
CllAPT~ IV 

AI 1ndicated above. evente movedquickl;Y 1n lhlrope from April 1940 tc 

June 1941. Du.r1ng thie ,aarue period international preasurea were being uerted 

in other parts of the,world. The course ot both Ital;y and Japan had been causing 

dhqufetudethroUE;hout tpe wo~ld tor ms.ny, 7ears. Italy had thrOwn in its lot in 
• : " ~ . ' • , , ' • I . , 

actiVe war wi~htle~a~ortlY .b~toreJih~ collapse of France~ Progreasively 

811ena:i~d. fl-otl'tAe d~~~~~ad.es, ,~~bOpefulOf ~a8Y bOoty it had: Jo1oedwi th Ger!ll&IlY. 

I ;apan.the~h1eiaiiy ot: theAi1•• b84 p;ot1ted from the dt!mocre.c1es but nov 
, .'. .: .. ,', ," . '. - '", " .' .:'. " . .. 

had become an active: cOllaborating: merIlberof. the his. Jape:n e.lso bad been ari al17
l' , ,,' '. . '. ' 

of 
~ 

the ~ic'torB1h:,th''.la8t ';a; and b8d~ gaine.d coo8ide;£)1;y1n theall1ance. Ita 
,,' , ,~ ", ,'. '. ' ",' . ",' , ,'. . ~ . '. " ,. " '~ , , . 

: \ .',. , ',' ""',arm;; andnivY 'had be'en"~~l~d,up~ii bUt; 11 ttle. Its in.P.ust,rh,s had profitably
" '. " .' ':.,:' ',' , ,,"'.' . , :1'" , , 

expudedo, It ha.d beell·therec~pieot of frlend.J.y toreign :finariclng~ It di d riot. 

aa Ge~. pr.ofi t trom the fUrtherance of, 1 te plans by the process o~ borrowi%lf; 
, , . " ' ' ~ , ,.... ~ . ." ' 

and. default;.i ~~' im;Pe'ri'al and 1ndustrlal bonds Yere serviced, until World War II. 
"':"'. " ,', .., \ " ;" ' .' -. , " ,':' ... 

Prior, to W0l'ld .Wu,-,II· ~he tinancia;L and 1ndustrial organ."zaUon of Manchuria 

had been 'completed. since- 1937, Jap&.n' had been, attempting the cpnquest al'ld 
, ~ . '.. "t"';,":' ,.,. . . . 

ab.orpt1o~ ot 'china.. and at the lame time. internally ant 'by toreign trade. parti ­

cularly With ihe'democrac1es. Yalltlpplying ihelf tor even greater conquert. 

fo asSist ita 
" 

ovne%P2lnBion by 
, 

torce, Japan eager17 endorsed the Gel'1!'.a!l plane of 

conquest. 

The three Azil powers had certain aimilaritiea. All had actively adopted

',{.e, conquest as a national pol1C;r". All had protited b1 triendly relatione with the 
:(j,',:' 
,),:: 4emocrac1ea.!'aeh had been able to Ileur'ethe conquest and inM.strial and tinancial 
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absorption of an important area without general war and. was engagec! in the 

eonque~t and absorption of others. 

With conquest growing both in Europe and Asia, the free use of credits within 

the United States would, in fact. have ma~e the United States a substantial con­

tributor to the oause of the invaders by acting as the financial medium for the 

.lUpply of goods and lervices (tv-en though the Neutrality Act of 1939 forbade direct 

trade with an aggressor. Oreditsof the aggressors too could beve been used for 

sabotage and espionage to the detriment of the United States and. ita world position. 

The unsupervised UBe by. neutrals rf their property might be COntra.T7 to necen817 

policies of the United States. And lastly, the ~'lWered question became more 

inshte:t:t - had Ge~ and Japa.::., which had 10 oarefully planned their economic 

. and financial warfare elle~here overlooked the United States? Outposts were here 

in a'bu.nC.a.nce - the branches and affiliates of I. G. larben ar:.d Hi tsub18hi are 

just two examples of the extent of the Azis penetration in the United States prior 
J . 

to 19.40. 

Many things which the enemy· required for the continuance of his aggression were 

not within hiB borders, nor were they available from areas under their control. 

Products of the Western Hemisphere, of Africa and Asia were urgently required for 

an efficient operation of the ~s war machine. Modern warfare. which was dependent 

en large Bcale production of the ~owerful and oomplicated war machines of today, 

was alao dependent on the operation of a M«hly complex .yste~ of production, 

tranBportation and communication. A complicated machine is likely to be more 

powerful than a aimple machine but it is, at the B8J'!le time, certain that a ahortage 

of one or tvo elsential agents of production will.cause more damage to the 

. e cocplicated llechan1Bm. 
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!he importance of these economic trends on behalf of the Axis and their 

potential threat to our defense Yas early recognized by the ~reasury. From l(ay, 
. . 

1940 until June, 1941, the Treasury pressed for State's approval of a prog!'atl 

Yhich would apply the freezine control to the funds of Ger:ma.n.,v, ItalY', Japa.."l 

and the neutlall. State Department was opposed and continued its opposition 

during thl s entire period because of the political si tua tion then prevalliD€. 

On the other hand, the opposition b:- the State Department did not prevent us from 

continuously arguine the deaira'til1 tY' of extendine the freezing control, particularlY' 

&8 it beca.tile mo::-e and more apparellt that Germ&ll, Italian and Japanese funds were 

leaving the Un! ted States and going under cover in Latin Ame!'ica, particularly in 

~gentina. We would not have fulfilled our responsibility if we had not protested. 

BY' the lame token, the State Department had the firial word on this issue as thEY 

properly should have had on a matter of this na~'ll'e which would' have caused reper­

cussions in the diplomatic and political field. 

!W October, 1940, the Attorney General joined with the ~reaB'~1 in pointing 

out to the State Department that there Yas perhaps no greater step the.t might be 

taken to stoplubversive activities within the Un!tei States on the part of the 

A'rls .than the freezing of their assets in the United States. The 1.13.1. and other 

enforcement agencies could uncover isolated instances of such activities. but 

the real way to atop them would have been '\0 padloCk their purse. It is true that· 
~ 

such action would have prevented isolated tr&llsactions: but aubversive activity... ­

operation Is a very costlY' operation and the more difficult we vould have made it 

tor them to carry out those activities the aore ve would have accomplished. 

Moreover, !'realUl7 officials recognised, &8 earlY' as iovember 1940, the 

importance of econoll1c power as a weapon ot modern war; the importance. of utll1zine 

the freesing control povers at the ~rea8url Department·for defense; the strength 
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tor defense implicit in coordinating the activities of the many d~a~t~er.ts 

and agencies of the GoverIll'te:l.t exercising economic powers. 1'he economic powers 

of the Government available for defense were manifold. Strategic and critic£l 

-~ 
itice Commission. lbreign exchange and the wherewithal of 

----~~---------~ 
other nations to purchase goods in our own or other markp.ta could be serio'.l.81y 

delimited by the use ar the freezing order. ~De freezing control could, in fact, 
. ~ 

amount to an import embargo. ~hepurChaa1ng power of the Government in foreign mar::CetE 

could be used to make necesaary war material unavailable to other nations which J;o.J"-' 
~ 

in 1940 were spread allover the Gover~~ent and were being used in an uncoordinated 

manner without proper timing~ln the interest of self defense it Was im~ediately 
recognized by certain Treasur;! officials that an over-all co!lll'D.i ttee sho\lld be 

created to coordinate and handle these economic defense matters. Exploratory 

di'~JS8ions were held continuously between ~rea~ officials and officials of 

the D~arbent of Stete, Justice and the Foreign Economic Administration, then 

known al the ~.E.W. 

In December, 1940. ~reasury officials initiatedinterd~artmental discussions 

with a view to Iscuring an extension of the freezing control to all of Continental 

Jurope. and the desirability of coordinating the various' economic warfare 'functions 

within the Government. At that time there were two major organizations in the 

field: Jbreign IUnds Control and JZport Control. ~ort Control was originally 

~ eltab11.hed under an ~nistrator of Export Control who was c~rged with the 
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i'unctlons of administering in accorda..OJ.ce wi th a policy determined by the State 

Depart:nent. An order vas &c.tually prepared. in December. 1940, vhich would have 

had the effect of extending tll9 freezing control and coordinating the activities 

of ibreign ~~ds C~ntrol an~ E%port Control together with the precl~sive buying 

program in which the Government vas all',-ady engaged. llo e.ction. however, Vas taken 

on theBe matters until June 1941. 

1. 	 i;tended ~locking 

Actually, the Executive Order extending the freezing control order Vas 

issued in June 1941. Specifically, it covered the funds of the follovicg countries: 

.Albania, Andorra, Austria, Czechoslovakia, Danzig, lioland, Germany, Italy. 

Liechte~stein. Poland. Portugal, San Marino, Spain. Sweden. Switzerland and the 

'O'nion of Soviet Socialist Bep-J.bl1cs. China and Japan vere not included under 

the freezing control until July 26. 1941. 

When the Jxecutive Order Vas is~ed in June, 1941. extending this 

freezing control a press relea~e vas issued stating boldly for the first ti:ne some 

of the purposes of the freezing control and the reason for our action. The press 

release atatedz 

lIn view of the unlimited national emergency declared by the 

. President. he has today issued an Executive Order freezing immediately 

all German &n.d Italian assets in the 'O'n1 ted States. 


'At the a~e time the Order also freezes the assets of all invaded 
or occupied EUropean countries not previously frozen. These include 
Albania, Auatria,Czecboslovakia, Danzig and Poland. The freezing control 
vill be administered b,v the ~easur.y Department. 

'!hese mea~e8 in effect bring all financial transactions in vhich 
German and Italian interests are involved. under the control of the Gov ern­
ment. and impole hea'V7 criminal penalties upon persons failing to comply 
herew1 tho !:.'he Ixecuttve Order i. 4esigned~ among other things, tp prevent 
the use of the tiD.8llcial tacili ties of the Uni ted States in wqs hamful to' 
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national defense and other American interests, to prevent the liquidation 
in the United States of assets looted by duress or conquest, and to curb 
.ubversive activities In the United States." ' 

It was further stated in the press release: 

.With a view to implementing the control of German and Italian as­
lets in this countrr and in view of the inter-relationship of inter~tional 

'financial transactioos, the JKecutive Order has also been extended to the 
remaining countries of continental Jurope. HOwever, it Is' intended that 
thr~~h the Medium of general licenses the freezing control will be lifted 
Vi th respect to' l'inland. Portugal, Spain, Sweden. Sv1tzerland and the Union 
of Soviet Sociallst Bepublics, conditional upon the receipt of ad.quate 
assurances from the governments of such countries that. the gene~ licenses 
will not be employed by them or their natiows to evade the purpoa es of 
this Order•. FUrthermore, transactions under the general licenses will be 
subject to reporting and. careful scrutiny•. 

•Simultaneou@ly, with the issuance of the Executive Orde~t the President 
approved reg~ations ordering a census of all foreign-swned property in 
the United States. ~s census will relate not only to property in the 
United States belonging to countries and nationals subject to freezing 
control but to all other countries as well. n 

1'0 atte!llpt Will be made here to discuss the technicalities of this 

Executive Order since this subject has been adequately covered in the document 

entitled nDiscussion of Documents and Other Mattera Pert~ning to ForeiGn 1Unds 

Controln. However, it might be significant to indicate .one important distinction 

of this Order from the earlier orders. 

Executive O~der 8389 did not purport to be an amendment to the old 

E%ecutive Order .0. 6560. Executive Order 8389, as Issued in June, 1941, was 

divorced from the old Executive Order 6560. In the new order the President had 

declared an emergency that permitted the operation of the freezing control without 

reference to the 1933 emergency_ Obviously, it made far more Bense In a separate 

docwnent rather than he.ving it tacked. on' to an amendment of the 1933 order. The 

ti tle of the order "llegu.lating tranlactions in foreign @oxc'ba..nge for foreign-owned 

_property, providing for the r~port1118 of all foreign-OWned property and related. 

matters" wu more descriptive t!:l.a.n the earlier titlB which had been in verr technical 

terms. 

331-:12 
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1'he form of the Order blocking China. and Japan on July 26. 1941 was 

different froD that of the previous orders. In this Executive Order. China and 

Japan was .ubjected to the t~eez~ng control by the mere addition of an item (k) 

to Section 3 of the June 14 order listing "China and Japan. " 

The date listed as· the effective date for the treezing of China and 

Japan vas June 14, 1941. The rea80n for that was that at the time of the extension 

of the Control to the balance of Europe in June. the date of June 14, 1941 'Was 

fixed as the effective date for all CO".llltrl. es not specifically mentioned in. the 

Order in order to provide us with a reporting date. Accordingly, when the Control 

V&I extended to China and Japan the earne date was retained aDd the retroactive aspects 

of the problem were handled through a gene~al license. 

Chinese assetl in the United State. were blocked at the .pecific request 

of Generalissimo Chiane Xai-Shek, largely because a large portion of China was al­

.re~ under occupation bJ the Japanese. The administration of the licensing system 

with respect to Chinese asset. was to be conducted with a view to strengthening the 

foreign trade and exchp~ge position of the Chinese Gove~nment in accordar.ce with the 

wishes of the Chinese Government and in continuation of tr~s Government's policy 

of assi s tingCi::dna. 

In addition, there were the international settlements as typifie~ by 

Sha.nghai. Although it had not been occupied by Japan, it was in the control of 

the Japanese. !he Chinese Were ~ffectively'blockaded and at the I&~e time the 
I . . 

city, itlelf, had not been occupied. Accordingly, if Japan )ad been froEen without 

the Chinese having been frozen there would have been provided a simple medium for 

circumventing the Control through such areas as Shanghai. ~y freezing China, 

lncludingShangba1. it was possible tor UI to use the Control to make S~~ghai a 

.... ,­
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help to China. Goods were movine; into Sha.nghe.i a.l').d a ce:-tain portion of them 

were filtering thro~h into free China. The same was true of HongkonG which was 

under British control. These were the areas through which goods were getting to 

t~e Chinese. The freezing co~trol allowed us to pick out .those in China whom 

we wished to help and those in Shanghai we wish~d to help while at the same time 

leaving us free to interfere with transactions involving those we opposed • . 
The significance of the freezing order as applied to Japan Was that it 

represented the first u.a::lple of joint action on the part of Great Brite.in, the 

Dutch. Canada. and the U~ted States. jllofthese countries imposed econo~ic 

sanctions on Japan simultaneously within a period of a de,;,-. It Was agre~d. the.t the 

vehicle t~rough whicL the economic aanction should be applieQ w!th respec~ to Japan 

shoule. be thrc~ the freez!:r:.g'control beca:use of its eminent :flex.ib!l1t~-. As 

has been indicated, simulter.eously with the freezing of Japan, China w~~ frozen. 

rue is prob!l'bl~ a classicax:a,,'!lple 01.' the flexibility of the Control. °f/e we:-o 

using it as a hostile economic weapon agai~st Japan and at the 8e~e ti~e using 

it as a bp.nevolent meagure in the case of China. 

Our Gover~ent's policy in the Far East had not be~r. crystplli~ed b7 

July 26, 1941. Accordingly, although Jap2;1l Was frozen We mcv~d very ca"C.tiou!ly 

in this are!". and so~e of the documents issu.ed ae applied to Japan were not decisive 

in pointing to what our policy would be. 

One of the probl~s that came up witt the extension of the Control to 

the Far East areaS Was the !act that HaWaii and the Philippine Islands had sub­

Btential legments of population which were ,Japanese or Chinese. 

• Prior to July 26. 1941. the operations of Foreign lUnds Control in 

liawaii were Tery lim! ted. There "as no office there; onl,. a few and insignificant 

application8 were received from Hawaii. However, with the extension of the Control. 

-8­
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to Chiu and Japan it became necessar'1 to c.eal with its reperCUSEl:>r.S itl &:wa11 

• and the ~lippine Islands. For example, General License No. 55 was addressed 

to the proclern of business enterprises in Hawa!i,witr. Japanese and Chi~ese 

bac~rcunds. It was not desired to paralyze business or subste!:.tielly interfere 

with it in either of these arees. Accordingly. the General License to business 

enter,priBee engaged in commercial activities within Rawaii was lssned allowing 

them to engage in all transactions incidental to the normal coneuct of tr.eir 

business within the territory provided that teer dld not eng~ge in any tra~saction 

which an .6.me,r1c~ could not engage in. !t'he lice!'!.se further provided t~t these 

busineBs enterprises could not draw on their balances in the United States, nor 

would they take a~v steps which, directly or indirectly, aubstantially d1~iniBhes 

or impe:-lls the assets of such orga!lization within the Territory of Hawaii. 

It might be appropriate here to i!:.dicate how the ~ritiEh Crown Colcny 

of Rcngkong wee treated. General License No. 57 Was iss~ed and pro~lded t~at al­

though Rongkong was not pert of Chine w!thin the meenir~ of the Order, it Was to 

enjoy the .£me privileges of the Gene:-al Lice!:.ses which were issned to Ctina • 

.Actually, the Chi nese general licenses were issued e.fter tr_e HongkoIlg gene::-C'~ 

license and we were in effect putting the cart before the horse. To appreciate 

the sign1ficanee of the Rongkong general license it is i~ortant to know the scope 

o~ the general licenses i6~ed to China. 

(a) ~Q~raph1c General Licenses. 

