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'. 
!he Censorship functions of the Control involved, furthermore, 

the estr-=b11shment with Censorship of progrSl:lS by which Foreign J'o.mcs 

Control policy was enforced or controlled. The podel cO!'lT.'!llnicetions 

were referred directly to ForeignJUnda Control for recommended treat­

ment. while action on cables to be ta..~en bF· Censorship was reconnended 

by' a member of the Oensorship ltelc..tions Sectim who spent part of ee.ch 

~_ consulting with cable censorship arficera. Co~cations which 

affected financial or commercial transactions, communications containing 

, . ,powers of attorne.y or other in&tructionsor authorizations to dispose 
. ­

-of these, cO:':'!!!luni c" tions contaln1ng ,:"em t tSllce s • cor.ut!Wli c f!.tions con-

tuning information which served as a basis of a IlUbsequent tre.nsaction ' 
, . 

are examples of the communications which were handled by Censors~p in 

cooperation With members of the st~ff of IDreign JUnds Control to insure 

cor.tp11ancewi th Foreign JUnds Controlprc,blcs. 

A further example of the manner 1n which Oen8or~hip cooper~ted 

with 70reign IUnds Control in i~lementing its enforcement programs 1s 

evidenced b1the manner in which the Oensorship facilities were used to 

i~lernent the controls policy' wi th reB:Pect to special blocl:ed natione.ls. ' 

a program Which wiu be described below. !his speciel. blocked national 

concept, as will be described more full,. below, Was a middle of the 

-. . 
:person. J. JNmber of persons were ma4e B~e61al blocked ne.tiOWB And 

Censorship &&reed to per.f'erm the following in ",iew of the feci11 ties 

e:r8.1labla to them. (1) All epacial blocked ne.t10nel.1 wer~ plaCed on 

the eanaorah1p vatch list; (2) incoming "ommercial commu.n1cations in whiCh 
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special blocked nationals had an interest vere pas~ed but sub­

• misBions vere made for the bene!i t of th.e Tree.wry; (3)vhen checks 

In vhich such nationals had an Interest vere sent to this country to 

• 


persons other then established balL~B the communications vere nhel~ and 
. . 

referredn~ !r.b.e canaor acted on Instra.ctions from the Chie:!' Posh.l Censor, 

who' obtained the recommendationa of :foreign JUnds Control•. (4:) Outgoingl 

ma11to ~eciei blo~ed nationals vere returned to sender with advice thRt 

a epecial license vas required because ot the interest o.f a special , . 

blocked national·in.such co~cation. 
and . 

!he c10se cooperation bet"oB8l1 Treesurzr/the Office of Censo:r-- ., 
i . 

ship Vas greetly feeiliteted b.r agreements vorked out between t~e Office 

. of Censorship andl'orelgn lUnds Control. The most ·importF'nt of these 88f'~e­

menta vas the one under vhich it vas agreed thet in 1ts reg"J1ations Cenao:r-­

ship would adopt Foreign J'u.nds .Control definitions of "ener.:;r ne.tion&l" and 

Den~ terr.1to~n. Originall~. the enforcement of Section 3(c) of the 

'l're.ding with tlle enemy Act. relating to trade and col!1Il:lWlicntions. vas 

reposed in the Secretl:'.ry of the !&easur,r pursuant to Exeeutive Order 2729 t 

of October 12, 1917. On December 11, 1941, '1'. D. Begulation 50525 vas 


i8SUed dealing with controls relating to the bringing into or te1d.ng out 

. . 

. ,, 
of the United StEtes letters and other tangible forms of comcunications 

oUtside the mails. 'Unde:- theae re",.itationa persons arriTing in the Un! ted ' 

States from &qJ foreign countr,r or d~rting·froD the 'United States for 

8Il1 f oreign ccnntr,r vere required to declare to Customs ~ letter or . 
other tang1ble communication. curled on biB person or In his baggrge.· 


ProTiaion was made for the is8\1.8.l:l: e of llcenses b7 Customs for ta.'d.ng or 
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lending of ~ letter or other tangible form of cO~MUOicetion~herwise 

• than'in the regular course of mail provided such letter, etc. was not 

intended for or to be delivered to an ·en~ or ally o! our ene~v'. 

!.D. 50525 vas amended. by !.D. 50529 on Dectmber15. 1941 to provide 

-enemy·, or -all7 of eneJllY· as defined in Section 2 of the !rP41ng vi th 

the enem;y ~t. On December 24, '1941, with the approval of the President, 

,the Secret!"ry iaBUed !r.D. 50536 vhereb7 be' designated the Office of 

Oensorship to act as the agency of the Secretpry' of ,the !"ret'sury' 
; , '"j 

to administer the autho:1ty vested in the Secretr.r,v by hecutive Order :­ r, 
lio. 2729-J., relative to the lending, te.ld.ng or transmitUng or attemptinc : 

'to send, teke or transmit out of the United States, en~ to iasue ! , 

I 

licenses and exe!!t'tions as the said Of~ice ~v from tiMe to time preBeribe~' 
,

• I 

to send, tcl:e or tr::>..ns!7Ii t out of the United Stetes any form of co1!U!!l1Il1cation 

intended for or to be delivered directly or indirectly. to en en~ or' 

ally of enemy. By the 8a."=le !r.D. the lttlreau of Customs WaE desi~!1E'ted to 
. (. 

administer an.d iSBUe licenses (excf/?t 1icenaes to send, tp..ke or tranami t " ';.;. 

communications intended for or to be delivered to an ene~ or al17 of 
" 

, 
enemy) in re~ect to the authority vested in the Secrett~ of the freasur.r I 

_d.er hecutive Order Bo. 2'129.1 relative. to the ta..'d.1lf: out of or ~ng 
l' 

into the UnttedStates of 8Q1 letters or other writing or tane1ble form 
, 

of colll1DllJl1ce.tion ccept 
.' 

in the regular course of the 
, 

mails. 
. 

Thus, , I 
I 

originally the control over communications Val divided between Oustoas 

lhlreau of the freaBU1'7 Depe.rtT.lent and the Office of Oen8orah1p~• 
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!his close cooperetion and coordination of ectivities be­

• tween Foreign lunds Control and the Office of Censor~1ip ie reflected 

in the is~e by the Office of Censorship of Co~cetions Baling 50. 1: 

which incorporp-ted the defi"ni tion of enenw as set forth by Foreign 

JUnds Control in ita Geri~ral Buling 50. U. In fact, Cor.unu.n1cr.tions 

lmliDg No.1 Was issued a1l11l'ltaneou81~ with the Trep-sury'8 issuing 

General BuliDg 50. 11. ~fore discussing the implic~,ti'ns !>f Comr.nmica­

tions Baling No.1 and,its relationship to GenerP.l. Ruling Bo. U it might 

be wen to focus at this point on a cli8cussion of Generel Ruling Bo. 11 

and its implications. i 
. ' 

• 

At the outset. it i8 brportant to refer to an eerl1p.r d1 scustlio'n : 

on the relationship between Section ~(b) of the Tredingw~th the en~ 

Jet and Section 3(a) of the seme act. It vas pointed out at thct time 

that Section 3(a) of thefrading with the enAmy .Act ce.~e into 'effect with 

the declar~tion of war and thP..t to a substantial extent the ~rovisions of 

Section 3(a) overlap the proTisicns of Section S(b) in the freezing control'• 

'0 avoid interference by having a dual licensing system a generpl license 

Was issued by the President under Section 3(a) which provided thE'.t if a 

trans~ction was licensed under Executive Order 8389 that it also con­

stituted 8 license under Section3(e.). It will be further recp~led that 

Section 3(a) of the Trading with the ene~ Jet defined the term ·en~· 

in lome reapects too 'broa41y and in other respects too n.e.rrowl:,,.. To 

meet the objection that Section 3(8) was too bread. General License 53 

11&8 issued. cltrving out the ~u,,1 ~ perBons in Latin Merica wi th whom 

persou in the 'Un! ted. States' could trade. On the other h2.nd. Section 3(a) ~ 
'I 

I 
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Was too limited in that it did not cover pere~nB on the Proclai~ed 

• List who this Government considered to be enem! es. Ac~ordingl}·, 

Ge.nersl. lIuling No. 11 Was 18sued in part to l:leet tl'-.1s le.tter objective. 

It modified the old Section 3(a) restrictions against trade and 

communications under wartime conditions ~ substitutin, the neW concept 

'enemy Dational l for t:b.e old concept leneJ!'(l"n ann "ally of enem:"lI. The 

• 
term 'en8.lDY' ut1onal' as defined in t':.is new general. rullng.inc::!.uded 

pers~ns in (a) 'en811J7 terri tory" ; (b) persons whose na.mes Il?peR.r on 

, the Proclaimed Lhtor ~ persons acting for such persons on the Pro­
, i 

claimed List; and (c) r~resentntive~ or agent£ of the Governments of I, , 

!j 

German.v, Italy, Japan, Ha.ng&r;v', 'lru.lgeria aM. Rounania, whether sitUB.ted 

wi thin or w! thout enel!l,.V tem t0l'?_ 

At the title General lIuling No. 11 Wes being drAfted it was 

recognized that alth~~gh Section 3(a) of the Tr~ding with the ene~v Act 

deut Vi th trae.ing wi th the ene~ and should be considered in connection 

wi th the drp..ft~ng of Genercl Ruling No. 11 conddert.tion sho·".l.d also be 

given to Section 3(c) of the Tradin& with the ene~ Act which dealt with 

communications with t:b.e enemy end among other things rn,.~e it a crime for 

&n7one to send cocmunicetiona to any ene~ as defined in the Act or even 

to drop in the mailbox ~v BUch letter without a license. To mp.p.t this 
" 

provtsion the Off~ce of Cenaorshi'p accordingl:r would have had to set. ! 
I 

• 
, ~ a Itcensing procedure 80 that persons m1ghtappl:r to me.11 a letter.; 

!his would have had the effect of .st~bli.h1ng a lecond licensing" s~stem 

tor coJlDlll1nieationa based on the concept of enelllJ" .s defined in Section 3(c) i 

and which would have been inconsistent vith the defiD1tion of enemy wh1ch ­
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• 
Was modi:f1ed by Ford.:::n l'tmds Control in Gene:-al R-..:.line no. 11. It 

.. 
fRr as. cOJn.'1e:r'cie.l conmunicr.tions vereconcerned t::e:'e should be an 

1nte~ration of Censc:,s~p proble~s with the freezing control ?rO~~e~B 

and that what ves regE- rded aBo e~;el'!!Y for purpoees of t:-s.d.e ehocl.d also ! 
,. 

'be rei:l:"..rded as enemy for ~oses of mail. .Accordir.~'\"'. Cor.lr.lWlications 

Bulin,: No. 1 Yas iss';.ted. b:- the Office of Censore!:lip simUl te.neo't!elF 

with the !l'reaB'J.l"",t'B ieB'..'AllCe of Genercl :Rul::'nc 1::-0 •. 11 SIlC. incor;>orrted 

the ~e~e and definitions th~t Tre~s~- had foTmuletee in General 

Iul.in~ No. 11 for Rener.,;r ft • lnat:o:.el" ar..d "ene~ te:-ritory". ~h1s is 

the most striking e%a.ll'IPle of U,e s7nchron1:o;at~on of actions bet"ee!l 

Censorship and Foreib!l )\.mda Control. 
• 

-, 

".1" 

• 
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• 
(b) Etr~41ing Ce~sors:Up Ir.te~ce~ts~ etC~ - The !leboline 

~1Y' in' the var 1 t became apparent t~t an adecrJAte e:ll"orcenent , . . 

ProE;1'8m recruired ft:ll utiJ:ization of all the in:ror:lr~:on E:.vaileble to the 

Oontrol vith respect to' persona and enterprises. It vill be recelle~ th~t 

the Oontrol wai contlnuously 8e~ced b7 allthe.DepF.rtments cf. this Govern-. 

llent and b:r .the ~r1Ush Govf."rnment vi th varlous .types cf 1nf~rrial'1ti on vi th 

respect to persons W!:l.O m,ht come vi tMn the Jurlse.ietlon of the Oontrol. 

Iu"aequentl;;" • as the relationship between the Offiee o! Ce::sors~:? t. 

and 7ore1.p !'unG.s Control vere coord!.Il2.ted, the tho·....s,.!lds of censorshi? i, .. .: .. 

interce:;;>ts referr;>d. to' t~e Control provid.~d vcl"..!fcole fiIll'.!'.cirl intelli~ence. 
. t 

Adequate ".lSe of tr.1s in!'ormation recr.!1red caref,.::.l ha..''l.dling. Thus, to.properly ·i. 
" 

,~. , 

1nteGrate thp.se data witb all otber information be1~ receIved b7 the Contr~l. 
J 
I 

i t est-blishec~. the fle:xoline systetl whic1 included thp. names of all persons 

and enterprises abo-:.:.t which the Control had in!ornation. !hus, t~rou,'J1 the 

l'le.xo11ne a ke:" vas provided Whereby the in!o~lation col~.ected vith re;:>p.ct 
. I 

to these persons anc enterPrises from the many IO,urees could. be full;>' utllis:ed. 
1 

Jefore action Vas' taken on ~ application, for ~let the Jle:xoline VAS. ' 

checketi to determine whet:ler there val an,.v lnfomation in the files pe:-tain1nc 

to any perlon.named ln the ap:plicetion. .l.eleva.llt lnformet1on Vas e.ttadled 

to the ap~leat!on and vas ~tomat1caily referred vith the applicetlon to the 
" .' .. 

reviewer who' cculd act cn the appll~etlon vith full knovlecl4te 01'&11 relevant 

facti. aTaUable to the C01'!trol. 

(c) ~plometie Poueh 

!he Oontrol caavaaaed vith the De,p&rtment of State an~ t~e O!~ice 
, ' ." . . I 

cf Censorih1p the problema created 1n wartime b;.. the existence of t~e diplomt.t1c: 
~ " ' 

pO\:l h. !rb.e Co.trol' I interest 'lnthe subject wes ex;re8se~ and 'illustrated 
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• 
by th.e ci ta.tion of certain ce.ses in wHeh t~:e French $.d uEee. the> pO'.1c:.: to 

., 
conve:; com.:-:lercial e.."1d strate~c in!o:r'l!lr.'tion into e.r.c. out 0: ~:te 'Uni tei Str.teE! 

'without benefit of cenaorsl-.J.p. Exa.-::ples were gi'~en ahowin:: howt~:e pone:l 
.; 

r.ei. been us'ed to eva.!e t:'e curre.i.ley cO!ltrol. 

Despite c~n€rt~ ~ep.ment thEt such e~~ses. I~o~a be te~inrteQ, 

the Ste.tf" Depart~;eIlt mEIi!:.te.ined tr.e unco!J;>romi ain& podtioIl. t!:r t the 

"',inviole.bil1 ty of the d1plooetie po-.!ch mu.s~ be 8eC1!rec. p,t &11 COEt. ...,ne 

&asertedly ineEtioable value ofO"llr l?erne po·.!ch V&8 80 greet. thEr.l~ insisted, 

, thr.t it VE-,S imperative tr.stno action be tC::en b;·r tl:!s covE'-r=r.e::1.t \,,r:"'ich 
.: 

thE..t nothi~ co·.::ld be dene to a:i'ect the handline of the pouch at t:-.i s time. 

5•. Licenei!"J. c; Ouc;rtio.ns 

Ve.8' the bede enforce:!le:),t techL.1que· cf t:-:.e Co:::.trol. It w".s the c.:rect opera:ion 
, " 

thrc·J.b:~ "·:.:1ch t:-.e cl'-M.j.::: o"t:jeetivps of the Control were, iI:lple:Jet~te~,. It will be 

, ., 

• 
. : 
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, 

recalled that when the Control, for example, h&a. as its prilDl".l'Y objective the I 

• protection of the assets of the over-run c011J1tries, applications for license.s 

, could be p'n~ were treated on a Ceograpbic basis since the status of the area and 

the protection of its usets were of primal')" 'import •. In contrast, ~hen the whole .[
i 

world was· froEen in June, lS4l,. and vhen the objectives of the Control che.nged 
: ,.." , . . 

trom benevolent protection to accressive and podtive economic and financial war-

tare the applications tor licenses vere evaluated in the light ot '*i11 a parti­

cUlar spplicatl.on. if granted, lIu.rt the eneDt9'&8 mu.ch as possible and help our 

triends~ I Con8ideration Was thus given to the type of transE..ction involved and' 
, ' . ~ , 

conseouencea. of approval and denial thereof• . Accordingly, at this time, and for 

a period of almost a yeu and a half during the var the Licenaing Division Vas set·, 

up on a type of transaction basis and programs of economic warfare were implemented 

through licensing policies as applied to varioust1Pes of transactions involving 

such things as trade, 8ecur1tyimpo~ts. curren~ imports, business enterprises, 

etc. Subsequently, .whenwe began to occupy former ene~ controlled arep.s, special 

consideration was given to ap~licetions involving these specific areas. Thus~ a 
• 

I
J 

-.pecie! lection vas established earlY in 1943. to handle applications involving .,1 
I 

liberated areas, vhere consideration to appli'cations Was made in terms of the 

financial, political and economic elements in ,the area. 

Initially, it ¥ill be reaalled. the Control developed policy on the, 

basi8 of i tB action on individual applications.. In other words policies were 
. ..., . 

ideveloped incidental to the licusinc problems presented to the Control in· the 
i 
I 

torm otapplications.lV' the time December. . . 
1941, arrived ve Vere in a position ot 

• 
~ . . 

having anticipated programs and polic~e8, ,and contiDD.~d to 40 80 4ur1ag the entire 

war period. Me. reaUlt. liceniing operation. became the technique through which 

;.. 102 ­ I 
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-~::e ;&)Toceiu:-e in lss......i:l.: t~:ese lice:.s9s WF.! t:i.e Ba:::e ~O~ 

t2'.e t;rpe of pro':l::: :'nvcl-;e-:.. Tb ·::IF..r.~:et lice::e::·" a·.1t::c:':'~::" ~ E. 8::"::!'S C: I' 
I 

. AnIJth!"r exa.-::;-;le 0: t:!le bla.nl:et licellse Was the one 'is -;lee.. to the-prir.cij;)E:l 


. lie",,' Yo:-l: ba.::l·~ in respect to collection r:r cert£in t:'"_:e:s of CO·'::;;,:l<;. fa, t:-;e !, 

.. 

" ' .. -' 
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Sti.l:j. c.::other e:re:':91e 0:' t:-..:is t:,"?e' of lice::s:L.~\1;es devdo?eCl, 

1r..ter ir. t::~e O=-:J.trol e:.:.c. we:'e iU:·.1.ea. to ce::tE.in ·:.loc':e,~ e;'.ts:r.,:n'iHc in t:::'t 

WF.! £xerc!sed O'7~r B·.~C:-, trade re~·:.ir!.Il;; t:.e ~:::;loc::eC!. e.::ltalJ.)rises ::e:,~ to file 
! 

.inc.ivic:..li?~ a:;?liee:.io:.s. .ILi ~is.l!:,,; t::i 6 e:la'b!'~e. tl:e 00;:-:.ro1 to 'ius,ect. a;:-~e. 

Ir.. l,lare!:.. 1:1'~;;'. a st·.:.t:.- 0": cOl:!'ic.e:itiw. f.oc''':-:.E'-:1t.P ~.::.C:. lice~.ees 

i6S".le:~ ?·.:.rs·~;-..t tc s;.?eci:'ic 2.::;>,licr.-;:':nJ.s we.! ~.;-.::,e \,~: t:. F.. "i~,: to\,'£'rc.!! iU'.:!i.g­

trE.!:sa.c"iC:lS to War:;"E>.!lt the iu·.:.a,nce of "cl~'1:,:.. t liee::,s,?l:. Ir..cic.e::t ~o ti,-..is 

pro.:;rt~ anti after st·.:lc.~·i!l' ap::!?roxi~t(:l~ 500· confider.tial c!OCU!:lP.:l·;E ,1m 

o'csolete c.oC"ll!:!ent,B we:-e revokee.. E'l new doeumeuts wert' i ss·.:.ec. a"-f. 32 doc';':';.1e!.:h 

We:'e e.r.:e:·.~ei. :Bl~n!..""et llce:::.ses w£::-e !BS-';:'P.r!. 'covsrir..e 6:: t.i!"":"':re:1t ct.te,-;~ries 

of t~sectio~s. ,I 

As a res·.:l t of t~e ilSUAnCe o!" these b1c..";:et licenses t::te !'lumber 

of a:>?licetiolls f:'!et:. ",1. t~ ·t:'e ne\' 'York Fec.e::-E>~ ?ese:ove :?e..:l::e.lone (' ecli!lec. !"ro!:l. 
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10.~3 in J-ta.::,c~: 1943 to 6.745 in l~over.:;.:~~·, e. =ed-.::.c"Ui:Hl 0: 4.105 B:Jecific ap?l1­

CE.t:' :)ns • 

, 
" 
I 

liew ap:,?llc::.;.:ions Were filei, f.1BCt::S£~. t"tc .• u:.til t!le ulti:-:-,:!.te a:':1r::u:,-:,!ye 
, " 

-or ne~atl"e actlo!~ cocle. be de:er:.'er:. for ~Il:· :'lont::'s. 
, I 

I 

1'0:- e::-.a-:pls, this was ti:e pol1c;," iollo\>."ec. in the .ec·~i t;" pro,;r,n ""llan. ~'le. 

if c:.etc..c~ei :':ro::l tl:.a relath'e bonc:.s. ,cc'\.',:(~ l':e col!.ecte:' \t!.6.e:T Ge:::i.~:·c.l Llcp.nse 

suo-accounts in the .~~e na~es. Consi~tent t.enial ~c~l~n wes t~en on ap;li ­

.'the four neutrals. On the other ha..!lc.. when Ye rec£:'ver:. an epplicf:tlo!: Which 

I 
, reC!uest~d a transfer bet'l"een an ,eocount e.n{~ a 8''':'~I?ccount in the 1U'.~e of a 

i 
, Chinese bE~. for 1ns~ance, the tr~~e~ct!cn we.s 11cenee~. 

The 11cenB:n.: tec!m1q-:le 'Wc! used. to e.uht in leo".::-!.!'.=-- co~11e,!lce 

'Wi th t:::..p freezill£ control. !:!he .-rantin& 0: ,a wi tr1"..o!{.!.n; 6.?~r~vi:.l 0: E!r>~11c;" tion.: 
. ! , 
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action. vere .applied to firml about v~.e: tr_?ct!'one/wer(;i 1n doubt, about 


~r~ch W~ Vere undecided aa'to '~eir beneficial effect, or W~ere the tiroa 

did no~ act in a lI8Jlner considered in the beet i11tere~t o~ this C01J.D.tr;-.~. Sub­

1icenB1~ ~7t10n vas on17 taken ·~t~ olole '~~ilaDOratiOnwith the Le~al e.na'",··1 
_ • !".~... , • ~ 	 • t .. ..lnforcement ·D1v1e1ona. 

. . 
It 	 ':. ,£' 

.. 

- "f, 

An aXao:a;pie 'of haw.licene1~o'per&t1oIls e!'!ect1vel~- assisted in- , ' .. 
'.~ 

c&r~~n~ out a polic~ 4ec1110n b.r_the Cont;~lieeViaenced in the wey ve 


treeted. applications involv!D.f: the tISle 6t .Americf".:l corpore-.t1eIl! in :&:u.rope.en 


neutrals. !he problem vas ·ce..t:Ival8edof perm:! tt~ri: the lale 0:' 'interests in · , 
~ . . 	 . 

corporE-tiona orce.!l1zed ,U!l.f.er t~e ~m,s of .~?&n nErJ.tral countries. Itves 
t' . ', ... -	 . 

. . 

de;ermined that our ~enere1 policy in ~eB?ect to lucb laleE woulc be '0 
. approve in t!:;.ose inst?Aces vhere t!le holdin,s' repr,eeented an inBii;nif:'ca.nt· ·1 

...~ I 

portion of th~ capitalization and were held for specul&tive or·1nvest~ent · 
I
I 

.,'\';" . 
..... 

purposes•. Cases illvol~ini lubitaLt1el or cO:ltrolli~ interest vould be .'1', ";': 

deniee.. With'recarci. tot:t.elatter, our pod tion '.va8 t.hat (1) w. did not 'WiBh·' : 
.. '1 

1 
I 

to encoura~ethe .ale ,of klel"icE'n interPlt. abroad at v~t were lH:ely- to . I
.' 	 . · 	 I 

i 
be knock-down prices;' (2) We did not wish to release .6mericE..rl cont:"oi (and 

. the control of this Government) oTertllele corpare.t10111 and thereby plac•. 
. . 	 ... 

~hel:l in the podtion Yhere'theym1cht h8.'v~e operated 'o~iside the.cope of our 
.•1 

frad1D.f: wi tll .the .~ restr1ctioii.. ~.o the beoefi t of the enex;v countrn &no. . i 
.... ~ .. ..... ". "':-...': '. ....".:;. "'. "'. . '. . ;' 

(3) ve. did not, wi ah to »la.ce thel.e .corporationu .In a -PoIit1 on 'where the:-~ co..:ua: 
..'t. 

have been purchased with -1oote4 .bil ••sete aDd •.ed to. 1'urther .b:18 economc . . , 	 .; ..:;. . . ,... _.'.. ' .: .,.' '. . 

penetratiOD. .• . :.~:~. ~:_. '~.~~~,~;;;,;{~~:;?+~~: ~;;." . .... 
' . 

. ' .. . 
;~­	

" 

.. : 

, ~ ~~ ~.;. ~J•.~:••;.~~. :~ .;'. ;', ".: 
"':.';-".' ,": '''.: :.. , ';.~ ':,:~:-~ -:.

': .'. ..~ . -....<-...... :....:~;:: ": «~~ •• "1. 
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. i 
(11) Relief Program 

The exte'nt to which Foreign Funds Control, first alone and 


then as ~ complement to the War Refug'!e BoR.rd, aCopted a positive program 


of, licensing to @ffect an objeotive is represented b,your operations in 


'coDnt"Ction'with th9 relief of refugees from Nazi aggression. 


The tirst attempt to resolve the probl~ of estP..bllshtng a 

l1ce!l8Ulg pollcy with respect to rei ttances to non-ene~' areaR tor t~ 

purpose or providing funds for ~ett1ng perso:!.ls out of .Anemy or enemy occupied 

areas was m3.de in the latter part of 1942~ '!hereafter, we approvec appli- • 
I 
I 

I 

'I 

cation! for licenses to effect remittance. in reasonable amounts to neutral 

area! OD behalf of prospective e:nigran~ from enemy terri tory. Licenses so 

. issu9d ~d not include' a waiver of General Ruling No. 11 and therefore could 


not be construed as authorizing any :trar.saction involving direct or indirect 


trade or com::nunication nth eneI:IY. territory. Com:::1Un1catiol'lS witt. pe:osons in' 


non-enems terri tory: relating to s tlch remi tta..,ces which did not in themselves 


~onstitute a tr~~saction did not reqUire a Treasury license. 


During 1~43, we werereceivini> re?orts of the chara.cter of the 

Geruan treatrcent of ref.ugees, particularly Jews,' throughout the a~as under 

their control. In AUg'..lst, 1943, for exam.ple; we had received cables free 

.Bern inci~ c~ting the desperate plight of ,,'P.WiBh children in France: a:ppro:Xi~ 

mately 4,000 children ranging froJ:l 2 to 14 years 'of age were taken from their 

parente in France and deported to undisclosed destinations in windowless box 

cars, 1f1.thoutfood or 'we.wr,' it was uDderstood that 'approximately one-halt . 

. . of these children were t.'len in 'the Italian occupied part cf So~them Franc~ 

L'"la t.ha.tlocal financial meaM were iDaaequate to pro~rly take care of 

these children. 
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. ~, , . . . , 

It epPB9.rt!d that a P8.!'amount restriction upon 'operations to 

i'l"Ovide financial. mew. etc.'" tor these -childrel':! arose from the li::li tat ions 
. . . 

upon the abUity of rplieforgariiAtions to obtain irorking funds in the 

. areas. .One ot these l1m1:ta.tion8 resulted from the governm.entls bl8.nket prohibi:-::: 

:tion ot -f1Da.nciai 1irana8ctions involving tr8de or cO!!.IIInmication with persons 

in enetV urritory. 

'.. In view ot the broad humanitarian considerations in1't)lved at that 

time we ~xam1ned our general trading wit..'l the enemy policy 1n order to 

determine whether aneto wbat extent exceptions could be Bade to perr-i t _ 
~ 

o~rat!.ons designed to bring relief to particularly oppressed groups 1n enel'll1 
..... 

territory.'lhe important considerations appeared to be the followingl Ca> 

there were a nuaiber of orga.'"lizations not subject to our j'llrisdiction based 

in England or neutral _European countries which were conducting operatione in 

enemy territory throl1~ underground channels and which had been successful 

in tlnanc;.n& such operations without benefit to the enemy. Such groups 
"'1 

generally ojlerated under the clos! supervision of one of the United lJatiolls 

and appeared to be conscious of the neceanty .ot not permitting operations . 
: ~which would benetit the enemy. (b> 

. 

'1here were certa.iD orgar:.i za tions in the 

l1n1 ted States which had the taeil1t.ies and COJ:'taete for opel'8ting in en~ 
, .. 


teJ'Tito17 .and 1Ibich ooul.d conduct successful relief operat1 ODS within such 
. -' .. ' .. . 

, 
' , 

.. ·~tory w1thoutbenet1t to the. ene..r If authorized to do ao. (c) We bad - .. 
euf'tici.ent e~rience in adt::1n1 .,tA!rin1 our Trading with th!i l.nCIGY Controls 

. to be abieto per.idt certain.well defined s*-oup. to conduct Um1~d t:Pes -' .. \ 

- _•• \ "r, ~: .......... . , 

; .'l 

. i 

. ~ - ,. ..... .', , .. ~ .. 
.' :1 

'.,. - \ 
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position wi th respect to trade' or commmication wi'I:.h enemy territo~. 

(d) In view of the policy of the enem;y to an~ih11a.te certain minority 


groups either by slaughter or starvation.. opera titons to brine relief toeuch 


groups wo!J.ld have the effect of benefitting the Axis and 1"llrtbering a 


fund8lPentsl objective of the t1nited Nations. 

. i 

In the light of these considerat:tons i t w~ then believed that the 
, I 

Treasury should pe~ t certain respons1bl~ groups to enter into arrangelDenta to ; 

brin,S some relief to groups 1D"ene:u,y terri tory subject to the following safe­

guarQs: {aO relieforganizaUon was re('1uired to be responsible and able toi 

. demonstrate t'lat it had tacili ties and contacts to opera~ in enemy territory; 

I 
, I

(b) orga."'l1zation was reauired to conduct its operations in euch a manr:er as , 

I 

to insure that no foreign exchange or other substantial benefit 'Would accrue 


to the ene:u;.v; (c) the enUre operation wae placed under the ecrutilV of our 


Jfissi(:"n in 8Z'I a?propriate neutral country; and (d) any local currency or 


credi ts re"uired for Sl.'ch program. was required to be obtained fro!ll acceptable 


sources not connected with enemy interes te. 


In1Ua1ly, this licensing policy w!Itch was approved by the Wecretary :i 
I 

, : j. 

was applied on a case ~r case basis to penai t appropriate operations in 


accordance 'With the above. Gradually.. this licensing policy was further 


l1berallzed where it was found that such liberalization waS the only means. of 

i 

laVins the lives of ,the m11110ns of victims of Nazi persecution. 

under either ot the follOWing tv~ methodu 1he first conte!llplated the purchase 

331591 




or currency or exchange of the country in which the operations a~ to be 

effected from persons in Switzerland who are considered reasonably certain 

to have held such currency or exchange since prior to the freezing of s.uch 

country by the Unit.-,d States, or to have since acquired such currency or px';' 

change 'in such manner. as mal not have bene!ittrd the ene~ and reimbursement wasi 

authorized in SWiss francs at the prevailing unofficial rates o! exchange in 

SIdtzerland. The second method pendtted the acquis~ tion of local currencies 
I 

or exchange from persons in enemy or ene:u;y-occupied tertitones for which 
. 1 

reimburse;aent was not to be made until after the war. Under ~is method 
q 

provision was made for the establishment of blocked accounts, either on the 

bOoks of the operating organization or in a bank in the United States. 

SubsequenUy, ·in Ja.'1uary, the above license was 8!Dended to pp.ndt ai 

third method for acqviring local currencies to assist in tbP. evacuat~on of 

victims of Nazi aggression. The tr.1rd method w~ich might be resorted to 

"if the first two were not feasible", permitted the acquisition of currency ,I 

or exchange from persons in l!nemy' or enemy-occupied territory against payment 

in free currency rates. This liberal feature was adopted sfter clearan.ce 

throughout the interested .a.rfices of the Treoasury and other Depar'b:r.enteof 
. 

the government. At the sace time the license was issued providing for the 

tt-.ird lI'!tbod, 'Llw Preeider..t si&ned an Executive Order establishing the War.• , 

Refugee Board, 1Ih1ch was given the responsiblli fiT for operations to' assist 
, 	 ' 

pers)D8 ill occ'JPied territories in bmdnent danger of death. Close relation­
, 

I
' 

ahip between the aar Refugee Board and i'~oreign rtmd~ Control foUowe,c' as a 

e 	 consequence of ,the complementa17 nature ot their NSponsib1l1t1eS, and )'oreign 

Funds Control licensed the t1nancial operations established by the -81' RefUiee 

Bo2:"d to tt::rther its progra. 
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(iii) Business Enterprises 

'The licensing poliey,with respect to firms doing business in the 

Uni ted States in which there was a blocked interest, was at t.~e outset a 

restrictive one, although every effort was mace not to interfere unduly with 

their operati('\ns. At such time as It stud;" was corepleted for a particular firm, 
-

the operating license was amended in accordance wit.i. the type of information 
' 

, , " 

which. was developed. '!hese studies were very exr.austive and frequently 

served as the basis for vestin~ b.Y the Offic~ of Alien rroperty. On the 

other hand; the studies also produced ir...formation 8howing that many of the I, 
, , 

firms were satisfactory and could be granted 'more liberal operating licenses. 
. , 

'lhe liberalizing of our contrcls in this respect developed t.ru-ough various 

8tages and culminated with our granting, with certain few exceptions" such 

as holding companies, to the satisfactory - i.e." non-enem;y - rims" a license 
, ' 

which, in effect" rele~ed their assets !'rc!:l our' controls" leaving es bloclred 

onl;~ the ownership interest in t.i.e firm or the accounts which were owned by 

block~d nationals. Or course" this l1cer.sing pollcy served th~ t.wo-fold 

purpose of pe~tting the blocy.ed fires to operate freely and reduced the 

administrative workload to t.l-J.e extent that a very small number of cases haW' 

to be reviewed,on a specific basis. 
! 

,(iv) Estates and Trusts , 
.! 

The n'lD:1ber of bloc!<ed trusts ownin; property in the United Sta.tes , i 
, 

was considerable. Atter a review was made of a Damber of the cases, it was 

8een tb.at a large number of t.~ trusts were being administered' by United 
• ! 

States banks or trust companies. Stnce, in the final ar.alysis, the effectiveness; 

of our controls rested in 
, 

no smal.l. "measure on t.lte 
, 

cooperation of the ba.:'lk8 and 
.' 

trJ.st companies in blocking accounts and property, it was felt that wh!'re such 

- lll- 331593 
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per80nt were acting as trustees of a tru~t, we coild issue a broad license 

for t.l}e administration of the trust. ""ccordingly, General License No. ;0 

was issued w::1ch penni tted ban.ks and trust co.::'!panies incorporated under the 


laws of the United States or of any statE-, territory, or district of the 


United States, 'or any private bank subject to supervision and examination 


under t!le banking &awS of the United States, actin:; as trustees o,t &lly trus~ 

administered in the United States, to effect all tl-ansactions incident to the 

-administratiC'm of the trust except wl?ere a tl-an:!2etionwas to be effeeted on 

, ,.,instructions of a bloeked national. It s1}ould be noted that the license only. 
",' 

,!.: 
I 

applied to e:xistingtrusts and it was not our poliey to pel"!!d t the establish-
I 

ment of new tr.ls ts as it was known t.'la t. trus ts were a fe'rored device tor con­

cealing ownership of ,assets. nhile the license restrieted the payment of 

di~tr1buti,re S!1ares of prir..cjpal or ~co.me to p~!"sons who were not blocked 

n~tiona1s, we issued a ruling that such pa~~nt! to blocked nation~18 could be 

made unde-r the tems of iJefLeral llcenseNo. 1. w~ &ra.rJtecJ, on the basis of 

speeial applicati~rs, t.~A privileges of Jer~ral L!cense No.;o to those pre­

freezint; trusts which were !lOt entitled to the 'JAn~rr.1 Lie~nse and which wele 
'. 

being satiefactorily adc1nistered. The residue of casee which were kept on a 
restrictive l1censint; basis w~re very few. 

" As in the case o! trusts, the determining factor in gr31ltjng' a brH.d 

licenSe for the administration of e!ttates, was the presence of a person whose 

responsib1..eness in connection with the adminiatration would be unquestiona.'ble. 

Or course, th.at pel'8'On was the court. J.cco1"d1ntl,., we issued Gf!neral license 

:No. ~OA which permitted the complete administration of estates in wtich 

there was a blocked interest, and Which met one of t.ltree conditiona, ' nr.lely, 

331594 
- 112­



i 

I 
,I 

, < 

,that the decedent,wu not a national of a' blocked .co~mtry at the time 
• ~. "'.• • • > 

of his death;' t.be·clee~ent was only considered a b~eked r~tional b7reason ' 
, I 

, ' ' 

, o! his aplo1Jnent in' a bloCked ~ounV7 ,by the, United $tatee Government6 or the' " ! 

. . . . . 

,gross value of the usets of the estate in tne Urd,ted States did not exceed 


,ts,OOO. '81nce~ 1Iben a ,decedent died '~ ~ occupied COuntry6 we could. not be 


, "cerWn as to 1;.be circUmstanoes surrounding h1s,de!1th, we did not wish to 

permit 8.u;y cSilltribllttonot sticb an estate. However, _ recognized that certain 
, .' " ,,: I 

l1mited acUi in the adnd1X\s~t1.on of.,ucbestateswould have to be autt!orized ,,' I 
1 

.. 
,',. and for tMs purpose, paragi-apb. (2) of General ldcenae No. lOA WIiS included. 

, " 

As the occupied ,countries were liberated and comrr.un1cations were 

reopened, .' l1berali'Ze4 our policy by granting6 on a sPecit'ic license basis,,' 

the privileges ot u-en~r<!l License No. 301 to estates 'Where the decedent was 

a blocked national but a non-enem;y. This change in policy, was,ot course, 
, ' , 

based' on the' fact that documents could be su1::mi tted in support of ownership 


of property and. ,in support ot beirship ,when communications were resumed. Wit.lt 

, ! 

, . , 

,the issuance of General License l,'o. 9S,' this policy was d!acontinued and the 

applicant was required to obtain a cert1.tication as provided tor in the 
_, .. ;1 

. . 
,(v) Creditors' Claims. 

