PERIOD OF DEFENSIVS ELOCKING, JUNE, 1941-DECEBIR, 1941

As indicated above, events movelquickly in Burope from April 1940 tc

June 1541, During this same period 1nterna£iona1 pressures were belng exerteﬁ
in other parte of ithe world. The coufse of both Itely and Jepan had been causing
disqpietude thronghout the vworld for many years. Italy had thrown in its lot in
active war vith Germany ahortly before the collapse of Frende, Pfégrésaively
alienated from the democracies and hopeful of easy booty 1t had Joined with Germany.

/ Japan, the chief ally of the Axie, had profited from the democraciea but now
had become an active collaborating member of. the Axis. Japan also haa been an ally

of. the victors 1n the 1ast var and had gained considerablv 1n the alliance. Its

'31 army and navy had been éalled upon but lit‘le. Its 1nduetriea had profitably
expanded._ It had been the recipient of friendly foreign financing. It did not,
as Germany. profit from the furtherance of ite plans by the process of borrowing
and. defanlt'V1ts 1mperial and industrial bonds vere eerviced until Yorld War II,
Prior to World War II the financial and industrial organization of Hanchuria
had been completed. Since 1937. Japan had been attempting the conquest and
'absorption of China.and at the same time, 1nternally and by forélgn trede, parti-
cularly vit§ tye dgmopracies. was supplylng itself for even greater conguert,
To assiéf‘itd ovn‘eipgnsion bé force, Japan edgerly endorsad the German plans of
conquest,

The three Axis povers had certain similarities. All had actively adopted
conquest 88 & mational policy. All had profited by friendly relations with the

democracies. Each had been able to secure the conquest and {ndyetrial and financisl
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absorption of an impOrtant area without general war and was engagec in the

conquest and absorption of others,

1 ¥With conquest growing both in Burope and Aela, the free use of credits wiﬁhin
: ihe Trited States would, in fact, have mede the United Stetes a substantial con-
“tritutor to the caﬁae of thé inveders by acting as the financial medium for the
-supply of goods and services even though the Neutrality Act of 1939 forbede direct
trede with an aggreaaor; Credits of the aggressors too could heve been used for
sabotage and espionage to the detriment of the United Statee and its world position.
The unauperviaeé use by neutrals o thelr property might be contrary to necessary
 policies of the United States. And'laatly. the unaﬁsve?ed quection became more
1neiste:£ = had Germahy and Japan; which had so cerefully planned their economic
“and financial warfare elsevhere overlooked the United States? Outposts were here
in abuniance =~ the branches and affilietes of I. G. Farben arnd Mitsubishi are
Just two examples of the extent of the Axis penetration ir the United States prior

to 1540,

‘Many things which the enemy required for the continuance of hie aggression were

pot within hig borders, nor were they availadle from areas uﬁder thelir contrel,

' Pr&ducts of the Western Eemisphere, of Africa and Asia were urgently required for
an efficlent operation of the Aiis war machine, Modern warfare, which was dependent
on large scale production of the powerful and complicated war machines of todey,
vas also dependent on the operation of a highly complex eystem of production, -
trangportation and commnieation. 4 comblicated machine ig likely to be more
poverful than a simple machine but it is, at the same time, certain that a shortage
of one or two essextlal agents of production will .cause more damage to the

. ‘ cemplicated mechanilm.
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The importance of these economic trends on behalf of the Axis and their

' potential threat to our defense was early recognized by the Treasury. From May,

1940 until June, 1941, the Tr;aau:y preaspd‘for.State'e approval of a rrogran
vhicﬁ would apply the freezing control to the funds of Germany, Italy, Japan
and the neu;:alp. State Department was opposed and continued its opposition
during this entire period because of the political iituation then prevailing.
On the other hand, the epposition b;- the State Department did not prevent ue from

contimiously arguing the desiratility of sxtending the freezing control, particulerly

a8 it became more and more aprearent that Germen, Italian arnd Japanese funds were

leaving the United States and going under cover in Latin Americe, particularly in
Argeatina. We tﬁuldrnot have fulfilled our responsibllity if we had noﬁ protested.
By the same token, the State Department had the final word on this issue as they
propeély ghould hgve had on a matter of thie na*ure which would have caused reper—
cugslons in the diﬁlQmatic and political field. “

By October,.1940, the Attorney General joined with tﬁe Treasury in pointing
out to the S8tate Department that thefe wae perheps oo greater siep that might‘be
taken to stop subversive activities within the United States on the ﬁart of the
Axie than the fréeziﬁg of thelr assets in the United States. The F.B.I. and other
enforcement agencies could uncover isolated instances of such activities, but
the real way to stop thﬁm would have been to padlock their purse, It is true'that'
such action wouldkhate prevented isolated transactions; but subversive activity

operation 18 a very costly operation and the mdre difficult we would have made it

for them to carry out those activities the more we would have accomplished.

Moreover, Treasury officials recognized, as early as November 1940, the

importance of economic power as a weapon of modern war; the 1mportance.of'utilizing

the freezing control powers of the Treasury Department for defense; the strength
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for defense implicit in coordinating the activitlies of the many depariments

and azencies of the Government exércising economic poéers. The economic powers
0f the Government available for defense were manifold., Strategic and criticel
rav materials, as well as machine tools and othér.finished goods necessary for
var fu:poses. could be kept out of the haﬁds of'othef nations by the use of the
embargo povers. The exportation of such goods could be curtailed by control over

{y the Treesury pnd the Control over property, etc.,

itine Commi%EEE?. Forelgn exchange and the wherewithal of

ship movementpaxercised

exercised

other nations to purchese goods in our own or other markets could be seriously

delimited by the use of the freézing order, Toe fréezing control could, in fact,

amount to an import embargo.n Thepurchasing power of the Government in fo-eign marzete

could be used to make necessary wer material unavailable to other nat*ons which aﬁﬁ“f'
in 1540 were spread all over the Government and were belng used in an uncoordinated

msnner without proper tihingzilln the interest of self defense it was imnediately
recognizedAby certain Treasury officiele thzat an over-all committee should be

created to coordinate and handle these economic defense matters. Exploretory

discussions were heldAcontinuously between Treasury officials and officlals of

the Department of Stete, Justice and the Foreign Economic Administration, then

" known as the B,E.W, |

In December, 1940 VTreasury officials initiated interdepartmental discussions
with 8 view to securing en extension of the freezing control to all of Continental

| Purope, and the desirability of coordinating the various economic warfare: functions

within the Governmeqt. At that time there were two mejor organizations in the

field: Ibreigg Punds Control aend ExportvControl. Export Control was ﬁriginally

established under an Administrator of Export Control who was charged with the
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functions of administering in accordance with a policy determinéd'by the State

Depzrtment., An order was actually prepared in December, 1940, which would have
hgd the effect of extending ths freezing control and coordinating the activities
of Foreign Funds Control and Export Control together with the preclusive Buying

progran in which the Government was already engaged. XNo ection, however, was taxen

on these matters until Juﬁe 1841,
A, DEFENSIVE MCTASURTS ‘
1. Extended Blogking

Actualiy, the Exeéutive Orﬁer extending the freezing control order was
issued in June 1941, Specifically, it covered the funds of the fellowing countries:
Albania, Andorra, Austria, Czechoslovekis, Danzig, Finlend, Germany, Italy,
Liechtenstein, Poland, Portugal, Sen Merino, $pain, Sweden, Switzerland and the
Union of Soviet Socialist quﬁblics. China and Japan were not 1nciuded under
the freezing control until‘July 25, 1841,

¥hen the Executive GEder wzs igsued in June, 1941, extending this
freezing control a press releace was ipeued stating boldly for the first tine some
of the purposes of the freezing éontr61 end the reason for our action, The press

release stated!

"In view of the unlimited national emergency declared by the
" President, he hae today issued an Executive Order freezing immediately
all German and Italien assets in the United States,

"At the same time the Order also freezes the assets of all invaded
or occupled Furopean countries not previously frozen, These include
Albania, Austria, Czechoslovakia, Dangig and Poland, The freezing control
will be administered by the Treasury Department.

"These measuree in effect bring all financial transactions in which
German end Italian interests are involved under the control of the Govern-
: ment, &and impose heavy criminal penslties upon persons falling to comply
. herewith, The Executive Order is designed, among other things, tp prevent
the use of the financlal facilities of the United States in wayg harmful to
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national &efenae and other American interestis, to prevent the liguidotion
in the United Statee of assets looted by duress or conquest, and to curd
gsubversive activities in the United States,”

It was further stated in the Press release:
"With a view to implementing the control of German end Itallian as-
sets in thieg country and in view of the inter-relationship of international
“finencial transactions, the Executive Order has also been extended to the
remaining countries of continental Burope., However, it is intended that
through the Medium of general licensee the freezing control will be 1lifted
with regpect to Finland, Portugal, Spain, Sweden, Switzerland and the Union
of Boviet Socielist Republics, conditional upon the receipt of adequate
assurances from the governments of such countries that the general licenses
will not be emploved by them or their nationazls to evade the purposes of
~ this Order. Furthermore, transactions under the general licenses will be
gubject to reporting and careful seruting,

"Similteneously, with the issuance of the Executive Order, the President

epproved regulations ordering a census of all foreign-ewaned property in
the United States. This census will relate not only to property in the
United States belonging to cauntries and nationals aubject to freezing
control but to all other countries as well,"

Fo attempt will bPe made here to discuss the technicalities of tkis
Executive Order since this subject has been adeguately covered in the document
I  entitled "Discussion of Documents and Other Matters Pertalning to Fareign Munds
| Cantrol“, However, it might be significant to indicete one imporiant distinetion

of this Order from the earlier orders,
Executive Order 8389 did not purport to be an amendment to the old
Executive Order'lo. 6560, AExecutive Order 8389, as issued ié June, 1941, was
divorced from the old Executive Ordervé560. In the new order the President had
declared an emergency that permitted the operatian of the freezing control witﬁout
reference to the 1933 emergency. Obviously, it msde far more sense in a aepar&te
document rgther than heving it tacked on'to an amendmeht of the 1933 order., The
' titlo of the order ”Begg;ating transactions in foreign exchange for foreign=owned
. 'property. providing for the reporting of all foreign-owned property and related

matters" was more descriptive than the eerlier title which had been in very technical

terms.
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The form of the Order blocking China and Japan on July 26, 1941 was

. different froo that of the previcus orders. In this Txecutive Order, Chine and
Janan vae subjected to the freezing control by the mere addition of an item (k)
to Section 3 of the June 14 order 1isting China and Japan, "

The date listed és'the effective date for the freezing of China and
Japan wae June 14, 1941, The reason for that was that at the time of the extension
of the Control to the balance of Burope in June, the date of June 14, 1541 was
fixed as the effective date for all countrd es not specifically mentioned in the
Order in order to provide us with a reporiing date, Accordingly, when the Control
wae extended to Chinavand Japan the same date was reteined and the retroactivé aspects
of the pwoblemvvére handled through a general license,

Chinese assets in the United States were dlocked at the specific request
of Generalissimo Chiang Kai-~Shek, largely because a large portiocn of China was al-
‘ready under occupation by the Japanese. The administration of the licensing system
with respect to Chinese assets was to be conducted with a view to etrengthening the
foreign trale and.exchangé pésition of the Chinese Government in accordence with fhe

‘ visﬁes of the Chinese Government and in continuation of tﬁia Government's poliecy |
of assicsting Ciina,

In addition, there were th; international settlements as typified by
Shanghai, Although it had not been occup@ed.by Japan, it was in the control of
the Japanese, The Chigege were effectively blockaded and at the sane time the
city, itself, had not been occupied. Acccrdingly; if Japan had been frozen without
the Chinese having been frozen there would have been §rovided & simple medium for
ceircumventing the Control through such areas as Shanzhail, ﬁy freezing China,

including_shanghgi, 1t was poesible for ue to use the Control to make Shanghal a
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help to Chine, Goods were moving into Shanghel and a certain portion of them

were fiitering through'into free China, The same was true of Hongkonsg which was

under British control, These were the aresas through which goods were getting tc
the Chinese., The freezing control allowed us to plck out those in China whom
we wished to help and those in Shanghaiive wished to help while at the same time
_ leeving ue free to interfere with transacticons involving those we opposed. |
The significance of the freezing orde£ as aprlied to Japen was thet it
represented the first exaﬁple of joint acticn‘on thg part of Greet Britzin, the
Dut;h, Canada end the United Stetes, All'of'thege countries imposed economic
sanctions on Japan simﬁltaneously within a period of a dey. It was agreed the! the
veh;cle through whickL tlie ecoromic sanction eLould te applied with respect tc Japan
should be thrcugh the freezing'control because of its eminent fle:ibilityQ és
‘bas teer indicated; elmitareously with the freezing of Japen, China was frozer,
Thie 1s probadly a classic example of the flexibility of the Control, We were
%wf using it as & hostile economic weapon agairst Japar and at thé sene time using
it as & benevolent meaéure in thé cese of Chine,
Our Goverrment's policy in the Far East had no% beer crystellized by
July 26, 1941, Accordingly, althouzh Japan was frozen we moved very cautiously
in this arer and some of the documents tesued ae applied to Japan were not declsive
in pointing to what our'policy would be,
Oge of the prﬁblams that came up witk the extension of the Control to
the Far Best areas was the fact that Hawall and the Philippine Islends had sub-
gtential segrents of population which were Japenese or Chinese,

Prior to July 26, 1941, the operations of Forelgn Funds Control in

Hawall were very limited. There was no office there; only a few and inaignificant

applications were received from Hawali, However, with the extension of the Controlse