• 
When the fundamental objective of roreign Funds Control cr~nged 

on June 14. 1941. from one of benevolent protection and cO~Bervation of the 

assets of occupied count~ieB to one of aggressive total ,economic and financial 

wartare, the remaining unbloCked countries of Europe Vere brought into the 

.eope ~ the treezing control, and friendly and unfrieldly cou.ntrier were 
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blocked. ~o impede tte consuwmation ~f legitimate and innocent trans­

actions as little as possible. certain friendly neutral European countries 

whose territor,y was contiguous to enemy or enemy occupied territor,y were 

granted general licenses. It will be recalled that in the press release. 

issued at the time the extention of the freezing control was effected on 

June 14, referenc.8was made to the fa.ct that ~ecial provision would be 

made permitting the lifting of the freezing control.v1th respect to F1nlend, 

Portugel. Spain,Sweden. Switzerland and the U. S. s. R­

(i) ~eUtral General License •• 

a.eneral Licenses were grE.nted to Sweden. Spain. 

Portu~a1 and· ~itzerl~nd after their respective governments 

gavE' gue.rantees Nld assurances to the Uni ted States Ck>vern­

ment that all the terms and conditions of the general licenses 

Would be strictly adhered to. 

Theee general licenses perriitted conQUmmation of 

trade and f1 ca."lcicl transf.ct! a1 s with these countries without a 

epecific license provided that the tra.nBaction~ were. not by or 

on behalf of. or pursuant to the direction of any blocked co;.nt~~ 

/ or blocked national (other than the countr,y to which the general 

license 18 granted or national thereof); and provided also that 

the trasnaction did not 6the.l"'iih~ involve any blocked country 

or blocked national. If .the transaction vas not by or on behalf 
• 

• 
of the government or the central bank or equivalent institution 

a duly deaignated agent certified or confirmed that the trans­

action complied 'Wi th the terme of the appropriate ge~erel 
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license. A trade or financial transaction, accordingl?, 

could"be effected under luch license with one of the generally 

licensed cO·J.ntries only if the interest involved in the trans­

action or the interest in the property affected we~e intereEts 

of nationals of "the country to which the general lice~se had 

been gra.nted or -of the government or centraloank of that country. 

One of the questions that came up in connection 

wi th the ext,enaion of the freedng control to all of Eu.rope 

vas the sta.tus of Tan&ier. Orig1n51l1. Tangier had been within 

the joint control of 7rance a~~ Spa.in. At the time France fel:!., 

Spain took over the area atld the question arose as to whether 

Tangier vas blocked. A ruling was issued (Gene~l Ruling No.9) 

advising that Ta~er did not come within the Spanish gen~ra1 

license (Gen~ra1 License No. 52). Although Tangier vas blocked 

as part of Spain the Spa~~sh Exchange Control did not cover 

Tangier. T~er vas in a sense French area a.~d there were nc 

exchange controls. It vas' desirable to bar transactions under 

the Spanish general license so far as Tangier Wa.S concerned. 

Tbds constituted t~e first vhittling away of the Spanish general 

license. 

(ii) Bussian Generpl License. 

~e general 1icenae issued to U.S.S.B. did not require 

the formal a.ssurances vhich had been reque£ted of the European 

neutral nations affected by the freezing order since the U.S.S.B. 

vas an ally of this Government. Likewise, the general licensee 

!ISUed vi th respect to China. after Chinese funts were blocked, 

did not require prior assurances trom the Chinese Government. 
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(iii) Chinese General Licenses. 

~e Cbinaprogram as established by General 

Licenses Wos. 58, 59, 60, 61. and 62 pe~itted trade between 

any pert of China, occupied or unoccupied and the United 

States under atrictl,. controlled condi til)n~. In the case of 

&%ports from China to the Ulli ted States 1 t was required either 

that the proceeds of .uch exports be made available to the 

Stabilization !card of China or that the transaction be ap~roved 

by the Stabili2ation ~oard. In the caee of 1mpo~ts into Chine 

froe the United. StatE's it Was required. thet either the dollars 

to p~v fo~ such imports be provided by the Stebili2ation Board 

of China or one of the cooperation ba:~s. ~s had the effect 

of assuring that on all trans~ctions with China the dollar tunds 

were channeled to and from this Board through ap~ropriate 

des!gnated commercial and Chinese Government banks. 

J1nancial t~~sactions between the United States and 

China were likewise permitted only if they had the approval of 

the Stl'.bilization h rd of China. Financial remi ttance6 could be 

effected froI:l· the Uni ted States to China only if the dollars were 

made available to the Stabilization Board of China. while financial 

remi ttancee from China to the Un1 ted States CO'llld be effected 

only if the dollars far such remittances were provided b~· the 

Stabilization Eoard of China, or such remittances vere ~ecifically 

approved by the :Board. 

A similar program with respect to China Was adopted by 

Great !ritain and, Bince the great bulk of Ch1:.a'a trade and financial 
II 
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transactiens 'Were effected in dellars ane. sterli!lg, the control 

of the Chinese Govermnent ever the ecenooic and· fina:lc!.cl activi t:es• of even the ecc·J.pied areas ef China was cooplet7 to. an extremely 

• 


high degree. 

In its purpeses and effects the Chi:lB.pro.gram exernplifi es 

the high degree ef effective centrol which tvo frie!ldly gevernme.:lts 

can exercise by interlocking exchange of loreign.J\L~ds Control ¥hen, 

the Ti.e1uitudee of var and invasie!l call for the use of ecenomic 

weapens. This program achieved its ends by a friendly blocking, 

acco.~panied by appropriate ~e!leral licenses designed to. meet the 

Ipecific requirements of the situation caused by the unproveked 

Japanese aggression. against China. 

(iv) !;i:en'$rallv Lice!lsed Trade Area 

After the freezing centrel was extended to cever ChinF" 

and Ja,~~ it bec~epracticable to. give a designatien to. these . 

a~eas which were not subjeot to. the restrictions o~ the freezine 

centrol. .A.& will be indicated below, with the ado.ptio.n of the 

~reclaimed List, ~neTal License no.. 53 Vas issued which remeved 

certain persens in'Latin America fremthe effects of the freezing 

centrol. In Aug-J.st 1941. General License Ie. 53 Vas amended and 

the co.ncept of , the generally licensed 
. 
trade area vas intro.duced. 

In this category ofceunt~ies were incl~lded not cnly the Latin 

American co.untri es but ~he :Bri t1eh COl!l!Donwesl th of Nations I . t!le 

Unio.no.f So.vi~t So.cialists Bepub11cs, the Netherlands East Indies, 

the Netherl&.:l~S West Indi es, the :Belgian Conge, lhla.nda-Urundi, as 

331,~19 
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vell as Greenland and Iceland. The .American Republics were 

included in the generally licensed trade area since there vas in 

existence a Proclair.led List fo:, tha't area•. Wi th rege..rd. to the 

13r1tish CO::n:I:onweel th of Nations • ve did not know whether the blocked 

nationals there were good or bar; but the intelligent p1e.ce to control 

their activity was not from our end but fro~ the 13ritish end. The 

other areas mentioned above generally fall into one of these cate­

goriest China val! excluded from the generally licensed trade area 

because ve never had a Proclaimed List for China and that was an 
I 

area where one vas needed. Moreover, ve had a Chinese progr8L1 and 

under General License No. 58. as will be inCicated below, the Chi~ese 

could engage in transactions with SLY of the areas mentioned in 

Genl"ral License No. 58 ratherthP.!l thro'l.lgh General License No. 53. 

(b) Status 0;- the PhUibQines and Hawaii. 

(i) Fnilippines. 

In· general the stat'u.s of the Philippines under the 

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

the same as that of ~v other area under the jurisdiction of the 

United States. Ne.tioD2~s of blocked countries residing in the 

Philippines vere subj ect to the sanerest!'ictions as they would 

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

DuriIl& this period Sayre, High Commissioner of the United States 

in the Philippines, acted as representative of the SecretF.ry for 

the purpose of administering the free21ng coIt rol pu!'suant to an 

authorization from the Secret~ry of the ~reasury date~ ~v 1. 1940. 
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The extension of the freezing co~trol to C~~ne and 

Japan had a direct affect. on the Philippines by virtue of· the 

econo~c interdependence between these co·.mtries as evidenced 

by the fact that (1) a substantial proportion of the population 

of the Philippines was Chinese and Japanese. (2) trade flowed 

between the Philippines and ChiD..1. and Japan •. and (3) there vere 

extensive Chinese and Japanese interests in the Philippines. 

The Trea~ had no representatives in the Philippines 

to deal with these proble~s on a specific licensing basil. FUrther­

mo~e, it did not vant to be responsible for precipitating an inter­

national incident through the application of the freezing veapon to 

Japan. Accordingly. it issued, coincidentally with the promulga­

tion of Executive Order 8832 blocking China and Japan,Gene~al 

Licenses HOG. 63. 64. and 65, dealir~ with Japanese and Chinese 

ba.!lk::s andenterpr1ses in the Philippines, and tr.?~de between the 

Philippines and. China and Japan. 

Specifica~ly. Gene~al License No. 63 granted generally 

licensed DAti6nal status to two Chinese banks (China :Ba.nJ.d.ng 

Corporation -Philippine ~ank of Comounications) and two Japanese 

banks (Yokohama Specie Eanks - !ank of ~aiwan). Bank ~iners 

vere placed in the Japanese banks and qualified men placed in the 

Chinese banks to cooperate With the Treasur.Y representatives who . . 

arrived in the Philippines and set up an office there early in 

.August 1941.' 
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General License No. 64 dealing with trade between 

the.Ph!lippi~es an~ China and Japan was of ve~' broad scope. ·e 
It licensed all transactions ordinarily incident to the exporting 

and i!!!portin€; of gcod.s between the Philippines and Chine. and 
. . 

between the Philippines and Japen under certain specified condi­

tions. It did not, however, permit transactions involving any 

payment of transfer from a blocked account outside the ~lippines~ 

In other words. if the dollars involyed in a transaction were 

in the United States, they could not be used to finance trade 

between the areas designated in this license. ~tually, ve~T 

little trade moved between the Philippines and Ja~~ despite 

this general license. In Noveouer, 1941, when General License 

No. 59 Was aoended to control trade between the Philippines and 

China, Gen~ra1 License No. 64 Was revoked, thus eliminating 

general lic~nse provisions for trad.e between the Philippines and 

Japan. 

Gen~ral License No. 65 permitted blocked Chinese and. 

Jap~ese enter?rises to engage 1n no~ll activities within the 

Philippines. : Pursuant thereto they were allowed to eng~e in all 

transactions incidental to the normal conduct of their business 

within the territory except those de~led to Americans. The license 

did not a-u.thori2e them to draw on their ba.l.al'lCeS in the Philippines. 

JUrthermore, they could take no steps which would directly or in­

directly diminish or imperil the assets of an organization in the 

Philippines. 
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The most difficult problem met in the Philippines durir>.g 

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

the general licenses. There wes consider~ble antipathy b~tween the 

Philippines ~~d the.Chinese. Conseauently the Philippi~e bankers 

were using the fleezlng controls to discriminate againstthe Chinese 

rather than the Japanese and would not let the Chinese wi thdraw 

tunds trom bank aceounts. 

(11) Hawaii. 

Prior to July 26,1941, the operations in Foreign FUnds 

Control in Hawaii had been very limited. We hac no office there. 

The problems relating to Foreign FundsControl had been handled by 

the Governor ane! one seeretar:". They actually had had only two 

. applications since the inception of the Control and those had been 

sent onto Washington.
: 

On July 26, 1941, me~bers of the staff of !creigo Funds 

Control were already in Hawaii. The Isl~~e!ls business and b~~s 

'Were found paralyzed. There had. been runs on the banlcs. The main 

problem for the first few days was to set up an offiee and calm 

down the co~~ity so that there would be no further runs on the 

banks on the Isl~d. 

Cooperation wal Bought from the Ameriean, Chinese. 

and Japanese 'bankers in Hawaii. The American and Chinese ba:n.kers 

were first,invited into a meeting with members of the Foreign Funds 

Control statf and diseulsions were held with them with respect to 

the history and meaning of the freezing control" That Was followed 
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by a meeting vith the Japanese banke~s who. strangely. enough. 

were quite familiar with the freezing controls. 

General lioe:18e8 were iuued for Hawaii shdlE..r in 

Icope and objective to t~ose which were issued w:th respect 

to the Pbilippines. General License No. 56 was addressed to the 

problem of business enterprises with Japanese and Chinese back­

. grounds. They were allowed to eng~e in all transactions incidental 

to normal conduct of their business vith!n the territory provided 

that they might not enge&e in any transaction whicb art .Ameri~an could 

not eng~~e in•. It was further provided that the license did not. 

authorize them to draw on their balances in t~ United States. ~ney 

could not take Iteps wr~oh wo~d directly or indirectly substantielly 

diminish or il!lj?(ril the assets of the organization within Re.wa1i. 

General License No. 66 Was is~~ed granting generally licensed 

national stat-.l8 to Chinese and l'apanese ban~:s in Hawaii. 

Within approximately five dRys after the members of the 

staff of Foreign Funds Control had arrived in Hawaii the office Was 

operating at full force and ·ouslness ~~~~ng smoothly. The problems 

in Hawaii were not problems of trade with foreign countries but 

mtJ.nly trade wi th the main land. 

2. ,genIUs of foreign Owned Propertv in the United States. 

• 

Dur!ng the early histor,r of Foreign lUnds Control, it vill be recalled, 


a project to lecure information basic to the whole freezing program was undert~en. 


Wi tb the freedng of Norway and De!lJllal'k the Treasury bad required reports of the 

. . 

&8&e.tlil in the United States belo.D4l:iJ:18 to those countries and their naticn.al& on 

T::r.Bt-100. Beporh were 11milarly required for the &Ssets of other countries as thoBe 

countries were frozen until June 14, -194l.­
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The situation as of June 14. 1941, vhen the freeling control Vas 

exte~~e4 to all occupied European co~~tries not previously frozen, the ag;T~asor 

nations and the European neutral nations. mae~ imperative a co~rehensive survey to 

~eteT.ffiine the amo~t o! foreign property existir~ in the Unite~ States not only 

for the countries blocked but for all other countries as ve1l. Certain reasons 

are obvi ous vr..y thil cenSllS vas appli ed to the property' rf non-'tlocl:ed countri es. 

even though friendl~, as vell as those affected by the Or4er. !I:'he course of 

the Var and what nations might b~ overrun could not then have been foreseen. 

Cbange of title might run through various countries inc1udine friendlr. unblocked 

co~tries. Axis agents might be operating in any co~tIJ·. 

~ne census v~s directe~ toward showing not only the ama1nt of property 

vi thin the. Un! tee. States. but the identIty of the persons holting it. tr.ei r 

relation to it. and the t?pe and kind of property•.The census vas of a scope 

and detail unprecedented in the Un! ted Stetes. !I:'he Tre.3.£ury reg"J.lation iropla­

mentir~ Executive Order 8338, which Vas. issued in J~e 1941, celled for the 

property reports on Form ~~300•. At the 8a~e time a public circul~r Was issued, 

supplementl"d by q"J.estions a."ld answers as to the 1l'.a.Ilner ane. method in which these 

reports Bho~d be ~de. 

lieports were required trom all pcreons ovniD&, hole.ing or controlling 

anr type of property in which there was any foreign interest direct or indirect. 

All corporations or other business organizations issuing shares, bonds or other 

aecurities vere required to report the interest ot each foreign national as ap­

peared from their books. ~er.y agent or representetive in the Un!ted States of 

e:41 foreign co;mtT1 or of e.:r:t3 foreign national had to report B.llY property which 

he held tor his principal. Evel'7partner8hip, trust, corporation or orga."'lizaticn 

issuing ahares, bonde ,debentures or other eeC".:.rl ties in which a:r:J:3' foreign country 
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or &.a'tional had 8D.Y interest on ei tber reporting date was required to report 

Where t~o or more nntional£ 

had an interest in tbe s~e property, a separ~te report was required for eacb• sucb nationals and their interest in sucb securities. 

national. 

In order to determine tbe amount of property whicb might ht.ve been 

transferred from the beginning of freezing and to enable tbe Governnent to 

trace such transfers should thet be necesss,ry, all pereqns reporting were 

reqo1red to specify the amount of property on t~o s~arate detes, June 1, 1340 

and June 14, 1941. If reportable property was held on one date ~Jt not on the 

otber a report WaS nevertheless required. No one was requ1~ed to repoTt property 

less that $1,000 in value e:z:ceptine: property of unascertainable value such as 

patents. In the case of the reports called for witt respect to Cbi~~ and Ja?an, 

a third reportin~ date - June 26, 1941 - wes aaded, to provide a current picture
, ,-, 

of Chinese and Japanese assets in the United States. 

All «nationals of foreigQ countries" living within tbe United States 

were required to report ~ith reBpectto any property subject to the jurisdiction 

of the ULited States in ~hich tbey had au interest. The effect of this require­

ment, bo~ever. ~aB greatly reduced by certain general licenses. No one VaB 

obliged to report if he had been domiciled in and a resident of the ~nited States 

at all ti~es on and since June 17, 1940, except nationals of certain invaded 

countries whose period of uninterrupted residence had to begin at an earlier 

date (tbe date of freezing a8 to tbem). 

The property required to be reported included bullion. currency, and 

deposi ts; all t:rpes of seeuri ties, drafts, acceptance., letters of credit. prom BSOry 

notes, debit. and contracts; warehouse receipts and bills of lading; goods an~ 

merchandise. maehlne:oy and equipment; jewelry, pree1ou6 stones 8.lld precious meta;Ls. 
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objeet& of art and furnishings; real property. mortgages and other rightBin 

• 	 la.ndsi patetlts, tredem.a.r~s, and copyrigUs; estates and trusts, partnersUps and 

profit sharing agreementsj insura!'lce pol1ci es EJid annu1 ties; and other property. 

not otherwise classified. 

