenu:ent, at iU expenee, r»:f auist the Contrac­

tor ~o furnish such Worcaticn to the extent and 1n the manner requested. 

ARTICLE YII - ASSIGNJm}! Of ca!TRACTQR' S C!.AI!!S 

1 .* Claims tor monies duo or to become due to the Contractor 

fr\llll t he Qovernmcnt o.risine out of this contract 1110,1 be assigned to any 

bank, t rust COIIlp&ny or other fino.ncing 1notitut1on, including O"f Fed­

•ral lond1nc agency; and aey such assignmnnt rM:J cover all or O"f par t 

of any cla.im or cl.aill18 arisin.;: or to arioo out of thio contract end ma,y 

be mde t.-o, a..ny one or more s-uch instit.ut i ona or to e..ny one party ae agent 

or t.rustte tor two or moff such institutions participoUng 1n the tinanc­

ln,;i or this contr:.et ."* l.ey cl!.W so 3oeignod '""v be ~Jeet to fur­

ther aasl.j,'Nient ; and any bond, p.-J.ssory note or other evidence or 

1n~ebte<lnoso secured by any such aooign:.1ent ma,y be ffdiocounted, 

• Thie Soet1on m>~ onl,y be inserted in contracts signed after the en­
cc~~ent or proposed statuto ~~ending )477 nnd )7)7 ot the Revised Stat­
utes permitting the nssigNaent of cloim~ ocninst the Government. 

"*Pw•auant t o Section 3/.77 and Snction J7J7 of the Revised Statut es as 
IICon<lod, SocUon 1 or this Article IIIII)' be v~tried so ao to deny the assign­
IOent or &ny Cl4im arising hereunder • 
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!'(fpotheeated &e eoll&terel tor a loan or cred.it, or oold with or without 

recourse . In tho event or tho assignment or reassignment o£ •flY claim 

tor sooniea duo or to becCDe due under this contract the aseicnoe thereof 

sho.ll tile written notice of tho aaai.gncent tecether with a true COPJ of 

~he instrument o£ aoai.gnment with (a) the Gonerel Aecount.ins Orciee ot 

t he Government, (~) the Contracting O!ticor or the Head of the Department 

or Asen<Y• (e) the surety or sureties upon the bond or bondo, it~. 1n 

connection with ouch cootroct, and (d) with the disbursing otticer oi the 

.,.,-...,..,-:::--::---:-..,Department at , 
(Specify Vlar, llavy, etc.) (Stroot address and Post Otrice) 

who is horeb)' designated to Nl<e all paym..,te under this contract. In no 

event shall copies o! Mil plana , specihc.\t ione or other s1.ad.lar doeu-r.ent.a 

~ m rked "SECRET" end annexed or attached to this contract be furnished to 

any aosisneo o! any claim arising under this contract or to aey other per-
~ 
S. aon nol. otherwise entitled t o r eceive t he • .....,, 

~ 2. Af1Y BsSiBt"'mt =de in aeco~ce nth Section l or this 

ft. nrtiele lNI,Y provide that so long na there aho.ll be mJills due !rem tho Gov­

ern~tent t o tho Contractor under this contract, the Controetor shall not, 

11ithout the consent o! the aasignee, exercise ~ r!.Bht &iven to the Con­

tract or under the pro7isiona o! Section 2 or Article lll hereof. 

AftTICLE 'fill - CONWjANT AGAINST C(ltl'INGfNT tlJS 

The Ccinl.ractor warrants that he baa not eapl.O)'ed &l1l' person to 

solicit or oeeure this contract upon a:v ~-nt tor a c.-tasion, per­

centage, brokerage , or eont1ncent !ee. Broach o! thio warrant)' shall 

/ 
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gtve tho Govo,...,t tho right to t onzdnato tho contract, or, in its die­

cretion , to deduct !rom the eontrac~ price or consideration tho amount 

of such conmiesion , percentage, brokerage, or contingent teeo . This Wllr­

ronty ohall not appl,y to conmissions Jll.i1&ble by contractors upon cont racts 

or ssleo cocurod or made through bona Cido ootabliaht.'d cocmorcio.l. or sell­

ing agencies maintained by the Contractor for tho purpooe ot securing 

businoaa. 

AhUCIJi IX OFFICIALS !!9T 1'0 B'lffltl'r 

tlo lled>er or or DelCi&t• to Congress, or Resident C.....J.asio,er, 

shall be adtldttod to any share or part of thio controct or to &0)1' benefit 

th:\t 11\.3¥ nriao therefrom, but this provision oho.ll not bo con~rued to 

extend to this controet it made w:l th A corporatlon for he genero.l. bene­

fit, 

ARTICLE X - OISpyT§S 

txcept as otherwise specifico.Uy provided in this contract, all 

diaputoa concernillg queoticns of tact aria~ under this contnct shall 

bo decided by the contracting otficer subject to writUn aJII*Il by the 

cootnctor within )Q d8//s to the h>ad or tho doplll't.ooent concomed or hia 

duly nuthori•od r-eproscnt.ative, whose decision ahnll be fin&J. and conclu­

oivo upon tho par-tica ther-eto. In the meantime tho contrnctor si~ dil­

igelll4-' proceed l'lith tho wol'l< ns dir ected . 
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ARTtCLE n - p!fiHITicws 

(a) The tem "Head ot the Departaent• u us.S herein ohall 

mean tho ha&d or 01\Y assistant head ot tho executive depart.ent or inde­

pendent ee~abliahment involved , and tho term "his dull authori~ed ropre­

•wtativo" shall mean any person authorized to act for him ether than the 

contracting officer . 

(b) The tom "Contracting Of!1cer• aa uoed heroin shall in­

clu<!o hie dull appointed successor or h1a authorited reprooentative. 

ARTICLE lli - TAX AMORTIWICii 

Inaomueh u it 1a the intent or S.ctiono 23 and 124 ot the In­

ternal Revenue Code, W\less Pa,;tlents ""do on &ccount or GoverrlClent Reim­

burse<nento for Plant Coats are includ.ed in groa• incCIIllo, not to allow 

(l) l,ho tax deduction tor amortization ovor ,, 60-month period of the 

U.crgeney Plont Facilities or (2) the inclusion oi such payments in in­

vested cap~tol for purposes of the excess-profits tax, the Contractor 

ogrees that, 1C such payments , ~0 tho extent they conotituto reuburs&­

l:lonts for capital expend.itures lll8dO in acquisition or construction or 

such Emergency Plant Facilities, are not includ.iblo in grosa income, then, 

!or Federal tax purposes, (1) the baais of such Emer,.ncy Plant Facilities 

sMU be computed w1thuut ~ into account capital expenditures for 

which tho Controctor has been or 'llill be so reiAlbursed and (2) the amount 

of such rdmbursmento shall not be tre&ted ae peid-in surplus or contri~ 

buti~ls to c&pitel for , urpoaes of the oxcese-pro!it• tax. In the event 
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that the Contractor make& application to the Advisory CCIIIIiaeion to tbe 

council of National De!enae and to tho Department of War (tho ll&vy) !or 

a certi!icato with roepoct to tenne contained in thie contract or t he 

nocessity for at\Y item or group of it&M of tho flllorgency Plant Faeill·­

ties under Sections 23 and 124 of tho Intomal Revenue Code in accordance 

with rulaa govemin8 such applications and tho Contractor is thereafter 

reCused tho iesuanco or such certificate by either ouch Ca:al.saion or the 

Doportmont of War (tho Navy), tbia contract a hall tenain&t.e forthwith 

dlh tho oace effect ao though a t.enlination notice had been tiled pur­

suant to Section l of Article Ill hereof. 

WICL£ XIII ALTFl\AIIONS 

Tho following changes "ere made in thie contract before it wae 

signed by tho portico heroto: 

210 
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IN 'III'fti!SS lllt!Rl!OF, the p&rtiee here1.0 have ueeuted thia cO!\­

\ rae\ as ot the. da1 and yea.r t irat. above written. 

THE UNITED STATES OP Alll!RICA, 

~---------------------
(ott1c1al ti~le) 

i'loo witneaae11 
CCIIltractor 

(Buaineae Address) 
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H.M.Jr: 

Operator: 

H. M.Jr: 

\lo . H. 
McReynolda: 

H.M.Jr : 

MeR: 

H.M.Jr : 

MoR: 

II.M.Jr : 

MeR: 

II.M.Jr: 

MeR: 

H.M.Jr ' 

MeR: 

R.M.Jr: 

Moll: 

Hello. 

MoReynolde. 

Hello, Mao. 

Yea, air. 

How are 7ou? 

October 15, l94o 
5:011 p.ll. 

Firat rate, thank 70u. 

Mao, I '11 eend1ng 70u o•er b7 band a cop7 
ot at praae oonterenoe yeaterd&7. Ie that 
what 70u want? 

Yeah. I wanted it- Bill'• going to be back 
in the morning ••••• 

Well, ia he worried about it? 

Well, he waa a little oont uaed about it. I 
think it he bad or eeen what 70u eaid in your 
preae oonterenoe he wouldn't ha•e been, but 
it waa thia Vall Street Journal i te11 that he 
eaw up in New York and be called hie bo7a 
and I told them t o tell hill to keep h11 oh1rt 
on and I'd abow hill what 70u eaid when he 
got dotm here. 

Well, I did a l1 ttle cbaek1ng. 'l'be thing 
that ga•e tbe11 the l ead waa Colonel lnox 
announcing i t t wo week• ago. You aee? 

Yeah. Well, I told Bill Oollina, who called 
11e about it ••..• 

Who'• Bill Oolline? 

He'a Bill lnudeen'a eeoretary. 

Ob. 

212 

And I told b1m that tb1• wu eo11eth1ng that 
bad been working t or a long t111e and apparentl7 
t he Boea Juat wanted 1t to work a l ittle better. 
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s.M.Jr: 

)(()R: 

R.M.Jr: 

B.M.Jr: 

MoR: 

H.K.Jr: 

MeR: 

B.M.Jr: 

R.li.Jr: 

MeR: 

- 2 -

Yeah. for JOIII' 1nfol'llaUon, after the Wall 
1\rll\ Jolll'Dal. e\OI'J appMrld, I ten\ Oh10k 
lohwal'& aGI'OII \hi 1\r11\ \0 Ill 1\IYI larlJ. 
I ta1d, bow lhall I han4lt U at -r pr111 
oonterenoet lo he ea1d, co ahead and talk, 
10 l •...• 

Oh, ObY10U1lJ \hat Wll \hi OftlJ thin& to 4o. 

lo I ea1d three or tour t1111 thie wa1 purelJ 
1nfol'llal - JOU 1ll lie 1\. 

Yeah. I had no doubt ot What had happened 
and now, ot couree, I know 8111 wae perteotlJ 
haPPJ about 1 t. 

Well, tor JOUr - a&Jbl JOU know thil - I 
underetand troa Wateon that Leon Bendereon 
called up th11 1111111 to the Pree1dent, that 
~nudetn wae all excited and the Pree1dent had 
to ••• h1a pereonallJ· 

Well, that would be Leon' I war ot approach. 
!he Pree1dent1 1 &OiDI to talk- he 1 1 going to 
haYI the vaole Coaa1ttion up there at 2 
toaorrow. 

I 11e. Well, I'll tend it oYer bJ hand and 
after lnudeen hat teen it it JOU get aDJ 
reaction, let •• know. 

I thall • . 

Becauee bow anrbo4J could take anJ otten•• 
on that it berond ••· 
I can 1 t 1aa&1nt that hi would - I don ' t think 
\her•' • a 4aan thine to u. 

213 

low \hi other th1n& - eoaet1al toaorrow I'll 
&1YI JOU a call becau•• I want to set together 
w1\h JOU Juet on a pereonal bae1e beoauee 
lt1aeon il all upeet about eoae ot tbe th1n&• 
that r ou oeople are alk1n& hi• to do and be 
!hfnkl u'• elow1n& 4own produot1on. Beet 
Be 1 &1•101 •• a aeaoroandlla on 1t. 

I'• not eurpr1eed. One ot the th1n&• - eee, 
IUaeon and (nos art both so1n& to be preeent 
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R.M.JII'I 

MoR! 

R.M.Jr: 

MoR: 

H.M.Jr : 

Moll: 

B.M.Jr: 

MoR: 

B.M.Jr : 

Moll: 

H.M.Jr: 

- '-
wUb '" "-1 .. 1oa tlben •• taU to tho 
Pr .. 14nt ,_I'I'OW and 1 '111nk aoea ot ~·• 
~nc• Will probabl7 -• 1111• 

l 4oabt U. 

l 4on1 t lmow. 

But there ua ao•• Or4nanoe oontraota wblob 
tbo7'ra all raa4J to plaoe on a b14 kala and 
now U. c-lulon h aalllnc tbn to 4o 1t 
all o•or acaia - eoea~ar llka tbat . 

Wall, \hare were ••••• 

l •ean, tbat'e 111• a14e or the ato17. I 4on1 t 
lmow wbat JOur a14e ot 1t la bat ba baa aalle4 
•• 1dlathar I oouleln' t 4o ao•otll1na eo I aa14 
11 4 aea. l 4on't want to appe&ll' on lt 
partloalulJ 1t an7b04J OYer there now 1a 
upeet on~· ••.•• 

Wall, l 4on 1 t tblnk - I'• not W011'11'1e4 at all 
about- Bill lnudaen 41dn 1 t oall ••· It he 
11&4 ot been WOII'II'h4, be woul4 ban oalled ae. 
Be alWOJ• 4o ... 