~-.. ~'-, ! 
" ' ., I 

. It was well. kncnm that the Axis powers had been pursuing a policy :'" "",,! 
. ~. " . J 

, "" '" . "-,
,ot looting, c>velT'&2D co'lJ11:.t'iesand, by duress ar.d coera1pn obtaining docU!!lenta ,', c' ': 

j ..'. • •••• ,., • , ..: 

purporting 'to ,~ter' rl611t8':~ ~o~~ &asets i.n' tee' Un! ted at&~s.' ·UtJ.e" . , "I 
, ',:;!' '.,' '. .. : ", " , ';"" :', , ,;', ' ' " ' '. ': 
1ras .ecUi-ed by the enell7 in-.D\r and -d1.tte:ren't. WIQ"8 'and the doc~ts created or. : 

I .. !,i• 

".qu1re4~' gt...t apparent leial'nJic:u.t.y 'I'D 'aD7 transaction were Varied in ;1
:. ,1. 

Tbq :lD.cluded trans- >: 
,I 

i 
- .. J 
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fer and paymen; orderf', drafts, acknowledgement of indebtednesE, assign­

mente and powers of attorney. It was nOt possible for t..lo).e '-iontrol to 

-differentiate between 1hose doC'.ments 'YCluntar11:r executed .and those acquired 

by the enemy's tecbn1queof waging war •. The d1sl".1ptiOI:1 ot communication 
. . . , 

tacil!ties betore the war and the cessation -:)f a1.1 forms ot communica tiOD. 

thereafter made innstigation of the Validity o~ the documents presented 

virtually impossible. iisnce th~- Cor:trcl could in _few cases be assured of 

the property of -the transfer it felt coDOpelled to keep all. bloclced prop!rty 

-1mmobUized .'until normal coDditiCtT.s were restored. It was recognised that the 

policy it: some instances required bona fiae claimants to forego payment' of 

t.'leir clai!DS at this time. Bewever, the evUe which were prevented by a 

general immobilization of thes~ assets was considered asclesrly outle~g 

any limitationa on bona fide transactions. 

The preservation of blocked assets until the end of the war was 

_necesse.ryin order to adequately protect berican c~nts. DurillB the war ._ 

it wa~_ impossible to determine the tull natun a.~d extent of the losses which 

were suffe-redby this country and its citizens. To authorize the relesse of 

toreign funds in order to pay the claim of obe cred.1 tor in the absence of 

kDo1rled,;e of the foreign debtor's financial condition or what that may be 

might well turn out to be prejudicial to other Americans. Some of the claims . , .~ 

- . . 
_presented arose in foreisn countries where the claiunt then resided 8:nd lbere 

-in'tbl!J noriDal course. the c~~ would have been' paid.' Obviously, the enf,"orce- ­

ent (af a rn -cla'M of this large class would give an advantage oveT t!le 

greater number of equal~ merltorlous claims. 
, ­

(vi) Oftidal Punds . , 

~ the case of official funds, np Problems erose as areas MC2me­

- U:bera~. Some of the ocCupied' countries had substantial amoUDts of fuDd~ in 

- ~ 
'... :.,'- : .':: ..... 331596 
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this count....,. to wtJ.ch the govenlDente-in-e:x1le had access. In otiler ca8es 


specicl.. arra.."lt:et;.ents were reauired to be made for th~ protectiO:l of banks 


I 
. Iand depoeitories before representat.ives of De:.ly establish!"d soverrJDents could 

be permitted to draw on government fUnds in this country. In othp.r co"l.ntries, . 

. govermente were faced With a shortage of &Ssets needed for necesflarY operations.: 

!hJ'cugh representatives in North Africa· and the licensing control 

over FreJ:lch ~s in· this countTy, tbe TreasllrT .iJepartceont was able to insure 

that the limitf!d dollar resources were uti.li~ed for the most iDmed.1a te needs 

of the area. Fo~ example, Foreign Funds influenced the French to discard 

a plan for finanCing in dolla.!"s cert&in ncecessary e~nditures in Portugal 

and Spain, thus relie".....n. the strain on the North A!rican. dollar poe!tion. 

This was effected through a so-called notification procedure wh!.ch worked as 

follows: 

(a) If the Ban1\\e de 1 'Algerie, for e:u:nple, desired to :nake iii. 

payment of $10,000 froc the acco'!.l!lt of the B9J'l(~:-ae de 1 tAlger:!.e (for the 

. account of the Frenoh Treasury in Africa), the Federal.Reserve Bank of 

New York notified the l'reasury 1m:nediately as to the Il'r.ount, Dature, . 

purpose and persons :involved with respect to such pa~'1Ilent order. 

(b) If the TreaSury did not have any infonnation available incli ­

catinG that the transactioD should not be consunmated, then t:he Treasury 

1mmediately notU':ied the Federal Reserve Bank of New York IIld the pay­

ment order was effected. ' 

(c) If the Tre&eU1'7 did not notify t.\?e Federal Reserve P.8J'I.k of h~ 

York within 10 daJ"8 after notification was'received that it approved or 

1Hsapproved the transaction, the transaction was effected wi tho".lt the 

- 11S­
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expresEI approval of the l.'reasury. It sbouJ.d be notAD.d that this was 

the exceptional case inasmuch &8 normally the Treasur;y notified the 

FederalP.eserve Bank imnediatelywith respect to its view of the 
, i 

transaotion. 

(d) If the Treasury had information a'l"ad.lable to it indicating that 

the transaction was detriment8J. to the joint. obj'ectives of both the 

" ..~nch Atricanautboritie's and the American authorities, it notified the 
I 

, , I 

Federal Reserve Bank of Up York wi thin 10 days after the ~ceipt. of the 
i 

" I 

notificati.on that it disapproved of t~e transaction. In such cases. t'-e "I 
• i 

I 

transaction could not be consummated • 
" 

• A:tl the aame time it was arranged tor the British Government to make sterling 

credits 	availacle to the ":rench tor this purpose. 
i ' 

In the case of Italy, which did not have access to any pre-li~ratio'h 

.' ."bala'1ces and which was therefore without foreign exchanee rf'sources.. specia.]. 

arranbe~ents were ~ade enabling the acquisition of foreiGn exchan6e and its , 
I 

use for certain vitally needed expend.i tures. ,Prtor to t.~e war, an important ' i 

source of Italian foreign exchange was the voluminous remi t.tances 'ma:i~ to 
. I 

persone in Italy by friends and relatives in the Unfted States. As aoon as , ! 	
I 

i
condi tione: in the thea~r parmi tted, a procedure .8,a worked out for the , ~ I 

.•.. : I 

resumption of foreign peraonal l'e!D1ttances. Cnder the procedure dollars 

remitted trom the United States went, into a special "post ~beration account" 
" , 

which rema1t:ed blocked i!l t.b1s coun't.r7 and the correspondtr.g value of lire 

was paid to the beneficiary in Italy. The dollars eo acqUired iD'i.1:he roe:t ., 
, I 

liberation accounts were available subject to the Control's licensing.pow9rs 

to meet certa.iD I talian 'expend!turee 111 thou t 'cost to 't.bia 'gover.mnent or the 

Un1 ted Nation.,. 
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• 
-(vii) Re:'littanc~s from Swiss Omnibus J.ccounta. 

A further ~xample of the processes of developing licensino policy 

1s evident by O-:lr policy wi th respect to remi ttances fren; Strisl'; o'!Dni bus ae­
-. 

counts. After we had investigated the Swiss banks and discovered the !!lethods 

of their banking operations w:!1ich iLcluded operations t.hr:)t~,gh omnibus ac­

counts it was our policy to' deny applications to debit blocked o=dbl1s cash 

- accot:nts maintair;ed by" &rriss ba.."lk~ 111th domestic banlrs1n order to !'ffect 

rem:1.tta.'1ces outside the United States. Durin;; the latter pet of 1944, 
4 

'W~ 	 re"."i'!'1'led t.lrl.s policy on 
" 

t."le besii of a study of a t;rt'up of applico.tior.s 

involving this issue wi'..1chwere forwarded to '~ash1n6ton. I ~ was d~cided en 

the 	basis of a reviel' of these applications, th~t licenses to effect tr!UlS­

act:'ons of tlrl.s character would depend upon satis!acto~p de":lCn~tration of 

o'lf!1f:'rship of specific as~e~s. It'VICls fO"!lG tilat in the cas!'!) which i'ell,into. 

the 	following four c~tegories actiori co-:lld be W'en on th~se categori~s of 

C2S~S if the follo~ng conditions ol.tair.ed; 

(a) 	Doll3i" accounts estRblished tr/ t:!1e re:uittl!r w:'. th a Swisf: bank 
prior to April 8, 19,~0. 

As a mini!l1UJn it would :...8 necessar.,· to sub:!d t (i)sati~f-acto~r 

dOCWl':'!ntary proof respecting the n81.Je, adc'ress, c1tizer.ship, and 

nationality of each owner of the collar ~ccount since April 8, 1940 

a.."1d the ba.;Lance in the account on A.pril .8, 1940 and at present, or 

(ii) in the al.ternat.ive, a certification of t.'1e fact·s of cmnership 

executed b;- the Sr::!.ss bank 1n the fo:cn used ..mere securl ties were 

rele~sed ft~ an omnibus account to tt,e beneficial aw.ner.ltwas agrppd 

that applications ~hould not be bl";C ted to rem) t funds in excess of the 

balance' in the account of Apr..! 8, 1940 unless satie!3c tor;r Ciocu..nenta.Tj" 

proof WIS furnishrC respecting the source of the funas which were used 

to acq".l1.re th~ additional dollars after tho. t date. 331599 
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.' 
(b) 	 Dollar accounts establlshedby the, '·""':!i tter W::. t.ft a Swiss be.!lY. 

after April S, 1940• 

In these cases as a minim'JJll it was necessary to snood t (1)• 	
, 

satisfactory proof respecting 1:.."1e source of i~e f'\:md~ usod to open ttle 

account, the da.te the account wa, opened, owm.rs:".ip ~r th~ account since 

such da te and the balance in the acco':nt oneuch dB~ and at the present, 

or (ii) in t.b.e alternative, a certification of the facts of ownership 
\ 

execu~ by the Swiss bank• 

. (c) 	 The recitt'3r aid value to a Swiss bank for re:.aittance in 
dollaI'£' from :iollars belong'J.nc solely to . ISS ba.?)KS et all 
times on and since AI?ril 8, 1940, but maintains no dollar 
account. 

After full L.'1for:::ation was 'obtai ned concerni..'1g the pt'.:-:?ose of 

the 	transaction ttc name, address, citizensr-.!.p apd nationality of the . : 
, 

remitter L~d of the person receivin& the renittenee, the relationship 
-

bet«een the parties and 1:.."1e Lecessity fnr making the re~ttar.~e through 

.dollar cl)armels, such transactions co\,;ld be approyed if they a};'~eared to 

be bona fide and not contrary to re-mi ttance !'olier. 

(d) 	 Dolla.r accounts represerting income reoeived on, or the proceeds 
of sales of sec-uri ties in th~ aoc~ 

It wasdecidedtha:. the applications in tr.is group would not 

be granted unlese satisfaetor:· doc1Jmentary proof was submjtted respecting I 

I 
the oW!ler~hip'of securi ties frc;;;I, which the pE..,rticu1ar funds we~~ derived ,i 

81nc~ 	April S" 1940 or t.ne date that such securities were received into 
. . 

t.ne omnibue account, Whichever was 14ter" or, in the alternative~ appro­

priate certification of the faets of OWlership executed.by t.'le . Swiss bank. 

(c) 	 Publicit;r to Licensing POlicye 

(1) 	 Before Act..'"'Iinistrative ProceciuresAct. 

Dlroughou 1:. practica:J.q the entire history of' i'orelgn Funds i,;or.trol no . 
I 

S'ilbstantivereasoD was given to anappl1cant.1fh1a· application w~re denied •. F;n 
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time to. time. in ~nforLal conf~rences with a?plicants the reasons underlying 

• denial mal" have been given. However, ti".is practice was the exception rather 
. ' 

than the rule, since it was felt that a great marr.1 of the decisio~£ involved 

the basic foreit;n finsJ')cial policy of this eo.ernment _dch could not he dis­

closed to the publiC,. 

HOwever, in the m1ddl~ of 1943, some 'thought was given to the 
. 

issuance of a statement which would give ~e public ISCI'!e clue as tn the 

considera~~ns involved in acting on app11cetions involving blocked asse+~. 

~e stateIl~mt was never iSE'Ued• .However, it did provide us with an opportunity
" ' 

tor re-examining our licer:.sing policy. tn this cODI!f'ction it was fot~!l1 that 

conservation of blocked assets continued to be a primar.y concern to the 

Control and that no transfer, release or other disposition thereof 'Would in 

general be permitted. EXceptions were made only in special cases, such 

as payments required tor the. preservation of ass~:;> tor the satisfa.ction of 

liens clearll" established prior to the da,+..e the assets involved w~re blockeo,., 

and for the necessary s'llpport of p'!rsons :in the Vr.it.ed Stau>s and to effect 

transactions in aid of the war effort. 

(ii) Af'te!" Administrative Procedures it.ct. 
"\ 

Wi t.."1 the passSe! of the Administrative Procedures Act of June 1)" 

1946 (~blic Law No. 404) it was required that IJ.l'Y denial or ot..'ler adverse 

action w!t.."1 respect to 8.l'I3' application ahould beaccom.pe.nied by a statement 

of the procedural or other groUnds for that act.ion. At that time Foreigb 

Funds Control set up th~ following aeriea of reasons which might be given 

in cozmection with the denial cif an .!lPl1cat.io!:.1. . 

\ 

.. 331601 
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• 
Anplicatione tor license to effect transactions wl'ich may be 

effected under outstanding General Licenses. Ho action is being 

taken on J'OUr application since it appears that the transaction(s) 

in Q.uestion"1!Ja7 be effected UDder (appropriate license number to be 

werted), 1ib.ich bas been issued by the ~eUlD7 Department. 

1ransactions affecting property iii lihich nationals of countries 

ppecit1ed in General License 95 bave an btterest. 10 action, is being 

taken on your 
, 

application, since 1 t appears 
" 

tbat this transaction may 

be effected. after certification pursuant to General License )b. 95. 

. Transactions affecting property in which nationals of blocked 

countries, other than enemy, not specified in General License No. 95 

han an interest. Yourappllcation 1s Ilenied for the reason that trans­
, i 

actions of this nat-.u-e are not presently being ~uthorized pending the , , 
1 

establishment of a geoneral defrosting program with respect tc the blocked, 

country involved. , i 

Transactions in connectio:n wi th assets 1t11ch have been certified 

under General License No. 95. Ho action is being taken 0:1 your £..e>Pli­

cation since 1t appp.ars that & ,lice::lse 1s not required in view of the 

1mblocking of the account involved by certification under Ueneral License 

1Io.9S., 
. 

APPlications lIhich are denied tor lack of surficieont 1ntormation. 

Your awlication 1s denied for the reason that the following essential 

:1.nf'ormaUon '~s',DOt been aU'tmdtted tor consideration) (Specifically refer' 

to 1ntormation re::{uired.) TtJ.s application will be reconsidered upon :I 

'~, 
, 

, I 

au1:lldssion ot the information described above • 
.. 
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• 
Aprlicatione on ~.ch it a!):>ears that 1'.0 license i~ neceesary• 

Bo action is being taken on ygur application since it appears that. the 

transaction is not subject to the Order. 

Applications for blanket licenses~ Bo action ie beine taken on 

;vour· application since the need for a blanket license bM not been 

established. You are advised, however, that consideration ..ill be given 

.to applications for specific licenses as needed. 

!ransa.ctions w! th Clermany and Japan •. Your application is denied for 

the reason that transa.ctions 01 this t·-pe are not consistent with present 
-
" 

policy of ·t..~i8 govern:nel't with re8pe~t to the occupation of. (Germany or 

Japan). 

APi'lic;.tions irvolviq: enemy property•. Your application is den1~d 

for ttlfl' reason tha.t it involved property in which there> appears tl.) bP! a 

(German, Japanese, Bulgarian, H'JIlgarian, Rtwar.ian, ltaliar.) interest, the 

. dieposi tion of v::rich is s'..lt'~"'ct to deter.dnation of OVE'r-all f;C'vern:':lent.al 

policy. 

Aa>11catj o~s on ,,~~~ ~l-1~ Fpecii'ic approval o~ t·he Alie~ P!'O?ertr 

C"J.sw:!1 an is re3'J.i::-~d. (a) Your application is ~~!'!i~c fo!' the reason 

t..l1at !.t was not acco;;:p8r.ied by evidence of t.lte consent of the -lien 

Propert,r Custodian to the transaction_ 

Upon flubmiss10n of such consent the a,pllcation 1d.ll be reconsidered• 
• 

(.b) Your application 1s denied tor the reason that the consent of 


the Alien froperty Ous~18.n, ..lUsh i.8 essential. to the approval o! the 


transaction, baa be9n refused. .. 


:. . ~) , 
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• 
A~~11cations in connection with trade in ~, calls, stradcles, 

an:i other optic>ns for blocl:ed aecountE. Your application. is der.i~d fQr 

the reason tr~t ~~e consuccation of the transaction involved woul~ require 

a further" license, the approi>rikwnes~ of wi".ie!1 can not be dete",...ined 

at th~ present tiue. 

A;rn>lications to effect ce!'tain remi ttancesin free Swiss !'r:..ncs. 

Your application is denied for the reason that it is contrary to policy 

to per.::d t r~J!'ittances to SRitzerland except by paY1Dent of dollars into 

a blocked account o! a banking insti	t~tioD located iIi f.!fti tzerland. 
-u 

A?pl1cat1ons for payment of checks, drafte, etc., subj~ct to Gen!ral 
. 

Ruling No. SA. Your application is deded and you are referred to 

paragraph 2(a) of General Ruling Ko. SA. Alternatively, a new application 

will be considered, if accompanied by evidence ~'lat the instru::::!ent wc;.s 

not issued or transferred uncer duress, or otJ1.er.r...se looted by t..'1e 

awessor nations. 

Applications to [jrant lienerally Licensecl I"ational status to holcing, 

co::panies, insuranceco;:par.ies, etc., orgarrlz'!c in the Uni~d et.:ltes, 

excl!'j\t'.ng companies wh~.ch are neut.ral controlled. Your applica.tion 1s 

denied fOr" the r~&.80n that it is not in aeeorda.Tlce 1'lith the polley of 

the Treasury Department to grant Generally Licensed National st..itus .to 

a ,company "!'deh may be holding assets for t.be account of ott.er blocked 

nationals. 

ApplJ.cations for the release of detached coupons impounded unoe~ 

Genernl Rullng No. ~. Your appl1cat1ons is denied and IOu are informed 

th.&t con,s1deoration 1I1.ll be g1:veD to the (release, co~ect1on, payment) 

of INCC. coupons atter the bonds to which they relate have been il!lported 
. .... .. 	 . 

into thil country pursuan~to the provisions of \.Jeneral Ruling No.' s. 
331604 
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D. ENFORCEt!El;'1' PROGRAr IN LIlT!K Al8HICA 

• 1. Inter-American Con!'prence on Economc and Financial Controls (July, 1942). 

It is not intended here to detail 'the economic war!"are measur'!s undel\­

taken by the Latin American count..l:1 es to f'urt..lter the Allied war effort; nor is it 

intended here to detail tbe extent to rich this Government soui,ht 'and obta.:i ned 

the' cooperation of these countries to f'urt.'1pr the Al.lied economic and financial 

warlare program. The object of this diecuss:'on 1s to describe the operations of 

F'oreigb Funds Control insof'ar as they affected tina:cial operations in the Latin 

American countries. 

mediately after Pearl Harbor it .IJS recognized by this Government 

that it was essential to secure the complete support to t..'1eAllied war effort from 

the Lg,tin American countries. To this end a conference of t.'1e }ibrei~ Uinisters 

of the American Republics was called on January 15.. 1942 Who atfimed "unanimous 

solidarits with 't.'1e nations so brusquely. attacked" and determined to develo~ a 

course of action lito assure t:he securit: and protection of our people." 

~ereafter, in July.. 1942, a further conference 'Was held in 1',ashington 

on eccnoI:1ic, and financial. control measures to be adopted by the Lat:..n Am"3rican 

count..'"1.es. .;.t ttJ.s meeting officials of· Foreisn Funds Control played a major 

role. The folloWing resolutions were adopted by these conferences with a view 

, . , 

, I 

• 
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~Jrl.s1Dc !.attn '.laerican ~1~1a1' cGAtrola wi th tru;.e being carried on b7 

this Gove,rDJIent. pn.arily. JI'oreign J'ands Oontrol. 

0. .) !'he.t th:elove~nmenta of the"Ameri can .llepa.bl1 c S. pul"8uant to 

Be8olutton T of the !hir4 Meeti.DC of the IUDilterl,..f Foreign Mfairs o'! the 

, .american B8,pa.blicI, hell atlt10 4e JaneirO.,' 840pt.aDd put lnto effect as eooD 

'.. poallble, effectlTell8&1Ure8 to achi"':e ~e follOWi.DC pu:poaeB: 
. , ,. 	 . 

~(a) ~ bloCk effectiTe17 \he ue, tnmam1lB1on or traufei' of fun4a. 

1ecur1.tiel and property vithin the Merican lI8pa.b11c8 nov held by Dations .... .. 

which haw ~omm1ttel' acta of acP-8Iaion"aca1nst the .American 'Continent. or" 

,wblequent17 acq-011red for tl;telr, acCOUJlt.~" well 8S the fu.1lds, 1ecUr1t1e8" 

and property DOW held by 'a I'88l or Jurl,41cal person'wi thin such aggressor 

nation. orln-the terri toriea doJliDated by them, or subsequently acquired 
".,c' 

for 	the account of such persons. 

,(b) !o prevent 8Jl1' real or ~uri41cel person v1 thin 'the JurlaUction 
, ' 

of an American Bepubllc from ~ng in e:Il7 financial or comT:lerclal trans­

action which iD.TGlveB the export,ation of a:rrr property of 8l'lY Dature what­

aoeTer, the rem ttance of a:r:q fun4a. or orders or instructions to persons 

under the j~s41ct~on 'of aggre.sor utioDl or tho8e dominated b7 tb,em. ". , 

whether ncha;porta tion or IIht1 ttance ~e ma.!e, or auch orders or instru.ctions' " 

,be ciTen, 41rectlyor lndirectly.\, 

, !here aball be e:z:cepted remit tancel (1) for 11TiD« 'expenae. 
, " I 

I'.' 	 :of eltiseu of &ch .&mer1~ JlelJ'lbll~ rel141ne v1th1n the ac&re.so~nat1ons i . . -'\ ' 	 ' ­

or 'l.~' thil 'terrttori•• 4OmiDate4 'Iv" '~em•.~ (1) tor the u;penlea of repre­
. '" . ~ 

• e.nUnc 'the IOVer.m:l8lltal lAterelte ot 'such .Amencen bpubllcaln the aggrel.or 

'~ti~u'~~ ~"~e"te~to~;~"~~te4:-07 &hem~' l~u41ngth~ care and aafe­
. 	 ·,·<I"I·:;:·;';.. :·~~*:·/:J:··r····.·:. ,:.~_-_.:.-:.~,:: ..._ .. .' ......: ..~~:~..,:..:.~.. ~..:.'.'<:~. ". :. ", ' '. '. 
'par41DC of the PrDRerty ~t the CIovarmae:o.ta ot auch .Ame''"ice.n Republlcs. !he- ',. , . 	 , 

-, , .' 'r J~:.'~~:. ,<~ ""S t',~. < "• 
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said pe;yments can only be r.ade directly by the Govern:~ent o~ the 

• respective A~erican ~ublic, or thr~~h the Govel~~ent rep~esenting 

its interests in Buch aggressor nations. or in the territories domine.ted. 

by them. 

(c) !J!o prevent &:Jy real. or juridicel person within tj.:.e jurisdiction 
. . 

of an .American BeV.1blic from eng?.ging in any fina.nc:u or comnercial trans-. 

action V~ich involves the iaportation of aQY property of any nature wbatso­

, eYer or the receipt qf any tu.o.ds. or the acting upon any order or instruction 

from any person within the juriediction of the aggres80r nations or nations 

domineted br then, whethe-r Buch importation, receipt of fune.s, or complia.n.ce 

with such order or instruction be 1!Ie.de directly or indirectl:'. 

!here shall be excepted tile rem! ttancee which ee.chGovernnent in 

its discretion ~v euthorize (i) for living expenses of citi~ens of such 
. 

ag~ressor nations or nations dominr.ted. ~ the~. residing witr~n the American 

Bepublic!, ant (ii) for expens~s for representing the gover~~entel inter~pts 

of the ag~e8Sor nations or nations doJ\lillE'ted by them, in t:le .Ar.!eric1".n Republics, 

including the cere and edeguarding of the property of the governner:.ts of 

eaid aggressor nations or the nations dominr, tedb~~ them. 

Ixcept in cases of effective reciprocit~. the exee~tional p,vments 

'referred to in the preceding paragraph' shall in no case be made out of blocked 

tands or other assets Vb1-ch the a&gressor nations or the nations domiwted 

by thee ma,.v hP.ve in the ~e:"ican :Republics, but .tall onl7 ~ made out of un­

blocl:ed fund.s of foreign ownership orlgine.t1ng in territ017' outside· the .Ar.terlca.n . 

• . !epu"!:>lics. Remittances for I8.id pqnents shal.l be received oDly directl}" by 

the Qov erDl!lent of the respective .&mericlill lepublic. or thro~ the Intel­
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_41a17 of the goverllJllent which. represents in BUCh Americe.n llepublic 

• the interest~ of aaid aggresBor nations or of nations do.clnrted b~ them • 

(2) !bat the Governments of the Americe.n Republics, in adc.i tion to 

cutting off all financial and commercial.transactions with the aggre.Bor 

Dations and the nations domin!:'.ted b7 theI:2,adopt as 800n ~s possible, 

endee.vorinc not to cause uzmeceaaary clarnage to neutral Mtions, ap-,roprls.te 

~easure8With respect to their tinancial and commercial relationships with 

all of the. other ne.1iio!lS outside· the Western lIeclsphere, in order to: 

(a) Supervise adequatel,.. tl:!.e fUnds and property within their 

re~ective jurisdictions now held or hereatte~ acquired by or for such 

o.ther nations outBide the Wes .... ern BeniBphere or reel. or juridiee.l persons 

within such nations, except those nations which h8ve cut of! cOr.ll:lercial and 

financial transRcticns with the &&gressor nations • 

. (b) Prevent any real or juridical person within the ju:isdicti~n of 

B'J.ch .A.r.lericlUl Re,ublic froD engF~ng in any com1!H:~rcie.l or fina.nciAl trans­

action which involves the exportation or importation of ~ property of aQy 

nature whatsoever to or from nations outside the Western Be=~sphere. or the 

remittance of funds to or tro~ ~ person in ~J.ch other nations outside the 

Western Bem1sphere, when S'J.ch. uportation, importation or re:d tte.nce is of 

benefi t to the ~""ressor nations or to nations domi!ll".ted by them. 

(e) Prevent all transactions between the Americen ~blics and nations 

outside the Western llemisphere involving. &rrI' real or jurlMcal. person within 

• 
. 8ZQ' nation outside the Western llem1aphere whose activities aredee~e4 by the 

respective .American :Republic concerned to be' inimical to the aecurl. ty of the 

Western Bemd~ere. 
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, :......, 

(3) .!hat, to prevent fInancial and comJnercial transf'.ctions which 

• are of benefit to any of the natIons w~ch have committed acts of aggression 

agtl.inet the American ContInent, and. transaCtions underte.::en ~ ~v real or 

Juridical person wi thin the American Re:;rublics whose activities' ere Irlimicel 

to the 8ecur! ty of \he Western Berdsphere, the Governments of tne .Al'!Iericr. n 

ie,publlc8 adopt, a8 soon as possible, measurestol 

. (a) . Establish between the .&merlcan Republics an intercbange of . 

lnformstio~ With respect to con~ercial and financial transactions undertaken 

'Wi th real. or Juridical perBons wi ~b1ii other American lie:;rublics so tru-.t, each 

nation, wit~n its Jurisdiction and in th. exercise of ita own authority, 

maY prevent ~ transaction which would benefit the aggressor nations, the 

nations domiJ1F.tec. by them, or persons whose activities are Inimicd to the 

security of the A~erican Continent. 

(b) Prevent any transaction,.ubj E"ct to the Juri sdictbn of an 

AmeriCE'll h'public, undertc::en b:~ real or juridical ~ersons wi thin ru;:.tions 

outside th!! Western 'Hetlis~here which he.ve not cut off cO!llT.lercial ane~ finfUlcial 

tran.aetions with the aggressor nations, involving the monet~r.r unit of 

another A~erican 3epublic: except transactions wr~ch, together with the 
. 

re~ort necenary to eBt::blish its nature, are underte..1ten t!'..rough a ba.nk of 

the American Republic whose monet!>.rY unit is involved in the transp..ction. , 

(c) Prevent ~ tranl8ction, subject to the Jurisdiction of an Americen 

~public, In,,!olv1ng real or juridical persons 'Within nations outside the 

Western Hemisphere which have not cut off co~ercie.l and financial. relations 

.' with the 84:&ressor naUons, and real or .1uriC!iCE.l persons wit!'~n another 

:American Bepublic. UDleas such t ranea.ctions are performed vi th the approval 

'ot the latter ~u~ic. 
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, (4) bt the Governments of the American Bepu'bliCB, in order to prevent 

transactiona i~ securitieB for the b8nefit of theaggreBBor nations, adopt 
'w..""'.. , ' , - ,',' ,,', ',.,', 

-'p'proPriate HUUrea tol, 
, , 

(a) ..tabliah a'precautionar,v blo~ing of 8ecur1ties which directly 

, or l~rec{J.7are ~orte4 into the .American Je.pa.bliCB from ccnmtriea out­

Celethe lelten' Bem1aphere, .. well as ~lulir co-apons,. intereBts, and dividen4B, 

" 	

,'1mtil It 1s 'eterminedthat the a.ggrellor nationa" -or ,the DAtionl dominated 
, 

b;r them, or peraonl within a.ch Dations, have DDt or ,have DOt had 8:rq 

interelt, in them: eince the beiiDn1ng· of the preeent 8mergency~ , 
, 	 ' . 

'1I'0a-beuer securities i1llPorte4 lnto .American nations from ccmnt:de8 

outBide the Wedern BemilPhere a.f'ter the bepJln1ng of the prelent amarcencT, :,' 

likewise ~be .ubjected to precauti~nar.r blocking. 

() !o 8Upervisetransactlona of ~ nature Whataoever b.r per8on8 

within ,an .American Bepubl1c in lacu:rities, or intereetl therein, which are 

located out,ide the Western Bemi~here, loal to prevent transactions in 

which perBons in acgre8sor natloha or nations dominated b.r them have an 

,interest or ~ve had an interest dnce ,the beginning of the present emergenCYi 

0'1' those from'which theT1II8:7 darive lome benefit d1rect OT indirect. 

:(c) IequtTe %'e£istration, or adopt ~ other appropriate measure., 

in order to determine if 81:r:I pereon within the ...:gre8sor nations or the ' .. 
, , ',', 	 ' " . 

Mtionl 401ll1uted 'b7' them, .'baa &zq' hte1"e8t 10. seea.rities, tsmed or pqable 

-- 'In _ of the .american ~'bllc••" ...-., '.' 


, 


(5) ,(a) t'hat the application.i~ the economic and ftnanci8J. 'controls of the 

• 

'.. . ~ ' 	 . .
, . 

Iovernment. "f 'he .American lte:PubUcI, I 4urlng~e 'preseat .mergency, should 

have .. OU' of 1101 Objective. the coatrol-of the propertT aDA transac-tio~8 of 
w, -:. .' 

't. ,... "'- _ 

a1lpereou,' real .or;luri41ca1, reaid1DC or I1tuated v1thin ~e1rre~pect1ve 
". ,'. . ..:.:, .' ~ 
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Jurisdictions, reprdless of n.etionalIty, who by th.'eir cond.uct a,re known 

• to be, or to have been, eng84:inc in activities inimical to the securi t;r of 

the Western H~misphere. 

!bat each of' the Sovernments of the American E.e?ublics, through the- , 

ap?lication of 1ts econoeic and tinancial controls, el1m1ne.te from the 

economic life of the respective couiltry all UD4eslrable lnf'luence and 

activitT 'of thoBe persons, reel or juridical, residIn& or ait'UC:'.ted within 

the AmeriCE'.)l !.epublic£:, Who are known to be • or to have be:n, engaging in 

act1v1ties inimical to the ••c:niri tT of' the West!"rn Bemhphere. 

(6) (a) !bat the Governments of the Amei-Ican !iepu'blicsth:,!,t hE,ve not 

, alrea~ done BO adopt, in accordance vi th their const! tutione.l princIples, 

mee,suresto carry out the effective block:1ng of assets belongiD.& to real or 

juridical persons, whatever may be their D.P.tinIlE~1tYt when these persons are 

deemed ~ the respective Government to ac~ in a manner contrary to the 

security or the national economies of the Americen Be?ubllcs; these ~e~sures 
t 

I 
! 

shall not exclude o~her measures which ~ be te.ken b~r the GoverDl':'lents with 

regard to commercial, industrial, agric"J1ture..l, financial or other enter­

pri8es, which measures are recomDended elsewhere. 

(b) !hat bloek:1D.& shall include all cash. securities, income or other 

assets of ~v other k1n~ .. including the proceeds of the Bele or liouidation. ,. ... 
ot aSsets or tirms. 

(c) '!hat blocked a..eta mq no~ be disposed at Vi thout the authorization 

,. 
 , of the re~ective Government or agencies. Any transaction contrar.y to these 


pronsion8 ahallbe null and Yoid. 


(d) !hat all blocke4 eaah or securities ~l 'be deposited in the centra1. .' 

'bank or in approved ~, or in aP::'roprlate organizations. aubjec~ to 

: .... ,: 331611;'~- ' :,,;,,~-.,-. .", " , 
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'provisions adopted by the re~ective government. 

.• (e) . ~t the GoTerDI:lents shall not permi t di~oBal of blocl:ed 

assets if such action benefits, directly or indirectly, t~e intereets of 

the aggressor nations or the IlE'.tions do:rnin?tec. by them, whether If'llc!: C.is­

POS(J.. . takes illace in the countl",1 in which the transaction origillP.tes or in 

~ other COUlltr..v affected by the operation; or it Buch action is contrar;r. . . 
to the fundamental pUrpose ~resBea in the first paragraph ofthiB 


recomz:tendP.ti on. 


(f) ~.t the Governments mer authorize the disposal of l:iloc::ed funds 


When the applicant proves th~t BUch ~~d~ are essential to hie subsistence 


end the.t of his f~ly; but such authorization shall not exceed the 'mazi~~' 

periodical amount fixed by the r€~?ective .government. 

(7) ~t. in accordance with the constitutiollF~ procedure of each ' 

countr;r, ell necene.ry map.aures be adopted ae 800n as possible, in o::-c.e::- to 
.. 

elitlinate froD the cO:l'.lme:'cial, asriculturcl., industrial ane. fina!Oci&l life 

of the Arerican up.'.lblics, cll·influence a! governments, IlF..tion8~ s.nd persons 

within BUch netions who, throug~ natu:"al or Ju..-ie.i.ce1 persons or by an.,v 

other means are, in the opinion of the reB?ectlve Gover~~ent •. acting E~inst 

the political and economic inde,e~de~ee or securityo! such P.~~~lics. ane. 

tluat to thi8 end the followingmeaBUres be adopted: 

(a) !he basinesB, properties a:ld ri&-llts of any re?~ or jurle.icF;.l .per8on 

included Within the terms of the foregoill6 paragraph, whatever their nationality. 

aball be the object of forced t rans:'.r or 'total liquidation;' and. if this 

lhould not be cOllvenient in the opinioll of the GoverJ:U!lent of each cau.ntr,p~ 

thq'shall be the object of block::1D.&. occupation or intervention in order 


to give effect to the purposes' of thie reco~endation. 
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(b) .!he officers ant tlllQ?loY'ee~ of ~'reel or Juridical persons,'

• whose action8 'mar be contrar.r to the ~08es set forth in p~ph 1 of . . . . 

•hle recommeDdation, aball b~ removed from their positions and the aeverance 

• 

. .. 

.. 

J)8lmenh 'to which they ~ be enUtledaball be bloc~\:ed; and the ..ale.ries 

e.Dd other relnmeration of thoae who .eJll.POrarily continue in ae1"9"ice ehI!J.l 
, , 

'be 11m1ted aDd' ~erv18ed, ~n order to cOJqply with .the aforementioned purposes; 

(c) ~ contracts of tnl.c;h real. or Juridical per~on8 which ma.y be 

4irectlr or l~directly contrar.r to the purp08es 8et forth ill: the first 

pare.:raph of thla recoJ'C:l!len4e.Uon. ahall be rescinded; and in applyins the <~ 

...suresaet farth In'paragraph (a), the 90ntracts entered into by them and 

the coneelsions cranted to them for the axploitation o~ natnril re80urces and " 

public aervices, nch as land, m1nes, water rig.'Iot~B. transportation and other 

similar activ1t~ea. ~v also be conaidered rescinded and Without effect. 

(d) !he following ahall be effectively blocked in ac~oraance with the 

regulations pertaining to blocldng: the proceeda of the we of .ransferred 

properties and ri~~s; the profits accruitg from lnte1"9"ened or 8upervised 

waines.es; and the funds derived from totsl liquidations. 

(e) ~e alienation, in ~ form, of the ea1d properties and rights in 

accordAncf with pare.craph (a). can only be ma.f.e to nationals of the respective 

country or to Juridicel persons fomed by them. , In .he e8t~blishrnent of the 

,condition8 of theae acquisitions or in the aelection of the ~er8. the .'j 

GovermaeJ:!,t of the,countJ'T in which the tranaactioD take8 place aball not.- -.. 

permit &q Urec. or indirect parUcipation by &ZI7 reel or Juridical person 

whoae activ1ties are leemed contrar,r to the prlncl~le. aet' forth ,1n the 

. .,' ~ ; .- : 
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Each ccuntry ahall 4eaig:n<:te one or more org..nize.tions to be in 

'. chare;e otthe adm:'nistre.tion ot the a!orenentioned mep,Bures•. 

!he .A::lerican Republics' ahe.ll maintain an 8%change ot 1n!ormFtion 

on the measures adopted pursuant to this recolm'!l8D.de.t1on. 

(8) ~t the Governments of the Arner1ce.n Bepublics lend ep..~h other 

the createst measure of cooperet1on in the formul~t10n and appl1cp.t1on of 

I17stSCIB and procedures which vill fac1l1tp..te p~e.c1ng 1n effect, ~1. thin 

their Juried1ctions and in the exerciae of their .U:thor1 ty, llecolll1l1enda.tions 

5 and 6 adopted by the !L'hi.rd Meeting ot the Ministers ot J'ore1gn AffairE' of 
!j­

the American Bepubl1cs, the consequent recommendnt10ns adopted by this 

Conference. and measures which have bee-n or 1I28Y be te....~en by the Govf'lrnmente 

of the A~er1cp~ R~blics. 

i'h£t 1n conseqUence the aroresaid Government! endeevor to e,t2blish 

an 1nterchane;e of 1nfortlttion and consultation vhich, Will aftord knowledge 

ot ,the experience acquired by each one ot them. ' 

2. 	 Im;lementatign ar Inter-Jrn'rice~ COnfetenCe BesQl~ions. 

~o' work vi ththe Ie.tin .American lU!public8 in aecuring the inr,plt'!rnente,tion 
, 	 , 

ot these resolutions, Foret&n JUnda Control aet up a specific operating .ection. 
, 	 ' 

A:f'ter certain aperimental. organizational 4evelopments 1n the admin1stretion of 

thia leetion it va.s t~s!erred to the Intorcernent ~viaion. It Va.s known as the 

Inter--.American Control Section. It Vas sub-divided into four u.n1 ta: . Letin .American ' 

Controla 11Dit; Proclaime! Id.at Co:amd.ttee J1ni t; 70reign IJI'f'e8tigative or lInfar cement 

Uni t; and the D1vera10n 'D'n1t.' 