331:14



http:Brite.in

to Chira and Japan it became neceseary to ceal with its repercuscicns in Hewall
.and the Frilippine Isiands. For exaﬁple,'General License Ko, 55 wae addressed
to the protlen of business enterprises in Haweli with Japenese and Chirese
backgreunds, If wés ﬁot desired to paralyze business or subtsterntielly interfere
with i1t in either of these arees, Accordingly, the General License to busiress
enterprises engared in commercial activities within Bawail was issued allowing
ther to engage in all transactions incidental to the normel conduct of their
business within tke territory provided that the; did not engzge in any £ransactign
which an Ame;icén could not engage in, The license further provided thzt thece
business enterprises could not draw on their belances in the United States, nor
world they taxe any steps which.‘directly or indirect;y, substantislly dininishes
or imperils the assets of sucﬁ organization within the Territory of Hawall,
| It might be appropriate here to irdicate how the Britieh erwn Colcny
of Hongkong wee treated. General License No, 57 was lesued and provided that al-
thougk Hongkong was not part of Chine within the meening of the Ofder, it wes to
enjoy the seme privileges of the General Licerses which were igsued to Chira,
dctually, the Chinese general licenses were issued after tre Honglong general
‘license and we were in effect putting the cart before the horse. To appreclaie
tte significanee of the Hongkong general licemse it 1s important to know the scope
of the general licenses iesued to China,
(a) Qeozraphic General Licenses.
When the fundgmental objective of Foreign Funds Control changed
on June 14, 1941, from one of benevolent protection and coreervetion of the
assets of occupled countriee to one of agsgressive total economic and financiel
warfare, the remainihg unblocked countries of Burope were drought into the

scope o the freezing control, and friendly and unfrieidly courtries were
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blockeﬁ. To 1mpéde tte conéumgation of legitimate and innocent trans-
actiohs a§ Iittlé as possible.'certain friendly neutral ﬁgropea; countries
vhose territory was ocontiguous to enemy or enemy occupled térritory vere
granted general licenses, It will be fecalled tpgt,in the press relecce,
issued at the time the’extentioh of the freezirg control was effected on
June 14, reference was made to the fact that special provision would be
mﬁde permitting the 11fting of the freezing control with respect to Finlend,
ror£ug;1, Spain, Sweden, Switzerland and the U.S.S.R. ‘ :
| (i) Neutrel General Licenses.
General Licensea were granted to Sweden, Spainr
Poftugal and:Switzerlaﬁd aféer their fespective governments
gave guarantées and assurances to fhetUnited State§ Govern-
ment thet all the terms and: conditions of the general liéenses
would be strictly adhereé to. #
Theae gene*al licenses perritted consunmation of
trade and fi;ancial transzetio s with these countries without a
Vspecific licenae provided that the transactions wars. nét by or
on behalf of, or pursuant to the direction of any blocized ccuntry
or blocke&'national (otker than the country to which the gene:al
license is granted or national thereof); and‘provided elso that
the traanaction did not otherwise involve any blocked country
or blocked.national. Ir the transaction was not by or on behalf
xof thefgovernment.of the central bank' or equivalent institution
& duly designated agent certified or confirmed that the trans-

action complied with the terms of the appropriate general

- 10 -
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license, A trade or finaﬁcial transaction, accordingly,

;ould'be effected under such license with one of the geverelly

lidensed coantries only if the interest involved in_the trane-

action or the interest in the property affected were Ilntereets

of nationals'of'theAcountry to which the general licerse had

been granted or of the government or centfal'bahk of‘that country.
One of the questions that came up in connection

with the éxtgnsion of the freezing control to all of Purope

vas tﬁe status of Tangler. Originally, Tgngier haﬁ.been within

the joint control of France and Spain. At the time France fell,

Spain took over the area and the guestion arose as to whéther

Tengler was blocked. A ruling was issued (Generel Ruling No, 9)

adviping that Tangler did ndt come within the Spanish general

- 1icense (General Licernse No, 52). Although Tahgier was blocked

as part of Spain the Spanish Exchange Control did not cﬁver
Tanzier. Tangler was 1n a sense French erea and there were nc
exchange controls.. It was desiradble to bar transactions under
the Spanish generel license so far as Tangier wge concerned.
This constituted tke first whittlirg away of the Spanish gerersl

license.

(11) Rusgian Genere) Licenge.

| The general 1icensé 1sgued to U,S5.S.R. did not require
the formal assurences which had been requected of the European
neutral nations affected by the freezing order‘since'the U.S.8.E.
was an ally of this Government, ILikewige, the genersl licenses
iseued with respect to China, after Chinese funde were blocked,

didAnot require prior assurances from the Chinese Government,
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(111) Chinege Genersl L :
The China program as estzblished by Genersl

Licenses Nos. 58, 59, 60, 61, and 62 permitted trade between
any pert of China, occﬁpiea or unoccupied gnd the United
- States under §tribtly controlled conditions, In the case of
‘exports from Ghina‘t§ the United States it was required either
that the proceeds of such exports be made availabtle to the
Stabilization Boerd of China or that the ﬁranaaction be aporoved
.'by the Stabilization Board, In the case of imports into Chine
from the United States it was required thet either tne dollars
to pay for such imports be provided by the Staﬁilization Beerd
of China or one of the cooperation banks. This had the effect
of assuring thet on all transactions with China the dollar funds
were channeled to and from this Boaerd through apnropriate
designated compercial and Chinese Government banks.
Financial transactions between the United States and
China were likewise perritted only if they had the approval of
the Stebilization Barrd of Ghina. Finencial remlttznces could de
effectea.fromjthe United States to China only if the dollars were
mede available to the Stabilization Boerd of Chins, while financial
femittancea from China to the United States could be effected
only if the‘déllara far such remittances were proviéed by the
Stabilitation Board of China, or such remitiances vere.lpecificaily
approved by the Board, ‘ |
4 similar program with respect to China was adopéed by

Great Britain and, since the great dulk of Chi:a's trade and financizl
»
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transcctions were effecuea in dollars and ate*ling, the control

of the Chinése Government over the econonic gnd financiel activities

of e;en the oﬁcﬁéied aereas of China was ccmﬁle;g to an extremely
bigh degree. ; | | ,
In 1te purposes and effects the China program exemplifies
t&e‘high degree of effective control whi&h two friendly governmenfs
can exercise by interlocking exchange of Foreign ?unds Control when,
,the viclssitudes of wer and invasion call for the use of econombc
; a - weapons, Thig program achieved its ends by & friendly Tlocking,
| ‘accompanied by appéopriate gezeral licenseé designed to'meet the'
specific requirements.of the situation caused by thevunprovoked
Japanese aggressior agalnst Chiné. A .
(1%) Genorally Licessed Trade Aves
After the freeziag control waé extended to cover Chins
and Jepan it ﬁecame*practi@able to givé a designstion to those
| arzes which wefé_not ;ﬁbject to fhe restrictions of the freezing
control. AsVQill be iﬁdicateé below, with the adoption of the
.A Proclaimea iiét, General Liéense Fo., 53 wae issued which removed
certain pefso;s in Latin Ameriéa frqm.the effects of the ffeezing
‘ control. ;n 4ugus£ 1941, General License_ﬂo.vsﬁ wae amended and
the concept of the generally licensedAtradé area was introduced.
In this category of countries were iﬁcluded not only the Latin
American countries but the British Commonxealth ot Hations, the
Union of Soviet Socialiste Bepublics, tke Netherlanda East Indies.

. the Hetherlanda Wsst Indies, the Belglan Congo, Ezanda-Urundi as

331351'*9
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well as Greenland and Iceland, The Americen Republicé were

included in the generally licensed trade area since there was in

X exiastence a Proclaimed List for thst area..4W1th regard to the
“*5 3f1tish CohmonWealth of Fations, we.did not know whether the dlocked
nationals there were good or ba. but the intelligent plece to control
their activity was not from our end but from the British end, The
other areas mentioned above generally fell into one of these cate-
gories. China was excluded from the generally licensed trede area
because we never had a Proclaimed List for China and thet was an
area where one was needed, Moreover, ve had & Chinese progran and
under General License No, 58, as will be indicated below, the Chinese
could engage in transactions with any of the areas meationed in
General L;Cenée No, 58 rether than through General License No. 53,
(v) Statue of the Pniligpines and Hewaii.
: (1) Pnilippines.

. | . In general the status of the Philippines under the

Executive Order between April 10, 1940, and July 26, 1941, was

the same a8 that of any other ares under the juriﬁdiction of the

United States, 'Nétionals of blocked countries residingAin the

Philifpines were subjecf to the samé-restrictions as they would

have been had they been residing in the continental United States.

During this periqd Sayre, Hiéh Commissioher of tﬁe United States

in the Philippines, acted as representative of tke Secretary for

the purpose of administering the freezing cont rol pursuant to an

authorizatior fror the Secretafy of the Treasury dated May 1, 1940.

1%
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The éxtension of the freezing control to Chinz and
Jepan had & direct affect on the Philippines by virtue of the
econgﬁic inter&ependen¢e~between these countries as evidenced
by the fect thet (1) a substantial proporticn of the populetion
of the Philippinge wes Chinege and Japanese;'(z) trade flowed
between the Phiiippines and China and Japan, and (é) there were
extensive Chinese and Japanese interests 15 thé Philippines.

The Treasury had no representatives in the Philippines
to deél‘with these prodblems on a specific licegaing besig, Further-
more, 1t did not want to be fesponéible for precipitating an inter-
national incident through the application of the ffeezing weapon'to
Japan, Accgrdingly. it iasﬁed, coincldentelly with the promulga-
tion of Executive Order 8832 blocking”Chiga end Japan, General
Licenses Fos, 63, 64, and 65, dealing with Japanese and Ckinese
banks and enterprises in the Philippines, and trade between the
Pnilippines and China and Japan.

>Specifica11y, General License No, 63 granted generslly
licensed national status to two Chinese benks (China Bankiné
Corporation -:Philippine Banz of Comnunica£ione) and two Japanese
banks (Yokohama Specie Banks - Bank of Taiwan), Bank exariners
were placed in the Japanese banks and quelified men plac§d in the
~Ghinese banks to cooperate with the Treasg;y representatives who
arrived in the Philippines and set up‘aa office there early in
August 1941, °
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General License No, 64 deéling with trade between
the’PhilippinesAand‘china and’Japan was of very broad scope.
it licenéed'all transactions ordinarily incident td the exporting
and impo:ting of goods between the Philippines aﬁd Chine and
between the Philipﬁines and Japen under certain specified condi-
tions, It did not, however, permit traﬁaactions involving any
payment of tranefer from & blockaa gccount outside the Philippines.
In other words, if the dollers involved in a transaction were
in the United States, they could not be used to finance trade
between the areas designzted in tﬁis license, Actually, ver&
little trzde moved between the Philippines and Japen despite
thieg genersl license. In Hoveﬁber, 1941, when Generel License
No. 58 was anenled to control trade between the Philippines and
China, Genernl Licerse FNo, 64 was revoked, tus oiiminating
general licensé provisioﬁs for trade between the Philippines and
Jgpan.

Genefal License No. 65 permitted blocked Chinese and
Japenese enterprises to engace irn normal acfivities within the
Pﬁilippines; .Pursuant thereto they were allowed to engsge in all
transactions }ncidental to the normal conduct of thelr business
within the territory except thos; denied to Americans., The license
aid not authorize them to draw o; their balances in the Philippines,
Furthermore, they could taﬁe no steps which would directly or in-
directly diminieh or imperil the assets of én organization in the
Philippines,

-016-
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The most difficult problem met in the Philippines during

this period was to get the Philippine banks to recognize and follow

the generel iicenaea. There wes consideradle antipathy between the
Philippines and the Chinese. Conseguently the Fhillppirne benxers
were using the freezing controls to discriminate againstthe Chinese
rether than the Japanese and would not let the Chinese withdraw .
funds from bank accounts,
(11) Eawatl.
Pfior to July 26, 1941, the operation§ in Forelgn Funds
Control in Hawaii had been very limited., We ﬁaa no office there.
The prodlems relating to ?§reign PundsCoht?ol had been handled by
the Governor and one secretar:. Théy actually had had only two
‘applicafions ;ince the ince?tion of the Control and>those had been
sent on to ¥Washington. |
On Julyvzé,‘1941, menbers of the staff of Roreign Funds
Contro; were élready in Hawaii, The Island's businegs and banks
were found paralyzed, There had been runs on fhe banits, The main
problem for the firét fow da&s wa§ to set up an office and calm
dowa the community so that there would be no further runs on tkte
banks on the Island.
‘ Cooperation wae sought from the‘American, Chinese,

and Japanese bankers in Hawall, The American and Chinese ban¥kers
were first invited into a meetiﬁg with membere of the Fbreign.funda

Cogtroi 8taf and discussions were held with them with respect %o

the history and meaning of the freezing control, That was followed
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by a meeting with the Jepanese bankers who, sfrangely.enough,
were quite familiar with the freezing controls.

General licenses were lssued for Hewall eimiler in
scope and objeqﬁive to those which were issued with respect
to the Philippines. General License No. 56 was addressed to the

proilem of business enterprises with Japanese and Chinese back-

,grounds.A They were allowed to engage 1n all transactions incidental
to normal conduct of their business within the territory provided
that.théy night not engage in any transaction which an Ameri?an could
not engece in, It was further provided thet the license did not o
authorize them to draw on thelr balances inAthe United States., They
could not take steps which would directly or indirectly substantielly
diminigh or irmperil the assets of the organizaetion within Hawail,
General License No, 66 was issued granting generally licensed

“f Al; ' national stetus to Chinese and Japazese bans in Hawali,

- Within approximately five days after the members of the
staff of Forelign Fu;&s Control had arrived in Hawaii the office was
operating et full force and business running shoothly. The protlems
in Hawaiil were nct prodblems of trade with foreign countries but
meinly trade with the main land, :

2. Q&g1n§_QiiEQ:ﬁléQ_Q!a2Q_EIQngx&z_ia“iha;gniizﬁ_§ia&££-
During the early history of Foreign Funds Control, 1t will be recalled,
a project to secure inlormation basic to the whole freezing program was undertaxen,
With the freezing of Norway and Deamark the Treasury had requifed reports of the
. assets in the United States 'helonging to those countries and their naticnels on
' TFE~100. Beports were similarly required for the assets of other countries as those

courtries were frozen until Junme 14, 1941,
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The situation as of June 14, 1541, when the freeging control was
extezded to all occupied Buropean countries not previouely f:ozen, the azzressor
nations and the BEurcpean neutral nztions, male lmperstive a comrrehensive survey to
Cetermive the amount of fofeign property existing ir the United States not only
for the countries tlocked but for ell other countries as well, Certain reasons
are obvious why this censusg was épplied to the property‘of non—biocked counfriée.
even tbough friendly. as well as those affected by the Order. The coﬁrse of

the war and what nations might be overrun could not then have been foreseen,

Change of title might fun'through vérious countries including friendly, unﬁiocked
countries, Axls agents might be operating in any country.
The census was dirgcteﬁ toward showing not only the amount of property -
within the Unlited States, but the identity of the persons holédinz 1t, threir
felétion to it, and the type and kind of property. The cenéus was of a scope
and detall unprecedented in the United Sfates. The Treacury regulation 1mp1em
'{f‘ﬂ' ' ménting Executive Order 2322, which was issued in June 1941, called for the
propéerty reports on Form TFR=200,. At the same time a public circular was issﬁed,
suprlemented by questions and answefé a6 to the manner and method in which these
reports should be mades ‘
Reports were required from all pereons owning, holding or contrélling
’ any type of property in which there vwas anylforeign interest direct or indirect.
All corporations or otﬁer busineés orgaqizations issuing shares, bonds or othér-
tequrities vere requiréd to report the interest of each foreign national as ap~
peared from thelr bookg. Every agent or representative in the United Stéteé of
any forelgn country or of any foreign national had to report any property which
‘he held for his principal. Every'partnerﬁhip, trust, corporaticn or organizatim

$ssuing shares, donds, debpntures or other securities in which any foreign country
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or rztionel ked any interest on either reporting date wes required to report
such nationels and their interest in sach securities. Where two or more nationale
haé an interest in the sane prpperty, a eeparcte report was required for esch
natlonal,

In order to déter@ine the amount of property which might hieve been

tracsferred from the beginning of freezing and to enable the Government to

trace such transfers should that be necessary, all persons reporting were
required to speéify the amcunt of property on two separate dates, June 1, 1340
and June 14, 1941, If reportable property was held on one dete but not on the

| other & report wes neverthelees required.‘ N6 one was required to report property
less thet $1,000 in value exﬁepting property of un#scertainable value such as
patents,A In the caée of the reports called for witk resject to Chire and Janan,
a third reporting dete - June 25, 1941 = weas added, ;o provide a current plcture

;/’d ’ of Chinese end Japanese assets in the United States.

