CRAPTTR ¥
PZPIOD OF AGGRESSITE BLOCKING —- mcnh._.m. 1941 to ATGUST, 1945

Commencing witk December 7, 1?41. the policies and efforts of the
| Contfol changed to that of ve.ging agslréssivc“ edonbmicharfaré. The object
4&1:1'1113 this period !‘as d.eliberately and d.irectly to !mrt tha hds wherever
‘ po.sibla ‘hy preventing the asqaiaition of raw mteﬂals. use o:t cred.its, and any
ad*ra.ntages in fo e*gn 1nvea..'nents. Brie"ly. the oyerations of l‘oweign I\mda
‘Control d.urina this pericd. \rere d.:lrected tOVard,s.
,f 1. tbe complete severance af a.ll financlal aaﬂ commerc'al 1nter—

&\ course. trada an" cesmmicetinn. direct or 1nd1rect, betwee“ the

’Uni'ced Stetos a.nd. the Axis and Axia-dominated countries. ‘
‘2. the prevention of all ﬁna.ncial a.nd come-cial intercourse anc'.
tr:de between the United Sta'cee and any cm.ntrv outeide the -’estern
' Eer:iaphere wbic"x directly or i.n&rectly ‘oenefitte& the A‘:ia.
3; the prﬂention of all financial, come*cial and t*ad.e traneactions
between the Unitea Sts.ten a.nd any o'cher Amedcan Rapu‘blic wkich directly
or indirectly beneﬁt the Lx:ls. 1nc1uding a.11 transaetions which benefitted

Area.‘l ur Jmuca.l persons vithin the Amedca.n Repu’blice whoge influence

.~

or activity was ﬂeme& inimica.‘l to the ucu:rity of the Western Hemi gphere;
4. The qlimingtiog of all fimnc;al and com;nercial activities engrged

in , rer.lor Jt_rld.;'cal persons within the United States whose influence
or gctivity_vu ﬁeoindd inimical to the security of the Western Heulsphere.
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!!he basic toole for waging aggreuive economic warfare were inherent in Forelgn .
Funds Control. Althoagh until thig time it had been used for protection first, and

defense second, it could and was easily t:‘anamuteo‘. into a mecker’sm for agsreesion

limﬂ.taneously with the out‘break of wvar. A strildng example in this connection

is represented by the Japa. ese oil dtua‘cion. Before we embark oi a description
of the external mnitestationa of these ehangen it might de uﬁetul to indicate some
of the baelc legal tools put into operation after Pec;:i Harbvor, which in turn were
reflected in the war objectives of Foreign Funés Control.
A Bsstc Lecal Tools - '
1. W&Mﬁh&hﬁﬁw
On December 18, 1941, the First VWer Poyrera Act was passed, Title III

" of this Act mmended Section 5(b) of the Trading with the enemy Act and provided

authority to deal effectively witk ‘a.l'l ramificaticns of forelgn property end
foreign propérty ownership in the‘ var emergency. The Depertments of 'Jree,mré
anéd Justice worzed very closely ih the preparation of Title II1I, Considereble
atter.ﬁon was given to tl:.\e areag in whick the powers previously grented by the
Treding with the enemy Act wers, or might be, inadequate for the grimmer phases

of economic warfa.re. Ths, Title III appearsv in the na.ture of a list or catalogue

.of povwers for vwaging war on the fipanciel front, an& ie a cloae—pacx:ed broad

delegation of povers. It Vas anended ozly once in Congress g.nd the debete on the
floor i:dicated no desire o; effort to limit the povers but merely so to frame the
Act. should a.':,y vesting of p"-operty occur, thet careful repo*h would heve to be
made couceﬂning such propertV.