I aee. 

Be •arelJ u4a 1nqll11'7 .•••• 

Wall, l 4on't blue 111• beoauae tbat Wall 
Street Journal ato17 - I don't bl .. e ~ tor 
aotunc ••••• 

Ooll1na aa14 tb&t the 1nqul1'7 be u4e waa 
1dlethar aD7 torul appolnt•enta ba4 oo.e oYer 
or aD7 tor.al 4ea1anat1on ba4 -• oYer rro. 
the Praa14an' 1n ooMeoUon wlth tb&t, an4 
Coll1na tol4 111• no. Be uke4 111• to oheok 
neb •• ao he'll talk to •e wan be aeu ln. 
You aae'B1ll baa been • ..,, be'll set ln 
to•orrow .amine an4 I'll Me b1• tlrat 
~IIC 1n the •orn1na. 

Wall, I'll tall JOU a little aeoret - White 
Boaaa aaorat - a tCablnet lnox apoke up an4 
aald, IIJ'. Prea14ent, how woul4 JOI& like 
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MoRt 

H.M.Jr: 

Mel\: 

H.lt.Jr : 

MeR: 

H.M.Jr: 

IteR: 

H.M.Jr: 

MeR: 

-. -
.• OI'Ien\bau, IUaeon an4 ae to pt top\bel' 
an4 4o tb1e. 8ee' 

Yeah. 

Me•er aentione4 lnu4een - an4 the Preei4ent 
lli4, tine. I went up to HJ41 Park alke4 
epeoiallJ to eee the Preei4ent an4 i eai4, 
414n 1 t JOU mean to inclu4e lnu4een' 

Ieah. 

Be lli4, 414n 1 t I 1a7 lnu4een. I lli4, no, 
JOU 414 not 1nolu4e lnu4een. Be 1114, well, 
ot oouree. I 1114, well, that'• wbat I 
thou&ht an4 I'•• 1nolu4e4 b1a. 8o I'• juet 
ehowlnc JOU I'• ae ueuel looklnc after the 
Preei4ent'• intereete, but oricinlllJ he 414 
not inclu4e b1a, but I i .. e4late1J went up to 
••• b1a an4 I eai4 I tb1nlt it' • an onralpt. 
Oh, hi 117e, eurelJ, eurelJ. 8o that'• juet 
t or JOU ~· the A4Atnletratl•e Aeeietant. 

Yee. Juet a White Houee eecret that etope 
here. 

1\ipt. 

PJ.cht-o. 

0. I. 

0. I. 'lhanlt JOU t or oall1DC· 
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GROUP liEITIJfG 

Present: lll' . Gl'&vea 
llr. Challber lai n 
llr. Thompson 
lll' . Calma 

Oo tober l6, 1940 
9:90 .... 

H.U. Jr: 

Gaston: 

H.L!. Jr: 

Cochran: 

H. II. Jr: 

Cochran: 

llr. Buokle7 
lll' . Bell 
Ur. Gaston 
llr. Cochran 
lll'. White 
lll' . Baas 
lll' . Sohllal'& 
J.lra not& 
Jll' . Peble 

Good aorning. 

Herbert? 

I haven't &ll)'thing thh morning. 

Merle? 

I just have a letter .from Archie, confirming 
a telephone conversation 7esterd&y. He is 
having d1fficult7 getting delive1'7 onmaohine 
tools for China because of this priority buai­
neu. Should I take that up with Phil or --

Second Auiat&nt Ifurae (indicating Buokle7) . 

Be aeema to think he would have to have some 
preaaure fr01:1 ua before he could get uything. 

This Hungarian na 1D 7"terd&7 on the pro­
poaition which he baa lnvolvjnga credit of 
per hapa one Jdllion dollars to llunga1'7, to 
the national bank, to pel'llli t the to keep up 
interest on their oblirtiona aue this count1'7. 
So the State Departmen eugg .. ted the7111igbt 
get the funda frOil the Federal Reaene BaDic 
in lew York or the etabili&ation fund or the 
Export-Import Bank. 
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B.ll.Jr: 

Cochran: 

B.J.I. Jr: 

Cochran: 

Sobnrs: 

H.Y. Jr: 

Schwar&: 

B.l!. Jr: 

Schwarz: 

B.l.I. Jr: 

B.l.!.Jr: 

Peble: 

B.U.Jr: 

Schwan: 

H.l.!. Jr: 

Schwarc: 

Baaa : 

- 2 -

Work 1 t out fll'lt, will JOU ploa11'l 

Yea, alr. 

Work 1t out. What elee'l 

That ia all. 

I would lllte to take adnntage ot an oprr­
tunlu to inapect the new air atat1on a 
Elizabeth C1t7 tOliiDrrow, it 7ou don't th1nlt 
70u are going to han teo 1111oh to aar at 
the preaa coiiterence. 

That 1a up to Kr. Gaston. It 1a all right 
w1 th ae. .1. ll ttle ride? 

He says so . I have got an invitation. 

Okay. 

I aa eager to eee it. 

Sure. 

(Kr. Peble entered the conterenoe) 

Hello, Peble. ibat happened to 7ou'i 

I got a call. 
I hope 70U were intel"TiswiDg a Countess. 

You will nnt to see Dorotht Thcapaon' a 
colllllll today. 

I r ead 1t. She upped me one and says they 
are turDing out seven. Bow about it, George? 

can w• .X• good? 

Well, the7 are turning out 1101"8 than P-40' a, 
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B.J,I.Jr: 

Pehle: 

B.ll.Jr: 

Chamberlain: 

R.ll.Jr: 

Cbemberlain: 

H.ll. Jr: 

- 8 -

fOU •••· I ••• ahl Hlcl ana P-40'•• 
Lat'• bopa ahl h right uc1 rou ara 
ftOIIIo 

Tb&t h all right. I woula rathlr be on 
the low aicle. She aaid it gan her a 
feeling of comfort. 

Peble'l 

Nothing thia aorning. 

Profeaaor Chaaberlain, you want to look into 
thia thing. While you are gone, Pehle h 
tranling around with Counteuea of Lux-­
bourg, and what-not. Thing• like that nenr 
happened when rou and I were working at it, 

No, indeed. Well, I will have a oonferanoe 
with h1JI after the meeting and aee what·haa 
been going on. It ae.. to me we might ex­
tend thia order a little. 

Bell aar• llqbe you will oome baok now. 

lo, I think it hal been too well -ged. 
I aa afraid to ooae baok and interfere with 
the •chineey. 

a I aeeing you gentl•en at 3:00'1 

Chamber lain: J.:rq tilu, 

H,ll,Jr: 3:00 h a good tilu. Whatever you gentlcen 
han at 3:00 o'olook. 

Chamberlains lll right, )lr, Seoretaey. 

Cairna: I han nothing. 

H.ll,Jr: Ho. h that bo&t'l Have fOU atill got it Gil 
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Calma: 

H.l.I.Jr: 

C&irna: 

H.U.Jr : 

Baaa: 

H,!.I.Jr : 

I!&& a: 

l!.ll.Jr: 

I! .ll.Jr: 

\'lhi te: 

R,J.!,Jr: 

-'-
the 'bulta of the Houston Rinr or wllatner 
it ia? ' 

I th1Dk i t will be there for a little while. 

Anythiug else? 

No. 

George? Did ~7 get 70u atr&igbtened out 
on your IIW1 up lJ1 Hew York? 

Yea. L&at Div.ht about fin I think, or a 
little after lin, Ouest cahed Undow and 
they worked on the fora and ao on. The7 sent 
the lll&terial up and then Gueat went up to 
New York last night to get it and he la due 
back thia evening aome time, and after the 
data 1a on, Lindow 1a going to help providing 
our faoilitiea for putting it together, and 
ao on • 

.b7thiug elae? 

Thet ia all. 

Here ia a re~eat of Secretary Jonea for 
aCDe further inforu. tion, llhioh we han been 
getting, more or leu, but now that the7 han 

f
ot a new Secretary, they want ua to get your 
o1'11181 okay. 

Ia that all right? 

That ia in connection with an examination 
of the foreign inveataenta hare. 

I was llllUlltd. I didn 1 t want to 11:/ ~bing. 
Jonea waa asking you to enawer purely atatia-
tioal ~eationa. 
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White: 

H,Y, Jr: 

White: 

H.J.!.Jr: 

Thi te: 

H.l!.Jr: 

Bell: 

White: 

H. ll.Jr: 

White: 

H,:L!,Jr: 

- 6 -

Be could get the &nlllfer in his own ahop 
euil;r, 

Tbe.t is what I thought , 

We sent him somethi~~g . 

Whet doea he do? Doea he come here and then 
just sit back and let us tell h1a about 
Chile? Ia that a pose, or doea he reallf 
not know? 

!lo, I don' t think he knew 1111oh about it, 
because the;y aaw him a flllf monthe back and 
I don't think the;y han seen hill since, but 
I auapect he knew 1111oh more than he indicated 
here, thoudl he didn't get it right fr0111 the 
Chileans, oeoauae he had just been through 
one and possibl;y two conferences with the 
State Department on the subject, 

He acts as though he never heard an;ything. 

I think he did, too . Be wanted to find 
out whet tho Treaaur;y hed to sa;r - Treas1117 
and State had to aay about it before he 
coaaanted, 

I don't know whether ;you still get these 
reports (re shipping sunk) or still want 
thlllll. 

Yea, I want to see that man with ;rou, Tell 
!lcKa;r. 

This man? 

Yes. Let's say at 10:30. One of the t.hi~~ga 
I used to get, that I enjo;redi out of Captain 
Puleeton was those London il uetrated weeklies. 
The;y used to have marvelous pictur es on the 
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V/hite: 

B.ll.Jr: 

Vlhi te: 

B.ll. Jr: 

lihih: 

B.ll.Jr: 

White: 

H.L!.Jr: 

lhl. te: 

B.W.Jr: 

\7hite: 

B.W.Jr: 

Buokle71 

• II • 

ftl'ioua Jlft ehipa, mel enPJthbc el... I 
don't get that AJl1 ~re. 

I will ban it oCIU iJL. 

Cm tba t be uruged? 

I aa I1U'e it OlD. 

I would like to "' that fellow. Suppoai.Dc r.u ocaeiJL &t 10:30. That isn't ao-bt.d, 
it? 

lo. I thought the pqer account. i.Ddicatecl 
it ... 'IIOI'Ie than that. 

lo, tber• waa aa.e atulf I uaed to get - I 
c1oJl 1 t lr::ncnr ao 414 1 t mel I thought I llight ft onr it w1 th hia. He •1 ban preparecl 

Y11. I will han h1lll here. 

What "lae'l 

ire TOU iJLtereatecl 1JL tha brief atat-t I 
amt onP to Jon11' olfioe'l Wlllkie'a atate­
IIIJlt 1JL AJl1 oaee reoeina JLO npport frca 
tu taota. 

lhat elae'l 

That la all. 

iaeietant to the iaeiatant Nurea? 

J.bout \}.1 I lr::ncnr thie IIIOI'Dillg 1e that 1t 
takee on tha aTerage twelTe i1nutea to regia~ 
ter. I timed it for two houra while I waa 
waitiJLg to regieter mraelt. 

Phil aakecl .. to r.iJLcl 7ou tba t n han • 
oa.plete .anltlODa pro.,.a. 
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B.l!.Jr: 

Buokle;r: 

Bell: 

Schnrz: 

Cochran: 

B.Jl.Jr: 

nob: 

Buckle;r: 

B.ll.Jr: 

Buckley: 

B.U.Jr: 

Buckle;r: 

H.li. Jr: 

Buckle;r: 

H.ll.Jr: 

) 

- 7 -

Bow -.DT people han •• UDder 36? 

Phil and I . 

And Folq. 

lle, too. 

I han two, Bnlte;r and Badle;r left 1D rq 
office. 

Waaan don ' t regiater, do the;r'l 

I 110ulcbl1t lmmr (facetioueQ') . 

We han thh cc.plete amitiona prograa 
for the B.P.C. now, 1D ca .. rou ahoUld want 
it. 

Yee, I do want it. I will get to ;rou thie 
JIIOI'Ding ICDI ti.Ju, 

I underetand frcm calling Kr. llead' a office 
that he ie euppoaed to be out of town for 
the reat of the 110nth and I read froa that 
that we won't get a production report on 
Conaolldated until the end of the aonth or 
earQ' 1D llOTaaber, and I wonder if ;rou want 
to let it go that far. 

Knox h cOiling - he ia haTiDg lunch with ae 
todq. Let'a wait until the bo;ra cc.e bae.k. 

J.ll right. 

It doeen't make an .-!111 lot of difference. 

That ia all I han. 

The thing that the;r were going to han ;ree­
terda;r'l When will I get that cc.paratin 
atat-t'l 
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Buckler: 

H.M. Jr: 

Buckley: 

H.l.!.Jr: 

GraTes: 

H.U.Jr: 

Graves: 

H.U. Jr: 

Graves: 

H.JJ, Jr: 

- 8 -

Purvh 1a working on it and he b nJ'7 
doubtful. Do rou mean the ccap&l"bon ot 
the different pureuih'l I han that now 
and it ia in a fol'lll which I thilllt ehould' 
be sillplified a little bit, We han it 
onlf on the pursuit ahipe . 

iek :your office to han it now, and I will 
take a look at it right after thie meeting. 

J.ll right. 

Harold? You are to let me know on the 
Sears-Roebuck fellow. 

l!r. lfaclda going to give me a ccaplete report 
on it . 