All "nationals of foreign countries™ living within the United States
were reguired to }eport,§ith respect to any property subject to the Juriedlction
of the Urnited Statee in which they hed an interest, The effect of this require-
ment, bhowever, was greetly reduced by certalr general licenses., No one was
»obliged to report if he hed been domiciled in and & resident of the United Stafes
at all times on and since June 17, 1940. except nationals of certaln invaded
countries whose period of un;nterrupted reslidence bad to begiﬁ et an earlier
date (the date of freezing aes to them).

' The property required to be reported 1nc1uiea bullion, currency, and
deposits; all types of securitles, drafts, acceptances, letters of credit, promissory
' ~ notes, dedbits and contra'cts; varehouse receipte and bills of leding; goods and

" merchandise; mackinery and equipment; jewelry, precious stones an&'precioua metals,
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objects of art and furni?hings; real property, moftgages and other rights in
lands; patents, tredemerks, and copyrights; estates and trusts, partnerehips and
pfofit sharing agreementb; ingurance policies end anmuities; and other properiy.
lnot otherwise claseified.

| The repoffs on T¥B-300 éalled for additional information intended to
[ bricg to light other forelgn interest in the reported property end other property .
in which the reporting national might heve an interest. Thue, each naticnal
| feporting for himself was reqﬁired to list tke bafevdeposit boxes held in hie
~ name or to whick he had access, Furthermore, each natlional was required to give
a full etatement of his business connections. Information wes also called for
that establisheﬁ the nationality of each person for whose property a report wes
filed,

Tc‘facilitate }he repérting of fore&gn ownel property and the study of |
these reports the Treesury provided a specialized form of TFE-300 in elght series:
A Series 4 wes used for repSrting property of individuals

not engeged inkhueiness;‘

Series B was used for reporting property of govermments,
business‘entefpfises. non-profif associations and trusts;

Series C ?as'used by organizetions issuing securities to
reﬁort holdings of securities issued by thenm; “

Series D was used by banke and safe deposit companies

: té report safe deposit boxes:

Series E was used by benks to report deposit accounts,

collection items, czshier's and certified'checks. hankeac—

ceptances, and letters of credit.

-
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Series Ifwaé used by benks to report securltles in their
qﬁstody or heid by them es collateral;
Series G wes used by brokers to report balances, securi?ies.
arnd commodities held by then;
Series H was nsedAby ingurers to report insurance ﬁolicies.
" annuities, pensions, and claims and indedtedness arising under -
insurance policles,
Tﬁe Treasury received approximately 565,000 reports cf foreign owned
. property. 'Thesé 1ncludgd,150.600 reports'on sécurities 1ssued to naticnals. of
‘foreign countries; 135,000 reports on bank accounts of such nationele; 56,000
reportsAon securities held in custody by banks and brokers for such nat;cnals,
.end 10,000 reports of safe deposit boxeﬁ in wkich wuch nationals had an interest.
| More then 65 percent of all reorts were filed with the Federal Reserve Bank of
| Few York, BHowever, about 85 percent of the tctal assets were reported on forms
filed with trat bank reflecting the concentration of large accounts‘in New York
banking institutioﬁs. The dominantiposition of Few York in tﬁe financiel activities
pf the United States was further reflected in the distribution of Series E, F, end
é reports, the bank and broker reports, More than 75 percent of tﬁe first and
approximaﬁely 20 percen§ of the lést two were filed 1n thezt district, In 18485, the
Treasury Departiment published a deiailed report on the "Census of Foreign Owned
Agsets in the United States"®, based on an analysie of tﬁeAreports on TFR-300.
antrary to some gisunderstanding at the time, this was not an
"informer's report". The persons required to report were only th&se who them~
selves had eome 1ptéfest in or obligatiﬁn with tebpect toc property in which &

national had an interest, No one was asksd nor wes it even desired that anyone

331428




A

ghould give to the‘Treasury.his suepicions or beliefs of property in wilch &
nztiozel of & blocked COuner might heve an interest. The specifié'informazion
on these reporte Les been hercled with the greatesi eecrecy aud wee availctle
for exeninztion only to.a restr;ctea few in the Government where tle use of

such informntior was proven as useful to the prosecution. of the war, Vo one

‘fronm the pusiic was allowed to exemine these reports except the ﬁerSOH who

fired‘the feport or the pe-son on whose behalf the report was filed.

Daring 194§.when financial conditions in Burope begcnn to epnecr very
tevere‘anﬁ need for dollnrs becane acutet the blocted couniries recuestel this
geverament ;o mete evailsdle to them tre informsiion furniehed on the TF2-I05
rezorts to essist them ixn mobili;ing thelr dqller assose in the United Stries. ?hik
question received consiceredle attention br the Treasury. It was broight to a
hecé most directly b & specific reguest of Mr. Elum of Irnnce ig the gzring
of 194E, The following were gome of the considerations wozick the Treasury con-
gidered night favor ¢isclosure of this infor at*on to the foreign movarnreniss
(1) The procedure for defrosiing blocked essets would be brouztt to » successful
conclusion mush more rapidly; (2) such ection wenld be conslistexnt with tiis
govérnre“*‘s prozran for financial assistance to the Buropecn countries. For
exemple, 1t vould have permlttea the French to mobilize their assets in this

country to a practiicedble extent for rehabilitstion and reconstruction; exnd (Sl it

would heve lmproved our position in suprorting an& French demend thot Switzerlend

‘and otrer neutrels reveal informetion concerning Freach assets held in or through

suck cozntries,
The chief'érgume;t egainst revealing this informetion wes the fact thet meny

persons in the United Stetes, notably benkere and brokers, would undoubtedly reice

- strenuous protest. They would ccntend thet: (&) the confidential nature of the
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relzticonekipe between then end their foreign customers wes being impedrec; () their
foreipn customere were beins placed in jeoperdy with their own gevernments, pnrti-
cul=rly where substeatisl penzliies were in. effect for failure to declare foreisn

ggsetls

gnd (3) the information was collected by the Trecsury under the promise

that it wozld be treated as extremely confidential,

Those in trle Uressory wio févored givinz the informzticn to the foreign
governrents countered the possigle aboverbjections es followes (2) thet slthough
the infﬁrmatioq;on the TF3-300's was collected by the Ureasury Depertnent under the

-promiee thet it would be tremted eztréhely oonfidentiel, it wzs mzde clear thet

: , ' N
the informeiion wzs to e used for officizl pu%poseé of thie zovernmert; (%) thst
the exd of‘thé war elimincied remsons edvenced mos: often for seeping tiie informa-
ticn strictl& csnfidentiél‘nm namelyr, thot eny disclosure woulfl jecpardize the

liver of peopie in occupied couniries wno €ic nd report thelr assets teo the Germens;

enc. (c) thet elthouzh certain countries lilze France Lzl nmece provision for severe

N
“& Y penzlties fcr persone wae failed to declere their foreipn assste, it woe felt tia:d
L,
n te

" trese rezletions cqulé te modified a2s & concitisn to civins ihe inforztio

Frence. |
Afﬁer cozgideravle deliteration it wzs Cecided in the £rll of 19<6 not to

(ive thls infornztion to the French govarument or to any other governmeri who
reouestal it wit; reépect to its respective netionzls, vIn this coanection, the
Treasu;y alvised the Frenck Government along the following lines: "After the mos£
serious coneiderntlion we regret thet we are uneble to corply Qith the reguect
of the French'Goyernment for the inforzaﬁicn obtained by us on our TFB-SQO census con-
cerning escets In the United States owned by‘persons of Ffench nntionnlity residing

. in Frence or in French over—seas territories. The primery reason for this corclueion

is the feet that any:over-all revelatiod of thls informetion mizht be regerced
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by an important sezment of the Americen pudlic a5 & viclztion of the statenents

made B the Treasury at the time the census was teen to the eflect thet tle

informction would be treated in an extremely conficentizl manter,"

, The reports revezled that the value of ihe foreign ﬁreperﬁy in the United
States ;as.abou: 13 billion dollers of wiich more than 7 bdillion dellarse was the
propert; of blociked countries.

o\ Procleined Liet of Fnemy Wetionels.

| As the tempo of the Buronean war increésed, the Western Herigphere
realizei more end more thot ité existerce es a faplly of 21 friexdly reputlice wes
in denger. At the Hrbane conference of the Amérﬁcan republics held in July 1940.
i1t wes sgreed thet ecch of the zoverrments should adopt all necessrry memsures to
prevent end suooress any ectivities directed or inspired dr foreign governrents
or foreigﬁ netioncls wrich miéht gutvert the Cemocretic instiiuticus of eny of the
fepublicé or fome:u dis&rder4in thelr internsl politicesl life,

;t was rezlized thet ezrressor pations hed worzed for maeny yeers to
veazen tlhe nilitery ﬁote:tial of the United States enc the other Americen republics.
Throush petent controls‘and‘cartél egreenents the Nazis hal siccesded before
Peerl Harbor in limiting the éroduction in this hémisphere.of meny vitzl nmoteriels.
‘They kept the price of these moteriels up en the outéut down, It wes recoznized
that they hed been waging economic warfere in this hemisphere for & lonz tirze and
thet the;r hgl done their work very well decoyirnz Amer;can companies_into égree— '

mezte, the purpose of wiich such companies apsorently Eid not sezse. Tae business-

men iz the Western Hemiephere were peaceful t-aders. Busiress enterprises conzrolled
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directly or indirectly by the aggrescor nations were already recognired as agents
of aggreseion, The United Btates worked hard to break cartei ar;angements under
vhich certein of our proﬁucta were cut out from the other American repudlics and
from the other markets of the world. |

This Government recognized that the democfat.{c institutions ‘oi" the
he:ican republics were gradually being undermined by the sudversive activities
of Axis agents, It was x;o secret that ihey at that time vere ,\rell‘org.nizea both here
and in the othex Americen. republics and that the'y vere fostering institutions
~ opposed to the democratic way of life. !Eoe finances with vhich ‘these subversive -
activities were éarried out in the Americen raﬁ:‘blica 4414 not emanate from the
Axis government 'bﬁt from the Axis controlled enterpriies dilguiléd in many ways.
Actually, the techniquee whick the Naxis used in hiding the ldentity of Gorman
enterprises made it diffi&nlt to uncover the machinations of their eigenfs. who
in the economic field are even better disguised than military sples. \

The British Gofernmént.on September 3, 1935, immediately after the out-
. dreak of var in Burope, famed the first British Stétutory Lisgt, while the Cenadian
‘ Governme;'zt'follwed sult on Fedbruary 7, 1940 with 1ts original "List of Specified
- Persons,” The need for a corresponding United States list subsequently 'becamé
very erparent as we enggged more fully in the preparation of our nationsl defense.
In 1540 and 1941, \rith the Cevelvopment of fhhe freezing a.nﬁ. export controls, it.
. vas found cumbersome end inadequate for each Governmental Agency adminiatering these
controls t§ accumla'te anld analyge the information necessary for a determination
whether the parties mrticipating in a proposed transaction or shipment should dbe
allovod to do so, MNoreover, there was laci of machinery for coordinating the views
of the various a.gencias concerning pernons outside this country, and Americen

businessmen were graatly handicapped in the absence cf a liet of persons abdbrasd

em- 331432



http:certe.in

with whom they should not trade.
In the last months of 1940, the Office of the Coordingtor of Commercial

and Oulturel Eelations between the American Republics (1later the Office of the

Coordinator of Inter-American Affairs) and the Federal Bureau of Investigation

made g survey of the mature and extent of the prodlem ar;sing from the repre-

 sentation of American business by und.eair#‘blé firms throughout the other American

Repudlics, Thie survey furnished the factual basis for a cooperative program
which was carriéd out by the Coordinator's Office in conjunction with the Depart-
ment of State and the Department of Commerce during the first six months of 1941,

The program was designed to enlist the voluntary cooperation of American foreign

trade firms in replacing ‘agenciea or sales outlets which apj)eared to be undesirable

under existing conditions. The Depertment of Commerce and the American foreign

service officers in the field asslisted such Americen firms in odbtalning satie-

factory replacements, In the course of this cooperative program the problem

was taen up individually with more then a thousand American firms and some

. 17,000 American companies generally interested in export tlrad_e were formally in-

formed of the program and requested to check any new accounts with the Department
of Commerce or the Coordinator's Office in order to avoid establishing new
relations with undegireble or qneltioné.'ble firms a.nd 'pariimzlarly to prevent
Anericen firms from umvittingly taling on undesirable firms which had been dropped

by otkher Apmerican compani;es cooperating with the Government's program, By the
‘end of June 1941 upwards of 1,000 accounts had been terminated with undesirable

fim »

The information concerning undesirsble firme which was collected in

’ connecti{m vwith this progran vas made av&ila’ole throughout this period to the

Administrator of Export Control which used such informatim in ‘pessing on licénse

aprlications for products which were subject to control.
o ' ’ - ’ 331 ‘13\3




On Jure 17, 1%41 ibe extens-on of the freezi*; controls to inc,..de. :
enong others, Gerzm.n ant Italia.n navionele, trought the .reesur‘ Departr*eﬂt
fece to fzce with a simi},ar licen;:’-.ng protlem anl rendered more ecute tne_necegsit;v
to integrete and develop the hendling of informstion axd liste :elating; to
nﬁée_'simble t:a;!ing connécfiona.' One effect of tﬁét exteﬁsiop end of thg ,
B “daﬁn;tion o.‘;’ nat‘. onal 1ncl;aﬁed. in the Executive Ofder vas to reise & doubt
‘1n the mizde of t‘ze business worlé #s to w“etner they migkt deel with persone in

‘Letin Amecice. “They hel never concerngi t e:;selvez with whether the firn wi.,..