In fassing the First War Powers Act, Congrens retified everything which
the Sresident or the Secretery of .the ‘Treas;u-ry bad done in resp.éct to foreign

property under the Trnding with the enemy hct, as amended.
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!‘rom the time of the enactment of the First Wer Povers Act to
&,\ ' rebmary 12, 1942, no formal delegation of the additional powers grantea by
" Ditle III was conferred on any agency. On Pebruary 12, 1942, the President
formally delegated all of his mthority under Bections 3(a) and 5(b) of the
Trading with the enenxy Act to the Secretary of the Treasgury vho thereupon became
A' sole repository of the Presidentt's snthority until the Office of the Alien
Property Ougtodian vas .esuab}.hhod on March 11, 1942. This vas cffacted j;hrough
the igsuance of a nemoran‘dm to the Bocreta.ry of the 'Treasur;‘r and signed by the ‘
. President, Previously, the S8ecretary of the Treasury bad received euch povers
on an ad hoc basis, J¥For e:ample, we used those povera in ¢learing the docks on
the West Coast of derelict property. : ] ‘ '
The immediste cause of the formal delegation of the powers to the
Secrétal;y of the Trea.sury was due to ‘the fact that Treasury was getting ready
to vest General Aniline & Film C’orf:oration. The memorandum waﬁ signed by both‘
the Secretary of the E‘raasqry and Mr. Leo Crovley; who was then being considered
for the position of Alien Property Oustodian, "Hot long after Treasury had vested
General Aniline, the formal menorandum was made yu'blic and £iled with the Federal
Begimter.
- 2. Jxecutlve Order No, 8938
By Decem‘ber 26, 1841, Kongkong had fallen and it wvas quite obvious that
Eongkong would ot be the last allied area to fall under Japanese control. In
ord,er to avoid th; neconity 3 4 having to go to.tho P;-enident and get a new
Rxecutive Order every tine ant;th:er area vas o@d by the 'Jai:anu#. Executive
.‘ Ordox; xo.'8998 vas lssued, settiing vp‘ab. pio&eduré for .the sutomatic extension
of the freesing control 'to» any araa‘_vhich tﬁ§ enm rdgbt occ@y after ﬁec#m’ber 26,
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Vil

Ingsmich as the fall of the Phllippines was imminent and to enable

':f . this Executive Order to provide for automatic freeging of the Philippines 88

they were occupied Exacutive Order No, 82398 was so worded that (1) the Philippines

were not included in the definition of the United States, and (2) sub-paragrasph 3

of ?arag*nph 3 of thie Executive Order provided thet the definition of "foreign

country® included " ny territory which on or since. the offective date of 'fhis

‘ Or&.e; is controlled or occupied by the military, naval or police forces or

other authority of such foreign country”.

Manila ~felZL on Jemuary 1, 1942, " Under the technical tems of
Executive Order 8598 the Philippines were ‘block’ed as Japanese territory.
Administrativaly. however, 1t vag not desired to dsal with the Filipinos as
Japs,nese nationals. Acco*ding;.y. on Jemzarv g, 1°42. Public Circular Fo. 11
vas isgued which had the effect of a.daing the Philippines as a new country to the
118t of blocked countries and provided further thet the "effective date of the
Order as applied to the Philippine Islaﬁds ghall be deemed to be January 1, 1342.°

13. Rrec:tive Orde

Actually, at the outbreak of war on December 7, 1941, it was 1ndic9£ed
that & sepe.rate‘ agency might be created I:Oy~ the President to eier_cise managerial
functions with respect to enemy property. In antiecipstion of the crystallization
of such an agency the Treasury refrained from[::;stalnzation of polier in ’this

field and in other ﬁbelds of edministration )rhiciz are properly exercised by an

Alien Property Custodian,

’ On Karch 11, 1542, Executive Order 9095 vae issued estedlishing the
Office of Alien Property Oustodian., It was amecded or July 6, 1942 Yy Executive
Order 91§3. :
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. Executive Order 9193 divided the authority betwe'en.the Treasury and
the Alien Property Custodian as follows: The Custodian was given the respor.sibility
| of (1) vés’ting or #upervising all tusiness ehterpriaes owned‘/:’gr on behalf of
‘persons 1iving~in ‘the six countries which had declared tgi' against the Uniter
‘States; (2) any property within the United States cwned or controlled by an
enemrcpunﬁ-y or ,nationa; thereof and foréig#omd patents, ﬁ'ademax_'ks, copy-
rights and (3)1dealix:g with enemy interests in 1itigation, The Treasury retained
control of dolla;' balances, se;::url ties and other lii;uid assets of enemy countries
pending ciarifica'd.bn of this gdvernment's policy with regard to the ulfimate
treataent of assets of enenw conntrie |