You haTen't got it :yet? 

No. 

I want to know what he is doing there. 

Yea. We will han it in two or three days. 
Jlaci: ill going out of town tomorrow and will 
be gone until ),(onda:y. 

You know, the interesting thing - one of 
the ma.n:y things that Herman Oliphant used 
to be interested in was if we could get an 
order to build 10, 000 houaee1 we really 
oould aave money and do a jol>, After seven 
and a half :years of the New Deal, the:y are 
now going to do it, and when I wu over at 
Procur•ent, I stopped in to aee Re:ynolde, 
and the:y are teJking in uru of ~,000 
bethtube at one ti.l:le and 60,000 racUator 
unite and that aort of thing. The:y atill 
h&Ten't got their house designed, though. 
He is going to bring it oTer and I am 
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Bell: 

B.ll.Jr: 

Gravea: 

H.U.Jr: 

Gravea: 

H.li.Jr: 

Graves: 

H.U.Jr: 

Grave a: 

Bell: 

Thompson: 

H.U.Jr: 

- 9 -

10~ to take a look at lt, md I tldDk 
Bil:WU 11 golng to do the 'burtDI:. It 
thq oan biJ11n teru of 60,000 lioua11 
at a tllut llqbe we ret.l.ll' oan bulld a 
low-ooat rlllllily houae, but 1 t hu talt&D 
all tbia ttae to get around to 1t. It 
11 interesting. It taltea aeven md a halt 
rear• mel a world ar to get around to lt. 

Ia Reynolda 11 oharge of the houllng'l 

.b near aa I can figure out, Prooureunt, 
Treasury Prooursent, 11 going to do the 
bu71ng for Public Woru. You dlcbt.'t f ind 
out wliether the --

Ther don't know ret. 

•••• whether the inq or Navy are goi ng to 
let ua do the buying for them in connection 
with housing, or whether they are going to 
do their own. 

So far au we know now, the onl7 thing the 
Publlo Worka are going to take over ill the 
U1q part of thet program. .b I aar, thet 
bill--

lnd the oidllan part. 

Tbat b right. 

lnfthlng elae'l 

Bothing IIOrl. 

I haven't a thing. 

I ban nothing. 

I read the atol"7 in todat' s Po at about a 
Treaaurr laWfer II&IUd Floyd Glandon Hall. 
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Thompson: 

H.J.!. Jr: 

Thamp a on : 

B.ll.Jr: 

Thocpson: 

B.Y.Jr: 

Thompson: 

B.J.r. Jr: 

Thocpaon: 

H.l[.Jr: 

Thampson: 

B.ll,Jr: 

Thompaon: 

H.ll. Jr: 

- 10 -

Be bn' t a hwrer, l.!r. Seoretaey. Be b 
an emerganc;r relief officer. 

The a torr aounda phon•r to me. The war I 
read the atoey, I think that the fellow 
reallr did talk. 

Oh, I think he did. 

Pro-Nasi, and then when ·he r.t into thla -
when the7 called in the ata • pollee, he 
pretandea he waa just joking. 

I &Ill checking into it. 

I want Secret SerYice to do a good t~~n~n 
that. 'l'he war I read the thing, I 
he started to talk end then these two 
truckmen jumped on him and than he said he 
was just kidding. 

Ria appointment expires Deemer 31st. 

That ie a long wa;r off. Where h he worldng'l 

Be 1a in the Bureau of !coounta. 

Be was ..Ug11ed, he 1a not a law;rer? 

Not in the Treas1U"7, at leaat . 

The war I read that atoey, I think the 
fellow - he baa got a nloe looking wife. 

If he 11 going to do acae kidding, he ought 
to be kidding about other things. 

Yea, he ought to be kidding about s01118th1ng 
elae. All right. 
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TREASURY DEPARTMENT 

DAftOo\ober 16, 191!o 

TO 

'"'"' 
Mr. llu . 

Subject! 

Beor~tary rgentbau 

Move o commodity pricee end living coote 

(l) The broad prioe movementa in 1939 and 194o 

At the outbreak of war in e&r1y Bepteaber 1939, coaaodity 
!)rices were etill in the deflationary trend tbat began in 1937, 
(ate C~rt l, up~r eection). Since i nduatry generally had been 
ooereting • lth rather low inventoriee, the w~r brought an un­
ueuallY heavy buJing aoveaent, which oarrie4 pricoa aharply 
blj!ber. The buying waa overdone, however , &nd price• again de­
clined under varioue depresaing intluenceo until August l94o, 
looing ne&rlY half of their previoue gein. 

The upturn in commodity prioeo in Bepteaber 1939 caused a 
reveraol of the declining trend in living coeto. (See Chart 1) . 
During July and August l94o, however, the trend hae been down­
wa~. int1uenoed by the weakening or gene~1 commodity prices 
earlier in the year. 

The net inoreaee in the Confernnoe Bo8rd cost ot living 
index be tween Auguet 1939 end Auguet l94o haa been very smell, 
only 1.~ per cent. The chief increaae, aa ahown in the rol­
lo•-ing table, hae been in food prioeal 

I tem 

"ood 
HouOing 
Clothing 
Fuel and light 
Sundriea 

Weight 

33 
20 
12 
5 

~ 

Index 
Au£Uit l94o 
(1923 = 100) 

19-9 
!6.9 
n.o 
S4.8 
H{ 

Percent 
chan.ge !roa 
Auaust 1939 

f 11-.2 
I o.7 
11.5 
I 1 . 0 

m 
The coat of living index for September is not yet avail­

able. Wholeaale oriceo tor foods, textilee and fuel in the 
week ended October 5, however, show but slight increaee o~er 
the Auguet average, as indioated by the following figures. 
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seorett.J'1 llorlelltbau - I! 

IlLII tlbolual.e pr1oe 1114uu (1926 • 100) 

u .. .&ape' 
Veu en4e4 
Ooto'ber5 

rood a 70.1 70.7 
Textllu 72.) 72.5 
Fuel 71.1 72.) 

2. More recent J!r1oe aoYeaenta 

IY1denoe ot a r1a1nc pr1oe trend bee appeared 1n pr1cee 
ot bae1o c-d1t1ee during the paet tev veelta, Vb1oh baa, aa 

yet, been reflected onlJ al1ghtly 111 the broader 1n4ezaa ot 
commodity pr1cee. (Bee Chart 1, lover eact1on.) 

The recent r1aa baa been aoat pronounced 111 pr1cee ot 
raw 1nduetr1al aater1ala, vhlch baYe been heaY11y bought 
dur1ng the paat aonth tor uae 1n the detanee 1nduatr1ee. 
(See Chart 2.) The relat1Ye etab1l1ty ct pr1cea ot baa1c 
tcodetUtfe oYer the paet f1Ye veelt• , on tba other band, ee .. • 
to 1nd1cate that no V14eapread or general 1ncreaee 1n deaand 

baa ret 4enlope4. 

). Pr1ce aonaenta ot 1n41Y14ual ooa.odltUa 

In the lover aeot1on ot Chart 2, epot pr1cea ot each ot 

the 24 baa1c comaod1t1ea 1n thi 8LS 1ndex are ooapared w1th 
rea~ct to the percentage 1ncreaee troa the Auguet low to the 

October 14 quotat1on. 

uong the 1n4uetr1al aater1all 1t w111 be noted that wool , 

h14ee, &1nc , e1llt, eteel acrap (4oaeat1o), and copper baYe all 
r1aen 1n the paat tev nelta aore than 11 per cent aboYe the1r 

Auguat leva. Aaong the too4atutte, wheat , ateera, tallow, and 

butter bAYe r1aen 10 per oent or aore. 
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R.M.Jr: 

Operator: 

H.M.Jr : 

1111. H. 
xcRe7nolde: 

B.M.Jr : 

MeR: 

H.M.Jr : 

MeR: 

B.M.Jr: 

MeR: 

B.M.Jr : 

MeR: 

B.M.Jr: 

MeR: 

B.M.Jr: 

MeR: 

Bello. 

lloRe7liOlde. 

Hello, Mao. 

Yee, dr. 

00\ober 16, 1~ 
10:5) a ••• 

I ba•e another oont1denUal letter froa 
Mr. llt1aeon on the uae thlnf I .,., talUnc 
to JOU about l aet nlsbt end n JOUr oapaoltJ 
ae Adal.DletraUn Auletant to the Prelident, 
Wben could J OU ba•e an oft- the-record aeetlnc 
w1 th U J'oleJ' 

Well, JOU eee, we're ln eeeelon here and we ' re 
not llkelJ to cet out before one, then we're 
due to eee the Preeldent at two. 

Bow about later thle afternoon? 

I oan eee h1• later thle afternoon. 

Be ' • e1tt1nc here wlth ••- want t o g1•• hla 
a r1nct 

Well, lleten, whJ don't I aake • date to 
ban lunoh w1tb &4. 

! odaJ' 
Yeah. Aa eoon ae I ' • ou t here I'll ooae up 
there to hie offloe . 

You'll ooae to hle oft1 oe. 

Yeah. 
Perfect, and I want t o keep ••1'7• •ei'J auoh 
1D the baok&J'OUDd on thU. 

Well I'll ooae up there Juet a• toon ae f 
oan iet aW&J fro• tbU auunl and then I 11 
ba•i to be o•er at the Vhlte ouee at two. 
we oan eat lunoh and talk. 

/ 
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H.M.Jr: 

Mol\: 

H.M. Jr: 

Mel\: 

H.M.Jr: 

Mel\: 

I! .M.Jr: 

Mol\f 

H. M.Jr : 

NoR: 

H.M.Jr: 

NoR: 

H.M.Jr: 

Mel\ : 

H.M.Jr: 

Mel\: 

H.M.Jr: 

Mol\: 

231 
- 2-

Woul4 rout 

An4 1t 14 ooul4 ananca to baYa llallclll1ola .. 
aaa\ la or aoaa\hlnc or tbat ltln4 we voal411't 
'be 41 nur'ba4. 

Wall, rou don't want aft7 plsa' ltnuoltlaa an4 
Muar. ltl'aut. 

No, I Juat .. nt a ohlolten Mn4wiob an4 a p1aoa 
or pia an4 a oup or oottee. 

Onlr one ohlolten aandwloh' 

Juat one. 

Do rou want lt toaeta4' 

lo. (Laupa). 

Want &ft7 lattuoa on 1t' 

No- tbat'a uniaportant. 

All rlght. We'll baYe 1t t or rou. Now tbat'• 
a oblolten Mn4wlob ••• •• 

An4 a piaoe of pie an4 a oup of oottee an4 
that'• all I want. 

All r1pt, llao. 

An4 I'll oo .. to hle ottioa Juat u quiolt 
•• I cat out of here. 

lo'bo4f ooul4 au tor aore, but again, I want 
to ltaap • .. , ln the bao~t&roun4. 

I aae. 
• Tbanlt JOU. 

0.1. Ooo4-'bJe. 

/ 
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B.M.Jr: 

Colonel 
Regnier: 

H.M.Jr: 

R: 

B.M.Jr: 

a: 

R.M.Jr: 

R: 

lollo. 

Oow'ber lfl, 1,-o 
II )0 P·•· 

loUo, Kr. Boorotai'J. 'rb.lo 1o Oolonol llophr 
opoalllq. 

Ob, po4. Colonel ROCDln, llr. ltuoon oont 
.. a oont14ontlal letter portalnlnc to 
oon\NoU thlo •ornlac, u4 lt 1011 woal4 
ot.pl7 teU 11.1• non llo oo••• baok troa u. 
111a1\o lloaoo Ulat llr. Folo:r, ., Ouoral 0oUDI11, 
bao tho unor to tbat letter - hollot 

J:oa, alr. 

All4 ooal4 11•• U to 11.1• 't'Ol''bell:r, an4 lt 
he'll oon4 tor Xr. Folo:r, llr. Folo:r bao tbo 
unor. 

Yeo, olr. thank :rou ••I'J a11oh, llr. Booretai'J, 
I'll Cl•o tbat lnto ... tlon to llr. ltlaeon. 

thank JOU. 
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l!.M.Jr : 

George 
Harr11on: 

l!.M.Jr: 

!!: 

l!.M.Jr: 

H: 

B:M.Jr : 

H: 

H.M.Jr: 

8: 

H.II.Jr: 

H: 

H.M.Jr: 

II: 

H.M.Jr: 

Hello. 

Hello, HenJ7. 

Bello, <norge? 

Yea, eir. How are yout 

Oot ober lb, 194o 
2: )6 p.a. 

I'• tine. I phone4 you t vioe laet week 
but I ooul4n ' t get you ••••• 

I hear4 about it only yeeterdaJ. I'•• been -
I vaa away up - aot ore4 up in New York State 
vhiob I'•• ne•er 4one an4 epent two or three' 
4aya with Oven Young an4 then oaae 4ovn here 
an4 vent to be4 with a ba4 ool4 an4 I ' •• Juet 
gotten up. 

I aeke4 where you were an4 they voul4n't tell 
ae. They aai4 you were on a bueineee trip. 

Well, they 4i4n't know where I vae . 

I aee. 

But here I aa nov an4 I thought it - I Juet 
got in about an hour ago an4 I thought it I 
- it you ware tree I 1 4 lite to ooae down an4 
aay hello t o you. 

How long are you going to be here, George? 

Well , I wae going 4own to the oountry - to the 
late th1e attarnoon eoaet1ae , but I'll be 1n 
acdn on 8atur4ay - I wae ooai ng 1n again. 

