
J 
'T-­

CBA:PTER ·1 

JOWGIl JDliDS OONTBOL Itf PE.AX OJ' Ol'ERlTImrs 

< !rotal var 11 fought in flTerr part of the vorld on flVer'f front - financial. 

ltCoDOII1C and plychological. .. vell al Il1li tary. In weh a val' the contributton. 

of economic and financial vartare to ulti_te ncto%7 are far berond vhat 11 

,.erally lmovn. In the long ru.n no arm;, can be IIOre powerful thaD the economc 

-.chine &bat IrtlppOrh 1 t. _ operation vhich atop, the eneux,y from producing val' 

...terial, or from pa;r1q for h1l operatioll' hUe hi. 111 a "Iulnerab!e IPC?t. 

!.be .\1;1, nationa planne4 their "onome and fiDUCial battle linea for World 

War II long before actual ho,tUUlea began, rememberlD& that in World War I 

collapee came fint on the economc front. lllgid controll on fonien e%Change 

and trade vere amoIl8 the firlt 'tepl of the R1tler co,.ernment aIld the Japan"e 

II1li tarleta. German and Japallele illdult17 val encouraged to penetrate throughout 

.rope. the ,Americas and the Jar ]'ast. !b.,. boucht up ra.w ...teriall and production 

facl1i tiee. German cartell Be financial aIld trade arrangement. vhich rlltriete4 

production of Ti tal _teriala in other nationl. financial aIld commercial Ifrontl l 

vere planted throughout the vorld aIld tbro'lll:h them propacanda and elPionage veN 

financed on an erlenlive ,eale. 

!be tJidhd Statea va, aware of theae 1101'81. B.r u;ecuU.,.. order of the 
and 

heai4ent/purauant io hia _thori iy under Section S(b) of the !l'ra4ing vi th the 

, _1117 .let hreip hDd. Control began 1 h .conomo and financial var near17 two 
\ 

7eara before Pearl BarboI' aIld the oommencement of World War II. !hrouIh' the 

"ChaJ:t.i11l of roreign JIaDd. Control the -u1l vera bpt tn. 'CUing 'billion. of 

....ete'in thie count 17; A:d, fronh Ven uncovere4: the Japane,e were prevented 



frw. ,eUIIl&.&merican 011 lone before war wa.s declared. It was the one &genc,. 

• 
relpon.lble for .eeI~ that the Jz:1.' reaped 110 benefU. from the b111iona of 

401lars looted from Ita nctlms; that en8lQ' 4011e.rs were pre'Yented from competing 

~th Allled d.ollar. for the acquie1tlon of war _terial.; that the .&:ds Were 

4epriTed of aon.,. llece'S&r7 for elpioD8&e. ae.'botage and propa.p.nc1a.; that reward. 

~o colla.'boratloni.t. and cloaks for their .erTice. \0 4ictator. were adequately 

out off; tbat .. territory commenced to be 11berated b:y our force. the controls 

.ere used as a ~irm bads froll whlch our arate. ao'Yed forward. and for turther 

.eaken1D8 the enell;1l. po.ition. ~ Control co~d accompUsh these objecti'Ye. 

ainee the Un! ted Statea i. not oDl7 the largest 4epod tory of foreign ..sets In 

the vorld, but 1. al.o the world l • domJ1&Jlt fiDAIlcial .arleet. .I,a a relUlt. a 

large portion of all uJor International fIJlAllClal tranl&Ctiona, particula.rl,. 

those affecting the Western Hemisphere, utili.ed the fiJ1&Jlclal facilities of the 

United State, an4 IIUCh t:ransaction, came under the 'C!'t1t1n: of Jorelgn'JUnda 

Control. 

!he objectives of Joreign Junda Control .h1ftec1 rapIdly' at first)to protect 

the aSlets of countries over-run b:y Bitler; then to defend agaInst the effect. 

of the spread of Bitleriq in the United State•• u4 thereafter, to mpplement the 

tid" of the .111 ta17 .ar ... thq c.hanged. .The contl=ed obJ ect of !'or-eip :runds 

Control VAl to hit the enelQ' where he .... "eak; to atranc1e 111. faulterinc econ0!t1': 

to 4eatro7 hh ab111 iT to pt and u •• re.ourc.s; and to prevent hi. from flnanci.n.g 

111. acth1t1es at home, in nea.tral countries, and within our border. 

!'he hi.tory of loreign J'u.a4. Control, both in \erma of the programs under­

~ and aethods of ~ecution. re'fNl. a pattern of improvement and refinement 

4erhed f jttc.!>
J'Om e:x;perienoe and Increased avarenea. of thepotentlal alc.e:!tlcaeee of 
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J'orei~ hnds Controlu thi. Go'fernm~tts fiD&llCial tpearhead in its eoonomc 

• attack on the J:ds. !he folloving chapter. will attempt to d.ecrlbe thie 

....oluUonar;y proceaa, both in te:na. of programs adopted and the adm1n1stratiTe 

-organilation ••tabliahed to .rrect theee programa. lince the basic philoloph1 

of lore1gn 7a.nda changed oonai.tent with the changel in the war p:"'Ogr••• throU&h­

out the world the hhto17 of loreip l'and. Control aan oon'fenient17 be treat" 

along the following lines& 'Gene.i. of loreien JUnd. Control - 1937-1939", 

tIp.riod of Protee~i'f' !1oeldl!C, .April 194O-June, 1941', 'Perlod of J)efenai'fe 

1Il0ek1ng, June 1941-J)ece.mber, 1941' i 'Period of Jggreea1 'fe ::Blocking, December, 

1941-J:u.guat, 1945;' '!erm1aation of Blocld.ng Control., BOTember, 1944-.6prll, 1948". 

