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.Some. consi~ere(~ion .·has al~eadybeen ,given ,to, . certain ~rnia;n :own,ed ' . 

Argentine. banks. which ,a,?~ ·as:,de,po's.1tori:es f0rfwid~,~·~~er·: ~h€f!~:(hitr.6.1, 

Of the' Ge:rinfffiEinbassy. , .. <0f,:equal:importance is thefactth?i,t these,', 

funds .have .asstuned.i~o~0r~y)n{:l:"entir'e~y::·lncon~istent~f~hth~apt(junt~ 

needed tos:,!pport the 'l~g~timate .activi,ties .of the 'Enlbassy'~ 'j' 


! 

TaQle ;III 
, .] . 

. . . ~bassy··PersoIi.nei:60/ 
~ - '. '. , '. ......,..,..,' ' ... 

,.-:' 

.Country .....±21§. , . .!2!tl~ 
" ,: 

Germany '.3'6 59 . 

12 .1, '1;$: ;" 

United States 9,.. 1.3• •1,,'-' 

.,' ·:loh~db\,: 
. . ': ~ ~ i " F, '. ;' , 

.' . < '::'l~:',:' ,.' 
. '" In.the 'ye~r .193e-,; 39 ,the German .EmBassy m.ade witl1d.r!:i~7a:l:~':f±:~m\,. c: '...' 

. . . Argentine, b$1tks' t d~aUn:g,;e35.lpb~ (ni$h ) ::~~lhi ell' #l(b.r~ct~y,'.· c0nf:{rUl~ ;'.£:he> .•.. , . 
Ai-gentine:Gov~~ent"Ere~tiniat'e'0f \th~rio:rmai reqtilf·ElI)1e.~~:o·f:'..t,Ji~,.:¢ii[~a:ssy;.· • 
namely, 850.00(} (m$n) per' :~nnum7 .·61/~or ,does the 'increase, i!l~ba:~·.Sy:per::-. 
sonnel explain. tpe' s1t-qatlon. . In..the flrstplace this, per:s.onn~11:p.cre·a~e 

: was entirelY'Ufj:Wa,rrailtG!d., In 19Je,.the: Embas'sy.roster:l.n.cludedi'36.')iridivid
uals whi chw.asn~ar~1 d:oubletp.ecornbt~ed·ll¢r~Qnne:t,bf ~~~e~ ,'lTp:~'t)e.q.~~~~tes . 

. and BritishEmb.~ssi,es.'By 1941~th:e Germans ,fUrther, c.onsol'j;,Q.a,:t1e~,t}1ei-~ 
lead by, ~f.1cr~as~#g.:thetr·ostaft(6:5:p~rcen:t as d~Iltrast~d wft;li"'a>:~pmb~~I1f3d . 

: raise of' only 32 p'ercent'-in' tnEvpersormel ,of:t)ie tInited':~Sta,t'es"kd .Brit'ish 
,Embassi'es., '; The',AXgen:tine' Goveriunent;:~kther,~stimate~" th~t .th!S;'iticr~ase
in the,' German ~~~sst.:staff . ShotiAa. ·o:h~Y:.,fa:i.se:·:the ·es~ini£it.e~;an,~Q~~(r~~ .' 

i quirenietitso'f' tne'Emba'sf;!Y 8ome,·2Q' t.o ,30 ·:perc'ent .orto~app~Q:li:imatelY '. ,. ., , . . , ' . ' . , ". , _. " . , ' .. ' ' . . "·'1, ' . 
1.100 ~0,OO pesos ,lm$n:) •...£V .' ..:: .... ",.. ; , 

. ; 
" 

.60/ VoT IIp'~ .5Q<:T?Qorda.Itep917t·. " .... 
. '. ~bl// Vol II' p·.;'36:~abord~;,.:~e:port':' 
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\. '..Table IV'... 

'. ·.~b~s sy.· ~~i,{hdraW81.~··fro~ .,Arge,~ti~e ':Batiks ;fil<. · 
J~e'i,..193?~Jllil;e. 3°,;" 1941., 

. 

,. i', ,.':' '. 
" , . . 

','; . 
,; , i',: 

"': ,,:~, !' . 