What 4o you cell the country? 

Dr1Te 4ovn to E4gert'e tara. It'e about 
t1tty a1lea 4own the 

Well I'•e got a k1n4 ot a bad afternoon. 
It y~u're ooaing in Fri4ay, I'4 auob rather 
4o 1t Fr1daJ. Are you ooa1ng 1n anyway Fr14ayt 
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B: 

H.M.Jr l 

8: 

R.M.Jr: 

8: 

R.M.Jr : 

y: 

B.N.Jr: 

8: 

H.M. Jr: 

B: 

R.M.Jr : 

B: 

B.N.Jr: 

• 

- 2 -

Well, I ba4 planned ._, 00.1 111 Fr14a:r. 

Iov ba4 not. 

I .. , I ba4, 

Well, ~~~~ 'tdiJ 4on' t n 4o 1 t Fr14a:r beoav11 
1t'• no~nc pre••1nc. !bere were a oouple 
or th1nc• ~t I nee4e4 JOur hel p on laet 
week but the:r ' r e oYer t he 4aa nov. 

Ob, I •••· Wlll1 ~t'• quUe all r1pt. 
I ftlltl4 to ohiO& WUb J OV beoavee I oalled 
~· ballk w11111 I sot to the a.""' lloar4 
a'bovt aa bDUJ' aso an4 tbe:r t ol4 ae J OU ba4 
been tPJ111C to reaob ••· 

IHh. Wall, I nee4e4 eo.e help. 

Well, I'• IOI'I'J I waen 't ua1lable. 

Ie 10: )0 a coo4 t1•e, or 11 o 'clock Fr14a;rt 

11 o 'olook Fr14&7 v111 be t1ne. 

I'll be 4el1&bt•4 t o eee J OU. 

All r1pt. I'll be there at 11 h14a;r . 

!bank :rou. 

F1ne. 

Ooo4- bJI. 
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JT 

Secretary ot Stat£, 

Wuhington. 

4341, Ootobcr 16, 8 p.m. 

OR4T 

BERI.lN 

Oatcd October 16, 1940 

Rco 1d 5:30p. m. 

'/JIJ . 
Ky ~. Ootobcr 14, 10 ~.m. 

FOR TREASURY I'ROii HEATH, 

The B~r rlin prESs ho.a e.nnounocd that the discount 

r nte ot the Onniah National Bnnk hno bern r•duord f r om 

4t to 4 pr rocnt . 

IIORRI8 

NPI. 

.. 

··. 
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TREASURY DEPARTMENT 
23? 

DATil Clno\er 16, 1~ 

leeretaJT llwcw''n 

lfr. Coaluaa STRICTLY CONFI O~ NTIAL 

o.. JColldaT, Ootew 111, llr. Liftoq hhplloao4 .. tr• "'" ""'" ~-· 
lo oa14 \hat Dr. :reto 11M aebt llta h lot • lat.ow \bat \he aa..nu 111alohr w 
'Noa hlkt ac villi til& 1\ato ~--• t.a MtiU'4 to tile po .. nuu7 ot ·~alalal 
oa ottiotol aro4U 1a tlola -'17 to M1p PnJ "7 ••tt.aa ta\arort ~- • 
o~ltou lieU 1a tllloo Valhl 1\aee. I aobl lfr. Lift- to lln..,. .... --
ruAa .... -·-· .. tllloo .... Depot-., loot ..... t .. tile !'r•ie7 1a .. ....., 
tt \llo :pHJM~atUu. I ._. ..... tu loo1ra11Utv et roootTtac llr . .. ,..., t111oo 

1!uac1al Jl:ri- h tllo l.epttoa, Won \lie tr._,. atpt l!.onu tllo •Uar 
otttotall7 wttll tile Pnpriu 111a1riar lltaoolt. 

llr, Ltftoq aet 1a tROll wttll tllloo Bupriaa l.epUoa, •toll \!loa O.Uo4 •• 

... u -tat..at tor llr, .. ,... •• -· tor 70nnq othnooa a\ 2t}O, Ioet­
t•hll7. the lllalner aloe tal•lllooao4 .. l!.reetl7 u4 1Jrrito4 .. to Jwvllen oa 
11=•14AJ3 wt\11 Dr. hi a, laid I _. ..... q r_.to. 

Wllaa llr. lra1'ao oallo4 oa •• 70nN'4q 1 11M art 70\ raoa1Yo4 t111oo praldool 
b-nh troa Uo ~t ot 1\ato. 'fa ll101looo4 tlla MUar 11rtofl7, I 

pr•ho4 to oallllr. lafta 1laak ,._to I.Jo4Ju.h ~- tvt11or totonaUoa 
•• bolro4 at proooat, w h lot llta lat.ow llow no !roa0UZ7 taU a'lord tlla propoaal. 

!111oo ftato DoporiMat tt.lo -. ,....1To4 70ahrd.q Ofta1ac, a. 1 -lo- tllloo 

•'bJoot to tlla louotal')' 1a tlolo •ratac'• 1\ot'f -...tac. u -. --- 1 ollnU 
Idle 1\ wp wttllllr, Jell tw prallaiaaz7 maq. 'fllllo talktac wttllllr. l'aob •• tloo 
hhpllaao \111o aoratac 1 oootttoa\lall7 u4 1otoraall7 aako4 wllnllor tlla :rotaral 
ltoHno leak wul4 orUaarU7 t.a _... ot nell a truoaoUoa. 11aoo tlla tlll'&ttoa 
h t 1ft 7oaro, llr, IMico-. ttl Uo optaloa Uat Wo w1114 aot lao aooopta\lo to tloo 
fo4aral, llo w1ll talk tllto OTW totora.llT wtU au or tw ot lito ooll-a, ""* 
wUl aot ooaallor tW tu !r......., lleo -.to - otttotol _....oil . 

.U 12100 - t~ 1 ~·"' tllloollilaprt.a tUo to 1114or ....... aiT Jell, 

114 prOTUo4 llta u4 11r. '1111\o wUll ooptoo \lloroot. "' optaloa vao til&\ wiiUo t111o 
lrouaoUoa MovJ.l lao oatiral7 ooto tor tlla "•llllhaUoa J'ul., ooaottortac \bat 
h .....U. \e ooltatoralhol h tloo mm ttl _. _ ... P•-• lo' JOl4 llal4 1a til& 

ft4ara1 ...... Ju1t at •• ton:, tba prtaotple t.a .. 1To4 to ralllar a .......... oao, 
"-* to, IIIIAU w allo\ltah \lie ftaliUlaattoa ,..,... to prowtto bltar ezeMPJO 

tn tloo -....n- o.tral J1uk te Pffl ""* to -1- .... Iooft 1..- - lo 
a.a...,t U to tru tllloot w ...U lao pnnt!.ac ......._ torotca • ' op, "* Uero 

lo ""a1&17 ao otaliUlaatloa ot tloo BlalprUa ..,..roaq 1aft1To4. J'vtlooraoro, 

hloJrwpll1c roporio troa ~· Mft 11141"""' to "" tllloot lllupl'tu ~ pel1q 
\- qtot tapenutl7 aeoorUac \o - preo_.. u w ar• oalaoUac a 

to *lola t1oo 1\aliUiaaUoa,..,... Jl1&ld 11,.. lollar no..,..., h oaa\lo tloo 

Regraded Uclassified
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-z-

• .,.~17 , . ... , on'-'- \0 • '11111tet IU&oo, .... ..Uit. .. "''-• ..wuet .. 
10 -17 oW UT h .. .,.,, W ~-I'-~ oolon a Wla .-n- 1 bj, 
ro\hOJ' \Ua - la tM ..._ -'it IIIII .,_ Ubl7 to 'N lawl.N la tllo P"•-t 
.,, !bot pr1MQa1 petM la ,_ fll .. ~ t11o -....n- ..-u .. -u '".u 
.. 1m84re& ......... p1l • --· 

.U 12120 tao. .......-sa lllalot• _, lt.lo aod-t , lit ...... tol.loot .ttlt. .. 
1r ,~....... I toU \lloa I 11M rOOIIlN tlt.o tUo of ~oro fr• t1t.o llopoN•t fll 
lloU IUI4 '"' wo reqail'o4 .. nppl-•1 hfo ... u• ll'oo '" -.....n- Loptl• 
•' pruet. !rbo lllaiotor wl-oore& tlt.at duo Dr, hlt at N or ~ hU 
rill bo vUlt. lt.lo f or 'aMh• • a.-. tlt.lt YlU pro..Uo • opponuUT for aa 
uolwiCO o1 Tl..,. , I tolA t1t.o lllalotor tllo\ I W 41-oo4 '" pro»• Yltlt. 
JCr. 11111 oat tbat w 11o1pe to u-•• u tvt~t.• •• !lair..., .,,_ or J'rUor. 
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... , 
!Ide •• -l .. t 

Mtq "'*· .._. Jlefte. ftb le , .. ~ ..... ,_ 

-
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- .... 
••• a 

t» lei 1\lo t» .._....,. ~ \110 l!t.r __ ,., aa4 -a-• 
a MPI' eta---" la tile.,.._~ 

1'&\e, a fiOPI' ~ a hlapu troa Ill-. 111obar4 ~ h 

Ill-• ..,_...,.., low ten. aa4aOfiPI'ota,........... 

~ ••locna •• 252 t&\o4 Oo\oM 12, 19'1o troa \110 

.t.aors.- LocaUoa at ,..,.n, rector4111C roooat -

oh1oao 'Marla& -qoa \110 ,.,..., ~ o...UUU oro41h 

... te_. •• 
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Oo\o• U, 1~, 

1'118 ._iaa 111aht ... ,an aa eoooa.at ot """"' Mcllai­
'b .... l.loc 1IPOD tho JllllMil\ ot iahr .. \ oa tho torotca 4e'bt ot 
lhiJI&:a.r7, 11o f..t_._ • 1a t.loo otl'lotoot of oooll'-o tlla\ 
hh oCIII&\1'7 -u 'bo prepu-N. to ooatta. lat .... n ,._..h oa 
ouh\&1141111 ~ 11oa4a, 'fre&1117 \lllo, &114 o\&114eUll 
oro.Uh cnahlaa41JII 1a t.loo 11111\N. 1\oho lt a 1-.a to tho 
Oo.oh Otfloo ot :r.r.sca Cre4J.h c-. .. \7 tho •uoal llaak 
ot lllla,ar7) oOIIld. 'bo - 1a t.lolo OCIII&t1'7 at a low la\oron 
roto -1'1 .. oao _..,, .,..U..-h (ap:l*'=-olT ~.ooo 
to $1,000,000), l1o \old. • flaotl>oor la tho n r lctoot ot 
ocotl'-oo -t t.loo lllapz1aa •uoal leak -.u 'HI wfllbc 
to JOlt ... 1014 - la low T•t ao lOOjl oollatorol t or thfo 
loaa. 

Ia ro- \o !do (UI'7 ao \o how \hlo lllpt 'bo &I'I'Oli&04 
I ldd. _, thoro ,..... """rol poool'blo altoraaUnoo 

(a) Arraac-at 'b7 tlla J'oUral llooorn l70tOD, 

(\) l7 tlla ~111'7 thi'OQCII tlla 1\o'blUaUoa J11aA, 

(o) !'ilroqh tlla ~rt-I-rt Jo.at, 

I IIIQOnod. that altoraau .... (a) &114 ('b) -a MOD to 
.. aoo\ appropriate \o lila .. .,.... ot tho opoi'OUoo, I JII'OIIlM4 
t o 1a.U~to to tlla ~1011'7 \lw ~-''• lat .... ot Ia thfo 
-\tor •4 t o ~ •t~~ar 1\ ao prepuoo4 to wort 1\ .. t 
wf\'b lila llilll,ar1aa lllaloWI' at t'bo oorlieot pooof\lo U.O, 

a .u-.. 4 tho •••Uoa ao to aot.loor 1t 'O'O'IIld. 'bo 
•••••111'7 w - too. tlla tact tllat ,.a oc1lotorol -• ,...n-. 
•lt~ooo~P pro-U•o ~· oa a otm.lor llaob .....U 'bo - \o 
ot.loor or..U\or ..auou ( lwft .... ~ \ho lotilorl&ll4o, _, .11'1\ala, 

oto, ) , lila •uoM!IIoalt ot J111a,ar7 bop .. \hot &DT otopo 1\ lllp\ 
toto \ o pron«e aol4 ocUatorol -a aot - a -u ... ot 
poobUo taow1e4p, !bot rODMU tor .UooroUoa a'bcnat t.loo pld. 
oolla\ .... 1 aro ...Uo14 &114 tartUr oloulf4eUoa ot obT t.loo 
I!Wipriaa •uoaa1 Jo.at wah u \o r..Sa oootl4oaUa1 will 
'bo o:o»lalaod. lator oa. 

/ 
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- 2 -

l natM U.t l -a an _, h pYo a WlaUo 
u.- OlffMat oa tiM tMnloa of colA oollawftl ._, lt , .. ,.,....u ......... ,........, ..... ,w.u ........ 
.. faaolli:Mw~..U.kao ---••1'7~• 
\U hUW•Uoa hU lllt.4 w apl•!e l\o -U- M 
- ,. .... \S.O a ao.,roao. l aloo oal4 \M\ oe fa •• ., ____ ...,.. _, ... bport-lli!Por\ _., -a _, 
GU~q ,...,..1 \U aomo of \1M oenri\7 of 
parUftla&o opHaUoao. 