The reports on ~300 called for additional information intended to 

briig to light other foreign interest in the reported property and other property 

in which the reporting national might have an interest. Thus, each national 

reporting for hbself waB requ.1red to list the safe deposit boxes held in hie 

name or to which he had access. Furthermore. each natio~ was required to give 

& full statement of his business connections.' Information Was also called for 

that established the nationality of each person for whose property a report was 

filed. 

To 'fac1li tate .the reporting of foreign ownee. property and the st"..lcJ.y of . 

these reports the Treasury provided a specialized form of TFB.-300 in eight series: 

Series A was used for reporting property of individuals 

not engaged in' b'<lsineBS; 

Series E was used for reporting property of governments, 

business etlterprises, non-profit associations and trusts; 

.Series C WaB used br organizations issuing securities to 

report holdings of aeeurities issued br them; 

Series]) Was used br banks and safe depoe1 t cOrlpanies . 

. to report .&fe deposit boxes; 

Series E was Uled by be.nks to report deposit accounts, 

collection items, cashier's and certified checks, bank ac­

ceptances, and letters of credit. 
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Series Yvas used by banks to report securities in their 

custody or held by them as collateral; 

Series G Ves used by brokers to report balances, securities, 

and commodities held by thee; 

Series H Vas used by in~rers to report ingurance policies, 

annuities, pensions, and claims and indebtedness arising under 

in.urance policies. 

!he Treasury received a~?roxim~tely 565,000 reports of foreign owned 

property•. These includ~dl50,OOO reports on securities issued to naticnAlsof 

foreign countries; 135.000 reports on bank accounts of such nationals; 56,000 

reports on securities held in custody by benks and brokers for such nationals, 

.and 10,000 reports of safe deposit boxes in wtich wuchnationals had an interest. 

More than 65 percent of all rEPorts were filed with the Federal Reserve Bank of 

~ew York. However,. about 95 percent of the total assets vere reported on for~s 

filed with tt~t bank reflecting the concentration of large accounts in New York 

banking institutions. ~e dominant position of New York in the financial activities 

of the United States vas further refleeted in the distribution of Series E. F, and 

G reports, the b6nk and broker reports. More than 75 percent of the first and 

ap?roximately 90 percent of the last two vere filed in that district. In 1945, the 

Treagury Department published a detailed report on the 'Census of Foreien Owned 

Jasets in the United Stat,s', based on an analysis of the reports on TFB-300. 

Contrar,r to some o1sunderstanding at the time, this vas not an 

"informer's report". The personi required to report were only those who them­

selves had some interes~ in or obligation with teapect to property in vhich a 

~ national had an interest. 10 one was aaked nor Vas it even desired that anyone 
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.ho";].o. c;ive to theTre~S"::Z':' his suspicions or beliefs of prope:::t:r in w~~iC:"l a 

nationt;l of's. bloc::ee. eo-..u:.trr might have an interest. The specific info::-r.1.D~iot;. 

on t!lese reopo::-te has been he..r:;.c.led wi tl::. the a;reatest secrecy ar.d W'ret, availr-:;le 

~ .~.... 1" to ',a restricted fel-{ in t::;'e Govcr!l.":le:..t \o:l;.sre t:"_e use of.or e.xar:-,.!'l.l:.•lon on " 

6'\!ch in!ornc.tioI:. was proven as useful to t~e proseC\:.ti on of t21e War. 'No' one 

. fron the p·,l~lic vas allowed to exac.ine these reports except t~e person ~ho 

filed., the report or the pe:-son on whose beh<~lf the re:?ort Vas filed. 

. , 

severe er...d need fo::- dollrrs became acUte," t:he bloc:::ed cO'l..1.ntr~es reque!:'tec. t:1is .. 

re:;:.orts to e.ssist t:;'em it;. mo1::ili2:inc tee!:- dolle.r assc-:s in t>,e U::: t€'0.. StE'tes. This 

queEti0.:l recei .....eo. consic.e:-able attention b:- the f!!reaeur;·r. It Was bro':g~t to a 

-
siC:e:-ee. cl~1it favor d.isclosure of t:J.s ir:.:o:::'!:iation to t~e foreig::. .:::)"I"""':":1:";er:ts: 

(1) The p:!'oce:hrf' for del'rostin,; bloc~:ee. assets Would. be bro·.:.:;;-.t to ~ successful 

coccl·.:,sion l:rJ.f'h more rapidly; (2) such e.ction would be consistect 1A:.t:;' ti;.is 

govern;;;e::tls pro~~an for financial assistance to the Europecn countries. For 
, . 

ex.eJ:lPle, it t.-ould b.P.ve permitted the French to oobil~~e their assE\ts in t}:is 

countT/ to a prc:-:icable extent for rer..a.'bili t:::.tiO::l &nc, recol;.struction; anc: (:3t it 

voult:. hf.ve 1trprovec. our podtion in 1'J.:nortine; a~' French deJ:!Ulod th..":t Swi tzerlp....::le. 

~an~ otr.er ~eutr£ls reveal information concernin~ Frf'::lch assets held in or thro~&h 

such ca.:.nt:-ies. 

The cl'..iefe.rgument a&eiost revealine; this 1nforma'tion was the fact the.t me.D,.V 

e persons in the Uni ted StB.t~8, Jlotabl1' ban"J.:ers and. brokers, woulcl, unC!.oubtedly re.he 

.•trenuOU8 proteat. They Would cr,ntend that: (e.) the conf1e.entml nature of t!J.e 
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relcti onsl-..ips between the:! p.!:c. their:fo ::ei/;'!i. cus tor,1e:'s WE.D bei::.ci; irnpci!'ec.; (:;) thei l' 

.• 	foreicn custO!;1.ere we=e bein,; ph.ceo. in jeo.:;:n:.r~r wi tl:.. t::E'i:::, o'ym ccvern'"'ef,tt, pr.:rti ­

cul:-:.rl? whe::e su"wste.ntiel pe:lal tieE ":e=e in· effect for :Oailu!'!" to declare fO::E':'["n 

assets; e.na. (3) the ini'ometion Wa.s collE'ctec. b:" the Trec.!;-.,'.ry und.er the p!'o!::iEe 

t!lat it wo;.ld be treated as extrerne17 confidential. 

Those in tLe Trees·..::....""'Y w::'o f?.vored. givinS the ini'or::lE'.tiC!l to t!le forp.ign 

promise thF.t it wo·u.ld be treated e:trewel~' eonfide:.ticl. it W£.5 Tn£:.~e cIe"r thFt .. 
the ini'oTnF..t:on Wt.s to be used. for ot'ficir:.l P1lT:?oses of t!:is ~O"E'rn:"'1er.t; b) t:~.t 

tile e::..d of the war eliminr.i.eli reasons E.d.vancec. mos~ o:ten for ;;eepine t:·..iE info!'J11El,­

tio:: strictl~' con.:"ic.:e:ltiel - nS!:1el:.r, t~:Et a.n,:' c.isclosure woult. jeope.rc.ize t~:.<:' 

livef of people in occupied. cY.lI".t:-ies who cic. net T!?;PO!'t t:1eir assets tc t:;t;: Germens; 

Ene:. (c) ti'lE.t e..lt~lm.:..~nce:-tcln co".mtri E'S li!:e France 1"$, nF..c.e prov:'eio!l for severe 

pendties fer persons.w2.o :ailed to declare tl-"eir :o:'F.i;:;n as.s:::tE, it ":cs fdt t~lft 

t::ese: reg-':':'F,tions cocld 1;e r.:J.oCifiec. as a co::c.itiGn to ;iv:n:: ~r.e in:oT':,::-ticn to 

France. 

A:'t €:, cO::'Eide:-e'ole deli 'c!?retion it Was decided. in the frJ.l 0: 1 ~~-5 not to 

ci""e tills infor...c.tio!l. to the FrE!lch gov:;rll:"!lent or to any othf"r Gove::'n!:1ent who 

recr,;,esteCt it ,,'1 tr. respect to its respective !l2.tioncis.' In this cO!lr!E"ction.· t!le 

!rrees·J..'"i:' aC.vised thE' F1:"ench Go~ernr.:ent alon€ the !"ollo""ina linee.: trA:'te:' tl-,,~ nost 

serious condderetion. we reGret that w:e s:::'e UD.£.ble to co~ly ,,'ith ·the reCru.9,t 

o! the French Govern!1ent fo:::, t!le 1n.:'o:r::l~tion obtainec. by us on OUT ':'F'!l-300 census con­

cernin~ sSEets in t~e U~ted States owned. bi' pe:::'sons o! French nP.tionP.lity residing 

InFrE'.llce or in h"!neh Over-Beas te1'ritoriee.. !rhe prine.ry reason for this cor.cl'.!f!lon 

is the !"E.Ct tr..z.t 8.l:lY .over-all revelation of this informE'.ticm mit:;ht be rq;arc..ed. 
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by an important ae.;rnent of the .Ar.lericen p',ibUc as a vi.olr~tion 0: the stp.te'jef~tB 

lll2.c.e ~. the ~rea.s"~r at the ti!':1e t!J.e census wes t~:~en to the ef:~ect tl'-B.t the• ini'orrru:.tio!". wo-..:.1d be treatec. in an extremely confic.entici I:lar~~;er." 

The repo:-ts reveiled t!'la.t the vE'..lue ':>f the foreign p:-operty in t~E' Uni tee. 
.. 

Sttltee was. aboilt 13 billion dolle.ra 0: w:l1ch more: tb.-:n 7 billion doll£.ra Was the 

prop€rt;r of bloc::::ec. co~.:.nt:-ies..: 

. :.:\tPrOCle..iped Li st of· mew Ua ti o!le:l.§.. 

As the te~o of the »~o?ean wex incr~asec., the Western He~sphere 

reelh ee. more cd. more thr- tits en s tence e.e a f'aoil7 of 21 fri e:.CJ.:' rep-.l-:li cs we.s 

in cknger. At the R:bar.e confere!lce of the .Atle:-ican repu"olics held in July 1940. 

or fo:-e-iC:l natiom:.ls w:.ic;: oi;;ht B":l:ve:-t t:-,!O c:.e~ocratic insti t".1tic~J.s 0': any of the 

rep'.l:lics or fome:-.t d.iso::-d.er 1n their i:-_terne.l politicPl li!e • 

.~t .....as ret:.li::ed. that a-=r;ressor ru3.tio!"J.~ ne.t wor;'..ec. for ::-.8.ny FeE!'s to 

Pe&.rl Harbor in lioi t:.n,g; the production in UJ.s hecisphereof me'.D,.V vi td l:1(:.te!'iE.ls. 

~!ley kept tr.e price of theBe naterials up ane: t:le ou.tput Q.own.lt WE?S recogni£ed 

thet they had been w~ing economic warfare 1n this hemisphere for a lon~ ti~e and 

thE.t the~' hqe. dO.:le their work very well decoy-in.; A.::ierican cor.;pe.!lies into a::;rep.­

me.:::.ts. the pu..-pose of w:.ich such coropan'!.es ap~;arent17 CiC: not 6e:.se. T":.le b·.;.tiness­

men i.:::. the Wee tern Beci~here were pe&cef-J.l t~aders. 
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4irectly or indirectly by the aggressor nation. were already recognized as agents 

of .aggrelsion. !he United Statel worked hard to break cartel ar~angements under 

Which certe.in ot out: products wer.e cut out trom the other .American republics and 

trom the other aarkets ot the world. 

!hil GoTernm'9nt -recognized that the democratic institutions ot the 

~erican re,pub1icl-were cra!ual17 being undermined by the .ubTeraiTe activities 

ot .ais agents. It was no .ecret that they at that tille were .wel1. orp.nized both here 

and 1n the othe:J:! American. republica and that ther were toatering iastitutions 
. ":i ' .' '!o..

OPPOled to the democratic wq ot lite. !he tinance. vi th whie1i' tuse' nbverslve . 
( '. 

actiT1tie. were carried out in the American re.pub1ics did not emanate from the 

.A:ril covernment ba.t from the Ani controlled enterpriaee dhgulle4 in JD8llY w~•• 

.Actually, the techniques which the l'a:I':1I used in hiding the identity ot German 

enterprises made it difficult to uncover the machinations ot their agents. who 

in the economic tield are eYen better disguised than mili ta17 apies. __.', 

!rhe l!ri tish Government on September 3, 1939, imIlediately after the out­

break of war in Europe, ia~ed the first :British Statuto17 List, while the Canadian 

Government tollowed rut on 'ebruar;y 7, 1940 with ita origi\\Sl "List ot Specitied 

~erBonB.1 ~e need tor a corresponding United Statel list .ubsequent1y became 

Ter.v apparent as we engaged more ful17 in the preparation of our nationel detense. 

In 1940 and 1941, with the deYelopent ot the freeline ~ uport controll, 1t~ .... 

Val tound cumberlome an~ inadequate tor each GoTernmental Agency admin1~tering these 

control I to acCWllU1ate and ana17.e the ~ntormatiOl1 neceuar:Y tor a determination 

whether the parties participating 1n a proposed transaction or ehipment Ihould be 

allowed to do ,0. KoreoTer. there val lack ot machine17 for coordinating the ...iewl 

ot the various agencies concemine personl outdde thh count17. and American 

businellmen were creat17 handicapped in the absence ot a lilt of persons ab:r~a4 
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1f1th whom the)" should not trade. 

In the last llOutha of 1940, the Office of the Coordinator of Commercial 

and Oulturel Relations between the .American llepublics (later the Office of the 

Coordinator of Inter-American .&.ffairs) and the le4e:ral. Brlreau of Investigation 

made a lnll"Yey of the nature and u:tent of the problem ar~sing from the repre­

lentation of .American busine•• by UD4esirable firma thro~ut the other American 

IBPublics. !bis ~ey ~shed the factual ba,i, for a cooperative program 
I 

which Was carried out by the Coordinator', Office in coll.junction wi th the Depart­

ment of State and the ~artment of Commerce 4uring the first six months of 1941. 
!: 

!he program Was designed to enlilt the Toluntar" cooperation of American foreign 

trade firma in replaciD& agenciel or sales outlets which appeared to be undesirable ­

under existing conditions. The Department of Commgrce and the American foreign 

aervice officers in the field aSli8ted ~ch .American firms in obtaining aatie­

facto17 replacements. In the course of this cooperative program the problem 

waa ta..t:en up individually With more than a thousand American firms and some 

17,000 .American compani es generally interested in aport trade were formally in­

formed of the program and requested to check BJlY new accounts wi th the Department 

of CoMmerce or the Coor41nator'a Office In order to avoid establishing new 

relations with undesirable or queationable firms and particularl1 to prevent 

.American firms from "D..D.Vittingly tak::l.Jl8 on undee1rable firms which had been dropped 

-by other .American co~an1'es cooperating with the Government's program.. lt7 the 

ad of June 1941 v;pwarda 'of 1,000 accounts had. been terDdnated wi th undee1rable 

firma. 

• -!he information ooncerning undesirable firms which vaa collected In. . 
connection wi 1.):1. tht. program Was llade aTailable throu&hout this period ~o the 

".A4ministrator of lb:port Control Which uaed such informat1c:n Inpasaing .on license 

applicatlol18 for pro4ucts Which were ~bject to control. 
/ 
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On June 17,1941 tne extension of the free2i~~ controls to inc:~de. 

• e.tlO~ othe:.·s. Ge!'inan anc..Itf>..l1a.n n.ati~n.els. 'brought the !l'rel".s·....r:-- De:part:r.::ent' 

face to f'f.ce wi ~h a air.ile.r licens::'~b probleI:'! anc. rendered. morE' £.cu.te the, nece~si t;.r 

tointe.r~te and develop the ~nelin, of in!or.cction an~ lists relatin~ to 

lUI.I!.e,sirE.'ble tradinci con.'1ecti on8. One ef.fect of thct extei61 on 8..lld of the 

definition o~ Deti onal. included in the lxecUt,ive Order was to re.1se a dO'~bt 

in the m!.:.da 0:' t!le b-J.s!ne8s world aato w~ether t~ey micht 'deel. with' persons b: 

. k tin .Ar.le::1.ca. • !:'!ley haC: Lever concerned the:~8elvel! wi tL. vhether the f1 m. wi t!: 

"'·::::.!ch. t;'"e~' vere deel1!1i; ';'e.s o\\"ned. in Lctin A.'!lE'ricc. or we.s fine.nced froe SODe 

oO*.!lltry itt. !Uro?e. !rl:erco";;J.d not rel~r on the' ne.ine test as t~e ~ir.ns in Le.tin 

A.-:Ierice. e..nc. the persor.s t:='ere have S";eu: sh. Fr<'.:lch, Italian anee Ger;",":.Il naT"es. If 

bU.siness wit::' Lctin .A::lerica. 

e.bse:c..ce c: f.. pi1':lic list of enenies were illus!.:-e.tec':. b;.· t::e 50 or 60,a:-'::,JlicF..tions 

w~ic~ hPc ce€n received. by June 19f1.relctive to e~o:"t ~"1i~ort t~~Baction8 

vit!:. So·.:.th klericf.:l tims which We:-e Geman or'Itcl.ie.!l e.nd so::.e ofw:1!c::. were 

incl'l:.ded in the British Statiltor;r,Lht. It was ~reed e.t thE,ttice tr...rt tl~e 

policy wo'.lJ.d be to d.en,y a'l:.cr.. a.Wlicc.tione. 

As a prec2~t1o~r.r neaS~6 a~d in order to ,ive us a little tioe to 


vort: out O"oll' ulUme.te coUrse we issued. GenertU .A:ut!-~orlzat1on lio. 57 to Fecte:",£l 

. .. . . 

leaerVe lIa.n.';:a Q1l June 20. 19-U, 14 ~8 after the188·..an~e of t~f' new license 

. ,'suthorilln;;' them to 11su.e, lice:lses for intport 6lle ~ort trans' ctionl in ce.ses 

1nvol'ritt.t: 11'1.Portera or U?ortera in th.e countries o!' the Westprn Benisphere "who 
. ' " , ' ~,.' '. 

a:re or ~ be ::/&UOnall of a blocked CO'1l:lt17' .We tbenateted the.t the authoriza­

", 

. ,~,.,'",., 
., '. 