'" eeael'ltd'ns chapter .Jdll aU •.,. *1 ..,tat....._ .. iat 1......... leMBed 

ta,-.r ..h'.h...t:b:c_ I •• Ii.. III 1.8 rtl1/V.f1Befor.detailing how lore1gn 

J'u.nd. Control adapted i helf' both f'rom the point of view of administrativ. technique. 

and concrete programs of action thrcrJ.ghout its ,.... r of' operation, it "AI con­

IUered useful ~ to present at the· outlet a bird.ls e,.e Tiev o!the 

functions and adminietration of Jbre1gn JUDd. at the peak of its operations in 

the latter part of 1942 and. earl,. part of 1943. 

At the peak of ttl operations loreten J'un.ds Control Wal carl71ng on fiTe 
, 

-.in financial warfare programs throU&hout the world. !'he.. programs, based on 

heeutiTe Order 8389, .. amended, and pu%'l'U8Jlt to Section 5(b) of the Trading vi th 

the lneDO' .Act, &8 amended, w.re al follow., 

• 1. Preyent enemy trom Ulin, allets in '0, I • 

During the uncertain Tea prior to the war large BUm. were tranafened 

to \hi, COWlt17 for latlkeaping. When the aation. fell the Axi. powerl began a 
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• 
systematic campaign of gaining control of all of these assets held in the United 

States. Fo~~ign ~~~ Control took vigoro~s measures to insuro that the innoce~t 

o'iI=.le~s w:'o put thp.lr tr..lst in the strength and integrl ty of this cO".::...'1try 'Were not 

dep=ived of their property by the force and fraud practiced by the ene~. Under 

t!le aut:lori ty o! the ~radi~ wi th the :s:ne!ll;\' Act and hec~tive O~der 8369. as 

ame:l:'ad., all assets beld bere b~' natio:uUs of invaded. cO'..l!ltries werepll"'.ced 

under "p~otect1ve blocking". Under the Treasuryts powers attecpts to trans:'er 

an~' blocked funas vi tho"l.t Treasury licenses were made n-..ul 8!l.d void. Operations 

in the Unl tee. States of bullinesB enterp~ises which were substantially o\med by 

wt!.j:1al£ of bloc~':ed CO"J..!'ltries vera rigidly eont~olled b~!' Treasu:-:: licenses. 

2. ,~event~~ trom benefitting fro~ loot. 

Germe:~was desperately in need of for~ign ey.=~ge from the ti~e 

the R:tl~r ~c~ne began gr:n!ing out the tools of war in the 130 1 s. ihe needed 

grcate!' 'balances abl'ond. in order to buy frOIJ other nations thp. goOc.s a."l.d servi:es 

to feed. her mili tr--l"Y econo::o:'. As t;le \"ar proGressed she roo.,llrcd even more ex­

ehltr~ge to buy frun Switzerland, Spdn. Tu:r-key and othe:- ne-J.t:-el areas the metals, 

~ 6vOC.S a!ld W la.::-or she ro~~..:ir~d. 
I 

.L'ohen ler.uany overran the Uetherla.!lds, :3elgi'.l.':l. and Fr,r,.nce. she seized. 

large q1.l:Ultities of negotiable sec*u..:rities, A.-nericeJl C'..::.rrency, diamonis, and gold. 

It eoon became apparent t~at the Ge~ governnent intanded to use these readily 

mar~-:ctable assets to help pa;r t~e costs o! the war, and thnt efforts \fo~d be 

made over a period of time to liquidate and dispose of all American seeurities 

and C"l.rrency which bA~ been seized. ~ schemes were developed to turn the 

valuables into foreign exc!~nge. The general pattern, bowever. Was to ~<e use of 

black market operators or "fences" in neutral countries who were willing to gamble 
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•• 
thAt they co'Jld Bneak the looted billions into respectable cb.a.nnels until event\:..S.11y 

tbeyco'~d be redeemed at fu:l val~e in the United States itself. Among the 

functions assignp.d to Foro:gn ~~is Control was the resvonsib!lit~ of rendering 

ineffectual ~v such atte~t of the Axis to realize on its loot. 

Under one progra:n initiated to meet this problem. all securities ana. 

currency imported into tIl! s country were required to be del1verei to a Federc..l 

Reserve ~ for exami~~tion. The securities and currency were not released un­

less the Control was satisfied that the title thereto Was free fron Axis t~int. 

Thus, in e:~fect,' all dealers 1n questionp.ble seC".lri ties and C\lrreney were told· 

that they purchased them at their peril. ~y this me~e the value of looted 

sec"J.:"i ties a.'1.d cur:reaC;l in neu~ral narkate was su":.stru:.tially a.ecren.sed. tn€l"(?by 

shar.Ply rec:.lcir.(; their worth to the Axi s. 

• 
Thro".l.;h the c:.lrrenc~r control progra.."ll oyer three millie:. dollars of 

ta::'.!!':.a:::" ::u.:"rency Which the hold.ers were tI'~,ing to .1"'.l.'1. past the blockad.e were 

seize:: e.nc. i!:1pOUnde-:J Hun-:'r'3ds of n:'llions mor~ ~~~"u::ld.ou'Jted1Y in the possession 

of tl:c Ax:!.S, nr....cl: of i{held idle becl'1.\lse 0: the tightness of the freezing controls. 

~ 3eca~;~-of the ~l devious systems concocted by the eneny to convert 

stolen assets, the control program develope! ~~v varied tec~iques besides that 

of licensing. For exa~le. several of the large banking houses in a pRrticul~r 

South American country we!"c doing an exten::;ive business in black ns. rket dollars. 

T'nree of tIl'!.' le.rge dealers were "specially blocked" by Foreign funds Control. 