:"Co~tiy . ,',i~'~8'~39~ :' . .':i939..~ '>,".:';,:I~;:]8lR?~Jtl ': . . ,
.Aino~,t,':(m$ri~ ... Per.6~nt .Amount '(m$n)P~rcen;t, Alnotint'Xm$IirP.er6ent, " 

,,-,-: • .'".' " 'ri' ., '.' '," ,'.,. ',; ,:-, 

'835~100' , 43".~413 .39:T~660 <. 86~~15" 5.,983)~QO .' '. 71~,92 
Grea:t' ;Britain' 54.65~81.400 . ····12;40 ..•... ·l'i~f.l~~,: ·2:'99 

.. ,' ':·2.5~~· ..;49. 60? .... ',', L55'> . . 506:350b:.'~, .• -6.09 
:'ioo~oo··: . . ..:,: '; 10"0"'."0"'0""';'.( . ". ' ... : ;. :." ,.:.", , ., 
-. , •.•• • • " .' <>. j.; •. :::.., 100~OO·.' 

United States' 
• 

..... .' .'.J...,',.... /..... 

... ..::. ..•. ......., .". ....-' ".-l.. :... 
'.'. .' Contrast:· t~' ,estima.:ted 'maxill\um' reqii~rements of ·,th~.·;(terill~:);mm'l>~6E?Y 

I :'with thea6ttial':bankwrthdra~a.l,s; of'5~~9g3'. i00~ (m$zi;).;i~: '~1li:3 &e~r,;~~9~S~L 
",~.~e a.b0Ye·,sum'r·ebr'e'sen{s71.92~percen,tfof'tl1~:co;n15in:ed:;:',t6:t'alL'~~og~",~tth~: \,' 

dra\1a~S" Qi:t:Ji~;YriitedSta:t,~s,. ,~:r~'t±'~h' 'a:nd'Ge:t~<':~P'~~'~:~,e;~~f;:'i:')\r;';,:" 
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...... '.<:.J~e ~.~>:19.ie·f~ ':;~~~'i90~1941" .•. 
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-
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.Count?' .,', ,:·.knbuB:i.'(ni.nY· \ 
." - " ', .. ,"-, -:, I,· •. ' 

." 

.'1 

: ,} 

:~6.~i7.CD,.,·:.... ;.~t::.'.aetmei¥y,·: ,:' ", :. 
" "; " 

. ,,'i 

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

.' . :,l:~i~~:·:':,\:.>.,:,;;,.: .,,', 
". t,' .; 

llTnfted·.··States,· ,: . . i 
'" .' - ,>', 

:lOO.•:PO ... :,,·j . 
': ,'\

, j • ~' • • (: <.:', , .' t, " ....·:n:.~ 
• t 4' , h 

'. A-$tJl1.1iar'Sithat'i6~:. i.s':~vi'd~dt· i41'regafd .,t6:Erilba~~y~·b~k:i~PbS:i.t~,:"
of' the .bi~,th:r:e~:~h~re'~.lJ,~,:G,ermEm,~;;agat;n 'l~ad,;wit)i"~:,,t,~·~*l,.~:g~;R..~;d~pq:~J~

i. . ' f·igure .,of.',:~t:)~390~ ~9qpe,s?~,.:f?r':,the;,peri:~d: 9f"J~EL 1;.,:·J:9~3~' tq.'~~~,~:~;30~{... . 

" " 
,:19~1 or.· a~p~oxi~~~:~)1:~· .. 77;:~~rc,ent ::of,iih'¢;,!;ota.:fbarik:'<1~P9~*::t'~ :,r~~';\~~~.~?t~, •... 

'...
I -. ~ r~sp01iding pe~~iOd .:"", :,1 " ,: :, /: ",.' , '. ;:>" ,:,~:';","::..'.•.•. 
~,.' . , '. "'·.Mg~rft.irie-~#rniari,.Trade ':. : 

. , . .' h. : :.,'~' :. i ,," I; 

- . ". The At.gen:ti~e-:Gerinan':'t~a~re:.fb~t,liewa:i 'P:~~i'od '~is6''')ff~£~':!ib;~',,' 
.¢xplEm,atioil f,or the$prei:.H:id¢nt¢d"exPer),dituris~;0tth~';G$tm;C' 'i~8SY:~ .... 
\l'b.eqirec;t·,tra¢le ·b.€rt:W~~n:the,tw(:r:cou,ritri~s, fO'i' ,.th.~ ·Y:\9~.t·:'.~941 