" ' 

tion .bu....ld not be dee:1ee. to e"..!t!wrizf t~e i8sue.nce of licensee in t::'e !ollo\dng 
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C&6es: "(a) 1nvolvit6 a tra,:lsaction iIi whlch a firm in t:le trIll tee. Str.tes 1lI!portin;; 

• or exportir..; the ·~oo:::..s 1& itself a 'na.t10::ual' of one of the bloc:':ee. countries • • .11 • 

or "(0) Wlle:"e t:'e lJ.l!!.:le of the irnpo:"ter, exporter or eL,.... othe:" pc.rt~· interested 

to time. or on lists to be furnished to ~ou from ti~e to time des!=n~te~ as 


Sched~e lA' of Gene=el Juthorizat10n Bo. 57.· 


• 


the Fe~e~l Reserve !a~:1 included the names of per!ons w~o we:-e on tne ~r~tish ... . . .~ . 

3l,e:: Lht and w~o Vere on our specie.l. list a& derivec. frozil.the lht prepa.red by 

t!le Exi»ort Control anc.. CO!!L;:;erce Departoect. ~ ae.vised t::'e ban:-:s thE.t if an.,v ... 
",i.

tt/ 

of the pC:.:"ties Q.oiIl€ trE.Ilsactions appear:d on these lists they were to holt up the· .­

applic,ltion and refer it to ilas~li!:.(;ton. 

Bevever, the ·c·~£iness world. c.esirec. a p-..lulic lie"; so th&.t they could. know 

Where t!:ey stood in their dealir.gs with perBona ill Latin A:::lerice... !rhe Datter 
.-;. 

of preparine a public· black list vas the rubject of~· inter-d~artmentel 

dilClls6ions with problel:r6 reJ.atilli; to the freezing control. . ,.... 

Apparently. t~e reference in Gener~ Authori!atian.Bo. 57 to the 

:British Stat-.:to17 List Was found objectionable. On June 30. 1:::41. the Gen~rP~ ·;s 

.. .. 

..&uthorizati on V&8 revised to eliminate such reference but the prchi:oi tion ~.inst 

iSS"llAnce of any licenses involv1n& an interest of ~ peraon appear1%lij; on Schedule A .. ... 
of General .Au.tho:riza~lon Bo. 57 Vas clearly ate! edand the .J'ec.eral lieserve ~I 

ve:"e authorized to' 4e~v 8"41ch applications, exce:;;>t ....here a denid vOilld. cause ..... 
. 

• 
une1le bardal'-..1p. .se hs.:rdahip cales Vere to be .ent to Foreign .Jundt:! Control 

in We.s~~on for action• 

. .t.bout "h18.tioe.the !reasu:r;y 
.. 
Departme...~t· and the State J)epf'.rtment were 

receiv1n! vmoUl cOt"Jl]'..miCttiona trom businelsmen e.n.!! articles were beine P-J.b­

. -;n- 331435 
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•••• 
. liahed. in trade publ1ca~ionB request~Il& that a public list be iaS'.lsc:. vith respect 

to those perlons. wh01:l tl·f,.Cle, wi th the United Sta.tes Wa.s not to Oil" ca.rr~eC: on. ~he 
. . 

co~lE:int Va.s ~a.cle t~'lt thesp. bua1ne88cen were conBide:::-e.bly j::p ndicappecl in thp­

a°L'lse!:.ce o! I!:lch a 11 st. Sc=:tedule A of Ge.:ieral A-.:t.:!:;.ori :ct,i on N~. 57 aj"L'~I",red. to . 

ce a poor sUbstitute'inascuch &s the list vasbichl~ confidential. With t~iB 

. ,be.ck~und. t::ie IProc1e.1-::ed. List' o! Certc1n m.()c~ee. lSation&l.sll (hereine.ftEr referred., 

,to astte Proc;le.ir.:.ed List) was inued by the .orCler of the President on July 17. 

lS4.l:. br1~in£ th.e coo:;;>erat1ve trade pro.;re..':3 1:;,rce1,. to a close. ~e con!'1~entir~ 

li6~. however. contirmeo. in ope:-ation. 'al.tho~h in moClfied fom. 

It 1s 8ignificant to ind1c~te that 1a the !irst draft of the Procle.iLed 

ld.at procle..-..a.t.ion there Was no ret'ere:lce to t!1e ~reE'.s".l.ry Depfrt!':lll"nt or to the 

free£inG o~er. It,only s~~ction Wa.s that those on the LiEt ~ou1c be cut off 

fro::::l ~o:'h c:,- E:ri:port CO:ltro1. It Was ool:" so::e w'ee::s lE.terth..~t the !'ree2ini; 

c~ntrol eeilecta were introt..llcec:. .into tr.e drrf'ts ot' the p:"oclt:..r::ction, ns.:dng this 

inst.rJ.tle!!t bct}: c. fin.a.r.ciaJ. centrol 6.S well as a COl'lI!'!loc"J. t;" control. 

It ce.n 	be !eirl;,- wei that d:ll'in!; the ee.rly period. Foreign F-.lnt.s Control 

416. not ta:.:e an active p~,!'t in the development of the Proclaimed List. Al thouiP 

we have marie a !f!'Ii 8~.l.e::estionl as to ac!'~i tions to the L~,st it was not a prog!'Sll 

1n w:uch 'We activel7 pe.rt1 cipetE'li in the ee.rl:.r period. ant!. it We.e 8everE~ "'ee":8 

after t:!le 18sue.nce of the Proclafned List tb2!t !:'reeS"'oll"7 we.s li:l.ntet. to pe.ss 'on 

the mamea t~t were to be placed on the Lipt. '3elow there vill be 'a more det~iled 

disCussion of t:!le e:r:te:lt to which :foreign JUnc.sControl partic1pe.ted on ProclA.1r;ed 

List pro'ble::la be&1ml1~ Vi th the pe;iod dterPe2.r1 Barbor. 

!2he Proc1a!?ed List, al oncinal:!..,. lssued c~~te.1neli tte DP.r.e8 of 1.834 

• 	 1nl.ivldual.8 anli:!i:ftns'v1 tl::.1n the _encan,!epubl1c8 'whose actinties were deE!!!led 

in1m.1ce1 to t!le detense of the hemisPhere. !he names' chosen had ell bE\enchecked 

'.',
". 

",' ~ \ .' 
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by the United Stp..tee missions end ha4 been approved for listinE; by the 

.GoverZl.tlen~el· ~encies chE..r.;ec. 1ti th the determina.tion of the Lid. :By and 

laree, the !ritish Statutor.r List 8erve~aB the bes1s ~or the choice ·of np~es, 

• 

. .-. 
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~.t ot tbe Brithh Liet for the Y••t~m lIem1oph.r. ~ included iii the 

Procle.1t'1e4 Liat. ~ additional. Dames alao appeared i.n ~e latter L1st, on 

•. recommendation of. the lUea1ons. It mq be noted tbat the jritish List contained' 

a JIaDlber of Dames ot V.D1 ted Statea t1raa. !!he Vni ted States list, however. vas 

lildted to l'.atin .America lnaamuch as there msted mOre luitable aeana. for dealing 

With unaatiltactor" Iomeltic tirms. 

to La . 

Although the tTn1 84 Statel bad not 7et entered the IIaropean conflict, ::iI. 
it vas 8'9'811 then planned that the Proclaimed L1Bt would 1JltimatelT be eXpanded 

to include wes in the :Bastern lIem1spb.ere .1 vell as in Latin ,America. 

J.t the time of issuance of the initial List it Was recognized that 

4eapite the etfortl ot those enga&ed in it. IIrepa.ration to olli t cases conce~ng 

vhich there appeared to be 81Jl' doubt on the 'basis of information th811 available, 

there vere 'bound to be case. which ~ould be tbe.ubject ot reconsideration abort17 

after publication. .Accordingly, Supplement Bo. 1 to the ProClaimed List, dated 

jul7 28, 1941 waa devoted lolely to IUCb deletion. and corrections al were 

immediatel7 1IO.lible. Several other 8tIP.Plem8llts contain1Dg adill tionl to and 

deletion. trom the ~st vere made before Pearl lIarbor • 

.All etfortl, were beingma4. to cauee the lease poaa1 'bie interterence 

,vithleg1timate inter...&merican trade ... ,renlt ot th~ Proclaimed Id.et. .Ac­

oor41n&b'. loreien J\mda Control llaue4 • cener8J. llcenee (General License 1'0. 63) 

dmal.taneoual7 vith the illNaD.Ce ot the Proclaiae' Id.lt Vith reapect to inter­

Jaerican trade trueactiOJlI inTolY1ng persolls in the ot.her .Aaerican lapublics vho 

• apt 'be utionals ot & 'blockecl ccnmtr,r. rul pneral liceu••ene4 the pupoe. 

-28­
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. 
f:jf perm! tting freedom of trade between thil country and the other .American 

• lepu,blice 10 long .. IJUCh trade 414 not benefit personl o~ the Proclaimed List• 

~t.h1~ techniqueve af.~o promote healtq ham1Qllt~ric trade. .!bil p~- _ 

cr- Juet1fieel 1te purpose of lnauriDg that trade Vith U8 vould be beneticia1 

aacl not harmful to the other .American repIlblics. It 41Ncted tra4e to persons 

~ to ~goverDllents of the .~ther .&merican republica. 

"0 iQieaent the Proclaimed Lilt lnltru.ctionl Vere 1.sued to the . ., ~ 

eoUectors of ~t01llI (!.D. 60433, n.bl'qUn~ ....aD4e4 'b7 ~~D. f50530, Deotmber 17, 
• 	 " ~ .t 

1941; !.D. 50548, J8Z1JliJ.r1' 14, 1942; aDd' !.D. &0600. April 11. 1942)' reqvJ.r:S.Dg 

that after Jul, 'Z'1, 1941 the aport 4ecl8.I:'atlon8 fUed In couection vith the 

a;port of goode IhoY the Dame of the ultiute consignee. !hil vaa contr&r1 to 

the uaual practicel of the aport of goods froDlthe 17nlteel States. !.he CUltOm.ar,y 

practice vas 11I;)l1 to ahov the DaIIle of the consignee &8 a freight fo:rwarder In 

Latin .America.. Obrloull" however, &8a freight forwarder val lilted as the' 
-

consipee d the coods no one could lee vhether the ultimate consignee Vas a 

Procla1Dled L1st na.t1onal 'or not. !lIo ~void that ve required that the Dame of the 

ul timate consignee be ahown on the ezporl declaration 10 that the Collector of 

Ou.stoma could have it v1thin hil power to Itop the ahipm.ent If the conl1pee 

vae on the List. .1 li.uar' procedure ..... let 'Up with re8pect to goOdSCODl1Dg 
. 

into the tTnlted State.. !!bil new procedure preclpitateel cona1deni.ble con."'u.8ion 
..... 

at the outlet, Ilnce. In effect,lt ~&8aD Interference with the YaQ' the lJqpar't­

a;lM)rttrade had been 401Dg wsinel"" CJra4ualll". howeTer, the public accepted 

the nev V87. of 401DC 'bulne.l. 

• 	 AthcraP eme could not 41.cul th1. perlod in the hl.toZ7 of the' Control 

. v1thout reremDC to the.e bYelopaea.tl With napeet to the Prol1a1me4 List. 'the 
. , 

Proclaimed Lilt II not aDd ahaal.d not 'be conll4ere4 • freeline ~ontro1 doC'Wl8nt ­

.nei ther in 1tl ~r1c1n nor in Its o,peratloll vould ~t 'be a' fall' conclusion. 
". 

•• , oil 
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Actually it vas DOt unt11 atter Pearl Barbor aD4 our entrance into the V2.r 

that vepl~ed a.maJor role in the 4n'elopment of policy perta1nilll: to thee 
Proclaimed Lilt. 

4. imtlapent af ·lpfarcemont !egbp' g;g,e. 

(a) Commencemcmt ot the M Boc lnocJd,pePmgmp.. 

'MlJoc' 'blae1d.nc il tbe4es1pe.tion J'oreip l'\m41 Col1trol 

official. pTe to a bloeld.nc vhich vas effected 1li ~8I'l il141Tidual case 
~ 

, 011 the baail of a-:pec1fic let oftactl related to the 111aJ.T1dual being 
. . , 

1'roaen. !.bere vere three aa11eAt 1'actore-il1 the 11_ Order or inc1dental . ~. 

to ih 1sIJWll1ce vhich' aet the crotm4 for 'ad hoc" bloek1ng. 

!he firatY&8 an amendment of General lb1l1ng So. 4 in~. 1941.' 

It; Yill be recalled that one of the proTi810lls in tbatdocnment; re.,"ad 
to the Seerete.ry or the !1'rea8Ul7 the right to ezclude lUll" per60n or groUll 

of persons from ~ ceneral license, Yhich meant that Ye cmld, OA IUl 

'ad. hoc' bada d.epr:f:ve ~011' of the priTllege. of a generallicenae. 

!he aecond .tappingltone in the 4eTelopment of the 'ad hoc II 

block1ng program va8 the amendment of the definition of national in the 

new uecuthe Orter. .As haa alrea.4T been pointed out above, the hecutive 

Order ilsued ill June, 1941. lr,Peeificall,. gaTe to the Secreta17 o~ the 

!'reaaury the poYer to d8aignate Who va~ to be a AB.tioD&1. vi t1:.111 'the 

MaD1zac of the Ol'der. 

!.be th1r4 1'aetor, Vh1ch v .. Pl'O'babl.7 as lJqpOrtut a. the other' 

, wo. vu that Ye bad Chanced the concept of II&tio~ b7 June, 1941.. Prior 

to JUDe. IN:l. penou vere natiODalI of a 'blocked, cCRUlt17. &I e;ppl.led toe, 
perlolll Vith1Il. the 'U'Jdte4 8tates. cml.71diere thq vare .DOt 40miciled aD4 

relident .1n the 17uited Stat el 011 the ute the Order val made applicable 
. -­
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to the natioDals of a -:pecific count.1'7. )'or example, when we froze 

• Jlorwq on IIq 10, 1940, the Jb:ecutive Or4er 1 tself a;preasly excluded' 

all 50rwegian c1tiaen. who had been domlc1led and resident ln the United 

States on Kq 10, 1940. On the ,other ha.Dd, the new Order 11sued in June, 

1941 providrd lne.ttect that one W88 anation.&l 01 50rw81 lt one were a . 

c1t1aen ot '6orw8'3 notv1thstan41~ the fact that he .dght have been domiclled 

aDd relident ln the United Statea for ao years• 

.Polncl4eDtal.l7 vi th the 1lsU&Z1ce of the n_ Or4er, General 

L1cenle Wo. 42 was 18fted which accori.ed to penons domic1led and rss1dent 

ln the trn!tedStates on the date of the Order a generall1 llcensed status. 

!he az1atence of this general llcense coa;ple4 vi th General ltuli.ag which 

perDdtted IOreign IUnds Oontrol to 11ft a'perlon o~t of a general license, 

Iore1gn !JIw1ds Control had a teclm.1que for ad hoc blocking people b:r 

depriving such lndiv1duals of the privilegel of Gen.erel Lic_se Wo. 42. 

lbus, the Secretary of the ~roa8ur.T had 8%tensive powers reposed 

in him aa a result ot the new J1xecutive Order and the amendment to GeneraJ. 

Bul.iDg .0. 4. .ot oDJ.7 could he ,on his own finding deprive a citizen of 

, a foreign count1'7 of free use of his funds in the Un! ted States, but he could 


deprive an .American oithen of a similar right. When the power is evaluated 


, 1n the light of tb.8 latter .et o.f tactat~be &'preciated how mendve 

,.. 

thi, power Wal. 

• 
Ibe omciall at the !'rea8Ul'7 recogn:he4 the ment of W. ,0­

'called ~ad hoc· block1ng pOWer. hom June to Dec••be'r. 1941.J'Dreip J'wlda 

Control proceed84 cautl~ ill the cerei.e of ':bi. power. In tact. the 

fir.t .et of .o-called ·ad boc· treulDC orden conslated of wires to varioa 

~edeml Beaerre IaDb ItOt oJ'd.eriag to block, but merely li8tiDg tbe names of 

~ :11,'... ' I It '.,f:!-31- 331'---.. . 
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eome 300 penon.. aakiDg them to check vith the banks to .•ee lf the ac­

.counts of IlUCh peraons vere frozen. O.ol1 ten casel came. 'back unblocked. 

Jf.a.DT vere 'blocked vho should not have been 'blocked • 

.&. lIPec1al un!t (Special Uni t .j,) vaa .et II» ln the General. 