!1M 111alo\er o-\d \M\ la \llo 1lclai of \M 
fao\ \U\ \o oan7 .. , \lllo -..o\loa *"""'\1M 
J'o6oftl ._ • .....U ~'17 t.olw Jlll)lla -lodce 
of \U oolla\enl, \llio .Ut oo• \ o bo a looo oetlotac\01'7 
alhnaUn froa \llolz pola\ of now, 

l pr.-lod \o lot \be lllaio\or bow ao oo• ao I 
•• la a pool\loa to do oo how Hot u ..,...oloao ..U \o 
OOI'rl ... f ......... 

!lie o etoaU• lldch tiM lllahter loft with ao 1o 
a t \&oM A. 

242 

Regraded Uclassified



(OCPT) 

C1lllca m ~ 1131 1/'!IJ lliL low York, Ootobor 10, 1S'40, 
lllll WO!:!II BI.T.&J 25 liiiOAlliii.I Jill IOU: 

J!&n oent :!'ollowiiiC cable 41rwct to 'lthl.to IID4 tb.:ou&t> Swiu Btb4otill Coa­
mi~t•• to ~l.boonl 

•In toAar• ... tl.ng Swl.oo Stando,ill Oomml.ttoo bavo ezpoood ol.tuatl.on ~ 
rollowll throe :rearo agree110nto or 1937 werw •Aa at paoli: of ~l7'' 1 rorwicn 
trade and toroicn excbango ol.tuatl.on and baaed on aoo~tl.on tbat a441t1ooal 
uporto will cont1n\a at leaot on - ltnl Alld :ro114 ouf:!'1c1ent n:cbange tor 
debt ~·""'".. l 

•Doopito ta1lurw of nalilaUon of tlwoo hoplo Bu.acar:r fl&ll:r ,.., Jwr o-... 
U~Uono dnr~ tbrM :roan 1114 tbol ktiooal Alo.nl< ba4 to oacr1t1 .. IU!IotanUal 
-=to ollt ot own torwicn aebolnp hold.1ngo Aaot inl4 t o ••t cnrrwnt rwquin­
•nto t>:!' countr:r and acquil'e4 out ol no...al t%p0rto. 1 

•Since llprl.nc 193S ozporto c;;ainot con"ortl.blo exchanp IYITO ahem otead;r 
bcline an4 e~ bot:1nnl.nc this :roar total uporto toll far bo;ron4 ezpoctatione 
u:~orh api.JIIt conTortl.blo excbolnp 1114 particularlr a441t1onal ezporte baTiDC 
bocoDO topoool.blo. • 

'Dilrl.nc next twelve aontlw no hope ot I.Jrpron•nt the lou ae thh ;raaro 
harv11t &nd ••t prod11Ct1on almoot cUoaetroue. • 

'A441tl.onal ozporto appear iapo;ol.blo for three rwaoono 

Second I 

'fhl.r41 

virtual l.lllj)OII1b111t:r of tradl.nj; with overoaae countrl.ao 1n con­
ooquonce of mutual 1>lockado 

laok of prodWitivt capacl.tJ 1n 1n4llltr:r and Jwav:r incroaoa of 
ho .. cono~tl.on 1n conoeqoance ot bl.c napl.tal outla)' procz& ... 
an4 ot rwattachaaut oince 193S of :!'onr al.lll.on inhlbl.tacto. 

I.Jrpcoa l.bl.ll.tr ot raw aatorl.al purobaooo.• 

•Foroicn .,..~ pcol.tl.on dntloptd parallel to :!'orel.cn trdt and hold-
inco now conoi.Aarablr aaallar than 1n 1937 with inheroDt tendencr of turt htr I 
4thrl.oraUon. 1 

1 1!ol41"4• 111.10h olllller til= value of ..,..,.1 rt.w •torl.al •11PPl:r•" 

un4 rtako roo»onoibl.ll.t;r :!'or continuin& •In thtll cl.rouaatancoo _.....ot e enol.on of trane:!'oro Yl.th 
debt oervl.ce ~4 mill\ ouggeot one year'• co~ltte ·~ 
:!'ollovl.nc exooptl.onol 

1FI.rotl rwlief loan o .. d by l!unpl')" to United &tat••·" 

•.a.aoonll or !.&in ot lot.n ancl. taall a..,unt of IIUiu&l pi)'MDt .• 

Regraded Uclassified



•seco~d: lat1onal DLDk1 o debt to Baak for Intorcatlooal 
S.ttle~nto ao4 Central Janko.• 

•:a.aoonl 10&11 ""' granted ill 1931 to re,a7 !lr1nto ~ 
lU>d oo .. uro1&1 debt.. Loan ""• reduced t h1o S1W:Ior bT 
YcluctRr¥ rop&;ymallt lllA4e out of oxch&n~o aoqu1rocl. bT opoc1al 
oaorificeo of l!at1on&l llank and. Govorna:ollt. l!oot oonaol14atod 
for olcht and a half yoaro. .By thh trauacHoo Untional 
Balik r epined f roecl.om of actioll hr.;.~:pored before by ow Ull­

oottled debt . • 

244 

' ""'ird: p&)'l:>tnto to count rieo rlth foreJ.&n exche~ reatr1cUou he'Vin& 
,t,...,.d;v pa""ont ac;reeMnto vitb. i!Uilgt.ey fo~ eet tl .. ont b7 olo&ri.Jlc of fU..,cial 
ltbtl .• 

1 3eJ.::& cl.u1ro\UI to opell pooo1bU1ty of po.r.anh OTen durin& 80rotor1u 
?r~oso to opec f ollovioc tvo pooa1b111~1e• 

'li'ourth: &o and vlwre Rw><;aey vill be ablt aotllAll¥ t o trade rlth cre<iUor 
eountrloo and obtain vithc11t proJwi1ce to tr~tual trocl.inc lntoroot act~l l""l>luo 
•! or;>rto '" vo\1lcl. be p re,nrecl. to apply appropriate ~rt of our ourpluo 1>1 

to ::,>&.YDnt of itlteraot to thet co11ntr/1 • 

11:i'itth : we wllld alae bo p repared to continue 1ntertlt aorvico ac \l.llcl.or 
oxlst11lg a&r .. IOOilta to C011ntr1oo whiCh 110\l.ld. be pr~rtd tO lend &t lOll 1ntoreot 
ror !ive ytAra ann\11ll amoWlt ot 1nt oroat aerv1oe . 11 

"lAtter prcpo .. l oqulvalont to fUild11J4 operation \lith bonefit of not 
af1ect1o& direct rolttion botvoe~ creditor and debtor.• 

0:lur1o~: :AOrat or1'' "' pt .n,."'Oe equivaleot o! lnteroot w\1lcl. bo payable b7 
!e~tora to Caab Ct!iee Jf r ore1sn Cre41~a vhich v1ll e.ploy a.ount• so received 
if &ot t~oferred throuch o1thor of ~bove=entionod pooo1b111t 1oo 1n 'bu7tn& oue 
i'Rn !f'Maury Billt aaturiD& at end ot ~oratcriu:a. • 

1 Eo}MI you will appreciate our extreuelT 41!fic\l.lt a1taa~ 1on cr•Ud b7 
ennt1 out alt. our r .. cb. • 

>a~c~nrcl. ~edt Road of Hun«&~ien Stand&till Dolo~t 1oc.• 

rou roco1Tod or will reco1TO opec1al 1Aotruct1ono. 

IO;r &4-drooo Hotel Bau.r Au Lo.c Zulch. 

Xind.eot reprde 

IUcb.&rd ~<it 

(CopT) 
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,_, .-..t.- l.epUoa, ....... , , 

D.&!l1 Ooto-.r 12, 19llo, 6 p.a. 

10.1 252. 

ftlllm.l' CODIDIJ'l'IJJ., 

.. t... "' 0111' 235 ot Oo toller 2. 1911(). 5 p ••• 

245 

I haft - lotorwt 117 U.O •uoool Jaall: of ._.., 

Ul.ot \he ohort.oce ot troo t.rt- Call0o4 117 a "rloao 4ooreaoo 

ot •JPOrh ltu 1'1114ero4 tho Ooft.-llt of~ llll&'blo to 

~\0 who 1o at 1111'1clt at the pl'l .. ll\ UM, beo propooo4 to 

4lt •• oro41toro (eo ol" ropro-t 111>1\14 Stotoo crotltorol 

a Oil._,.... IIOI'atori ... Oil all truolero wHit the ozcopUoa ot 

!'qMilh oil u.o .. ..,. of the llucar1a~~ lloUollll Jaall: 
to OlllVal 'II- ""' to the Julc for Iato1'11&Uoll01 
lottle8aato; · 

!'~to oa \he Ua1 W Ito too roUef loaa; 

!'~to to •Uolle ltoYia& forelp ·~ 
roovloUoll8 whloll alroe4T be.,. pqlllll\ -cr-
-\o w1 tit llaciPT to -- ""l.H 117 ol101'111C 
of tl.Maelol .. '11\o ; 

!'qMil\o to a oro41tor aoUoa wltlt wltlclt u ~ / 
'be poooi'b1o to ottoo\ oa ooftal oxport oorpllla; 

Ia\oroot ""101 to o"""trioo whlclt oro proparo4 
to 1111111 tho _, of la\oreot "rwloo at o low 

llltoreot tor tl•• ,.. ..... 

Dotallo of tltlo propoool haw '111111 oablot liT Cllwl't to 

Ol'baoa 8114 to \he llaprlaa ICllllo\or to the 111>1 tot Statu. 

lto-•to 

Regraded Uclassified



.... 
fta-\e - hiP- _.. tM\ h1 1 wn1l M all:.. 

"' -''- -"hh pepn\e brillt .._ ,_. lt .. 

1Jid w ltawe or .-. .. -vl•• IOilloll uoe la\eneW 

wcna.14 1M& ........,. .., • .tlllea lollare. 

IIOI!O<WJ 
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TREASURY DEPARTMENT 
24? 

11r • .._ et tlllt JMeftl Je.- liMk et In t ea pw u t111t r.u.wsac ta- / 

fo,_u .. rop-uac tlllt -\1- Ut\tl • tlllt M\MW .... _, 1a 1\tllaa 

-'" -.utalM& M \lilt AMe laU~ ..._ 

Regraded Uclassified



Ool. 16 $ 55,000 - C~1a1e 
Uallaao, Jley York 

30,000 I I 

15,000 I • 

31.000 • • 

100,000 CH4ih h&ll&o, 
'lew York 

100,000 • • 

-l Delllted. Acc011a\ De111h4 

OH41lo 1\&li.Mo, $750,000 
'lew Tori< (O.clt 4rwa 
oa 'laU.-1 C1t7 :BIIU:, 
'lew York) 

OH41lo 1\al.iao, 85,000 I • 
'lew York(~ u.a 
oa a..r&Dl7 ~Co., 
Jew Tozt:) 

Oro4Uo U&li.Mo, 100,000 Jeaoa 0_....1&1• 
'lew York (O.clt 4ra1m Il&liao, 'In Tori< 
oa Irrtac frail Co., 
'In Tozt:) 

OH4ilo Il&liuo, 100,000 
Jew Tori< 
(111-lleeou - > 
OH41\o 1\&ll&o, 
'In York (c- 4ra1m 
117 , •• , ' flag) 

OH41lo I\&lleo 75,000 
Jew tozt: (O.clt .u-
117 J&oa C~lalo 
It&l1Nlo, Jew Tozt:) 

I • 

• • 

Jail: of Japloo f.ut 
0~, 'In York f.r 
_,ot..,lol~ 

- 41 1\al.ia 411 
11o 41 la l'la\a, 
hnol 1.11'11, 'T 01'411' 
of CN4lh 1\al.iuo, 
IIlla 

CM*'-oaOIIaH 
Jat.S.al :a.ll: h U.. 
or41r ot OH4ih 
I\&liuo, J.., To$ 

eMit< ._ oa GUN 
'laU~JMit\o "­
or4or ot lla\1.-1 01'F 
liiU: ot 'lew Tori< tar - ,., ..... 
c-rolalo I\&11ao, 
'lwtoa 

eMit<._ ..... 
CllaH 'laUoaal laal<, 
'In Tozt: h \u 11'411' 
of hi .. Jail: Oorp., 
'In York 

Regraded Uclassified



INTD GFFW:C C CII811M11CA.'I'IOM 

... ,.,..., .......... 
Jlr,Ooollna 

PIIOII 

249 

llr· 1101- ~--- ... , .... , .. , , ....... ftl. ............ noel'N4 • .au. 

rr- U.. liMit et ...._ •-be \lui\ • Ooh\er lJ, \M ,.._ftl. *01114 noetw 

rr-•• hUnk IMl-.18 ,.r 1 o.at. o.. l'le\ere, a... *'·ro.n tw..,. 

-•oflMIMitefl or~~~ 

Regraded Uclassified



250 
TREASURY DEPARTMENT 

11r. 11ar.. ot •• JMem .... "" :IIMk et lew rea _... u •• tou..t.c 
1t.toraUoa ~ ,_.1_ la •• _, et •• at•••- et ••v.I.I.L 
odll\a1M4 wi\ll •• 0MM laUOMl.INit. ,-

Pl'l.Ulplll ......,.. la ~ -• dloriac •• priM Ofto'Mr 10 te oa..-.. 1.6, 
wlUlft, _. .. tou.na 

Rl1! _,., OnAU!I le!l!'!"" .... De'"" bl4" 
• 75.000 AftOl'l !ft4lac Oo. tsoo,ooo 0-1'01111 1oM.... ot 

omu.a..u• 
2J5,000 ,,,, ... ~ 55.000 I I I 

6) ,000 lan&alleMa, 
Inc-

l15,000 lnt.ac !Pan Oo. tor __ , et 
~llllUol.-, ,.... 