:peS0S, (Iri$nr or: ~l3s~tlian :cin~~per.c~nt of..th~ :comb:flleq.. ;tr8:4e·, 
·,wiih the. trn1ted;.$t~ie.s;':G:r~a~B~ft~~n:~md·GEn:m~y 'o.f;t4'e'ssi:rri~.,~e,~~(. '.~~n 

,} ··:takirig. intoc01uH·d'erati,on··the 8lnolfut,'Of ·G9rm8.n:'g00dS:th····';'.entere'd',.'Arg~ntHla

'. :~;;i::l~o~i~~~":~1~:~·:::~t::~~;:{1,~~;6~;~i~:~{'~~~i~~;~~'~~.·.. 
" .IGermany~f;or lt14r:'eX'cElt3deq~30,.0o.0~,O,00J?~soe.(!I}~1l},,0r: 'apP'rQ~f!rt~:te:1:t:;:~2': p.,~r.~ 

.'¢ent"o'f .~he:~om~,~~~~, ...'t~~d::·Wi.t~...~~~~,.t:h~'ee.;m:er::trf0ned;,~9UJit:riie~.:;.. ,.t j.Thi~:'~e,em
'lnglyrath(3rinconsequj3ntlal' .percen,tage ·repre$,ented·. by· .t)l~'G:6~~~f0reign;. 
trade" wit~. ~ge*~t.i.n~: .. ~·s. Sharpl~::cd.~~~~St~dwitii :the. siit~~ . ., 

· when G~rmap.y·held<:tb.e dominating ,~oJ:.e .. with 22. percent of~the,·:total-Argen
· tine ·trade betwe~:p:. tb:e Unft~.!i· S~~1;'e/'S~'Great 'B:r:~tain and .•t,E(rmaiiY~:!·c; ".' 

• • ., "" f'!'" , 

·ri ., 
• 'I,' ,,~j. " =: 
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":.. 

i47 BancoCentra;t·· de::la ,~Rl?pub1ica krgi;!n;ti,na figUl.1$s.: 
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, '." A'caveat'~hOUld: :b¢"'~Xp'r~s~ed' agai~st', 1!h~, :dra~fng~'r ~~~tY1COril:::'i " 

.'..·.;!~H:~~~fi:b~!~ir;~~~;~:Z:~e~~!~~~~;~~:~~ii:~~i~~·:ji:~rd. 
".. i. 

,earJ,y ,'st~ge?,; of·the, ,war ,: :,and;,f)le,(!0:I1d+y"from,'i;ts' a b;i:l~tY'i.tO",,:s~c:'!ll':~; s:t,lb-' 

j, stitute mate·r$~S':from', 1:;l1e Uni1;eq. ,States' and 'Great"'B!italn,. ~2g( ",., 


,,' 

," 

~n .th!~;~~~.~:~~ie;~:!;~i~ni~:~~:;~~t:;~j~~:e6~~~rb~~~e;t¥eles~ ....... 
~thasbeen,ex:q€,e~inglY"dt'f~ic~~, ,~o: d~,t,~.~~:I;I?-i~'i.th~, u.+:t~;(~t?-;t fl, :'cl~~:t'7nr,:tlon: " 


'aWl us~,o:f t,he~;e,runqs'o~h,er 1!h~,bY;',ilJ:f,ere~,~e:bE:l9~'Y:~:e',of,,_~j:;ib.et~,C!,t,lCS: • ,.' 

,employed by :th~;,:EmbassYltodisc9urElgE:l' ah.Y,'suc,h'ii1vest-i'~at'lG>Il.:: l'i:'P~.YrilE:lrits, " 


': :of any, ,sizeor:s,~gn:i!fi can'ce. a~e ,mad;e by cash,;: ',bearer'checks6rthrb~h ,,' , 

",' a chain, of iIitermediat'es';that effeo,ti,vely ,dhjguis~s<the ac~tja+:', trans~ct'ion. 