Ccn:u:uael r • Offlce to acbD1mater thi. power. !'he blocld.Dg virel vere 

treated ¥s.th the create.t care. Zach vas I1pe4 'IV 1Ir. Jl4va:r4 J'oleJ. then 

.- . General CC:nmse1 rI the !reaR17. .. .&.cti. Secret&rl'. eo that each person 

'blocked fel4 that his case had been cleared all the vlQ' to the top. "e1'7'. . . 

precaution vas cerclsad ln aperiment1Dg vith thi. new lnstraaent. !he 

tmit han41.1ng these cases derived IIII1Ch of 
~. 

thalr lnformation th.ro'a&h 11&1.on 

Vith the I.'!. I •• 11111tarJ Intelllgence u4 I'aval Intelligence.. . 
One of the earl)" caaes of ad hoc blocking lnvolved the .American 

law firm of !o~n & J'ar1e7 of lJew. York. It vas a substantial 1_ firm 

vhich had ~eclallled ln German 'busine.. and had handled maQ7 caael for the 

German lCmbass)" aD! Con8tllate and ~ easel involving the eetates in which Germanl 

had an Interest. We had dennit. p~of that one of the account. administered 

'IV ~p.ken &I "arlq ~ontal ned ulets owned 'IV German heirs In Gel"llaDT vh1ch 

Ihoul,d haTe been 'blocked 'b7 the laW firm. On the baal. of thelr business 

It ".. felt that their other accounts II1gbt al.o haft f'wlde beloDging to 

Ge1'lJ8ll8. Incenerel. It vas the '9'1_ of J'oreipJ\m48 Control that the 

. tiD&DClal operatiou of thi. law flm .hoald be lrou&ht 'D.D4er control. .le 

lOon .. 1 t 11&8 blocked on an. lac! hoc l 'bad. the prtnen came 40WD to meet 

with top official. In J'o1'81p J'an4a Contm azul the 

, 

General Ccnm.e1'. Office. ' 

to the ~.eof the !'realnll'7 official. the Z'tIP~.ent&t1ves of the firm 

• • ...a. Oil the Iet..l,.•• 'Iutea! of co.;pla1Jd.. about,the azerci.e of thi.• 
. 
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pover with 1"8lPect to their acCO'W1ts the;y IIBrel1 questioae4 hov thq 

• coulc1 vitbdralr their living a;pensea from an acCO'lUlt, from vhich the;y had 

cuatomariq ade 8UCh withdraWala. .&ccor41ngl.7, the c11scuaa1on 1'ft'01vec1 

about the aechan!ca for uaing· the fu.D.da tinder !reaaur,r oo~trol. .oW.41 tlolll1 
, , 

iDtormatioD. " .. requeatea. from the aembers of \he fi1'l1. nch &II copies 01 , 

.all, oanceUe4 checka which had been ilsued for a year "ith a I tatement of . 

the JftU':Poae of pqaent; Cl)piea of their boob: an4 Ueta' of ell peraol1lle1 

em;p107e4 01' 41lcharged for the prece41Dg three yeara. 111 cOl1llectiol1 with 
. 

thie latter requeat thq became Ter, _barraaeea. and reYealec1 that ol1e of 

•the "omen on their Itaff had Juat beel1 pickec112jp 'b7 the F.!.l. in connection 

with the first raan4-ap of Jiazi BPies in thia CO'W1t1'7. We "ere 'I1Il8Ware of 

thia fact but itl revelation contime4 J'ora1gn JUnda Control officiala of 

the correctneal' of ,their action in hi ttil1& at thia laW firm. 

Our e.z;perience iJi thia caee lUpporte4 ua in the exercise of thia 

ad hoe b10ck1ng power. We rea1bea. that in lome caael ve c11d not have to 

have all the mdence betore "e ,vere requ1x:ed to act; that if ve had enough 

eT14ence to varn:mt the action, web action lbaal4 be taken. placing the 

1nLr4.en of proof on the person affected to prove v1o' the action "a. I10t 

correct. 8a.bleque.ut experience, hoveTer, inc11cate4 that certain chan&ee 

in the adminiatration of the ad hoc bloc1:1zag poWer "ere reqa1red - the 
~ .,.,.. 

. fil141~ of the m1ane of theroa4 "hich w:ou14 bo~h protect the righteof , 
. '. ' 

\he in41v14\l11l. and the lntereste of We Govenllumt. !beee chaDcea "ere not 

effected _til lOae tille atter'"e ba4 been in the "ar an4 vill be 4e.cribec1 

ill the foUowing chapter•• 
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(b) Itt1b1iWQAt of Ipye.tigtiyo StaU. 

• , , 'It vaa duriDg thi. Wandve period, June to December. 1941, that 
. "' 

~r.lgn J'ud. Control e'barked upOn a po.itive program of invelUgating 

JOs.ible nolations of' \he control. .,. .the .1P:r1nc ot 1941, it had been 

recoPts.a. that there v.. neeel torlOll8'inve.tlgative vork to be carried 
. " .' "/ . 

on _ 7oro1p JluDds Control.. In jpr1l 198, JIrw1n G. J(q. vho had been a 

treanry Attache in ~erlin, an old ea.stolle MJ1 vith G;Per1enco in iJ1'9'e.Uge.tivo 
. . 

York, v~ c1eta1le4 by ~to1De to '.tart an 1I:!:veat1ge.tive atatt forJ'oreign. . . 

J'undeControl. .t.l.tho-agh he himself came to ~reip JUnc1s Control in .April, 

•1941. it vas DOt util after Jue that a ataft 'began to be organized eo that 

by the summer of 1941 there Vore three or tour iuvostigetorl operat1Dg out 

or Jiew York. At the l18me time ve relied on Customa. Secret Semce, Rlrcotic., 

and the .&loohol !az Stdr to ae.1st in the iJ1'9'e.tige.tlve vork required by 

Joreign J'ands Control. !:be .taff actuall.y 41d not get ve17 large util atter 

Pearl :llerbor • 

.At the' aame time a .ep~~e ~.ction Vas eot tI;P in Foreign J'a.Dda 

Control to ezam1n~ reports fUrDlshed in connection with operations uder 

ceneral and individual licenae. to a.etermine vhether t~e re,ports indicated 

IUQ' nolation of the O~er. When nolations Yere 1P0tte4 letten vero 

written requesting a:planatiou. rus crcnw vas aleo ase1gned tho ~ob ot­
1t; 

ezam1nlDC the material obta1ned from tlui ~ri tiah censorahlp intercept•• 

It vill be recalled that inltial17 the.e intoreQt. Yere rea4 171 the top 

.taft of the Control. 

• '. Iti. apparent from the above that the vork in the iuve8tigative 

fteld vas in aD. earlT 4eve1opuntal .tace a.urlDg the period froll' Jue to 



.December 19Q.. ~ crcnm4 work we.s laid, howeTer, .0 that when December 7, 

19Q. came oertain baalc element, vere alrea4J ln exl.tence vh1chperm~tted, 

V1th a quick reorientation of the treesing control, to develop an extensive 
I , 

,era!orc8'IIlent aD4 investigative organisation ,qa1ppe4 to udenake the 

J'etpOna1b111tle. vhiCh came Ytth .America'. entrance lnto the war. 
. 	 .'.' 

6. 	 Onation ot l;QA9mic; Poten,e JAvA. 

It wiu 'be recalled ,hat 4uriD& 1940 he&8'1U7 att8llcPte4 to .eeure the 

.orga.D1u.tS.on ot • CoIlllD1ttee or 3oar4 which: voaldcoor4i.raate the econom1c warfare 


, .operation. of thh Government. Uter J1Ule 14, ,1941, the tmqpo on the Iconom1c war 

" 	 !i 

r' tront was cona1derab1;y enliTened and on JulT 30th the Economic Deten.e :Board Va. 

,.taUi.hed. 

!he :Board had aa members, the Vice Preddent, Secretaries ot State, 

!rre.uur.r, War, .~. Agriculture and Commerce and the Att.omq General. !rhe Order 

l.taUlsh1ng the Board provided ,.s811tia117 tor a p~llC7 mald.ng agenCT With retpect 

to the economic warfare operation. of thi. Gover.Dplent. liven thotl&h it did not 

attectivel:y bring ell of the organisations ln thi. tield UDder one admini.tration 

tor c&.rr71ng out that poliCT, lt W88 a 1OUD.d theor;y. aub'equ811t17, the a;port 

control W8.8 tran,'erre4 to the konomic Defen.e lSoara. and 1 t became an a4m1ni,trative 

crcraP· 

• 


, !he .1gn1flcant polnt. in the lEecutive Order ••tab11eh1ng the Iconoldc.. 


Daten.e lJoar4 Vere Pa.rairaPh 1 !enning ·.conOld.c 4eteue'. !he !.tln!tlon lncl1l4ed 


toreign GW11ed u4 torelgn controlled l'J'OPertT. torelp uchange. lD.tematlonal 


lnveatment. and extension, ot cr8ait. 1Ih1P.P1.nc and trauportation ot 100da, and­


thu 11.ted tal.q all the Wnga that vent lnto an economic Altenal program. 
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Paragraph 2 created a board to pal. on the pol1cies and. Paragraph 3 la1d. down 

• the :tuuctions and duties ot the Joard. indicati~ that the:r vere all program 

and poliq- uld.ng and little ot dmW.tration•. In fact. Paragraph 4 otthe 

Order e:rpress17 Itated that 'the administration ot the 'Various actinties 
" . . . ~ 

relati~ to economic detense ahall remain vi th the leverel departments and 


acencies nov charpd vith IUCh duties bD.t IUCh dmln1stration shall conform to 

., '. 

the policies to1'lllllated. or appro'Ved b:r the brd.' Paracraph 5 pointed oUt that 

. :tt shoUld. be the- duty ot the lloard to ma.1te atadies ane. that other agencies vere 

to cooperate vith the ]Joard. Par~a!,h 6 pronded that :tn order to facili tate 

:an1t7 ot action and the ma:d1lltUD use ot mating lerricea each ot the~ed agencies 
.. . .~rson 

of the Government .hould designate a res.ponsibla/or officers to re,preaent the 

department or agencies in its contiD.Ue4 relationah1p vith the lloard. Ini tiell,.. 

the aclm1niatrative york of the Economic Defense lloard vaa th8.t ot e:rport control:. 

thereafter. it vent into the tield or preclusive 'buJing. !he:Board hever camed 

out the policy ot est~blish1ng economic polic7 in aar reel lense and although 

:tt mq have tormtllated .poliCJ' In lome .:tnsta.nceB it had no etfect on the tree&1ng 

control. !he name of the lloard vas later changed to the Joe rd of !conallic War-

tare and becBl:le an adminiatrative ag8l1CJ'. 

:'8. QOCm!W'l'I"Q:O JCXI!IO.a~ m'WJ~ 

DI1riIlg 'the period between June. and December, 1941, I'oreign JUDds Control 


made 4aflnite contributions to our economic 4efenae. Instancel ot these contri ­
.. , 

bD.tlonl are .IIE.D¥ ane. oolf a ffftl ezaqalel rill be a;1ven here to ln41cate the vide· 


1Qact ottha Control during thil Jaeriod. 
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1. . IcGl§ 011 from tho lamp.,e• 

• . hreip 'JUna. Control, fullT cognizant of the Y1 tal llqpOrtance ot 

oil to tbelapanese var machine, va. able thrcn::ach the treedng control to prevent 

~e lhipment ot petroleum products to lapaD. during the .1x months period prior 

to Pearl lIarbor 4ellPite the IIDst u.erceUc 41plomatic efforts to .ecure 011 from' 

Ws count17. 

!he lapane.e 'began their crusa4e tor 011 on J"fJl.730, 1941, oDly tour 

~. after the lre.dng ot Japanese twuls In the l1n1te' State.. .ror nearl;y three 
:. :.~ 

, monthl, tvo Japanese oil tankera 4r1fted cma»ty.ln the San Francisco Irq while the 
~ 

Japanese J1nancial Co~ssioner att~ted in mere than 22 conTeraations with . 
officials of the ~reaBUr7 aDd State Department. to o'btain the l1cea.e trom 

.Joreign l'Imds Control which would permit the ule of 011 to Japan. 

!he hopeful Japanese presented aix 41fferent proposed methods of 

P811lent to the American officials bD.t Foreign JUnd. Control, acting In ,concer* 

vith the Depa:tment of State &droitly aide-.tapped each propoaal. and thuB prolonged 

Aegct iaUollB. At tirs,t, the Japanese requested that ptq1D.ent be effected from' 

blocked Japanese tund.~ within' the 'O'n1ted StateB. !behea8Ul'7 refuaed. Just 
,' .. ,

prior to the treedne of JEq)~,JUl7 26. 1941, Vith4rava1. of about $1,000,000 

had been made from Japa:1ess accounta and the !hoeasur;r looke~ witb 41ataTor upon 

further d~letiona of Japanese fUDds. A taw taTa later the Japanese auggeBted, 

that pqment 'be effected trom tuD4a. aTailaUe to .the lapa.n.ae in e1ther Sbangba! 

or the htch kat Indiee. ODee .apiA • polite lAO'vaa the an_er ot J'oreign. 

JU.D4a Oontrol. On.ka&ut 19. the lapaneae 'propoaed to make prqment. from South 

.American o:t'e41t. aD4 vould the !reasurT »1ea.e rub. the matterl !rhe!rea.8uz7e' trw•• ZlOt 41QOlJedl to accept that .kiD! of IIOn87 ZlOr, ... 1t later developed, 
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Vas it tiQo.ed to accept a:D:I kind of Japanese credit in pqment forshipmenta 

• of 011 to Japan. On Se.ptember 20th, the Japanese proposed that ~ent be effected 

from proceeds of IIh1pmenta of gold from Japan to the lTni ted States or b;y ahipment8 

of Uni te.4 It&tes currenc;y fr')m .ither Japan or China to the Unlted States. When, 

on October 10, a lAO clecia1f)D1 had been reached on the.1ateat proposed financial 

acrobatics lnten4ec1 1»7 the lrqaanese to 4eceiTe the lTD.! ted States !rre&lN.17 the 

Jap8.neee J'lnanc1al Commisaioner becm"e desperate. Be ~geste4 pqment vl th free 

japanese tu.4s h South .Ameriea, vhich had .'become available after the arrival of . 

two Japanese cargo ships In South .f.mericaD porta,.
". 

Toward the end of October 

oriental ;patience vore thin and the Japanese ~nancial Commislioner's pleas became 

TeUed threata. lle varned that the Japanese people vera not pleased to think that 

thelr tanke'!'s vereacquiring barnacles In San .J'ranciaco !&.v. anc1 lnlgge8ted tha.t the 

!rrea&'lll7 -Itap -on i tl to aTOid Japanese anger. lie even threatened to lend his 

011 tankers home. but stl11 the !rea8Ur,Y vas ~ble to reach a decision". 

lorelen .J'a..nds CO:ltrol vas not intimidated b;y the Japanese Financial 

Comcdlaioner and it refused to 71eld. .Ear11 in Boyember the Japanese &ailed their 

_t1 oil tankers out of San lranc1sco Jq headed tovard Japan. At the same t1r.\e 

the Japanese J:ina:lcial Comm1s&ioner informed loreign J\md& Control he vould recall 

the lhips at ~ IlOmeDt lf they voULd agree to 11cenle 011 ahipmenta to Japan. 

!'hree veaka later, on BOTember 1'1, the lapaneae repreaentativea 1n41cated that 

even thouch the t&Dkera nov ha4 left, ~ could quickl7 be bl'OUCht back: to thi• 

• 
• 

CO\UltJ7 If the pro'pNed ollahipmenta should be permitted 'by the !r88.8Ur'1 Department. 

l'1D&l.l.T. u American .1aw til'll &CUnc tor Jap8Zl.... 1a.ter8sts JIIB4e 

.l'epreaenq,tionl to the !r8UU17' &D4 vCed that It allow oll to CO to Japan on 

the grotI.II4 that WI vould 'be a 4elin.Ue ocmcl1lator,r ceatun. !'he)" vere informed 
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that. the general problem of oU ah1pm8l+tB to Japan vould contiUll.8 to receive 

• the .e:rioua conaideration of thiB Goverament • 

,Du.:r1Jl& the couree of theBe aegotiationa .'b7 the Trea8U17' Department 

vith the re.pre.el:ltative. ot the Japaa.eae Oovel'Dlllent. the Du.tch Gove:rsuaen~. in .' 
, 	 , 

Nl. cooperation with our Government.· aAopted an identical polic7. !rhu.a from 

,Jwl¥ 26. 194i. u\11 the Var 'b8CBA on December 7. Japan Vaa 11D&bleto ~ oil 
, 	 , ., '::~, , 

trom either count17 .. a reBUlt ofWa double-barrelled era'b&:rgo through the 

Aevice of the treesiDe control. , , 

2. 	 .t.ct1y1tx 1.0. :Directipc Strategic Materiala into PettnBe V.e._ 

loon atter the freesiDe control vaa Pu.t into effect, J'oreign JUnda 
. ~..::..: . 

. ':" ..~ 
Control found itselt in a poaitipn to obtain andpasB on to other intereated 

goveramental agenc1e, valuable information concern1l;lg the location of large 

quantities of .trategic materiale. .Accordingly. a procedure vaa initiated earlY' 

in the llUllllDer of 1940 vhere'b;v information relating to drateetc .terial vaa tor­

, varded to a deBignated member of the !:reaBU17 in order that he might. inform tlle 
, , ~ 

appropriate defenae -ceneiea wi th re~ect to the location and ~ of such 

.terials. .tpplicationa iDVolviDg INCh aaterialavere not acted upon Until the 

IOrel en JUnds Control vaa advi.eda. to the recommeD4ation8 ot the defen.e agencies. 

hbaequent17. a lIpecial 'lUdt of J'oreip JUnds Control val created ~ 

charged, with the responsibilit7 of coJlllllUDicatinc 41:rect17with QPl.r.the.A:rslv. " 
..... 

. Ba17. Le.D4 r.ea.e. l-roeurement :Din.ion IUld other interested acencie.With respect 

to .trateclc material. aDd cooperated in their effort. to 41rect' INCh .terial. 

into aP,i)roJriateWen.e ue•• 

, .' . ""eftll ti... 4ur1D& the perl04 trom Jp:r11 1960 to December 1941. hreip. 

• 	 ' .fwa4s Control :required the princi;pal buka to report on aercha.D41se .held 'b7 them 
~' 	 '..' . . 

for blocked accou.uta. !he information t1m. obtained V&8 turniahe4 to the a;p,pro­

-19 ­



Jlriate 8C8DC1el vho acted on tbJs 1aformation and requi e1 t1 oned 1Jqportant 

81IlOUD.t. of IrUCb materials. 