Subsequently on June 8, 1945, the Ex: cutive Order was further amended
giving the Custodian power to vest all German and Japanese dollar balances,
securities and other liquid assets, This was effected in line with the policy
‘agreed upon between State and Treasury Departments .andA the Alien Property
Custodian 1o eliminate completely all e:d.étirqg German and Japanese interests in

‘the United States.

be Section 3(a) of the Tradinz with the enemy Act. |
‘ By t.he declaration of war Section 3(a) of the 'I'ra.ding with the enemy .
Act was invoked prohibiﬁng trade and c&mmxicaf,ion with the enermy, "Trade" wes
deﬁ.ned 1n Y ver;' comprehansive mamer to cover almost every kind of intercourse
- witk the anemy. Bimilarly, "enems"' was conprehensively deﬁned. The terms and
whole approach of Section 3(a) stamgfd trom the last world war, While certain
aspects of it i‘ere he_lpful in this war, there were certain other aspects that
were prejugigial. "Enemy" was in many respects too parrowly defined in thet,
‘fo‘r? exa.mple;“any co"poraﬁon incorporated in the United Sta tes was not an enemy

under the 1917 proviaions of the Trading lith the enemy Act although it might haye

31.:(
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been completely enaﬁ;y-owned and controlled md doing business in; for example,
Argentina, Secondly, 1t was teo broad in that it .’mcluded a large nmnber of

‘co:npe.nioa in Latin America by dei‘initd.on, because they had either an agency or
office in Germany. Eoreover, there were the Butch companies wnich had trans-
ferred their legal situs from the Netherlands to the Netherlands kast and West
Indies, and they were t;echnica,lly enemies under the definition of the Trading
~ with the enemy Act. |

" To aveid these 'problema,' it was recognizsd that there was a licensirgz | :
authori ty under Sectior 3(s) of the Act repoaed in the Presidernt. On Deceaber 11,1 '.1;3
1941 the President issued a general license under Section 3(a) of the Trading
with the enemy Act, licensing any transaction or act prohibited by Section 3(a)
of the Trading with the enemy Act, as amended, 'provided » iwwever, that such
trai:sac"tioh or act was autherized by the Secretary of the Treasury by means of

regulations, rulings, mstwctionb or licenses or otherwise pursuant to Executive »

VOrd‘er 8389, as amendéd. Since the proviaions of Section 3(a) overla;iped the »
provisions of Sect.ioﬁ 5(b) and t.hé freezing control, and to avoid interference by
having & dual licensing system, the general license thus issued by the.Pres‘.dent
under 3(a) in effect provided that if a ‘transaction were licensed under Section S(h) .
it would also sonstitute a 1icense under Section 3(a).

B. BASIC REGULATIONS

‘ It is not intended here to describe each of the documents iseued by the
" Control during the war, Only ti:qsé will ;be.digcusseduhich reflect the/":rtant
|  basic policies of the Vontrol a&opteid during this Qeriod., In this connection
. _ ’_it should- be kept in mind that such i'hems as the security anc currency control
i programs, and other programs developed in the oarlier periods of the Control's

history were not or_:ly. retained, but further strengtherad during this period.
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" 1. Goneral 1ic cerses

(a) TIreatment of foreisn natiorxala(other than Japanesge) in the United
'§tates = General License 42.