" wkick they were deslinz wzs owned in Letin Ar»erica or wes **‘ina'xcecl fron sone

voozmtry in Earope. .u.e" cc.J.d nov relv on the nene test es t‘_.e firas in Latin
Anerice £né the persons there have Spanish, Froach, Itelizn end Germen nares, Is
they hel ueed thet eriterion ther woald pro’oa‘alv heve lest nine—ten“"s of their
businees wit: Lztin Anerica.

Tre admiristrative difficulitlies for the Treasurs Deseriment in the
etsence of & putlic liet of enemies were illusirstel b the 50 cf 60 .ajf-:glications
walck hed teen recéivec’. ty June 1941 relztive to export a. dmport trznsacticns
with Soutk American firme which were Germzn or Itzlien end some of wiaich were
included in the British Btetutory List. Ii was agreed st th;.t tine thrt the
Ppolicy vould be to deny such applicciions., |

As & precautlonary measure and in ore.er to give us a 11ttle tine to
worz out our nltimato course we .;asueo. General tut-.orize.tion No. 57 to Pede*e.l

, ﬁeaerve Ban..s on June 2-:> 1%1 14 ds,vs ai‘ter the iss..ance of Ze new license
,‘jm.tnorizint ‘then %o iss ue licenses for import a.nd export tra.ns' ct-ons in cases
1nvolvin,g 1nporte*s or eraorte“s 1n tl:e countries ol the k’esuem He'-isphere "who
are or may be nationale of a ‘blocked cou.:\trv . ﬁ'e then stated thet the aut‘mriza— -

tion saozld not be deemed to euthorise tie lssusnce of licenses in tre folloving
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cesest “(a) involvina a treasection in wiich a firm in t.ie Uniteé Stzties importinr

or "(b) Waiere tte neme of the importer, exporter or ernr othg:‘ arty interested
1:;; f‘;e tra=s:ction appeczrs on the British Stz‘.tutor:."‘laist. gs revieed fron tize
to time, or on liets to "be furnisgéd to you from 'time to time design;teﬁ as
Behetide 'AY of Genecel Authorization Vo, 57." | |
. A Scueéale A of Genqral A.xthorizaticn !o. 57, which vas fx.:-nis‘;ec’ to

the Feé.e*sl Beserve Ba:\... 1nclun.ed the names of persone wi0 were on the British
the Export Control ené Com-erce Depertmert. We advised the ben'ss that 1f any

epplic:tion and refer it to Waa?xirton.
However, the basicess world desir=C a pulllic lis% so thet they could know
where tley stood in their dealings with persons it Letir Anerice. The matter

of preparing a putlic black list wes the sudject of meny inter—departrentiol

discuseions witii problems relating to the freezing centrol.
Apparently, tke reference in Generzl Avthorizetion No, 57 to the
British Statutory List was found obtjectioneble, On June 30, 1341, the Generel

A:thorizetior wes revised to eliminate s_izch reference tut the prohivition ageinst

issuence of eny licenses involving an interest of any person appearing on Sc'.a:edule A

of General Authorizatlion No, £7 vwas clearly sie ed and the FPederal Reserve Be,nka
were authorizged to d.eny such applications. except w‘:.ere a deniel would ceuse
andue hardshi;p. Qhese hardship cases Were to be cent to I‘orei;n Funds Control

in Vashington for ;cti:m.

. A‘bout this time, the Trem.ry Dapartnent end the State Depr—rtment vere

recei'rina Variaua commnic' tions !rom businessnen end erticles were being p-.:.b-
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Blacz List and wio were on our special 1list as c‘.erivec from the list prepared by

or exportirz the gools :‘La 1tself a 'netiongl! of one of the bloced counvries .y
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of the perties doing tr renszctions appeara2d on these lis £ they were to holc‘; up the
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" lished in trale pu‘ﬁlicatioxie requesting that a pu’cl,ic 1ist be iesuel with respect
to these perscos whom trede vitn the United States vas not to be cerriel on. The
con;pla*nt wap nade t:xz*" thesa buainessmen were conside"a“lv e pdicepped in the
_ebsence of £uch & 1ist, Sc.zem_e A of Geseral A=tk rizs*ian No, &7 ‘apg:«?aree to
te a poor m‘ostit te inasmxch e.s tne list was high.lv confidentiel, With thie
\:'be.ca.gromd t2e '?roclei el I:ist o" Certein Elociced Is'e.t“ onale" (herein&ter referred
* Vto es the Proclained Liet) vas 1smed by the order of the President on July 17,
1541, bringing '_ch‘_.z cooperative trede pro;ran 1l:rgely to a close. T"le conficentiel
A list, bowever, corntimied in opé:*atiox.:,v:althou,:ﬁ 1i1 modified form.
It ie ci?ni‘?ics.nt to 1né.icate thzt iz& the first &raft of the Procleired
AIa:Lst proclezation there wes no re‘erevce to the Qreasury Bebert'em or ‘go the
freezing onder. Ite only sznction was thet those on the Lict would be cut off =
froa e#pa:ts t;s Export Coatrol. It wae only soxe weets lzter thri the freezingA
coztrol espects Veré introduced into ti:e drefis of the proclermetion, medng this
inetrunent toik £ financial control &s well as & cormolit;s control.
' it cen be fairl: seid thet éuring .the eerly périod Foreilzn Fanis Control
dié not tate an active prrt in the development of the Procleimed Liet. Although
ve have mace & few gugrestions ee to eCGitione to the Liet it was not & p?ogran .

in which we ectiively parti cipateé in tna ee.rl" perioé. and 1t wes severzl wee:s

efter the igeucnce of the Procla.med List thot Treesury wes invitec to pess on
. the mames thet were to be placed. on the List. Belov there will be a more deteil ;ﬁ,
- dsbussion of the extent to ‘which Foreign l‘u.nc’_s Gontrol particinetee on Proclair*ed
 Liet pro‘ale'ns ’oegim:ing with the period efter Peo.rl Harbtor.
| Tae Procla.med List as originall y usued conta*neé. tle né.res of 3,832
. inﬂivid.xals anﬁ 2irms \rithin the America.n Bapu'blica vhosa activities vere deemed

inimicel to the defense of the hemisphere. l’he names’ chosen had £l1 been checized
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by the United Stztes missions ené had been epproved for listing by the

Goveramentel hgenclee cherged with the determination of the Iict. By and

lerge, the British S_tamtox-;r Iist servel es the besis for the choice of names, .

>
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‘“st of the British List for the Western Hemigphere being included in the

. Procleinmed Ligt, Many additicnal names also sppeared in the latter List, on

recommendation of the Missions., It may be noted that the British List contained"
a pumber of names of Unitea Btates firms. The United Btates list, hovner. vas

limited to I.a.tin h\erica inasumch as there cxlsted more cuita‘ble means for dealing

Although the Unifed States had not yet entered. the hro;pea.n conflict,
it was even then planned that the Proclaimed I.dfst would ultimately be expanded
‘to include names in the Eastern Bemisphere us vell as in Latin America.

At the time of ismsuance of the initisl List 1t vas recognized that
despite the efforts of those engaged 1;1 its preparation to omit cases conce;ming
which there appeared to be a.n;r doubt on the basls of information then Available.
there were bound to be caseh which would dbe the gubject of recogaido.ration shortly
#ter publication. Accai-dingly.' Supplement No. 1 to the Proclaimed List. dated
July 28, 1941 was devoted solely to such deletions and corrections as vefa
inmediately possitle. Seversl other suppleimts containing additions to and
deletions from the List vere made be:roro Pearl Harbor.

m. efforta vere being made to ‘canse the leace possidle 1nter£erence
with legitimate 1nte:-lme:ic.a.n trade as a result of the Proclaimed List., Ac-
cordingly, Foreign Funds Control issusd a general license (General Lige#se F¥o. 53)
simltaneously vifh the iisuance of the Proclaine& Iist with recj:ect to inter-
American trale transa.ctions involving persones in the other Anmerican Bupnblics who

. might be mtionaln of a dlocked country. This general 1icme served the purpose
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. of pemitting freedonm of trade between this country and the other American

; ) . Bepublice so long as such trade did not benefit persons on the Proclaimad List.
Through thia technique we atiPo promote haalthy hamispheric trade. Mu pro-.
£ran jnsti.fied its purpose of insuring that tradc with us vcmld be ‘beneﬁcial |
and not harmful to the other American republics, It d.iracted. trade to persons
vloya‘l. to the govornnents of the other Anerican republics.
!o imlmnt the Proclainod List instructions were issued to the
Gollectors of Custome (T.D. 50433. lubuqnsntly anandgd by T.D. 50530, Decenber 17.
1941; 7.D. 50548, :mry 14, 1942; and T.D, 50600, A.-pru 11, 1942) requiring
that after July 27, 1941 the export declarations filed in connection with the '
‘export of goods show the name of the ultimate consignee. This was contrary to |
~ the usual practices of the export of goods from Vthe Unith Sta_tés; ﬂm customary
practice was simply to shov the name of the consignee as a freight forwarder in
Letin America. Obviously, hovever, as@ freight forwarder was listed s.s the - ‘
consignee of the goc;ds no one could see whether the ultimate consiznee was a
;I’roclaimedg List national or not. To g‘rdid that we required that the name of the
ultimate consignee be Mn on the export declaration 80 that the Collector of
- Oustoms could have 1t within hig power to stop the shipment if ‘the consigﬂee
was on the List. 4 ninilaf pro’codm"e vas set up with rospect to goods coming
into the Tfnited Stetes. m. new procedurc precipitated coneidara'ble com“union
at the outset, si.nco. in effect, it vas an interference with the way tho 1@&%—
export trade had been doing business., Gradually, hovever, the pubdlic accepted
the nev way of doing 'busineu. ) |
. nthov.gh one could not uscuu this poriod. in the history of the Control
~ without nforring to these Molomants vith rupect to the Proflaimed List, the
| Proclaimed List is not and should not de consid.erod. a freezing control document —-

~ 'meither in its origin nor in its operation would that be a fair conclusion,
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Actually itvvas not until after Pearl Harbor and our eantrance into the wer
that ve playeé a m.jor role in the dnalopment of policy pertaining to the
Proela.imed List. |

"A3 hoc® blocidng is tho designation Poreign Punds Control
.orﬁcia.lo gsve to a blocking which was eﬁ‘actod in an ind.‘lvidue.l case
4on the basis of a specific set of facts releted to tho individual being
‘frogen, ﬂ,wfe verenthree sali.eht'faétorééin the new brder or 1xiciden£hl‘
to its issuance which get the ground for 'ad ixoo" blo'cking. |

The first vas an amendment of General milx;g N¥o. 4 in Key, 1941,
It will be recalled that one of the provisions in thaf document reserved
to the Secretary of the Treasury the right to exclude any person or group

- of persons from any general license, vhich meant that ve cmld. on an
' " %ad hoc" basia duprive anyone of tre privileges of a general license.

The second stepping ‘ltone in the development of the "ad hoc"
dlocking program was the amendment of thg definition of netionzl in the
new Executive Order. As has already deen pointed out above, the Executive
Oréer issued in J’una. 1941. npecifica.ny gave to the Secretery of the
Treasury the power to designate who vas to de & .national within the
maning of the Order.

The third factor, vhich vas pro‘ba‘bly as 1mortant as the other

"two, Was that ve had changed the mncept of n.g._tiona.l Yy June, 1941. Prior
to June, 1541 pertm were nailsionall of a ‘bl.ocked _country, as applied to
perlons vith‘!.n the United Btates, only vhere they \vere not domiciled a.nd

‘ resident in the ‘United Btat es on the date the Order wae pade applica.‘ble
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to the nationals of & specific country. JFor exazple, when we froze
l‘ox?-tay on May 10, 1540, the hecutivé Order itself expressly excluded
'~ all Norweglan citigene who had been domiciled and resident in the United
Btates on l!ay 10, 1940 On the other ha.nd, the new Ord.er issued in June,
1541 provl&ed 1:1 effect that one was & national of Norway if one were a
citisen of Horvay aotvithatanding the fact that he might have been domiciled
and renid.ont in the United Statee for 20 yearl. o

Goinciwtally with the issnance of the new Order. Geneml
License Fo. 42 was isgued which accord.ad to peresons domiclled and resident
in the United States on the d.afte of the O;i'der’ & generally licensed stetus,
The existence of this general licerise coupled with Genersl 3::11::3 which
permitted Foreign Punds Control to 1ift a person out of & general license, |
‘Forelgn 'Funde Control hai a technique ‘for ad boc dlocking jaeople Yy
deprivihg such individuals of the privileges of Genersl Licemse Fo, 42,

Thus, the Secretary of the Troasury had‘ extensive powers reposed
in him as & result of the new Executive Order and the ‘amendment to General
Buling Ho, 4. ¥ot only could he on his own finding deprive & citizen of
. & foreign country of free use of his t‘und,s in the 'Unitad Statea, but he conld
dapriva an American citizen of a similar right, When the pover ig ovaluated ‘
"4n the light of the 1atter set qf facts.@be apprecisted how extensive
this pc\fe;- vas. ' ' | a

‘The officials of the '!reasnry recognized the extent of this .so?-
called ®ad hoc® blocking ponr. Fron Jnne to De'ccmbe‘r. 1s41, Poi-eigz Funds
contml procoeded eautimly in the cerciu of this pover. In fact, the
first set of so—called "ad hoc' freesing ord.er- conslsted of wires to variou.- ‘
)edeml Reserve Banks not or&ering to dlock, tut nerely listing the names of
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sone 300 éeroons, uking them to check 1‘llu'tii'.h the banks to see if the ae;
‘counts of such persons were frozen., Only ten cases cgmet’backhn‘alocked.
Moy were Wosked who should mot have been Hlocked,

| 1 special unit (Special Unit A) was set "up in the General
Gonnul'l Ofﬁ.ee to administer this powar. ' The blocking wires were
treated vith the greatelt care, Ba.ch vwas signed by Mr, Ward Foley, then

¢ . General Counsel :r the !’roam. as Lcting Secreta.ry. s0 tha.t each person

Ablocbed fol:t that his case ln& Yeen claa.red all the way to the top. Bvery
precanticn vas uxercised in o:qaerlnonting vith this nw 1nstrumont. The

unit handling these cases derived mmch of thbir information through liaison

with the F.B.1., @lilltary Intelligence and Heval Intelligence.