!he foHowiag are a:am,piea of tbe effectivene88 of Jore1gn ~ds 

Control 1D. 41rectioc Itratec1c _terials into Wenae uaeal 

(a) In late 1940 tbe Da.n1ab OVD.er attempted to leU 2,500 

toni of JI:refa~ricated Iteel P1J1 'bu1141DC part8 to a Greal:. J'ore1gn 

Jlu.a.da Control brou4r;ht tbecase to the attention of the H..,. and Vitb­

held aet1C1l on tbe application.until tbe I&V obta1ned tbe .teel Ih1p . 

'bu11diOC Jlart. tor ue in cr1tical r8pa1r vork. 

(b) ",«ea.ts or owner. of 7,000,000 pdu,nd. ~f Ih1p building )II!. terial. 

held tor a Hetberlanda accoUllt arranged to .en tb1. aterial to a broker 

vho.. in tum, a.rranged to .ell 1 t to a shipbuilding f1.m in Portugal. 

It vas alleged that this tranaact10n had tbe ble881ags of tbe l!ri thh. 

vb1cbeubaequea.t17 va. provelia.correct. Ia.etea4. the, l!r1 tiab &Dd. the 

Vn1te4StatesHaT,y agreed that Foreign lUnda Control should withhold tbe 
\ 

license ua.tll the Jl'a'V7 had had au opportunity to requiB1t1on the mat.erial 

for its uae. 

(c) J'oreip J'unds Control learned thatthe Jrea.cb Line had been holding . 

at a Hew Orleanl clock lince JUne, 1940. 30,000 teet ot -.pruce vood aui table 

. tor a1r.plane JIIBllUf'acture. When 1M. information vaa brou&ht to the attenUon . ~ 

.' 

of om, .b.erican a1r.plane com;pan1es competeA to obtain the aterial. and 


J'ore1gn 1\m4 •. ~trol licenled tbe Ale of the mat.rial ,to tbe air.pla.ne 


COmpard.1 on the baai. of OPK'. pr1or1t7 ratiDp. 


(el) J'oreien J\an4s Control Jlrocu:re4 ~CO -.a1feat. of ,hips vhich 

vere loaded vitb var materials vb1ch vere to be .ent to ftnland. J'or~1gn 
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•• 

.. ' 

-

J'u.D4a Control' tUrned the iD1'ol'lllaUon over \0 ,he defenle acenciel &D4 

holden of' priorit1 ratings vere given first choice of' theae _teriala, 

\he aale of vhich vas licenBed 'b7 hreign JUnd.s Control. 1a. a l1milar 

laazmer the cargoeB of J'1ZlZl1ah ah1ps IlOvlDgf'rom South American porta 
, 	 , .. 


vere -.rated after '!IUCh 'YeIBel. took retage in American IN)rta. 

, , ' 

, ' 

:(e) I'oreign JIa.n4a Oontrol learned that & CenaMaD. firm vaa a~ 

' ..tine. to' finanoe a ah1paent \0 PDr'tl1gal. of crazm].ar calci,. c;pu1de 

aee4e4i1l Wa countl'1 ill the aziafacture of' ezplol1'Ye.an4 plastiCI. 

Y.b.en thil lnf'ormatiOD. Vas given to, OPM, that ag8nC1 appealed to the 

, elmad! aD. priorit1 officer vho in ta.rn reqp.elted the chemical controller at 

OU.,. not to allow thi.material to be lhipped to lIb.rope. .As a relult 

. 	 DOt onlJ vaa the .hipment to Portugal .topped but negotiations vere begun 

to have the enUre nr.plua Oana41an IUPPli of thi. _terlal _de available 

to firma In the Unitea States holding def'ense contracts. 

(f) In lIWIleroul Inatanee. J'oreipJ\:mds Oontrol helped make machine 

toola available to the J.rmy. .A license to leU machine toola YJ.rchased 

tor the Government of' French 1a.4och1na vas denied 'b7 lorelgn J\mds Control 

in order that the Artq II1cht requid1;1on the material f'or the benefIt of' the 

holder of aD. .A.rz:r3' contract. 

(C) Foreign !\mdB Control b~t to th~ attention of' the 1'aV)'" the 

ailtenoe of $49,000 vorth of copper vh1ch ¥all on 'board the Il1:Den ian S. S. # 

ItJIanpu.al • !hil copper Val 1_ed1atel7 requ111ticmed b.T the....,.. 1'01'4, 

'NCb viu.ued &t$8'70.000 allO ovnedb;r 'the Inman' au, Vere lold to 'the 

~Iian Governme~t under hreicn JQnda Control llceAae. ' 
' 

, . 
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(11) . Certain -.chine tooll baa: been reported aabeing hald in the 

• varehouse at a treight torwarder in Bill .York tor a !'rench account. !he 

tact that theae toolavere ava11abl~Vas brought to the knowledge of 
, ----. 

Pratt and Whitney ~rcratt aDd a reprelentative ot the co~ came 


~e41ate17 to Waah1ngton;.o arrange to purchase them lince t.he Jll&chiner,y 

~'" . 

vaa highly 48lirable in eliminating a b~ttleneck in the produCtion line of 


hatt and 'Wh1$ney. After· conBUlt~titll with the requie1ticniZJg officers

• . . 

the reprelctstive ot the coJll.P&D1' Came to ~re1gn Jland8 Control to advise 

that the reqo1e1tian1Dg vould take .ome veekl and that in a4d1tion the 

acquisition of the toels might be subject ~to turther 4e1qs and reque.ted 

aali.tance. Immediately. telephone call. vere made. to the ~ Ordinance 

Office in liew York vhich of'fice confirmed the tact that the lale of' these 

tooll to Pratt and Whitney va. delirable in the Government'. interest: .the 

freight torwarder holding the machines val reached by telephone aM. a price 

agreed upon at which the machines could be BOle to Pratt and Whitney. There­

upon. inqu11'7 Vas made al to vhether the t01'Warder deaired a license to lell 

the machines to Pratt and Whitne;y and upon hi•. atfi1"'lll&tive responae he 

val told that IUCh licaue vow.d be in hi. hand. within the next halt hour 

and to prepare the machine. tor 1mmed1ate lhipnent. !he Federal !teae",e 

Jank ot liew York arranged to have· an IIjppl'Opriate application tiled and 

relatiT8 licen.e ilsued aDd ve ..re informed that vi thin two 4871 the _chines·· 

J:aa4 been Ib1ppe4 to .the tacto17. .et 1W and _aced in operation. 

• 
3. General 'n'line " lila vy torCltalle4 iA haY"y it. Gemen czvnership

further CII1 ou:O,agri. . . . . . . 

General AD11iile aDd ftlm Co~ration val a Delaware corporation orgazihe4 . 

in the United Stete. ill 1929.J:tba4 tw~ tJpel ot Ihar~•• A lharel and ~ lbarel. 

~ cla.s of' ItoCk had equal Tote. but the A lhares 41'_ ten times the 8J:Iount oi' 
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, eUndeMe drawn 'by ~e J aharel. It Va. a rather exotic corporate tinanclal 

• Itructure to tinA in the United Statel: it va. mnch more clearly an JIaropean 

, device. 

!he ownerahlp ot the .A libaree. 10 tar a. ve knew. vere in the hands ot 

in41n~a. !l::a.eJ vere ~e inYeetment aharel. !he J lhares. the, controlling 
, ' , 

abarel. vere in the banda of' a P'O'Q of torden cor,poration, the principal one 

ot vhich vas ilL M.8 holding c~' called InternatioD.aleGele111ch.att fur 

Chaa1.che Unteruhnngen, .A.G. (hereinafter referred to aa I. G. Cb.emie). 

!here vere &I'1c1lla1'7 boldinp In ftve other cor.poratlon.z a DIltch corporatiCll, 
.. " 

the name ot vhich"&11 Chemo Haat8hcapplj Yoor Chem.che Ondenuwnllngen; another 

one, Dc.tch allO, Val B. ,.. llaatlchappij voor Industrie en Jiandel.belangen. In 
, , 

8441tlon, there "ere two Swi•• holding cOr.JPwes. Oamon .A; G. and Xi thras, A.G•• 

and a be..nlt "hich goel under two Ityl88 -- _c1&enoe.sllche lank. J. G., belng the 

commonest n.a.me for 1t. !'he nomnal owner8hip therefore lPPeare4 to be SId 88 and 

Du.tch. In addl tion, there " .. the rather unul'118l 81 t'a.ation - 36.3~ of the out­

.tending ahares of I. G. Chemie, the . SId •• holding C0JD.PSllT. vere owned by Generel , 

.&zdllne &: J'1lm Corporation, 10 that there "as a circular aharahold1ng aI, between 
. 


a Swi8S parent and an .American .ubsidi8.l7. plus two SWi.s corporations, plus two 

.' 


~tch~corporationl. 

Almost illlllediat817 atter the lbtct. treeline. an a;ppllcation "al tiled to,/!: fhe 
,, ~ 

transter ·of t!te .harel ngiatered 1D. ~e IIDe ot thv wo Dutch Corporation. to 

the. SWi.1 compaq. It " .. alleged that the .teak ".. held olll1: DOIIlD8l1r by the 

DIltch compaDies. .At tbat time 8vi~.erlan4 "a. DOt 'blocked. ~ official.' 

kok DO aCtion on thll I6)Pilcaticm.. 'J'oraiao.t a rear"however. GOnstu.t preleure8 

were 'beinc ezened to qpJ'O'f'e the lIiPPlication. It "a. the new ot' ~eatl'l117 

officiall tbat DOthinc aho'Ul.d. be done t" ch&D£e the picture. nan the treez1Dg "al 

enended t·o 8111t.erlan4, Geneial. .tza1l1ne &I'1d film .... blocked .. Ma. and Da.tch. 

. 
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, , ' 

During the IDJIIJDer ot 1941. there vere a lerie. ot attempts to lell GenereJ. 

• ~iline and I1la Cor,poration, or at least the control. !he ,tiret tentative Dibble 

Vaa ma.de 'b7 I~~T vhich represented that the German Government vas Villinc to 

t:ransfer to I!l!&T. General .A.n111ue an4 JU.m Cor.poration. Wbich. of COUl'ae. vas not 

Ge~ owned on the record. 111 return for IS" e Jerl1n propertiee. !hat never 
. . 

reaChed the JOint of a formal ~lcation• 
.- -, . -, 

One 4cNL1' 414 :reach the .tatue of a formal appllcat~on.General ».restuffs 

CoZ'lO~tionapplled to p!U'CbaseGeneral .lD111ne and JU.m Corporation, or,-atlea8t, ­

the control ot It. ID.:UiLface ot"it thi. V&l ,;. rather 1U1UI'Il8l 8itUation - a 

ccr:poration Vi th a net worth ot $6,000,000 projoe1ng to parchase a corporation w1th 

a net worth of a little over $60.006.000. Ve vorked on that appllcation for months. 

We held conterencea Vith the repre.entatives or General ».restUff. Corporation, and ' 

w1 th repre.e~tativ.I of General .A.n11ine u4 l1lm Cor.poratiozi ud obtained a veI7 

confused picture. It immediately be~e obTioua that General ».restutfs Corporation. 

which Val alao blocked &I Ge1"Jll8Jl although It vaa owned by two .American citizena. 

had been part of the I. 0.. J'arben orpnir:ation in the Uni ted States alnee i te 

formatlon. It V&8 argan1sed in 1926 aa a merger of three ~eatutf eeles 

organizationa in the UDited St&tel. V~ttl it filed the appllcation v1thJoreign' 

lUnda Control In the ..ammer of 1941. General ».vestutts Corporation had worked 

entire17 .. u o'l.tlet tor I. G. J'arben and ,later &I an exclusive scent for Gene~al 

~ine and J'1lm Corporation ln th,e qestutfa ft814. Consequently. ve vere not 

too hapw at the thoU&ht of permittiDg a tran~er :lA thil particular situation 

and ve InT.stip.te4 1 t Yer;r thoro~ and ha4 a DUmber of conferences with the 

• , heti4ent' of General D,r.atutfa Cor.poratioD and with thelr cOUDeel.' 'ff'e p.e them 

1Ii-.tty ma.ch the laIle treatmant as V'U giVeA the Japan••• 11l thetr attempt to obtain 

011; ve continued to I ~ the a1tuatton. 
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In September ot 1941 another 1nterelt, appeared - a Du.tch 1nterest. At that 

• 
, , 

time ve learned that a conlort11U1 0'1 Dtltch 'baDk:8, head.d bT the JmBterdamBche 
. '. . . .. . 

,l8Dk Itt.V • .bad loaned to I. G. l'arben $16,000,0<)0 prior to the outbreak 0'1 var, 
, , ' 

uto vhich they had DOt 1ecure4 a formal :Pledge 'but they had lome 1n4eterminate 

torm of a »ledge ~f .15,900 'ahareB 0'1 .a. Itock 0'1 GenereJ. .&a:d11ne and J'1lm Corpora.t10n, ' 

'Vh1ch Were Z08Ii,terel11n the Dame 0'1 I. G. l'ar't8l1 IDa:a.st:i1.e. !!hole abare. vere 

held 'b7 :Brov.u 3~therB Jrarriman. In aAd1tion,n.beequent ·to the outb:Nak of var "',,, 
, ' 

ba.t J)rior to the 1nvaaion 0'1 the Bether1a.n4B, thil .... conlori1um ha4 loaned , 

to I. G. h.rb8l1 an 'a441t10D8l $5,300,000 ... to'vhich thq received not even an . 'J 
.indet.rminate tom 0'1 J)le4ge. !hi. oonsortium~ of 'banka with lome torm of intere~t ­

in the 1E,9OO llhe.reB vas interelted 1n General &11ine and film. 

!here hE..d been DO election of directors tor a':) months and the "Swiss'" took 

the podtion tbet thiB board VaB not repreBenting them because 1 t Val oppoa ed to 

,. ".the General ]),reltuff. application. !here is a section 1n the Delware Statutes.-
'.' 

.. 
,,',
.'..vhich p~rmits a shareholder to bring a Jill 1n ChP.nce17 to obtain an election 

, 
, 

vhen there has not been an ,election bece.use of fAilure to obtain a quoru:m. After 

~e notice. Whoever,does appearYil1 const1tute a qaorum and the Chancellor Yi11 

hold 8J1 election. .An action Yas bro".lgb.t late 1n Sep'em'ber ',1941 to conpel 8UCh ," ; 

an election. ,At the,8Ug6estion 0'1 the De,pe.rtment ot Justice, Antl-Trnst Divilion, 

the action Va.s postponed tor 60 days. ~e Department 0'1 Justice and auum'ber of 
" . 

Government agenei., appeared iD:tomal.lT. 
., 

• 
!he ;postponement 0'1 the J)1"Ocee4!Dg in the Del_are Court ran,until DeceTllber 10" 

1941. In the 1I1terim, ve ,beld farther 418cusl1on v1ththe Dutch. ~17 in 

»eo.bar a uv hea14~t Ye.e elected 'b7 General Aa111ne ad I':Llm Ccr,poration. lIr• 

John lIack. 'It vas &nDOUD.Ce4 in a J)r888 release that he aDd the other members ot 
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of the board vere going to Mericwle this COlDP8lI1'. Auother addition to t12 

board Val Mr. William !a1litt. 

One of the things ve vel'e considering aerious17 on December 6 vas conductinc 

a field investigation of General. J.r.dlineand F1lm Corpore.tion. It vaa getting 
. ' " . 

,close to the a4Jo~rned hearing date in ~ C~of Chancer,r in ~are. In 
. " 

, the interim, woreports had been pl'&pal'ed on General .k!.1line and l'1lm, one b,y'" the 

.kti-Trust Dh'lsion of the Justice Department, IU14. one b7 the ~ea8U17 Depe.rtment. , 

loth of' theee reports indicated ra.thel' clearl,. that this enterprise vas vi tally 

1JIr;pQ1'tant to the detenae etfoM. ID~" 60 percent of the production vas going '~ 

into the defense ef!'oM. a luge part being ~"_tu1':f'II. !hi. enterprise valone 

of the two big pl'Oducers of ~estu.fr& in this count17. accounting tor ro~ 

40 pel'Cent. In a4dlticm.' General An111ne and l'1lm Corporation cO!ltrolled Ada csco 

and the photographic materials the latter Vas pl'Oducing vere ve1'7importe.nt to our 

defense efforts. Other importa!lt pl'Oducts and pl'Oceases ve!"e also controlled. 

JJ.l,of the~e items vere extremely important to us lnd in T1e\f ct the ownership, 

ma..negement and control ot tl:l2.t enterp~.e something had to be done. On the 11th 

of ])ecex;."I:Ier, 1941, a !rreasur;:r investigative group Ve.s sent into General Ardline 

and !'1lm to investigate the firm and s't7operTise ita operat1o~ ain~e the tirm vas 

vi tel to our Vs.r effort. 

!rhus, bet!een ~ 1940 and Decembel' 1941, action on a;pplicatio:rls with l'espect 

'.to General .&m11ne ana :1'11m vere held i,n abe;ya.n.ce. It ve bad aipproTed those 

applications, General .Azdllne and J'1lm stock vould have 'been in the name 01' I. 0.. 

Chde and 1J1 the 11cbt of other ugotiaticmsa.D4 manellV'ers that vent on. it seems 

tairly clear that the .American COmpa.D7 itself vO'ald have retired that atock by 

Jqicc a abstantia1 8m!" td mone;y to I. G. Chemie. It wO'Gld 'have been _01"8 
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41f'ficul. t to Ve!;t control of' General J.rdline aud J'1lm vh1ch vas effected in 

• Jlebrua.ry 1942. !rvo months after our entrance Into the Val'. our Investigatia:, die­

closed that the Geman I. G. Jarben eactual17 ~ ned aud controlled General .Aniline 

and 	Elm. 