It 'ldll be recalled that upder the broad definition of "national"
cohtaipad in the freezing control order any individval within the United
States was aubgect. to the. provision of such order if (a) such mividual’
had been domiciled :Ln or hes been a aubject, citiz.en or resident of a
blocked country at any time on or since the ef;ect.ivo date of t.ba Order' or
(b) a'uch individual was acting for the benefit of or on behal.f.‘ of any

Cedenre o

blocked country or national. thereof, Under tris broad definition of the
tern "nationz1" all citizens of Germny, Ttaly and Japan and all citiszens
of any other blocked country were suo‘!ect to the blocking provismns of the
freezing Order, Mt.hermore, all r-fugees wio had come to the United States
since the effective date o:‘ the Order and who were resident in any of the
blocked countries at any tﬁne siﬂce the efi‘ecft.ive cdate of the Urder werc |
ircluded m the i‘réezivng control Order in order to give the Secretary of
_the Treasury the broadest possible power to deal with any sit\:v.arl'f}.:zz'f which
required actior in the public interest. * o o

It was never intended in administering the freezing control
" Order, tbat. the finarcial and comercial mtivities or all individuals nthin
: the United St.ates wno ‘Were nationals as defined in the Order wo:1d be subjected
~ to the control under the Order. Even before our emtrv into the war, through
the use of the t/achnique of the general uce'xse, the Secretary oi‘ tte’
Treasury had been able to effectively to exclude large groups of individuals
trom the blocking pmvisiona of the Order, In this conrection, General

331181
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License No, 42 was issued. .Bter‘ our entry into the 1lurAa.r General License
Fo., 42 was emended, which provided ,t‘hat any person who recided inAthe Unif.ed
States onﬁrehhmz.-y 23, 1942 and who 412 not thereafter enter into any blocked
eountfy wae effectively lifted from the provielons of the freezing cgntrol -
Order with certain excepti“ons‘. Included among the individuals who were not
grantedV the privileges of this genez;al vliconu were persons acting for the

- 'benéﬁt of or on ‘beh:‘alf‘of any dlocked éuu.ntry 6r any blocked national,

| Under thie genersl licénsa the Setretery of the Treasury had the

' power to exclude on an ad hoc 'baLsiq ang person whom, he found, aid not |
deserve the privileges of this general lfcense. ﬁua, the Treasury wes in a
position to‘catla'gorize persons of blocked ccuntries"'into tw'r; groupe (&) those |
guspected of cerrying on activities tnimical to the putlic interest, and, |
(b) those bvhose é.ctivities were clearly atove s’uspicion:. It has been the
 experience of thies 'governmexit that 1t was preferable to concentrate on thoa'e
1ndiv1duals against whom there wa§ sore evidence of inimical ectivities,
-rather then to gttef:r,pt control of @ large group of 1ndividuals where there
was no evidence esgeinst most éf the 1ndi§1duals in the group. "l‘ar exarple,
it wes clearly undesira'blg to attempt to control financlal and commerciel
sctivities of all German, It2lian and Jepenese nationals resident within the

United Statee, Administrative difficulties involved in attempting to control '

suck A large poi'tion of( the population wouldAbe eo great thet 1t wounld not
be possidle to give lufﬁciant atténtion to concentrafing on or controlling
the activities of the individualc against whom there 1s evidence $ndicating
that théir activity should de c#ret‘ully tc:fntinized.

-B-—-
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It should also be exphasized thet ‘the test as to whether or not

.the '1nancia.1 and commercial activity of eny particnlsr 1ndividm=l is to

be controlled should not 'be determined by the citizenahip of such individvel,
Individuals \fho were found to be acting for or on behalf of blocked ccmntries |
or ‘blocred nationals vere excluded from the privilegea of General License No,
42 and subj ected. to the 'blockinb pmvisious o! the Grder. 1rrespect1ve of
'citizenship of such 1ndividuala.
(’o) WM&WA- |
A Imedia.tely efter Pearl ﬁar'bor Pu'blic Circular Bo. 8 was lsgued 5
‘\\rhich revoked all geaeral and specific 11censea 1nsofar es thev gathorized
A directlv or 1n&1rect1y any tranamt* ons ‘bv on ’behaL of or for the benefit
T of Japa.n or any nationzl thereo“ At this the. Foreign Punds Control had
the only mechaﬂcs ave.'lable *’m* a'criking directly at the Jananece in tke
, Unitaﬁ States. - It. clos ed all Jepaneee ingitutions on tkre Vest Cog.st.
irstallel Trensury Departme#t feprésentatives to supervise them, and cozmenced ‘
1media‘.;e 1nvéstigetions of guch inestitutions. -
Greduslly, hovever, as the Control was adle t§ size up the gltuation
mere cerefully, 1t faséec‘l addition#l rnlf-.x;gs wrich had the effsct Qf enending
Public Circuler Fo. 8 as it applied to Jﬁpan. 81znificent among trece was
Géneral License Ko, 684 vhich provided that J epanese citizens who had been
: resid.ing in the United States from June 17, 1940 shmﬂ.d have the statue of | ‘
genera.lly licensed nationa.ls. In ul&iticn, Pu‘bli.c Circu'lar uo. BL waEg ismed -
reinstating practically dl oi’ the general licenses vit‘a res;oect to Je.pJ e.nd ‘
A natione.ls of Je.pan, ucept certain trade l‘lcenses and do-buginess licenses.
. o '.By Decexber .‘-:D. 1241, wken Pu'blictcircular Ho. BA. va.& 1gsued, I‘oreign Punde
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Gontrol Iw! alreadqr achieved a&eqnate control over the Japanese prodlers in