!his blocking tied up the United States holdings of the companies and 8top~ed them 

from doing business in black ~ket dollars. When forced to decide between doine 

business with the Nazis or with the United States the7 quickly agreed to submit 

all major tranSactions to the American lUssion for prior approval. mack market 

activi ty in trutt country dropped to a fraotion of 1ts former .volume. -; 
..-.. 
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.> Another techniQ.ue was the strengthening of currency controls through­

out the 'vestern Hem~sphe:"e through coopeTation vi th t:'le respective governments. 

In ~on-iollar-using areas all eu:"re~c7 transfers to this country we:"e chRnnp.li~ed 

thro'.lgh the Central l3anks of the countries involved. In dollar-using are"s the 

Control encou.r~ged local governments to establish strict importation controls >to 

S"..lpplerJent ou:" own, so as to afford the .A.:rl s no oppo!"tun1 ty to realize on their 

hoard of looted doll~r ~..lrreney. 

Mter the inv.:ls1on of Holland and :Belgium. the German HiGh Command 

seized valuable s"tores of diamonds and other gems held by the industl"j" the!"e., 

Syste,,"s similar to those used fo!" currency and se~..lrl ties were worked out to 

convert this loot into fOTeign exchange for the Rei:hwehr. Foreign ~~ds Control 

, exe:"cised constan~ e~re to frustrate attempts to dispose of the geme to pe!"Sons 

within the j'..l:"isdietion of the United States. !.he effeetiveness of the nee~~res 

~dert~ten is exemplified by the conviction of the Germ£D Agent, Von Clemm. 

• Von Clemm. a relative of Von Ribbentrop, was acting as the "fence" in this CO....l..ltry 

to dispose of the stolen gems through his apparontly reap~etable Pioneer Import 

Company. He was prosecuted. and convieted under the Trading wi th the Enem;: Act. 

His eonvietion ...:as subsequently affirmed b;;' the United States Circuit C01.:.rt of 

Appeals (2nd Cir~Jdt). 

The rest!"ictions 1:uposed ~J Foreign F-..lnds Control drastieally 1mpeded 

the ene~v in his efforts to se~~re much neededfore1gn exchange. The suceess of 

the Control was evidenced b.Y the fect that 1n Spain. Switzerland, and Port~ ,ihe 

Axis cou.ntries accumulated l:nJ8i
e. 

ad.verse balances 
' 
and. the.t they had. 1nereasin& 

d1ff1c~tles 1n purchasing supp11es frOm these countr1es. Re11able sources 

1ndiented that the Axis was unable to eompete with United States representatives 

in Portugal bidding for such a vi tal war material as wolfram. and thAt GerIll8ll...v was 

• 
forced to sell lairplanes and merchant ships to Spain 1n order to provide funds 

wi th which to ~ other essential me terials for the ms War machine. L1kew-ise, 
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the 	Gernans were known durine thie period to be seeking frantically for pesetas 

3. 	 Stop tr~~e onQ cQ~icatiQn with eneq,.• 
_ Re8~~nsibility for administering the licenSing controls under Section 

3(a) 0: the Trading with the ene~7 Act was assigned to loreign Funds Control. 

Pursuant tc this provision. regulations restricting trade and cO!IlJllWlicptions with 

enemy nationals were issued providing that unless a Treasury license was obtained 

no financial or commercial transaction c~Jld be effected by ~v persons within 

the jurisdiction of the United States 11' it in"olved directly or indirectly an 

enet:ij' nati Onal.) 

Foreign ~ds Control adhered to a general policy of severine and 

ell m1n....: ting all f!.nB.!lc1al and comme:-cia1 intercoUrse direct and indirect ~tveen 

thl'" Un! ted States and the .Asia and A.xie-dominnted countries. 

'_ At the peak of HE operati O:lS it examined and reg".l.ll:. ted a1: communications 

0: 	a f:na~cial, business or co~me~cia1 character and all trade transactions be­

tween pe~Bons ~~:ject. to the jurisdiction of the United Sta.tes and pe~eone in• 	
,­

.,. 	 enp.l'lt'" countries or pereons in Europe or Latin America incluced on "The Proclaimed 

Liet of Certain ~locked Nationals. w Its stnff studied and analyzed thouep-Ilds of 

censorsLip despatchel each mo~thj repo:-ts froe eo~erc1al att?ches were reviewed. 

Througb the examination of communications between the United States and Inropean 

neutrals instance. were uncovered Yhe~e persons and fi~s in this country atte~ted 

to effect finL~c!al tr.L~8~ction8 in Axi, occupied cpuntries throueb Willing inte~ 
..... 

me<i.1ar1.es 1n neutral countri~ One .Az:1erlc811 c':)mpe.!l,7, for exa.!!!ple. was founli to 

bave been directing a Swisl 'front' to lee to it that certain patent royalties 

vere pald on its be~f in Ge~v. 

• 	
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-r-' 
i- In addi ti or.. standards of conduct Vere preecribed fo!' Arne:::-i ea.n con­

• trolled concerns in Latin America and. the neutral cauntries prohibiting them 

froLl haviD6 any financial. business, trade or other commercial dealings wi th 

persons or firms in enette' territory or with perlons or firme on the ~lack List 

exc~t purl~t to specific Treasury authorization. It vas founathat certain 

bra~ches and subsidiaries of American firms doing business in neutral countries 

were exportiD6 and. iraporti~ goods to and frol'll GeI'lDS..'Qy. In one case one firm 

actually manufactured and. delivered acrql8. the 'border radio-telephone transmitters 

for t rucks of the Geman army. 9u.oh euppl11 D.& of vi tal equipment to the enemy 
-., 

was stop· ;:.ed. i - ./"" 

• 

Jll co~cations with the enemy. of course. could not be denied. 