• ~ Latin .American Control. Vn1t aa the, DalIle implies Vas cMre;ed Vi th 

the responsibilitT of .tud..v1ng the centrol melteUrea 'established 1.':the Iet1n .America 

countries to implement their commitmenta 4uring the July 1942 conference and to 

I 
,.:.t' . 

Ii 	
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evAluate t~eir a4equacy and their o~erations. In connection with the operations of 

• this un! t, representatives of the !reasU%j" were Bent to certain of the LP.tin 

Americf~ countries to make ·O~ t~e spot'studtes of their controls and adviee wit~ 

re~ect to certain technicp~ities vit~ which Foreign funds Control personnel was 

familiar ~ virtue of their operation in this deal Bince 1940. !his lIection 

operated very closely-with the D~artment of State which actually maintained the 

direct lie1.o~ with the governments of the Latin American countries• 

.&8 a complement to our currency control pror-c.m. Foreign JUnds Control 

attempted to get the various Latin .Ame:oican cc:untries to assist 118 in achieving 
" 

the destruction of the foreign,markets for looted currener b.r adopting adequate 

controls of their own. !o this end programs of currency control were proposed to the 

various Latin American governments in June. 1942. 3,y September. 1942, all the 

Americen Republics had regulations inten~ed to i~lement our currency progr~j. 

!he administration of these re~ations b.1 these cauntries~.. never'adequate 

des:t'i te t;-.e continuous prodding bY' the U'ni ted. States Government. 

In .A.ugt.lst. 1942, we concluded nesotiations with the Mexieen govern.l'!tent 

as a result of which the Me:ricans adopted a dollar currency control strongl~ impl.... 

menting our own p:"Ogran. A decree prowlgated. 'by' the Mencan GoverDJ:lent on .Aug-.lst 14. 

1942, prohibi ted all transactions in dollar currency except coins and bills of $2 

deaominatial t:€ which denomination Iittle or :none' was believed to be hele ~ the 
I 

Az:1s) Alld transactions 11l1derta.'lten b7 the :Ban!t of Kez:1c~ itself. All dollar currencV'.. . 

. . . 

ccept $2 btlls was .orctered to be IUrren4.ered to' the~ of l!a1co. which was 

authorized to pUrc~8e Buch currency in amounts up to $250 vithQl.t investil,tation as 

• to origin an.e. amOUDta bqon4that figa.re 'DIP to $1,000 provided tbl>t in BUch caees 

the oriein oftha curreDq' wu1JlTesticr.ted· 'b7 a responBible official. of the 'Be.n.lt• 

• 
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Larger am~~ts were not to be purchased outrig~t but simply forwarded to the 

• United States on a collection basis. Such currency, when not released because 
" . 

of uncertain or unsatisfactory origin, was held in blocked accounts wi thin the 

Unitec. States. 

In aMition, continuous efforts were made on the pf...rt of our g,=>vern­

.ment to secure the sympathetic a~~nistration by the Latin Ame~ican countries of 

their'measures designed to ~rgate Axis influence fro~ their countries; to 

enco".ll'age them ~o take s.ome of the strong measures reQ.u1red to l1t'!u1dete ene!:!."'" control' 

ed enterprises and to reorg&nize them and "to remove undesirable personnel. 

~e Control mPdemonthly studies of '11!le progress DlP,de by the Le.t1n 

Aoeric~~ countries in con~ection with its imple~entation of the Inter-American . 

. Besolutions. ~ese reports provided a basis for deterrn1r~ng program of actions 

to be taken b~r tr.1s governT:lent vi th respect to the Lr-.tin A"!lerice.n coiultries. 

Specificr21y, it furnish~d the basis upon'which t~is gover~~entdetermined to. lift 

D.E.1!les from the Proclair.:ed List rely:ln& on the cooperation of the L?tin A"!le,:"ican 

cO~Ultries to police their own economic warfare pro~. !y the ~~e token, this 

£Overnr.ent Was provi~ed. through these aonthly stu~1es, with the facts ~on which 

it could base its eo-called Argentine progr~~ which will be deseribed below. 

3. 	 lroclAimedLi§t Prozram. 

~e second maJor operation in the ~tin A~e:"'ican field related to 

Proclaimed List aetivlties. It was in41c;::ted above that B!rhe ProclaiJ:'led Lht of 
• 

. Certe.1n mocked Nationals' W&S authorized b;;r the President on July 17, 1941 and 

contained thenat!les of in41viduals 8.n4 firms vi thin the other American P.epubl1cs 

• whose activities were deeJ!le4 inimical to the lefenee of the hemisphere • 

It was recognised .that in the preparation of 8uch a list that eTery' 

caution Was ret'!uired to be taken to prevent injustices. fo thil end the United 

331616 
-127 ­

http:Certe.1n


. ' 

States' Government cave creat care and attentlon. A Procla1med LlstCommittee 

• was created. consistinc of repre8entatlves of the Secrete.r1ee of State,Treasury 

and Commerce~ the Attorna,' GeD:eral, a repre8entatlve of the J'orelgn EConomlc 
. . 	 . . ' ­

.Adm1n1Btratlo~ and th.Cooi-d1~tor ,of Inter-Americe.il Af:f'e.1r8. In a4d1tlon to the 
,. -' . . .... 

above.rep:t"elentatlTe8 who bad voting ripi8, reprelentaUTe8 of the .Alien Property· 
. 	 " 

CustOdian, &no. of the'rit1ah and Cene'" an Gov~ramentl ....t 	 In" the Comm1ttee but had 
. 

no votlng rights. 
" 

!h1J1 Committee aet bi-veekl.T aDd coneidered rrveryrecommend.E..t1on, 

for add! tion to the "Proclaimed LiBt Te17 oaretul.l:r. Before a DaIle was added 

diplom1?ticand consular representatives in the 11eld made a thorcnigh inveB,tigaUon. 

If, the investiv,tion defin1tely di8cloled facts 8howing t~t the person Invept!­

gated was engaged in an activity inimical to the 8eeurity"of the hemisphere. tbet 
• 

evidence. together with the recommendation for inclusion, was, tre.nsmi tted to 

Washington for consideratlon. !he evidence .upportlng the recommendatlon was 

ca.re!ully Bcrutii:dzed by the Proclaimed List Committee and only upon the unaniJIDU8 

Tot,e of thP,t Domml ttee was the name added to the List. As an added ~recaution," 

and to prevent i~uBtice8, before the .name was actually added to the list the pro­
, 

posed action was cabled to' the Miasion in the field for confirme.tion. !!.'he LiBt .... 

pulIliahed perio41cel'4'" by the Secrete.l'1' of State, acting ln conjunction With the 

other members of the Comm1ttee. 
, , 

.11thol'lCh ....ery precaution Vas taken to' 'ian.re tbatAo wrong 40ine wa" !#' '~. 

'.effected lIT adcUne • V~DC perlon to ~I4Bt. &I in .... e17· operation of' thie 

acmtude, lI1atai:el vere 1184e. Where 1t ,,:.. ,ailcovered tbat 'a Dame had been 

Id.ltakenl7 1nciu4ed on the 14lt, 1t vaa4e1et~ proJqpt17. ":~8 Go"'erame.nt vas 

• uceed1~ &DZlOU8 to rect1f'7.11UCh J!dltakea azict, ~n furtherance of We po11cy, . 
-

,val at all times Will1neto coneider, with the Governments 
" 

of the .other .American' 

republiCS, ,the rea.on forlDC1~ion on . the ~st. of 8lJ1' flrm or 1D41vidual.1tua.~84 

' ....:I ,.::": 331617 
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or resident 1id.ttin the territory of euch re:pa.blic. It is interesting to no~e that 

• 	 the cont!'Ols of eight of:~r.e other Ame:-ic3.D. Republics were made to .e.p]')ly to 

persons naced on the Proclaimed List. 

Al thoU€h the Proclaimed List incluCied not olll~ llSmes of persons in 

Latin'America, bIlt also i~ the Eu.rop~an neu.trela and. the Middle ..... the Pro­

- claimed List Camm1ttee treated onl7 With add! tiona of DIlJ:Ies of persona i~ the 

Western ~is:Phere•. ·!rhe Eastern Hemisphere list val mE.de 'Up b;y·a Comr.dttee in 

London known as "'the Edtish mack List Committee on which a represen4;ative of 

the State Department sat aa a no~oting member. !he !ritish list of ene~ies 
-
~ . 

cocparable to the Proclaimed List vas known as the aStetutor.r List. ­

Deletions"ere effected 0111, When satisf~cto~ undertp~ngs were secured 

fro~ the person or· firm which mi~ht deal with any of tne fo110win&: (a) aleuring 

. future gooa behavior; (b) a recognition of the entel".PriBe to ert'_dicete the Arls 

interesti' (c) a retirement· of the undesirable elenents in the fin::: (d) a d18­

continuance of practices inimical to t~e Allied war efforti or (e)' a liqui~~tion 

of t:!le enterprise i teelf: T'.o.ese fOl"llI'4ae for these u.r..derte.ld.nt;E we:-efrequently 

developed by the Proclaimed tdst Co~ttee and sent Ciown to the ttission for ap~roval. 

In some casea the missions recommended the formulae which were referred to WeEhington 

for ap:"roval and clearance. 

The active operation of lbreign FUnds Control in connection with Proclaimed 

List problems actually cornmp.nced atter Pearl Harbor. 

-On December 9, 1941, Just tw~ d..e7_e:tter Pearl Barbor, the ProclaiMed 

I4at autho!'i ties iasued a supplement adding 505 ~apanele namea to the Proclclned 

• List• 
. . . 

On Ja:tI.UAr'I' 14. 1942, a I'tI;P'Ple1!lent vas i_Iud Yhich for the f'iret time 

added to the Proclaimed List n&~e' of pelsona in the Eastern B~i~here. A total 

of 1,824 peraons and t~rms in the Ea.stern Hem,ephere Yas ",Dd1.catedin this 
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npplet::lent for e.dd.i tion to 'the List. hom this time on the liri tish and United 

• 	 Ste.tes author! ties coopere.ted very closely in the 1ssue.nce of 'their respective 

lists end the.two list8'becace and remained virtually identical. until their 

termint!.tion. 

])eal:iIl8s between United States concerns and p.!rsons included on the 

Proelaimed List were prohibited except pur~nt to a license lssue~ by Foreign 

l'u.nds Control. !rhe licen8ing poliey was determined solely in accorde.nce vi th the 

basic objectives of our program of econo!llic 8!ld finencial varlare agP..inst the 
. . . 

.Axis, i.e., the curtailment and eli:cillE:.tion r£ the e.et1vit~ and in!'l".lence of such 

persons insofar as thet activitY' and influence vas inioicl".J. to henisphere defense. 

Where it vould h£ve proven he.rmful to the econo!IIY of a neighborine country to stop 

all business of a listed firm wi th the United States, 00 oyere.tive a:-rangements vere 

worked out bY' whicb tr&Jlsactions were permi tted so fe:r as tneY' vere bro'J.;ht under 

its control and benefitted only our mutual interest. 

In ma:cy cases firms in the United. States had orders for t!le n.e.nu!'rcture 

of specicl products for' :rims in the other .Ar.leric:-.n llepublicswl:ich Were included 

in theProcle.1med List prior to delivery of the prod-Ilct. !rhe Treasury denied 

licenses to pertrl. t the delivi'or:! of such products lince it could not pemit proc.ucts 

going into unfriendly hands .erely to protect, a United States firm which had con­

tracted in good faith. ~ of such case~ caused eztreme hards~p to United States 

concerns. One firm was denied a li~enBe in a case where it hed worked for ~onths 

on a specbJ. order of 'Value only to the ordering firm w:bicn was placed on t!:le Pro­

claimed List shortly before the date ~ecified.for deliver,r. !he Unitec. States 

• firm had i tscapital involved in that one order to s-.1ch e.n extent that ita 'Very 
, . 

ez1steneevaa J80pe.rd1sea. if deli'Ve17 of the product to the Proclaimed List firm 

vere not permitted. BoweYer. i'.86 clear ,bat the only ill effect in 'he Arn.e::-ice.n 
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Bepub11c concerned would be to theProclained List firm and not to the countr,y 

• in which such firm was situate~. Accordingly. the license applicrtion for the 

co~letion of the transp~t1on was 4en1e~. 

Foreign FUnds Control formul2ted a standard of conduct to ~,~de A~~r1can 

f1rms 10. their ope!'e.tions 10. the Latin .&r.li:n:~1can. and. neutral countr1es. This was 

incorpor~ted in Pub11c C1rcular No. 18 (applying to Americ£Jl busine88 o~erations 

in Lat1n Amer1ca) and leA (applying to Amer1can business operations in the neutrals). 

The important features of the standa.rd o! conduct tlms set up were &I follows: 

(a) .&::!er1can controlledconce:-.,n.s operating in Latin Americe. end 

the neutral countries were prohibited frC)'fD Nving 8..'D1' financit'~. bllsiness, 

tra~e or other cor.cnercial dealiIl(l;s wi tb persons or firms wi thin enemy 

terri to:"'y'. !hus. a Latin ',American. or neutral brench' of a New York corporation 

wO'~d not deel except under 11cense with a firm situr.ted.witbin Germany, 

Italy or Japan or wit),-J.n an.v terri tory controlled or occupied by such 

countries. 

(b) kDe:,ican controlled: concerns ope:oating irl Lr..tin Americe or the 

neutral countries could not deal exc~t under license with persons or firms 

on the Proclaimed List or ~ person or firm acting· for a Proclaimed Listed 

firm. 

It might be appropriate to refer here to t~e Corn Products Refining Co. 

• 

,'case which involved f'legrant violet101l8 of the P:rocla1lled List by' Corn Products 
" 

llef.in1nc CompaD,.v·. whoi~-owned subsidiary in Argentine.. Hore th2.n 100 transactions 

InvolTing sales .to and purchAses from Proclaimed List firmi Vere di8closed. An 

investige.tioD. Dade b;v the lhbasay di8closed that the me.ne.ger of the "J.bBi~ier.v. an 

.American citisen. had telked e&dn8t the Proe1a1med List and that his general 
. , 

~ttitude had not bean satiafe.ctory. !be actiTities 0: the Argentine 8ubsi41p.r" Vas 

known in thE.t country and in addition to. the direct violations by the aubsid1e,r,y it 
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had the effect ofweaken1ng the pod tion of the l!JmbaBBY vis-a-Tis Argentine 

• tirms. In a4d.1Uop to the'trade carried onw1th enemy .uatlon.e.la, attel'!lpts to' 

~onceal the firm'. actlTitlea were noted b7 ltl transfer of baDking relatlons from 

American 'banks to .t.rgentine banks which made 1tmore d.1fficu1 t fO,r the Et!!basay 

to uncover eridence of yiolations. .As a res1lltof the flnd.1ngs, b7 the, hbe..ay. 

Corn Prod.ucte t Iiubsld.1ary in Arcentina.. lleflneriaa Ie KaizS. de B.L., waa p1.aced 

on, the Procldmed Lilt as vas the lDBll8C~r, J'~Sa1zer., !!he latter,was there­

, atter d.18CbarC;e4 'b7' Corn Products Befln1nc Company. , 

Although offlclals of thie co~ contended that sqpernslon of"lta 

subsid1e.r,y waa limited to that of flnanclal po~lcY', it was discovered on lnvestl ­
,. ·1 • 

cation that Corn Product's relations with all of its Le.t1n American eubBid.larlea 

involved far' gr~ter control than merely acti!lf; in an adTisory cape.ctty &s to " 

flnancial pollcy. It aPPeared thE.t this COMPI!!.llY d.1d not lnsist 'Upon compliance 

with the provistona of the lxecutlveOrder even when it ,vas certein that the Order, 

....• .:. 'Was being violeted. 

!he :Befinerias· de Haiz was Bubsequently deleted frcm the Proclaimed LI st 

vhen changes had been effected which satlsfled the Jb:lbe.as1 that this cOnlpp..ny would 

comply vith the standard of conduct expected 01' .American firms. 

Our actlvities in securing the compliance of a forelg~wned subsid.1ar,y 

of an .Ame:-Ican comp~ with the ~!"ad1DC with thl Bnemy restrictions was further . ,' 

" repreBente4b7 our acti~ tiel in, connection with the Swed1s!l aubsId1a17 o-f the 
. . '" 

• 
,CHUette Safety lazor CoJqpau;r. In Dec_ber, ,1941, the 1we41.h comp&.Dl' entered into 

a contractvith the German wuba1d.1ar,y 01 Gillette to ilg)ort appro:dmately 8.000,000 ' 

ble.4es :trom Geran"...... In the .priDe of 1942.' Gillette. on behalf of 'the Swed.111h 

wubs1d.1at'1.applie4 for a1~'cen.e to, continue 'he iJqportation of ,blades from 

Ge~. !realU1'1c1en1e4 'hie ap;1icatlon. ',BoveYer, 'eap1tethe !ree.sury denial, 
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"~ 

th.e Svecl1ah 8'I1bBidia.rr of CJlllette between the apr!.nc of 1~42 and ~rch 1943. . 

• continued to import blades fromQe1'll8llY JNr8'U&llt to the 1941 contract• In March. 

1943, the Swedilh nbsi418.l7 8iP?lied to the treasury thro'l.1Gh our Legetion for a 

llcenae ~o '1'IeI1ove 1,000,000 bla4ea which were 1n the tree port of Stockholm and 


:which had arriv84 trom Qerm.JlT pV8U8Jlt to the 1941 contract. In ,con.'lection with 

, ' 

the' consideration of theappllcatdoA certain lD:rormaUon was requested trom the 
" ;, 

Chairman of the'Joard of the Swedish 8UbsidiEZY. Be refused to furn1ah the 

Leee.tion with this. information rel71nc on the Sved18h War !r&de Law vhich prohibited 
~ ", 

. ,the relealeof trade information to foreign power8. »rsntuSlly, frac;m.enta17.' - . 

information was furni8hed us after the Swedish 'ublid1a~ had received 8pecific 

inst!r'Uction8 from 1ts American parent. In J.u&u,st. 1943. !rref>SUl')" denied this 

applice..tion. , Gillette thereu;pon Instructed Its ',Swedish aub8idiar.r not onl.? to 

cancel the'remaining co~itment under the 1941 contract but also,not to remove 

the 1,000,000 blades from the free port of Stoc~olm. In December. 1943, our 

Legetion in Stockholm reported to us that in!orQation turn1&~ed to it b.r the 

Swedilh com,pany dbcloBed that t:he Swedish comp~ had rlmOTed. deapl te our denieJ. 

of the application and despite instructions tromGillette, not only 1,000,000 bladea 

but an aMitional 625,CY.)(), blades apparently iJll)orted into Stockholm in fUrther 

compliance with the 1941 contract. !rheae German bladea v.re removed by the 

Swedish IJU.bsidiary in preference to .American blades which were aVailable in th., •. , 

tree portot Stockholm. J'oreip. JUa4. COntrol in collaboration With State Depart­

Ilent &ccc:mwJ.iahedthe r8l'llOTal from the SweMah nb8idiar,y those perBona in the 

u.nacement of the coI!IpslQ" rellponBible tor the violationa aDd-replaced them vi th 
, .,~ . 

persons 'aatiBtact017 ~othe:LegBtlon and the DV,partaent. In' addition, Gillette. 


'-'he .American ~t,'vU 41zoecte4, t~ iutl'tlCt'he IWe41eh· tirato 4elq pe..,v.ent to 

. . . - . ~ '. 

331622 


http:nbsi418.l7
http:8'I1bBidia.rr


• 
It Was the consistent position of the U. S. Government to continue 

• the Proclaimed Lilt into the post-host1lities period. In fact, in Se;>tember. 

1944, both the U. S. and. :Sri tilh Govern'!'lents issUed public ste.teme~te to t~e 

effect that, inter alia, the Procla1:!1ed and Statutory Lists would be continueC!. 

, for an ind.efi~ite period after the ceas&tion of hoatilities, e1tho~h -the co~lete 

or v1rtual vithdre..wal of the lista will be poasible at e.n earl;r date with respect 

to thoBe countries where adequate .controls bve been established and ..tx:1s apear-- . 

~ad firms have ~been eliminated.' In the sPring of 1~45 and just before V-~ !le.,.v 

the lJritish reneged ,on this coJ!mlitment b;r' atrong].;r opposing the extension of the 

published lht after V-:l: Da;t" except for avery; IIII8J.l "hs.rd core" list. on the 

groun's thet: (~) the lists were serious barriers to the trade w~ich lJritain. 

v1te11y needed to attain fi~~ci£1 stability; &nd (2) small lists were easier to 

adDiniater. On the other hand the Proclai~ed List Con~ttee proposed the adoption 

of the following polic:': (1) the Proclaimed and. Statutory Lists should be retained 

for at leest one ;rear in the poe~-hostilitie~ period. e..e sizeable and Active trp.d.e 

lists except where the Lists vere wi tM.rf:w:n or S".:.bstRntiP..11:v ree.uced in Lr-.tin 

~ericen countries as a result of t~e institution of effective replacement 

progr8T.lB: and (2) the Lists should, however, be graduall.y'reduced after V-E De.., 
to the extent of elimnating the least serious offenders. 

In order to reconcile the lJritish and Jme~iean positions. the following. 
coc:promi se was ae;reed upon: 

(1) West ...rn Benis,phere - !'he Lists would be cobpletely or Virtually 

Vi thdrewn as aoon as possible tor those Latin A-::Ierican cOIlntries wr.1ch completed. 

• effective replacement progr2Jlts to elim1!le.te .Axis spearherc.d fims. Mexico, :Brc.a1l • 

Chile, kuador, and the Central American count:ri as had made 8Ubste.ntial progreas 
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in thii res.pect. ',!he Llatl vould 'be retained 'rirhally intact in the non­

• 	 cooperative countries (Argentlaa. ~liTia.. Colombia, Par~ and Uruguay). 

until they had coapleted adequate replaeementprograms or until the Lists were 

completel,.. abolianed tor both hem1~herea. 

(2) '.stetp Hemisphere - !he liata were to be categorised into 'minor'. 

-lnterme41atel aDd lhard corel cases. !he lm1nor' otfen48rl were to be deleted 

one month after "-B Da..v. the 'intermediate' caeea " aontha thereafter and. the 
, 	 , 

lhard core" cues (.bi ... ovned fil'll8 &D4ier1ous ~ffender.) vere to remain llatei8. 

1IIltil:, the Id.t8 were abolished. 

4. 	 Argentine Program 

Argentina vas the lIOat outstanding uample of thecountr,y which was slow' - , 

. "in taldng any 4efird·te .tepa in' this direction and ae will be seen below was the 

one countr,y with re8?ect to which Foreign FUnds Control was compelled to continuousl,.. 

urge the treezine of its fUnds in the Urdted Statea aa a poasible sanction to aecure 

its complete cooperation~n the allied war etfort. 

!he first recommendation to extend the treezing control to Argentina was ' 

made b;ythe !reasury in May 19~2 even prior to the July conference beeause of the 
" 	 .'.' 

, evidence which the !reas'.U";1 had obtained wi th respect to Argentine collaboration 

wi th the enerq trom Pearl l'arbor to that date. It Vas found atte:- aome stu.d..v 
. ;. 

that ArgentiJl£. waa 'being ~ctivel7 used by the enemy to tLD4ermine our active ;' ...... 
, 	 , . 

program' ot economic vartue. ,!he .trcantine' &D"'e~ent 414 nothing to prevent 
. 	 .. . '. ­ . 

At'gen1;1na trom 'becolline a refuee for .t.z1a' h.D48~ In.'h.e veeks preceed1ng our 

.nan.ion ot the, fraesing control to the A.z1.~ luce 8UII8 "ere tranaferred to . .' '.' . . - . . . -.: ',' . ... 

• 
·J.rpntina on belutl.t ot. 41::1. countr.t.ea in th~' for. of 'ba.Dk transfere IUld currency " 

, 	 ," , " " :,- '.: - ~>,''::::',.'', " " 
8b1paents. ~~Ter~ 'b~~., of ~e~e.ce '01 e!'taetiTe Iegtlll.e.tion and enforce­

. . .'. ..•. .- '-..' ." .#:-~ •. ~ ,. ~ 

JIl8llt in ArcentiDa.~ t 'became an i'd~ea:rlroDlDent for aett1~ up financial ineti tution£ 
• , 	 •• • .:.: ''"- ..J w : '.' .'. , ' !..... . , ~ 'w '",' •• •• ." ., , • 

... -:-" . 
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particularly holding co~p~es. which clonked Axis ope~ations. It Was dis­

• covered. elso durl:l.g this period that Argentina. we-s contribUtb.g to the ene~" b;-r 

the export of strategic rna.ter!els t~rough the Euro:?ee.n. ne-;ltrals. Des:pi te the 

efforts that were na~e to prevent Ge~~v from realizing on the ~;lr~enc;-r looted 

from invaded countries ~he ~s bed succeeded in realizing .o~e benefit from this 

£lien property by disposing of it throU&h Argentine.. For8X8J!JPle. in the first 

quarter of 1~2 direct imports of currency !roll Eu.rope into t~e States was completely. 

. 8top?ed. In the same period. Argentina sent to this country $1.125.090 in dollar 

currency. Act'OB.l.ly. Argentina adopted no- measures by Ms.:". 1942 to even ca.rry out 

the recomr.lendations of the Rio Con!erence o! January 134:2. recoIIL":'tenting the 

severance of diplomatic. cornoercial and financial relations with the Axis. 

Despite the indictment against Argentina in Ma.7. lq4~. prepe.rect b:" the 

Trees~r.~. it was considered politically inadvisable to ext~nd the freezing control 

to Argentina. Argentine. participated in the July. lC4~. Inter-Americen Conferpnce. 

It subscribed to t~e resolutions. Foreign Funds Control continued to watch the 

operetions of Argentine. on the economic and financial front to determine the extent 
. 

• 

to which she Yas complying with t~ese resolutions. Her continuous answer wes non-

activity. despite the passBbe of ideal legislation to r.leet t~ese proble!!!s. As a 

compromise ·to extend.ing the freezing control to Argentfna. two represe!'ltatives of 

the State Depp..rtnent were sent to Argentina to make an lion the spot" investie:~tion 

of Argentine activities. In October. 1942. they reported that no substantiel 

control we-a exercised over internal operations of pro-Axis enterprises and althOUGh 

an adeqae.te logal and adr.l1n1stre.tive a~thorl ty- for the controi of internetion.Al. 

tre.nssctiO!l8 existed the Control meche..n1am 'Was afuninistered in BUch a wey- as to 

permit the remittances to benefit the ene~. HOwever. th~ State Department was 
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, Aot willi~ at thietlme to recommend the freednc of Argentina ~t instead 

• , ncolmlended the followiDC program which was imme41atel,. adopted by the !ree,sUl7 ' 
\ . . 

Department: 

1. lubJect toad hoc blocking individuale in Argentina who, "ere 

closel,. ;on~ected with firml on the 'Proclaimed Li~t an4 data concern1nc p~rsons 
. , . 	 . . . 

, and firms in Argentina. vho haTe been on the .ace of, the Proclaimed Id.at lIhould 

be reezam1ned vith" vi_ toward lietinc or ad hoc 'block1nc. !hil recommendBtion 

for ad hoc 'blocking perBons in Argentina wa. banediatel,. adopted 'b7 J'oreign. . ~ - . 	 . - . 

JUnd, Control. 4a.nd pe~on. in ArgentiDa \locked on this bads were designated 
,,1 

&8 	speci,Bl 'blocked nationals. It vill belh01ln later bow this teclm!qu.e was 
fJ .• 

applied to persons in countries other than Argentina• 

.Among the firlt to be recommended b;y the !realJ'lll':T for this eo-celled 

epecial bloeking in October. 1942. were the' two principal banks in Argentina: , 

l!e.nco de la ProVincia and l3e.nco de 1& Bacion. It Val contended that theBe tvo 

be.DkB. one 01' which wal wholl,. owned, and the other half owned b;y the Argentine 

" ' 	 £Overnment. Vere the pr1ma17 channels through which the financiel transactions 

with the enem;.v were being effected, and that thq rendered financial tnlPPort to ,',',' 

firms placed on the Procla1med List. JJ.though this recoDlT.lendation went forth' 
, 	 ' 

to the State Departm~nt 1n Oc~bert 1942, it Wal actUaJ.ly one rear before this 

,".: ;,action could be taken and Vas 'approved br the State D~e.rtment. Such action was 

DOt 	 taken until BOTember, 1943. 
,.' 

At the .ueti_ that thi. ~tion vas taken .vith respect to the 'banka. ,,' 

tM.e Government Pu-sued a pOlicT of DOt permitt1~ the IIh1PIl~t of ~1d from the'" 

• 
 '...
U'D1 ted States to Argentina. · .:, ~,f'·::~' ,.' ..~ 

"" ,~ 

'" .., 
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•• 

DepartI:lent was act'1l.&l.ly prepared to 8{;ree wi th the ~easuryrecomle!ll!R.ticn tl'lf-.t 

• the freezing cOIl~rol be extene.ed to Arge!ltina.. In fF-.ct. doc"Jl:lents were prp~.red 

end. signed .by the President authorizing this action on Je.nu.e.:ry 22. 1943. However. 

alJ:lost one hour before the action was to be ta.::en p.Jld announced b~ the White House. 

the proposed freeze of Argentina. was "(·alled off' for polf tical reas.ons which were 

not divu1ge4 to !reaBU.1"Y' officials. .Apparently. m-ever p t~~ threat of t!lh Action 

caused the Argentine govern~ent toi~ediately announce a breik in relations with 

the .Axis. Although it assured this Gov.ernment thereafter thet it would ta-::e steps 

to implement the financiel economic warfare program incor.por&ted in its legis­
:11 .\~~. 

lation, the!'e were some in the Treasur.r and StQ.te Departments who continued to 

question the good faith of the Argentines in this connection. 

It will be recalled that as late as 7ebruar.r. 1946. the'St£te Department 

issued an indictment ~nst the Argentine relationship with the Axis with a 

view todefeati~ the Peron ,overnment. Hovever. efforts were unsuccessful in 

this. connection and since then ever.r effort has been made to establish ar.liceble' 

relations with ~gentina~It is not intended here to elaborate further on the 

relationship bet~een Argentine. and this GoverDl:1ent during the war and the e..bove 

.... ,is merely referred to as en e~le of the extent to.which Foreign FUnds Control ", 

watched the Latin American situation and made reco~ende.tions with respect to 

programs which should be carried out by the Latin Amerlcan countries and how 

failure to .secure,allY cooperation in this connection from Argentina almos t caused 

this Gove:rnJ!lent to freeze Argenti!1e tunds in the tJn1tedSta.tes. 

5. IPecigl 310cked Be.t!?ne1 Progrp. 

In addition to participating in Procla1~ed List p~oblems, Jbreign 

~s Control was primar1l,. responeible for: the maintenance, extension and policing 

of the so-called Schedule of Jloc~ed Rationals.' 
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It vill be recalled that in discussing the Treasury partieipat\on in 

• the Argentine problem reference vaa made. to the fact that the Stete Depart~ent 
. '" 

approved our proceedint: wi th an ad hoc blocking progr&l!l with respect to persons 

end firma in .lrgent.1na. .Such persona made u;p the beginnin, of the ao-called "Schedul' 

of 'Certdn :Blocked Be:tion.e.ls l • Subsequently, the UBe of this blockin& technique 

.wae utended to perso~s and bu.aines8 enterprises in all the' Latin .Ameriisan 

coan~rie8. I~wa8 applied'toper.ona who fell into aD70f three categories: 

h)Peraons recommended for the Proclaimed List. whose inclus,ion on 
, ' 

the Liat would be del~ed to iru.c~ an- ctent that 80me immediate action' 
" 'I 

Was required to control its funds or its financial activities in this 

cou..."ltry. 

(2) ~erson8 whose activities would ordinerily make them eligible for 

Procleioed List action but who could not be included on the List for 

politicel or other local reasons. 

(3) Persons who Yere Itron.gly IUspected of eIl€!',gin, in undesira.ble 

activities or who Yer~ under investigation by our )lission .and Where 

it was probable they had accounts in the United States or m!~t be 

uBiIl€ its cOr.D'l1ercial. channels. 

The list was not a public list in the senae of the Proclaimed List. 

Bowever, it was circuiated to the principal ~oreign trade houses in this ccnnt%Y 
" 

.ubject to instructions not to forward the lists to their branches or cor=esnondents 
" .-

• 
abred. It const! tuted one of the watch lieta for cellsorabip. It likewise 

constituted a watch lilt for perlons in the covernment who were cberged with the 

reaponlibllityof ilauinc export and im.port licenses. American firms were no~., 

of course. obliged to obsent the atand.ar4 of coDf.uct in local dealings with 
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epecial blocltel! ,nationcls. since they were not expected to know who th(7 were. ' 

• T.he Control's action, applied only to transactions w~ich touched the United St~tes • 

In those cases the Control's pOllc~ was ,ractically as d~stic as it was in 

Proclaime~ List cases. 

It is important to inlicf.te in conn.ection with this discuBSion of 

special blocked nationals that the blocking action was applied with respect to 

persons who had no funds in this country~ but who were likely to use our :!,inancial 

facili ties. In this wa"v transections were cnu~f't Don the wir*l't". For exe.ople, we 

h&.d one case in 
~ 

Which Ii check came up to ~hlB country drp.lIn in favor of 6. 8?ecial 

blocked natio.nal and was presented an.~ 'bounceci" Bince there were no funcs in , 

the account. The check was then sent back to the presenting be.n.k in Uew York to 

apply for percission to return the ,ch~ck to Latin Acerica. Pe~ssion was denied; 

instead the N'e,., York bank celled the Phi,l':' elphia bE-.n..".: and said fiLet us know When 

there are some funds in this account. If In about a wee!: or EO fu!lC~.S were de::;>osi ted, 

to the account of the drRwer of the check. The c~eck was then presented, pp-:nnent 
, , 

made, and the funds depotited in a General Ruli~ Yo. 6 account in the nP-ne of 

the special blocked national. 

6. lorei;:p, Pament Plan 

A further step in the direction of controlling ~tin Americen finer.cial 

operations even though unblocked arMS vere invol '\'"ed, is represented bir the 80­

ouled Foreign. P~vment Control Progra.'II. Actually. Ws program wa~ in.! tietedb;v' 

the E.!lf'orcement' Group of the I'e",. York J'ed~ral lieserve .Ba.nD• 

• 
• sentielly. it involyed the policing of ell fo:-ei&n accounts. Eight 

of the larger co~erclal be..uks doill6 a foreign busine8s voluntr..rily; pe>.rtici:r>e.ted 

in ine proc;re:m in coopention vi ih the Rev York Federal MBerv.e knk. These bi>.n!::& 

-140 ­

331629 

http:inlicf.te


recorded. in the na~e o~ the beneficia.~ o! the parment, all p~~ents to t~e 

debits o!unblocked accounts domiciled outside of the United St~tes, with the 

exce?tion of those domiciled in the ~ritish ~re a~d Icelan~. ~~ese banks 

Vere rec:tuested to report to the. llew York Federal Reserve ~ deteils rt th res?ect 
, . , ' . 

to those foreign payments where single ~~ents were o!eufficient 8i~e or where 

payments to ~ benefici&r,y became r~etitive. From the weekly list of beneficiaries 

aubmitted b~r the ban..".ts the Federal Res.erve Bank of lie",' York cOT:lplled and me1n­

tained aD. alphabetical card ~ec~rd of benefiCiaries. All the names were chec~ed 

by the Ne\,· Yor!:Feder21 against all informe.tion avd!'!>.'ble in connection with 
:, 

, !: 

Foreign ~ds Control operations. Where unfevor£ble i!lfomF.tion wes fou.'1d the 

reporting banks were reQuested to sup~::l:v det2.iled in!orma.tion wi th res?ect to all 

traneactione in which 8JJ.Y. such :person participated. 

!he He'.} York Fede:-al served as a pivotE'~ point :!'or evaluati'1g the 

informstion subr:li ttec. by the 8 participp.tiI:t; ban.::s. The C!Uestione.':le ce.ses Yere 

referred to· .....1ash1ngton :!'or action. In some inste...'1ces the suspicious ptl~nnents 

required further investigp.ti~n in one o! the Latin Ariericrll countries. In 8"tlch 

cases the Control sent whet was called a -Treasury lnvestigc:. tive Report" to the 

particular countr.~ involved setting forth all available information with res/ect 

to the transnction at issue and the personalities involvec. and describing the 

field for investigatin. In other cases. the information concerning auspicious 

• 

.or unexple1ned pa.,vments or transaction. involving persons in foreign countries 

did not seem to warrent investigation; however. it JDight Mve .eeE!e~ desirable 

that the information be .ent to the appropriP.te miseio:n, which, with itl k!lOwledge 

of the persons involved and because of 1ts generBl knowledge of thebu.1nels 

activities in 1~1. reep~ctive count1'7 m1~t be able to evelue.te the eignificanee 

.of su.ch facts. Acco !:'din,l,.. euch 1nformati on Va! sent on and were enti tled 
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'Ireaaur,y Inforcemant letereneea. 1 !he .i~Biona ya~erequasted to report ~ 

• additionslintormat1.011 developed ·or in ita poeeeasion Yhich might indict'.te 

Tiolations of thia Gov,rnment'a controls cr yaa of auch character tbe~ it might 

be helpful to !'oreien lUnds Control • 

..Ie a result ot the ope:-e.tionB of tbia p~ot;ram ~ persona ye:-e 

Ispecial1,. blockedl, ao!!.e Yere placed on the Proclaimed Ust,: aoma Yere lad hoc' 

blocked· after an inftstigation ot the atatuB of persona involved in the 8U.spicious 

pqme.nta. • 

1. J.ctiy1t:y in cOnnection with l'4bera3;ed Areas. 

!he Treasury, b;y virtue of iti position as a financiel department of thia . 

Govern.ment and ita specielhed knowledi;e ane. e:z:',?erience 1n be.nld.ng, ta:z:e.tion &D4 

other financial metters, participated 1n and discharced broad responsibilities Yith 

respect to the ope!'ations necease.T.I' to the 1ibere.tionof the ocCupied cOUIltr~es aDd 

the defeet of the enem1. !he vitel i=portance of control of financial trens~ctiona 
. . 

represented by the activities of Fbrei~.JUnds Control has elree.~ been indicated. 