‘One of the early caae's of ad hoc blocking involved the American

law firm of Topken & Farley of New York, It was a sudbetantial law firm

ihich had specialized in German business and had ha.ndled' marny cases for the | _
German Embaesy and Consulate and many cases invalving the estates in which German:
had ac interest. ‘Vé had definite proof that one of the accounts administered

4 T&pkan & Farley éontal ned asieta owned by German hairs in Germany vhich
should have been blocked by the law firm, On the basls of thelir business

1t was felt that their other accounts might also bave funds delonging to
Germn‘s.‘ In ganerél, 1t was the view of Foreign Funds Control that the .
financial operations of this lav £1m should be brought under control. As |

soon as 1t was Blocked on an "ad hoc” baels the mtneu ceme down to naot

with top officlals 1n roreign Tunds contra]. and the Genersl Counsel's Oﬁ‘ica. :

To the surprise of the Treasury officials the :@rennte.tives of the ﬁrm

seemed on the dafensive, Insteal of go@lain&ng adout the exercise of this

-z~
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‘pover.lrith respect to their accounts they merely questioned how they
‘could withdraw their J.ivix.xg ‘expenses from an accomnt from which they had
‘ mtcﬁaﬂly made l‘nc;h withdrawals. Accordingly, the discussion revolﬂéed
about the nechanica for using~the funds under Treasury control. Additionsl
{nformation was reqnested from the nembers of the firm, such as coples o’
| all ca.ncoued checks which had been 1:9110& for a year vith & statment of .
the pn:pose of payment; cples of their booka. and lists of ell peraonnel
employed or ;lischarged for the &preceding.thr.ee years. In cénﬁection with
this latter r?quest they beeame.ery' embarrassed and revealed that one of
the vonmen on their staff had just deen piéked up by the F.B.I. in connection
with the first round-up of Hazi uj:ies in this country. We were nnaware. of
this fact but its revclation confirmed Forelgn Funds Control officials of
the correctness of .tﬁeir action in hitting at this law firm,

‘ Our m:er.lenée in this case supported us in the sxercise of this
2d hoc blockdng power., We realized thet in some cases We a1d not have to
‘ have all the evidence ‘before'v'e were required to act; that if Qe ha,d snough
evidence to warrant the action, such action should be taken, placing the
Purden of proof on the person affected to prove why the action was not |
correct, Bubsequent n:perience‘. however, indiceted that certain changes
in the administration of fhe ad hoc blocking yoiqr were required — the
finfing of the mafle of the rosd which vould both protect the rghts of
the 1ndividua1 and the interests of this Govement. 1‘h§sa changés vere not
' cffocte& until some tine after we had been in the war and will be describded
in the fonowing chapter. ‘
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(v)
.. 1t was during this defensive period, June to December, 1941, that

!'oreign Fonde Control an‘bark:ad upon a positive program of investigating
possidle violations of the control. Dy the -prlfng of 1941, it had been
rocognl:e& that there vas nood for me “dnvestigative vork to be cerried

on ty Forelgn Funds Control. In Aprn 154, l:\dn G. May, who had been a

Treasury ltta.cha in Berlin, an 014 Oustoms man \dth mperienco in 1meatigat1ve
vork, was detalled by Customs to m.rt an investigetive staff for Forelgn
Fuands Gontrol. Although he himself came to Yoreign Fands Control in April,
1941, it was m;t antil after June that a ota.ff began to de organized so that
by the summer of 1541 there were three or four investigetors operating out
of New York, At the same time we rellod on Gﬁstoms, Secret Service, Narcotics,
and the Alcohol Tax Staff to assist in the 1nveatigativa vork required by
Foreign Funds Control. ﬁ;e staff aetually d:ld not get very large until after
Fearl Hardbor. \

At the ganie time a separate section Qas set wp in Foreign Funde
Control to' examine reports furniched in com_mction with operastione under

general and individual licenses to determine whether the reports indicated

. any violation of the Order. When violations were spotted letters were

written requesting explanations, This gro’upb vas alsc assigned the jod of -

_ examining the materlal obtalned from the British cemsorship intercepts.

It will be recalled that !.nitiall} these intereepts vere read by the top
lt.a:f of the Control. | |

:"It 4s apparent from the above that the work in .the investigative
f1el4 vas 1o a3 early developmantal stoge during the pericd from June to
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.December 1941, !ha gmnd work wes 1a1d; however, so that vhen December 7,

1541 @e ceria;in basic elements were already in existence which permitted,

- with a quick reorientation of the freeiing contfol, te d.eveiop an ax‘tensiva
,m!orccmont and 1nveatigativa orga.nization equipped to undertake the

-Tesponsibilities which came with America's entrance into the var,

5. Creation of Economic mmg Boardl. ‘

‘ It will be rocallea that &n.ring 1940 .'».'reasnrv attmted to secure the
Aor@,niution of a Oomlttea or Board vh!ch vould coordinate the economic warfare
'.oporationn‘ot this Government. After June 14, 1941. the tempo on the economic war
front wae considersbly enlivened and on Jnlfr So;h the Economic Defense Board was |
estadblished, .

' _ The Board had as members, the Vice President, Secretzries of State.( A
Tresgury, War, Navy, Agriculture and Commerce and the Attormey Genére.‘l. The 6r&er
establishing the Board provided ou?ntially for a pqliey making agency with respect ’
to the economic warfare operations of this Governpment. Iven though it 41d not
effectively dring all of ’the orgenizations in thie field under one administration
for carrying out that policy, it was a sound theory. Bubdseguently, the export
control was transferred to the Economic Defense Board and 1:1: became an administrative
£Toup. : : , |
-i;naﬁcant yointu in the Executive Order osta‘blishing the Economic .
Defense Board vere Paragraph 1 defining "economic defense®. The definition incluled
foreign owned and foro;gn cuntrollod property, foreign exchange, international
investments and extensions of credlt, shipping and transportation of goods, and-
thos 1isted fully all the things that went tnto an economic defense prbm
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Paragraph 2 creatved a board. to pass on the pblici es and Paragraph 3 leld down

the :fnnctiona and ﬁutﬁ,es of the BOard,' indicating that the_y were all p;'ogram

and policy making and little of administmtipn.v» In fact, Paragraph 4 of the
Order expressly steted that "thg admihistratipn of the various ac.t‘iv.":tias
relating to economic d,etenseh shall rama.in with the iérerél departments and
‘agencies now charged with such &utles but such aiministration shall conform to
‘the policies fbruuia_ted or approved b the Bozrd.' Paragraph 5 pointed out that
1t .aho_uld be the dﬁty of the Board to make studles and that other agencies were
to cooperate with the Board. Parsgrarvh 6 .provided that in order to facilitete
anity of action and the naxim:n uee of u:lsting services each of the named agencles
of the Government should designate a rcsponaihll:;::'ogfﬁcera to represent the
department or agencies in ite continued relationship with the Board. Initially.
the administrative work of the Economic Defense Board was that of e::port contrelh
thereafter, 1t went into the field or preclusive Puying. The Board hever cerried
out the 4policy of gstablishing economic policy 1n'any recl senge and although

.1t nay have formmlated Policy in some 1nstances it had no effect on the freezing
control. The neme of the BOa.rd was la.ter changed to the Boe rd of Economic Yar-

K4

fare -and becane an a&ministrative agency.

During the period between June and December, 1941, Foreign Runds ‘Oontrol
m&e definite sontridutions to our economice defanse. Instances of hese contri-

hntionn are mny and only a few mnplu will de given here to 1ndicate the wide
impact of the Control during this period.

| ' ’ ’ ‘
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l. xmix_mm_ﬁhnlmm ‘
. : . Joreign Tunds Control, fully cognizant of the vital 1@0r£ance of

0il t§ the Japanese war ﬂa.chine. was able through the freez.ing control to prevenf
the shipment of petrolm products to J’a.pa.n during the six months period prior
to Pearl Ba.r'bor dupite the most anergetic diplomtic efforts to secure oil from’
this conntry. _

!me Japanose ‘bega.n their cmsade for oil on July 30, 1841, only four
days after the #reezing of Jmeao funds 1n the Unitec Statoe. Jor nearly three

- months, two Japanese oil tankers drifted on:pty in the San Prancisco Bay while the
Japanese Financiel Gommissioner attempted in more than 22 conversations with
officials of. thé._ Tream’ and State ﬁqaartmen’tl‘ to obtain the license from

.A.‘i'oreign Funds Control vhich would pemif. the ialé of oil to Japan.

The hopeful Jepanese presented six different proposed methods of
payment to the Americen officials 'bﬁt foreign Funds Control, actiné in concert
with ‘the Department of State adroitly si&oéltepped each proposal an& thus prolonged
neget dations. At firet, the Japanese requested thot payment be effected from
tlocked Japanese funde vithixi'the United States. The ‘Ti-easuxy refused. Ju.ét
prior to the freezing of Jepan, July 26, 1941, withdrewals of sbout $1,000,000

~ had been made from Japadese accounts and the“ Treasury looked with disfavor upon

. further depletions of Jajanese funds, A few m: later the Japanese suggested N
that payment dDe cffocted from funds availabla to the Japenese in either S8hanghat
or the Dutch Bast Indles, Once again a polite "nof vas the answer of Jorelgn
Funds Oontrol. On August 19. the Jamese proposed. to make pa.yment: from South

~ Anerican oredits and would the !reasu.ry please rzuh the natter? Tho Treagury
Syas not dimned' to accept that Knd of mnq nor, as it later aeveloped.

O T
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was it disposed to nccept any kind of Japanese credit in payment for lhipments
of oil to Japan. On September 20th, the Japanese proposed that payment be effected
from proceeds of shipments of gold from Japan to the United States or by shipments

’ of' Unite.d‘ States currency from either Japan or China to the United States. When,

on October 10, & "no decisiun® héd been reached on the latest proposed ﬂnancia‘l

acrobatics !nten&ed Yy the J’apanese tc deceive the United States Treamn-y the

B ‘ Japaneee ﬁnancial Commissioner became desperate. He suggested payment with free
" Japanese funds in South America, which had become avallable after the arrival of -

two Japanese cargo ships in South American iorﬁsx Toward the end of October
oriental patience wore thin and the Japanese Financial Commissioner's pleas became
velled threats. He warned that the Japanese people were not pleased to think that
their tankers were acquiring barnacles in San Francisco Bay, and suggested that the

Treasury "step on it® to avold Japanese anger. Ee even threatened to send his

o011 tankers home, but still the Treasury was Munable to reach a decigion”,

Yoreign Funds Gc?ntrol was not intimidated by the Japanese Financial
comis;ioner and 1t refused to 7_131?1.‘ ‘Barly in Bovember the Japanese sailed their
expty oil tankers out of San !"ra.nci:éo Bay headed toward Japan. Atv the same time
the Japanese Pinancial Gomnissioper informed Foreign Funds Control he would recall

the ships at any moment if they would agree to license oil ihipments to Japan,

‘ ﬂu'ee veeks later, on November 17, the Japanese repreaentatives indicated that

even though the tankers now had 1eft. they could qnickly be drought back $o this

country if the proposed oil shipments lhould. be pemipted by the Treasury Department.

Finally, an American lav firm acting for Japanese interests made

| royreuntationg to the Treasury and urged that 1t allow oil to go to Japan on -

the ground that this would de a desirsble céncuutory xgosturo. They were informea

i > Q )"r
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that the general prodlem of oil lﬁipnents to Japan would ‘c_ontimo to recelive
the oerions coneideration of thla Government. A

During the course of theoe negotiations by the Treasury Department
vith the roprooentatives of tho Japanese Governnant. the Dutch Government, in
full cooperation with our Government, ad.oyted an identical policy. Thue from
July 26, 1941. \mtil the var began on Decenber 7, Japan vwas m‘ble to tuy oil

| - Zrom either country as a rosult of this d.ou‘blo—'barrollod ombargo through the

device of the freesing control.
2, cting

Soon afteé the freesing oontrol was put into eﬁ'oot. Foreign Funds
Control found itself in a josition to odbtain and pass on to other interested
governmental agend es valuable lnfofmo.tion conoornipg the iocotion of largo
quantities of strategic materials. Accordingly, a procedure was 1n1t1atled early
in the summer of 1940 whereby information relating to otrategic mterlal wag fore -
‘warded to a designated member of the Treasury in order that he might inform the
sppropriate defense agenties with respect to the location and adility of such
~materiale. 4Applications involving such materiale were not acted upon until the
Foreign Funds Control was aivised as to the recommendstions of the defense agencies,
| ~ Bubsequently, a special unit of Foreign Funds Control was created and B
chergsd vith the responsibility of commnicating directly with OP, the Army, |
Bavy, Lend Lease, Frocurement Division and other :I.ntorootod aeoncioo with reapoc; |
to strateglic mtorials and cooperated in their offortn o direct ‘such materials
hto aporopricte defenge uses. » 5
Several times during the period from April 1540 to December 1341, Foreign
Funds Control Teqired the principal basks to report on merchandige held by them
for blocked accounts, The information thus o'btain.od. vas furnished to the appro-
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priato agencies who a.ctod\on this 1#5011;3{10:3 and requisitioned m,portant
. smounts of such materials. '
The fo]:lowing are uamplea of the effectiveneu of Foreign Funds
Control in directing strategic materials into defense uses: ‘
(a) In iate 1940 the Msh m,ef.attempted to sell 2,500

tons of prsfabr:lcatod steel ship bn.i.lding parts to & Greel, JForeign
Funds Control brought the case to the attention of the Navy and with-

held actim on the application nntn the l'nv obtainod. the steel ship
'bailding parts for use in critical repair work.