the 0nited States so that 1t cculd., without jeopardizing our var efforts,
effect this relaxation thus cntting'dovn on the amount of admintstrative work .
required to be &#o by Foreign Funde Gontrol as & result of having withdrawn

- all the genaral a.nd s;peciﬁc licanses vith renpect to tha Jepanese on

. December B.
2» General Bulinzs
(=)

" In March 1942, ﬁxe Socr;ta:.ry of the Treesury issued General Bnling
¥o. 11 in which‘ 1t vas provided that all transactions involving trade and.A
6ommn1cat1m with-an uxiemy eationgi vere nnlawrul unless liceneeld under
the freezing regulations, No freeging cm.trol license wounld be leeuned
involving trade or commnicatim with the eneny unJ;ess the license expressly

| _refers to Genersl Buling Ho.j 11, The Becretary of the Treasury was given '
the power u.nier General Ruling No, 11 to license trading with the enemy a.nd.
a 1icense issued pursuart to Section ‘5(1)) of the Trpding with the eneny Act
and fxecutive Order 8389 was also a license under Bection 3(a) of the Trnding‘
with the enemy Act, Thus, the licensing procedure undei thé freezirg orders
vere dntegrated with the'trading vit'h the enemy proviaions of Section 3(a) of ;
the Trading with the enemy Act. | o ~ P
| -.General Baling ¥o. 11 also deﬁned the terns "enemy national" :
eneny torritory' and 'trado or comunicatien with an enenmy nationﬂ." ‘
They modified the old 1317 rostrictions against trade and communications under
wartime com&itiom 'by mbctituting the new concept 'enemy mtional" for the |
. old 'anemy' and ’ally of enomy terminology of ‘the last war. Thig chenge was
| .mde so that the yu‘blic could. de a.ffoz-ded & more precise understanding of

a" -~ ¥
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the restrit;.tioﬁu on trade and comﬁicéﬂons nmleru wvartime conditione. -
- At the same tine this change algo permitted an effective ada,ptation of
these restrictions to the pattern oi’ the present var. .
%e tern Yensmy nationall 1nc1uded perwns in-enemy territory.
persons vhose ranes appeared on the I’rocla,imed List' and repreoentatives or
| ‘a.genta of the Government of Gema.xw, Italv. Ja;pan. 'Bulgaria, Bungary or
Roumenis, whether situated vithin or without enem' territory. 'hemy terri‘tc‘o';;é"i'j;
\tas defined as meaning the territorv of Gemny. Italy and Ja.pan. together
with the territory under their occu@ation or control,
ﬂ’.‘hus, General Baling ¥o, 11 Vas more specific as to the ~ETOUDS vith
which trade and communications was unlawful than had previously existed during
the last war. During the last World ¥ar ﬁérsénn in the United States were
charged with the duty of not trading or communicating witn any firm in Latin