~e ~e specialized knowledge .h1ch was used 1n the freezing control program to 

·frtlstn.te the enemy Yas appl1edto ins:a.re the IN.cceu of the financial ope:-ations 

sap;porting our own aridea. !.he following discussion Yi11 give some idea of these 

responsibilities. 
. .' . '.. ~ 

One of the fw14ame.nte.l problems Yas the.t ot furnishing our invesion .~. 

forces Yith a4qu.ate n.pplies ot accepte.ble cnirrencies to be ue! in the theater'. . .. '". ." 

of Yare Unllke the a:nd.ea of the agcre.aor Dationa, our armies Yere DOt expected 

to acquire ltv loot and plunder the necesae1'7 _terial. for e:OfecUve mili tar;y 

operations. 'In 4etermin1nc the ~es of curreOCJ" to be used ln ITartOUB theatera, 
• 

attention yas etven ·DOt oDl7, 'to 11111t&r7 conaideration. 'bIlt al.o to other lmportant 
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•• 
factors ,such as the ceographdc location and the political belligerent B~etus of 

the co~try in which the aUitar;yoperation was beincconducted. In North Africa 
, , 

and in the early ~vB of the Sicilean operations. the United States fo~ces used 

~he '7ellow BeelA dollar. which Vas a regular U. S. Bilve~ certificate with a 

distinctive 7ellow Beal.!his distinctive mrk was adopted in, order to ~:e 8l.ch 

currencY' ~17 identifiable. thllB enabling o'.l.r forces ~o preventth;e influx 

into the area of regulp,.r dollar cu~renC7 alrea.d;v' in the hands of the enemy. !rhe 

distinctive mark also would have permi tOted isolation of this currency as the 

enfmW hed lU~seque:lt11 gained control of the area in w2-..ich it was used. In Itr..ly. 
~ 

o·u.r .Allied fo~ces used the .Allied military lire, Y!dch we.s T.la.de legel tender 
. 

intercha.n&aa~le at par wi th the locel lire CUT''!'enC~T. In areas like 3el.:;1um. 

Italy and Norway. our troo~s WeT'e provided with cu~rency by the recogn::ed 

govern;neilts in e:d.le.A s:peciel liaw&iian senes of doll!'!rB was usee. b;-.-t::e Uavy 

in such plades &s Gua~. the·OilbeT'ts an~ t~e Japenese Mandate Isl~~ds. In e.d~ition 

to these considerations. the curreney proeraD adopted was required to be cap~ble of 

coping with curre:1cy mclpulE.t1onB of the ene::t9'. For exe..'!'{Ple, in Sicilr, the ene~ 

~opted a Bcorched eaT'th policy and withdrevor destroyed the currency stoer.s, 

thus depriving the aT'ea of e. circulating media. On the other bend, in Tunisia 

the ene~ attempted to cause oaximuo difficulties by floOd.inb the area y!th 

excess ~~tities of currency. 

Once decision Was made as to the type of curT'eney to be used it was 

evident that the d1ffe'!'ent considerations le&ding to the choice of the currency 

gave rise to important differences in the manner in wJrlch the accoUnts were kept 

• and the control which vas pls.ced over it' ilsue, etc. !he. Trea.sury aC.visec. the 

mili tary authorl tiee 'in connection Wi th tl;l.e accounting procedures n.ces8arp' to the' 
.. 

u:. timate aC,Ju8tment of fin&:lcial mattere arie~ng from mill tary operation. in a 

thester of War. 
331632 
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Once the type and amount of currency needed by our armed forces had been 

• 
~ ./"'"

determined, eo decision vas T'equired to b.e me.de as to the rate a..t voulcl be excl:l.a.nged 

for local curr8,Q.cr circUlating vi thin the area. 

In "addi tion to making decisions wcb as those al.re~ indicated, other 

lmportant preparations vere made..Al1 financial end economic intelligence ob­
. . 

tunable Vi th reBj;)ect to the areas to be occUpied v.ere analyzed. De~e11ed. reports 

vere prepared on the princl.P8l baDka and lndustr.t.a1 combines for the fo110wiD.B 
. .' 

countries: Jirince, Bolland, Ita1.v, :Belgium, Yucoal.aia,· Ozechos10vai:1a, Borvay, 
-. f~ 

and Luxecbo".ll'g. !he stud.:r of the be.n.ld.nz and: indust~al insti tutions reC!uired.. . , 

", ~ . 

not only an investigation of all available sources in Washi..DCton, but uso in 
" . 

.. the field. ~eOontro1 had a staf~~of ezperi~nced inveBti~~tors in New York 

anelyz1ng the records of some of' the larger be..t.l:a in ll8\'1 York to' obtain informetion 

vith respect to foreign instItutions in en~ controlled areasvhich ~~ have 

been represented b;; "these American banks. As a' res"'Jl t~of' ez:a:m.n.ing the credi t 

files, for example, of French banks in New York, it vas discovered t~t one of' 

the banl:s which had been attempting to represent the North African authorities 

wbseouent to our re-occupation•.was one of the principal collaborationist 

institutiona. ~s'particu1ar bank, it'vas discovered, had been reorganized in 

1932 through the assistance of LaTa~. ..the Prime Mini,ter, vho facHi tated the 

contribution of French Governmenttun4s t~ the baDi:. Laval designated as ma..D.riger 

. of the 'bank a tr.l.end and cloae aasoclate vho atnce 1935 had been IIPOnsoring 
. . 

active and fr.t.endly cooperation lnGel'lllaiQ' an4ba4 been laobnobblng vi th German 
. . atudies, . 

industrialista. :In addition to .these tiDallcial. lntelligence/report., !ere prepared 

• 

" " ' 


anal.7dng the laws .and reculatlona UDder whiCh 1'inanclal lnsti tut10na opere..ted, both 

prior to an.d insofar .. po.aine 4uring the. occUpation • 
...... 
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, ....."" .. 
!reasur;y representstiTes ,in !'orth Mrica 4evoted JIItlch time to eecu:-ing 

~ 	by the French of economic warfare measures for the whole of North Africa parallel 

to th~ financial property controls exercised in the U~ted States with the following 

pril!lal7 objectiTes in mindl (a) ,'elimination fr01:l the economic and financial 

fieldB all control and influence of persons whose actin"e. were known to be 
, 

or 1ikel7 to be ln1m1cal to the IUCceBsful. proBecuSioD.._of the war b7' the JJ.l1es;, ' 	 " 

(b) the'~lorment of all measureB neceBBar,r to prevent~ further ,Deneti~B 

of ~ kind eaanating from the area to the enem;r. (e) add1 tion of the :french 
'.:"", '. 

Mrican area to the powerful. chain of nations whoae economic and financial resources 
. .', :~ 

Yere mobilized in the struggle against the ~•• 

Under the encourage1:lent of the TreaBU.l7.o!ficials, Darlan, on December 1 ••l 

1942, as High Commissioner of hench Borth Africa, issued a resolution creating 

the Ciredtio~ Dullocus (DiTision for the Management af the'!lockade) under the 

~ecretar.r of Foreign Affairs, to haTe charge afthe conduct of economic warfare. , ,~ 

~e fun4tions of the Director of !locus were the Barne as those provided for 

the Minister of!locus in the Metropolitan French law of 1939 and comprised 

(a) control 'of all bank accounts and funds; (b) control of commercial tranBP~tionsi 

(0) control of censorship and (4) administration of enemT propert7 and elimination 
, , 	 ' 

'. " .
of en~ in..""'luence OTer French affairs. !he hench North African authorities, " 


purlJ'll&nt to this authorisation, proceded imJ!lediately vi th a program aimllar to , 


the freezin& control programs being cercised in the States b7 J'oreign Funds 


Control. .Account. 'and funds' of enemies were blockecl,'!,'lulIr.oni Whose DaRle. ea>z>eared, 


on a special 1iat were blocked, and no actiTitiea cdd. take place with .respect 


• 	 to these bloc ked accounts vi thout permission of the.~haDge Office. "Under the 

continu.ouB8nCou.rag8Jllent at ,the !rea8Ul'7 representatiTell, 'the Prench Instituted 

;;, . ',- 145.~ 	 33163) , 
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..., .. ,­

&' comprehensive protram,of ,internatioDalfinaDcial and property controls. BOw­

• 

. . , '. . , 


ever, ln these efforts they were constantly met b.1 the reluctance of the French 

to break BWar from their traditione~ ·.eqaestretion procedure and their hesitane,r 

to take &tv- measure. which II1cht penaliseJ':relichmen. 
" ' . . 

, In connection with the a4m1n1.tration of the J'renc)l Borth African 

economic "arta.re .eauu.res~ the !J.Irea1Nl"1 repre.entative. pla.Ted a verr dominant 

, not • ' " , . 


, role/OriJ.yas '.,-1der.i:ced by their attempta to lecurethe adoption of a4eq:aate measure., 

, but in their .u:inc available ·to . the !locus authOrities 1Il1 financial intelligence " 
, ~ " ­

information ~lable to theltaff of ;oreign'lUnds Control. We were continuously 
~ '" 

cognizant of the fact, not olily'in connection with Borth Mrica but in all' the 
....... 


areas subsequentlY'l.ibere.ted, that ve IIQ.8t afford every assistance to the liberated.,:, 

governments Who for JII8lt9' years had. been operating in e:d.le and c01l1d not have 

available to them information vi th re8?ect to all the ~e done to their respective 

countries, particularly on the :financial and "onomic fronts. 

It is ap?ropriate to point out at thi8 po~nt also that we too~ st~s to 

proceed with the unbloc::ing of the as.eets of liberated countries only a.:f'ter ve vere 

a88Ured that each of these 'countries had adopted adequate economic and finEUlcial 

control measures to eradicate en~ interest vith1n~heir juri8dictions•. In this 

connection ve ~plied each of the covernments with all information availr.ble 

to us to a88i8t them ln this project. !he eradication of enemy int erest within 
, . 

their Napective countries Y&8 an iJI,Portant prereqa1.ite to. lecuring the defrostinc 

of the1T fundi in ~he lJn1 ted Stat•• as w111 be indicat ed below. inorcler to inBtire 
- . . " I ' 

that non& of theu.ets 1n the lJn1ted States held In the DaIIIe of theae cottDtrles or 


Il1tll.e aame, of thelrDatioDallcOul.d reach the hande of enaies. Moreover.ltwas 


, ill,portut that theM llberat84 ,cO'Wltriel act Wit11:'us 111' ai, "GD.1torm program to 

.... . .: .> - "'.' .:" .; ';" -:: .', ''';.. .<- ~ . . ,'.' ".' .,,; - .~: '. ..' .:.: '" ...... .. '. :~". ' 

eradicate CJel'JllB.Jl and Japaneae' ~nflueDC. Which bad 10 notoriously penetrate 11118117 
< ..' ......~ ~':",,~'.; 

I ~-",: .~.' • ?~~\: ..--~. ' . _ w,.~·.·· ".~, ..- ..... 
'.' .... , " . 
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of the Western lIbropean countries aa vell as the tJD!ted 'Stat ea, in preparation for 

World War II •• 2., Perticipe.tion in the :Financial. Investigations aAA :t.:sta,blishiM the Finaneial 
Control. 111. Ge'D'!lAI11r. 

~ly 111. the aprlnc 'of 1945 the heeS'Ul7 De;PartDent vas urgently requested 

to elve technical ...istance to the ~ in conducting ita financial investigations 
• • • - : I 

vithin Ge~ and to &8sist 111. the 8ate.bliahing of financial controla. In view 

of the ~que opportunlt1 which German capitulation afforded to obtain val:uable 

lnformat.ion from the filea and, records ~ the top pereoxmel of the German ,industrial. 

end financial 8nte~r1aea,.it vaa decided that: the ~re&aury vould assemble a gro~ 
~ 

of people e<pipped for this work and that Mr. Schmidt. Director of Foreign lUnda 

Control, .hould proceed to'Germany to alsiet in cetting these operations under 

. vlq'. 

In Hay, Hr. Schmidt and, 'approximately 36 people proceeded to Fre.nkfurt 

where they vere able to begin their lnvestige.t1ons almost imr.ledie.tely after U-Dlq. 

Some idea of t~e tTPe of vork done can be ge.thered from the folloWing 

brief comments vi th respect to the vork that vas done- during the six weeka fro:r:l 

the middle of May to the end o:f June; 1945: 

Ca) :he It G. larben case. 

Mos t of the files of the heed a4min1stre.tive branch. including 

the private tiles of II8Jl1' of $he top men in I. G. l'arben. are in the poa8easion 

o.f t~e financial illTestige.tive CJ'OU;P. Jmong ,the more strik:ingot the 

material. alr~v \1IlCovere4 have been 

• 
(i) the plg ,followed b.r 1. Q.. Jlarben 111.1939 to 

C8.1IOutiace 1IO'I'e 8ffec'iv817 I. 0.; J'arben 111. the.•i •• 

Co~.l~ &~'~1;'~;~ 'tbehneral .Aniline )I1lm 
. '. .' . 

'. Corporatioll.~ a $6O.miWon .American cheJl1cel combine 
...... "... ....:.. '.. ' ~ '.,."::.~ . 

': . :.. $.. ~~ ..~. ~~.. :~:' ~- .~: 

. ""'.~" '"'. ",' 
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<. oW!led thro~ I. G. C!l.em1e. ~ese fi::ldings give. strong < 

lNp-:>ort to this Govermnent's action 1n vesting Genere.l 

ADilineJ11m Cor.Poretion. 

(11) It,. .ecret list of 101 enter.Prises (both wi thin 

Ge~ ant: throughout the world) in which I. G. J'arben 

baa an interest. !L'h:1s list indicE'.t 8S the ns..ture and 

eztent at I. G. J'arbents interest in each coOpany anc.the· 
.< 

t.ntermedia:r,. thro~ which the interest is held. ~s 

'list nil be invaluable in uncoveriDi,; J'arben induBtries~ 
-
" hitherto effectively camou-~agedt located throu~~ut the 

world. 

(111) Minutes of top directors' meetings in whieh 

import~~t policies and plans of I. G. Farben were dia­

cussed. Among the subjeets to Y~ich such papers relate 

are: I.G. Farben's plan for postwar »~rope on the as-

aur.tption bf Ge::-ma.!l. 'Victory; a plan to IIbrep.,k up" I. G. 

Fa-rben into three or four dif':erent co~a.n!es should 

circumstanceB<req~~re that I. G. Farban be di8Bolved; 

consideration of the ef~activenes8 of the American eco-

AOmie wa.rfare procram in Latin .6merica.; etc. 

(b) lIpber\ Joe ch 01' Stuttgart. 

In this ~ae we haTe "been able to pmeconcluaively thP.t 

important Swedish intereete (Stockholmtshsk:1l4a Jank. whieh i. con­

• 	 t1"01led bY' the Vallenberea). Yh1ch acquired the .American Boach ColJl)8Jl7 

f1"O~ the ~tch"Ken4el.iaohn ud Com;.;lany in 193~1t Were acting for 

':. 

:' 'jI •• 
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, , , 

, German interests 'sinca that time. lbeae fiD41nea Irupport the 'VestiIl4: of 

the .&mericU. 30sch Oo~ b,y'the United Itates aoverDDl~nt. yhich has been 

atrongl.y prot.stad b7 the IWe41eh Oovernaent.' It allO 4emonstrates the 

ineffectiveness of the prelent IWed1e contrOl. &D4. 'it properlY: Used.. 
, ' , 

'Ihould, .ene .... a' .,trong leyer to, t~rce' ''''ebn to a40pt an ef.fective 

proCrD. ',' 

(c) !he Germen ilypn cartel• 

....e haTe alr~ UIlCovered 'f'alUE.ble information concarnine the 

control of 
, 

• lbtch boldine 
' 

compB.I!IT Yhich_controls much of the yorld'e ", .,' 
. . 

, ,~on :industries. Should. ye be able to esb'bllsh a substantlal German \, 

interest in the Da.tch holdiIl4: compan.v. the vesting by the .L P. C. of three 

larce .American companies yould be in order. Endencea belng uncovered. in . '."', 

Ge~. 88 of the end of June, polnted to a substantial German control 

of the Du.tch :comp~. ' 

(4) ~e German Steel Cartel. 
• '. ~< 

Important files of th~ German Steel Cartel were found about the 

middle of June. ,Included in these fl1ea Yere top pollc7 correapondence 
.~. 

" 

. 

, 
" 

, '1t'1th- the, United States, and Latin .berlca relatincto .tepa taken to camoufl~~ 

German interest in American concerns and to protect the Le.tin American 

mrket for the Ge~ Stee11n4uat17 durinc the Yar. 
. " : ....

'(.) '%A. GetinM Jalllyrtpg :mlt~, . 
'.­

. . ~ aame Swa41ah l~teresta Yhich vera C8Z:loD.na.g1Dg' for the.'. 
' 

• 
., .- ,;' , , : . ' , " '. 

Ch:nDait.e~in 't1le Am.r1c~ :BoI1 ch Cae••;rclee cont:fol. GTer Swedi.h S.L],•• 
',:" , 

'. ,', ' ".r • ..' • • • ~ .~.. " :'. ., .' ~ • .. '. , .' . - ."::. ." ~ .- . , ,".' ~. ~.. ""' .. : . " '.. .. .,..' . . 

Which 'oat.el"b17.;·Ovut.he ,hrl.l&Zl ~'J. "Jear1zac DombiDe~ "lDfomatioJl ob- . 

.... . " " ',: •. ; .~:.t;~,...;.~1;~.: ~.~'. ~: ... ; .~':_....~.:.~ ;':"~~-'t: .~ ... ~;~.::~. :'.~_ ~.' '".:_-. ;.•... ~~ .•,.• +l~.....~.:" ." ,':~. .". ..
'.-'":' ­

. killed til lbte "'o~n'!'7 lea4a ""0' -liu.8pect that 'the ~rmana have IlUbatantial 
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•• 
control OTer S.LF. Sweden vhich controle the S.lt.!'. Industry throughout 

the world. Inveetige.t1on tL "b.ie c~le vas just beginning late 1n June. 

(t) %be lord OompanY of Oolo;ne•. 

Information obtained In the recorda of th~ Forll Comp&ny' ahowed 

the manner in ,which the Germn Government c,So.aed _edean intereeta, BUCh 6e , 
..~ 

.' ,.. 
I'tIrdat ,Dearborn, to help lupply the oe_ GoTerIment vith critical me.teriale ' " ' 

, i ' . • 

In 1938 and 1939. .Allo discovered vaethe t"act that: the Directed Vas an 

, &%'dent anli active Bad decore.tec! for his lerTices to the Bad pe.rt;-:,,; J'ord 

ot Cologne, 121 .A;trll lS3~. contribl1ted to' the birthaq. fund bein.g raised bF 

the Bui Party tor Hi tlerls 5Ot~ birthda:ri ,I'ord, in order to Gemanize the 

co~, 101~.tO~ ot the stock of the co~ to·hand-picked Gemen industries ,,-,' 

at haif the market Talue. of vhich I. ,Go. hrben r~celved the le.rgest share. 

!rhe foregoin.g vas accor.lpl1shed by a compe.ra.t~velr- small Itatf vi th ' 

Ter,v primitive operating facilities. AdCitionei profeasional and Itenogr~h1c . 

personnel w:e,rtf .eat, $0 Ge~ as it "as expected that I'IIllCh other inf~rme.tion 

of great importance' could be uncovered. 

In addition to the assisting of theee investigation, the ste£f, under 

the c11rection of Hr. SChDddt. aesisted in developing controls to be established 

in Ge~ vi threspect to all foreign aaaets of Gemans anc1 for admin1aterinc an 

Internal blocking control. .. 
tre~8'I1!7 particip.e,ted act1T~ In the German lnvest1~tive progrem far ., " 

, approrlmr:.te17 a1x months' after which time the War' Department took over complete 

, Hapona1blli,ty for this job.' fhose of the '~eaaur.Y per.onn~ 'al.r~ in ,Gel'!D8JlY 
," ' .. 

• 
, " 

,',"coul~reme1n lJ:1 Ge~ ,and bet:ransferred 'to the V:ar 'Department p'~il. 
" 

In Decemb~r. 1945, !'reas'l117p8rlonriel. commence4 to re,turn to the Stdes. 
, : 

!hose vho remained In Ge~ beceme War Dep&rtment ~o?eea~ !he Stai@ and War 
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Departments were now responsible for a.::n policies for Germany a.l'ld ':'reesu.r:.r's 

• role in this connection under the -!'rading with. the enem;:.r Act as appliedtoGerma.ny 

was determined .b;r the State and War Depertments •. 

3. 	 Partic1p".tion in Pro£rem ro Looted P:o!>e:-tv rpe. Germep htetaN Assets. 

It has alre~v been s~own how the securities: ert 2-~d currp.nc~ co~trol 

progrs.r.:s of the Control were the s:;>ecific measures actopted: to atrike at the enemy 

. looting taCtics. It was alve,.va an objective of Foreie;n IUnds Control to defeat 
.'. 

the measure of Bad looting. In feet. tJu:.t ver:t act of freezing the funds of over­

run countries was directed towards nullifyin&.the Nazi attempts to acqui~e control , 
of the assete of these over-run countries. 

In Januar:;, 1943, thia Government went on formal. record in aup~ort of 

this aspect of the Treasur,y pro,ram and issued a formal declaration ·Beg~rding 

Fo:'ced ~ra::lsfera of Property in Enemy-Controlled Terri toryl. to Which all the 

Allied governments aub£cribed. T".o.e Declaration of January 5, 1943 issuec'. in 

this connection provide~ as follows: 

i'he Uilion of South Africa, . the United St!:.tes of ArneriCl'!., Australia, 

:Belgium, Ce.D.2.da, China, the Cl!:echoslovak Republic, the Uni t~d Kingdom r:f 

Great :Britain and Northern Ireland, the Union of Soviet Socialist ~ublica, 

Greece, India. LuxI!:'!lbo'J.rg, the Nl:'therlands, lel". Zealand, Norwa~'. Po18.!l.d, 

~ugoslav1a. and the French National ComRdttee. • 

. IJlerebT ilsue a formal waru1ng to all concerned, end in partit!uler to 

persons in neutral countries, the~ the.v intend to 40 their utmost to defeat 

the methods of dispossess! on p~.cticed 'b7 the goverm:tenta vi th 1Ih1ch they­

• 
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are at war a&&1nst the cCllJ1tries and peoples who have been 10 wantonly

• assaulted and 4e~o11ed. . 

-Jccordingly the governments making thil declaration end the Frer.ch 

Bational CoBtter- reserve all their. rights to decle.re invalid an..v . 

traDsfers.of. or dealings with.propert?, rights and interests. of an..v 

description whatsoever which are, or ha~e been 8itup.tec. in the territories 

whlcb have come UD.der the occu,ation or control, direct or indirect, of 

the gover~ents with which the,r are at war or which belong-or bev~ belonged, 

to persons, including Juric.ical persons, resiesnts in such territories. 

rus warning ap~.)lied whether such transfers or dee.linge h?ve tEl:en the form 

of ope!l looting or plunder. or of "transactions apysrently legp.l in form, 

. even when they purport to be voluntarily effected. 

'~e governments making t~s declaration and the French Uationel 

Co~ttee sole~y record their solidarity in this matter." 

Subseque:nt~. on February 3:2. 1944, the United Stetes, United Xingd.om 

anc. Unio.n of Soviet Socialist Republics issued a specie.l declaration wi til respect 

to "Gold Purchases" -not to recognize transfers of looted gold ~d not to purchase 

gold from the neutrals which acquired such gold from the Axis powers. SpecificallT. 

the Declaration on Gold Pu.rchases provided a~ follows: 

-On Janua1'7 5, 1943, the Uni ted Stat es and certain others of the ". 

'Un!tK Bations .issued a warning to all concerned. and in particular to 
. . . 

• 
, persons in neut:-al countries, that th87 intend to .40 their utmost to 

defeat the methods of di~osseBsion practiced b.r the governments With 

which they are at War a&ainst the co-.mtries, and peoples who have been 80 

wantonl7 aasaulted and' despoiled. . JUrthermore, 1 t baa been announced 

~ times t~t one of thepur.poses ot the financial and property cont1ols 
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of the United States Government i8 to pr~vent the liqu1d~tion in the 

• United States of a.asets looted b?' the Axi's ,th!'ough duress and cono.u~st • 

'One of the particular:methods of d1~os8ession prp.cticed ~~ tte 

Axis pOWers has been the illegr~ seizure o! large amounts of gold belonGing 

to the nations they be.ve occupied end pl\lD.dered. !he 'Axis powers have pur­

ported to aell suc~ looted gold to va.rious countries which contiaae to 

ma1ntdn diplomatic &!le. comoercial rela.tions with the .A.x1s, 81lC!l gold thereby 

providing an'ill,Portant aource of foreign u:c~e to the Jrls and ena.bl1ng 

lOhe .A:l:ia t~ obtain II11Ch-needec1 b()or~s from .1Ohese countries. 

l~eUnited States !reecur,y has alre~ lOaken measures designed to 
!J 

protect the assets of the invaded conntries a.nd. to prevent the .A.1:is fro!:l 

disposing of looted currencies, aecurities, and other looted aasets on the 

world market. 8iBdlarly, the United States Gavp.r~p.nt cannot in any way 

condone the policy of systematic plundering a.c1.c:Ij;)ted by the Ans or par ticipate 

in ~ w~ directly or indirectly in the unlawful disposition of looted. gold. 

lIn vieW of the foregoinc facts and considerations, the United States 

Government formally declares that it doep not anc will not recognize the 

transference of title to the looted gold which the Jrls at ~v time holds 
. , 

or has,di~osed of in world markets. It further declares that it will be 

the policy of the United Statea !l'ree,sury not to bu7 a.n,y gold presently loceted 
, ' , 

outside of the lOerri torial l1m110a of lOhe 11D1 ted StalOea f,rom an.v country which 

baa not broken relations with the Axis, or from ~ co~try Which a.fter the 

• 
, date of, this announcement acquirea COld trom &aT countrY which has not 

broken relationa with the .bia, 1ml.e_s and until the UD1ted States !l'reasunr 
, w 

1s fally aatiafied that BUch cold 1s 11010 COld which wa.a acquired directly 

or in41rectlyfrom the An_ power. or 1s not gold which au;,y 81lch ccnnt%7 has' 

" -'l8'­
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!leen or is enabled. to release as a result of the acquisition of gold 

• directly or indirectl~ from the Axis powers." . 


~ese two decle:rations were directe!! prima.ril~ towerds the neutrals 


.ince t!:ey were tbe only countries who continued to do 1>usinese wi tIl both Bides .. 
li"wrlll& the var. In tact. i.1 .&.ui;ust. 1944. the tollowiJl6 specific request was 

addressed to the neutrals in connection vi.th the 'gold pb1ic;r: 
• 

'Onite own behalt ..;..- govern:r.tent· vi11 .not acquire any interest in 

or receive tor depoBi t gold in which any person lnGe~ and associl"'.ted 

countries. or occupied ierri tori es. lias e.n interest, and the receipt or 

&equiBi tion of "'.lch gold or of any interept in such gold by- persons or 

entities with - jurisdictbn in cluding the"";' national banl:, will be 

forbie.e.en bY' the .:..- goverD.I:lent. Moreover:1 t will not perr:.i t the' importation 

into -- for sa!'ekeeping or for storage in bond. gold in which e.!l.Y 

individu..el in Gerna,ny and aSBocil".ted countries or occupied. territories he.s 

an interest. nor will the governrne~t of ---- allow its currency or othp.r 

currencies to be made available on behalf of. or to, any such ~~rsonses 

described in foregoing ~r or agdnst gold held ie ----- already." 

In August. 1944, the 44 nations represented at the Bretton Woods 
. . . 

Conference adopted Resolution VI. which not onlY' was directed to the proble1!l of . 
Ge~ external assets. but to t~e problem of looted pro~e~ty including looted 

•
cold. Beaolut10n VI read as follows:.. 

-wberaaa. in anticipation ot-their lmpendine defeat, en~ leeders, 

en~ nationals, end their collaborators are transferring assets to and 

• • thrOU&h neutral countries in order to conceT'..l them and to perpetuate their 

influence. power. and ..billty to plan future -.gre.nd1zement and world .' . 

domination, thu.s Jeopardizing the ef!"orts or the United Na,tionB to eskbl1sb. 
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and p! rmanently maintein pee.ceful internationel relations: 

• lIW'hereas, enem.Y' countries end their ne.tionals hP.ve ta.~en the prope!'ty 

of occupied countn. 8S end. their nationals by open loot:ng end plunder, by 

forcing transfers ~der duress, as well ~s by subtle and complex devices, 

·often operated t!l1'OU8h the agency of their puppet governments, to give the 

cloak: of legality to their robbel'7 and to .ecure ownership and control 

of enterPrises in. the postwar period; 

. rtlhereas, enelV co·.:ntries end their Il.£tionals l'lP.ve elso t thrOUg:l selea 

end other ~ethods of transfer, run the chain of their owne~sh1p ana control 0/ 

!J 

throu£h occupied e.:o.d. neutral countries, thus me..:d.riC t!'le prc'!::lem of d1 scloeure 

and disentp..Il£lement one of int~rIl.2.tione.l chera.cter; 

Whereas, the United Dations have deele.red their intention to c.otheir 

ut~ost to defent the Eet~ods of Cispos~essi~n prae~iced by the ener.~. hP-ve 

reserved their ri~~t to declere invalid &ny tr&nsfers of property bplonGing 

to persons within occupied territor.7. an~ beve t~:en neps~~s tc protect 

and. se!'ec-uard propert;r, wi thin their respective jurisdietions, owned b7 

occ~ied countries ~~d their ne.tionals, as well as to prevent the disposal 

of lo~ed pro~erty in United Bations mar~ets; therefore 

·!.he United Bations Monetal'7 and Finencial Conference 

1. !rakes note .of and fully supports .teps teken by the United.Netil)ns 

tor the purpose of: 

(a) Vnc~veringt .egregating, controlling, and making £p?ropriate 

cU.sposi tion of enemy assets: 

• (b) . Preventing t~liqu1dption of property looted ~ the ene~~, 

locating end tracing oW11ership and control of such loot ed prop.rty, 

ana taking aY,Jropriate meEB"llreS wi.th e. view to resteration to its 

lawful owners; 
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..' 2. llecomnends: 

• b.t all Gover!ltlents of countries repr~sented at· this Conference take 

action consistent vi th their rele.tions with the countries at we.r to call 

12IPon the Governments of neutral countries 

(a) !o take immediate measurea to prevent ell? disposition or tre.ns­

fer within territories subject to their jurisEiction of ~v 

(1) Aaeets beloaging to the Goverllr.1ent or any iD4ividW?J..s 

or iastitutions Vi thin those U.D.1 ted He.t1ons occu;;>ied b,- t:!1.e 

e:l~; and 

(2) Looted gold, currency. art objects, secuT1ties, other 

evidence.s of ownership in financie.l or business enterprilee 

and of other assets looted 17 the ene~: as well' .. to uncover,. 

eeEre,ete and hold e.t the Eisposi tion of the pO fl t-l1'beration 

authori ties in t~e appropriete countr;v BllY such assets wi tHn 

territor,y subject to their juri&diction; 

(b) !o tru:e immediate measares to prevent the eonceelm~~t b~ 

fraudulent meeJle or otherwise within countries subject to their 

jurisdiction of aQ7 

(1) . Assets be1ong1~ to. or alleced to belon~to. the Govern­

mentof az::I7 indiT.1duals Or institutions vithin ene~r cOUlltries; 

(2) .A.asetsbeloDE:1nc to. or alleced to b~lonc to, enemy 

leaders, their a.societel and'collaborators; and 

to facil1 tate their ultimate' 4eliv&ry to the pos t-armiBtice authorities . 

• • one of the neu.tral ~ountr1es bae. adopted ~v of'theae resolutions b7 the .. 
time hoatil1ties cRaed. III.' fact. -ill. FebruarT. 1945. a apecip.l misBion. the 

ao-called Currie Mia81on, conaiating ef the U. S. ~ U.L e.r d Fre:lch repre-. 
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• 
• 

sentatives was sent to &wi tzerle..."'ld to secure, MOog ot'!:e!. thing!:'. a cOl'!l'!li t­

ment on t~s gold polie.r• 

!he following rel~ts were achieved by the Currie Missio~: 
, 

~ I¥it;erland Froze ell Gerncn Assets. 

On lebrc.a1"Y 16, 1945, the Swiss Federal G()vernr.1en" iss-....ed a 

decree freezing ell assets in Switzerland of Ge~s end persons in 

GemaD.' "oceupi ed terri t017. 

Significantly, :Berlin, ilDl'!lediately after the ilS".l8Jl.ce of' this 

decree, recelled home the economic mission which it had Bent to n8go­

ti~te with the Swiss. 

~ Jl!.1.il!:e"'lend Agr\!lf'!; to !:.'€,ke Other Freezin& .Action. 

!l!he SWiss Government agreed to tig!'lten certain already exist­

ent freezing controls and, upon the receipt of instructions from 

us, to freeze the assets of Japan, J'1nlencl, P.u.mc"!.nit> , ane. J3.~l"'rin. 

The freezins of Finland, ]u1gr:ria, and ~Ania was postponed in 

order the.t we might first cleer suc~ action with tne ~~ssie.ns, inas­

much as the Russian Government did ~ot pertici~.te in the negoti~tion!. 

It was decided by us to postpone the f'reezing ct Japan for reeeons 

which I will be Clad to~lain orally• 
• 

• 

In this ,connection, the Swiss Government elso declared in 

wri ting thit 1 t w111 Ipre-vent the concealment,. diBposi1l€ of, or 

4i8sipation of' aslets of' persoDS fellin& under the various block­

ing decrees issued b7 the Swiss (Jov·ertll:lent in the part o'r. Yhich it 

will enact in the f'uture or the execution of' trP~sactions f'or or 

on b~;alf' of' suchpersone designed to elude or evade such con­

. troll aa are now in effect in In. Swltzerland or hereafter established.­
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• 
~ SWiss m.ack M.1rkets in Dollars anc" Other FQt~i&n Ourrenc1es 
Bave :Been El.lm1neted • 

!he Swiss, b,y decree of March 3, 1~4S, beve probi~ited the 

importation, exportation, and all traC!.ing vi thin $wi herle.nd in the 

eurrency of a.ny foreign country. !his measure'stops ellbla.ek market 

. ~.dealings in dollars, sterling, francs, atc. and prevents Germans '" .... 
trom continuing to 8ell in Switzerland currencies they have ta1t:en 

. trom occupied ccuntnes. 

N,) "'ias Stowed Purchasing Gold troll Ge::pr,ny forOrdinr.r;t' Fine,nc1p.1 
Ope?'ati on'•• 

!he Swiss Government has agree~ to cease ~~c~~sing any more 
.'} . 

gold froll Germl!i!.IlY' exce:ot to provide funds for Geme.n diplomatic , 

expenses in Switzerland. care of Germcn prisoners of war~ anc pay­

:ments to the American ,Red Oross. Aa a result of this step, pa~-

ments maae by Germans to persons in Switzetland. including p~vcents 

to 8t~d-st1ll crea1tors, will cease, ~nce the GercanB were ac­

q,uirin& Swiss, francs vi th v!-..ich to melte such p~!"menh b;:" the sale of 

gold. 

In this connection TOU vill be interested to learn thet Mr. 

Weber, President of the Swiss National :Bank, ~~de the observation to 

me that he supposed ve did nat reelite 1t, 'b-..lt b7 forcint; the' 

&win Government to cease parche.sin& gold from Ge:T"~ ve vere ef-
!.­

... 

!actively killing the !ank for Internatio~l Settlements. Be 8%­. . . . 

plained t!u:.t the chief &aeet· of the :SIS vas a cle.1m agp..inst Ge!'me.n,.v 

• and that the only vq in vh1chth1a claim vas being liqu1dJ:.-.ted vas 

'b7 tha use of German COld. 
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<'&1 Swiss Commitment to '1'eke a Census of J'oreim Assets 

• 
lImasculrteB Mss ?e.n1d.DP" Secrecv • ' . 

!he Swiss Government agreed to take a census of all assets 

held in or thro~h Swi tzerle.n.d by ne.tioneJ.s a! ell coUntries now 

or hereafter sucje:t to Swisstreedng clecrees. rus means a 
. 

census of tlie aBS;!ts of all lIu.ropee.n ca::.ntries other than Sweden, 

. Spain. Portugnl, and !l!Urkey. In acreeing to tel:e this census, 

the Swiss recognize that for the first tl~e in Swiss history all 
. 

banks, la~ers. holding co qmn1.e s , etc•• will be foreee. to dis­

close to the Swiss Government the names of the true Qfners of
., 


assets being held throug~ Switzerland. This co~tment Ves 


obtained with gre~t'dif!icu1ty and only because the Ame=ican 


delegr-tion Vas adamant. 


~ Fount',&t1on Le,1d for Securing Swiss COPller&tion in Post­

Wn: Jllie~ Control of German External AlStts. 

!:!he Swiss Gcvern.'1'Ient is now conrni tted not to release Geti.'lan 

blocked aBsets'without firEt consulting the postwer Allied 

Mili tar;v Govern:r.tent of Ge~v. ,:Sis result was ac!'-.1eved by 

pressing the Swiss to agree net to relu ~ of i te freezing con­

trols without cons'.1l, ting the government of the blocked CO".:lltr;,'. 

In addition to it 8 importance in the Germe.n progran, the cornmitmen1ioi, 

will be Yer,:r helpful to the postwar financi21pro&rams of the lib­

erate~ countries. 

fsl §\dtgerla..,d to Assist in Restoretion or Looted Propertv. 

!he Swiss Government made a general commitment.on it~ own 

behalf and that or the Prlnclpalit7 of LiChtenstein to prevent the 

terri tori of· Sw1herland and Lichtenstein from being used, afor ".the. 
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UIP08al,' cpneee.lment, or reception ot aiBE'tl vhlchmay hr~e been 

• 
. '. " . 

, ~en l11epl.lJr or under duresl during the 'War" and that PeveJ7 

tacilit7 'Will be gt.en to the 41sposseased owners to c18!m in 

"'1tzerland and Lichten.tein their useta tound there.', 

In ftturn' tor the toregoinc;, 'We C£.ve nothinc to the Swi8B. 

'!hi8 achievement 'Wal mAde poaaible o~ because Mr. Ou.rr1e 

was willing to 'throw hi, full 'Weight behind, this aspect of the 

negotiations and to take thepo~ition that action ~ the Swiss In 

, t.his .ph~re 'Was a .ine ~ IlOno! lUll trade agreement between 
. ~ . )' ­

.itt:erland and the Jll1edcountries represented. 
&S 

In these negotiationa,/".ll as in all the negotiations looking towe.rd the 

,original gold declfl,ration, Bretton Woods, :Besoiution VI, (l.J:!.l. aubse(!uent develop­

mentl, representati.es of Foreign Funds ,Oontrol played a dominant role, althO',:,gh 

, the actual negotiations vi th the neutral go.ernments 'With respect to German ex~e~: ' 

aS8eta and looted gold Were the prime res,onsiblllty of the St~te Depart~ent • 

.Accordinatly, It ia considered apprpprlate here to r:eviev the hieto::ry of the nego­

tiations,,1 th the Swias and Swedish cO.ernmenta vhich vere conduct'ed InWashin:to~ 

in the .pring and 'ear17 lIUJIII:lel" of 1946. . .~ . 

~~i" Jtgptiationa. 