.,'.69/.. It .. re~ine.d~or .. ~~e~(eb~t,.·i~'Q~~e~;~.:~,~,:~~~J~~t~~·.a~~~fI~~acter: 
," 

of':t;he . Ger!Tlan ·'EillpaeisYfun<is:~ i'" Capt~ii1 <iel':Fi-,egata';:Diet',dch;, N}~'6·blir)'7Q.s," 
Naval :Atta'cli~~t ,'t~'e, Ge;man> ~mbis;sY;~ri((~~8~~st,er:ot~'A±is"ag~~¥:s':,','ip.;'" '. ' 

,.:" ,Argell"tlna., :, ,DUrfrrg',the'fa.:st 'week In'j"aIlufi&:h942',NfebUhr ,!is' "repbrted ' 
~t " '. 

r.; .. , toha;eb:::j~do:O:~,:~:~e::~::~:.::;;+~i~~!:ri0i~i.10:PC' ".. 
'"I' " immurn ty and' his subseQuent qepar,twe,from'tne"country,~are' matters ,of 

, comirron. Imowl!3dge,· a.lt:qQugll. iii' :is;'l:l6t;::sOcomm~~ykno~l!l'tlia.t', thb~ources 
~. , 

. T' , ~.' '., , ) ' .' • "- ••/"" . , ,'" , . '" • •• • ,./. '. • .. 'l~, •.• ' . '" , " : I. '. '.·f· .,: . ,".",.. .
of firianciaT .and ~:poli ti'cal aS8istanc~upon'wliichNiebuhr. de'peride:d . still 

. ~~mail1,:a~a'fiabi~,,:to b\h~t' am~<p.~ss~?iy ye:i1}'a.i~c:ove~~d,:""~Hebff~'~;";:iV 
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. \ Rep~OD('CEDATTHENATrOe;,;·C 
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,", ,: 

,1' ,'Tbs~ar.}ze$ ~he::d,ang~~s:"~i!i:i9f~e(i .. iA·];·~~:V~llg:: ~¥l,j~e .··~um.:~,k#:):~o#ey
" at.· the.di~posal;;pt:,··:t.11$·.(}erineil··(.Eth1?~~·~y··sp.e.~k.'·.f9r:r:th.em~e):Je:s;~'.. W}i.iH(·::~6me 

,;. restrict i on~ h~v~' b.ee:d·;·~posedl:~onth:e'~e- j:\pl<;f~.J~nd·tli:e:~r:;:·so-g.r. c.e~:,·;.;s:U~h:; i.., . 
. . controJ:s '. reniani.ror~·the:..mo.s:tpart'ef'£ecti:v~';;onfypn·. pap:~r~": 6~i;,e·q\lEi'l;·.,

'.••';·.::M:~~~:~,~"~;,~;~~tUt·~~~!~~t~;~:{~~!'f~~a~it~t,~~t.j~f1§ll~~~·
:.: tude th~:t dwar:f,s:ii,;~;11prevj:ously:·cQns'rd~r'ed·.t.0~e.!s., . '. <'..> :.',' 
':'" .• ' .,. ,'. J", • ',"" .,' r' "'. • - ,j'" ",' " 

" .~; ~~, 

.AJ.res,Jh~adeq.;J)y\the;f:9:r~~.:r.F~d'er",l·Se:b.a;tC,ir,SaA91l:e.z.O;-.On:d:Ol~./kp.own· ".' 
Fa.sc~s~·s·~P~~~~~~~r:~~!~~S;~~~'·9~~.!~~~~'·a·g.9::~J~~ ..::t'?:J~.~.~~'i~~~~;;~~.~~.ffi~:.· 
and;. beCeine'~?,.p~:f~ oA~l;.·f.r.;eit,p;, ;;of'Jft'l;ler·'anc,ll'~,s ~o,l~n.:t,~",·:~:ne..~.•D~~a:n*~:' ...:.' ~ :. .'., , ' 

sheets a't(t:h:el" ~n9-' ,,9:£/' JiaIlU~I:Y shdw, this' 8mOUlft 'recei'lied 'most,iy' . <' , 

d~ring Januar~~~ iii" ' " '.'., .." ; . r ,'," 

,:"~~ C", 

. s'eElDl to' :tnM~at~',t~~tjhf ~,oil1~:er~e.£~,~Ji.~' :b~tJ[i~p.,~thel;'F;liiRii'~~y,'a@1;,:\:~~:e;Ri;s.c1} .' 
.~ana; other'·Be.Il.cb"ieeiit'ial·;orf:t·ca.ais\concernr·,,;·~.·tlill:s ': aanU;:t~ed]'I.. aij'11? ·'fr·:. •. '., 