1!100,000 MHrCftMIIicOo. 

6),000 0 rollll Joo'MI' ot 
Oro4U .UO-' 

5),000 Llalhf.Oo. t-~ ............ _ ....... 
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INTER..OI'l"'CE COMMUNICATlON 

DATa Oct ob"r 16, 1940 

TO Seoret~rT M genthau 

Mr. Haas • 

What ould Be Done Nov About Inflation? 

.oo .. 

Subject : 

I. The Problem aa a Whole 

The problem ot inflation i e ot great concern to the 
Treasury. TreaeurT fiaoal policT baa been the major con­
tributing factor to meat war-time inflations, and is almost 
certain t o be blamed i n anT event, even if innocent. An 

i nflation, furthermore, reacts on t he Treasury by increasing 
the level ot mone t &rT expenditure neceeaary t o achieve anT 
given oh7sical objective. This, in turn, complicates the 
fiscal problem and so 1e likelT to result in further inflation. 
It i s advisable, therefore, that the Treasury should watch 
careful}T all inoip1ent movements likely to lead to inflation, 
even when such movements eeem i n themeelves to lie outside the 
ordinary domain of fiecal pelleT. 

An inflation oan coeur only when the amount ot purchae­
i ng cover offered in the market during a given period of time 
exceeds the aupolT of goods and servioea available during the 
same time,valued at the previously prevailing prioe level . 
Under such oircuaatances, the price level naturallT rises to 
a sufficient extent t o equate the available purcbae1ng power 
with the available supply of goode and services. 

The problem of controlling an inflation, therefore, may 
be attacked ei ther on the monet ary tront by restricting the 
auonlT of ourchas1ng power, or on the oh7si oal front by 1n­
creaeing the volume ot production. In each case the t aotor 
or tiOlng i s verT 1m~rtant -- t or scae steps, it taken 
prematurely, are merely repressive i n t heir effe cts, while 
others must be taken well i n advance ot the actual event to 
be effective when t he danger arises. 

The purchasing power offered on the market duri ng any 
period comes from t wo eourcea: (1) new purchasing power 
created during the period, and (2) purchasing power carr ied 
over from previous oerioda principallT 1n the torm of bank 
deposits. The ava1iable e~pplT ot goode and service• may be 
oorrespondinglT broken down i nto two parts: (l) those 
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produced during the current period, and (2) etooka carried 
oYer from preceding perloda. The oarrr-o•er 1 took of goode 
11 not likelr t o be ae lm~rtant , howeYer, ae t he oarrr-oYer 
of purohaalng power. 

II. The Monetary Bide 

Under exiating conditione, t he problem• of controlling 
inflation presented on t he monetarr aide-- i . e., the problema 
of reetriot1ng purchasing power -- are leu urgent than those 
presented on the phfeical side-- i.e . , the problema of 
1noreaeing produot~on. 

The problema on the aonet ary e1de conelet eaaentiallr 
of (1) reetriotlng the nev purchasing power created 1n aor 
period through current incomes to an aaount autticlent on11 
to purcbaae at the preY1oue1J prevai ling pri ce level the 
supply or goode and aer.ices pr oduced during the period, and 
(2) i mmobil izing the carried-over purohaalng power eo that 
it cannot be ueed to bi d up the prlcee of either newly created 
or previously existing goods. 

252 

The problem or restricting current incomes to the currant 
euppl f or goode and esrYioes presents apecia l complications 
under war-time conditione when a large proportion of t he total 
ava.1lable eupplr of euch goods and eer.icee 11 sUitable for 
the war effort onl7, and not for civilian needa. This problem 
ie one wi t h reepect to vhloh no action can or lhould be t aken, 
however, until t he need for it actuallf ariaea. We can diacuae 
it and plan t or it now, but there ie nothlng t o be done about 
it unti l an exceea ot current purchasing power oYer-rbi current 
eupplf or goode and services aotuallr arlee• or l a on t he verge 
of &rUing. 

On t he other portion or t he aonet arr !root that or 
controlling carry-oYer purchasing power -- t here are a number 
ot preoautlonarr ateps wh1ch aay be t aken nov, t he principal 
ot Vhlob are to place our monetary leglalatlon 1n order and 
to bold in check as tar ae poaeible anr unnaceeaary rise in 
bank depoaite. The princi pal contribution that t he Treasurr 
can make t o auoh an ef1'ort wlthln the frftlllewor k or existing 
legislation, is to eo pl an its financing ae to cause as little 
increase i n bank deposits as poesible. 
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When, and it, t he problem or inflation beaomes imminent 
hO>•ever, it i s J:>r obabl e that some direot ateoa will be needed 
t o control aorry-over purchasing power, irrespective of t he 
level or ba nk deposits then existing . Such contr ol would be 
much eas1or than might appear at f irs t ei ght , because ot t he 
l imited number of purposes for which suoh purchasing power 
ie likely t o be expended. 

Previously accumulated purchasing oower is unlikely to 
~e ex~ended tor t he ordinary costs or llvi ng. The ouroosee 
#or tlh1Ch such ourchnsing power 1e likely tO be exnended are 
?r • ct 1cnlly confined to the two categories of capital goods 
Md of durable conslllllers' goods. As tar as capital goods are 
c~ncerned , t he utili%ation or carry-over ourchesing power may 
be fa irly etteotivelv controlled by direct r estrictions on 
c~ itsl ex~enditures tor ~urooses not eaaential to the war 
ef!~rt. The durable consumers• goode tor which carry- over 
.,urcb~sinv. oot:er is likely t o be expended aro oretty t:ell 
llmi tej to houses, household goods , and automobiles. Ex­
~endituree tor t hese nurposes ca n also or obably be fairly 
ef fectivel y limited by controls on mort ~age money and on 
consu~ er credit, by excise taxes, end -- when necessary --
oy rationing . A striking examole or oontrol by means of an 
exclee tBX is t he new Canadi a n true on aut omobiles which is 
l evied a t t he or ohibitory r e.te "of 30 oer cent on that portion 
ot t he orice or any pleasure aut omobile in excess of ~1 , 200 . 

III. The Physioal Side 
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The pr oblems on the physical aide are more ur~ent. 
Short ages are beginning to a~pear 1n t he oopacities t or 
?roduoin~ certa i n bPsic materials essential f or the defense 
~ro cram , and oricee tor a nUDber of such materials have al­
r -edy shown subst antial advances. The 1moortance o~ orevent­
i~F or i oe i ncrea ses among individual ccmooditiee ari ses not 
el on- trom the t act that such increases may ser ve ae the tlrst 
r t e ~ ot an inflation soiral, but also because of their influ­
ence ln s timula ting soeculative buying among these and other 
conlo~lties. An etteetive cont~ol or inflation , of course, 
c~ n onl y be achieved by i ncreasi:t<r supolles , not by merely 
at t aoklnr the or ioe syroot oms . 

Regraded Uclassified



SecretarY Uorgenthau - ~ 

The following basic defense materiel& are illustrati ve 
ot oapaoitY shortages which are beginning to appear. Others, 
nerhene even more critical in their rela tionship to the de­
renee program, can doubtless be round. It ia oovioue that 
the industries concerned will b~ reluctant to make the nee­
eseory plant expansion on their own initiative. If a care­
ful obJective analysis indic~tes that shortages of caoaoity 
exist, a nd if the industri es concerned will not undertake 
to i ncrease their capacity, it will be essential t ha t olant 
expansion be started soon by Governmen t action. -

(a) Steel 

Some s tra in on e teel ingo t capaci t y is already being 
felt, al though t he bulk of t he steel orders ror defense ma­
terl~la hea not ye t reached the steel mille. The ateel in­
dustry ia now operating at a h16her percentage of total in­
t ot capacity than it was at the end of 1915 , •hen priee in­
flati on in s teel products began. The i mno rtanee of insuring 
en ede~uate supoly of steel is heightened by the increasing 
dependence of the Canadian armament indus try on pig iron and 
su~l fro m thie country, since t he' Canadi a n eteel output is 
neer the limit or capacity. 
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The ap~arent str a in on steel ingot capacity has been 
ecocmpanied by a strain on pig i ron oeoacity (which is now 
but s l ightly larger than the capaci ty during the Wo rld War 
neri cd) . Bl ast furnaces i n Aueust operated at a higher per­
centage of total cepaoity t~An the average rate in 1916, which 
rs the h l gheet ennuel rate or t he Worl d War period. 

The output of blast furnaces dur ing the coming winter 
~Y be l i mited by a shortege of iron ore. At the middle of 
Sentember, the entire Great Lakes ore fl ee t ot 296 vessels 
~·• i n operation. It ore muet be carried by rail while the 
lAkes are closed, it will increase the coots of producing 
et~el , e nd t end t o i ncrease steel prices or to decrease pro­
duction. 

To insure against any poss i bility ot a ehor tage ct steel 
to r th~ armament industries of t bis country and Canada , which 
might also lead to en inflationary trend ot prices fo r steel 
end its many product s, it seems essent ial tha t a rigid scru­
tiny be made of all possi ble bottle necks in the steel indus­
try , t roro or e trt>nsporta tlon. pig i ron P-nd steel in&ot capa­
city, to finishing capacity. The length of t i me required to 
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build na~ production taoilit i ee -- varioualy eatimated a t 
6 to 1$ months - - emphasi~ea the need of earlJ action. 

It i s under s tandable that t4e steel oo~aniea should 
be reluctant to increase oapaoity it an increase can be 
evoided, since it would add to present ooete • nd would 
lean them with expensive eurplus plants when the e .. rgeno7 
ie over. Neverthele6e, the fact rema1ne t het eteel ingot 
~reduction ia already almoet at tull ca~aoity, although most 
of the defense orders tor steel are yet t o be placed. The 
s t eel problem is eo 1mnortant in the determination or basic 
policies tor defense and tor price contr6l that it requires 
on unusuallY careful determination of all capacity l imite­
tiona. 

(b) ~ 

During the Wor ld Wa r period, ~1no waa one of the t1ret 
bas i c COm3od1ties to retleot a shortage ot product i on capa­
citY, Pnd zinc pri ces soared to extr eme hei~ta early in 
the war. Today the same tendency i s under way. Zinc is the 
onl y one of the principal non-ferrous me t als to have already 
practicallY reached ite 1937 price peek. The bottleneck ie 
in smelt ing facilit ies, which a re no~ baing operated close 
to the ~resent limit of capacity. Some i dle capaci t y exists, 
wh ich will require time to put into operation. Suppl i es ot 
ore are ample, the potential output being tar in excess of 
ave i l able smelt ing oapaoity. 

A situation in •hiGh pri ces can reach the epeculative 
pealte ot 1937 under the moderate st11tUlue whlch the erme.­
ment program to date baa given them, baa potentia~l7 serious 
inflat i onary possibilit iee. A careful anal7eia ahould be 
made ot ~ino ceoacitY l imitations, to determine wh•ther 
Government act i on may be necessary to increase smelting ca ­
pacity, in order to foreetall further price inflation and to 
assure an adequate aupply of z1no and braae for the defense 
program. The ~inc producers, in all probability, will not 
go to t he exoense ot grea tlY expanding domestic capacity, 
a1noe the ava1~able world capacity after the war will again 
include the large ame~ter• i n Bel gium and other countries 
now in German hands. 

255 

Regraded Uclassified



0 256 

Secretary Morgentbau - 6 

(o) Copoer 

\Vh1le our mining capacity appears adequate, some tight­
ness may develop in copper refining capacity under t he combined 
demnnds of t he United States and British ar~ament programs 
par ticularly s ince a substantial part of our capacity ie b~ing 
used for the refining of forei gn copper in bond. During three 
months of this year, the r efi ning industry hae operated within 
13 per cent of t he estimated total capacity, which may bo close 
t o t he practi cal limit . Capacity estimates in any i ndustry are 
often not reliable, since t hey may tail to make full allowance 
for various f actors which retard producti on, euoh as shutdowns 
for repaira. Domestic copper coneumptlon in August reached 
t he hi ghest monthly volume since at leaat early 1939, when 
estimatee were first compi led. 

While t he need t or acti on in erpe.nding copper refini.ng 
cnoaoity may be sli ghtly less urgent than in the case of steel 
and zinc, an analysis or present capacity in relat ion to prob­
able needs seems advisable. It is poeeible that soma shortage 
exists i n smelting capaci t y, although data t or this section of 
the indus t r y are i nadequate. It may be noted that the out put 
of r efined oopoer was not sufficient to prevent a rise of near­
ly SO per cent in copper pricee in leas than 12 months during 
1936 and early 1937. 

In the case or copper, additional met hods of price con­
trol are available t hrough {1) reduction of the 4-cent i mport 
dut y; and {2) restrict i ons on the exports of refined copper. 

{d) ~ 

In lead, a different situation exiete, in •:h1oh the treat­
ctent or eymotoms r a t her t han an elCJ)rulsi on ot oaoacity seel!ls 
called tor. While t he estilll8ted refini ng capacity f or lead is 
conei derably in excess or recent peak out out reached in 1937 
and 1939 , refining activity in recent months has not been 1 
stepoed up raoi dly enough t o or event a reduction in refiners 
atooka to t he. lowest l evel since April 1930, equivalent t o 
lese than a month's supply at the current rate or shipments . 