- !rhe IJ11.POrtance 'With 'Which the .&llled Go.ernment. rteved German J 
, ' . . ' . .. .,.. 

ezterDAl uaeti. eapeclall¥ 1 n the n~tral countries. 'Waa' eJU.Phas1sed ,in . -, ' 
" '. 

- ... the 'otadam Declaration of J.uca.ata~' 1945, i8sued 'bY the pvel"nmenta of the 
," .",,:. . .,-"" ".,,", .' ..... " .. 

• 
tJD1t~ 8~ate., thUle! E1ngdoia•.anA 17A10~ '~f Soviet JSocleliBt ltepubllca• 

. '., _, .: "'~ ,,0 '" .; _ ...'~ ": _,' _-'. 

..... 

'Article. I ad ... ot thi8 'hCia.re'tlon provi4e4the.t the .&ll1e4 Control Council 
';,- _ - 1 :,7, <- .. 'lJ ,';":-,':~ . :::.;:,~:"~',~~_:~:-. :'~ ~.' ,.'::: ~,,' ,'\ ' " " 

tor. ~1'IDIU'lT .~4 ~erd.~~:"a,~l'O:~,~,~~r~BD4 u;ve ''the ~er to 41.poae ot..;: . , .. '.. . ' 

, ' ., ' 

, -a , 
, » 
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Gercan ezternal aS8ets not already un~er the control of the United 

~ 	 5et1~ns. In addition to ellocetin€ thp"~isposltion of GerrnP~ externa~ 

a8se~s. the PotadaJ!l Declar-:tion provided ,tb t the Uni tee. Stater;. Unl ted 

IlngdoID. and other appropriate me~bers of the United Nati~ns. exclusive of 

the Union of Soviet Socialist :Bepub1iCl. vould derive reparetion p8\'''!ilente 

trom German enemel anets in .neutral cOIlntrieB • 

. On October 30, 1945. IN.I:'Suant to the Potsdam Declaration. the Allied 

Control Co:mcll for Gel'7ll2Jl3' i8sued I.e." lio., 5. One of the priDi&r;r obj ectives 
, 	 . 

of thiB 't'estinc decree val to pro%3ote -international peace 8lld collective 

Bec'tlI'i ty b;; 	the e1iminati on of. the German~ var pot.~ntial.. I 

In February 1946. the Swiss Government vas invited to lend a 

de1ecation to the United States to discuss with rep~~.e!ltative8 of the 

Governments of the United States. United Iln~dom. and Fr~e. qu~stion8 

arisin« out of Law 10. 5 as it related to Gerr.2.!l external assets in Switzer­
. 	 ' 

land and the Principality of Liechtenstein. The representatives of the 

Uni ted States, Uni ted Iln:?do~ and F!-a.nce vere slso acting on behalf of 

the gover!l.'"!Ients of Albania. Australia. Belgium. Canau.• Den":l2.X'k. E.:..."""I1j,)t. 

Greece. India, Luxembourg, J'orw,v. liew Zealand. the Netherlands, Czechoslovald. a II 

Union ot: South Africa. and Yugoslavia. 

~e Swiss Forei«n Office vas advised in!or.oally that the dis­

eualiona in Waabington would deal with: (1) the marahallin.e; and lit'!.uidation of ' 

German a88ets in lwitterland.and the utilization of the proceeds from the 

•• 
. 	 , 

liquid£.tion 	for r~ration purposes; (2) procedures for the retur:i to rie:ht:f'ul 

.owners ot looted property, including gold looted 'by the Germani which miGht 

have foUDd ita ·v..,. into ,SWitzerland. .In 8a..d1tio~ the Jllied GovermDenta 
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indicated that after these basic.objectives haf been &tt~i~ed they would. ' 

• 	 take 'Up with the Swiss Delecation questions relating to the Proclaimed and 

Statutor,y Lists, the atatusof Swiss assete blocked 1n the United States and 

other JJ.11ed BationB. and Swiss claims age.1nst Germa.llY. ' 
" , 

In l'ebruar,y. 1945, Hr. Bandolph Paul vas designated ,Special 

.Aas1Btant to the President in ~ce of the Allied-Swies neCO,tlaUone for 

the United States Government., :'01' tVo years during the val' Mr.Paulv8.a 

Gene:-al Counsel of the !rreaaur,y Department and Acting Secreta17 of the 
. ­

!resau.ry 1n charge of Foreign Punds Control. ' Hr. Paul vaa chien1 assisted 

in the negotiations by· representatives of the StE'ote Ih:rpartcent incl"11ding, 

amoDe other., Mr. Seymour J. !nbin. DepUty Director of the Office of Economic 

Security Controls; and "u.yrepresentatlves of the Treasury Department including' 

Mr. Orvis A., Schmie.t. Director of Fore!gn Fwlc.s Control'; Nr.Joseph ~. 

'J'riedr.la.n • .Assistant Aenere.l Counsel; If:-. James Ii. Mann. !reasury Represen~ 

taUve • .Americ<:.n Legation .. :Bern; Mr. Melville E. Locker, .taff me:nber ,of 

the General Counlel's Office,of'the' !rreasury; and Mrs~ Rella ~ Shwart2. 

Chief of lQforcement DiviSion, Foreign lUnds Control. 

Hr. F. W. McCombe, Chief of Chs.r1ta°:le InstitUtions, vas hep.d 

of the delegation ,from the United Ilngdom. Kr.McCo~be, who had been in the, 

,:Bri t1ahEmbe.ss1 in Was:.ungton ciuring the cree.ter pa.rt of the Val', vorkin; ~, 
, 	 . . . 

on economic varfare problems, Itas aas1st8d ltr Hr• .Alb ert Frost r£ the 

Brit1ah lDrnbaasy inWash1ngton. 

Mr. ~e;Ql charglleraud vas hend of ~he delegation frClll Fre.nce~ Be 

• 

, ' 


Vas Director of the BloeUs Division of the 7oreip. ,Office an4 .e!'Ved as 
'~ 

7reuch r~pre.entative onthf! 'Carrie Hi••iDA. ' Kr. Chuperau4 Val "B~&ted 
. . 	 . . '. . 

'b1 M. ltdle Gu.1onin of Iloc· '.S. a.D.e,' KesBra. MarCel Ta1d1e and lernard 'eTrOt . 
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• 
des BaChO~B of the Frenc~ Ibbassy in !ern• 

Hr. Walter Stucki, Chief of the Division of Foreign Affairs, 

Federel Political Depa~tment, was head of the SwissDeleg~tion. Mr. Stuc~ 

• 


Was assisted by M. Eberhard I:rnst lieinh&rdt. Chief of Feder;.l Ad..'!I1nif>trr:tion 

of J'ine.nce; l{• .Alfred Birs, ,Director General, me.ber c..f Directorde. of Swiss 

Jiational. 3ank, X.Max Schwab, Director, ChaimNl of :Board, Swiss Office of 

COt!pe~8ation; Professor Dietrich Schindler, Lege! Conaulte.nt. Federcl 

Political D~artme~t; M. Rei~rdt Bohl, Chief of Clai~s a.~a !br~ign Int~rests 

. ­
Section, Federal Political D~artment; and a group or technical ~erts. 

Professor William Bap:;>ard was ae.v1ser to ~he Deleg~t1 on., 

!he ~ied-Sw1ss negoti&t1ons were conducted in Was~ington. ~~e 

first plenary session WaB held on March 18, ·19~. -In his opening st~te~ent 

Mr. Paul ad.vised the Swiss' thet: 

(i) The dual objectives of the negotiations were to eliminate 
, 

the Ge-rman war potentiel in Swi tzerla.n,d, and to ~:e all GeT'lle.D. as-

Bets in Switzerland available for reoar~tiJns.- . 
(ii) ~ne Allies in no way q~e~t10ned the pri~ciple of,n~~trF.lity 

and were fully cognizant of Switzerland's difficult position during 

the war. 

(iii) !be Allies Bought conplete cooper~tion of the ~f!S6 in 

making German property-aDd German assete available for r~aration 

aDd reconstruction in: 8uch a manner as to eliminate the use of Gerr.v:..n 

assets in 8Irri tzerlandfor future war 'or BE;gresBi ')n. In no w,v waB 

neutral prope~ty nor assets of Switzerland or her nationals enco~assed 

within the Allied obJectiY••• 
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Mr. Stucki.. in h.is opening remarks ste.ted tha.t: 

• (i) Swlherland18 Yar record during the we.r ~ea.rs Yas above 

reproach. 

(ii) Swit,erland had long opposed Wa~iism. 

(lli) T.be Sw1ssopposed~pllcatlon of Law No. 5 to Switze~land 

.. an act in contraTentlon of lwiss sOTerei~tr. If the Bitler 

GoTerument had made Buch a request of Swltzerl£nd before the out-

brea..'c 
~ 

o! the Yar. or during the .Yar. the Swiss Goverm:1ent would 

not heve honored it. The legal status of the Allled Control Council 
': 

in Ge:n::1S.:QZ" Yas no different then the lege.l statue of the Hi tler 

Gover.Dr.lent of Goemany. 

(iv) Under the Swiss constitution the Swiss had no right to 

e%propriate any assets in Switzerland nor to hand the~ over to a 
. 

third party. Looted propert7. hoveTer, coulc be returned to lawful 

owners. 

(v) If it Were posstble to find a solution th:;t would t&,',:e 

into account nati 01lE'~ and illterna.tio~ la)!, as newed by the' Swiss 

Government, the Swiss 'would be most haPJ'lY and very reee..v to co­

operate with all good will toward this reelizatlon.P 
. 

During 
, 

the first week of negotiations the SWise dealt almost, 
, 

excluslv.,ly With their new of ,the legal obstacle. to the application of 

Law No.5 to Switzerland. On Kerch 19. the Allied Delegations Bet forth 

their Tie"'B Qn this legal question in amemore.ud:wD to the SwiS8 ~ follon: 

(i) 	 !he Allie~ Control Council 'for GermanT con8tituted the present 
•

.b t~cto IOTerDl'llent of Gel"!llB.tl1'. 

'331652 
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(11) !rh.e only legal act necesBer~ on behalf of the Swiss Goyern­
" I 

• ment Was recognition ·01' the binding effect of Law No.5 in Switzerle~~ 

unaer accepie~ principles of co~t7 ana internet10n&1lnw. 

(Hi) The Swiss feat thE:.t.l.wli..tlli refugees fron Ger:t:lallY woule. 

• 


.be cov£!'e~ by ~he terms of Law No. 5 Was unjustified. Article 3 of 

Law No. 5 JM~e the law appliceble only to a88ets owned by German 

national& who enjoyed full rights of Gerne.n ei tizens::Jp unaer Reich 

law at ~ time cinee September 1, l!?3?, and Who at any' ti!!1e since. 
thet date bed been in the. terri~orythen under control .01' the Reieh 

Govern."!Ient. Accordin&l~, ~ ~1-efugee8 in Sw1 tzerlr..nd w:howere 

deprived of their cithenahip by the llurenburg laws. or politiccl 

ref~eea whom the Germe.n Gover!llllent ~ght hE-ve deprived of their 

citizenship, were specifically excluded from the effect! of Law No. S. 

(iv) Law No. 5 did not .request the Swiss GOver!llllent to hive extra. ­

territorial e!:ect to a confiscatory lew. It provi~ed that the 

question of coiapensetion t~ Germalls. whose propert~ Was coverelib7 

the decree vas a matter to be settled b~ the ~l1ed Oontrol Oouncil. 

In this ~onneetion. it was the intention of the governments of the 

.Allied DelegP.tionB to recor.t:nend to the .Allied. Oontrol Council thc.t 
. , .. 

. compensation in reic:hsnarka be.pa.1e. to persons affected b~r ,weJtl No. S. 
,r " ... 

Moreover, b7 virtue of the current importation of foodstuffs into 

Ge~ by the .Alliea llations, over-e.ll cotrpenaetion to Germe.n.v va!! in 

effect being made•. 

(v)~e implementatl on of Law llo. 5 bZ' the Swiss would not 

violate the principles of neutrality. Internetionel law encouraged 

.reco~ tion in ~ jurisdiction of a' dUL,. authorized ~overnment ane. of 
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the laws of a foreign co-.rerriment. lIeferenee vas made to the action 

• 
, , , 

of the united States Government in connection with the decreel issued 

in 1940 ~'the loyal. l'etherlandIGo",:ernme:nt..:in:-e:dle and t~e lTorwei:1an 

Government.' , 

(vI) 'fhe8w1as had no bas18 upon which to ma.ke an analo€:" between 

"the I:tttler regime and the mied Control Council.' .Account' ,must 

'be takenllot oDl.;y of\he cbBracter of the covernment now ~ng the 

requ.!!8t. but also the Wle to which the .Allied Control Council intended 

to pu~ t~e ..seta. 

On Karch 21. the 1Wi81 wbr.ti tted the following preposd: 

(i) !'he Swill Government would. thl'Otlgh 'appropriate measures. 

liquidate all property in Swi tzerla."ld owned ~ Germans in Germany-. 

(11) The anet.• derived from the ltcni4&.t1on would be earms.rkad', ., 
for Swi8S clains against Germans in Ge~. 

(iii) !o provide the 8wi88 with a legal ,basis for ef!ecting thia 

plan. the Allied Control Council should aasume the liability to collect 

in reichalD2.rl:s debts ow111& ,to SWi8S Dationals by Germans in Germa..n.v. ' 

!'hese re1chamarka would be devoted to compensating Gercans whoae 

propE'rty or aasets in Sv1 tzerland vere liqu1datee. purSUBJlt to the 

Sv1lspreposal. ' 

!he .Allied Delecations refused toacc~tthe Swiss prg,posal. In .,.. 

a memorandum on Karch 22. iheir obJections were 8Ummarized a8 follows: _.... - '. . 

, . {i) !he8w1s8 pro.posai,re~eatedthe Allies to 41recttheir 
. . . . .­

• obJectives to thesinl1e purpose of making the JUlied Control Council 

a collectioll aceDqtor \he aole benet! t of the 8wi8scla1mants against 
. : ' , . 

" .. , '" ~~# 

a ~t-Ge~. -puiliCla41JIC thoae cla1lian~a v~ae 'claim. &rose throu( 
.:. .; . .. :.: ... .. . ..' .'. . 

, 
'. ~. , 



assisting Germany during the war. 

• (11) ~e Swiss proposal ignored all e.spects of the seC".1ri t;" 

object.ive. It indicpted no,willingness to proTid.e for .Allied-Swiss 

• 


cooperation to realize this objective. 

(iii) Implicit In the Swiss proposal Was a recognition thP-t 

there were no consi t·..:.t1onal difficulties involved in Swiss liq·J.idl"'tio:l. 

,of Ge::-me..n assets in Switzerland, vhichcOI4ld not be overCO'!l1e if 

compensation in Te!chsmcrka were paid to Gercan owners and creditors 

whose property was ~overed by ~w Bo. S. 

In the same me~ore.ndum t~e Allied Delegations outlined a plan to 
!) 

furt.her CO!lBtruC?tive discussion of t~e pro~lems. p:ooposi'!lC the.t: 

. '(i) GeIT"~ aSBets as defi:ted in L:ov 'No. 5 Bhot;J.d be li(!"llie.ate.d 

by an agency to be designeted. by common agreenent bet"'een the SYiss 

GoverD.r.'!ent e..."ld the three Allied. Govern..rnents. 

(11) Proceeds o! liq-u..idet1('\n sb.o·u.1d be depoe1 tee. in a s})Pc1al 

account in t:"c: &oriss Natio'iE'l !!"..nk. 

(iii) The sum eo depos! ted. sho"Jld be transferred. to tl:e three 

Allied Gavern..~ente on their reque~t. subject to ded~ctic.ns of 
\ 

proper Swi ss collecti"n expenses. 

(iv) Agreeme"lt on the above s~oule. b,ecome e!,:"ective at the 

j,
time that the proper Allied authorlties provid.edco~:,:.:>ensation in 

relchsI:lS.rks. to Germans whOle propert;v would be l1quideted. with the 

aception of war criminals,etc. 

!he 8 .. 1.S6 r82.ction, to thl'• .Allied proposal indicated that the 

reasons tor the' Swin tailure to coJqply vi th the .Allied requests Were reasonl 

ot cped1ency aDd not ot lav. ~e .118 immediately agreed to vat:"'e their 
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Claim8 acain8t Ge~ ari a1ng out of advances made b;y 8111 herland to 

• 
, '. . 

GermaJl1' during 'Ule course of the var. ~e, intimated, however. tbat other 

8wias claims would entirely"'ezba:ust. tuq fw:I..ds which might arlse out of 

liqu1dRtion of 4erma,nproperty in Swi tlerland. In the liGht of th~ .Allied 

aemorandWl. they indicated that 'Ul87 could DOt accept 'Ule .anied proposel. 

but would look to international arbitration for the lolution.~ the problem. 

In a BUblequent aemor~um of March 26, the 8wiljpointed out 

that: 

(1) !hey would be w1l1inc to keep the .Allied Governments. full, '. , 

advised Df measures taken lr/ the Swtss in ferreting O"..::.t German 
.. 

alsets, although the, would not pe~it administretive activities 

of foreign officials on Swiss, 80il. 

(11) The only manner in wMcp German assets in Swi herland could 

be liquideted and turned over to the .Allied Control Council would 

be for the Allies to turn over Swiss assets in Germer~ to Switzerland 

on the beds cif a 'capitel, clearing. I 

In no event co"Jld the ~'iES enter into an sgreenent which 

would provide for German aBsets in awi herland to be devot ed to 

reparetions. !hey coaddered thetparticipE'.tion in such a program 

wo'!ll.d be contn.1"7 to all principles of: neu.tral1t;.r. 

On "reh 25, it wa.a agreed thE't progre8s of the nec;otiatlons would 

be improved if coatteea were eateblished to deal with particular problema.. 

!hree committees were therefore est~iahe4: (1) a Co~ttee on Procedures, 

• 

. . . . ' . 


to detem.ine proQedurel tor ·liquidating German assets in &vi tzerland; 

(2) a ..Co~ ttee on -Cla.1m.. to' cona14er ~88 cla.1ms 
. :" -+. 

:(3) a Oo~ ttee 0~'·CJo1d. to diSCU88 principally the status and treatment of 
,. ... .." 

331656 
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'. . 

'he l~oted gold in sWitzerland. Several meetings of these comr~ttees 

• . "ere held. dur~ll& the veek of March,25 • 

!:heactiv1ties of the committees and further over-all discussions' 

Vere une'xp~ctedly BUspelided because of l:'r•.Stucki r 8 departure for' Swi tzerland 
, . ' . . . : . . 

on March 31 to report to hislOvernment and receive new InstrUctiolls. 

.,'~n .Karch 29,. prior to Mr•. Stucl~lsreturn' to Switzerle.na, the 

.Allies wmrned 'up their position in a memq:re.nd;am stating .that: 

. (i) '!4e vord· Irepe.ratiol!B" V~8 apparently be1ne iai'aunderstood 

bt'hlt·;fVt....~,;-~~·SW1s8 vere not belnc asked topE.rticipete 1n. a 

pun1 tive program, .but rather 1~ aprocrem of reconstr.lctlnc the damage' 

and 108ses suffered during the war. !he Allies recognized that Swiss 
, ';. 

nationals suffered 10.se8, ~.lttheJllied 108ses were more extensive 

In character and Included dal:leees directly E. ttri b.~table to t~ War, 
",,\, 

from which· the Swi8S·. hadesi:::aped. 

(11) To remove any criticism th£.t the~· weTe attemptin~ to 1nvp.A.e 

Swiss sovereignty, the .All1.es proposed the.t the li(!lliti.E:tion of German 

interests be handl.ed b::- a Swiss acenc~' wbich wOllld cooperate wi th a 

Jolnt Swiss-.All1ed commission •. Disputed questions were to be refer!"ed 
.. ',' , 

toarbitrat1on~ 

(iii) !he .Allies could not recognize'the various categories of 

Swiss claime acaiust Gel"ZllEll31'. !'hey proposed the.t the only v,v 

-". 8w1 tEerland could DoW secure ~ compensatlon for her claims Vas to 

• 
agree to settle '11:e matter vi th 'he ..Allies' on .a 'baai. consll1tent vi th ... :.! 

. Qel"J!l8.D,.Vt. status asa.'bankrIlpt nat10n. • 
, . ' , 

.(iv) . !he 'Allies verep:repare4,oe&ree t~ "r~trocedefr to "1tzer­

land a ~ rcentace ot ,he procee4s re.ultine from the llqa1dation of 

-;. ",­ ·331657 
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;• 

German assets in Sw1tzerla!ld• 

. , 

• . (v) ~e first $85.000,000 collected froD the liC!.u1dP.tion of 

l.Geman aneta was to be t".lrned over to the Inter-Govermnentp.1 

Cor.unittee on Refugees, in acc,ordance vith the Pg.rh P.eparfltion 

~ement,to be devoted to the relief of non-r~atriable 

TicUms of lad e.ction. 

(vi) !he Sv1ss regulations Md pu".:llic declarations vi th respz ct 

,to 109ted property should be' 8p?lied to CQld. At least $800,000.OJo 
- . 

worth ,of. COld transferred W Germa.n..v during the Ver to institutions 

in Mtzerland was loot. 

Subsequently, on March 31, a au:!?Pleniente1 memorandum Vas pre8ented 
, . 

to Mr. Stuek1. ,It included technical fecta with respect to looted gold 

in Switlerland. After 418Countin5 certain classes of Swiss. claims e.gai~Bt .' ,­

'Germany- such as, for ex.a.mple. the German deficit in the Swiss-Gerr:\E'.n clearing,:. 
. . 

the memorandum proposed the allocation to,Switzerlan~ of ao percent of the 

proceeds of liquidation of Ger.r~ aseets in Switzerlend plus a 2 percent 

collection fee • 

. Mr. Stucki returned to Washington from Sv1 tterlplldon Aprii 2. ' 

Be first coJll!!1'Wl1cated vi tl1 the Allied Delei:<~tioris on April U in a le tter . 

VMel:'- 8tDII1:led up the current Swiss podtionon the lesu.el being nei:ot1ate~: 

(i) !he Swiss Government 41d not recocn1ze ,that Lew 1'0. 5 g..ve 

the .Allies ariT lecel cld%:! to:: the lUlTender of Germe.n assets in 

Jv1tzer1e.nd. 

• (1i) !he SWi8S con8idered 1nequ1tablethe .L1lied proposal that 
, , 

8witzerl&D4participate to the extent ot 20 percent 121 the pro­
~ 

, oe84s ot1iqu1dated usets. !he7 again recon:l":lendee the.t th. issue be. 

n.bm1tt.e4. ~o 'an ~nt.erl1&tloDal. court ot arbitration. 
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(iii) !he Swiss characteri~ed as incor~ect the Allie~ esti~~tes 

• ~d conclusions vi th res:pect to loot ed. gold in Swi tcerle.nd. ~he 

. . 
SwiBs lational ~ Vas innocent in connectionw!th its purcnaees of 

• 


cold trom the Ge!"me.ns during the var. ![Ihe questicn of restoring :!'ossibl? 

looted c:old to the lee! timate owners cOllld only be decided by' the s-.'iss 

~ederal !rribunal. 

(iv) Deepi te the above, the Swiss Government ve.s ,,1l1ine to cede 

to the Allies, for the rehe.bllitation and reconstructio!l. of Europe, 

a percentage of the proceeds of the "seets liQuid£tee. in Swi herle.c.d 

beloaging to Germans residing in Germe4Y. In e.d~ition. the &~iS8 

Government agreed to submit to the Swiss Parliat:lent a yropospj. to 

make availeble to the Allies a part of the gold whic~ the ~~8S 

National Bank acquired from Ge~v after Februn~ 23, 1;44. th~ date 

onvhichSwitzerl~~d received notice of the Decl~retion on Gold ~~c~ses.· 

These Swiss concessipns. however. vere contingent upon the u.~block1n& 

of Swiss assets in the Un! ted Stet es and. the terminaticn of continued 

discriminations S€ainst 8witzerlp~d. 

On .4;>ril 12, on behalf of the Allied Dele.:;.... ti ":1':.S. ar: 'Paul replied 

to Mr. Stucl.d.'s letter of April 11, pointing out that: 

(i) German assets in Switzerland "ere German assets ana not ~i~s 

a8sets. The present government of Ge~'had the right to 1m­

mobilize the foreign assets of pers ons and inst1 tuti ons subject to 

German JUnsd1ctlon. 

(11) l.eferrine the matter to arbitration "ould ziot provide the 

practical measures tor _etine nth the lI'oble!lB at iOBile. It vould 

.erely ~8e a deterioratIon ot Geroanaasete ~1ch ~~ to be liqu1~t~d, 
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and pOB81bly,prolo~ measure. vhich the Al11es waald be re~uired 

• 

. , 


to maintain to in8'l1rethat ao 4enmm ass!-ts failed to be uncovered• 

(ii1)!he requirement that 'he Swiss agree to make aport1on of 

the proceeds, derived from the l.iquidation of Germe.n aBBets, avall­

ab....e to the .&l11ed Governmentl Vi.I not one of law ~ AS the Swi68 

.J)ulegation itself had alresd.,v conceded, bu.t one of cpedienc;v to be 

de.cided as a political' act b;" the Swiss 001'ernment i teelf. , 

. (iv) !rheUmted Stetes Government acreed th:!.tupon the successful. 

conciusion of the preaant negotiations with Switzerlend, it Vas pre­

. • pared to 41scuu procedures for t7lle unfreezing of legi timete Sw1ss 

. aBsets in the United Stetes. !he Allied. Delege.tionB aereed to eXSl'line 

further the economic controls vhich might be presently a!fecti~ 

Svitmerlend. Those controls vere metterl of domestic le.w. ~ch country 

had the right to forbid its ne.tione.ls to hP.ve f'ine.nc1e.l or cO:l!r.'ercie.l 

dealings vi th persons. v~o cave aid and comfort' to the enemy. 

(v) '0 asBist. in the speedy reBolnticn of the auestions e.t issue,. 
the .&llied Delegations recommended that draftiDG committees be set up 

to work out approprie.teagree~ents. 

On ~rll 17. Mr. Stucld. replied to Hr. Paul"s letter of J;>rll 12 

indicating that:· 

(i) !he Swiss were YilliDi: for the prelent to waive further I>. ,~, 

lecel 41acu88iona, but that they lIight feel obliged to return to 

'heir proposal forarbi trationof the main i8S':18S. 

• (ii) !hq bad never JI81nta1ne4 ·that G-erman &Bsets in Sri t2erland 

.._reina. u4not Gel'JllBD.' ,.... ' 
. "'" ... ",' . ~, . :'::.:~~.. ~< ;.">-~.: .-- ,~~ ... '. .~ ~ #" ~-, ... ; 

.. ,... : . -l.72­, ( .,~. '. . 
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(111) !hey cOllld in no wqadmit th;~tforeign &BBets 6!lould be 

• liberated without pa.rellel repatrht1cn of Swiss aseets in the 

corre~ondiDC countrie~. 

• 


(iv) ~ey considered tbnt they had been discriminated agbinst by 

the continued appl.icetion of, the freezing control to Swiss assets in 

the United States and b.Y the continued application of the Statutor,1 

and Proclp~med'Lists. 

(v)'l'hey were wlll11'l& to proceed. imMediE,tely vith the drdting of 

an acreement along general lines, but preferred that all tec!hnical 

points be negotiated and concluded 1~ Switzerl~d., 

It vill be recalled that in & memorandum of March 31 the Allied 

Delegp,t1ons furni s!:ed the Swiss wi th ee:rt~dn fpcts upon v!lic!l the Alli~s based 

their conclusion that at le~st & miniJll.'.ll'!l of $3':>O.O!,)O.Of")O worth of gold. looted, 

by Ge~y Vas transferred to Switzerl~~d durine the course of the v~r. On 

A,ril 4. in Mr. Stuc;o's absence fro:::. tlashlne:ton, Professor !fe.?~P.rd. Special 

Advisor to the $wis's Deleg2tion, addressed a letter to Hr. Pe:ul request::ng 

further detpiled in!ornRtion on the question of looted gold in ~it~erlFnd. 

In a letter of April 9, Mr. Paul re~;11ed to Professor Pappsrd. 

Mr. Paul did'not answer specific questions raised by Professor Ra?pard. but 

he pointed out that: 
" ... 

(i) Bone oftbe intormation requested 'by, the Swiss DelegFtion 
. • # . 

....... " . Vi th res?ect to the gold pro)l_ had' an,.v relevance to the acceptance 

b7 the SwisB of the principle advocated 'by the Allied Delegations thet 

the Swiss ehould restore to the .AlUes looted' gold which Vas acquired 

from German.,v. 
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(ii) !he Allied Dele~tions considered as 10ote~ gold ell gold 

• ~q'l!lred b;' Ge::-rna.ny under conditions IlUch as thoe e set forth in the 

'Ulli ted lla4;ions Decle.rfl.t1on of Je.mu:.:ry S, 194:3. 

(iii) . In the event Switzerlen~ &greed to restore 10ot~d golt to 

the .Al~.ies. a:p?ropriate e.rra.e;e1':1ents could 'be ~.te fo!'" the protection 

or the Swiss Gover~~ent. 

On April 13, the Swiss Delegation subD1tt~ a memorandum on t~e 

. looted gold prob1eI!l to the .Allied Delegations. !l'h1B menol'I':IldUlll, .eJ!long other 

thingp t stated tbe.t: 

(i) TI.le Swiss estirne.ted t::e lep till\P.te pre-wa.r golt r~SE'!"ITee 

of G.el"mF.n.v at $450,000,000 (1,500,000,0')0 S,.·.·iss f'rp.,ncs). t.l'".:rl.s 

figure 'was to be contrp.sted wit!1 the Allied. estil'!l.:te of $160,0-:<),000 

al the 1egitime.te pre-we.r gold reserves of Gerrne.n~·. 

(11) Switzerland transf'el"loed a. consitere.'.:lle po:,tion of tr.e cold 

she received fro~ Ge:-mFJrrY to t:~rd pal"ties. 

(iii) Svit2erla.nd did not hr.ve concrete in'!o~~ti:n on th~ German 

looting of' gold. 

(iv) !i!he S\dss did not consider t.hr.t the .;Belgi&n E;old the;.' pur­

chased froI:!. the Reichebank wes looted gold.• 

• 

On April 17, 194'3, t::'e .Allied Dele{;c.tions submtted to t~:e Swiss 

Delegntion cOl:l."'Zlents on the Swiss memorandum of April 13. !he Allied mernorand"..lm 

reiterated the view, exprened in Mr. Paul'e letter of April 50, tht>.t 

Sw1 tzer1an4 :cra.st &ceept the principle -o! t'Ul"nillb over to the JJ..l1ee looted 

gold which the Swiss hP.d accepted during the. war, and further noted. that: 

b) . !he' 8w'188 ••timate of the 1e.ptimete pre-war gold reserves 

or GermallT Vas incorrect. 
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(it) Switzerlend wasre8,Ponaible for ell gol~ ahip~ed to her 

• froi:l Gem2!.n:r • The. 'fact -tbP.,t lome of tbi s gold me.,'Il' have been sold to 

third pprties did not relieve the S~~ss of their res,~nsibilit~. 

(Hi) !wiherland could not plead that she Was ignorp',nt of the 

• looting tactics ot the Germans. !he neutrala vere on not ice as 

. early a8 Janu.e.ry 5. 1945, of .ul~ed concern wi th German looting of 

property and Vhat consti tuted loot'ed property. The Allies cCllld not 

accept the 4e,te Febru&.ry 23, 1?44;': as the- definitive cU"te for det~rm1ning. . 
what constituted looted gold. 

(iv) The Allies could not accept the Swiss vie"! th?,t the :Belgie.n 

gold V9,S nct loot. 

On April 20 the Swiss Delegation replied to t~e Allied me~orandum 

of April 17, in a note setting far·th ahe,t: 

(i) The strtements and fig-ures in their me;~orandUIl of A.:!)ril 13 

were correct. 

(ii) Swiss purcr~sesof Gold during the war conforned to t~e 

laws of neutl'Elity. 

(iii) The Czechoslovakian ane.. Austrian gold 00 ~d not be con-

Bidered as looted gol~, since the Allies themselves did not question 

those acquisitions when they were made. 
, ,; 

'(lv) Beither the date l'ebrua~·~, le44. nor any othr:r dt':'.te Was 

decisive as to whether Switzerland should r~render gold. 

(v) ~itzerland could never recognize 'the 3el~ian eold wr~ch 

it purchased-.. looted gold•
• 

(Ti) !he SviBa Delegation wea under instructions to atpte 'finally• 

and categoricelly· that neither the federal Council nor the Swiss 
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• • 

liTationcl 3e.nk hac. a legd or mor81 oblihet~on to retto~e eole. to 

• the Allied. cO'Wlt~ies. If the Allies rejected. the Swiss o:'fpr, 

i.e•• their verb~ offer 91' $25 billion of ~old as e contri~ution 

for the reconstruction of Europe, t~en t~e ~atter woule. hP.ve to be 

referrec. to a Swiss tr:.bun.al.. . 

On ~ril 23 the Allied Delee~tions r~lied t~t under the cir­

cumstances set out in the Swiss note they could not accept the 8t~te~entE 

mac.e b:-' the S""iss DeleEation in its memors.ndum of April 20, and the.t they 

conside~ecf no Swiss tribu.n.al. competent to decide the issue. 

In discussing this meoorandum w~th the ~'iss DeleGation, the Allied 

negotiators stated tl:J.G.t Switzerland vesliable to restort: to the Allies" 

appro:r.:iretely $130,000,000 in ~olc.. ~b.e .AlBee. recorc..s revealed. t~nt S.t 

least this anOi.lllt of the :Belgian gold, 'Which va.s looted fron Fre:J.ce b~T the 

Gerr~s, 'Was transfer.ed by Ge~many to Switzerland dur:nE t~e 'Wa~. 

On k)ril 24 l'.r. Stucki, replyin,; to t::e Alliec. note 0:' A::;ril 22>, 

insietec. tht;t the S~'ise courts 'Were cOr.tpE'tent to consic.er t~:e iS6'le. In 

addi tion, he stF..tec. tr.::.t t~e figure ($130,0(')0,0')0) lp..v be~·onc. eV€'::;:r possibHi t;v 

of the Swiss Governmect anQthe Parliament. In this connection he referred 

age.in to his earlier p:-oposcl 'W~ich in ef:ect bdier-ted tr.r:t the S\d.ss Gt.:rvern­

ment mig!lt be 'Willing to reeolil:;:end to the" S\r.·iss Parlie.":lent thrt it 8:p:;rove a. 

volunt2-"";v gold cont:-ib·J.tion to the Allies for reh.obili tation purposes. 

On A~ril 17, 1946. the Swiss Delegation 8ubnittec. a me~or~nc.c~ to 

the Allied Dele~ations requeetin~ vithdrawal of the Proe1&1~ec. anc.. Stetutory 

.Lists and List of Enemes (::alabk~L1st) in the light of t!le follo'W'i~t:: 
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• 
(i) !he lists were injurious to the Swiss econo~~. Maint~nance 

of the lists wouldundoubtedlF increase une~loyment an~ miG~t ?rovoke 

political and social unrest. 

• 


(a) !he Swiss Government. throughout the war. strictl~ coni'orned 

to international law, including the_~e Convention. andreC?uired'of 

all its nationals strict observance of con~eTcial treaties concluded 

bet-een Swit:erland and the Allies, includin~ those which limitea 

Swiss freedoc of trade. Swiss nationals acted within the f~ework 

of Swiss legislation, even if they did contribute throush export~tions 

to the German war effort. 

(iii) Jrom 1940-1944, the export of Wcr materiels to GP.rmany 

ad..'!li ttedl? increasea. However,' shortly after the outbree.:': of war, 

at the urgent re~~est of the British ~~d French Gover~ents, Switze~ 

land Buspendea its regulations prohibitinc the export of erms an~ 

muni tions. As a neutral, Swl tzerland. could not luspenCl. its .A:rr.ls 

Ernbergo with respect to the All1 es and mabtai.n i t wit!~ Germ.e..n.,v ~ 

(iv) The procedure of listing individuals and firms, because 

of their relation with Swiss nationals alre~v listed, was irreconcilable 

with Swiss' 80~erei&nty. 

(v) !he 'black listsn ~d lost their reAson for exiEtance with 

the end of th, war. Duri~ hostilities,they Were inCOmPatible with 

international law; today they constituted an unjustifiable viol~tion 

of these principles. 

~b.equent to ~ril 17 the Swiss and Jllied Delegations proceeded 

with the dre.fting of 8 proposed agreement. and on April 17 e.D.L 18 the Delegation! 

exchanged preliminary draft accords. However. the ne~otictions and further 
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work by the Drafting Committee were interrupted on A?:'il 23 due to e. 

• diffiC'J1 t:r in arrivi:lg at a decision on two baeic pointE: (1) the 

percentage of Germe.n assets' w~ch t~le SWias should receive in satisfrction 

of their clai~s against Germa.n.v; and (2) ,the anount of gold which Switzerland 

, Ihould restore to the .Allied Dation! as a result of h~r aco'..l1sitions of 

looted gold from Ge:rma.ny durine; the var. !1'h.i s interrupti 0n wes ,;onfi !"':led 

b.r aD exchange of letters between .~. Paulan~ Mr. Stucki • 

.Allied Del.egRtions. Ho\t:"ever. dur:'D€ this :period Mr. !rue~n. t!le Swills 

Minister to the United States, conferred 'at ve.rio·J.s times with.Hr. Paul; 

Assistant lecrete.r;'1 of State Cla..vton; Sedretar:r of the TreE-.$'J.:r;." Vinson; 

and of:icers of the Dep~rtment of Justice, looking ,tow~rd a settle~pnt of 

the Swiss-Allied negoti~tions. 

During this peri.,d }·{r. :Bruggmann adc.ressed a letter to ~r. Cla:.rton 

reiterating the Swiss views on the 3el~i~~ gold question. 

On May 2, Mr. Clayton replied to Hr. 3rugr;nan::'s lettor, pointing 

out tr.;E.t the ini'orr.JE.tion in, Hr. :9ru:;grnannl s leiter had alreC'c.;:,r 'heen given 

to the Allied Dele;;ations by the S\dss Delegr.tion. JUrtherr:lo:'e, Mr. Clayton 

re-affirmed the right of the Allied Governcents to question the validity 

of Swiss rights to property acquired from Gerr:lans which the Germens had re­

quisitioned from other countries. 
" ". ' 

!etween .A;>ril23 and, Ma,.v 2, the JJ.lied Delegations grve fu:-ther 

.tudy to the Swiss observations concerning the amount of lo~ed gold for which 

Switzerland vas liable. The Allied Dele~ations concluded that for purposes• of these negotiations they might exclude Austrian gold from the cctet;ory 
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of looted gold. On this basis the .ulied Delegations revised downward 

• their esti!:IB.tes of the amount of looted golQ. transferr<ed to .Swl tzerlElnd• 

.Rowever, the Swiss Deleg2.tion took the pOBi tion th~t Switzerh..nt could 

not be held liable to ~estore the en~ire ~~ount of looted &old,which w~s 

t~ansferred from Germany to Switzerland, since a portion of this anount 

. was merely depo.sited in Slii tlerland and BUbseQ.uentl~ transferred fro:"l 

8witzerlaz:.d to third countries pursuant to orders of the Reichsbe.."l.It:, e s' 

deposi tor. The Swiss adrni tted, however, t!1P.t the~' hE:..d purc~sed. $88 .million . , 

. 	of COld tradeable origiOally to :Belgium from Gema.ny during the war. :But 

in no event w,ruld they concedethE'.t they ¥ere lia1:1e to restore t~n s amount 

of gold to the Allies. 