.~ • 
of T:JD.d~'r SeeIiet.firy 6f9til,teS\i.miier ~W.~l~ei ,.ny:,::·~jis·firiri.s~ .in .. ii:ilticipa"; 

.~t,o~h;r'~:'~~i~:~:~n~~fJ~~i:;r~~:~~~;:;~~~:~~~.~t~~;~~~~~~}~£~~'~'~~;~9)~h~··.·' ..••. ',:, 

curtittmenti.cif .:6'Efre.t·fons •. ;.tl17~Wliat· would', have;i'h~ "'''en~c.{if~£fi~:We[te:s· ~" ': 
" 

",,.':. 
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, 
_..____ ... 1'1 I' 1 I, ltf)COI'.!ntmdaUon I ' 

, r· ' . ' 	 .' .~ 
HaVillg , in miDd the vie_ vttlob lOU bllv~exgre8"d to ,M en tb.~fh pJ,"c'b

~EmS.t l.,nctmamd that tir'. tt'4l~ poalt1on ~ taken at. the f',.t.hc.~ 
~ISC ..ting~ I . 	 ! 

(1) 	 fhat a i«tS.81e _ Ute C~ce ~GS4l shoUld be 

dGf.... _tu the .~ Ul the state Department 

tJtudy IJla 1a1t1 W ... the C~l. 


(2) 	 tt tb1e v1ft. ie"not, ~ qy otbal" ~ 01 
, tbe C.mcu. tba\ tbe ~" ~l\tftdat4._ in 

the a1ia:to Dl9parea., ~ Oft thG e~e ,..... 
,.aI. lMaoo$pt.f!d td.til t..b.cltpa'Ot.r.lao that t.M Uti.. 
abOt4d oontalh 'tbtl f'~8ta~t ~ot~ 
b1~~J 

: 
I . 

! 
: 

I 
I 
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i· 

, ; , ~. 

, I 

~1. ~ pe1nt ., ,~, -.ort ..tro1m ba'lrY/i~a _ l'Wtt.'ic- ' 
1 

Uve ~ '-. __.I.e &nd poJ.it1Ml Nlat1Oll$ fie ~U~d tb&t 
I 

~ of .. doll.ara ad 4~~~ "~ ~ '~~ 
I 

. . , I

atell.:1tes 'm'Iitd.d htt .~tu. If this (k;_~ent ~ that. 
.., .. ,,.,---.~.~,. .. .' , !

I 

1 

in 0..~. a ~. _wg~, tM C.-.dt_slr..sliift I1vo 'WtIIJf ,cn_
I 

I 

~_,!dmt:J.an t:o ti. ~~ of 'bl~!'LJff e~~ WeBfiJ~ '~.e:re 

Q'ec~,,'1l11oy ~".~ ter w1thnold~ fltl<Jhaat.liM4 

~'i.thf'~ect to ~).~. it .Ut .f'$~.Jw:~e~t.tI~t 'th~ ~~I CiJt't

tu_ t'l) llt~ tb1s eubj~ w;ttll :fl 'lT1,cm to ~~t~ .~~$:l t4' 

~t!.~Ml C~Ol"Aw._ vmi.Oh ~~;t.PN~ b:1d:tM iJ1 ~_. 
I 

. ' .1 

~ .~ty' of ·the i~ bl,- to utUiIt 1~~dJ t.,~ _ .plJ,~d at 

.~ tu... u U. ~1_ .is, \t'tiJdiJ t'6)i~'f .t1:!~~ flO~~ll)
I 
I 

l£Arnillci f\l,Jt'I!~ts 1/29/51 
~ 
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With respect to blocking controls, the NSC Oomruittee s~ould. 