No action seems necessary to increase refining capacity, 
but in view or t he close contr ol over refined lead outout 
held by the American Smelting and Refining Company, other 
action may be necessary to insure an adequate supply or 
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refined lead for the defense prograa, and to a•o1d pr1oe 
1noreaee1. Tbe output 1n 1936 and 1937, 1t a&J be noted, 
vas not 1noreaeed rap1dlJ enougb to pre•ent a 75 per oent 
r1se 1n pr1oee. In the present a1tuat1on, a large yoluae 
of p1g and bar lead held 1n bond, wh1oh vould beoome aYa11-
able 1t the 2 1/S oent tar1tt were remo•ed, tende aomewhat 
to put a pr1oe oe111ng oYer the doaeet1o market. 
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In the pollUoal. tlold there h ••1'7 little to report, Tblqo oa 
t he whole are Cllllet, ed \be ao,...,_., h repor\lq thet -.1.1 'lla4o 
ot rebel• all onr tho OOIIIlti'J oro oltbar 1t...lna tb_.el.,oo .. to \be 
a1l1tal'7 outborl\lea or oro balDS llqu14oh4 o\llonrho, Yo17 llUlo 
bll been aa14 bore about tho oloot.loa ooati'O"'OJ'OT• •• tho ~&Dina. 
ben kept quiet. o.a. A'r11o c-011o -\lnuoa 1a tllh olt.r •• boo 
reoentl7 lll04o • no-edotl oo to blo trloodo ln Senate to so o llttlo 
elow on IIOW 1011olot1CIIlt 111 wllloh llo ••r lie r otorrlllgto ao:ao ot tho 
pro jeote ot loW8 wbl ob GOD, Car40Doo bee ooot t o Coqrooo to be opproYo4 
before he l e•••• ottloe . /" 

Dr. Cootlllo ••Joro, lllu:loe .tllbenotor to 1iaob1Aiton, arr1Yo4 111 
llnioo about tile -• tlae. ' Pro•U•• Oorionoo sot book tr<D blo trip, 
and there beYe be Oil oontoreoooo bet qe tile Proeldoot, Coot.1Uo ••Jere , 
Llo. SUarez ot t ho TroOIUI'J ])oportaODt, ed IDe· S.earoetro ot ZooaoaJ.e, 
Wbat wee 41eouooo4 at. tllooo oontore;ooo, no ODe koowe, bllt t hor o lo a 
good deal ot epaoulatlOD •• to pooolblo oredi to wblob llloxioo alsbt obto1D 
t rom t be Ooitod B•at.oo, and ln ~•11 into~ot o1roleo tbooo apeoulotlono 
ban IO<lothlns to do w1 til tho atrength abo• hf t h o llloxloan Poao, wlllob 

bt.an praot1ooU:r ohtloaar;r at 4.811 durlN t be b at week, Tho Banoo 
lllorloo h 111&7111& and ooll lna at t blo fillll'O· I t lloxloo will obto1D 

r.~~:~:~;u eaalotanoo t:r. t ho 0 .8.A. , tlloo t bo Peoo rlll atreosthoo 
~ and a tlpro trequoatlT a.ent1011od noantly 1• that ot 4 . 110. 

haYe oold on pre'rlouo oooeo1ooa, we do not UDderotand bow it baa 
poaalblo to hold t he Polo Where thor lleYO it. 

J. tlrat otep t owardo belplna tho allllDs 1n411etry waa taken b7 tbo 
aury Departaoot, • llon th•T ebollabed tile otoro t ax on load, to 

ooo,~ne ettootin Oil t h o 210\ ot tbla -tb. Altholl8b t hla 1o a oca­
Yel;r caall item, lt 1• n oYertheleoa an 1n41oat1on ' bat Lto. 
loteodo t o aake good ooae at bia prooahoo, wbi ob in rogo.rd t o 

tax oxtoad to a oubotanti al ro4~otion ot oaae on some other 
I.D'D.I.IlOl.lll Oole! dd Zlno. We know tros a roUeblo ao\lroo t hat 

·••· ouar••z 1o t1o41A& a lot at oppooi tloo to 1111 plllllo, llliOII&It hie 
a tn 1n tbo !'rooour:r ])opal'tllont, who or e llllw1111ng to gho up 

lie l.mportet lt_. at roYODuo. Bitt wo ere at ill bopetul t bet _ ... 
lag aoro will be obtatnod beoldel tbo load tax. 

The etrt&e at Roolto oterted on Tburldoy l a at, and ootblng ba a 
aocompl1oho4 oo tar t o oett1e lt. Aoonr41D8 to our 1aror.aot1on, 
aidee are 4oteralaed to otend pat. AD eleotrici ao otriko ot 

loa1;er1rey 1o oobo4ule4 tor tOililht • 

The reorg0Diaat1oal at all end r oll war• don't aoa t o hno :aado 
beadwaT, ud t he Proo14oot 11 ati ll 41aauu1ns w1 tb tbe Ualooo. 
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to S.orot...,. Norpatllc 

STRICTLY CONFIOE.NTI AL 
Mr. n•• rahocl vUh •• on No114.q tho quooUoa ot olltallliiiC oor\aia 4ota1locl 

lotoru.Uon troa low Torlt bulto. I hl4 Ilia that I protorr04 llOt to raioo thio 
quoUon with tho Jocloral llooono llak ot low Torlt, thrOQ&b llbioh rq iaquirioo aro 
aa4o, Wltll ho alpt ct.,. •• a •••~ ooUioc for\h Juot ,..., ho 4oo1rocl. 

llr . Xlde lll'tal.Uocl _,h a -or-. 7ootorllq. I 4heu.ooo4 it vUh 
J.ooht111t S.Orot...,. O.otoll thio JOOrD.iac, 1lbo e&roocl vlth M that lt woo a -nor oa 
1111Uoh we ehol114 haft \ho Socrot...,.•e opbioa. 4t 10125 W e aora1ac I llhavel tb.o 
Soorot&rr Mr. ndo1 -r...a-. !ho Socrot...,. loft WOK vltb Nr, n....o• ottico , 
ho boiiiC al>OIIlt tollq 1n lw Torlt , t hat ha ohoal4 pt ill toach with kr. Oaotu '!!POD 
hh nhn. !ho Socrotarr toltphoaocl kr. taotoa u4 p'N laotrnotloao that nell 
aoaoriUIA& ol t hat u4or rotaroaco oho'lll.4 bo lll'tal.Uocl to &114 lllitlalo4 liT llr, O.otoa 
'befor e boiiiC paooocl Oil to tho J. :a. I ., or 'llaocl ao a buh for roquoto tor iotorM-

fr .. tho J. :a. I. I tol4 t ho S.crotarr that I wo1114 bo hqp7 to coop ora to 
lth llr. Qaoton aa4 aloo vlth Mr. Xldo, Oil baaltiDC q ... auoaa, but that I folt Nr. n....o 

lhould aot bo 1111dor rq wporrtoion. Oa tho o\hor haad, I tho•t \hero oho'lll.d 'bo 
•••• o~~ponioloa llot too o:doa>aotho, aa4 pou1'bl7 oa'barraooiJIC, 1aqv.l.rioo bo aa4o, 
It woo acroocl thot kr. Oaehll woul4 o:nrcloo ouob ouporTialoll our Hr. naao, aa4 that 
I hl4 llO roopo111ibllit7 thorofor. 4thr \hit ooanreatlon, I 4ollnro4 Hr. Xldo' •-•1114 .. 1111dor rotoroaco to .t.eolotoat Soorotarr Oaotoa. Whilo tolltiDC wltb kr. I:'IIAID 
of tho Jo4oral llooorn llaalt thia aorllioc, I hl4 h1a that vo ~prociatocl tho iatoraa­
llon miob hie buk vaa CiTioe lll Oil lluoolaa, Ooraaa ea4 ltaliea treaeacUoao, u4 
thol wo 4otiro4 thio oarTioo coatf.Jmocl. I lot h1a bow 111 otrichot ccot14oaco, 
114wnor, that tho J . :a. I. alcbt bo exta4Uc ih iaTootlpUoa of lllob occouah. 
Co11aquatl7 , I aoltocl Hr . I:'IIAID to lot ao ltaow 1t ho rocabocl U7 •-•to fr• Ilia 
1uk1nc coataoh apoa poooiblo 4'QpllcaUoll of OoT...-Iltal 1aquirioo. I tol4 1i1o1co 
thol llbilo ,. 4ooirocl a ccatlm:waco ot hio 111qvJ.rioo fu tho proo•t, ,. vo1ll.4 
10hrall7 altor oar worlc 1t &a4 -.. U 1o fo11114 that tho J . :a. I. 1o o'llta1111nc 
ITif7lhiiiC that vo 4ooiro . 
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OotoMI' 16, 1940. 

11!!!'111!!( 

Jollcnrlll& 1a • ._.,. ot 111fo:raauoa fo....-.l-.1 11)' n. 
J'-.l.ral. INr .. u of IllYaoUpUoa •• ot po111111e 111\e,..n \o 

tbla De~·· 

1 OotoMI' 12\ll, .l -nad• .. ula& torn .. riaiA aot1T­
\l1UN of J'reol& .Arlk.t1ador ll&r1-lla:f• pl'lor \o Ill• appola-t 

1o.41oati11& that u aa a -•r ot a 1ooret ruo1ot orpaisa-

~ 
Uoo. \lla\ t-\-.1 ~ ot the 111hro.al troal>l .. ot huoo. 

Ootollu 12\la. .l letter allec:to.& tut lla4-. A. lou 
DenaU bao looat-.1 at the MlluM4o:r BoU1, ... Toft, aad 11 
doiJI& pro,.....cla 1101'11: fOI' R•e b Cballroa ao.cl Aallaooaclol' 
llllllrl-111)'•. 

Ootoller 1~\11. A letter allesiD.I tiiU a rr ... oh 0.1\o.po 
11 lprlllsiJal up aplo.1t fr•oll polltloal ,..tupe1. R•l de 
Ob•bi'Uil 1a alli&K to b1 0111 of the 1nlp1,..1'1 ot tll.ll orpaisa­
UOD. 'l'bo 1171\• 1o IUppol-.11)' opera\111& ln tll11 oouo.tl')' ao.cl 
..,...ct 111 pro,.....cla 110rk, u nll att•pU~~g to perouado or 
tr1pt"' J'l'•oh poUUoal Ntupol \o ratura to huoe. 

Ootober l~tll. .l letter 1\aUq tllat no aooouau of 
the Ooi'IWl -._,. lllcl tour aooo1at1 of Ool'l&ll Cclo.l1llar ot­
tlOol'l "" _,lltol)' withcll'ae oa \llat elate. 1'11• .. aooouato 
wro la tho R1..- ••UOilal - of thla o1t)'. 

I 
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No. 221 

K.I.D., W.D. 
October 16, 1911.0. 
12100 J(. 

Th1e lllilitary eituation report 1e iuued by the 111lltazT 
Intel.l.1c4nce Divi.oion, General st&tt, In view ot the occu1oaal 
inolueion of political intonoation ancl of opinion it 1e cl&ae1.tied 
u R!etr1Gt!d. 

I . l!!t!rp Deat.er of !a£. 

1, No pyund operaticu. 

2. Air Force Oper!ti0118. 

1be Genaan _..m1~ etatee thet raicle cNr1ng clqllcbt 
on the 15th ancl laet niabt ..... •c0118iderab~ etrerJ&tbened". 11>e c1q 
ettaolat -... d1rected lllllinl;y &~ainet oU depote, r&Uwqe md &11'­
drooiN in eouth ancl central ~anct. The u1n Ge.-> niabt attaclc 
wu directed &B&inet the indue trial and dock area ot the ,_, Loop, 
London. 

The R.A.P. operated ot!eneiv~ ~at niabt ancl appar­
entl;y encountered bad weather over Germen;y. Kial ancl Hll!lburg ,..... 
attacked, u ..... oU plante at Geleenldrchen ancl llagde'burg, oU 
depota at Salurbergen, ancl other 1nclultr1al tarpte. 

U. M!dlterranean and At'rlcm jb!lttJ! ot Jar. 

No ground operations reported, Both air torcee cootimaad 
active al.OQJ the llectl.terr- littoral. Both lleraa Katl'llh aad Beac-­
baai wre '-rllJ" 'bolllbed. llordia, Dema ancl SOll• suttered -n.r 
raide. 

RBSTRICTED 
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••m•• IMIIAIIT, 

WMIIICITOI, D.C. 

October 16th, 1940 

I aeloee bereia tor ~ 

pereoD&l eel Moret 1Dtonaat1oa a con 

ot tbe lawet re:por1o reoeiftcl t~ 

LoDclOD OD the Ja111 tuT eitua t10D. 

Bel1en •• 

'the Honourable 

HID1'7 Morseotbau, J r., 

IJD1 wei 8taWI TI'IUW'J', 

WaahiJiatOD, D. C. 

Dl ar Ill'. Be ore tal'7, 

Ve1'7 11DOIN17 70111'11, 

Regraded Uclassified
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on.w 11, lMO 

••• rr.u A au~~q -.,1- 1a o-M&. 