On May 2, Mr. Stucki re-entered the negotiations end pro!,osec.. to 

meet the two basic pOints at isr~e as follows: A 50-50 split on t~e proceeds 

of the German assets in Swi tzerle..'1d and a p!iYI!'lent of 250 million Swiss 'francs, 

or ap?roximately $59.14 million, in settlen~nt of the gold Q.uestion. In 

view of the fact t.~,t this ?rop~s1 tion wr.s r.mde to the Alli'!d Delee;Ftions 

as the final offer of the SWiss Government, the J:latter was refer:!:'ed b? 

Mr. Paul, for the United Stetes Delega~ion, to the Secretaries of State 

and Treasury for their recommendations and br the :British end French 

ne&;otie.tors to their respective ~overnmente. Hr. Paul alec sought the 
II, .,.. 

advice of Senator Iilgo:-e, Ohairman of the Su'b-cor'_'!Ii ttee on War Mo'b111zE'.tion 

of the Senate Committee on Military Mfairs. 

Sec'retery of the !'reasury Vinson, J.asistA.nt Secretary of State 

• CliQ't021. and Senator Kilgore were each of the view that the Un! ted. Stetes 

. Government should accept .the Swill o~fer. !hey did not believe that an 

acreement with the Swiss. which 'Would secure wholehear'~edsup:9ort b~ the 

.. 	 ........ #. • 
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.• 
$wiSE of, the Allied economic security obj ective,' should be j eopr.re.ized 

for the sa:e of a few more dollers. Moreover, to obt~~n a few more 
.~ -.,,,,,,, .. ' 

dollars it would be necessary to continue wartime restr:ctions at a ti~e 

when antagonism was increaaing everyw!:lere age.inst such controls. The Frt;nch 

and ~ritish Governments apperently ahared the same views, since thp Delebetlons 

of thos e governmente we:-e authorised to accept the Swiss offer. The French 

Dele&p.tion attached to its acceptance tee condition that Ite~y and k~stria 

ahoule. no~ ~re in the gold received from Switzerland. After consultetio;., 

the Delegations of the United States and the United Ilngd0m acceptec. this 

be jeopardized in the final understandi!".6. 

In vi ew of thes e reco:rm::lenc..e.ti ons, ' on Me.y.21 t l-!r. Pat:.! deliv.ered a 

no":.e to Mr. Stucki a.cceptin& ~he Swiss offer of one-half of the p:.'oceec.s 

of the liquid.&ted German assets and 250,000,000 Swiss fre.ncs in settlement of 

the fi:Old clains of the governments for ,whom tt.e .Allied Delegf'tions were 

actir.g. In accepting; t!1e offer.the Allied Delegations strted that: 

(i) The Swil!lB shoulc. pemi t 'the Allies to draw advances 

ia~ediatel~ to be devoted to the rehabilitatio~ and resettlement 

of non-repatriable victims of Gercan actions. 

(11) Property wi t:!::.in Swi tzerland of victims of Nui acti on, w1)o .... 
had since died and left no heirs, was to be put at the 801e disposal 

of the Allied Governments. 

• 
(11i) Official Ge:-ma..n property to which the Allies tool: ti tIe b7 

Tirtue of the Act of Surrender Was not subject to the SO-50 division 

which would be applied to other German assets to be li~u1dP.ted purguent 
'. 

to the proposed agreement with the Swiss. 
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(iv) ~ey as~~~d that the Swiss Government wO'ild submit to the 

AlUes detailed in1'ornation coverine cold deposited by' GeT:':w,r':.,"l'" in 

&wi tzerland for transfer to other countries. and would furnish 

the Allies vit~ othe~ i~Orm&tion to,assist them in tracinf, gold 

vMch might have been looted b:.r t::e Gel"I:lans. 

On Ma.y 22. }.~r. Stucki repUed. to Hr. Paul. aclcno\l.:ledging ac-, 

ceptance 'b7 the .Al.lies of the final Swiss offer. In t~is letter he ~.a.C.e 

the following additional,points. Borne of which raised further questions to 

be resolved in the negotiations: 

(i) The Swiss di s~reed. with t~e Allied definition o! the Ge:men 

assets subject to the agreement, 

It will be recalled t::at in Hr. Stucki I s lett~r to Hr. Pa'Jl. 

dated ~ril 11. Mr. Stucki stated tb2t the Swiss Goverr.ment was 

willing to cede to the Allies a pe~centage o! the proceeds of th~ 

assets li~"J.idated in Switzerland belong:n.; to Germ:'"ns usiCir:.'" in 

Ge;p~~v. The, scope of the German p~operty which the Swiss intended 

to cover b~~ their proposeJ. M!fered from the scope of German property 

as defined by the Allies. In the first .Al.lied dre1t accord of A~ril 17, 

the "German property',which was the subject of dilcusslon. included 

not only all propert~ owned or controlled by Germans residing in Germany, 

but also lell property owned or controlled by any person' of Ge~'~· 

nationality outside of Germany, including Switzerland." The latter 

expresBion was to appl~ to persona who had enjoyed full rights of German 

oi tizenship under bich law at any time since Se:;>tember 1, 1933. and 

who at 81l'J' title linee September 1, -1939,' ~d been in 8ZJY territory u.nder 

the control of the Reich Gcwernment, IN.t it was not to appl)" to 
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• 
citizens of a.ny country .e.nI!exed· by Gerne.ny since Se:::,te~ber 31, 

1937. !!'he expression was also to include any perso!'ls ,,"1:.0 the four 

GoverZl1:lents agreeC'. should be repatria-ted to GeI'lllP..l\vbeceuse o! their 

&cUvi ties on behalf of the Third Beich. It Was not to a?pl~' to 

the property of .R,Qru: fide GermE!.Jl refu€ees. 

(1i) JUrther details would have to be discussea with res~ect to ,. 
the type of ade..! tionel gold ir;.foIT.p~tion the S'd ss Were to furni sh 

the Allied Governments. 

(in) &:itzer1and was prepe,red to ma2\:e certrin ecvances to the 

Allies fro~ the acco".mt of their sh2.!'e in the li~-.llLftloI" proc~E'c.s to be 

ueed il'nmediate:!..:r for the re:..abilitption of vic~i~s of Up.zi scticn. 

(iv) !:'he Swi ElS reserved COlD.."':1en.t en t:::e .Alli ed. proposc.l tnr t the 

property within Swit~e~lRnd of victins of Nazi ac:ivn. wto had since 

died end left no .heirs, be plFced at the solE' dis,osel of the Allied 

Gov'.?::,=-.rnen t s. 

title to official Ge~.n pro:!,ert:.: in Swi herla:::.c' as a reS:ll t of t:ie Act 

of Surrene.E'r. 

On May 26, 1::-46. the final a.&reenent wi th the S\'!!ss was eibned. 

It consis~ed of an Accord. an Annex. a 6entlenen's a&reement. and an ,ex­

'chenge of letters between the Swiss Dele€atlon ~~d the Allied Delegation. 

~e Accord provided tr~t: 

• 

(i) Germeri prouerty covered bv a;ree"':1eet. The Swiss Com~ens~ti~n 


Office would. invest1£cte and l1q-.rl.date ali propert:t in Swi herland. 


which 'Was (s.) owned or controlled. by Gerrna.:l8 in Germany; and (b) o\,7nec' 


or controlled 'by persons of Ge:r::::lBJl neticIl2.li ty ",::::'0 were to be ~ppf-triated. 
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• 
(u) COr1Pensation to owners of liquidE. tee.. p:'o"Ccrt-'. Ger::1~r.s ,·.,'ose 

property vas liq~d~ted vould have a rib~t to compensation in GernPn 

money_ Swi tzerla..'ldwould furnish out of funds e.ve.ilE:1:1e to it in Ge:-;:-,r~ny 

one-hal:!' of the Gerwa.n money necessar:r for this y.:.rpose. 

(111) Joi~t Co~~ission. ~he ~iss Conepnsation Officp. would 

1nve3tigete a.nd.li~uid.G.te Ge:rr.ta.n :pro:perty in cooperati.::m vi th e. Joint 

Co::unisSion cOI::?osed. of represente.tivee o! the Uni':ea. States. :B:'itis~'" 

French and Swiss Governments. Decisions of the Swiss Compens~tion 

Office vere ·to be sUl\;ect to review on request of t~e Joint CO!'l:n':'f:'sion 

as vell as privF.te :persons. 

(iv) A:n':)';;"tir:n':'!"!:'nt o:!' LiQ.·.:.ic.a~eC'. G-E"Tnl'.n Ass~ts. '.:'he p:'oceec.s of 

the liq'.lidated Ge:r;2n propert;.- .s!:.ould be. divided on a 50-50 be..sis 

by the Swiss a:lG. Allied Governr:lents. '.:'he Swiss Governme::.t wonJ.d 'bear 

the cost of ad."llinistrF..tion a:lc. liq~d.e.tion of Ge!'l!l~,n p!'ope!'t;-. 

(v) Swiss Contri'o'..;.ticn to Alliec:. Golf Pool. The SWiss Gove:-n­

ment vould ma.:.:.e availt'lble to .the thrpe A!.lied Govern.;:-;ents 250 nilli on 

Swi ss francs :paY!".ble on demand in e;old in N'ev York. In ret'::",n t;,e 

Allied Gover~~entf:' agreed to vaive in their ne~e and in the na~e of 

their b~~l! of issue ell cle.ims against the Swiss Gover~~ent anc the 

Swiss Ne.tione.l :B~~ in con~ection vith ,old acquired during the war 

from Germenyby Switzerland. 

(vi) Reooval of Economic Restrictions on S,,'ih:erlenc.. The United 

States Government vo~e unblock Swiss assets in accordP-~ce wit~ procedures 

to be established i~edi8tel~. 

'l'he Allied Gover!lJ!lent would discontinue wi t~O,lt dQla.v the "bla.ck. 

lists" as they applied .to !'wi tzerl811d. 
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• 
(Tii) Interpretation of Accord. Differences of opinion with regRrd 

to the interpretation of the .lecord might be settled by arbi trati()n. 

(viii) Jffective Deteof Accord and Anne.. The effective date of 

.&.ccord and Annex was to be the date onwl:'.ich the Accord and k.:.nex 

vere approved by the Swiss Parlienent. 

!he Annex elaborated on t~e matter. covered b? the .&.ccord. 

defining in creater detall (a) the procedures to be employed by 

.the Swiss Compenaation Office in cooperation with the Joint 

·Commission in uncover!ng and lie..uidaUn.g German property in Swi tzer­

land. (b) the method ~r compensating;~wners of liQ.uid.Bted property; 

(c) organization and functions of the Joint COmmdssion; (d) conditions 

under 16ich GeI"l!l2.n property would be sold; '(e) lnetho~s for arbitrating 

differences between the Swiss Compensation Office and the Joint Commission. 

In addition the Annex provided that: 

(1) Financial Assistance to ion-R§patriable Persons. The 

three .AlLied Governments mi~t draw im:.lediately up to 50 million 

Swiss francs upon the proceeds of liquidation against t~eir share 

of liqu1C!.ated Germa.n property. rus advance was to be devoted, 

• through 	the Inter-Governmental Committee on Refu~ees, to the 

rehabilitation and resettlement of non-repatrieble victi~s of 
}" 	 ... ' 

German a.cU on. 

(2) Patents. Trademarks. int Conzritpts. Pendina: lD'.ll. ti ­

lateralarrnagements. no German-owned patent .in Swltzeriand 

ahould be Bold or tranBferred wit~out the concurrence of the• 	 .Me.s Compensation Office and the Joint Commission. Moreover, no 
. ·7 

German-owned trE'demark or copyrlcht should be sold wi thout the 

. concurrellc:Y of the 88J!le author! ties. . 

.' .' 
• .., 
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:...-	 rt., of the Geman Stl'.te in - . ,.,....r prope • 

41t _t 
rtv of the Reichebe.nl: ene. the Ge:-rnen 

p~'De • 
l ·Dc1u4f.JII: - . 

..ntlemen'B Agree~ent t~ere was an under­
11,,41111' Pili . 

• C ) ~he Swiss Compensation Of~ice would ~ismiss 
&bet. - .. 

rePr41ess of pod tion, from bu:iness enterprises to 
el , 

-.fdBted, if the ~is, Co~ensat1on Office ene. the Joint 
. 

agreed thPt these emplo:;-ees Were a thre:':!:~ to ,securi ty 

ent (b) Allied perso~~el would beavaileble to assiet 

of the inveetigetions to be! cJnductedby ttte Swiss Compensatior 

In their letters to Mr. Stucki the Allies: 

(i) Agreed. to furnish the Swiss (K)vernlne~t before Jc:.rrua:-;v 1, 1946. 

lists of persons of German n..".tia nal1 t;v who were neither resic.e:1ts· of 

Swit:erlanc. nor ~om:'ciled. in Geme n,v. "hose property \'!ould remain 

bloc:::ed. pending t~eir re;p?triatiorr or t!:E" .decision of t:,e co~ete:1t 

£overnlne:1t ag~.inst their repr-t na.tion. 

(ii) SugGested. that a simple anC'. inexpenEive proce~ure b~ esta:'" 

'lished 	for the reetitutio.n of property te...'.ten from victi-:s of German. 

exploi tation. 

(iii) Reserved (e.) the right~ Which they cl~1J.le~ over property 

of the German State in Switzerland, and (b) the right to request the 

Swiss Govern~ent to reconsider the proviSion of the Accord by which , Bums p~vable through the German-Swiss elearin~ vere not to be re;arded 

a8 Gel"'r.laD. propertj". 
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In hi. leveral letters to the .Allies Mr. Stucki: 

• (i) .Laked speciel protection of S~~ss interests ana pro~erty 

in the territories in Which the three Allied Gover~e~ts exercised 

. IlUpreme authori ty. 

"Cii) Stated tbet the Swiss Government wO'J[d examine (e) the 

question of takin& appropriate ItepS to b.sure tb.?t unsecured 

credt tors of Germans whose property Wes to be l1qdd:.tett s!lould 

not be 'paid froT:1 the proceeds of l1quid;~tion, and (b) the matter 
" . " 

of PUttiIl£ the p,roceeds of property in Swi herlend of hei rless 

.ictims of Germe::>. aggression at the ~sposal of the .Allies for relief 

and rehabilitation purposes. 

~ SWedish Negotiations 

The negotiations opened in Washington on Hey 29, 19f5. Representa­

tivesfor the' Swe!ish Government were Justice !hd~andstroo; Mr. ·Gronwall; 

Leif de :Belfr!!.8e, Commercial Counselor, Swed.ish Le&:ation.· WF.s;:ington; and 

Mr. Tore Millquist as Secretar.r of the Swedish Delegation. Mr. BB~loff was 

unable to attend• 

... 
The French DelegEti~'n Was headed by Mr. Christian Velensi, Financial 

Counselor, J'rench:&nbase;.r. Mr. Valene1 had AS his assistants: . Mr. Jacques 

De::Sresson. Inspector of French Treasury: Hr. Ernest Castan,Commerci·al Attache, 

French ImbassY', Wss!l1n,;ton. Hr. Paul :Blanc. Assistant to the J'1!la!lciSl 

Counselor. French lDmbasay. Washington; and Mr. Marcel J'lor.r,. First Secretar.;r, 

French 1mbru; 9y •. YashiD.Bton. 

fhe :British Delegation consisted'of Mr. Francis W. l~Combe as Chief 

of the delegation. and Hr. Jlbert Frost of the :B~iti8h Embassy. Washington, as 

.Les1sta.nt. 
., . 
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T::e A"!lerican Dele::;r.>tion was he!'..c!.ed. b:' Mr. Seyno'U.r J. lb'l:::n. 

• Dep".lt:,- Director of t!;.e Office of EconomcSecu.rit:.- Polic::. De?,.,rbe::t 

ofStpte, and consisted of .the following represE:ntathes of the StE:te 

DepE'rtrnent: Kr.We.lt~r S. Surrey, Cr..1ef of the Divisio!1 of :5:;conor.::ic 

Secucrity Controls, Mr. Willi~r; C. Trimble, Assistant Cnief, Northern . 
European Division. and. the follo~ine representatives of the~rea.sur.y 

Department: Hr. Orvis A. Schmidt. Director, Foreign Funns Control. and 
• 

Mrs. Eella R. Shw~rt:. Chief En~ordeoent Division, Foreign ~~c..~ Control. 

ments b-.r t'1e representatives of t~e vt!riO}ls de17Gctions. }.fr. Willie.-r:l L•. 

Cla~'ton. Assiste...t1t Secretar,;" for Economic M:E'irs, Depart~ent of Stf'ie. 

opened. the r.!eetins wi t:r. a brief stl'.tement in whic!: he welco",:,ed the Sl,~t''.i sh 

the delesrtions YO".lle. be solved in a ha::-nonio"J.s f@.~:non.. Hr. Cln~-ton l!lf'.c.e 

1t cle~r t:.:.zt the::-e WI"S no inte.:1tio~ in t~eBe c.isc-.:.ss:ons to attpc~,: t~:e 

role 0-: Sweden as a. neutrel ane:. ursed upon the clel€gc t:'ons t:le i!:1po:::'t""~nce 

of concentreti:1g on the l~ree iss~es -- the cl~in of innoce~t victi~~ 0: e 

'WE..r of eegreesion to conpensation from t::e hol-:in.:;s of the abE;'r~s!'::o:, nr.tion 

anc. the obtainin::; of securi t:r an.c:. peElce. 

Mr. !hJ.'bin. in his openinG reDarLs brien:" tO~.lc!~ec. upon the a"J.tnori ty 

of the Allied Delegdions as derived fro:':l the vesting decree of the Allied' 

• 
Control Council, the P~.r1s ~p..r~tion Conference. and of the nord ba.sis for 

the claim of the Allies. Be also pointed out thFt upon t~e 8atisfncto~ 

completion of the discussions on tte issue of Gerrn~n external assete, the 

Allied delet:etions would. be prepared. to discuss and ~ree upon the terni!.:.E.tioll 

~f ~~ch econo~ic controls &S vere still 1n existence. 
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Mr. KcCom":le. Cr.ief of the ::Bri tish delegc:tion, b:-iefl:" supported the 

• 	 stat!!~ents r.:tade by Mr. Clayton and Mr. Rubin, as eleo die. 1:1'. Valens1 of the 

French delege'tion. 

Justice Sandstroo. in his opening aa~ress, pointed out t~"t the 

SweCish Government consldered i helf to be in full acc.ord with the prlmary 

obj ectlves of the ne,otiations, vhich he termed, to be the ne:ternal securi t;-·n 

objective and the gi,vil'lE: of aasist;..nce toward the reconstruction of devf.stated 

areas. Be~brfeny ~ri2ed t!le SweCish Governt.lentts record. of identifyinG 

and controll1l'lE: Ge:r:r.la.n external assets ln order to contrtbute its pl?1't to, the 

attc1n~ent,of worle. securit;r. With res?ect to the reconstr~ction of dev2steted 

aress. he referred to the cantributioIis SW,eden 'h~d alread:-r l!lE.e.e to Ii":lerated 

countries and referred elBO to the fp-ct that the Swedish Go'\;er!l.":l~:lt con­

sidered txt t!le ,Proceeds reelized. froo the liquilir.,tio!l of Gcrr:::a."'! assets 

vould be insignificant in proportl1)n to the SU1:'!S wl".icl: Swec.en ru.',d e.J.rep..dy 

cont:-ib-",tec:.. Be Su."Jr:ll:rize:i the Swec'!.:'s~ position on the '13le,c:: Lists ll eJr. on 

At the next meeting of the delegF.tions. the Chief of t!le A::.lied 

delegl'l.tions presented t!!!'! Allied. pos! tion wi th respect to t~!eiT cle.1m of 

ti tIe to &'''lc. control of Gerr.lE'.!l assets in Sweden. Erie!!:.- t this position 

Was thPt by reason of the 8UTrender terms and'La~ No.5, the Allied Control. 

Oouncil had attained full title to ~"l~ control of Ge~an external aasets. 

!rhe "Vesting decree vas analogiz6d to simile.r deere.es v~ich had been iss"J.ed 

by verl.ouA Allled govern."Ilents durinc the war, and it vas pointed O'.l.t t!i.~t 

• vl th respect to such decrees. this~vern.'lent ane. other Allled governments 

had c1ven full extrater~torial effect to eueh laws. The Allies allO stressed 

the mor~ claio vhi :h justified the tUTning over of the exteTr~ assets to the 

.AlI!~e for pu~OBea of relief and rehabil1tctlon. 

331676 
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The Swedish negotiator st~-.ted the view 0:- the Swpc.ish Go"",rn.":1=:nt 

• 	 was st:"ongly opposed to any rec?pition of Law Wo. 5. anc. tbt La..... :~o. 5, 

in effect, consti ~uted. a.."1 invasion of Swedish E"Jyereignt;.r. Justice Sa;).f~strorn 

declered th~t the Swedish Gover~~ent ~id. not intend to contest t~e purpose 

of Lew Iro. 5 or the identi ty of t!.e iBsui!lg aut210ri t:t. b·~t t:-..".t fo:" the tic.e 

being he would. limit his government's position to its refusal to reco:uize 

that L~wNo. 5 co·ild have a~v extra-territorial ef:ect. He atteIT2ted 

to disting.nsh the preced.ents f~trnished by the Allies. 

At subse(!Uent meetings continued di scuss:on We.s gh-en to the 

legaliBBues involved in the iS8'~nce and recognition of Law lio. 5. In tbe 

interest of soin;; :fo:r"W'arc. with the discuBs:.ons, the Allie6. represen:ativl's 

::::Lac.e strong ef:~orts to d.r~:w awa::' :fron tl-.e le;;;e.l iss".le af.c. urGe upon tl:e 

Swedish dele,';f!.tion the i!'!lpo:"ta:!ce of viewin;:; t~e c.'.:.estion :fro)!. t:-.E' prr:.cticE.l 

a::d norrl side. ':.'hey stressec. t~e f;:ct thrt an ~ree!:!e::-.t cc:uU. 'oe r"r.c}-.ed 

on the disposition of the GI?:'!Jan exter.o.al assets wit!:O'.1t in a:-:.;' \o:a:·- jeop· rc.izing 

t~e legal position of t!:e Allies or t~1? Swedish ~·er~~ent.~hey urged upon 

the Swedish Qor;r ern.-~ent t::'e urgency of 8;p,l;ving thp proceeds l'.rifi!1; fron the 

·liqd5J:.tion of Ge~ exter.o.al assets to the relief ant. re.1.:-bili tt.tiono:f 

devastated and de,leteC!_ econooies. The S,,:ec.ish dele::::rtion contin·..lec. to p:"ess 

its legal views on th!i, Allied deleF;etions, but it was fineJ.l;.r agreed tP..Ft while 

each aide would reserve its legal potl tion. it wo·uld be more pro:ikble to 

take up the apeci:!c i terns oe.:fore the delegations ln order to deternine..whether 

jeopnrdizins the legp~ position of either the Allies or the Swedish ~e:,nment. 

• ~~ing the cou:,se o:f thesubse~~ent diacussions. the Swedish dehgctio! 

presented various statements conce:"~ing the operation o:f the Foreign Capital 

Control O:ffice. The Swedish delegation stated the great care which tIle 
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Swedish o~!icia1s had uu:en to uncover and 1denti~y Gr.~n assets an~ to 

• exercise a r1,id control over the~; the e~tensive an~ satisfacto~r co­

operption which existed betveen the Allied missions and th~ Swedish officials; 
, ,. 

the census which the Swedish Government had instituted and the sUp?le~entary 

investigations made pursuant to inforrnction obta~ne~froc the cens~s en~ from 
, . 

other eources. !he Allied delegatipns expressen their appreciation to the 

Swedish Government for its ectivitiesin this field 8-~~ their confidence in 

the ma.nner~ in which ·the Swedish Government waS adJ:li:l1sterins its controls. 
. . 

However, the Allied representatives observed thct the S\.!edi sll autho:-itiee 

had not ;vet instituted e.n..v liqu.id.e.tion proceedings ane. tlin.t consec;:ue:ltl:.· there 

Was no procedure governing the methods b.r which the Swedish eutho:1ties would 

licp.lidEte Geman interests. no:- the extent of consul tati on tlhat .,..oulc. tE'~:e 

plcce betveen thp Swe!!.ish and the Allied re?resen":.ativeE. Refp:'ence was' 

made to the p:'oced-J.:'e eetl'-blished under the tems of the Accor~ ent€'reo. into 

b.r the Allies e..'lc. Swit::erla.~~ whereb~· a joint commission he.c:. 'ceen est~.blished, 

consietin.; of repr<;>sent::,tives of the Allied p.nd S\-!iss Gc'·~::,n.!:lS!i.ts. Which 

com.m! sSion wa.s e!:Ipowered to supervise a Swies SLency in t!le lictlliCi.a tion a.!ld 

dispositiono! Ge~ assets. 

The Swedish authorities stated tbRt they saw no difficultY' in 

applyin~ to the liquidetion and di~osition of ~rman assets the ,cons"llltetive 

proced~es alrea47 established for the identifying and marshalling·of such 

assets. 1'.b.ey stated, however. that the Swedish Govern.'llent would consider 

the establishment of a joint eo~ssion aB,proo~ of an at:1t~~e of diBtr~st 

on the perto! the Allies of t~e ef~eetiveneas of the Swedish ~~1nistraion• 

They made it Ter,y clear the. t their instructions prohibi ted tr.e concl '.!ding of , ' .• 

an.v formal arraIlBements which woul i give the Allies ,a cont:-ol or voice in the 

Sweeiah administretion of German assets •. 
331678 
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In rejoinder. t~e Allied representatives statec tn~t the 

.~ establishcent of a joint commission or any simil~r arrp~~eoe~tE was not 

intended to impl:' ~v criticism of the Swed.ish ed.T'l1nistrr-.tion of German 

.assets nor ~. lack of trust of the effectiveLess of such adrninistrFtion. 

However, the Swedis~ 4elegptiao Was reminded that the Allies had laic claim 

to the title to and control of Ge~ assets; that while they had agreed 

to 'Work out t~e discuss:.ons so th::,t the legel posi tion of both sides could 

be protect.ec.. this did not ·mean thtt they could relino..u1sh all the res'u ting 

effects derived from the Allied position. The~ emphasized the importance 
. 

of mutal cooperation in the liq-.:.id.a.tion fif German e%ter"nJ aseets. the 

need '!:or full e:r.change of in.form~tion. ideas. and opinions, and the 

desir8cil1ty of regu.J.E ting this e%c:!::.ange in a I:I8.nner tr.at would evoid ·f'.lture 

misunderstandings by either party to the discuss:ons. T~e Allies pointed 

out thr:t certain.l;-r the Swed.ish ~vernme:lt could find no obJ €lction to the 

sub~ssion of Qi~~tes to arbitration as had been proviced for .in t~eSwiss 

.Accord. Arbitration could not be considerec. an invasion of Swed.ie:h soyereignty, 

but woul~ merely be in confor~ty with internation?~ practice. an~ woulc. 

provide a means for avoiding unnecessary friction between the Allies and 

Sweden. 

The Swedish representativesetrongly opposed any proceeding which 

woul~ include the submission of disposition to arbitra~ion. emphasi2ing th~t 

the Swedish instru.ctions made it clear th2.t t!le,.. could not agree to e.n..v pro­

cedure Which woUld derogate from the claim thF.t the administrrtion of the 

• Sdelle.ven progrelil in Sweden Vas entirely a question for. the Swedish autl,ori ties • 

The,.. pointed out that an aroitration clause would necessaril,.. mean thpt Sweden 

- 191 ­
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reco~i2ed the ri~t of the Allies to bevesome voice in en~ control ove~ t~e 

• 
" 

e..dm1nistre.tion of GerDan externe.l assets in Sweden. The m£.tter was arE:Ued. 

extensively along the a:'ove lines. It was fine.lly &greet t~~t in the 

interest of e~editing the negotiations, it would. be preferable to discuss 

other diems on the Ecenda, and. subsequently revert to those matters upon 

which a satisfactory agreement had not been reached.. 

The Swedish a~thorities at the meeting of June 4 preBented. a 

apecifice.tion of German a8Spts in Sweden. ~h1s specification die. not tal:::e 

into account the vuue of patents, contractual rights and other lntan;;ible 

propprty. ~e Swedish statement was based on the census ret~ns as well 

as the results of special investigations maae b:" the Swedish authori tiet. ~he 

total face, value OIl all German assets in Sweden. according to the Swedish 

authOrities, was $107,700,000. ~he Swedes estimated that the ret~rn 

which would be realized by the forced. liquidation of,these assets would. 

equal apprc~ima.tely $92,500,000. !he difference between the face value and 

the estime.ted value'to be realized from liquidatio~ was satisfr.ctorily ex­

plained by the Swedes as a result of deteriorati~n of certain assets, use 

of certain funds for living expens~s of Gerca.ns in Sweden, for pe.~~ent of 

current obligations, and similar reasons. The Swedes ecphe.sized tr..a.t their 

estimates were not to be considered as :f'ine.l. thP..t they were s'U:"ject to .chance 
w 

• 

on basis of current and future investigations. However. they stressed their 

opinion thnt the investi£:ations would not uncover any le.r,e add.i tione1 ar.:ounts 

of Ge~ assets in Sweden. as opinion shared ~ the representative of the 

American Legation in Stockholm • 

The cp.re wi th w!Uch the speclf'ications had been drawn up and the 

detailed explanation Given bY' the Swedish delegatio!!. demonstrated. the 
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satisf:ectory adminiBtration beioe given to t.his proHern 'bY' the &,.redish 

• 	 authori ties. The Allies pOinted out, however, that the S"'ec.i sh fi;:;"J.ree. did 


not take into account Gel"l:l2.n assets v::1ch may be 10cEtec. outdc.eo:!.' S'f"ed.en 


but held. thro'\J.i;h Sweden. They ind.ice.tee. th.!::.tiwt..1le the!;e acCO".lllts· co;'ud 


not form a pl:rt of the Swp.d.ish ad.r.Iini strr.tion 0::: the liq·.~idp.tion of German 

" tI 

assets, it would nevertheless be essential for the Swedish authorities to give 

full i!lfornation conc5rning s\l.Chholdb.gs in orlier thGt t!!e Allies !.!igIJt ob­

tain the liqui~tion of the assets in t~ose countries in which t~ey are•p~rsica1l:r loccted. !;:he Swedish ·autho:oi ties imtially res! Etetl. e:.ny such 

action on the ground th.:.t Swed.en co·.~d. not 'be hele:. res:;:Jo:.sible for the 

liC',uid.etion 0:' assets over whic~ they hc..d.no control. At a subsect<.le!lt neetiIli:, 

howeyer, they yielded. to the Allied poeitior: th.et while t:'1e:r d.ic. not hE.ve 

pn.vsicE'-1 control over such assets, tr.ey necessE'.rily bad c::-ntrol over the 

iniorcation as to the holder of t~~ assets and control over any acticL the 

hold.er of the assets mi~ht atte~t to t~{e. 

In order to exped.ite the progress of t~e neeoti2tions t~e Allied 

authorities presented to the Swedish dele~ation on June 5 p~ outline of 

the p::"o,osed. accere.. :Briefly this Accord provic.ed for t~_e Fo:oeicn Ca.~)i tal 

Control O:r:'ice to uncover, tue into possessio::. a::.c. lic-<.lic.rte GeIT.lt!.n property. 

T'lle JJ.lies agreed t!l2t proviSion vo;;1d be made in Ge!'T!lE...nv for s·..:,i t:-ole . .. 
eompensatiC!1 to t:!lose persons whose property Was 10 li(p..1d.:;.tec,.. Zne proposed 

.Accord p:oovid.ed for the continuation and extension of the joint consult .... Uve 

• 
procedure already established.; for the reciprocal. exchP..nCe of ell infor~tion 

relative to German property end sales of German property which vo~d be made 

b.1 the Swedish authorities; tor agreement viththe Allies on·theterml 

of the sues, the desirablli ty of the purchaser' and the lale price. 
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ProTilion vaa made for prohibit1nC the .atilfaction of liens arisinG 

• out of tran8actions occurring after Auiust 25,1939 unless the claimant 

could prove the bona fides of hiscla1m. ~e eatisfaction of all unsecured 

,.:- ...• -.", 
....... :_.':".';. 


claims vas prohibited. !he)'COO vas required to remove undesirable persons 

from firma under its cOI.trol. Provision, V&8 made for BUbmission of disputes 

between the ~CO and the .u.Ues to an umpire, to be 8D'eed "U;>Cll between 

the four cover:c.ments.· 

In comme:c.ti~upon thi8 proposed Accord, Justice Sandstrom pointed 

out· thP..t the aathfectory admini&tretion t?f German &Ssetsvas eatablished 

by Swedish lepelat1on, .and th£.t the Swedes cO'lld not in t:!:::.ese disc~Csions 

alter s~ch lec1sle.tion 80 as to provide for Allied participation in the 

administration of the procram. Justice Sandstrom urged upon the Allies the 

fact thE,t procedures alreac.y exist for the exchan.e:'e of informctibn' and thEt 

it would not be necessaI7 to foma11ze ttese procedures b~' a vri tten .Acco!"d. 

He argued that a formal agreeT!lent providine :for ,sucn a :procedure r:::.ic ht be 

disap:;?roved '-or tneRiksdag, eJld further that such an 8.g!"ee!!lent J:lignt ccntE'.in 

te!"ms wr.ich v.o'lld lat~r be l".loject to misinterpretation. ' In s~o::t. t:'1e 

Swedish position Was th~t the Accord should provide nothing ~~th res~ect to 

the administration of German external assets or the est~blis~ent o:fcon­

aulte.tive procedures vithrespect to such a~~lnistr~tion. Justice Sa~~strom 

urged the.t these matters be l~ft to Yhat he termed t~"le ex1stent I Gentlel'1en t s 

~ree~ent·. !he Sweaishnecotletors insisted that the dra!t Accord coul~ 

not lerve as a basi8 for agreement and ~gested that it m1~~t be more 

profitable to contlnuethe discussions b.1 covering the various items on the 

~enda. ~e ~Uel 1Ut:b8lted that 1t might be pro!i tp.ble to di SCUBS next. 

the ultimate diapo81t1on which would ,be made at the Gerrn.a.:c. assets. anc. to arriv-e 

." .. 
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at an 84':reeDent on what .u.re WO'Ul.~o the.&l11al'..:a. 1I'hat ahP-re wow! 

';:0 to the Swet!.1I~1 Qo'Ver::ment. "'nrr, JUltlce 1G.n4,trom conlh'et:.tl1' 
. . 

refueed to 41'~~I' th1. point until'all ot~er queltl~. had been covered. 

At .ublequeDt lellloni the ueot1~ tOft UICU,..e4 at cou14erable' 

le::lctr. t~e varioue polntl 1DCl.u4ed 1n theacen4a: 

(i) ~e .Alliel u;pla1.ne4 ~t their clail'!2 to all Gel"tlaD of!lcial 

and ~3~.tP-tel propertr wa. baaed on the te~. of .u:render and the 

poeiticn o~ the .Allie. &8 the 48 facto GoverDment of Ge~v. JUltioe 

SNldetrom It~ted tb."t the Swee.hh QoTernment. wow4 not recog!1lse the 

Allied 00&':.:-01 Counc~l al the de tuto co"'erDllleDt In Germe.D3" an4 would 

not conslder tba! the,8"tU':'ander documenta conltltuted ~h1DC Ilore thaD 

th~ su:render o! the Gernan~. Be lnlilted that hi. 1nltraction. ., 

prohibitr' him from ~reein~ ~o the ~wnlDG over of Gercan offlc1al• ';: 
' .. 

property to the Allle•• 

(11) !he ne~t:'~tors t;.en t1.!rned to t~e C!Uestion of lootet', eel'.­
.. 

!:'he .Allies e:z:plrine~the!r POl9ltloD tl:.t·t Ge:"'":en legit!tnptf,gold..reserves 

194:5, and tb.Pt consequently'a.n..v tre.nsectionl in B;olt!. "b::' t!le GemeDI after 

tbet date JIll;t have been tr&Jla~tionl in looted £Old. ~e Alliea poi::~ee. 

out thet 1 t vas ,Po111ble thet In 'earl~ 1943 the ~rIle.n. !DF'~ .t111 b2.'\"& 

held certaln lold which a.erived from the GErDan eold reserve at tLe out­

break of the war, 1mt that ....lChhoU.1Dgs CDULd AOt be !!Iede ponlble 

'because of their ac<!cleltion of looted COld. !!:XU. 1f ~l'riIP~v had not . 
e:c.gag'e! 1n l-..ich l<:'otll1&l, \h~ wo"Jld J:u:.ve ezhP.ulted t!lelr IOl~ holdings 

'by early 1~43. therefore, the .Allles argue¢ thet &D,.V "eMah accrJid tiona 

'.~ of ,ol~ free Ge~ atter 1943 must be cons14ered a. ac~~.itlone of 
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looted ,old., and therefore 'I!lould be rE't"ll.l"ned to the Allies for 

• appropriate distri~~tion to the countries from which ~old had been looted 

~ the Germans. The Alliel stated that they hat detailed evider.ce on 

Belgian .:old held by the Bank of J'ra.:lce. which hPc1 been looted b:.r the 

. Germa.ns, 're4elted and eubseqn.ently lold by the Gerr.tans as.GermP.J'l gold. 

!her 8f:!"eed to elve the Swedish author1ties !ull details on the Il'.lI:l)E'lrs 

of-the bars of such ,ol~. They pointed out, however, thEt ~Jll r~cords 

On a.U Ge:-ma.n .:old looting's and transe.ctions were not ava!.lAble. and 

that consequently one could only do justice by relying on tl:.e velid 

,asBilltlption that 81.1 &ccrJisi tions of gold from Gn."!!lany after earl;v . 

1943 were acquisitions of looted gold. 

• 

Justice Sandstrom etatecl that Sweden was C07:lr..l tted to the policy 

of restitutin~ proven loot, 1ncl';lc.in.:; ,old, ene. th£,t Sweden Was prepar€'d 

to give full ~nformation of its gold transrctlons in an ef~ort to 

disting-J.ish between looted gold alld legally transfer:-ecl eold. Be 

pointed out ~het t!le Swedish authorities had German assur~nces t~t no 

looted cold vas being Bold to them after JanUAry 5, 1943, the date of the 

Allied Declaration on Azie Acts of Dispossession. Bowever, he added 

clearly that some of the gold .' acquired by Sweden from the Reichsbe.n:t 

depot .1n S~itzerl.ana. may have contained looted .:old. Be stp.ted tr..et 1Ii!e 

Swedish pod tion Vas tba t they would return ,old proven to be lootec" .• 

but thBt they could nOt accept' the .Allied posl tion on the depletion of 

Ge1'!!ian cold reserves•. Be etated that even 1f Germany ~cl found 1 t 

pon1ble to transfer. ,old to Sweden legally after Januar:! S, 1943, only 

becaU.le it had. bu11~ ,up .ita cold Btlpply bi I,ootings, the Swedish Govern­

ment 'CG\lld -not be lI&de reSpOnsible to ,return gold pure~..as~d aftel that­
• • ~ • < #' 
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date which in fact Was not looted gold. He re!er:-ec. to the "r!,r ~rp(,e 

Aereement o! 1943 entered into bet'Y:een Sweden on t~:e one ~..anc. and tl;e• Uni ted States and Great :Bri tun on the other und'!r which S\-!ec.en was 

reC!uired to accept gold in paytJent for goods purc!-..c"'.se~. by G~:-;'1any 

from Sweden. S'.losequentlr-,' Se.ndstrom suW tted stetenent on S ....·ec.ish 

acquisition of gold from the German !e.ic~sban~ depot, in Switzerlanc. 

elld from the Swiss Iatio!lE.1 Ean..~ showing the subSeO'lP:lt dispos1",l o~ 
I ­

such ~old. ~ne Swedis~ fibUTes are enclose~ herewith. 