I 

determine the point at which export contrGls have become so !re

strict1vG and other economic and !,o~itical relations so cur~iled 
,! 

tbat blocking of the dollars and dQllar transactions of the !USSR 
I 

and satellites would be appropriate. If tb1s Government dee'ldes 
I 

that e.xport con't.rols &h<:Iuld be opera.ted in such a way as to leon
i 

st1tute in essence a trade embargo, the Committee should give
I 

ve17 seriQus cons1de~tiQn to the imposition of blocking cOl~trOlS " 
'···,.r.--·~--

, . : 

unless there are olear polic)" reasons for withholding su~h action.
! ' 
I 

With respect to gold, it 1s recom:llendec1 that the Treasul-y 

continue to 'study this subject with a view to evaluating meB:Sures 
, 

of internati~ collaboration which might prove fruitful iri re
. I 

d11:~ing tho dl!:manC for (told in the premium or otht..~r markets inI which 

the Russian gold finds ready' sale I to r"e applied at such t~ as 
, . I 

. I 
the decision is :nade to undertake financial (,Hmt,rols of this I 

I 

cbaracter,.~ 

..:" 

I 

EArnoldsvj I 

1/29/'1>1 . . I 
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~ 

Den~ the Soviet bloc use. of its sold. Gt?,ld is cme at jthe SOViet 

bloc's most important potential resource$ in eOlmtloanding go0d8 land serviCes 
, i 

in the west. Conservative ostj,matea put the gold re8emS O~)the Soviet 
" 

, bloc and itssatellltes at $2.~8 to $).3 billions, annual gOldlproduction 
. , ' 

18 estimated at$J.60., to ,$2$0 lI11llion.. AJ..most all of tlwse re~erves are , I 

prob~~y in tbeOSSR. 

G!?ld has an acceptability' even greater than that of dollars in many, 
areas oft-he world, notably the Middle and Far FJast. Its source is d1t... 

i 
fieult to trace. It can be used in cash transa~~tiQns, aVOiding official 

, , , 

, . I 
surveillance. It malces an ideal fom of payment for Undergr~Und acttv!

tie8~ 

The USSR is reported to be rr.ald.ng a considerable effort. :to establish 
I 

and maintain ohannels for the sale of gold in Western E'Uror.)e~ Satelllte 
[ 

airlines are reported shipping gold clandestinely to Paris, ~sels and 

Amsterdam) French and Br1tish gold coins are re~,orted being ,?ounterfeited ",

in the bloc ami sbipped for use i,n outside areas. 
{/ 

. I.t'~ 
UnUateral measures by the United States to discourage t.he' salabUity 

of Sov.iet gold would be of ,very Um1ted effectiveness, beca~e of the 
~ i 

d1f'ficult1es of determining the origin ot gold, and also demand for gold 
I 
I 

is now genertUly risint,! among foreign central bank's and indiv'idu.als abroad. 
I 

Furthermore. from the standpoint of gold policy,we believe ithat a broad 
. " . ! 

I 

unilateral gold declaration b.1 the United States would be ~e6irable 

since ,we do not oonsider that the general standing of gold f a medium 

or 1nternati-onal exe~e ought to be seriously curtailed eXoept on a 
,', I 

.,i 

mult'flateral basis" ~slb:tllty ot ubtai:uilJg aOllle ~e 
i 

e£.. 
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COiJ,pe:ration ~ler countries In l1m1t:i:ner;:+riV&t.e sales mayl he s~ 
I 

~ til'.liii. the prospect 01' eooperatJ.oii in 'blaeki.l1g Rcvliei ~I ,in gell 
I 

e;eal 01 at %'e.f'I!i8ing to bay Swat gold officieJ IiV'- Measures aimed at the 


suppression of black or open market tranmactiQnS in general might be pub
, I 

liclyassoe:1ated with purposes other than economic defense, such as en-
I 

forciIllS the objectives atstabUising exchange rates and ot prOtecting. . .' I 
I 

monetary reserveG .. ~v.;'hile such an assooiation 1'I1l.ght possibly rti!nder these 

.measures more paJ.B.i:.able to other' countries, the experience to ~te 1n 

, seeurL"1g eooperati-m of foreign govern1ilBnts in curtailing the scope 01' 
'. . \' 

1 ,private trading in gold' is not 8uf:t'ie1entij~ enCQuraging to lead to the 

'belief that these markets would be approciably restricted. 

In.any event. a pl"ogra.m. aimed at the effective suppression:
, 
of Soviet 

ibloc gold sales wl))tll.d necessarily involVewo 1llS.j or lines of action. 
( ,! 

i 

!First, the United 8ta.tesand other OQunt:r1es would have to cease buying 
third ! 