4. 	 8qpplsmentiw: the F.!.I. in itl cpntrol of .abpt"e. 'GloM,e. and 
Ji'ppapnd,. 

~loD8ge, aabotage and pro~4aere notorioul17 ~ensive. Jor 

a:azqple, 4~tI.& 1917 &D4 1918 1t la.reported tb.e.t the Imperial. German Government 
, 	 '. 

'apent$27.060.000 in the trll1ted States for 8uch a4t1rtties and t.hat these funds 
:' 	 , 

were 1Ie.de avaiiablef'rom foreign ovned assets In the l11l1 ted States. 
" 

trnder the Jore1gn JUnc.s Control program no tands Vere avail£ble here 

tor .£xis use atter the f'reezing vas mendec1 in June 1941. rue extension Dot 

only- hed the ef!ect of' tj1ng up all c!irect German interests in this countrY'. but 

. prevented &&ents operat12l& i~ the trnited States, rege.rdlell of nationali ty. from 

acti2l& for or on behalf of' the Germa.!ls. 

!he ~rea.ur.r officials w~re cognizant of the toresighted GerctJl practices 

ot sending spies and agents to become naturallzed citizens of countriel a6B1ns.t which ,. 

they- vere to machinate and using prelsureaga!nst .tcerlcMs or other. b;ythreats 

of reprisal against relatives abroad. Moreover, the !'real'lll'Y officials Vere avare 

that ~ Un1ted States concerns vholl7 owned b7 .&mencan citizen8 or by' neutral.
. . . 

c1 tizans were In.d1rect17 controlled 'b7 the Axil. ~cor412l&17. 1t will "be recaIle4 
, . 

. ' 

that the 4etinition ot 'national' in the new ibtecutive Orc1er of Jue 1941, as 

, qp1ied to inc!irt4uals and to co!p)ration8, val -.de as "broad a8 po8li"ble eo tl:at 

&Dl'one en~e4 tn the we"b ot Jlasi 1nt1uence could "be n'bJected to the Control. 

'. 'Dn4er the power given the Secr,eta:r:r of the ~ea.i11l"Y to d.nne al a nationel aq 

peraon ~eterm1ned by him to have "been acting 41rect1'1 or lild1rectly- for the "benetit 
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of. or under the direction of, a blocked countr,v. maQ1 United States citilens 

vere declarer!. to be national. of Germany. Italy or Japan. In thie we...v Foreign 

JUnda Control Vas enabled to strike at the very roots of the aource which other-, 

vlae vould. have BUPlllied the funds for espione.ge ~d .abotage in the Uni ted 


States. 


!he folloWing are aome inatances where United States citizens Vere 

blocked subJect to control by Jbreign JUnds Control duzing the period from June 

1S40 to Pearl Ec.rbor: 

(a)' Auumber of law office. vere blocked and subjected to Intensive ft. 

investigation. It was indicated above tha't the lav firm ot ~pkenane. 

Farley vas bloc~ed in June 1941 ~d. thc..t they adm1 tted to having had a rIW 

on their p~roll who that ver,v dq had been picked -a;p by the Fed.erlll ~eau 

ot Investigation. 

(b) ~e :'reasury Dep~.rtment took custodJ" of almost all f11es and 

records of ~erl"!laJl-J."l1e:1ce..n :eund orgallhatiolls &:ld blocked aceo·l1llh ot 

most of their officers and !D8lV of their prominent mem~erB. almost all of 
. . 

vhom. as required br the rules of theBe orge.n1ze.t1onl. wre .Amerlct!'n ci tisenl. 

• 

(c) !loeldng measures vere taken age1nst ~ .Amerlcnn ci thena Who 

Vere representatives of ~erman companies or resident ma.nagerE ot .American 

compe.n1es oned in "hole or .in part by Ge:rrnan Intereste; a&ainBt American 

citbenl vho purchased GerrleJl interests In those countries or orgar..it:ed 

UW' companies. to carr.r on businels formerly done by the Germe.ns. Jmo~ 

this Crollp vaa Incl"ldect Werner von Clemm. an American cltimen vho vaa 

participatiD& vlth his brcth~r. an otflcial ot the Gerinan government. In 

a .chame to lJ1Q1)orl Into the 1l'D1 ted States precioue atones believed to have 

beenl"ot ed by the Ge:n:iBll ~ In ~a1g1um.. 
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". 
5. Prevent u. s. trom becoming market for lpoted .ccu:1t1e, thrguc~ neutral 

Qpunt tiB8. 

Su'bseqa.ent to the uten.lcn ot the freezing control in June 1941, there 

,vas pre.ented a need tor adopting a new perspectiveln deallne; wit!l .ecurlties 

'belng bl'Otl.ght into the Un! ted States. It vill be recalled that ln the di.CU881on 

ot the I.e~tiesprogram it va. indicated that under Genenl Baling !lo. 5 8llY bank 

, co'Uld t11e applica.tion .d obte.ln .ecurltlel import.ed under that lhlllng and place 

them in a .pec1&1 blocked accOunt wit er General llullng Bo. 6. !he .ecurlties 
, 	 '. . 

co'Uld be releaeell trom tbat. General Balin,; !lo. 6 account v;pon, the occur:::-enc., ot 

either of two contingenciesl (~) it lt Vere dec1d84 that, no blocked 1nterest vaa 
; 

,pre.ent ln auch .ecurlt1es, or (2) lt a blocked lntereat vere ..certained in auCh 

a,ecuri ties ,the aecurl ties might be tre.nsterred trom thi. General lhlling )To. 6 

account into &%l ordinary blocked account ln the name of the lnd!vidual. 

!.hat procedure Vas aatlstacto:ry ~ until June 14,1941 because as;ot 

thz.t date there vere no general licenses outltElldi!'.j; vMob conferred privileges 

Qon a vhole blocked c~t1'7. l'or ce.mple. 1f a pereon came in and acknowledged 

ths.t there vaa a Dutch lnterest in the .eC"J.ri ties they vere blocked as Da.tch and 

there val no general license ~utstanding vhich would in etfect permi t the freeing 

ot nch lecuri ties trom the Dutch account. Howev-er, aa loon a8 certain of the 

neutral countries Vere blocked that 11tuation Vaa c~ged. Securities might come 

1D.to the Un! ted State~, be picked tIP 11tl4er General luling !lo. 5 and placed ln 'it. " 

. General laliDg !lo. 6, ,account. !he perIoD. who .eD.t INCh eecuritiel lnto the 11nited 

, State. might allege that thq vere Sw1... lJn4er the provi.loD.8 ot General. luling 

10. 6 those .ecur1t1e. wo'Ulf! be t:ranlterred into a Swi.~ blocked account and 

• 	 thereafter the7 co'Uld 'be freed 1I.lUler the M 88 geD.eraJ. 11ce!l8e and Yo'Uld have 

••ce.Pe4 our treeline control. Cl.ear17~ th1. Yould have'ran contrar;r to our 
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ob.,ective to prevent the transfer of these lecurl ties out of a General. Ruline lIo. 6 

account until the trlle inter'est in the lecurl. ties Vas known. They might Ye17' well 

• b8.ve beeil lecurities looted from the Jletherlands or ::Belgit!Dl and, if permit tea, 

. would be tru.sferred to a Mas blocked account•. For ezazqple. t!:.e;v- co-cld. there­

after be fre~dunder the Swiss general license• 

.Accor41nclY. on June Z? 1941, Gene:rt:l. ·!aliDg Xo. 6 lias amended. Under 

the new IqIproach the problem Val .41v1ded into three e&.tagories. e88ential.ly. 

If it vere determined the.t the:::'e Val no blocked interest in the lecurltieB the)" 

could 'be freed. On the other hand, iflt .Val diecovered that there vall a blocked 

intere~t in the lecur1ties other 
. 

than that of 
. 
one
I 

of the neutrel countries, we 

cotlld again release thaI:! into a blocked account. If. however, it ,va8 clair.:e4 

that the only intereet in the lecurl ties Vas one ·of the cour.tries tD:.t had a 

general licenee outstandi:lg, the release o! those securl. ti@'s VP.• not permitted 

into a bloc~ed account unless the claimant coUld furnish satisfactory evidence 

th~t no· other blocked. countr,r had an intereet in the lecu:ities. Thus, the mere 

a!m1esion t!le.t the aeeur1ties were Swisa voul~ not beve been e!lc"gb unlers it va.1 

demonstrated that there Vas no other blocked intereetin theeeeurities. 

• 

Other c.rd'tin& iJqprove!!lents were incorporated Into Gene::-al !alb.g No.6, 

as anended. ~e tero ·domestic bank- VaS first used in!te~dofs.pelling out 

the anous institutions .in wbich eecurl. ties mie;bt 'be ple.eed. .A defin.i ticn of 

"General Jta11ng 10. 6 account' val v1"1 tten into the ~en4metl.t. Inadd1 tion, the' 

amended General !aling lio. 6 provided that if lecurl. tie8 in a GenE'ral !nling lIo. 6 

account vere lold the proceeds had to be put back in a Genere~ liuling Do. 6 acccnmt 

in the .ame banklng instItution• 
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", ; . 

• Darin.; the 4?el'lc<'i. !'rom June to DeceI:1be.. 1941·the adm1n!strrttive organization 

of JIoreiDl lUnda Control was not changed to &II3 large a.egre.e troe that which 

existed in the earlier period. In addition to havlni.the ceograpbical units, 


JDOre and more lections were ••tablished to hancUe tn.e individual probleI:1s. euch 


.. the group to ezam1ne reports filed under llcenaes, the lnvestlgs.t1ve unit to 

. . 

&ls1st .In the' development of caB8S for ad hoc blocking, ana: the field inves~ige.tive­

Ita!f which val. orp.n1sed and direct17 rea,onsible to ~he &Qniniatrative hel'.d 

of Foreip J'unde Control. 1'0 attempt waS _de to reorganize the adminiatrative ., 

.et-up of the Control to meet the growing nee4.8 aa vere presented ~r the new 

problems. Hew crOUj?' were .et UP. without relationship to the existing un1 tat 

'" to handle special proble:ns a8 they arose vi thcr.lt reference to the balance of the 

orga:11zation. 

For the first year ~d a half of the existence of Foreign lUnds Cont~ol. 

from April 1340 through until October 1941, For~ign Funds Control 'Just grew". 

!I!he Job wi th which it was faced was an unprecede:lted one in thi s countr;r. No one 

knew how large a at:>.tf would be needed or whe.t kind of special.istswould be 

necessary or what kind or prob-lems wo·.1l.d be pre.ented.. ~e d1f!'ic-.ll tie. i:lvolved in 

the handli~ of the ever. increasinb volUlte rI operations Vere a\l.Ch that there V£.8 
. . 

llttle or no opportunity for tocusing1q)on the problet18 of adm1n.1stretive ma.~e-

lIIent•. 


Duri.D& thil period Foreign J'undl Control vaa nominally part of the Office 


of the Secretar.r. It had crown to 8UChproportiona and had been 80 fer phySically 


:removed from that office thE.t ac1equate adm1niatrative .u;pe:-v1B1on from that office 


val clea:r17 0ilt o~ the question. .At the 8ame tiJ!!e. JIoreign lUnda Control bad 
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net ther the tool. nor the staff t~. JDaZl.Sge the acim1ustr.::.t1ve affairs effectively. 

• 
. ." 

~l pq-rolls ab.,.app~opr1at10n ~ecoWl.tillg were handled eleewaere. !.rhere Was. no 

technieell-equ1pped ltatf to handle empioyment, "Civil Sernee,. and compenaation 

matt~rs..o. operating budget wai in ~st8?ee e.I:Il. the only clue to e1 ther current 

or anticipe.te4 ez.penc!.1tures la.v in J'I&.t flu.ncial.%'8Cor4e which were .0 lncocplete 
. '. . 

and 10 nearly 1DacceBBlble that they werealmoBt usele.B by the time they could .'. 
. . 

be obtained. ~&17 1D.equ1t1e., procedural"earll. 4'I:I!Plication of effort, ,and 
• '. w • 

inetfectiTe uae rI :perBOn.:l.el and aqti.pment "foUowed oD1;V logicall.;rfrom a .ituation 

in wblch the teclm1cal apeciali.t.s of the orcan1zation W&.8 10 over-'bur4ened with the ',:;1 
tubJect atter of their 30bs that they had neither the time nor the enerQ necelsa.r;y' 

to review and reme~ a4m1n1atrative and oreanicational detects. 

In Bovember 1941, the first significant ate.p waa taken in organizing FOreign 

IUnds Co~trol along tunctional lineB. In ixecutiveOf~icer waa ~ointedfor 

l'oreignJ\m4e Control. Be began to lSi' the crc";U'Jd work for an administra.tive re­

organization along linea to meet .orne of the above-descri~ed deficiencieB. The 

results or hiB work. however, did not manifest itself clre.matically until after 

Pearl Harbor when· there was the co~lete reorganization of FOrel&n Jands Control. 

However. the following outline relatiDC to the eBtablishment and orcan1zaUon of 

the lbtecutive Office wUl pve .ome id8&aof the objectives of thi. new o~fice. 

\. low,:a. functions. and l&tlea of hegp.kiy. Offic;er 

Cal !here i'. herebT 8Btabl.iahe4 in the D1vilion of J'oreign J'u.Dds 

Control 8D -':ecutlve Office, to 'be UI14ertbe ad1:11D1stratlve direction aDd 

control of the l:ucutlve Officer.' 

• (b) !he "cutive Officer 8hal1 zoeportdirectly to the Maietant 

t,o the 8ecret&17 :and 8haU 'be reaponal'ble '£or the work of the Peraonn81. 

Office, the higet aD4' PJ.8JlD1»c Otfice an4 tbe Office Service Section• 

. ­
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8u~Ject to ther~errllion and control of the Ixecutive Offlcer~ the 

Personnel Office ahall be UDder the 41rection of a Personnel Officer., 

t~ Judget andP1~ng Office aball be under the direction of a !udget 

and Planning Officer. .and the Office Service Section ahall be UDder the 

41rection. of a Chief of Otfice Seni.ce. 

(c), It ahall be the ceneral reapouibllit7 ~ the Ea:ecutive Of!'icer, 
. 

Vi ththe -aid of .the ataff under hii direction and 1n cooperation vi th 

, appropriate 41v1aioD.al ataff memberlJ 

(1) !o anal:1le the orpn1iaUonal at1"UCture of the ])1viaion 

of ~oreign ~~s Control and make reCommendations to the Jssil­

tent to the Secretar.y concerning the .olution of organizational 

proble~s ariling therefromf 

(11) !LIo anal:yze the per8C1DP-el requirements of the Division 

of Foreign FUnds Centrol and make recommenda~lons to the AS8is- , 

tant to the Secretary concerAing personnel policy 8!ld the eate."b­

11lihment of 1m "effective ay.tem of perlor:.nel management: 

(i11) !o anal:Y1e the upenditurea and eaUmates of expendi­

turea of the, various sections of the Div1Bion of J'oreip J'unds 

Control and on thil baaia to plan, and ,repare the annual budget 
I 

of the Division for recomme~dation to the Assistant to the , a, ., 

Secretary; 

• 
(iv) !o eltablish and operate a B7ltem for providing all of 

the o:ttice aemcea neaeaaa.r;y to enable wqpl.o~ees ot the DiVi­

don of )Ioreip hD.ds Control to perform 'their authorised ttmct10ns 

eft'ect1:"el.J: 

(T) to prepare for auimaaion to the As~iata.ilt to the Sec­

retArT a1lllecelu.r,ya4m1D1atrative orders; a4m1D1atraUve aemo~cla~" 
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procedural. bulletins, and other releases pertainill& to the 

• 
 administrative management of the Divi8ion; 


(vi)' To'perform auch other tunctiO.tL8 relatill& to orge.n1za­


U~n, administrative ;,la.nn1Dg and proce4ure8, personnel, bud&et, 

and office services el the JaBistant.to the Secretar.r ~v from 

. time to tioe asa1gn. 

__• lovers. JlgActions and Duties At 'erlonnel 0::'1c8r 

(a) 8u.bJect to such w;perv1~ion and control as the kecutive 
, . 

Officer IUq exercise, it shall be the reaponsibillt1 of the Personnel 
.'; 

Officer:, 

(i) !ro develop and establlsh policies and procedures for 

the classification and compensation of all positions on the 

bash ofthe!r d....ties. responaibili ties~ and organi:zational 

relationships and in accorcla::lce vi th the principle of equal 

p~ for equal ~orki 

(11) To assure that ail appointments, promotions, demotions, 

transfers, and retentions in or term!~tions of service are made 

on the basil of relatiTe cOJ:l,Petence and quallflcations and in 

accordance with all ~pllcable tederelltatutea, rules and 

regulati ons: .. 