(b) Agents of ovners of 7,000,000 pdunds of ship building = terlals

'held for a Netherlands sccount arranged to ssll this materisl to a broker
who, in turn, arranged to sell it to a ehipbullding firm 1n Portugal,
It was alleged that this transaction had the blessings of the British,

which sudsequently was proved incorrect., Instead, the British and the

Uni ted States Navy agreed that Forelgn Funde Control should withhold the
license until the Ha;vy bad had an opportunity‘ to requisition the material

- for 1ts use, |

(c) Foreign Funds Control 1ea@a¢ thatthe French Line had been holding
at a New Orleans dock since June, 1940, 30.000":?901; of spruce food suitabdble
'for airplane mamfacture, When this information was brought to the attentlon
qf OFM, American ah:pla.:ia companies comféted 40 obtain the materials and
Foreign Funds Control licensed the sale of the material to the airplane
companin on the basis of 0"’!!'. yriority ra.tinga.
- (a) Foreign Tunds Gontrol procured eargo manifests of ships which
. vere loaded with war mterialsAMch vere to be sent to Finland. Poreign

B
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Funds Control tﬁ.rned the 1nf0mation‘ ofer to the defense agencies and
holders of priority ratings were ghren ﬂrst choice of these materials,

the sala of which vas ncansod 'by !'oreign Junds control. In a similar
manner the ‘eargoes of l'inn:lnh ships moving from sonth &merican porta
‘Were mrketod after. ‘such vevuell took rofpge in Lmerican' pprts.

. ;‘-"(e) ‘!voreigh Funds Control learned thet & Canadian firm vas at-
t'enwtihg_ to':inance‘ & shipment to l’o:tugal of gx;anulgr calcium cyanide
need.ed 4in this country in th§ mamfacture of,u;plopﬁes and plastics,
¥hen this ;.nfomation vag givén to OPN, that agency a::pealé& to thg

' Canadien priority officer who in turn reqnested the chemical controller at

' Ottewa not to allow fhié'mtérial to be shipped to Mrppe. As a ren?lt
+ not on]; 1nv‘m the ahiiment to Portugal lto:pp?d but xiegotiationn vere ‘begun"
to have the entire surplus Canalian supply of this mteriai naﬁe gvailghle
to firme in the United States holding defense contracts, |

(£) In pumerous instances Foreign Funds Control helped make machine
tools availadle to the Army., A 11cense to sell mchine tools purchaeed
for the Government of French Ind.ochina vas d.enied by l‘oreign l‘a.nd.s Control
in order that the Army might requisition the material for the benefit of the
holder of an Army contract. | R |
(g) Torelgn Funds Control brought to the attention of the Navy the |

existence of #49.0@ worth of copper which was on board the Bumenian S. s:, -
"Mangelia®, m: copper vas inm;diately r@nitim& Yy the Hé.vy‘. Ford
trucks valued at $870,000 also owned by the Bumanlans were sold to the

h;uuiah Government unfer Foreign Fands Oontrol license.
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(1) Certain machine tools had beQn reported as being held in the

.‘ warehouee of & freight f;;ﬂudgr in Eew York for a French account, The

fact that these tools were ava.ila‘blg/va_s b__::on@:t to. th_e lmowlgdge of

Pratt and Whitney Alrcraft and a representative of the compeny came
{zmediately to Va.shington;é:o arrange to ﬁMe then lince the machinery
vas highly delirabl; in elininé.ﬁng a 'ﬁdttieneck in the production line of
Pratt and Whitney. After qoﬁsﬁ_lté_tim \dth the reéu_ioitimidg officers
the reprou#tdtive of the compa.ni came to I,oregn l'_u_his Control to advise
thet the requioitiani_ng vould take.. oc;m_e' v.eeks_a_.nd ti:at in addition the_

| acquisition of the toéls might de sudbject ‘to further delays and requested
assistance, Immediately, telephone calle were made to the Army Ordinance
Office in New York which office confirmed the fact that the sale of these
~tools to Pﬁtt and ¥hitney vee desiradle in the Government's 1ntere§t; the
freight forwarder holding the machines was reached bty tdephone and & price.
agreed upon at which the mhines could de sole to Pratt and Whitney. !Eb.eré—
:'upon. ingquiry vwas made as to vhether the forwarder desired a license to sell
the machines to Pratt and Vhi'fnq and upon his affirmative response he

.val told that such licﬁse would de in hie hands within the n;xt half hour
'and. to prepare the machines for immediete ﬁipﬂent. The Federal lReaervé

' Bank of New York arranged to have an appropriate spplication filed and

" pelative license issued and ve tere informed that within two deys the machines

" et been 'mppgd to :the factory, set up and placed in operation..

General Aniline and Mlnm Corporation was & Delawmre carporation organized

" 4n the United States in 1529, ‘It had two types of shb,rél. ¥ § l&res and B ghares.

Zech clase of stock had equal votes but the A shares drew ten times the amount ov’
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ddvidem!s drmm by the B shares. It ves s rather exotic corporate financial
.tmctm-e to £ind in the United States; 1t vas mch more clearly an Baropean

- device. ‘ - A o

The ownership o.f the A shares, so far as we imev, were in the hands of

individuals. They vers the investment siza.res. The B shares, the controlling
shares, were in the hands of a m of foraign corporation. the principal one
of which was a Swiss holding company called Intemtionale Geeellschart fur
Chemische Unternshungen, A.Gv.r (hereinafter referred to as I. G. Chamie)f
There were a.ncilla;ry holdings in five other corporstions: a Dutch corporstian,
fhe name of v_hich was Chemo Maatshcapplj voor rt!hemi.sche Ondernehmungen; another
one, Duteh also, Wae N. V. Magtschappij voor Industrie en Handelsbelangen, In
addition, thero»\vere two Swiss holding compa.niég. Osmon ;I.; G. and Mitkras, A.G.,
eand_a benk which goes under two styleé - ‘B.dgenous‘ische Bank, A.G., being th'e

| commonest peme for it, The nominal me;-ship(therefore sppeared to be Mas and
Datch. In addition, there was the rezther unusual situation - 36,3% of ﬁhe out- _
;tanding shares of I.: G.' Chemie, the Swiss holding compeny, were owned by Generel ,
Aniline & Film Corporation, so thet there was a circ;ula;r shareholding a;s, between
a Swiss parent and an hericm subsidizry, \plus two Swlss c,orporatioﬂs. plus two
Dutch~ecorporaticns.

. Almost immediately after the Dutch freezing, an application was filed for f‘}‘xe

tranefer of the shares régiﬁterad in tﬁe neme of tlnfv fi_ro Duteh carporajti:bno to

the Sviss corpany. It vas alleged that the stofk vas held only nominally by the

- Duteh oo@nies. At thet tims Svitserland was oot Hlocked. Tressury officiale’

took no action on this spplicatimn. For alnost & year, hovever, constant preessures

‘ were dYeing _ucrted to spprove the appliéation. It wes the view of Treasury

 officlals that nothing should be done t> change the picturs, When the freesing was
Fgi | extenied to Seitrerland, General Aniline and Film was blocked as Bwiss and Dutch,
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' During the samer of 1541, there were a8 oeriot of attempts to sell General
dniline and Film Gomoraﬁon, or at least the control. !!no ﬁret tentative niltdle
vas made by ITAT which represented thet the German Goverament wae willing to
7 tra.nsfér to IT&T, General Aniline and Film Corporation, which, of course, wes not
Goﬁaq ovned on fho record, in romn for IT&T's Berlin fmpertiee. That never
reached the point :of a formal qpplication.” ‘

One d.eal a1d reach the status of & formal application. General Dyestutfs
Oorporation applied to purchase General Aniline and. Jlm Corporetion, or, at 10501.'.
the control of it, @n:tle facs of it thiu vas & rather umsual situation —~ a |
corpbratipnv vith a net worth of $6.000.000 pro;posing to purchase & corporation with
& net worth of a 1ittle over $60,000,000. We worked on that epplication for months.
Ye held conferences with the representatives of Goneral Dyestuffs Corporation, and - ;
with representatives of General Aniline and Film Corporation and obtained a very
confueed picture, It immediately ‘beca_me obvious that General Dyestuffes Corporation,
which was also blocked as German although it was owned by twvo American citigens,
had been part of the I, @. Parben organization 1n the; United States since ﬁ.a
formetion, It was organized in 1925 as a merger of thres dyestuff sales
orgezﬁzations in the United States, Until 4t f;led the ai:plicatiox; with Vl’o‘reign'
Funds Control in t_he suhmer of‘1941.' General Dyestuffs Corporation had worked
» entirely as an outlet for I. G. Farben and later as an exclusive agent for General

Anilipe and Flm Corporation in the dyestuffs field, Consequently, we Were not

' too happy at the thought of pemitﬁng & trensfer in this particuler situstion

. ano. ve 1nvest1gz.ted it very thoroughly and had a numbder of conferances with the
'?ruident of General Dyaatn:tfs Corporation and with their counsel. We gave tham

: protty mch the same treatment as was given the Japanese in their attempt to obtain
oil; we contimd %o stud.y the sitnation.
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In September of 1941 another inﬁa:ent.appeargd'-_- a Dutch interest. At that
time we learned that a consortium of Dutch banks, headed by the Amsterdamsche

Baak 5.7, had loased to Io Ou Tarbes $16,000,000 prior to the outbresk of var, -
as to which they ha.d not secured a formal pledge but they had some indeterminate e
form of a plodge of 15 900 aha.ren of A ntock of Genere.l Aniline and Film Go:pore.tion,
‘Which were rsgistered in the name of 1. G. l'ar'ten In&nstrie. Those shares vere '
held by Prown Brothers Earrim. In addition, m‘bsoqnent %0 the outbreak of war
but prlor to tha 1nvuion of the !etharlanda. thil same comortim had loanad | V
to I. G. Parben an-additional $5,300,000 as to vhich they received not even an %fl‘:-:{g
1ndetem1nate form of pledge. !his consortium of banks with gome form of 1nterest -
in the 1E,900 lhe.rea was interested in General Aniline and Filnm, !

| There hed ‘been no election of div-ectors for 20 nontha and the “Mes" took
the position thet this board was not representing them becanee it wae opposed. to
the Genersl Dyestuffs application., There is a section 1n the Delware Statutes, |
vhich permits e sharebolder to dring a Bill in Chencery to obtain an election
lfhex; there has not been en election beceuse of fgilure to ottaln a quorum. A:tér
due notice, whoever does appear will ;:onstitufe a quorum and the Chancellor will
hoid en election., 4n action was ‘bmught late in Bcptember 1941 to conpel mch
" an electlon. At the sugzestion of the Department of Justice. Apti~-Trust Division,

the action wes postponed for 60 days. The Department of Jnstice and & mumber of

* e
w -

Govemhont agenc.ies appeared informally. ‘
7 The pootyoment of the proceeding in the Delmta.re Court ran 'nntil December 10
~1s4., In the interim, we held further d.iscnscion with tha Datch. Early in

Docan'bor a nevw l’relidant wes elected by Ganeral Aniline a.nﬂ Film Oorporation. l(r.

. .Tohn l!ack. ‘It was announced 1n s press releue that ho and the other members of
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of the‘.board vere going to Americanise_ this company. Another addition to ~the
board ves Hr. ¥illian Bullitt. S
One of the things ve vere considering lerioﬁsly on December 6 was conducting
a fleld investigation of General Anlline ard I‘iim Corporetion. If, ia.n getting
close to the adjorrned heariné date in the Court of Chancery in Delaware. In

" the in'ée'riin.two reporte had been prepared bnA Gvenerdulniline and l“ilm, one Yy the
Anti-Trust Divigion of the Justice Departnment, and one by thg. Treasury Dep’artmentf ’
Both of these re_porté indicated rather ciearly thet this enterprise was vitally
important to the defense effort. Roughiy.‘ 60 ﬁercant of‘ the production b\ras going

4nto the defense effort, a.ls.rge' part being dveetuffs, This enterprice wae one
of the two bdig producers of dyestuffs in this cou.ntry._'acccunting for roughly
40 percent, In add.itim,' Generel Aniline and ﬁlfn Corporetion controlled Agfe Ansco
sxid the photographic materials the latter vas producing ve‘:el very importent to our |
defense efforts, Other important prcd{wtsv and processes Were also controlled.

All of thege 1£ems vere extremely important to mne &nd in viéw ¢f the ownership.
mement and control of thet enterprise something had to be done, On the lith
of Decexher, 1941, a Treasury investigative group wes sent into General Aniline
and ?11#1 to invéstigate the firm and snpervise. 1ts operation singe the firm was
vitel to our wer effort. . |

Thus, between Kay 1940 and Decenber 1941, action on applicatione with respect
to General Aniline and Film were held 1_n abeyance, If ve had spproved those ’
‘applications, General Annine and film stock would have been in the name of I. G.
Cherle and in the 11ght of other negotiations a.nd maneuvers that went on it seems

’ fairly clear that the Ameﬂcan company itself would have retireﬁ that stock by

payirg a mbatan';ial sun of money to I. G. Chemia. It would have dbeen more
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S diffieult fo vest eo#trol of General Aniline and Mlm which was effected in |
February 1942, Two a\onth; after our entrance into the Qar. our investigatio dis-
closed that the German I. G. Farben actuaily orned and controlled General Aniline
and Film,

4,

Espionage, sai;otaée and propeganda ere notoriously expensive, For

qxé@lﬁ. dnrlng 1917 and 1918 1t is reported thet the Imperizl German hGofex‘-nment
spent $27,000,000 fn the United States for such adtivities en that these funds -

g

were mede available from forcign owned acssetis in the United States.