The Swedish figr:.res includel. certain looted gole. w~ich he.d been 

acquired b7 then 'bttt subseq'J.ently sold to t::e Swiss. The AllieE' pointec. 

out tbE.t it was necessery to holdtl:.e fir<t p'~rc~ser responsible since 

otherwiset!2e Allies would not "ce in a position to eng?ge in gold, 

transactions wi th any country Uiltil they haC. not only- checkee. into t:"eir 

gold acq"Llisiticns fro::! German;v, b-Ilt also their acc:uiei tions !rcr:1 other 

co-.::.ntries whic;;. 1:.e.d er:.,:::c~.:;ec1 in gold trer.sactions with GennF.r:.;r. Initially, 

the SveCl.ish delegation opposed t~:is position, but '.l.l tin:tel;v a;:;roed to 

eo~o~ with this doctrine. On t~eir pert, the Allie! ~it~l.rew from 

their position th~t all goldacqudred after Ja~~~ 5, 1943 mu~tbe 

restituted, since the Sweiish documents revealed not only th~t little 

would be gE'.ined 'by folloving this line of a:;;r~ro!".ch b'U.t elso thFt no, if 

a.'l.'IT. aF.?recieble B.."Jounts would ree"J.lt there!ror.::. It wes &.,."TeE'!d txt t'1e 
--.' . 

Swedes would restitute !elgian gold obtained fro~ the Swiss Nptio~21 

Ba.n1t and acquid tions o! cole. obte.ined from the Geme.n ieichsbe-nk. In 

• 

, , . 


effect. the Swedish Gover~~ent agreed to return ~ounts estirnp.ted now ' 

as 7.15E.32654 kg. of fiu iOld, whieh i~ the qaaat1ty of 'gold derived. 

fro::! the :8aJ:l't of Belgium, in! tial:!.y acquired by Sweden and regr-rd.leEs of th( 

'subsequent disposition made of such gold 'by the Swedish R11:sbe.n:t. 

~: ­ 331G85 
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. .ub.etlf-ently atF ted. the't Swede:l wmlld hE.,:"e 
~ 4el.~tion . 

~....~ ..,...ua.:.. .' ......e _ount of gold. which t:ley had to. 
~~or ...... 

~ ....,
• cl,a1a : pe German Government's g'll2.ra:ltee thr-:t the;" woulo. 

.,.,._ 01' 
Ita'. J.Jt . 

,.., . . t~ 4:o1d to Swed.en. They stater: t:1at t:us n:!,;:'eet would 
---'e'1' 100-' .,.......- the Beichsbank account wi th the Swedish P.H:sbp..!'..k and
.,p1ns t 

.. .,.4.. . 

·.cnal4 sotalapproximately 3f.. million krona. The Allied delegation 

requested a postponement of the discussion of this point until the 

"t., ..•. entire question of the di s~osition of Gel'J"";£Jl e.ssets could. be ta'::en u" 
f 

but t~y emphetically rejected the Swed.ish claim. 

(iii) The Swedish delegation next reis~d. t~e question ~ the 

":B1acL Lis ts n. Justi ce Sp..!le.strom rei ter:ltec. the Swedi st. Go'-er:1.":1ent' s 

often skted obj ections to the nBle.c~ LiEta;". Principally these 

objections were thEt the listing procedures interferrec. wi th internal 

Swedish trp.de; th.-t the -,roced'.lres· involvet'o t~e supplyinG of in.:'omr.tion 

for listing prooe~ures from Swedish sO"J.!'celi!; t~t S'."p.dish legislation 

prohi"oits the dispensing' of cor.:r"ercial intelli,'Sence b:" Swe~:sh npti·:>:'.A.lsj· 

tr...?.t t!".:.e listing: procedure is stri:-,.:;l? OPi)OSec. b~· S\'f!'!(:.: ah 11'1'1::>11c opinion; 

and thp.t the Lists are p'J.llitivee.nd represent quasi juridiccl Rotion 

wi thout the us".lB.l protection of democratic proced.ure. JUE'tice Se.nd.strom 

stp.ted thtt the Swedisho:?posi tion to the Lists arose priltcrily f rom their 

continuation since the war.' In reply the Allied nebotie.toTe revie"!ed. t!le 

basis for the institution of the Lists and t~e necessity for continuing 

them in the post-war period. !hey clee.rl~ pointed out t!:1at the Lists are 

• 
'. not a d1B~Bed sanction: t~~ the Allies were anxious to terminete the 

Lists, but that thel were necelserl1y interreleted with Safeh£ven 

objec\ives and thus that their termination depended upone.ction aimed 
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at achievin;:; t::-"ose ob~ecti·.. es. The .Allies T.lrdeit .cleE.!' to tl:e 

• Swedish delegation th.<:;t they were pre:?ared to~enove t!:e Lists once 

it appearec th~t the Sa!eh2ve~ objectives would be reeli7ed. 

(iv) On the question of Gernan patents in Sweden, JusticeSen~tt~o~ 

~£.ve a detailed explanation rf the basis fo!' the large at:lount of Gerren 

patents filed in Sveden. He pointed out thR.t the exar.:dnetion e.ccorded 

patent applications in. Sweden is genereJ.ly reeocnhed e.s being of e hi.;h 

caliber and thet consequently during ..thevE..r GernAn firms vere an.'douE to 

obtai"n such exa..'Dination, which could not be obt~ine~l from the- Ge::-i':lP....n. 

Patent Of~ice. More 0";" er, he pOinted..out tr.l't d\lr~n~ the war t:here was 
. . , ' 

nl'lturp.ll? a r.lore r1':pid development of intulStrielteehniC!.ues enc'. t~:d 

this pl'l.rtiy accounted for the increa~e in Gerr:l8n patent applications. 

a.o.xious to rnP':.::e Gerna.n pe.tents, Wherever lace. ted, freel? e.va.!lp..'ble to the 

nationals. ·of a1lcou!'l.tries other tileJl ex-ene~ co.:.ntr1es.' !:,!J.e~! referred 

to the fect U...at· a· e;)nfe~ence on tr.is <pestion wes to be hele. ~~ ortly in 

London. and tht.t it vas intendec;. to lnvite Sweden to ec..he:-e to f uch 

principles as might be adop,,:ed b:v that conference. The Allies pointed. out 

thE.t Sweden would o'bviously gain from ,e::ltering into 8'..').ch an agree":'ent 

'sinee'1ts nationals would ~ve made ave.ilpble to t!:em Gerne.!l pater.te 

in the Allied.coantries. J~st1ce Sandstrom.stated. his abTecnent with 

·e the objectives of the program and. his belief that Swede~ w~ld eChere to 

.,.- . 
auch a po11e1~ but natural17 reserved his Gover~~ent'8 position pe~clng the 

fomal tr.lbmiBiion of the re8'1uto! the .Patent Con!erenee. 
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(v) A brief diaculsion vas allo held on the question of trade­

• marks in vhich the .Allied. ne~tiator axple.1ned ths.t the intent o! the 

.Allies Ves to elimin.e.te .Germari t.ra.demarks vherever they erlst inlofar 

&8 t.hey represent s.pearheads of Germe.n economic penetration and in the 

pu~lic mind are &lsociated V1thGe~v. !he Swedish deleg&tion 

sip1fied ceneral agreement wit.h t.he a4m1nhtratlon of such a plan, bu.t. 

JIOi1L.ted out that. implementation naturall". clepended on a case by" case 

considera.tion and on the results of subsequent discussions among the 

.Allies on t.he ceneral t.rade~k policy. 

(Ti) .A. brief discussion vas he1.d on the question of repatrietion, 

du.r1~ which t.he .Allies e%pressed their appreciatioa for hE'd.en t ~ past 

action and. uried that. the out.stendin& cases be diSposed of expedi tiou.ly. 

~ Swedish negotiators stated t~'Ult the AUies could. e.x,pect a continuation 

of the Swedish policY' of repatriating obno:rlo'~s Geme.ns in Sweden. Such 

del,,,.s as had occurred, they explained, arose out of the necess: t;: of 

Sweden's grantinc, a8 a d~ocratic count~', a ~wll investicptionand 

heering t.o t.hose persons vho veTe beinc considered for repatriation•. 

(Tii) !he Allies referred to the fe.et that the Swedish Governr.:lent 

had never authorized the AllieB to obtain the records of the German Chamber 

of Commerce. !he German Cb&mber of Conmeree had been f:!.ne.need tlA'o-tbirda 
.~ , .. 

• 

of funds provided from Germ&n7 and conseque~t11 the .Alli~s considered. it 

to be Gercan official property. .!hq thet-efore conel";lded that the f11es of 

the German Chamber of CoJDl:lerce aboul" be made availeele to the Allies in 
the Ame .umer as ~ been the file. of the German Leption. '!'he Swedish 

4eleption ..NPli.edthat ·ULe Qe1'lll8ll Chamber of Comme~ce vas a SWedish orgen1;' 

tion, ,that. it.. memberlhip cGu1Bted in larGe part of Swediah nationals, and ....... ..~, 
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• 
that these ru:tion.als he.C: provided funds to t:-~e Cha~ber of Com1:1erce. ~he7 

the!"e:fo!"e rej ected the arg\lMent that it va.s to "De ee:::.sidere-~. o!ficid 

GemM ;t)roperty, b'i.lt e.greed to me2-:e a.vailable tb.r't ?c,rt of t~·~'7 files 

, 


of the Geri.12'.Ii Chi~lioer of COlll":l9::o:ce iz:. S\':edoell as woulC:,:e of d.:. rect . 

int~reBt to the Allies in the Sa!eb.even progrr...r:I. 

(viii) ~e Allied nego,t:1etors requested the Swe-dishdelegr·tion to 

obtain its gove-rllr.'lent' S coo;t)erf>.tion in the development of e. proeeC!.'.ll'E' for 

investigr,t1::m of the source of looted. seC"J..r1ties w!:.1ch Ee.:· be fO'~d in 

Sweden. f".o.ey lf~este4 that such inv£sti.;;E.tiona mi&ht be tu'.c5.e on the 

basis of lists of iecuri ties looted p'y the Germe.ns. w::ich lhts \loule: be 
" 

cO::!!pilec. by the governments of the eOl'l."ltries fron which the sec'.ll"'it~es 

had. been looteC!.. :7ne S",eC!.ish Govern."':lent would. be in e. posi tion to exP..r.'1ine 

ell transactions in t1:.e Swee.ish ::u;.r::!"t in order to discover I.!n;.r s~c·llI'i ties 

80 listed. The S\ledish dell?g?tion agreed th2t ~v complete pl~ll for t~e 

a~~in1etretion of e. search :for looted ,ecurities wo~d. be Given 

s~athetic considera.tion• 

.At ttls point the nebotie.tors l-.ad covered a!l i ter.:s on t~e agenc.a.. 

although agreenent had not been reeched on mP~V of th~. HOwever. it va.s .. . 

believed a?'roprie.te at t~s·tirne to discuss t~e que~t10n of the ulti~ete 

disposition of German assets in Sweden. '~e .Allies pointed out th~t apart 

from ~v legal consideration thR.t,~v be involved in the eia,osition of 

the proceeds obtained froD tbe liquide.tlon o~ German e.escts. t:;~e Allied 

countries had a moral claim to these assets in order that the:' co...u.e. be 

a~ied to the. relief and re~b:l1 tE:.t~on of devastated. and depleted areas. 

2be.y stated that vhile they recognised that Sweden hadcla1ms aea.inst 
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• 
Gema.n,.v, the~ felt certain that. Sweden va.:.lc. not Wa!l~ to reel1:e e It.:!:';;er 

percentage of i 1.s elainB ths.n would be rea.lizee. b:r those cO'J.ntr!es w:dch 

bad 8"~fel"ed eo mc.Ci1. The devotion of theee anets to relief El.nc:. rebn~ili t: 

• 


tion vas conside:!:'ed bir the Alliee to be consiste!'lt with Sweden's policy 


of givill6 aid and relief to the liberated anc. Allied countr.l.es. 


!he Swedish deleg~tion reiterated its position thEt it woul! not 

acc.ej?t the Allied le.;el claim. !l!hey ecphaBlzed th2.t t!ley recognized the 

.uli~d ~or&l cl~im uJ.t pOinted out that Sweden had alrecey contributee. 

extenBivel: to the relief and rehabilitrtion of devasteted &re~.. In 

this connection the Swedish deleg~.ti;on ....l.'b!:d ttee. a BU.':'l1!lP...ry of Sweden' B 

contriPutions to reconstru.ction and relief. The Swedish dele';I".Uon also 

pO!!'lted out t~.t Sweden could not transfer 8!tT of the procepds fro~ 

Swede!'l, but that wha.tev~r &':lo-.mt would be made avE1le:t'~e to the Allies 

would heve to be usee. wi thin Sweden for the pUrchase of goode, sub':; ect to 

sup?ly lir.-,i te.tions. Justice Sand.strom therefore recol:1r:1endec. th2t,6wec.en 

voulc., co~sistent vith its.legal position, write off e. s~~ll p~rtof 

Sweden'. export cred.its to certein liberated countries desicn'tec. by 

Swee.en, but th.e.t such vri tinb off would not involve the utilization of 

the proceeds of liq-Ilidetion of German aSlets; rather 1 t woul~. be a 

further. con~ribution b:·r Swede!'l. Wi th res)ect to the German assets. he 

proposed tbat Sweden vo·jle. use theae a.sets to off~let cla1~s of Swedish 

creditors against Ge~ and would retain the balance after euch off-let li 

. a blocked account to be dealt with byai.:.baecrJ.ent net;oti::t.10na with a futur~ 

reconltituted German GoverIlCent. ~though initially no Bte.t~r.lent we-a made 

on the IIWD to be paid out of the Ge~ &Baeta to.atiBfy Swedilh cle.i!lll 

against Germa.rs..v. Justice SandBtrom'subsequently stF.ted thE..t out of the tote! 
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of German assete in Sweden, 228 million kronor would be peid into 

• the clea.ring to aatisfy SWedish cle1i:1S, It:'~ving a ba.le.L.ce estiT."f ted e.t 

approx1matel~ 150 ~illion kronor. Justice SB-~dstrorn subsequently made 

known th~t Sweden would contribute under t~s proposp~ .one million 

Swedish kronor to the llbe~ated countries. 

~e JJlied delecation rejected thia proposal in toto. They pointed 

out that while the Swedish propos&! gave full consideration to the 

iweMsh le4:p~ views, It 4:8.ve no consideration to the All1edleceJ. or 

-!loral arguments. They .tated, ~hat. the reeervcUon of a IIUln in a bloc:ted 

account to be d,ieposed of at ,a future de.tein agreement with a recon­
'J 

aUtuted GemaJl Governm~nt 1E di rectl;- contr~:ry to t~le secUri t;-> ob.; eeUve~' 

of these negotiations with which the Swedish Gover:unent he.d decle..red 

1 tself In full 1:'-"'JI:Qath,v. The Allies eJ.so pointed o~t that the Slfedish 

offer to contribute to the relief and rebe.bilitF.tion of deve.st2ted 

countrl es lr.Y' wri tiD€ off certa.in export credits left the decision entirely 

to the Swedi~ Government as to Which countries were to receive s'~h 

contri 'butions. In ef:"ect this meant ,that the Swed1B~ Governnent would 
"" .. 

take over the reparation responsibilities assigned to t:t.e Inter-Allied 

Beparation A€ency. 

In order .to prevent a bre~own of the neGotiations, the Allies 

proposed that a BUm be handed over to the three .&llied GoverDJ!lents acting .. ' 

a.truatees for the cCllntries eign&to17 to the Peri. liepa~etion .Ac'eement . 

to be used for reconstractionand rehabilit~tion, but with due regard 

• 

. . .
'0 their ez1stinc international obligp-tionB and comm!tmen~s. In ef:"ect 

this would mean that the ellocetior.. ftmcticm voi:al.d be turned over to the 

r 
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• 
Inter-Allied Bep~rations.Agenc~ b~ the three Allied Governme~ts w~o wo-~d 

use their in.~uence in order to assUre that'countries with w~ch SWeden 

did not have or contemplate trade relati onship wolJl.d not be coru:.;)ensated out 

ot Swedish kronor under the lARA allocatic~ procedu=e. Justice Sandstrom 

believed that this arran~enet or one along these lines wo~d ~e 

aatisf'actory.. 

!he Allies subsequently proposed that the Swedish Gove~ent contri~~tp 

50 ilillion kronor tor the assistance ot nOD-repe-triable victims of Gert"...en 

acgression, 75 million kronor to 'recone:truction lV • and .thr..t the excess 

above ·the e..mO".Ult needed to bele.nce the Swedish-German clearln6. i.e•• 

150 million kronor, be placed at the _disposal of the .&.lUes, as tru.stees, 
!t 

tor rehabilitation and reconstr~ction of devastated are~s in consid9r~tion 

and recog~ition of advances of the .&.llies for the BUp?ort of e. minimal 

Gert1aJl econotIY.< !r.ae incl'l:4sion of the phra.se "support of a min1:;.al. Ge!'l'!'lBll 

econotlY" was desi,ned to satisfy the Swedish le.,;d position' tbE..t these 

funds were rela.ted to Ger::lMyand the GermaneconoI:lY. It was st.:.teo.. t9 

the Swedish delegation that the 75 million kronor B..'le. the 150 million 

kronor 'Wo-....ld bedistrib-~ted by IA..':tA, but that the three .&.liied Governments 

'WOIlld make every effort to insure that the allocations wolJl.d be r.mde only 

to countries hev1ns trade relations With Sweden, and t!lc~t the Swedish 

Government v~Jld be tree to wor~ out with those countries the problem of 

use of the funds 10 allocated to them. In this w",". Sweden wolJl.d.. be in a 

pos1tionto obt&1n thoee countries1 agreement to use the proceeds to write 

otf msting or- future trade credits•• 
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!he Swedish delegRtion pOintea out thet in effect the Allies were 

aeeking to obtain the equivalent of three-:fourtl:.s of the proceee.s realized 

.from the liquid2tion of German assets in Sweden, t:hereas the Allies bed 

obtained only 50 percent of the aSlete in ~.t:erl~d. ~e Allies replied 

that the SWedee themselves had asked tbet tl~ Swiss ~reenent not be used 

. as a basis of a Swed1eh accord. Justice Sandstro:.le/cvised. thllt it wo·.:Q.d 

be necessary. to clear the Allied propoep~ w1t~ bis government an~ 8U(~gested 

the possibility of temporarily termineting the nelOti~tions in or~er that 

he co~.o1d personally report to hie government. The Alliee U%'E;ed. upon hit:l 

the importance of reach1!l& an acco:-d " ae 800n as possible an~ 8us:'~ested ...~;, 

that it would be preferable for the dele~tione to continue to work on 

these problems Without interruption. SUbseque~tlYt Justice S~ncBtrom 

recommended that the 150 million kronor balance obtained :f~on the 

liquidation of Ger.r~ assets in Sweden be used for the purcr~se of goods 

in Sweden for .Ge:-rnan.v t IUbj ect to ageement bet""een Sweden ~d the 
. . 

. r~resentatives of the three Allied zones in Germany as to t~e types of 

coods which WallIe. be ",vaile.ble. Be mae..e it clea:t. that the use of these 

.goode would be uncondition2l.. subject only to supply limitE.t1onE. Be eleo 

indicated thf...tthe funds could be made ava11f'ble iT!l."'::Iec.ietel;.r.an.e. the.t the. 

Swedish Government wo...ud be prepe.red to hold discussions concerniIl€' t~eir 

imnedie.te use as aoon as It Vas desired. 

In considering thia otter the Allied ~resentat!ves bed the b~sic 

probler.l of determin11lf: vhether the Svedia.l). offer could be integT!:.tee. vi th. . 

the Paris Reparation Agreement. .a;pe.rt from the 50 mUlion kronor to be 

a:uocated to the Intet-Governmental. Cor;anittee CIl. hfueees for the re­
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habilitation and resettlement of non-r~patriable victi~~ of Ge~~ 

• . action. the Swedish offer left a bala..!lce o'! 225 million kronor to be 

disposed of pursuant to the Paris ~ree!!l(>::lt. Under the percentagE's a..-;reec. 

to at the Paris Jeparatioll Confe;rence, ttisvould give the US anC:. t::'e 


'OX each a;:Pl'ro:dJ!lE!.tely 63 :011li.on krono::.· ~e French s!"...a.re would. total
• 
a~ro,...1matel;r 36 million kronor. The total thElre'!ore of the US. UK anc. 

Fr~nch shares would equal 162 million kronor. It wo~c1. theref~re be 
. 

possible for the Fre~cht us and.'OX to a~Borb ~he 150 million kro~or 


alloca.ted. for the purchase of goods ~or Ge:-c.a."lY as a pa.:-t of t!:i.eir s2re. 


leaving the 75 million kronor to be distributed to the othe:- gcvernments 


ligne.tory to the Pp.ris ~aratlons Agfeement, with a total of 12 million 


kronor to iO to t~e US, UK, and France to complete their reparation 

share. The French, however, pointed out that because of the self-supporting 

nature o'! the French Zone, they were an.rlous to keep to a min11'JWll the 

amount they obtained for purchase of gO,ods for the French Zone. This 

would require the US, and. the Ul::to te.::e their e!'!tire s:~e.reout of t~e 

tunds 6.l1ocated for the p'J.rcn.ese of goods for Germany. ~e desirebili ty 

of this was reviewed with the interested office", in the Department ~d 

. in other gove::nMent ac:encies, anci. i.t Was finally agreee. w:. th the French 

and subsec:.uently wi th the :British, that trJ.s proced.ure YO-.ll~ 't'e se.ti's'!e.c t or;.,., 
, , 

. The Swedish negotiator. vere therefore advised that the Allies . 


could acce;:pt their offer but t~t in acce;:ptinc:it they wanted it cleprly 


understood tht-lt the .Allies were 'treatiIlG both the 75 million !:Tono:: 


contribution to the ~ and the lEO aillion out of the proceeds ob­


'tained from the liquidation ·of Germe.n aBsets, as funds to be allocp.ted. b:­
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the ~ It Was to be uncerstoo~, however, that t~e US and thp. U\ 

• wo'wl~ draw their entire reperptioL share o~t of;thel~O Dillion to b~ 

. used tor the pu.:rc~se of goods for Ge!"'l"leIl,v. It Va s elso e.t':ree~, at the 

• 


requeet of the Swedish delegl'.tio:l, :that the US, 'OX and France would use 

their best efforts to insure that the IA..".U. wo'U.ld not alloce.te e.n~r ppr,t ' 

ot the 75 million ~onor to Yugosle.via. with whom the S~pdish Government 

~e'l! DDt, pre8e~tly mwe tre.d.e relations, and thet the alloc£.tior~ soon;; 

the re~ini~g countries walld be coordinated as beet possible with the 

desires of the Swedish autho:,i ties. Bovp.ve:r. the .Allies emphe.d zed thrt 
. 

the finrJL decision on distri~~tion of 
" 

the 75 million kronor would hF~e'to 

remain ~ith the ~~ 

With 8.Greeme:lt ree.ched on the (fJ.estl(;n of the C!.!stribution of the 

assets, the negotl£,!,tors proceeded to the dra!'Ung o'!' an ecco:rd. !i.'he, 

Swedis!:i delee;2t1on mee.e it cler-.r tl::.e.t tJ:e~r bed exceeded the hrms of t"'.eir 

inttrJ.cti~ns in t!:ie aGl'Benents alre~~' reached with the Allied repr&­

sentp.tivesi and t~t thep:,opoBe~ accord, once co~lete~, would bP.ve to 

be referred to Stoc~:hol!:'l. TheY' poi:lted out thp. necessl t~ of c!.ra'!'t1ng· 

the accord. in such ma.::mer as not to antagonize the Svedish Govt'l':l,-:lent 

and not to enc.anger its &cce?tebility to the Swedish Eiksdt~. In the 

drr~t1ng of the proposed accord, which wes completed on J~? 3, 1~?6. the 

f'ollowiD€ salient points arose: 

(1) With reference to the econo~ic Becu:,it~ provisione of the 

program, 1 t was necessary t.ile.t the accord spell out in onl;.· VP.::T brief 

terms the ::9e.:-ticipation of the Alllee in the af.:m1cl.stre.t1on ane. l1C!uid.?tion 

of Ge:-man propert:: in Swede:l. !hiB vas acco:1pliehed. b? provld.inC t~.F:.t tl~e 
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procedure already i:..:foI"l"'..e1l:v exta'blhhed as a mee.ns o'!.' e xc~,;ins 

• in.!onnation betweeIl the !'C~O and.the Allied J:lissions in Stoc;:'~olm 'WOllld. 

be continued and that all relevant inform.P.tion concerning t~e proGress of 

• 


, liquidation voule. be BUlJplied by the Swedish authori tics. llefr;re:'lce ve.s 

made to the v~rld securit~ interests, to the promotion of freedcm of trade, 

and to the avoidence of Bales to ·cloaks-. Salel vere to be made to 

non-GemanIlAtioriaJ.s and vherev'er possible the,- were to be public Be.:!.e B. 

Fereqns considered dan~erous from tbe po:nt of view of lecur1t~ wepe to' 
" 

be removed f~m German-controlled lUlterpr1ses. J'irovision was me.cie for 

protecting the interests, direct or "indirect" of persons of no:.-Gerttan 

ne.tionality. Liens against Gernan propertr, arisin~ after ~r.uEt, 193~. 

were to be :preS".l."ned invalid unless proven otherwise, and uns~ct:.ree. cle.imB . 

&i8inst perse ns ir. Ge~ vhose prope:rty in Swed.en vas ·to 'be lict:.1dded 

were not to 'be satisfied. O"..:tt of s-..:.ch propert:.·. 

(ii) It ve.s agreed tb&t the GOTernce~t of Sweden wculd s;~at~et1cell: 

exanine the qu~!:'tion of the disposition of Ge:-ma.n official prope:!"t;v in 

cons'iltntion with the r~resente.tives of the three Allied governnents, 

and Bimih.r trel'?tr.:ent "'e,S to 'be accorded t!:e pbysicp' l'ropert:?' in sWeden 

of the German Stp.te Rail",~~e. 

(iii) The SwediB~ Government acreed to restitute Ell gole. ac~~red 

by' Sweden and proved to have been tB.i:en b7 the Ge:t"J:l&nB f~om occUpied' - , 

countries,Wi th -the provision the.t &J:l3" claims of the ocCupied countries _ 

.or their banks, of ie,sue not presented before Ju1.7 1, 1947. wou.ld be 

barred. ~e Allies agreed to hold the Swedish. Govern.":1e!lt harmless from 

.~ claim. derived trom traneferl from the 8wed1eh I1ksbank to third 

countries of COld to be restituted accordiIl& to the e'ove .decleration~ 
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(iv) !he terms of the accord. coverine t!::.e d1stri 'b....ttion of the 

p~oceed& of li~Jidetion followed the lir:es of the agreeme~t yroviously 

reached.. J1ft~ million 'kronor Was to be contri~~ted by the Swedish• . . 
Oover::unent to the lnter-Govern.oental Cor.t-rnitt~e on Ref~eeB for the use 

. ·4' 

of rehabl1i~ation and resettlement of H&zi victins of Gercan action, and, 

75 million krono~ wse to bE! contrib1lted to the relief and rehabilitpt10n 

of the countries party to the Paril Beparstions ~ree~ent.!he dre~ting 

of thla provision Was extrem.ely cUf!'iC".ilt since the Svec:1sh authoriths 

wisheo to have the 75 million !tronor a contrib-u.tion. w::ile the Allies 
!J 

were insistent that the dietribut~on of the 75 million kronor Would 

have to be undertE'ken by the IA'?..A.. It WeB e.greeli, ho\~eTer. thP..t there 

would. ;e consul tFtion between the S.,ted.iBh Govern.'!!ent e.n~ each of the 

countries wr~ch took credit for er~ p~rt of the 75 million kronor. 

. , 

• 

Vi th respect to the 150 millie!) balp_'lce left fro~ t::e 4i etr!b-~t1on ...., 

of the proceeds of the Gerrr.l".r. anets in Sweden, aft'C'r clp.arin~ agr.inet 

Swedish cle.i!:ls, the 3ritish re::;resentc.tive advisee. th~.t "':'4, govf':'!'.nent 

would not agree to aniT proviaion wbichwould rest~1ct t:t:.e UIH' of these 

funds to the purchase of ~oods in' Sweden for the Ge~ econo~·. It 

Was therefore a~reed that for the pur.pose of preventing disease and un­

reat in Ge~ and towarda the relief of the current b-~en of the Allies, 

the INJD of 150 mil110n kronl')r wO'.:ld be made available in a 8ppciel accOlUlt 

Vi th the Swediah R1ksb.e..n.i!:: for the pu.rchase and delive~ of goods to the 

.American, Srithh anc. French Zones, but th:lt recogrii ti on would be g1ven 

to the principle of mult1leteral. trade and to the rirftt'to U8~ the£e 

funds for the purchage of goods in countries other than Sweden • 

• 
331697 . 



(v) !J!he Allies 6greed to indem!'lify in GermE'.r.y e.n,.v Germans 

• af'!'ected b;-r the.l1quide.tion of !,roperty in Sweden. • 

(vi) A provision was included definin: the Ge~Jl pro?ert~ to be 

• 


dealt wi th under the proposedunderst!:ndinc;•. which definition included all 

prope~y owned or controlled, directly or indirectl~, b.r any person or 

leg£1 entity of German nationality inside of Ge~v or aubject to 

repatriation to· Ge~v, other t~~ persons who have not. since .~te~ber 1; 

1939,~ enJoyed full rights of Ger::l8ll ci tizenah1p, or persons Who Were, 

by Bazi action, aubstantially deprived of liberty. on political. ~.cial. 

or religio~s crounts. 

(vii) It wee provided that q~~e~t1ons of CO!:J:lon interept relatinc 

to the understanding of differences w~ld be sub~ittedto an ~ire•. 

which procedure was to be the exclusive method of determining m~.tters 

of dise.&ree:'lent relatint; to this understanding. . '!'he 1nclus!~n of tMe 

provision was difficult, sinee the Swedish deleg~tion considered t~t 

any arbi~raticn proceedings was in derogation of their position th~t the 

adndnistration of the program was to be entirely a ~eeishresponBibility. 

Moreover, the Allied dele~ations refused to applr the arbit~ation provision 

to the qu.estion of non-discrim1natol'7' protection o'! Swedish property in 

Ge~. since clearly the Allies could not bind the Allied Control 

.. Council .and the lA..~ to 8'Ilbmit .to arbitration a question involvinc the'ir 

1'I:mctions and actinties. !be Swedish dele&!'.tion finally ac.reed, however, 

DOt to apply the arbitrat10nproviBion to that clause of the accord. 

(viU) !'he Swedish delegation preaBed for a guarantee t~e.t the , 

Allied governments would cO:t:lpenlate Iwediah wners of property in German,.v 
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in Swedish kronor :for ~ assets reooved b;" the Allies under the re?c.r~tiori 

• pro,ram or for other purposes. !'he .Allied. d.ele~~tion8 re1'\::'8e:1 to acce.:;?t 

ihis principle but agreed that compensation would be p~id. to the same 

extent as we.s provided for n.e.tionals of Allied countries w~o.se propert,.. 

Was removed. The Swedish c!elelVtion in.1sted thB.'J t!le Allied podtion on. 

Swe4iah propert,.. in Germany was inconsistent with their position on German 

propert,.. in Sweden to w:!:.1ch the:;" clair.ted tiUe, and. for the liQ:!rl.l'IFtion 

of wMch they he.C. demanded the proceeds.. !he .Allies reyliec'. thl'>t the 

two cases were not at a.~l identicE.1; ;th.:""'t in the one Cl:.ee the S\-:ec.es were. 

liquic..~ting all Germen interests in and. title to propert:- in Sweden, and. 

tb.c"t the owner was there!ore enti tlee! to eq".!i table compens£.tio!l. whereas 

in the case of' the rem~"'cle of pro?ert:r from GermE'Il."I"', owned. b;" Swed.iih 

natiows, only e pe.rt of the assets were being removed. e.ne:. no che.nge 

was being mede in the title of tte owner. ~he Allies pointed out t~_t 

their actio::l in German,.. Was no different tha.n the no~ governmentel 

• 

'requ1 pi tionine; of sup::.)liesof a goiD.(; concern and the t une.er wel1­

established principles of' intern~tlo~ law. it vas only necessar? to 

p"" compensation in local currency on a non-discriminatoI7' ba.sis for the 

asset8 80 removed~ The language finally acreed ~on in this .dr, ~t 1':,ovided 

that it was the .intention of the.Allled cover1lr.lents to £ive Ilon-disorimin.e.- ' 

tory protection to the property in Ge~v of friendly fo~eign nationals 

and to £iva dne considere~ion to theprinciple8 of aq~lteble co~ens~tlon 

for 1'e!!\OvP.l8 of properties from, the. cones of Ge::-:-:'A!lY occupied b:v the 

three Allied covermnents. !he Alliel allO acread to ma?::e a~enents 

for the admittance of an official Swedish delegEtion to visit the zones 

of GeI'Jll8Jl7 occupi~d by the mill tE:1'?!Onee oft!.!.e three Allied goverJlJ":1.ents :tc 
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• 
inspect pro?ert;- of cOr.Porations in which S....e!isb n'?tilnt.W.s hP"~. a 

subete.ntial intereat or whl.C!l were e.irectl.'1'" ot-'nec! by SweC.ia!l nati,,::.e.h. 

(ix) The Allies 8.€!'eec. to eli:::tin?t~ t~:e "ble.c~: Liet" ar.<". the United 

StP-.tea agr~ed thFt it would at <ihp. e".rliest possible {.Ete un~locl: Swedish 

holdint;s in t!:.e ·Uni~ed States tl1rsue...'lt to a procec:u.re to be "or~:ed out ~ 

the of!icielso~ the United States anet Sweden. The Allies p~ivF.tely 

.~eed ....i th Justice Sandstrom not to delE;" the reJ:lovA.l o! the :9lac~: 
. 

Lht until the8&ree~e!'lt Wae ra.ti:f'ied b;~ the Swec.ish ~~:sda.g. ':'hl.s 

was J!lF.de necessary on the Allied s!.c1.e b7 t~e US-UX &&ree:-!!ent to rE;lr.lOVe
.' ~ 

the lhts on July B, 1946. Wi th respect to unbloc~:1nG US p.ssets iIl. the 

Uni ted Stat es, the Swedish delegation expressee. the strong hope' thst 

these assets cou,.le. be unbloc]::ea. prior to the re..ti:f'ica.tion of tb.~ l''-8reer:lent 

b::r the Swec.ish Riksd.e.C;, obeervin~ thE.t t:.is woulc be of S't:.htp..1'lt!el 

assistance in obte.1Dine such r~ti!ic~tion• 

.(x) !'he draft accore. pro-;icled tl':.t': the Swedish Govcr:-...r:::ent "loule" 

not sell or transfe~ Ge~&n-owne~ patents in Swede::., pen~~nh its p~~ticipa-

tion in a"J.cn .arrp.Jlftp.:"'!ents a.s ~. be B.t!reee. to a~ons the All1ee.GQvern­

ments. A similE r provision was incl':tded wi thresl'.ect to G\"!"r'.E'.....'l tmcte­

• 


(xi) !:he accord provided tl:J.F.:t it would take effect upon 1 ts 

ap?rove.l b;" the SWedi eh lt1~4at;. 

Coneidere.ble cUfticult,. ~ been e..""1lerienced in t~e dr:'ftin£ o! 

thie Acc~rd, since the SWediah deleg.tion carefull;;" r"vie'lr."ed er-ch phase in 

the p:-opoaed Accord and insiste! thnt there should be no l&n€U&.-:e wi t~.:1n 

the Accord ~ch could in anr v., be con~trued as inconsistent with the 

...------,-~-
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Swedish le,&1 position. In view of the fact t~t the Svedish Gover~ent 

~ 	 considered its' contribution of 50 million and 76 million kro~or r~s?ective17 

as contributions Unrel&ted to German ezternel assets, while the Al:ies 

neces8arily consi~ere~ thes~ sums as bein&. in re~it~". de~ived !ro~ tLe 

proceeds of the liq'.rl.detion o! Geman assets in Sweden to be distribu.ted 

by th.e I.lt..'aA.. the :i»ro'olem of findi~ l~Ge to satisfy both th.ese vie\'s 

Vas not easy. In m.a..Jl1' instances diffic...aties of llLn&'ll8{;e directl.v a!'!ected 

IlUbstantive iU"J.es.· Unlike the draftin;: of the &Vis& .Accord. where the 

Swils did not too carefully consideJ.'" the exact l~e eI:1ployec. in the 

terns of the Accor~. the Swedes we:-e pro~ to qu~etion al.::lO,t eve~' 

phra.se. i'inelly, t~e proposed Accord Was 8.t;re~d to Sl:lOD.E; the dele.;." tbns 

and OIl, July :3, l'::l46i t was referred to Stoek:.'lolm b:;- the S....edish G.eleb8.tion. 

Much to the displeasure ancstrong disa"ointnent of the Allied 

deleb~.tio!:.s. the Swedish ~vernIler.t cabled beck very speci!ic disl?,;rep-:"lents 

wi th the proposed Accord and recor.t'!\ended cr.an~E's in lanf;.:£..ge w1uc:' 6.irectly 

affected BUbstaativ~ issues. Apparently, the Swedish dele~~tion rece~ved 

ve~' stront: instr.lctions fro::l t!leir €ove~D.r.Ient which cri t1e1zed t!:em for 

having exceeded the terms of t~e1r authorit~. It thus beca~e difficult 

for the Swedish c.ele.;etion to compronise on le.ngila.~e v!:ich hE-c been sui>­

mitted to tiler:! by the Swedish GcverD..':!e!lt. even in those .ce.ses Where the? 

were not awere of the basi. for the Swedish instruction and proposed chan~e 

in language. Consequently. the last week anc a belf of the ne.:otir.tions 
. 	 . 

vere devc:tld to a discussion of detB.iled lanb'Jabe changes w!lich. Beriously 

vent into IN.bstentive 1...lle8. It vas most M!fic-..:,l t for the .&l11e8 to ceel 
~ 

vi th the Swedi.h 4eleption 1n vieW of their ii'on-clad 1nstrllction•• 
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41ttloulties vhtch the Swedish Govern.r.lent bRa. with t::e .Accord 
.r.ILJIIIO"""­

(1) . !he Swedish Gove~~ent insisted that t~e distri~tion of the. 