Anmerica "doing business vitﬁ;p the territory of any nation with which the

United States is at war." While tﬁis was a cormendeble o'bject'ive, yet in
most instances pers;ms in the United States..haé. ‘no way of knowing _vfaether in
fact a Latin America.n‘ firm ves ?‘doing ﬁusin#u within the .territory of any
" pation with which the United States ig at war", Under Géneral Buling No. 11,

| however, & person 1n the United States could rreely trade and commnicate
vith a person in Latin America unless such person was on the Proclained MB}
or was known to be an agent or representative of such person or for one of
the Axis govements or their la.tellitos. In adﬂ.ition. under General RJling |
!o. 11 it vas not unlawfl to daal with persons in the United States merely
'becmue such persons vero Germn or Italh.n alionn. Actua.ny. the activities

. of personl 1n the Un.ltea Btatu vhich vere 1n.1m1ca1 to the war affort ancl the |

necurity of the wcstem Hemisphere vere d.aalt vlth hy internal contro.s,
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inclu.d,ing the control of aliens br the Departn{ent of Justice, as well as
the freezing control., .

Bimltaneouslv with the 1ssuance of Genersl Ruling Ko, 11 the Of’ice
of Censorship issued Communicetions Ruling No. 1 which hed the effect of
preventing the sanding or tfansmitting’ 6:‘ comﬁanicétions betwveen persone in
thé UnitednStates and enemies a8 defined in General Buling No. 11 except
pursua.nt to a licansed hsued by the Secretary of the Treasury under Executive
Order 8389 as anendea Thus,. General Itnling Yo, 11 wes avnchronized with V
GOmmmications Buling No. 1 so that persons regerded as eneny nationals for
comminicetion purposes were to be regard.e@} as enemy nationels unc.gr the vartime? ’
prohibitions on trading with the enemy. .

() Sontrol of Securities, Currency, Checks end Drafts

(1) Qurrencv Control = Generel Puling Ba.

It was recogrized early in the war thet the Axis reqaired.

7Y ~ goods and services which 4t could only obtain from unoccupled or neutral

| areas, Certein of these goods and services could be obte zed through «
force and through éompuleion of various sorts, but there were limitations
‘beyond which such force and compuleion could be used without cé;uéing e

the economy of the neufrals to collapse. Consequently, the Axis were

required to pay for certain of the gools and services which it needed

to obtain. That payment could be made directly by the Axis in terms

of goods and services which 1t p‘oduéeé;. But peyment 1n t:ts fashion

weakened the Axio by diwrting RAnPOY er from ite own war etfort. There-

fore. from the Axis point of view. it vas dssirable to ef fect payment

to the nautrals in the United Sta.tee cdrrency or securities which it may

have looted from occupled areas,
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Much United States currency hald deen accumlating in
Burope for many yearss It had accumilated there tirough remittances

which immigrents to the United States had sent to relatives remaining

in their native lands, tkrough funds which Americen tourists had spent - R

‘ nnd through a variety of less important ways. ‘The possession of this

currency by tae Axis placed at 1te digpossl an economic veapon of

tremendous importance, Imnuch as Joited States currency was accepteble

in neutral arees as ldng as it ‘could de profit@bly‘ emplowfed in the pur-
- chase of goods and services 1n othor parts of the world, 1t became the
policy of the United States to re&uce the Value of such currency as far .
a8 ;;o;si’ble anté thus.to make 1t valupless to serve Axls purpcmets.j
Be‘tween 1940 and 1342, when the first steps were teken to

inpbae import controls on currency we did get somé reports on the
currency coming into the United Stotes from abrosd., After General _
Ruling No, 5 vas issued, in Ju.ne 1940, the Gollector of Customs in New
York found currency coming throughk when he opened letters to determine
 whether secarities vere concerned. ‘The Control requested the Collector
of Customs in New York, which wes the principal port 1nvolve5.. to keep
a record of the currency coming into the States, and to furnish the
Treasury with a monthly report of the persons who were shipping the .
mrre@ and the persons to whom sent. C

. | The first affirmetive action to 1nter1’ere with this flow of
eurrency ¥as taken ‘in March, 1942, when Foreign Funds Control issued
Gonaral Rpling 6A. This action conld, oot be taken eérlie: since the
Treasury actuslly dié not know of an effective device which might heve

Deen used consistent with our position as a neutral.
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