Certain communications Wi th persons under ene::ay influence had to be licensed 

because the release of such conmunications would hAve rendered greater benefit 

to the United St~tel Government than would have been rendered to the enemy. lor 

exa..-;yple. it val founi deairnble in Bome cases to grant liCe:lBeS for trade or 

co~~ication w~th p~rsonB on the Proclaimed List so that American suppliers could 

be paid for goOd.B F~!'chased prior to their black listing. Ai;cl!'. in cE'l'tain Portuguese 

terri tor;; a ZIW:l1:er of producers of a cri ticw var material. eisal. Vere designpted 

as rroclclmed. List eneJ:tV nation'a.l.a. Howeve:-, because of the gro::ct need for 81lal. 

large rerrjtt&ncelto theBe producers WE're permitted. With the cooperation of the 

agencies of the Gove~ent engr-ged in the purehase progr&~. arrangements vere 

ma~e to insure that the funds tbut made ava~lable vould be utilized for the pro­

duction of more .ilal tor our ute•• 

1'he coctrol rL the tradiJlt; vi th the ene1l17 was cO!llplicated by the fact that 

reli~ent8 of the United Stetel vere permitted under certain conditions to effect 

limited reoittancel for livir~ expeniel in the neutral countries ot EUrope. Olole 
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I'Urveillance of s'.lch cases was maintained. to 1ns:::.re tr..e.t the remittances Were 

no-:' fir..d.!':l.{; ti,e:'::- w~· into e::e::y haLds abroad• 

The "ransom r,cket U was one of the favorite techn!~uet the Nazie used 

in extortion o~ coney. Nazi representatives would ferret out refugees witb 

hclune;E ir. the United States whe had rel.s.Uvea remaining in Ge:"!!il:Ul,.v. The victims 

Il"ero notified th!.t their relatives would. be tortur~ unless certain SUr:18 were 

pai~. Strict control aver remittances from tCis c~try ab~ad cut off this black 

~il. 

/' 

4. Direct WeqpQAs o~ fo;e!gn exc~~e. 

The wnited St~tes is tbe outstandinB m?~ket for international financial 

oper? thM in the world. tcc.a:,-'. :Because of its b:mense resources. ita large volume 

of forci gIl trnd.e, and ite ef~ieient me.ehi nf'ry for fina.r.c1ng international dealings, 

the Dn1t~o. States Was t::e crJUlnel thro'..:.g}l which c large porti~r; of transactions 

bet"''!' er: nat! onB !lo"'ec.. Thr~gl::. i tE bank:1ne fe.c1l1 tiRS pe..."nnents .....ere ef:p-cted 

for fooc.stU::~s ane. rali ~ terials mo~:r.e fro:n Soutr: ke~ica to the :Elu.rcpear. neutrals 

and. for ttp gOOdE and services mnve~ in retu~. 

The do~:'uar,t positio? of the United States in interr~tionRl fi~nce we.s 

eor~nced ~r the strength o~ tbp acllnr as a medium of foreign e%chF~ge. Do:le.r 

b&lf~ce. are one of the tew media gene~ally aecepta~le 1n transactions between 

nations. :Because tbe United States vas the outstanding channel for f1nancial 

.xchange- bet.... een nation .. , it val in a Itrategic position to appl;y controls O"Ver 

tr&.:l6hctict.t '.;r_!"~cr. nation. allover the world. foreign Funds Control exerched 

these controla tor the Un! ted State. Government thrO'Ughout the world. Executive 

Order 8389. al &r.'Iend.d. prohi bi tK, Il%cept purl'\l.a.n t to Treasu17 license, ·all 

transactions in torei~ .xehange••• • U~.r this power to lIcense. Foreign Jun~. 

Control wa. in a poat tior. to Il%ert tremendous 1n!lue.nce. first, to insure that DO 
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• 
tranE~ctions beneficial to the Axis could be" consummated and, seco~d. to promote 

tr~~snctions of benefit to the Al11ec cause. 

In n~ inEta~ces.,lic€nses seeking to fi~nce trade ~~d co~ercinl 

transRctions involving neutral countr1eswere denied when careful study shoved 

that, whih appear,ing on the surfac£to be trade transactions to beneri t th1. t 
countr.r, the ultime.te results were advantageous to the enemy. For eXW!lple, the 

neut~Bl countries of Europe and their nationals repeatedly attempted to use blocked 

doll&T aSfets in the United States to purchase large .tocks of food and atrategic 

raw tw.teriale from tl::.e ~.tin American market tor storage until after the war when· 

they would be availeble for trade. In Tiew of the tact that such purchase programs 

cor.pe~ec with OU~ warti~e purchase programs in Latin American countries, Fo~eign
" 	 . 

!iUncie CO!l.trol discourl-:ged these stockpiling operation6. 

A co,-siter~ble volume of trade in foodstuffs, raw materials and manu­

facture~ goode flowed between Latin America and Europe. Even though the goods 

• 	 flowed C,.1rectly. the payments in the large majority of instances, were effected 

t!1rcug!:. !if"ol. York bE-ceuse no other mean. were available. Tbi s permit ted Fore.i gn 

z~de Control to scrutinize the circumstances surrounding thou8~ds of shipments 

thLt othe~iee would be outside the puxview of the United Stntes. P~vment8 which 

involved luspicious rima were .topped and the apparently clean cheeks which carry 

Proclaimed List endorsements were held up until the underlying tr.ansaction was 

invutigrted. 