'D‘nder the !'oreign Punés Control program no funds were available here - _
for hds use tfter the freezing was extended .’m June 1941, This extension not |
only hed the effect of t7ing up all direct German interests in this country, hut

" prevented agents operating in the United Stétes. regariless of Anationality. Afrom
acting for or on behalf of the Germans. .

The Treagury officials ware cognizant of the foresighted Gem,n practices
of sending sples and a.gents to become naturalized citizens of countries e: sainst which
tkey were to machinate and using preamre agalnst Anmericans or others by threats
of reprissl a.gainat relatives abroad, Moreover, the !’reamy officiele Were avere
that mery United Btates concerns wholly owned by American citigens or by neutrel
citizens were indirectly controlled by the Axis. Accordingly, it will de recslled
t‘hat' fhe ‘definition of "national® in the new Executive Order of June 1541, &s
-applied to 1nd.1viduais and to cérporé.tions; was made as droed as posei‘bl;s 80 tha.t
anyone enta.nglod in the web of Fazl influence could be subjected to the Control.
Under the povwer given the Secreta.rv of the "'ree.aurv to define as 2 nationel any
person fletermined by hin to heve been e.cting directly or indirectly for the benefit
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- of, or under the direction of, a blocked country, many United States citizqns .
were declared to dbe nati#na}.’e of Germany, Italy or Japan., I, this wey Foreign
Funds Control was enéfbleé. to st.:'ikent the ver& roots qf the source 'whichbther-‘
wige would b#vé mppiied the funde fpr espionsge and sabotage in the United
States. ‘ ' ' o '

, The following are some instancec i'here United Statee citizens were
‘blocked subject to control by Foreign Funds Control during the period from June
1940 to Pearl Hordor: | |

(a} A npumber of law of‘ice. vere blocked and subjected to intensive

investigation, It wae indicated ebove theft the law firm of Topken ’a.nd

Farley was blocked in June 1941 and thet they admitted to having had e spy
on their;pa:rroli who that very day had been jaicked up by the Federzl Pureau
of Investigation. |
(b} The Treasury Deportment tock custody of almost ali files and
, records of G‘eman-.&aerican Bund organiza’cioﬁs end blocked accounts of
most of fheir officere and many of their prominent memders, almost allv of
vhom, ec reqw.;ired Yy the rules of these orga.nizations. \efs Américan citigens.
(¢} Blockdng measﬁi’es Qere taken ageinst many American citigerns who
vere representatives of German companies or resident manegere of American
compe.nies owred in whole or in part Yy Gem.n interests; age:lnst Americen N
~ ecitizens who purcl{aeed Germen interests in those countries or orgarized
new companies.to carrv on businese formerly ddne bty the Germene., Among
this group was inclnded Wovner von Glamm. an American citizen who was
- participating with his ‘brother, an officiel of the German govermnont in
. & schexe to 1qport 1nto the United States precicus stones believed to heve
been loct od by the Geman army in Belgimn.
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'ﬂn'bsequent to the exteneim of the freezing control in June 1541, there

_was presented a need for a&opting a new perspective in dealing with securities :
being brought 1nto the United Btates, It v;ll be rocal}.ed thet in the discussion
of the gecurities program it was »1nd1cate'd thet under Generel Buling No. 5 any benk '
] coﬁ;.d file qpplication and obtein securities imported under that Buling aﬁd Plece |
then in # ;pecial Ylocked account ur! er General Euling Xo. 6. The securities -
could de roleaae'd. from that Genera‘l Bnling ¥o. 6 account mpon the occur*encs of
either of two cpntingenciesx (1) 1! it vwere docided that no 'blocxed interest was
-present in such securitiéé, or (2) 12 a blocked interest vere ascertained in such -
securities the securities might be trensferred from this Genersl Buling ¥o. 6
account into an ordinary blocked account in the‘ neme of the‘ individusal,

_ That procedure wes satisfactory up until June 14, 1941 Yecause as ;of
thzt date there were no genersl licenses outstanding which conferred privileges
upon & whole blocked country, For exemple, if a person came in and ackgowledged‘
that there was a Dutch interest in the securities they were ‘bloﬁc.ked as Dutch and .
there wes no general license outstanding which would in effect permit the freefng
of such securitlies from the Dutch account., However, as soon as certain of the |
nentral. countries were blocked that situation was chenged, Securities might come
iato the United States, be plcked up under Gepersl Ruling No., 5 and pleced in & .
. General Bnling ¥o, 6 .accuuﬁt. The person ¥ho sent s{wh securities into the United
Btates nighf ellege that they were ﬂwisa. Uu&er tke provisione of General Ruling
Fo. 6 those lecurities wanld e tmaferro& into a Bwise dlocked account and
thcreatter thoy could be freed nnder the Swiss geneml license anl would have

escaped our freezing control.~ Clearly, this \rould have r™un contrary to our

ﬂ.“g‘..
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objective to prevent the ﬁaﬁsfer of theee securities ont of a Generzl Ruling No, 6
aécount until the tre 1nterﬁest in the securities was kncwn, They might Yery well
beve beea securities ldoted from the Fetherlands or Belgivm and, if permitted,

. would Be tracsferred to a Swise blocked mccount. For example, they corld there-

‘ a.fter bte freed under the Swise general license.

Accordinglv. on June 27, 1941, Gene*al Poling Fo. 6 Ias anended, Under

| ~the new approach the problem vas divid.ed into three catagories, eseantially.

It 3.t were detemined. thet there was no hlocked interest in the mecurities they A
could be freed. On the other hand, ir- 1t .wag discovered tha.t there vee & ‘bloc::ed V
interest in the securities other than that of one of the neutrel countries, we
could again release them into é blocked accounf. If, howevér. it was clalred

fhat the only inte_rest in the securities was one of the courtries th-t had a
general license antsta.ndiné. the release of those securities weg not perritted
1nto a bdlocized account unless the cleiment could farnish setisfactory evidence
th't no” other blocked country had an interest in the pecurities, Thus, the mere
almission thet the mecurities were Msa woul2 not have been eac-gh unlees it was
demonsirated that there wes no other flocked interest in the securities.

Other &rzfting improvemente vere incorporated into General Bnli‘ngvﬁo. 6,
as anended. The tern "domestic bank" was first used insterd of gpelling out “
the warious ‘inst".itntions.,in which gecurities might de ple.cgd. A deﬁniticn of
"‘Qeneral Bling No. 6 acccunt® was written into the amendmert, In a&dition. the

amended General Rnling Bo. 6 provided that if :ecurities in & Genersl Ruling Mo, 6

'«accmt vere sold the proceeds had to de put back in & Generel Aling Yo, 6 account

in the same baniing institution.
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C. ADMINISTRATIVE ORGAVIZATION | .
— During 'ﬁe pericd from June to December 1941 the adnministrative organization o
of Foreign Funds Control was not chénged th any large degie,e fron that wkich
existed in the ﬁa:lier period. In é&dition to having the geographicel units,
 more and more sections were 5stafhlished to hendle the ipdividual prodlems, such
&8 the group to examine reporte file& under licenses, the investigative unit to
‘a.asis{:_ln the devélbpmen.t of casee for ad hoc blocking, and the field invesiizetive c
steff which was orgenized and direcily zgesponsible to the acministretive heed
of Féreign Funde Control. No attempt vas mede to réorga.nizé the administrative
set-up of the Control to meet the growing needs As were presentéd by the new |
prodlems, New groups were set up, without relationship to the existing units,
to handle epeciel protlens as they ax;osg without reference to the balance of the
orgenization,
For the first year end a hslf of the existence of Foreign Funds Control,
from 4pril 1340 through until Octoder 1941, Foreign Funds Control "jjust grw“.
ﬁe Job with which it wes feced wes en unprecedezted one in ’c?:ia country. Ko one
Imew how large & stoff would be needed or whet kind of speciellsts would be
necessary or vhé,t kind of problems would be presented. The Mffic'alties 'involvod. .m, '
the ha_.ndli:%, of the ever increasing volure o opéra.tiions vere such that ﬁhere‘ve,s
, llittle or no opportunity for fgcusing.upon the prodlems Sf administrative mansge-
nent. . . L ,
During this péﬂod l’orgig: Funde 'Oonirol was nominally pzrt of the Office
of the Secretary. It had grown to such proportions and had been so far jhyaica.lly
removed from that office thet adequate administretive supervision £rom tﬁat office

vas clearly out of the questi‘on. At the same tire, Foreign Funds Control hed
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_neit;he; the toois'nqr ,thé staff to manage f.he admiristr.tive affairs effectively.
ﬂ.i peyrolls ahd";upnr;priétion ac{:ounting vei-e hendled elsewhere. There was no
technicall—o@ipped. .ta.ff to hanﬁle e@lment Civil Service, and compensation
nattbrs. Ko operating budget vas in existence end the only ciue to eit"xer current
or anticipe,te& axpend.itnren 1&? in past financial rocordn which vere 80 incoxplete
and 80 nearly Mceasiue that they vere a.lnoat un‘len 'b;r the time they could
be o‘btaine&. Balary neqnities, procedural lnarln. dxq:lication of offort. and
- ineffective use ¢f persomel and oqupmnt followed only logically from & cituation N
in which the technical speciﬂ.istc of the organ:lza.tion ves 0 over-‘b\:.rdenad. with the - ;
’Cubject matter of thelr Jobs that they ha.d neithor the time nor the energ necelsary‘ =
to review and remad..v adminigtrative and organizational defects.
In Novenber 1941, the first significant step was taken in organizing l’oreign
I‘unds Co:strol along functional 11nea. An Executive Officer was appointed for
i‘oreign Funde Control, Be began to lgy the ground work tof an administrative re-
organizaf* on along lines to meet some of the a'bove-doecri‘bed deficiencies. The
results of his work, however, did not mnifest 1tse1f dremtically until after
Peerl Harbor when there wae the corplete reorgenization of Forelgn Funds control.
HBowever, the following oﬁtline relating to the ent;biishment and orga.nization of
i'he Executive Office will give some ideas‘ of the objectiv}es of this new office.
(a) There 1s hereby established in the Divigion of Foreign Funds
Control an hocut:lve foice, to be under the adninistrative direction and
control of the Executive orﬁem |
| (‘b) Tae Executive O’ﬁcer shall report Mrectly to the Assistant
to the Schetary and nhan be retponoible for the work of the Perconnel |
Ofﬁca, the Budget and Plann!.ng Ofﬁce md the Office Bervice Section.
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Butject to the supervision and control of the Executive Office;-._ the

Personnel Office shall be under the'&irection of a Personnel Ofﬁcer.

- the Budget and Planning Office shall 'be under the Girection of a Budget
and Flacning Officer, and the Office Sorvice Section lhall be under the
'urection of & ‘Chief of Offica Bervice. ‘ S

(c) 1t nhall be the general responsibility o the Executive Ofricer,
. with the ﬁd of the staff under his direction and in cooperation with
_ appropriate divisional staff menbers: o |

(1) %o analyse the organisationsl structure of the Division s
of Foreign Funds Control and make recommendationa to the Assig- ~
tant to the Secretary concerning the solution of organizational
prodlers arising therefrom;

(11) To analyz§ the perso_n_nei requirements ﬁf the Division
of Forelgn Funde Control and make recommendetlions to the Assis~
tant to the Secretery conceraing peraonnei policy and the esteb~
lighment of an effeciive system of persornel management;

(111) To analyze the expenditures and estimetes of u:penﬂi-
tures of the various sections of tﬁe Division of Forelgn Funds
Control and on this ‘basiri to plan and prepare the anmal budget
of’the mviaion for recommenéation to the Assistant to the
Becretcry;

(iv) o estedlish and qperate & system for provid:ng all of
the ofﬂce urvices necessary to enable enwlovees of the Divi-
lion of Ioreign Pands Gontrol to perforn their anthorized functions
cffectively,

ly) To yrepare for mbniosion to the A.nistant to the Sec—

retary all neceua.ry administrative ordere, .dminiltrativo memomda
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prdcedural ;bulletins, and other releaces perteining to the
sdminigt rstive management of the Diviaion.

(v1) To perform such other functions relating to orgeniza~
ti;m. sdmiristrative Hlanning and p:oco&ma. personnel, budget,
and office services &8 the Assistant to ti:e Secfetary nay from _

“time to time assial.

] hm_mmmmgmm_wm

(a) Subject to such supervision and control as the Executive

Officer may exercise, it §m1.be the responsidility of the Personnel
Officer: 7 |
(1) 7o develop and esteblish policies and procedures for
the classiﬁcation anﬁ compensation of all positions on the
beeis of their duties, responsi'bilities, and orga.nizatione.l
relationships and in accordance with the principle of equal
pay for equal \v_rork; ' |
(11) To mssure that all appointments, promotions, demotions,
transfers, and retentions in or terminations of nervice are mede
‘on the bdasis of rolative competence and qualifications and in
accordance with all spplica‘ble federel statutes, rules and A
regulatione; - » -

(111) To render staff assntance and eounseling service to

merdlors and employees 111 matters of vork:lng relationships,
anﬁ\ generally to see thet establighed policies concerning .eymplo,vee—
magement relafionc are put into dfwt; | 4 | |

. R (iv) To 1nterprot and assure observance of aqployee regu-

‘ | | lations, such as those covering anmal, sick, e.nd military leave,

( , -. | hourl of vorg. overtime aud holidays. , . ' 331 ,,&6‘;&1;
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{(v) To render steff assictance and counseling service
to mberﬁsors and employees with :eﬁpect to progrars of employece
'training directed toward inérming the effectivéness of employees
and developing a true éa.reer urvice avs t.em;
(Tp To maintein liaison ro;latiion:ships between the Division
of ?ofeign Fande Control, the Personnel Division of the Treasury
Department, mﬁ. the Civil Bervice Commission; and ‘

(v11) To perform such other functions with respect to per-

sonnel management a8 may be assigned from tine to time.

s.