Ig<>ld identified as f'rom the Soviet bloc or from m:t countries :which have 

. I 

,bad gold dealings with the Soviet bloc, and would also cease selling gold 
, 
I

destined tor the bloc. Seeond" the private demand tor gold whioh e:x1st~ 
: .J" 

,:1.n rr.al'(1 markets of the world on Which the Soviet bloc has heretof~ pri
, 
I· 

imarily relied, and where high prices have 'been obtained, would l1ave to be 
I 

curtailed or suppressed" but there is sub~tantiall.y no lU:eliho~ of $f
. . d I 

:rective enforcement in most countries now .having active gold m2rfete.,j, 


So long as the Western world continues to abaorb 1mportatio~ from.. 


tbe Russia."l bloc at SOlOOthing appraxinw.ting the present rate it ~ un
, 

j~ikelythat eve.fl an effective ref'uaal to buy gold officially from Russia 

,md her satell:Ltes would. seriol,lsly affect Russia'S ability to buY needed 

goods. It would,. therefore, appear that, in the field Qf tra.~ ~ternational. 

207759 
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l 

-3

gold .anetions woUld be of little consequene~ unleo6 tl~y were part of 
I . a bro.'lder program of economic sanctions against Russia, incl~ding a 

marked curtailment of importations from the Russian bloc. h'ith respect 

to the quest10n ot suppressing sales of gold by' Russia in the 
I 

open or 
\ 

black markets there is in tact little likelihooci ot effeetive enforce-
I 

ment of restrictions on these markets in most countZ"ies in wflieh they 

are now 8c:tive. Here again some limitation of' the benefits to Russia 
. I 

f'rGm private sal-es-1111ght be effected it th",re was. real interrtat1vnal 
I 

cooperation but suail cooperation would depend largely upon a general 
. 

decision to enforce economic: sanctions against Russia. 