In add1tion. the Control l • reY1ew of the tlnancing ot Latin A.merlcan­

European trnde proTlded a fund of information ..-i tal to the agencies of this and 

other governmenh engaced In bloeka4e and cO!llDOdi t:r purchase programs. Joreip 

JUne.e Control', ITrade and !canomic Information-report. con8Utute4 the onl7 

comprehenstTe louree ot Information available on that trade troll! which Government 
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agencies such as the "Foreign Economic Administration" (refers to all pre­


decessor arganizatlons) and the State Departaent could construct the totel 


. picture of international movements of Ti tel metE"riols in order to eet export 


quotas. determine preclusive pureh&se program., or to, check on the actiYities of 

~spicicus individuals or cOMpani~s. Through these reports, for example, the 

St~te Department Vas a~e to prevent a duplicate shipment of maehin~ry and re­

placement parts for th~ Madrid Subway, onl7 one of Yhich vas authorized by export 

license. In another inst~nce, these ~rts indicated that a letter of credit 

was opened to financ'! $100,000 of oanned tuna fhh and salmon to Swiberland. 

Since these cor.::mod1ties were Tirtually unobto.1na'ble in this country, the export I 
Vas prohibited by the Foreign Economic Administration, although the letter of 

crcdi t could ~:ve bean opened under the, Sviee general licanse. 

Through the use of c erta.1n licensing teehluques, normal financial trans­

aet~one between the Uni ted States and lnropean neutrals vere required to be 

• 	 effected in a lnS.n!1er wl:1ch would produce the Swill francs, the pesetas, and the 

e.cudo.requir~ by this Government. 

The posi tive use of financial controll Yas likewise appared in Foreign 

Fu.nde Control'. -China Program ll • Under that prograI!l all assets and transections 

in the United Statu involTing China Yere regulated at the reauest of the Chinese 

Government and in cooperation with the Stebiliaation !oard of China. Because the 

'bulk of China's trade and tinancial tranaactions Yere effeeted in dollarl a.n4 

Iterling, thll joint recalation in ooebination wi th a ail!1ler control b,y the 

:Br1t.iah helped China appl7 an .fteeth. control over foreign exchange and trad. 

operationl. !h. \riparUt. arrangement permitted China to uerciae control DOt 

onl1 in her free &rea" but allo in her terr.Uories oceu.p1e4 b7 the Japaneee. 

.t 

• 
 -11 ­

, .-" 



or more 

trom iJ:UUvidual.•• 

" , 

( 5.' Procurement of Vital l'ine.nc1e1 Informa,tion. 

'. In June, 1941, the world .ituation which reeu1ted in the extenlion of 

freezing control to the entire continent of Barope also made it imperative that 

thie Government obtain comprehensive information on all foreign-owned property in 

the United States, including that held by non-blocked countries and their national•• 

Foreign Funds Control mde provision for rIP orts on Form !!'R-3OOby all persona in 

the Unit ed St,ate. MviO€ custody, possenion. or control ot &rlj" propert 7 in which 

a foreign nationnl h&d an interest. direct or indirect. J'oreign nationals who had 

arrivee. in tUs country since June. 1940. were alBO required to report their own 

property.;J 

About 565,000 reports Were Inlbmitted. The 8t~ of these reports, which (' 

1 s ne.'1.::-1y completed. sr-.o'Ws that total assete in the United States belonging to ";JV'{ 

persons in foreign countrieE amount to about $12.?OO.OOO.OOO. ot vhich over \'. 
$6.000.0~0.OOO 11 h~ld by blocked countries and their nationals•

• .­
'\ A.s the var progreesed, it bec~e apparent that the, Treal!lU.I7 and other ........ 

agencies o!' thil government needed more Infort'lation on American property intp.resta 

abroe.e. not only to deal vi th blocked countries and to meet problems of reoccupation 

but also to enable this government to perform its duties Informule.Ung the :pee.ce 

and t!.k!ng its place in the post-var worle.. In June. 1943, persons subject to the 

j~adiction ot the United Statea haTing toreim asaets valued at $10,000 

vere reCl.u1rec! to tne report. on lorm '!l'B-SOO. J'oreico-111'Ued .ecuri ties held 

in thi. CCTC:lt17. aa vell aa propert7 Pb1wicallT 10CRted abroad, Were covered by 

the requ1rements~ 

Some 235,000 report. were .u"bm1tted. ot whIch 171.000 came 

\. Prelimin&..r1 tabulations, which mq be .ubject to couiderable cbaDge in the final. 

analysh. ir.dics.te total holdinge abroad ot approz1Jlatel7 $13.000,000,000• 
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6. 	 Liberated Areas Pro gran. 

The liber~t!cn of te~ritor~r which had previously been under enemye· donination in:posed hcavyac..d.itional responsibilities upon the Treasury and, in 

tUTL. upon the Ita!f of Foreign Funds Control. !y order of the Prelident, the 

'1'reasury vaa initially respondble for applying comprehensive financial, economic 

and property controls in each re-won area. The Icope of ita operations in this 

fi~ld vere in direct relation to the .acc.as of the militar.y advance. 

!'he Borth African ex.pe:-ience 111ustrat,!!B on a amall eeale the. t1Pe 

of problems vhich the field etaf'f of Foreign lUnds Control val required to meet 

an~ the work v~ich the Washington of~ice of Foreign JUnds Control vas, called upon 

to do in preparine programs for territories liberated or then near liberation. 

e 

One of the fir~t reQuire~ents in the liberated are~e vas the esteblish­

ment of adequate and raliable financial facilities for internal and external 

operations. Reliable f'ina.ncial ehaI'.nele were essential to ,(1) the BUcceaetul 

financ1~g o~ our militr.r,r forces in the area, (2) the importation of material. 

needed iI:. the area and the exportation of materials uleful to the United Nations, 

and (3) the adequate operation of the internal econo~. The possibility of using 

exietiDb fir2Icial institutions to provide these f£cilities vas complicated by the 

~er of rema!.c.1ng enemy influence. J.ecordill8ly, the eta!f. both in Walhiagton 
. 

an.d in the field. uerehed ever;y preea.ution before any Borth J.:t.'rlcan. financial, "! 