(a) Bubjecf to Asu.ch supervigion and control ae the Executive Officer
may exercise, 1t shall be the ::espcnsibility of the'Budget and Flernning
Officers. |

(1) To plen, develop, end administer a canplete systenm of
budgetary planning and control wit;h respgct to the allocetion and
expenddture of ~ad._ministraﬂv’e fund.s} |

(11) %o preﬁare regilar and special estimates, reports, and

‘Justificetions of expenditure for mhndssioﬁ to the Budget Office

of tfze Creesury Department, the Bureau:of the Budget, and Congressional

Committees; A

(111) To develop inmstructions and procedures far the aselist-~
ance of the operating sections and units in the preparation of
their preiininary bu.dgef estimetés; |

(1v) %o review budgetery requests and recommend erprovel or

dleapprovel of such x‘omsts;’
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(+) T revieﬁ operating' datﬁ ami cost annlyses to determire
Vhere economies may best 'be"effected;' ‘

(vi) To analyze the orgenizationel structure §f the Division
of Foreign Funds Control, including ell proposed organizational
changes, and 'su‘bmit appropriate redomﬁendatiops to the h_ecutive:
Oﬁ‘icer and the Assistant to the Secretaﬂ'. |

(vii) To review proposed administrative orders. aﬁministrative
memoranaa. and other ;procedaral neterial for pre.ctica.'b.lity and.
‘conformence to organizational Ppolicy end prepe.re such meterial in
final form for submission to the Exedutive Officer and the Aseistont
to the Secretery;

{vi11) To provide staff assistance to tke operating sections

and units in fommlating a.nd establishing approyriate proceé.ures
for their internal operatious. and \
S " (ix) To perform s=ch other functisns with respect to budgeting

and adrinistreiive planning, end procedures as 'ma‘vk be assigned from

time to tine.

(a) Bubdject to such supervision and control ;s the Executive
Officer may exercise, it shall be the responsibility of the Chief of
Office Service; |
(1) To &lrect and supervise the mell and messenger service,
the generel files, and bthe stenograj:mc poqi; ‘
| (11') To plen and cupervisé the alloca‘fion of ofﬁce‘ space;
. o (111) To approve an& Lerue travel orders in accorda.nce with
| ' the l’candardized Gwernment fravel Begulations.
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(iv) To supervise the printing and duplicating work equip-

.ment, and nervicés carried.. on in the Divielon of Forelgn Fuzls
. Oontrol; | | ‘ ' |
(v) To regaisition and maintain cuetody of e11 materials,
‘supplies, | ain:‘i; equipment necessary to the vork of tﬁe Division;
(vi) %o tu;aefvise the wtonotivg.lervice vhich supplies tmne-
portetion ané earrie.r,l.erﬂce' to the Division |
(vi1) T ca::ry out cpnstant‘ ltuéy. invgéfige.yion, a.nc‘. "réeéarch
directed toward improving ‘.‘.ﬁe ofﬁce methods, practices, and
2acilities of the Divigion; and '
(viii) To perform such other functions with respect to the pro-
_ vision of‘cfﬂce services as mzy dbe assie,ned. from time to time,
| This period of the admiristrative history of Forelign Funds Control wcs,
| . hewever, charccteriged by two s*gnificant fzetors: (1) a é.eli‘berategfﬁfort to
A educste thp pu‘blic with respect to the freezing control and (2) an experiment in
1ntemepartmental‘treatnent of mejor problems corfronting the Control.
1. Bilic Bucetion of Freezing Contrel
‘ It s o'bvious that with the extension of the freezing control in June

"1941 thousands of persons were affected and. mﬁtitudinoua transcctions were coversd

by its re:tz;ictionu. It vas immediately recognised thot the wide lpread irpect
of the fraezing control ragu.lations vas’ not ﬁ:ny apprecisted 'by the pu‘blic.

A "Ya.rimzs devicec vere aqployod by !‘oreign hmds Gontrol to adeqaately sducete
the vorld and pe.rt' cularly persons in the ‘Unilted S»ates of tre 1mplioations of

. " this control.
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4ds indicated above, the presé releases issued durirg this period
in connection with the Vpromulgation of general_liéenses. general rulinge, ete,

vere more explicit, They descridted with deliderate axactituﬁ.e the purposes

" of the perticuler regalation, the trensactions which could or coild not be
reffe'cted ané. the general obiectivéa sought to "be"'accbmpliahed by the reg”alationa.' ;

In adﬂition, the I’e&eral Reaerve Banks who vere in af“ect the field
agents of Forei@ Funds Control required cpecialized ednce.tion on the scope ma
implicatione of thre e:_uamled freezing cortrol rezulations. Top mem'bers of the

steff embarked on an edu.éétional tour oi‘ each of the Federal Reserve Banks

and digcuseed in detail with them the regulatichs being issued by Forelgn Funds
Control and in general expanded upoh the progrem ilhich vas "being administered

by the Control.‘ i’he officiala of the Federal Reserve Banks were invited to
¥eshington for romad teble discussicns not only with officials of the Treasury
Department but with ofﬁciele of other &epartments of the goverament who were

vitelly interected in the d efensive measures Yeing tekern 'ov this OGoverament through
the medium of econo'nic warfare meagures. In addition, an official of Foreign

Funés Control was specificelly assigned the resporsibility of maintaining liaison vith
each of the Feﬂ.eml Reserve Banks so that they cou..d be kept informed currently

of all developgents. and programe being adopted or connidersd. It was recogniged

that the Federzl Reserve Bens, who in turn hed contacts with all the banks in
their districts, were piiotal points and their‘ supvort and understanding of

the progrem wes essential to an adequate operation of the prbgram.

Ofﬁciéil of Forelgn Funds Control took eve’r& opportunity‘ to address
yu'buc grcmpa interestet! in the effects and mplications of the freazing cantrol,
&ey a.&dreued the American Iaav Iutitute. the Bankers hsociation; the Netional
Trade Gonncil of l’oreign ?raae. they acceptea e'rery opportnnit*r to puincize the

- 58 =

S . 331:¢8



http:mearJ.r.es
http:reaS"J.l7
http:progZ'P.1n
http:ilS".::.ed
http:delibera.te

freezing c'ontrol in order that the putlic with whom the chief enforcement pover
resiceld coula understand tke ei’fects and inplications of these contrcl meagures.
Members of the staff mblished articlea on the i’reezing control.

During this period the Lo;-ee Cormittee, a mb—cpmm:lttee of the Foreign
Exchanze Committee, composed of the leax!ihg bankg of the country, was organized,
Thie group worked closely with the officiels of I‘oreig:i maé Control ‘iﬁ &evelopiag
regiletione vh;ch mafe sense in terﬁa: of bank:lng ﬁperationg vhile, at the sanme

tine, né_t tﬁe o’bjéctités of the Control. It ves importent to work with this

committee which, in effect, was a specialized group of people coterirg to the - .

public needs. '
In additicr, every effort was made by officlals of Foreigrn Funde
Control to explain where circumstances permitted the reason for action on certein

applications. Originally, & member of the staff was designeted to consult with

the pudlic on questions relevant to the freezing control. Ex_perience‘ subsequently '

shor ed, however, that it was inadviszble to assign this responsitility to one .
ﬁerson who may not have haé intimete knowledge with each qf the gpplicetions,

Thig often resulted in unset isfactory infomation being given to the public,
Cognizant of this fect, the group charged with responeibility of liaison with the |
public was dispensed with and an @plicagi. with of vithouf ecounsel, conld consult
with ary member of the siaff on the disposition .nadeA 0? hig appliéation and to
obtain whatever facts were necessary to a proper understanding of the ;‘mrposes'.

of the control and the m:.qm.h of actions taken. It wes found prefen’ble as
time progressed to mrnish mch informtion to a.pplicanta instea.d of the flat
denlal. ¥ith a proper understanding for the reasons of the denial, where facts
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and circumstances permitted, the spplicent became more sympathetic to the
operations of the Control and more coeperative 1n the sseisting of the enforce-
ment of the control.

2.

ﬁth the eztension of the free:ing control in Juno 1941 to cover

pra.ctically all countries of the world . and the comencement of the use. of the
freezing control as a. defensive sconomic werfare measure of this countl'.v. th& ______
enrorcement of the control sssumed a more dynamic role. |
The Treacury lteff which ‘worked on the freezing control matters

recognized that gome of the problens preeente& ha& wile spreed 1nwlica.tione which '
n..ght a:ffect the operations of other departments of the government duiring this
eritical pre-war period. 4 close coordination vag established. betiveen the "‘reasary
officials and the officials of the Departments of State and Justice. A small
1nterﬁe§ar£nen’cal conmittee wa.e este‘biiehed, made up of top officiels af theee.
departments to discues the basic progmms a.ud problems presented by the aiminis-
traticn of the freezi;g control, W’eek‘.‘.v meetinge of this 1nterdepartmenta1 commi ttee
vere held at which more difﬁcult applicationg vere considered; where poliey A
was developed a.:id whe:fe economic warfare ~. programs being a.dminiet.ered by the
different departpents were coordinated.’ The Japenese voil applicatlone es well
28 the applications involving General Aailine and Flm are mnples of the cases -
considered by this Inter—Departmental Commi ttee. ‘ }

‘ It wes at these inteMepartnentaI diecnssionu that coord.ination Yes
| . also eﬁ’ected betveen the mvesti@tive vork of Poreign l‘unﬂ.s Oontrol and the
1::vestigative work belng omied on bv the P.B.I. Initiany. Jns‘ice a.rgned for
all the investigative work reqnirea 'by Joreign hnde control to de carﬁ.ed out by
the F.2I. However. 1t was felt ‘after muck ceneidemtion that it vould Ye preferable'

. for Forelgn Funds Gontrol to bave 1ts own 1nveet1gat1ve starr sup‘:lemented by the
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6thgr investigetive units of the Trezsury who would a.llAa.ct in close woperation

with the other investigative organizations in the government. In fect, close

cooperaticn was alvays minta.ined with the F.B.I, for the exchange of 1nfomation

and for a.ssistanee to the J‘.B.I. in epplylng senctions to perscns who ha.:! been

found guilty 9. sub_veraive activities,
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L . PERICT OF A3GESSSIVT BLOCKING —- nzc:z::, 1941 to ATGTST, 1945

4, Basic Le e.'L "'ools
1. hendment to Tradizg : ¥ith ‘he - enem* Act,.
<. ‘kecuta.ve Order No..8998 | ‘ v S
; 3 ; vkecavive Crier °1°3 - Es..a‘olishment of a C}a.s .odim ol Al*e Prop‘e'r‘ti |
4. Bection S\e.) of the ..rading with the enemy Act. | Ly

B. Besic Reglatione

1. Gene—el Libennes :

(a) Trectment of Forelgr reticrels (ouhe‘ taen Jezenese) in the
U. S. = Generel Iaicense 4z,

)] Treatment of Japanese‘ - Gencre) Licerse 6854,

2.. Generzl Rulings

(2) Treéins with the enemy - Gezmeme) Roiing 1l.

.

&) t*ol cf gecurit u-EG, ¢urrencyr, checss an:?.»f.raf‘cs
(1) G'arrency control - General R:Iinz EA.

(11) Scorched Tarth Policr ard the Philipoines~ General Ruling 10.

(111) Scorchéd Eerth Policy end Howal!

(iv) Control of c..evks end drafis - Genexs I-‘c:.'.’.ing sA.

_(c)v Hearings for uabloc! :in'- - Generel Bolins Vel 13.

(e) Bagu.lations with respect to unlicenseé trancfere~ Gerer Rr»lﬁxi?; 1

(o) Disclosure of ’oenefic'al 1nterest in sec..r* tr accomt= -
General Liny Yo, 17. ‘

. (£) ICens::.s ol Americen Propari; ljbrqai - TF=-500. !
‘ ' (&) Directive Liceﬁaés o A : : ' " . A
~(n) Import Controls ove.. Art Objects - 9. D, 51072 ’

o I (1) Limitetion on e.co.:isition o securities for El‘OC‘Ef?ﬁ‘acéo:m::a: ___
( : Pu‘blic Qircular ]io. 14. PR

(J) mocdng of Gema.n ‘and Japanese "Assets — Generel Ruling 11A. ’




C. Enforcement in United States.
1. Ad Hoc Blocking Program
(a) American citizens _ o -
(b) Internees - :

2. Invest!.'gaﬁve Program

;.‘ - () vmestigative Organization
e (v) Sample Investigaﬁbne :

'3? 'Ireatnent of Dusiness bnterprioes.
" (a) Liquidation - Forced Sale of lssets. R S

(v) Vesting Act‘lon

(c) Supervision - " ‘ o
(d) Restrictive Licens’ing. - . | B
(e) Reorganization without Blocking .
~ (£) Contingent Vésting account |
Le Collation and Use of P’iné.ncial Intelligence

(a) Relation to Office of Censoréhip
(i) Background ' |
(41) Function of Onnsorsh_p Relations Section
(b) Handling Censorship Intercepts, etc. -/The‘ Flexoline
(c) Diplomatic Pouch | '
.‘ 5. Licens;l.ng opex;ations

(a) Development of Idéensing Policy
(1) Technique of Bla.nket L:lcensea
| (11) Other Techniques o
.. | L (v) Enmples of Idcenaing Policy .
| | (1) A;nerican corporations in neutrals.
a7 (1) ReltefProgrm - -
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« B : - (144) V_Busineas Enterprises
o . ‘ . ~ (iv) Trusts and Bgtates <
(, L  (v) OCrediters Clains
(vi) official ”unds | '
| (vii) Rmitta.ncea fror Sliaa Oumibus Accounts
' (é) Pnblicity to Li.cenaing Policy |
(1) Before ldninisirative Pmcadures A.ct.
(14) Mter Aéaﬂ.niatrat&ve Proeedma Act.
D, Enforcmnt Program in mﬁn Amica | |

-1, Inter-kmerican Conference on Economic and Financial Controls (Jnly,19l.2;

2.A Implementatd.on of Intcr-kmerican conference Resclutions

3. P:oclaimed List Program

Lo ;rgehtine Progran

5. Special Blocked xa{aional Program
Y ’ 6. Foreign Payment Plan

T ~ E. Evi‘orcement Program in F:urope

- 1. Activity in connection with Id.berated Areas.

2, Participation in the financial ivvestigations and establishing the
financial controls in Germany.

3. Participation in Program re Lootead ¥ roperty and Uerman External
Assets.

' (a) Swiss llegotd.ations
(b) &ed:lah liegoﬁatlons

. Fe mforcemnt rqgran 1n U.S. mrr‘.lbties, atc. .
Eatablishmnt ot Pwto Rico otfioa. S
. h " 2. Bo-estuhnahment of Ptﬁ.lippd.ne Otfice .

G. Ooncluaion - Admlniatntize lanagnent o
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