• 


(ili) to render Itattaaslatance ana counseling .ervice to 


~erv1lors and ~lo7ees In matters of working relationships, 


and senerally to .ee that established policies concerniDC 8Jqpioyee­


-.nacement relations are put into effect: 


(iT) !o Inter,pret and ...are obserraDce ot ~107ee r8gQ­

lations, Buch as' those coveriDg anmlel J 8ick, and militF..%7' leave. 

hOurs ot vor~ overtime &;.14 holl~8t 

http:JaBistant.to


(v) !o render .terf "81Etance and counseling service 

• to ~erv1lorl and amplorees v1 th reapect to progr8lt!s of emplo~ e 

training directed toward increasing the effectiveness of ~loreel 

and developing a tru.e· career .ernce S;?"S tam; 
. ­

(vI> !o ma.1nt&1n 11&180n re1ationlhipl between the Division 
. . 

ot l'or81gn hDd8 Control, the Personnel Dividon of the Treasury 

De:Partment, and the Civil Semce Comm1llion; and 

(ni) !o perform ncb.otherfunct1onsv1th reapect to per-:­

IOnnel manB&ement as ~ be assigned fro: tine to time. 

s. lowera. Fo.mctions. and Diltles of ];g,d.g~t A PIMP' n& Officer 

(a) lubject to such lNPervision and control as the lbtecuti':e Officer 

mq exercise. it shall be the responsibil1t:y of tlle :Budget and Planning 

Officera 

(1) '0 plan, develop, and administer a canplete Bystem of 

b:l.dgetarr plann1l'lft and control wi th respect to the a1locE'.t1on and 

cpenCiture of ·adminiatre.t1ve funds; 

(il) '0 pr~e re~~ar and ~ecia1 estimates. reports, and 

Juatlficationa of ~en41ture for .u~ssion to the !udget Office 

of the ~rees~ Department, the !ureau;of the ludget. and CongreSSional 

Committees; 

(Iii) !o 4ev~op lnatra.ctiol1S and procedures for the assist­

ance of the operatlp.g sections an4 un1 ta In the preparation of 

their prelim1Da.17 'bwlcet ••tim8.tf.: 

• (Iv) to I'm_ ba.dcete.rr I'equeltl and recoJD.'Oend ~rovel. or 

41aapprova1 of INCh requests: 
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(v) To review operating data and cost ~vaea to determine 

• 
where econom1ea ~ best be 'effected: 

(Ti) To analyze t~e organizational atructure of the Division 

of Foreign ~ Control, including ell pro.posed or£aDizational 

change., and aubmit 8iPpropr1S.te recommendations to the hecutive 

Officer and the Aasi.tant to theSecretarf' 

(VIi) !b review proposed a4min1strat1ve orders, ~n1ltrat1ve 

memoranda, and other proced"Jral material tor practicab!l1ty and 
C' 

'confo:rme.nce to organizational »Olier'and prepare 8UCh _terial in 

tinal form for aubmis8Ion to the Xxeautive Officer and the JasIst~~t 

to the Secreter./; 

(viii) ~o provide steff assiEtance to t~e operet!llb .ectione 
, 

and un1 tl in formulatl,~ and estab11ahingappropriate proced.ures 

for their i:l.ternal operations; and 

'(1x) ~o perform ~ch other functI,ns with respect to budgeting 

and adcin1ltr~~ive planning, and procedures as~v ~e assigned from 

time to ti::1e. 

~ lpve+•• F~9tiori'· and Duties of the Chief of Office Service 

(a) &t.lbJect to such B'Ql)ervislon 'and control as the E::recutive' 

Officer ma1 exercise, it ahall be the re~onsIb11it7 of the Chief of 
" ' 

Office Service: 

(1) Wo 41rect and ~~ervise the mail, ana measenger .e~cet 

the pneral tiles, aDd the atenographic pool; 

bi) To ;ple.n and lI'Il»erviae the allocation of office apace: 

(11i) !'G, approv,. and i.1Ue travel orders in accoreance w1th 

the .tanaa.......u.zed Government Travel. liegulat1ons. 
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• 
bv) fo 81lPel-rise the' printing and dt!;pl.icatl:., work equ1p­

ment, a.ud services carried on in the J)1v1a1on ot l'ore1gn .i'u.:le.s 

Control; 

(v) fo req:J1sition and. ma1ntain custody ot &u aaterla1a. 

n;ppl.lea, and eq-..i1pment necesaar:; '0 'he WOS ot ,he DlTislon; 

(vi) to qerrlse the autOlDOtlv~ aamee which qpl.leB '.na­

Jort~tlon and carrier. service to the Divlalonl 

('ril) !ro ca.rry out constant atu4.y, lnve.tip,tion, and. research 

directs! toward izqprovi:cg the otnce methods, Jractices, £d 

:acl1ities ot the Division; and 

(viU) 1'0 per:f'orm such ather functions w1 th respect to the pro­

viBion of ottice Bervices as ~ be asslened trom time to time. 

rue period of the adm1datratlve history ot Foreign !':mas Control Wt:.6. 

however, cbarE..ctenlsd by two e!¢f1cant to,otors: (1) a deliberate effort to 

educate the p-.1b11e with respect to the freezing control and (2) at. e:z;perlmentin 

interdepart~enta1~reatDent of cajor ~roblems co~rontlng the Control. 

1. bUlc I'4ucat1p~ of Free;ln& Co;tro1 

• It is obvious that v1th the extension of the freezing contro~ in June 

1941. thousanda of persona vere aftected. and JWltl tu41nouB tranaaetlona vere cO\"ere4 

b,y i te rest~ctlon.. It vaa immecl1atel7 reco¢_.. 4 thc.t the wide sprea4 iJll)ac~,.. 

of the treezin, control regulationa vaa·not fUl17 appr6ciate4 b,y the public. 
. . 

Various 4erlces were 8Iqpl07e4 b7 J'ore1gn IUnds Control to adequate17e4ucate 
. 

. f: 
,~, ; ..the vorld and part!C'Clar17 :perBons in the 11n1~ed States of t~e implioationB ot 

'hiB control•• 
. 
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.... ln41cated above, the prel. releasee l8sued during this period 

• ln co~ection vith the promulgation of generallic8nael. general rulings, etc• 

vere mere explicit. !hey described with delibera.te e.z:e.ctitude the purposes 

. of the particular re".uation, the tl'8llea.cticns which could or co~.:ldnot be 

. effected, .and the general objective. lcnJ&llt tobe"accomplished by the reguI.atio!la. 

X~ 84cll tion, the Peeleral leieM's llaDks who Were in effect. the field 
, ' . ~ 

&cents of Foreign J'un4s Control required apeciallzed education on the 'scope and 
, -. . 

implications of ~he ~ed freezing control r~'Ulations. fop members of the 

Itaff embarked on an educational t~ of each of the J'ederal ReaerVe lank. 

and discussed in detail vith them the regulatiohs beinc ilS".::.ed. by Foreign JUnas ~ 
~. " 

Control and In general a;pa.nded u»on the progZ'P.1n which was being ac!:mini.tered 

'b7 the Control~ !rhe officiall of the J'ed.eralR8lel"'Te Janka were invited to 

Wt.8hington for round table dlacuaBiens not ollly wi th officials of the !!'reaS"J.l7 

Depart~ent ~.::.t wIth officials of other 4epartcents of the government who were 

vit&lly interested in the defensive measures being teker. by this Government thro"Jgh 

the 'medium o!' econom.c ve.:r!'are mearJ.r.es. In add!tion, an official of Foreign 

JUDds Control was specifically assigned the re~oLsIbI1ity of mejntaln1ng ii~18on with 

each of the Jederal leaeM'e :Banks so that they could be kept informed C"I1rrently 

of' all developments, and programs being adopted or coneidered. It vae reco£D1Bed 

that the J'ederel lieserYe Jan!:s. who in turn he.d contact. with all the banks in 
.* . -,. 

• 

their 41ltricts, vere plvotal polnte and thelr Il1;PPOrt u4 UDdereta.nc11ng of 

the progrS.!!l Vas esactlal to an' adequateoperatlo~ of the program. 

Otficbll of J'orelp Jlun48 Control took ""eri opportWt7 to aMrel• 

. public ~8 tnterested in the effects and l~lcatlons of the freecing control• 

!!be: e44relle4 the eer1~ J.aw ·Xutl.'e; the:leDkens "locie.tlonlthe l'ational 

fra4e Council of J'orelgn !rade, .tha7 accepted ·...e%7 opportun1t~... to pnbIlclzetbe 

.~ ". . . '. 
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freezinc control. in order t~.t the YJ.bl1c vi th whom the chi ef ellf'orcel!lent power 

• re.!~e~ could understand the effects and icplicationB of t~eBe contrel ~eesures • 

Kembers of the staff published articles on the treezinc control. 

Du.r1ng this period the La.ree CoNl1 ttee. a nb-comm ttee of the loreign 

kcba.:l.e;e Comm1 ttee. composed of the leading banl:s of theoOl1ntry. Vas organized. 
. . 

!'his group vorked close17 vi th the officie.l.. 01" Foreign J'unds Control in developing 

J'eg.ilaticns which ma!e aenae in tem.B, otbanld.ng ope:-ations vhile. at the a&1e 

t1111.e, met the objectiVes of the Control. It vae lJqportant to work vi th this 

cor.urJ. ttee which, inef~ect, wal a lIpeci81i:ed CJ'O'1l» ot people oeter1~ to the 

public needs. 

In ~d.d.1tic%!, everr ef~ort .was made by officials of ForeigL lUnda 

Control· to ~lain where cireumstances permitted the J'eason ~or action on certain 

appl1cations. Orig1nally, a member at the statf vas c1esigneted to oonrot with 

the FJ.blic on questions relevant to the freezing,control. ~er1ence aubsequentl1 

ahared, however,.thAt it was inadvisable to assi€D thi. J'e.ponsibilit~ to one 

person who ~ not ~ve ~d intimate knowledge Vith each of the applie~tions. 

~h often re!!ulted in unaat hfactol'7 information beine; given to the publ1c. 

Cogn1~&:lt ot this tect, the group charged vith reaponsib!l1t;y of lia180n with the 

public vas 41l1penaed With 8Zi4. an appl1ca.nt, With OJ' vithout couneel, cac.ld consult' 

vfth a:Ir3' mem'ber of the statt on the 418pOsiUon mae.. o~ hi. applica.tion and to 

obtain whatever tacta vere neces88.J7 to a })roper undeJ'stand1A8 ot the Purpose. 

ot the control and the zat1ope'. 01' actions taken. It vas tound preferable &8 

. . . 

• 

time' progressed to turD.1&h well izitorme.t1on to ~licant. instead ot the nat 


·4erdal. With a proper "IUUlerltan41ng toJ' the reasoneot the denial, where tacta 


\ 

.~,. , 

,., 
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ana clrCUlllstanc.s permtted, the aP?l1cant became more 17J11)8.thetic to' the 

• operationa of the Control and JDOre cooperatlve1n theaaehtlng' of the enforce­

ment of the control. 
. '. . 

2. Iclation of lprdgn J'rmdB Cont.,.ol to ot'or 'Pgpart:;1ents ot the Government .. 

With the ezte.&81on of the' free&lng control in June' i941 to rover 

practically all cou.ntriea of theworldari.d the OO1m8nCement of the U8e ot the 

treezine control a8 adefenslve economic "arfare aeuure ot this country, the 

ezl.forcement of 'Che control aesume4 a JDOre cb'umic role. 
" ,~ 

!J!be Tre&8'U17 8te.!f Which '''or~ ,on t~e freezing control mattera 
" 

recognized that' 80me of the problema pre8ented had Vide I,Pree.4 1JIIPl1cations which' 

lII1£l::.t a:!'fect the operations of other departmen.ts of the gov81'2lJ!18nt dt:rl.ng thi B 
.. 

cntical pre-war period. .A. close coordination Waa establlshed bett:een the !I'realury , , 

officials and the officlals of the Departments of 'State and Justice.. A small 

1nterdepartt1ent&l committee waa established, made u;P of top officials of theae 

departments to discuss the badc programs and problem, presented ~ the adminis­

tratioD of the freezing control. Weeki1 meetings of this interdepartmentil,committee 

were held at which more clU'fieult application. were conside::-e4; "here policy 

Va8 developed a:ld where economic warfare programS be1ne a&n1111stered b1 the 

41fferent departmente were coordinated.' !he Jap£.neae oil application. e.w well 

as the appl1ca.tions involving General. .6n1lil1e and JIllm are ~le8 of the ca.,e8 . 
considered b7 thi, Inter-De,partmental Co~ttee. 

, It"a.s at the~elAte1'-4e,partmen'al 418C'11••10n8 tb£.t ooordinatlon Was 

abo effected 'between the 1JlTelts.pUve wort of J'onlp lUnda Control and the 
.., " . ~ 

• 1JlTelt1~ts.ve work bel~ o8.rr1ed on by the :1.11. IniUallT. J~t1c. ar~ for 

111,1 the iJlTut1ptlve vosreqa1re4~' J'or~1p. J\md.Control:to be carried out b;y 
, ' , 

the 1.~I. BOwever, it was f~tat'er,much consideration ~~t lt would be preferable 

,~or J'orelgn J'udsControl to have it, own 1nTests.gaUve ,_taff npJl,emente4 b;y t!le 
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-

other investige.tive un1ta ot the !l'te~.BUl7 who wo'Uld all act. in close Q) operation 

with the other investlg~tlve organizations in the government. In t~ct. close 

cooperation va8 alwqs maintained v1th the :1'.3.1. tor the excha.:lae ot .1ntorce.t1on .. 
~d tor assistance to the 1'.:9. I •. In ai'Plying 8E.Jlctions to persons who had. been 

lound &n11t~ of aubverslve actIvities. 
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A. Easie Leeal Toola 

1. .laendment. to ~raQ.i~ ,eith :.heen.~ Act. 
: ~", >.­

. ''::'. , 

~.!zecutive Order ~o•• 8998 .. 
L 

3. ' kec"J.tive OrG-er 91f'3 - Esta.blishrlent ·of a C>.J.stoc.1P_'l o~ Alier. 'Propert7, :,,..; 

.4.' iect!on 3(&) of the ~Tedi~ ~!t~ t~e en.~v Act. 

1. Gen.e~al Licen.aeB 

. (a.) hee.tment of Forp.i&nIle.ticr-..E.ls (other tAU. Je.:;E'...!lese) in thf! 
U. S.- Genel:'&l. License 4~. 

:"' .~. 

(~) ~reat~ent of Je.~e.neEe ­ Gen£ral Lice~ae 6SA. 
',' 

(iii) Seorcte~ l'le:rth Polie:,. E.l"ld. Bawd! 

",
" 

(c) liearin~s for Wl'bloc~:iD~ - GenerE-.! ltuliDtr lie. 13. 

(c.)' Be.;ulationa wi tll: respect to unl.icenaec. tre.nt~c!"l- Ger.!' !"r~~~iJi5 :'1 

(e) 

(f) 

<g) 

(h) 

DiBclosure of benef'ic!&l interest. in sec·.::.rit;r 'aceo·\lJlts. 
Gener&l. Jul.1n.~ No.1? 

Directive Licente. 

Import Contliols ove:' Art Obj leta - ~. J). 51072 

(1) Limite-Hon ona.co.:.usition6f elC".u-ities fo!" ":,lock~c.. p,cco'':'''l~~ -
Pu'b11cCirc'\llp.l' lio.14.· 

). " 

. ~.. 

",' 



c. Enforcement in Un! teO Sta tes. 

1. Ad .Hoc Blocking Progra:n 

(a) American citizens 

(b) Internees 

2. Investigative ProgrNll 	
.' . 

,., " 

(t) lnvest1eative Organization. 

(b) Sample Invest1gai.tons 

3. Treatment of Puslness ~teQri.es. 
" .' 	 . ' 

, (a) 	 Liquida.tion - Forced Sale of Assets. 

(b) Vesting Action 

(c) Supervision 

(d) Resirictive LicenSing 

(e) Reorganization without Blocking 

(f) Contingent Yesting ~count 

4. Collation and Uee of Financial Intelligence 

(a) Rela~on to Office of Censorsh!p 

(i) 	 Background 
'.: 

. (ii) Function of Censorship Pelations Section 

(b). HandlinG Censorship Intercepts.. etc. - The nexoline. 

(c) Diplomatic Pouch 

. 	S. Licensing Operations 


.(a) Development ot I4censing Policy 


(1) Technique ot B.lanket Licenses 

• (11) Other 1'echni quee 

(b)· Examples of Licensing Policy 

.(1) 	 American corper_tiona in neutrals. 

(11) 	 Relief Program 
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(111) Business Antet-pr1s'es 

• (iv)hts and .states 

(v) Creditars Claims 

(vi) 	 Official iUnds 

(vii) Rem1ttances 1':I'OIr. 811188 Omnibus, Accounts 
. ,'...~ ~, ',' 

',,,,, . , (c) 	 Publicity to L1cens~g Policy' ',' ' 

(1) 	 Bet~re Idm1n1str&tive PrOCec1ures '.let• 
. . ,.~ 

(11) Atter AdDdnSstrative PrOcedures let. 

D. Entorcement Program in Latin ~ca 

1. Inter-kerican Conterence on !co,nomic and F1Dancia1. Control. (Ju1y~i~:: 
It . 	 ~ . ' 

2. Implementation ot Inter-American Conference Resc-lutions 

3. Proclaimed Liet Program 
. " . 
. . ,r:. 

, : ....::4. Argentine Program 


• 
 S. Special Blocked Na~1onal Program 

•6. Foreign Pa;yment Plan 

E. Enforcement Program in Europe 

... 1. Activi. in connection with Liberated Areas • 

2. 	 Participation in thet1nan~ial investigatio1l8 and. establishing' the 
.financial controls in Germarl7. ' ' , 

, ,,~": . 
',~ .

3. 	 Participation in Program reLooted Property and !Jerman External 
Aasets. ' 

(a) SII1aa Hegotiationa 

• 


(b)ared18h IelDtiatt.OnB 
, ~ 	 , 

'" 

F. ' Blforc..nt .t'1"CtP'8ID iD U.S. "'r:r1tories, .~. 


1.' ~tabl1.hIII8nt ,ot Puerto, ~ 'om•• ~' , , 
 .. ,.' 

~. ' ....st&bUshment ot ~pph..:·O.tt1'C. 

ci. 'cOn~lU8i~n- ~ n5 ~tratipVan.~~' ,,- . . 	 . ., - '. ": 

3'3'1' .........1 
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