In.titution vas permitted to deal With the Unite! S\atee or before itl representative. 

In thia countr,y vere accepted for catl'7inc on tranlaetionl here. 

:ror uample. after careful. iaYestigr.tion .. propoaed agent in the United 

Stetes va. preTented from actinc on behalf of the lank of Morocco becauee he Val 

found b7 loreip 1w14. Control Illve,t1gatore to h8.ve (1) acted aa an ag.ll~ iD. ~he I 
..,f 

'I~t 
United States for two bank. on the Proclaiced Lilt; (a) participated lna Icheme 

• 	 1 
, 

- 13 ­



whereby tunds in the South American branch of an Italian bank were tranafe:'re4 

fron New York to an Argentine bank and thence into the control of the It~~ian 

interestE; (3) vi thdrawn hiB persona1f~s from a Nev York bank in violation of 

regulations just after Fra..ace was frozen; (4) associe,ted vi th and. held a fin.ancial 

interest in a firm controlled by' a person on the Proclaimed Lht; and (5) -rt&ited 

Paris in 1941 with the permission of the German authorities and prOmoted the 

interest of ~tion6 plants in occupied France. 

There Was a tu.rther requirement for effective inves~iga.t1ve work and 

adequate IS8.!lctiona to dr;y up poedble lourcea of .6.rls :rinanci~ still in the 

11berated area.. In thiB respect the 8i tuation in, each area vas %'O'1lghly the Bame 

as that confronting Foreign Funds Control in the United States. .6.rla or collabora­

ticnist ownership wed underground. Unless the true control vas discovered and. 

,neutml! ZK. money 8-"lc' property were available for labot'sge. eapio~ef and the 

pu.rel:a.se of strategic IIIB.terials i,n the heart of our mil! tal"1 installations. Investi­

• gations of such persons or firms Vere conducted both in the United States and in 

the areL. Information available free both lourees often rounded out a complete 

story of enentY affiliation. »y cocr'....J.:l:".ti.:l,:: foreign and domestic investigations the 

Control Vas able'to throW a ~tllght on the operations of two large French bankl 

whica cO:ltrol Ta8t indu.&triea in Borth Atrica and exclude them b. the Itrateg1c 

period from a:tJ:1' operations in area.e IJUbject to our control. 

~e Lnveltlgation of one of these banka 41lcloledtullT the role lt had 

pl81ed in &l"1'lU\g1nc lranco-Genaan tinancial oollaboration. Pra.ct1e~ly allot itl 

partners and alloeiatel tigured prominently 1n the VlcbTGovernment. One ..soclate 

plqed a lea4!ac pan In t~ necotiatlone of Jul.;y 1940. tacl1ltatinc the l'UrreD4er 

of French In4o-Cb1na to the Japanele. .6. lecOnd &aBoeiate val (1)' anager ot a 
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• 
Franco-Ger::lB.D. iro:l. and steel cartel which ad.m1!rl shred the program for banding 

ov~r tt£ eontrol of all large French enterprises to the GerQ&:l interests; (2) 

Was responsible fo~ the organization of the French chemical industry into a unit 

ofwhicb the Gerr.tan I. G. l'arben owns 51 percent of tbe stock; and (3) as Minister 
,i 

of the Interior toured. Prench North Africa to exploit the production facllitiea i 
\ 

for tbp Germans. Another associate Was fO'~d to be the ~ving force. behind Vicby'a 
. ! 

I 

fi.:::.ancial decrees which organ! zed :France's banking insti tutions within the Franco­

Ge~ econom!c pT.ogram. Still another baa collaborated closelY with the Germans in 

developing fi~~ciA1 arrangements to COVBr the occupation coats and other decands 

b:: thc Ge r:nans. ,. 
A further :l.eceasity for the Un! ted. States in the newly liberated area 

I 

Was el1.n!.!l.9.tion of co:nrm::.:lication and. trading wi th the enenw from the newlj"....IiJfon. 

area. From the view point of allied milit~ry operations, this measure was of 

• 

part! cular iI:Iportance as long as the enemy held ~ territory. Every precaution ; 


.~,was required to be take:lin cooperation with all agencies in the area to destroy 

,
possible vehicles for tra:lsmission of information to the enemy. Furthermore, as 

more and lDOre terri toTies were liberated. and. the ene:::rry waa correspondingly weakened, 

his efforts to use his va..:Ung reaou.-ces increased. ~e agents and colla.borationist. 

who Vere left 'beb!n:l doubled their effort. to send financial. and economic aid to 

the en&::lY. 

fo .harpen control I OYer trade and communication, TreaBUr7 representative. 

vere able to .ecure the islltWlce of the 'Tn.d1nc vi th the Inemy O~1lAllCe' by the 

French .African o!'.ticiall. Yet, in lIPi te of reculaUonl. certain collaborationid 

!lI.Bn8gerl of a bank in Morocco "ere aetual17 able to .pint $700,000 in gold troll 

Bortb Mrica atter the cOJ:lpletion ot our' invuion. .Acting upon the bull ot il­

legal communications trom Pari. the collaborationiltl flew the gold to a neutral 
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country to 	be used to finance Nazi pu.rchases. '.!hese machinations vere invest1- , 

• 	 gat~ by Foreign Jllu..nd.s Control reproaentativ6s vho made a detailed report of the 

facts s~rroundine the flight. ~ore!sn Fund.s Control thereafter ordered the 

segre~et1on of and. specia'.ly blocked an equivalent $?OO,ooo held in the United 

States by t!le }.toroccanbank for such disposition as this Govern:nent may deem 

d.esirable• The violators of the Ordinance were arrested.. 