?5 -id111on contrib.....tion vas to be determined in t::efine.l inste!:Lce b:-T 

the Swedish Gover:ment. ~e' ~e.rn"'"Jent JllC-intc.ined thnt si:..ce this 8'I.L'!1 

reprelented acontri~~tion, the,r had the right, in so mal:.~ such a 

contribution. ~o cietermne the recipients and the amounts to be al10ceted 

to the recipients. 

""(U)the Sved1eh Goverment restricted the use of the 150 million 

to the pur.chase of goods for del1verr to the GeI'l'DP.n econotn.v by elir:dnatin.; 
'~.'J . 

a:ny reference to Jm1ltllateral trade and· by restrictina the us~ of such 

funds to the purchase of goods in SWeden only. 

(lii) ~e Swedish Government cro.ld not egree to the arbitretion 
.' " 

provision since it afun1 t~ed.in their view, a participction in t:'e 

Swedish adr.dn1stratio!l by the Allied &o~er~'!1ente. Moreover. ·the? op~osed 

the view that the arbitration provisicn not be made ap?lic~ble to the 

q,uestion of the protection 'of Swedish property in German;r. 

(iv) !t'he SweCish GoverDment could not aeree to the provision thF.t 

all relevant info~t1on regc.rding the procress of the l1quid.p.tion ehould 

. be ~~P?lied to the jllies. Moreover. it took the position t~t its 

. prele!lt po;icy ie not ~o allow llens unless they ar~ in fnct bona fidel and 

that theretore no provision Vas neeellary for this. !file Swedish Govern- . 

ment .aieoobJeet.ec1 t.o the pronaion covering the removal of unde8irrble . 

persons and to aD1' inclusion of a 4efinition ofGel".!lU?ll prope~t~. ~eir 

. DbJectlve tD a d.~lni tion vas baaed on ..the ff!ct that the Swedish lepslation• .. . . 
a4equatel.7 ;provided tor ftCh 4ef1J11tlon and ~ other 4efinit1011 might be 

"'. 
":0..... 
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. , 
confusing and inconsistent with the terms of Swe'ish legislation• 

• (v) The Swp.dish Gove~ent maintained that under no circ·~stLllces 

could it a,ree to consider favorably the All1ea. cle.im. to official German. 

propert~ in Sweden $lld. requested that this proviBion be elimin.eted from 

the terms of the Accord~ 

(Vi) !he Swedish Government was .D:ot satisfied wi th the clause 

covering the protection of Swedish property in Ge~. • 
(vii) . !he Swedish· Government. reque~tec. that in the un1llocld.IlG of 

Swedish assets in the United States, Sweden be etven most t~vored nation 

treatment. !'.a.1s was impossible, sinte in certe.in special cases, bloc!::e4 

assete were unblocked without ~v certifieetion procedure. !he Swedish 

Governcent also steted it would be satis~ied with a ~rovi8ion giving 
\. 

Sweden the 8S.r.Ie terms as had been accorc.ed Holland. 2.."ld. Norway. This 

was also i1:!possible, since the terms accorded t~ose cow;ttriesvariec fro!'!l 
and. . 

eEch other, lin an.v event, !:'ret?sury applied a sOr.!ewhP-t different p:oocedure 

to neutrr.J.s fr.om that applied. to liberated co.:.ntries. 

Obviously, the Swedish Objections rr~sed considerable subltantive 

difficulties. The discussions on these points were finnlly resolved in the 

ma~ner set forth below. 

The form of· the aereement as finally reached was changec! to a 

series of letters, Bome to be lent to Justice Sandstro~ by the Chiefs of 

. ~lied dele,ationa and other, to be ,e~t to the Chie!s of the Allied 

delegations 'b7 Justice Sandstrom. Although the form was ntt lonlidered 

• important, it ·,ho"Jl.d bs noted that the use of this form pemitted the .Allies 

to obte!n the inclusion of an arbitration proVision. 

(i) . !he first two documents exchanged were identic£! letters 


covering the basic ~derstand1ng. !he letters provided that· the Swedish 
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Government vould eli:ninate ell GertWl. interest in Sweden and tb.P.t the 

procedure already informally established shall be continued as a means 

of exc~nc info:n:.:J2tion re~p..rding the discovery and. liquidr_Uon of German, 

property•. In this "e..v,· t!:l.e consultative procedure "8.8 definitely mad.e 
. ~. '. . 

applicc.'ble·to the l~(flicl!!',ti.on of Germe.n property in Sweden. !:bis letter 

elso J;0vered the disposi tion of the lSP million kronor and provided. th.e..t 

to ~ssiet in the prevention of diaease and UIl:oest in Gert'lSJl.v•. this BUm 

"o~doe used to finance purch&ses in Sweden, or In e.n;l' other !':1E!.rj:et, of 

essentialco~dities for the German econo~v~ The incl~8ion of the 
".] 

ph:-8se Ito assist in the prevention of disease and. UIl:-est" "as insisted 

u;pon 'h1 the Allies so th£..t it vo·Llld be clec.r to the public t!1E:t, t1-.is S'.ll!1 

of 150 million kronor was not being Dade avcllable to the Germar..s in order 

to better their position in cO':-parison to tr..et of the liberated. ca::.ntries. . .. 

but was only being applied. to m.inte.ir. a minimum sts.nr.rre. of living in 

Gercany consistent with the terci of the Pots~ Protocol. lIt is also to 

be noted thet purchases in mar~eta other tr~ Sweden are authorized. . . . 

~De indemnificati~n of Germane.whcse pro~e:-t}"in ~eden is. 
liquida.ted i8 also included in thi 8 document. Tile doc·.mIent further provides 

for the restitution of ell looted gold by Sweden, alon, the ~~e lines, 8.8 

the previous draft, as vell as ~!:l.e Allied governments' undertaking to . 
" 

hold the Swee1sh Government harmless fro~ ~v claims derived fro~ transfer. 

from the Swedish B1ksdag to th1rd countries of COld to be Hsti t'1.lted. 

Divergencies ori~he inter.preta~ion ane. Bcope of the above provision ~y 

. beretened to ,arbitration if the four: governments donototheritise a.:ree• 

!he 1nclueion of ,this provision protects the Allies "ith respect to ~~ 
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importe.nt adm1n1 strative actioIls ~ the Sl-'edi s:-. Govermnent end. with 

• respect to noo-11quid.&tion "o:f'prope:-tr wliich th~ .A.lli.E's consic.er to 

be ~rman.!his is acco~l1shed by the f~ct thet Article I of the 

letter p:-ovidea that Sweden w111 el1J!1ine.te Ger::m.n inb:-e£ts in Swed.en, 

· while the arbitration provision goes to the sco;>e of t~8 clause. 

· Co;uJ~quentlY. the .Allies maintained that should the. Swedish· Gov!'rn.ment 

tail to.treat as German propertr in Sweden r..ich the ·Allies believe to 

be Goeman. the queEtion ma"v be subm:1tted to arbi tration. ~e &11ies 

-.de it clear to the Swedish Government, ·however, that they die: not. . . 

intend to use the arbitration clause.unless absolutelr neCeSE&r,r an~ to ',' . 

consider it only incases of importance. ~e above claUses were ~reed 

toby t,he Allies on behalf of the countries signa:to:-:?, to the 1>E.:--1& 

ieparat10ns Agreement. 

With refe:-eoce to Swedish pro;>ert~' in Gerl'leL.7, the p::'ovision gives 

· non-discri:01natory p:-otection to such property and provides for cO)':1,ense.-· 

tion in local ~rrency in the eese of removals. Similarl:.". the letter·· 

does not change the p~oviBion of the previouB dr,.ft coveriD€ t!:e inspection 

of Swedish propert7 in Ge~7 b.1 a Swedish delegation•.. 

. (ii) In a letter from Justice Sanastrom to the Chiefs of the .',' 

Allied delegE.tions the Swedish Governr:lent agrees that in the liquid;t1on,
I . • 

1I8le or t~sfer of German. property t due regard vill be paid to worfd " . 

• ac~ity interests: especiall.v the intereat of .elim1nating co~letel~ 
" t • : " 

all tormaof Ge1'lllB.D. contrOl a.zi:a. economic interest t "to the intereet of .. '. . . ., . . . 

• the national econo~" and to the obtdninti of the highest .poss1ble prices• 

.!hi. l~tter also prOvides that we. vill. be lI.P.d~ tODO~Geme.n· nationals ar. 

. when prac'lcable~'will' 'be pU.bli~ WeB.. 

." ~ ·.. 817....; - 3317"05 
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.' 

"1th respect to the interest of non':'Ge~n fore1&,n nr".ti(')ne~s in' 


such property, the2P .'are to be d.eal t with in the. sa..":le me.nner es t!wse of 


'Swedish natior.a.ls. 1.rhe FCce is obl1E;E.tec. to inquire into th~ nature \ 

• 


of the liens an!.". cle.ims egcins t Gel'T.\.a.."1 property, e.n~ particul'~:'l:' ttose 

which arose im~eCietely prior to azdafter t~e 'outbreak of war. 

German pro,lle:;:oty i8 defined as inc1udin€; all prope:-ty owneC'. or 

.controlleG., directl~r or indirectl?, bY8:\V pereon or let:cl. entity of 

.GerJu:n nationsl.ity insid.e of Ge1"l""...a.ny or S'J.bject torepctrletion to 

Ge~, other than persona whOse case merl ts exce:;tional treatne:lt. 


This broe~ definition Was deemed by/the Swedes to be consistent with the ~ 
. . . 
of the detini tionincluded in the SweCish lepslation, W~lllE:' the exclu­

eion cla~se pe~its the Sweaes aaministrativelr to exem?t ceses intirectly 

involving Swec.ishnc:.t!ona.ls or cases Which merit specir..l consi6.eratb!l for 
'" 

~tarian reaSO:ls. 
. \~-: 

Zr.is le";ter is aclmo,·:leaeeC', by the C:l1efs of the All1ee. e.elegp..tions .. 

(iii) ,A letter frol:l .:rustice SanC:.stron to the All1ee. dele::;r-t!cns 

provides t1::l.c.t wi th res~ect to the pe.r~:·ep!ls concernins the use of Ge!"r.le.n . 

assets in S\\"eden, the Swed.is~1 GovE;!rn~ent was able to r:tt':::e thE' e~l:e~ement 

on the E;rounds tNt t~e proceeds of liq'.llC.£.l.tir)n are Gel'!"'..en property L"lC. 

therefore~v be usee. as p~vr-ent for deliveries of comootities for Ge~ 

in conformity with the Swedish" clenrill6 legislation, providee. cO'!lJ'ens::tion 

18 given to the OWner. !he incl~si~n of t:4s letter was l:l~ce necesser.' . 

b.1 reason of the fe.ct tlu.t the Svec.ilh 4ele,c.I;ion Wa.& under instru.ction 

to make clear the .Swed.ish lege]. position, i.e., it could ma.l':e available 

these .eete for such purpose only :because ~hey vere le&al17 ent! tled to 

do so under t!le teme of "~heir ~eeme.ilt wi th Ge~. . In acknowledg.!.n& 
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thia letter t~_e Allies str-ted their underet8lldill& that the S\-!eCish 

• statement does noi affect the ar:'Ul&ements described in the bnsi'c docu- ' 

mente The Swedish letter alao sets forth the un~erstandi~ thEt the 

• 


liussia.n Gcrver.t:lDent would have no claim to use the Ge~ aseets in 

Sweden for the benefit of the Buss1an Zone. which is confimed by the 

Allies in their letter of reply. 

(1v)'" memore.ndun dped only by the Cbiefs of the Allied delegations 

state. that the understanding reached vit~ the Swedish dele~tion does 

not preclude the possibility t~ if the 1i~ui~tion of Ge~ assets 

in Sweden yields more than the esti~ted 378 million kronor. the 

jJ,lies may requett the Swedish Governr.lent to dispose of suc:::' excess in a . 
\ 

manner similer to that Which it had agrled upon for the disposition of 

the 150 million kronor. ~-1s memorandum Vas shown to the S'wedhh dele$2.­

tion which expresEed its concurr~~ce. 

W'nile it is not ex:i.Jected. t!-'..e.t the liq;rlcption of Gertlan !lssets in 
I 

Sweden will y1~ld substantiell~,more than the estimated. 378 ~lli~n 

kronor. trJ.s T.1emora.."lc.um was dr::.fted in order to protect the Allies at' 

lome f-Ilture date from act1!lb in violation of the tertia of the ACcord; ·for 

if the liq-ddetion should yield Bubsta.."ltiellYl!lore t!-...a.tl 878 million kronor, . 

the Allies would wie~ to l~ claim to it. 

(v) A letter from the Chiefs of the Allied dele€ations to Justice 

SandBtr~m Btetee that no future cle.1me wlli be presented to Swed.en by- the 

GovernmentE li~~tor.r to the Pe=ieiepa:'ation Agreement with re&~rd to any 

cold acquired b:" Sweden from Ge~ ane. trans:!er:-ed' to third. countries 

prior to June 1, 1945. While the terms of t!Ut letter are, on the fa.ce. 

-21.9­

331707 



.. J 

• 
111111 ting in e!i"ect,the. Allies have not received 11!.Il~r eviC:e!~ce of the 

erlBte~ce of any B·.lC~ cla1~f. ap.d the incl'.lSion of suc~ e. le tter we.s 

necessary in view of the fact that the' Swedish 'Gover:mne:'!'t wishes to have 

,a definite fi~re for t~eir obliea~i~n in t:~s reB~e.ct. ~e l~tter is 
:"11 

aclmowled&f!d, b~~ the Chiefs of the Allied dele.;r.ti':)ns. 

(vi) A'ietter frol!! Justice SandoBtrom Itates t!u"t the Swedish 

Govern~erit; ..t111 c.ontr11:nlte 50 million ki'o:'lor . to ,t:!:.e Intel"-"Governnen,tel 

~:!Ir.!" ttee on Re~ees and ~h.e.t .it Will use its best efforts to t1a!:e the· 

tune,s a~a11able as 800n EtS possible and ~n 8"J.ch mnruter as to best carry 

out th~ 8i~s of the Committee. Th18;,letter also 8t~.tes thl?t the S\.rediah· -:. 
;: 

Government w111 make available 75 milli~n krono:" which· the7 Will sllocl:.te '. 
: .' 

allocetion to be JIlE:.c.e G!l the besis of exch1':o.ges of' views vi t~ t~e Allies 

actin(: on be!-.p~f of S"llch cO'.1ntries ao.6. wi th fe.vor~ble cO!1sideration' of 

their views. WMle this provision le~.v,ee the U1ti:~:E'.te decisior. of the 

distri'b-~tion ot the 75 millio!l kronor ·to t~!e Swedish Gov~rr'..":iE'r-:t it does 

provide for d1&t'riJution to countries pe.rt;.r to the P&:"1& :Reparr:.tion 

Ae:reetlent ano. with fEvora:ole coneid.eraticn of t~e views of t!').oEe c~ntr1eB" 

~erefore. while t!':!.e Swedish Ga.- ernme!lt maintains. on the feee of the 

documen~.its right to ~e the final di strl'b-J.ti on, it 1s for ell prccticcl 

effect cocmitted to follow the views of lA.~ ~8 letter acknowledged : 
~ 

.."~ 

'b7 the Allies•. 

(vii)..&. l.etter from the Chiefs of the Allied. delei;t:t1on to Justice 

• 

. . ,": 


Sandstrom reserves 'the Allied. claim vi,th respect to 3ernan off:!.c1al. propert~ 

·in Sweden. !his letter is acknowle~ed 'b;I'- Justice Se.ndstron. S1m11erly. 
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• 
e. separate lett!:'r troD t!le Chiefs of the Allied. del~&f.tions. Bets fo~th 

·the understane..ini; thet t:-.e Swec:.ish GoVernner.t will i;ive ff..vorr.'.:lecon-
G' . " 

.Bider~tion to puttin~ the rollinc stoc~ ~d. accersories !o~d in Sweden 

authority. whicl. underste.nd.ing is confimed b:r .ruE'tiee Sa..'lc..strot'l in 

his le~ter of reply• 

. (viii) Other matters dee.! t with in the exehf'.n:::es of letters ere 

as f o~lows : 

(1) .The S¥edish Governnent ~rees to t~e steps to uncover 

property held. outside of Swed.en;by or t~roueh SweCish nr~tio~ls 

and to ma:e t~e in~orrnation obtained from such inveEtic~tions 

ava!le.1:le to t~e Allies. 

(2) The .A:!.lies express their a:?;;ireeit.ti on to thp. Swec..ish 

Govern::!er.t for t:ne j?roeedi.lres estEbl1s!J.ed ~or t.!=.e restit'.1ticn of 

property located in S"'·eden loote'- .b;" ti:e Ge:-r.:f;cs. "-":-~ich :::?l'o\":!.s1on 

the Swedi'h Gover~ent Q€rees to eontir.ue in force 'until .r'.1ly 1. 

1947 u.oJ.eS! t!:e ap)lice.'ble le&;hletion is extended. The Swed.ish 

Gover!lr.lent also e.crees to eoopere.te in locatinti; looted seC"J.ri ties. 

(3) The Swedish Gover~ent expresses its intention to 

repatriate aB loon as possible such Germe.ns as are d.eterminec.. by 

Sweden to ;be obno:doue. 

(4) !he Swedish Gover:c...":lent ~rees not to dispose of .German 

patents for three months excePt where. after notice to t~e Allies • 

. this is mar.e neceBle.'!7. In this connection•. the Allies point O'llt 

the cenerp~ policy ~ected. to be followed with reE~ect,tQ German 
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• 
tra.e.emarks and cop~r1ghts which the Swedi sh dele;;ation e.;:rees 

to brin~ to the attention of the Swe~sh Government. 

(5) !he Swedish deleeation agrees to recommend to its Govern­

• 


ment to place at the disposal of the three Allied Gove~~ents the 

proceeds of propertyt~~d in Sweden belonging to Yictir.a of Nazi 

action who ha"e died 'lfi,thout heirs. 

(6) !he Swe~Bh Governrnentagrees to ~isclose to the repre­

.entfttvea of the Allies any i!lformation cont..;"' r.et! in t~e files pf , 

the German Chamber o~ Commerce w~ich ~~ be relevant to the objective~ 

of the ~c.e~standing. 

(7) !L'he Allies aC.viset! the SweCish deler;p.ti~!l thet in 

reco:ni ticn of the understending res.ched wi th respect to liquicp.tion 

of German interests they bed ellm!nated the ftBlack Lists" eo f~r 

as Sweden or known Swedish nationals are concerned.. 

(8) On its own behalf the C~ie!'of the delee~ticn of t~e 

United States stated. ~hat the'United'St~tes of Ar-e~ice would ~~­

block Swedish holdinGS according to proce~,:reB to be wor~et out by 

the officials of the two countries. 

(8) !".oe Allies also advised the $vedish Government t~pt the:", 

have under conside::"l!.tion the .subj ect of Swedish representation .in 

(Jerrnany and expressed .the hope' the.t ae.tis'i"actOl"';V' 8.!"re.D4:~enta cOlld 

be wor~ed out for the eatabliahment of such representation. 

In a memore.ndum wr1 tten b:r the Chief' of the Uni'teci. Stp..te,s deleg:o'tion 

to the Chiet-ef' the French deleGation. t~e United States Gover~~ent on 

ita own behalf and on behe.lf of the United Ilngdom a~ees thrt in the 
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• 
distribution of the 75 million kronor, a ~~ of 12 million kronor will 

re:nain after t~e countries otheTt!:le:l the UK: and Fre.nc~ hEve been 

allotted their full sh.e.!'e 	and that this entire sum of 12 million kronor 

will be allocated to J're.nce. In return the amoutl.t w!rl.ch t:!:!e UK: an~" 'US 

ere to receive from this sum is to be in~luded in the ahares which t~ese 

two countries are to receive from the 150 million kronor refe~~ed to in 

the'principal lett~r. 

1. jetablishgent of Puerto Bico Of:ice 

In November, 1942, after t!le cOr::u::le~c~e~t of the l~o:-th .Mrice.n CE.npa.1gu.· 

it was feared b? Foreign. l'wlc:'~s Control that: U. S~rela.tions with Spain might 

deteriora.te. £s a result, a serious situation m!~~t develop in Puerto ~cowhere 

there were large Spanish holdings e.nd where muc~". of the economic life was 

dom!n£ted ~r Spenlsh inteTesta. ,.",' 

. At the.t time t::'e Foreign k;d.s Contrel proolerns were !~e.::.eC: :n Pu.erto Bico 

by the Governor' 8 Office. Since it was fE'l t tCr~t the· Centrol' s ;r>::"o:,le!!lEi ca:.ld 

not 'be hendled. adeqt:.2.tel;,r ~. the Gove:-nor's of:'ice in the eve=.t· 0:' trouble 

wi th Spain, a t;rO~ We:.e aent froJ:l Was~.!n(;ton ·to este..bl1 e::' a Foreigr~ Ft:.ne.s. 

Control office in Pue:-to lU..co, late in Novel:lber, 1942, a:!te:- cle!" :-t>.nce with 
• 

. the DepRrtment of tte Interior. In ~eneril. it eerried out the Control'. 
.. . 

pro&rEL":l in line with directions :frot: We.Eh1nGton wh1c~~ for the J!IOst PErt, 

were 811:11111.r to those applied to persona 	and enter.:;?riles in the Unite~ Str;.tps • 
.." 

!he Pa.~rto mco office wa.s closed Je.nua!7. 1::46. 

• 2.lo=Jatrblishpep,t of ;P~Jltp}jlne" O::is;e . 

" 	With the'li~er&tlon o:f the Philippines, a Foreicn JUnlsControlO:~ice 

~n1B O:fice adn1n1st~red the 
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the .1'ree21~ controls in 't~e Philippines. !he Tre:::,Eu:ry representr.t:'ve in 

• cherie of the effice eeviaedand consulted With the Mllit;-ry A:ut~o:,itie£ 
with 

an~/the Cocmonwealth Governne~t in thoee financial' an~ econo~c ~2.~ter£ in 

,vh!ch thE' Departnent hF..c. a.."l interest. 

In order to prevent persona .1:.0 collabroated. ..,i,th the ene~ from 

transferr~n& tt~!r profits or assets whic~ the~ held for t~e ene~ o~t of 

the Ph11i~r1neB to Bc!e~ven, 'our o!fice·exerc1~ed.,a co~lete cont:-ol over 

the uport of currer:.cy, 8ec".U'1t1 es. chee::::s and pe;."M~!lt orders of ell kbts. ,
Arrangenents were ma~e with Censorship authorities to prevent t~e unauttori£ed 

a:z:port of, s.n.v such i te:::s, whether 'by mail ;Or c1!"ble, or b~· pe':-Bons de::::e.:-tin~ , 

froe t:-.e .F.oilip:>ines. Zllese contx:ols were a!so usee., to prevent t::e cOr1?let1on " 

of tre..ns~ ctions wi::'C!l. we:-e ini tided under d'.;;.reas d~:'r...; e::e~' Occupp.tion. 

'With the rei!lEt1tution of the freezing controle in the Phili~pine~, the 

propert;,r of netior:.sls of bloc~:ed eO'ilIltries, Euch as S::>ain~' Swi herb,nc., 

Ch1~, France, etc., We::-e bloc::ec.. In add.i tion, of course, t::'e CESE'~~ ir. t!::.e 

contine!1tf'.l United Stetes of all, persons in the Philip:.,ir.es r-..iVE' "bee:-. :loc':ed 

since the Ja?anese Cc~~pf:tion. .J 
1":'., • 

..;., ".'- ... ' ,. 

~e prima!7 objective of our Philippine' Office was to repia.J.~' re9?e'i,::, ;':"~'~:" :':. 
, , 

, ' 

cr..e.nnels !or nQrmal b".lsiness ane. trede activities ant release bloc':eG: ass~'tB 
, .. 

for t~e rehE.bili t2tion of 'the JI'.n1lippi.nes,while at the BMe, time prevent1!l~ 

objectionable elements fro!:! beneti tin!,;. ~..18 was .acconplisheC', pri'l'l"J!'ril;'7' ,,' 

throUgh the licensing technique. ,'. 

the Ph1l1P.;1tnes. l1villll:- ez:.?en£e PB-vments trom 1n~vid~'" 1~' t.Ji~11p':)i:;.e8, 
• ~ .-.. .... • : •• > -: ... "- • ., 

.. to iD.cliv1~:ucl.8 in othll'r pa!'ta of the, Un! ted St.e.";es" a.~e, ltV-inc, exjense wHh.;.. , 
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dore.wals "by persons i~ the Philippi!".es from t:'1eir blcc::~e f..cCC".!nts in 

• 	 t!'li s CO".ln't::'. COT.l."7lerciel "ba.n:.:s I ~rior to t:!e r£'s';.."Jltjti ~n o'! thei r operp.ti :"l'lS, 

vere licensee. to obtdn the use of bloc:tec. funds for reh,,-'bili te,ti,-n pu!")oses 

and it was the state~ policy of the Foreiz~ Funce O'!'!ice to coor~inrte it~ 
, , . 

liceneing of t!J.e bE.!"~~s wit!:. the gre.!l~1ng of pemits "by tb", CO::!l.~onveelth 

:Bank CoJ:l:llissbner. Conson.e..nt vi th the aim ~f encot:.r~n3 privF.te trf'-(~et a 

%I.UI!lcer of licenses Were issued. allthori:i1lE: lnCivid.-.lels and concerns to 

purc2.se goo(ls in the contine:::t.al United States for s!'.:ipme:it to the 
. 

Philippines. L1"be:-e.l operating lice:lses were era.nted to lrw.merO".lE bloc~:ed. 


bu.sb.ess enterprises 1n the Ph.1lip:;?i~.es.fnclu.c',inr.: s!:verf'~ Sy.in :f'irns, 


s".:tc:' as Nestler; Hilk rroc.ucts (Er.portE) 1::-.c. " wl--ich Yere in e. "better ~:'ne.ncif'l 


pos~.Hon then roost locE.11y o~'ned firns to rSS1l)';le nOl"":'lf'l ope:-a.!io!ls as en 


aid. to t::'e Phll1ppi::.e econo~·. 


e.ve.:.la'tle, a.!1.C. as the econoJ:D:' o'! t~1e Islf..l1cS was re6torec.., t::'e lice::.sing 


ecth'i ties of the O:f,!ice ~ncreasee.. '2b.is event W£.S r.1et 0;- t~'e iS~\'':,:lce 


of 1:lp.:l::::et licenses. 


'It shoule. "bt/noted t!l:-.t s!>eci<ll :loc~::1nG cor.trolE We::-e ~:"!llie~ to 

colle'borato::-s after ce.!Oes e.e;::in!;1t t:~ero were develo?9e. by t~·.e ste.f'! of ~or~~ gl"! 

Fune.e CO!'ltrol in coopere.t1 :nl. w! t!~ t::'e mlli tr-:-;:" a".lt~o:'i ti es in the Philip)ir.."!;;'. 

TI..le cont:ools exerci6ed over .coll::"borationists we::-e a te~orary nee.!1S o'! 

aBsi~tin: the Cocmonwee1th Gover~ent B!ncet~e proclem vaB ult1nLtel7 an~ 

"basicalli-' a Pr..1lippine GoverDT.Ie!l.t p:oo'ble::l. 

• In a~tlon to &~in1Bterin; the free2i~ reGJ!atio::.s. t:'e Stp~:f' of • 

the Foreig. l'u.!lds Control Office haC. the responsi0111 ty- I as re;?resentr..t!ves 
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• po:'nt of the De3>p..rtl.le::-lt on e.lll:]E:~ters ~!: t!l.1n t;-"e s~h!'!re o'! its inte!'e~tf. 

~he CO:ll"lO!lYeel";h Govern.."e~tYe.s co::.fro::lte~_ Yit~ t~etE',e:: of reh~'J::!..i ~p.ti '~g 

, 1 ts f1I:£.!"'.cie.l R.."ldbF.~ng s;.r~te~s, .end of resolvl:r:..-; tl:e relrtecl pro:lens the,t 

resr.ltedfrOD Je:p£.nese' occu.~:!' tL·n. .Al thou.,;;h eSH:lt!E~liT a res?cns~:~ilit:r of 

to the valie.1 ty' of trinlOB.ctions effectee. under JapE-nese ;..,.ue. Conse('uentl~.. , 

inc.:e~.)e:lder..ce. the T:rc:;!;:~r:' ccntfole in t>e PJ.:iliPl)i '~es WE'r":' te:-::in" t e ". '1'::i6 
actior. 

/was casec. or. a. s:/eci-:'ic re('p.:.e!;t of the P:J.l1:t>:.:::ine G-o'\"'ernnent whie!-~ inf:!.e~ t!"c!' ' 

was ~o lonser re~~reC:. 

Stz.tes. For SODe title 'theree.:f'ter Ve co.r:.t!nued to blo,e~:: t!:le assets of Z5 persons 

who Yere bel1evedto he,ve collaborE.ted nth the Je.:?e..nes~ e..ur!~~ thE" Jp.."?E..'lese 

oc~t10!l. 

• 

. . 


As a reB".ll t of the .temae.tic!). of t!:.e ~re~S".l!i'controls vi th, res:~ect 

to. the Phil1ppi!les' the J'oreie;n JUnds Control Of:'1ce in the Phillp)lnes was 

clo&ed. liowever, at the reque~.t of 'the Ph1l1p:;)ine ~vern."nentthe t,·!O ~:-~a..J.!";' 

-226 - 331714 

http:inc.:e~.)e:lder..ce


re;t;:'sac!lo;z:.r.tivee in the P:cllippi::les continueci to render tech.::.!.oF.l. a.C.v1ce 

• G. 

!'.Ile prosecution of e.n ~ressive economicvt.:-farc pro&",s,,":1 otviouEly reC":,""1:-p.d 

en ae;greet!!.vely orij;e..-uzed opc::e.t1n.; std:. It v111 'be recallea. th£.t C!.ilr1'::~ 't~e 

1'irst year and. e hal1' of the Control I B o:p~rations 1ts or~a.nfzat1-.!l was 6.e\"~lo:?ee.. 

by a process of accretion - e;roups 'IIe:oe he.phaza.rdl.;r estt"bl1s:-.et:. to treat w:. th 

~:-o';:;lems e.s the;· cUl"rentl~· developel.. ~e d.i!f~c'.ll.tiel! 1nvolvec. in h£.nC!.inf. t:le 

h1~'J.~ tecb.:.iccl su'bj ect matter e.nd. in i:lerely tr?int;to re~ln t.b:oe~!:t o~ thE' ever­

incree.siIlb vol"J..tle of operat'ions v.ere s":.len that ;t~ere 'lias little 0:' no oppo:-tunit:.r for. 

foc'J.!sinc upon pro~!.er.ls of r:c.oi:'listrative m.ar.a.c;~TJ~:.t. No" ef:'o:-t wes maLe to ~vE'.l".lLte 

car!';:' o"..:..t S"J.C:: !".1llct1or_. Mor- ove:-, no care!'.ll cone1derF thn VE:S ;:;~.·:er.. to t!:e 

a=.d iJa.IJ.l:1::;.; pl-act1ceB. !L"':::'UE. just as tl-.e or.,:;e:.1:::a.t!.on IIjuet ~::e\'!'I. so c.H. 

pe:-so!l.:.el IIJus t .;ro\ll 11 ,d ti'l.o-.::.t cO!l.Eider~_t10n to the £.ct-.:.r..1 neec.s of the Con ~:-ol ~ 

\'i th tl:E' ince?t1':n of the war it was recogniz€'c:. t::e.t the ae..:I';:dni8t:-~·t1VEl 

etr.:.ctu:e of Fore1;;n Fu.:.l.s C:mtrol required. 1r.l. ·ec.it.te atter.t1o.n if th.e concrete 

proble:nB of the Control were to be hantUedef:"icientl~··and effectivE'l=.T. ~o t:21s' 

to tr.e staff 0:". Forei.:n JUnCLB Control to te.c::J.e the proble:! of cree.ting a s·tror.t; 

As a result 0:" a aeries 01' orcaD1zat10nal ~eB. eechrepreBentinr; a re:ine­• 
. 

me!lt anc clarification 01' prece41~ or£in1zat1enal 8tr~cture, ro~eigc JUnc~ C~ntrol 
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~eTelo¥e6. all or~izatiO:--'el pla.:l E.l.cn,:; 80".:.nd fu:lctic:u:J. lines w::ic:: :.JrcYt:lc.. -to 'be 

• 
e.nd res?onsiblli t:.- were delegp.ted to en Assistr:..llt Director in e~c!1 fielC'... 

re~onsible to a Director v~o was also 8!l. 8.ssistcnt to t!l~ Secretrr:". Since there' 

vere co:ti~uous ~~~~S wit~n the sections ant units Ylt~~n each division, direc~~d. 

towe.rds inprove::2er:.t. a!le. refine:nent, no at-:etIpt Will be !!IE.de l::.ere to discnss the 

:f".:Ulct1o~B Of ef'..eh section t::.!ld un! t vi thin 8. divido:. QJ,:.esti ","8 of intE'''IlP~ 

.1·.u'isdietion were reduced. to e. minirru.m by. t::e prepc!"£.tion a.nt. e.f.option of clE'E'.r 

at.?tement8 of function with resyp.ctto e"ch op~ratiD.g uni t. ~:us :;:>E'!"':l:' tted t:lE' 
. ~ 

.Director of Fo::'ei&n l'J..:lQ.s Control to :free 'Jdmself :fro!!! mOEt of tho! e.et~.i:'..s o'! the 

d£;J' to de:," o;peratior.e so tb.at his e.tt.ent!on cO".lld. be directed elnost e7.cl-·.~ivelY' 

to pro'i:ile::ls on the polic~r le.....el. 

COL.Eister:.tl:: vi th t:..is pro&ress 8.L.c. 1r;;:p:l"o"e~ent in the inte::'ncl. or~ani:etion, 

Forei~n ~~c.s Control in Septe~ber. 1~~2, Was 6.ivorced :from the Office of t~e 

Sec:-etar.-· ane acco:,ded separate a.C..r.:d::;ist::'ative etc.tus cor.:-.t!~.r::.'bl€ to other burea·.J.s 

wit~n the ~re:::.s·~. of si:cilar size 'wd i::l~ortr.nce. ~.e Dir!"ctor of tl·.~ Car.t:-ol 

continuee.. however, to report to .t he Sec:,et::.~· t!lrO'l.'l€~l t::'e General CO'U.'lsel. In 

~dition. follo~i~ the esteblishment o:f Forei~ Fun~6 ContrOl a.s a bure~~. an 

administrative accounts ur.it Vas est~blis~e~ t~n~ over the entire !unct:or.s of 

payroll preparation e.nd. accou.ntinC for the l'ore1E;D.-Ownec. Property Control .Appro...... 

prie.tio::J.. 

Personnel 'vas carefull~ recru1te~. With the objectives ant fu.nctior.s o~ 

Jbreign ~Wll~s Control now careful~v ~~etal11zed. treined law:rers. econoniats 

• e.nd inveBtiptors were hired v~o vere equ.1P?ed to handle the techn!.cp~ p:oo'tlems 

of the Control. In additiont to Ia.:f'eguard acainst the loss o! personnel to the 

arced services, J'oreit;n Jimds Control embarl:ed on a_carefully e.evelopee. re.crui til'll; .. 
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" 

prO';:-E:::!. WOrlen W6::-e hired. on a broat basis and.~ven every ,opport1!!li t:· to ne.~e.le 

• the hi~ll.y technical pra"ole::1s. !op pel'lJonnel of the Control visitee. 80ne of the 

lec.C.in~ wOllen' 8 colleges in the cC7J.ntry to tt>.lk to pros:;>cctive g!"e.C."J2.tes to 

acquaint t~e:::! Y1t:!l and interest them in the operstiOl:l8 o! t:!le Control. A graiip 
, ' 

of these women came to Jloreil:IlJ'uilds Control. 'Sp"elel. Trel:Bu17 pro€!"E'-'!l.S' Were 
, .' ,'. . ,.' . ..' . 

insti tu:t;ed to aasiat in a.cqu.t..1ntinl;theowi th the belic ope~..ationsof the Control 
'. , . 

, , ' 

prior to e.ssignnent to a specific o:,?e::-:'.tion. In fact. thp. top at'::.:!'f, of the C':-'!'ltrol 

devoted r.ru.ch time not onl~r to thisdev'~lo:;>ment of t ...i in-~M~probl"e.~. 'l:nlt to 

participetinG directly in the e%e~~tion 'of t~il pro~ran~ 
"/ 

!J 
In recogni ti:m' cif t1:.e key podtion occupied by inter:leC:iEote supe!"Vi sion iIi 

'~Y orga.nization a conscio:.!s effort was made to 8tren.;t~en ch.e.nnels in Fo:'eign 
, " . 

l\lllQ.S Control. ,Thus, or...e of the ir.t?orta.nt ae.n.nces in ForeiL~n l"u.!lds CO!l~rol 
:.1 

. '" 

adJ:1i.r:.istrc.tlve procee.ure Was the ad.optio!l of a ret;,uirement th£.t alla.P.l?o!.ntnenta 

ant other personr.el actions be init-le.ted. by, or clearet with the operati~ 

, . 
eech sllperviso!7 o!!icer his respo!lsiblli t:J' for the sene::-al rnnnt" ;.;er.:ent as \"ell 

, as tb.e p:ooduction of bis lu~ordlnstes. .A.dm1nistra.tion J:l8Jl8genent conferences 

were instituted ene, Yereinfluer.t1el in it1.i?rov1ng BUperv18ion and .UP~:T1BO!'y 

relation2h.1ps. Operation.e.1 mane.i:enent conferences were held to w;-..lch'&11 

professi onSl .tl'~ff, member•.' were· inntee., and Y~ere top sta.!:f mer..berfll ~irpctl':i . 

di8C".lBeions relating to all the functional pro~le:n8 of· the ·Control. :!l!hese cO.:l:!erence~~ 

as8isted nOtoDly 1n aeqaaintin& all the profe.Bio!le~·perBo~el of .the' Control 

With the de..v-to-dqoperc.t1ons in, ever.r aectio:iend u.n1 t of. th.e Control. but ,.-1 th the' 
. . .. . 

• 
top ate.:f'! persone.l1t1es. Ko~over. W17'lunchf!,9n conferences were held Where the 

, . . . , ' . 

top staff and it. chief a8sis\ants 418cusBed~edie.te pr~.81n: ce.eea.correlated 

activit1es.between the divi8ions, an~ ~lore4 nev po11cies and pro,remB. Too often 
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••••• .'. 

certr.iu p:::-o,:rru:ts t~e:,' were ccl.led ~n to execute we:-e c.c.o?teC'.• others rej eC-::'t\c.• 

arloC: still others !l0G.1:;iec:..· 

mer:.t C'.:.c e:':~ectlve ope:'atiollS the to:;? s";.:;.!;f t d'~ins the w:101e we.r pe:::-ioc. continuousl~· 

i'oC",;a;;s:~t 0:1 nIl,' rA-e,....=.r:rl,r,e:' t:,e eG.;·ninhtr<'tive. orGc.::ifc:.:,,!.~n of t::e Cont:::-:>l \.'ith a 
!i 

0: ,.....,. 
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