ICr. lall.a\JM latona • \lla\ llr. Yallaoo '*"'lieU, 

Put14.ea\ of Jor4 of Cau4a, bao 11114 M't'oral lahrn..,. 

vlUl .... C. 1), low u4 1e - 1a Ulo pro-• of preporlac 

a OOII>lo\o report 011. Ulo lnl1141ac of Pra" A lhUae7 uctaoo 

111. c....aa . 
.., • Ollllll>'ball 1e '11.11111 lllfo,...u• olrN47 aftl.lalllo a\ 

Jor4 1a ])o\roU ea4 v11l 'fV7 ebor\17 prf••• .... low v1Ul 

a oo..,lo\o plcnro ao to ooot, lo•Uca of plaa\, tno- cot 

011Clao• to lto pro41Lco4,. .ad Ulo ra\o of prMaaUoa, 
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c 0 , ., 

Y.AII!IIIll'!QI, ]) • C. 

16th Ooto\er l~. 

])ear .. rle, 

I encloee a note of tho etor,r about 
tho Jraa111an etael vorlte IUI4 Jra .. ert, •ioh I 
-tlou4 to 70U thf o\ller u,. !he ~n­
t.pon hnl< Jdcht H 1llteroete4 to ••• \hie ao 
I fl.at \llat WarN& Piereoa vas aaldac u a fav 
- - -.t utorao.Uoa ve ha4 a ov recor4a 
about Jrauen. 

ll;r ova ~re .. ioa 1t \!let althoQCb 
JraeMn 1t rather cleepl.T 1a..,l,..4 1a Oe.-...q, 
he 1e 110t parUc:aJ.ar~ eauoure4 of thh coaaec­
Uoa. I vae told - ..,a\he - '117 a frionA 
of hit \llat tho Oenw~e ailbt prou hl.a to pq 
a rteU to Oe.-...q, but that it he felt he ha4 
to 10 ia order to aTOid forfe1t1ac hit iatoreeto 
1a that couur,r, he hoped a JriUoh varohip 
voul4 leU.~ re110,.. hia fro• tho liaer ea route I 

Your• eyer, 

(S1CR•d) Jorr,r Piaooat 

Mr. B. llarle Cochran, 
Uaitod State• !roaeur,r, 

YaohiD«\on, D.C. 
/ 

Regraded Uclassified
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C 0 P T 

Striot1l Coafl6oatlal. 

I haA a Ylolt reconU~ froa u .Upatlao aaUoaal of Jritloh 48-\ 
clooo}7 aooocla\o4 with lllponut !rlUoh otool htorooh. ' 

~ YloUor allopd that llr. llr aooori, tho hoaA of tho tlra of 11 • .l. 
Braooort 6 Co~. Inc., Chlcaco, Conlalt lac ID41noe~o. 1o aooociatad 
vlth tho :proJocto4 orectlon of otool worlto in Brasil wlth tho holp of the 
IJ;pcrt-Ia:pon llaDi: orodlt ot $a> alllloD. !hlo credit 11 DO doubt P YOII 
on the 0011141 Uon that tho pleAt roqulrod ehall bo :purohaood 111 the Unltad 
Statoo, wt a, Yleltor aooorte4 that 111 all probabillt;r lt wonld DOt bo 
poulblo to obtala tho pleAt 111 the Ulllto4 &tatoo, either boo..,.. u.s. 
ll&DUfactvore wore tnll7 ocCUplad or boct.lllo the;r conld DOt euppl7 tho 
partlcnlar 1<1114 ct pleAt roqu1ro4 111 thle caoo. llo tho•t , therefore, 
that the aboYO-MntloD&d condition al&l>t haft to bo val"tad won lt C&M 

to the pc111t. 11r. llraooeri le therefore oal4 to bo pl&JllllJlc tho 
Braslllan otool worko on ~ baele of tho uoo ot pl&Dt ot Ooraan t;rpo, 
with the 111tnt1on that tho contract f or thle plant ohonl4 bo choa to 
~e. 

~e alred;r ha"tl a contract for tht "''PP'17 of arao to the Brasillan 
ao ........... , -.bleb tht7 ha"tl DOt boon ablt to e:acutt. On the other h&D.d, 
lt would take thta 12 to 18 aontho botoro tho;r could product tho ettol 
plant rtqu1re4 for Brasil. llrast ort 1t 1Q?P&relltl7 urpnc tho now that 
tho var will bo over b•tore thou, that tho peaco torao aa;r inYClTO ooae 
11a1tat1on of arao production, aa4 accor41ncl7 lt voul4 bo bonofl clal 
tor Xrv.ppo to pt a contr act tor etool-aokiac plut r sthor than tor arao, 
vllilo it would bo boootlcial tor Brasil t o otcuro Mane for IIWIUfacturlnc 
her om arae. Part of tAo ocheM aa;r bo that A eubetantlal eua ohoul4 
bo paid outrll!l>t to Xrv.ppe (io dollara) to prortdo thoa with tho f iD&Dco 
to oncuto tho contract. !ho Ooraan Oo"tlrnaent "oul4, of courae , obtain 
tho benefit of tho dollaro, or aoet of t htt, •11• :lruppe would obtain 
tlnenco 1Dternal17 iD Oo~. 

~ rtoltor aAal\to4 thot hit otor;r wao iD part conJoctvo, aa4 I 
think U cortala17 requlroo YOrltlcaUon. It aa;r, hove "tOr, bo worth 
lAYO. Upt1JIC 0 

(Sed.) G.II.S. PIIISJim'. 

16th October l94o . 

Regraded Uclassified



Ill replJ roter to 
lA 840. 11 rroaon Orodlt•/701 

Oolober 16, 1940 

tr. 

1 
f 

~ S.or•t4rf ot State pro•ont• b1• ooapliaont• t o 

the •-ra'ble tbe .. oreC&1'7 ot tbo 'l'l'OUIII'f, &114 uo1oM• 

b•r.wttb a oopf ot tbo paraphra•• ot a te1egraa, ao. 236, 

4.ato4 Ootober 1&, 1940, troa the A.Mrioan Legation at 

Qu.1to, J:cnaa4or oonoern.lng oorta1n dollar t'lln4• b1ooke4 1D 

the Un1t•4 State•. 

J:no1oeurel 

~ 
6 
t. 

Si ... 
fU ,. 

rroe ~to, J:oua4or, •.. ~. 
Ooto'bor 1&, 1940. 

~\5 
..... 
~ 
' 

--:.>-
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I'IICIM1 Aaer1oan LegaUon, ~ito, ~or. 

DATE: Ootober 16, 1940, • p.a. 

HO. 1 2:14. 

I ban been requeatad b:r the llillieter ot Pranoa bare 

to anht in obtaining troa the 'l'l'taaur:r Department ot 

the United States permlaai on tor the F1nano1al Attaobe 

ot the rrenob ll:llbeu:r 1n Vaab1ngton to r..Ut dollar tuD4t 

whiob are needed b:r bh Legation tor the purpoae ot detra:r-

1ng 1 ta ourrent axpen .. e . He hal explained that the 

rrenoh trano oan not be negotiated looall:r. It baa al118;1a 

been tba praot,1oe ot the Prenob ll1n1eter to oooperate '111 tb 

tb1a Legat ion 1n every wa;r, and be doll not e;rmpatb1u 

'111 th the government a ot the to taU tarian etatea. He '11111 

grea tl:r appreoiate an;rtb1ng whiob i t '111ll be pro par to do 

1n tb1e oonneot1on. 

LONG 
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TREASURY DEPARTMENT 

STRICTly CONFIDENTIAt. 
llr. ~ • .,"ecd•1 o.-eolclr et \lie llrlUeb • .....,,.., ..u ... oa .. at !h30 p.e. 

Ootoller 111. .. lett with .. ear\ala eaiert.l ftleb h 11olllc nlal\\14 eeparate~T 
to "" hor-'U7· Plaeeat e\a\14 tile\ lie wou14 llb to lleTo \be ~or\u.l.\7 b pn/ 
the Sooro\U'T orall7 -• e>;>laaaUeae at U.o uta 11114er ratoreaoe. I hlt PlU•t 
I WO'Cil4 pn \lila '--'U7 Ill• -....aa \lila -• u he, u4 ....u laqUro u to 
aa oarl7 &l'JIOI.ebeat. Plao•t -tllut t.rillar U.\ lie 4ollr ... h olltala \lila 

'--'U7'• reu\la to •• •Uer lllll1oll .. pretorrl4 aot to pa la wUlec. neo-t 
na\14 ~ U. ...., et haoe aow llae liiiUr oar.ark with tile lui< of c..au 
$310,000,000. !lao...., of_,..,.. llu aloo trulfen-14 u ou .. t;!so,OOO,OOO .su 
the Jaal< of huoe ba4 ul.er -k with U la Iooa4ea. !llh latter -• h -
ulA la tho l!ak of Oael.a 11114er oarearl< at \be leak of ~Delaat. !lao h\al of l'Haoll 

.U. llol4 la ott- lo ~.ooo,ooo. Plaeeat e\otl4 the\ tile llrlUIII ••••­
taklec onr aU ot tllle colt. ...., I aakl4 lila wllo.t u -t liT tokllll o?er, 
that -eraUT \ll.ero .....U 1lo a llooli:boplec orl41t pne to :rz-.o tor 

~,..,_n ethr tll.o ear, J'&ft aa \llaro aro - ooeln,..•ac •trioo --,...._ 
IJroat Bri\ala •• a nealt at U.o Jolat oomeeloa wllloll .,., opera\lec at I.ee&oe 

pr1or h J'raoh nn...,or. 

Pla ... t e:oplalal4 that laHfar ao tho $210,000,000 of colt llel4 la U.o .. o fll 

tllo Jeak of Jacl••• la oo..,...,...., thoro to ao real Uttloalt7 alaoo tllio h alHaq 

la JrlUIII -· Wlth ro.,oot to tile .,.U oareari<M. la Ulo -• et \ll.o lui< et 
hwco, \he lrltleb Oovw mt wtllllew h o\tala •• oooperaUoa ot t• ""ef'e 
... thorltloo, .tao a1 ... an •MP-'•' h take onr tlllo .,u, Jotoro taklec tlllo 
tllp, Pi.llaeat bopl4 h •n \lllo Tlon at tho hore\U7 of tho 1Jaltl4 lltatoa !r•IU'T 

thRoOII.. 

:rr..ll pU eot otllarwl10 acoou\14 fer 
P.U. Oeatral ...., cal4 
11o1c1ee o.tnl ...., colt 

512,000,000 
61,000,000 

leo ,000.000 

1,010,000,000 
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_,_ 
laeet • tM __. la .-ria -. '11111* \M o-.1 at Jllbr r.,.n .... \M 

ftlU ...U llaft I'Os* I $l,llo7 ,000,000, llMa P'- llu - 1aenM , .. , \M 
r.at at,_.. ..u --1ce1 u a..&a h .,70,ooo,ooo ~.an .... at t3J6,ooo,oao 
11 cl,... •• .. lr ftUllpe la ._ - · M ......,... \lie __. at ,._. pK 
l>el4 11 ....... • llllnJA 'M nt..a t..- t5J,!,OOO,OOO \t .,1.8 ,000 ,000, \llu .. ,.. 
t ht allow Mh1 lt.DJ, •• M la Jllbr $1,016,000,000 . 

-. ...... :hnte, Pla--' .... llallaatrM wn rttalftt lr .- leorftu7 
71.tor4q ...tac. .. ...... lieU, 111oltt, Y- .... o.-.. wart al• pre-, u 
...U at a n-p zh• , !1M •• ........ pJnll ... 'T Mr. PlAeeat tu :prttalla& 
~~~~ wn u .... ..a. Prlar \t _...,.. \M lt&l'ftU7' • attlee I ..._ Mr. ~' •• u . u4 .. ., ................. u. *14111 .. hal --leat4 •• 4talrla& .. pttt trill~ 
to til• ....... ~ wl\h ... ., .......... ll'ltala \Ulac - \ht Pr ..... call la Olatla. 
It_. lttllal \llat llr, Plataat IIMtll \tl ....... lale how t \W lltart\U'J 
llorc•tUa lMe .. , lMln •• " ~, ... 1a tM praat••· 
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1 1s referred to in Seoond Paragraph 28e 
on Page 8 of meeting held on Ootober 17th 

~~:30 p . m., and RK Jr aa1d he 41d not 
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WII.LAMt ...,.._ W ... IIIIITON,. D. C. Tu.•••••• •••••L•c •••• 

BRI'T1SH PURCHASING COMM ... ION 

October 1 , 1940 . 

Dear Mr . Secretaryt 

Under cover of my letters of the lOth of' October 
and of yesterday's date, I have aiven you the aain out­
line of the orders which tha British Oonrnaent wuhes to 
place now in the U. S. A. tor aircraft and or~ce. 

I'ollo'lfi.ng the SUii eSt10D that you, togetht·r with 
Secretary Stimson and Secretary Knox,aade to ~. PurYis 
about the proper organization ot the discussions which 
the British representatives are hlvina·and will t~•e with 
the U. s. A. representatives on thia proara.me, •v sug­
gest that joint planning and technical ooasittees sboulo 
be established tor the new air proaramma, end also tor 
the armament end other proarammes, analegous to those 
already functioning in connection with the curr~t air 
proar ammea . 

I submit also tor your consideration thLt the 
various adaptations of the nor~ R. F. c. basis to the 
peculiar circumstances applying to •arioua munitions 
items, e . g . aircraft, ordnance, etc., aiaht be LSsisted 
by the formation of a joint Finance Comaittee entrusted 
with this task. 

Yours aincerely, 

The Honourable 
The Secretary of the Treasury, 
Treasury Depert mertt, 
Washington, D. C. 
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