• ~o meet these various requiremects in liberated areas, FOreign FUnds 

Control assembled. all avallable economic and financial information which vould ba 

of use to the liberating forces. In particular. theY' concentrated. on the coll:ation 

of ~~t~ on the significant operations and. relationahip of official arJi private banks. 

t~e other financinl institutions. and. the induitrial combines in each territory 

to be entered. They mP.d.e available members of their staff' to ad.vise with respect 

to the institution of the necessary financial controls in liberated areaa and to 

develop ne'W con~rols in the light of locel conditions • 

The effective application of freezing control mear~es Vas not accomplished. 

merely by ~~e ennctrnent of suitable legislation and. the establishment of appro­

. p:-!ate rp.gJlationa. It required. an active and ne%1ble administrative organization 

vhich vas able effectivelY to el:l.force the objectiTes of the Control. It reqll1red a 

competent and imaginative stai'1' ca;pa'ble of rapid adjustment to constantly' changlac 

proble.who vere tbo~ fu1l1ar vi th the ai.1 ot the Control and vi th the 

techniquel which .tcht be Uled.. 

!he Tre8lUl7 Department oreated ncb aD orp.n1zation in J'ortdgn .lUnds Control. 

!;y the time the operation. o! J'oreign Jwlda Control had reached their peak, 701"8111' 

Ju.nd..s Co;1trol vu 41Torced trom the O:ft1oe ot the Seoretary and accorded leparate 
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ad:n1nhtrative status cO.r.l'.PE'..rable to other bureaus of 81rllilar ahe a.nd importance• 

• It1wne supervised by e Director who Was elso Aasistant to the Secret~ry. subject 

to general direction of the General Co~sel. It utilized the services of other 

Depart~ents of, the Treagury Depart~ent to perfect its operations. A staff of 

lawyers vitr~n the General Counsel's Office were assigned to devote entire time 

to 'freezing control legal problems. B'ig:-J.y trained economists from the Diviaion 

of ~·ionet~· :.esearcl: .... e!'e ecplo:;-ed in the B.llAlysie and solution of the ~ and. 

ccm)leA problems 0: economic and financial policy confronting the Control. Customs 
, 	 ' 

0:::Ci3.18 policed our regu:~ticns with respect to the control of securities and 

cu!'l'enc;t". The Office of the Coordin.e.tor assisted the Field Investigative Staff 

of ioreiE;11 Fun:3.s .Co:1trol in its inves:ige.tions and eIrl'orcement problems. Close 

coope!":::. ti or. was mP": ntained wi th the :9-J.Teau of Internal Revenue. 

At tie peak of its operations Foreign Funds Control. whose staff both within 

anc.o".:tside of ;;asrJ.~ton Ir.ltrlberec. approxitlately 2000 people. was orga.nl:z:edinto 

• 	 fo~' !:.BJo.: divisions w:-J.ch We-:-e. int-~rn. sub-d1vided into cleE'.rly defined operating 

~!tf. 7.he Licensin£ Division. which developed and implemented the licensing 

pol1c1 eE to cc.r::-y out the major programs of Foreign Fund.s .Control, was made up of 

t~!'ee, eepl"..rste sections: ~ineee and SeC"~i ties; Liberated Areas; and Trade. 

':'he Enfo!'cetUe::lt Division. which 1nitinted and developed programs to increase the 

effectiveness of the freezing control and to direct its enforcement. was made ~ 

of four individual nctionll CensorUJp blationl; Compliance; J'orelgn Enforcemut 

and .Program .Plan.n1nc. b. a.M1 Uon, the Intorcemen~ Division had neld It&ffl of 

investigators in Hew York. Ch1ca.go, San J'ran.cilco and Loe .Angeles. The StatllUcl 

and Reporting DiThion. which 48Yeloped. 41rected a.n4 carried out the ItaU.tic. and 

reporU~ program in Jore1cn JUDd. Control.based on the CUINa of foreign owned 

propert7 in the United State. and the Ctu:l.Wl of .6mer1cDll owned properl7 .abroad, Yu 

.l . 

• 
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organized into three sactions: Property Accounts; Statistical Operations; and 

• 
Machine Oper&tions. The Adm!~strative Service. Division. which provided Foreign 


Funds Control with administrative ~e~ent services and advised generally on 

the pro"clams 0: organizatio:lal and operation relationships. was organized into 

throe sections: Personnel; Budget and Planning; and Office Services. In additi~n. 

there Was an Office of the Special .Assistant to the Directo:- which Was che..rged 

prinar~ly with representing the director in discussions and negotiations with 

foreis~ gove~ente and diplomats concerning the policies of the freezing control 

as relatec to their interests. Directly responsible to the Director vere three 
" 

fiele. o!"e;ar.izat~':l!'lS: the Rs:waHan office which carried out Foreign ru.nds Control 

ope:-atiCI:O in the ':'erritor:1 of Hawaii a.o.d advised the Oivil Gover:lor and the 

!:lll1t:-!.ry a-..:.":.l:o::-iti-:s on the policies and procedures of the free:z:ing control; the 

Libcr[J.tec. Areas Staff 'Which consisted of Treasury representatives loct-.ted in areas' 

li bera t ec. fro:'L enemy domnation 'W!'!O were charged vi th the respondbill ty of 

• 

(.... 


genp..::.11y assisting the fo!"eign goveruments in the development and application of 

fisc~ fi~~ci~ and banking, property contrel meaWU:CB within such areaB and 

to inte~~te such me~~~::"es with those in e~fect in the United States. ~ne Puerto 

Rico O!:'ice carried out Forei~ Fu.nd.s Control operations in Puerto Rico and advised 

the Insul:-r Govern:::lent aa to the policies a.nd procedures of the freezing control. 

Since the direct application of the freezing control 'Was effected principally 

th~ugh the bankinc .,..te:n. the Trea8Ul7 .elected the 1.2 Federal ReserTe 1la.Dk. 

to act al it. field office. in adII1ll1stering the C::lntrol. Each of these JederaJ. 

RelerTe !ankl maintained clole contnct with the ~ and other (inancial inat!tut10nl 

in its cU.triet and t.hu.8 provided effective re&1oDal' adIIIW.tration of t.he policiel 

established b;y the Control. ~e ind1ridual banks in turn, Were kept adviae! tbrou&h 

,
Federal l'~.erT. !ank. of the. rules and regulation. cOllcerning transactiolll a.tfected .. 

by the freezing control. 

• 331351 
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The banks regulated their own transacti9ns and those of their customers in 

accordance with the policies of the Treasury Department. In fact, the major part 

of the enforcement vas done ~ the banks themselves. A bank vhich participated 

in a t~saetion in violation of the freeling order or regulations vas not only 

subject to severe penalties but vas also llkel~ to find the contracts entered into 
t 

in violation of such regulationl vere unenforceable. Thus. the banks had an ! 

interest in enforcing the Order both because of' their delire to cooperate in the 

war effo:-t anc. because of the fact that the~ might be held criminall~ or civilly 

responsible for any transactions in violation of the freezing regJ.1ations in which 

they might heve been involved. In recognition o~ the fact that a heavy responsibility 

was ple.ced on the banks for transactions vhich. in JDan7 eases. they themselves did 

not initiete and vlth respect to vhich they may not have ~en in poslession of 

all the facts, Foreign ~~d6 Control generally took a lenient view of unintentional 

or purel~ technic31 violations• 

• !be administrative advantage of .operating through the 12 Federal ReeerTe 

:B8.!l?..a anc. the 15,000 co~e:rc:ial ba.nlca in the United States cannot be over emphasize... 

Atfectj~e liaison between the ~~s and Joreig~ Funds Control vaB secured and main­

tained through the operationaof an advisory commi ttee of' ba.nk:e:-s, k::p.ovn as the 

':Uoree CO:::11ttee l • This committee not only ee"ed as a medium for adrtdng Foreign 

JU::.ds Control hov to meet techniClll banking problecs vhich might be involve4 in 

J'oreign hnds Control reculationa. ba.t also &eailted in educating the principal 
. ,

banltI fJll&8&ed in foreign bu.aineaa. thus providing for .ffectiYe adm1niltration of 

the regulst1one. 

Jeeauee the aeth1tiel of J'areicn JuD4a Control affected .0 JII8.D.7 alPect, of 

our dome.tic and international relationl, the Control cooperated cl0881y v1'h ~ 
J 

• 
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.. ,. other Government agencies. A close llaison vas me1ntained with the Department 

of St~te., O!fice o! Censors~~~. 70reign !eono:de Adndnistration. ~time Cocmission, 

liavy end Wa.r Departr:ents, the Federal lhreau of Investige.t1on, the :Bureau of 

Immigration and Naturelization, the CoorCinator of Inter-American Affairs. the . 
Office cf Strategic Services, and the Office of the Alien Property Custodian. 

l~jc1" poli~ decisions were freque~tly considered by lnterd~rtmenta1 groups. 

The ee~:ces of Foreign Funds Co~trol were used to implement many of the operations 

of these d.epa=tments. For e%EUlIple, Foreign Funds Control inv,estlgated for the 

':,"a1" De:part~er.t the branches of neutral i:::uJ".l.rance companies which operated in the 

Unitec States under ihreign ~d£ Control licenses and was thus able to asslst the 

War I:ep6.rtment in developin~ an approprie.te aeCUl"i ty program consistent wi th our r 
Ddl1tel:T oCjecUvE's 'to be follo1lled by foreign owned. insura.nee companies. lb' the 

aamt tok~n. Foreign IUnds Control was enabled from time to tice to Increase ita 

ef!ec:ive~ess through securing assistance from these agencies. Fbr example. the r• 	 !
Office of CenBorsr~p ~she~ to !oreigo Funda Control appropriate dispe.tches 
t 

w!llch revealed financial scheees In!m1eo.l to the lnterests of the Un! ted States 	 i 
t 

and which vere ln violation of Foreign Jtinds Control regulations. Theee Bchemes 

eo1.:1d as e. res'Jl t either be lnipped in the bud-. or 8!'lDropriate pun1 tive action was 

ts':{en. Frequently, lore1gn :tunds Control worked joint17 with one or more of theae 

departlfe:lts to eecure a prlmar.r objective. l'ore1gn Jlw::l.ds Control. together vi th 

the J'o'rPip !eonomic J.da1l1iet1"ltiOI1. ".. able to .top a Swed11h COD1paz:IT from 

lendin& 'ball-bea.r1nc parle to Germn:r. tbn.a cutting dovn Ge1'!llBl:J7" prlma%7 louree 

of eupplj tor th1e Itrategic _terial. To nceelld in accompl1Bh1D& th1e objective 

J'oreign JIw::I.4. Control cut off practical17 all tinancial relationship. 'between the 
r 
~ Uni ted State. 1IU'b.1418.l7 ot the Swed11h firm I!Lll4 1 te Swe41ah parent. 
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I 
Actu.s.l.ly, tt.e administre.tion of Foreign Fund.s Control throughout its \ 

histo~ cannot be considered a costly operation of this Go~ernment. Funds 

in the amounts listed below were granted b~ Congress for Fo~eign Funds Centro1 

ops~ations !ro~ 1940 through 1948: 

1940 - $ 700,000 1944 - $3,825.000 


1941 - 616,000 1945 - 4,000.000 


1946 - 2,OOO,O~~ 

194:3 	 - S.146 , 2:)0 1947 - 1.000,000 

1949 - $27::.000 

• 	 r 
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