I 

I 
Although it 

I 

MY. therefore be concluded that the possibility of effective action with. . , 

regard to gold is small, unless agencral decision is made to: adopt 
I 

economic sanctions, exploration of possibllities in this field should 
. i 

I 

EArnold1VJ 
1/29/51 

\2077(10 




~~~j:.;:.-::/('-":':_'~"-l:.k i''9t- :!f"Ji~T" 
~. REPRODUcED AT THE NAiroN~L~);;'1 

- .. -<.....••- __-,.- 1: ' 

-. '; ~~~-.~{;~ .'" 

DECLASSIFIED 

(. 

i207761 r 



207762 




"\ .~, -' 

, , .. .:' 
" '.' 

"', 

--------'

207763 




. 
.. ' ,r~-:-;.: _~ .. 

, .', "'~~:... "-~-'y 

~: REPRODUCED ATTHE NATiO~:,'L A,;:Cr'I"f:~$n;' ':; 

, 

!8y~_ 	

RGJ1';' 'C~~~?! -"-~ " Entry -CO'1'..;;....A-(-)-Is~.~,,-
J' ';~~y~~~d:-:-- ' 

, FUe~o \!. ~' D~c. \CI\,,,.i...~,\_~
.,'~...' . 

Box '"/ i ' 

\ ,: ':". 
' ..... 

oa'" 22 '05 t..ae4 4e.olara"1f$ Vh1Ol\, '~O.14.d1!hat,' ,','
• .' 	 I " 

, ' 	 , I" 
no ;p\U'eh:... 'of p:l4 ~4 be IlIiute 'b'om aJl10qua\», whi.a . 	 -', 

,at th_. '1• .Il1iul.otU-Oka :zreu'toaa WlthAats coet,,.l••" .' ','" , .' ," -, I ' ' 
" 	 I 

or troll' at ....1:, .1011 .,.__.' 4.~. of a..t~uO'" 
, , 	 ,'.', , I 
I , ',. .' """:;"', . .' _, .• '.' . I .,' I .' 

; ••, aoqll1l'e" soJI.~ ',tna ., ".'W7 waleb. h.O.4.' ... 
. 	 , 

! 

, rel_ttOll8wl.,h .. lc1a.. .._••»,,~oato,thl. J'eP,1.'10a 
I 

r.tent.oseH-.lol1 ha4 \te. in ••tt~ of 4eOle.$10a. 

~a1..& of p,14 Dr ,,"Beatfu '0 Vi \Tea t., bll&l"" uehaa. , . " " I 

: 110" 'tOtal ltttlltaM 1111110. total aosut 1a us· at tU' 01£ 
," .. " 	 . ; - . : 

, &Cd4 ,e91@.,t.a! 
, , 	 , " , . , . ' . I
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: &441'tl0Aa1 .-14 	881__8 to .,).-,,~h.. 4Gll:_ POsl'lu~ 
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III. ,or<i.l!"~. us .•.., fulfill it. Q)UCf;;lo118 111 ear,rtlq 
. .... . I .011'* COld. 4CitOlUatioA a;d Its re8pcad_1UtJ ,:a~ lJl~ 
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Proposed cable to AmEnibass;r, Brusse;La, for Dorr: 

1. 	 OMGUS upon lea.riting from you that distribution to be made. fr~ 
. I 

hank.f'ort raised number of considerationa as to their part in 

handling of distribution. Following procedure is suggested for 

66nsideration you-aid omus. . i 	
, 

I 
A. Prel.im:J,.na.ry distribution to be made in following· order 

(1) gc&i delivery bars at Frankfurt (2) gold held at FRB NY , . 

. '. . . 	 . 

(3) gold coin 	at Franld\1rt suitable. for distribution (4) doubtful . 
. 	 - , 

bars at Franld\1rt in accordance with alternative procedures 

sUggested in our , 
. . . . 	 I 

. 	 I 
B. . Commission.will detemine shares to be paid from Fra.nldUrt , 

~:old on basis 	Howard report and noti:f."r OMGUS for preparation of 

~Ihares for deliVery. Mint expert, if sent, may. be of assistance 
, . 

:I,ll both operations. 

C. COmmission will prepare schedule of deliveries from 

Frankfurt, one delivery a day, until completed, obtain waiver 

1;rcm each recipient country and. in re'blrn give order on OMGUS 
I 

, j • • 	 "" : 

for delivery at' share of gold on designated day. . Commission will : 
• 	 . I 

i 

also obtain photograph, Signature, andpossib~ fingerprints of : 
. 	 I 

person or persons authorized to receive gold for recipient oountry 
! 

~ forward S8D1:~ to OMGUS. Also send to omus specimen signatu:J;es 
I 

I '. 	 . 
(>f Commissioners and copies of all orders for delivery. 
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D. On receipt of advice Dept and Arsrt:! will authorize OMlUSi 
I 

:l;o deliver gold in accordance with Camnission' S order. 
I 

I 
I 

E. On day of delivery OMGUS, after satisfying itself as; toi 
. I 

identity of representative of recipient country and authenticity: 
I 

of order for delivery, will deliver gold against simple r~ceipt :/ 
I 

identifying by description and total weight gold delivered. If! 

'iesired, delivery may be preceded by joint inventory. 

F. Upon delivery at Frankfurt, recipient country will 
, 
~ssume f'ull responsibility for gold. Recipient will arrange 

I 

for transport of gold although if requested~ OMGUS JDa7 assist in; 

transport of gold to border provided recipient agrees to accept· 


.111 risks of loss. 


:2~ Please work out detailed procedure with O~US and advise. 


j3~ Dept. disturbed your 1520, para. 1. stro~ of op:1nion that 


:&al responsibility for prelim:l.na.ry distribution rests equall;y J, 
/. '1,,·(1 . 

, , \.....r,S-I../"~"" ''-..~ 

upon alJ.-,3-mem'be»s Gold Canmission. Under procedure suggested 

above Camnission has responsibility for determination to make 

distribu.tion on basis Howard report allocating shares to each 
, 
I . 

COWltry', obtaining waivers from and deliver:l.ng orders to reprs
",;J 

senativies of recipient cO'lllltries, and communicating adequate 

:Ldentification, information to WOOS. (l(GUS responsibility 
/' 

itO segregate shares of gold, identity representative of recipien:t 
I 

iend make dalivery against receipt. Recipient country has re- i 
I 

~onsibili1:ir for transport and safety of gold fran time of deli~ry 

at Frankfurt. ~ 
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14. In light of foregoing, please raise questLon of responsibility 
I 

ifor distribution with CamnissionindicatLng U.S. not prepared to 

!~ccept sole responsibiliiU for Gold. Commission acts. Advise 
, • 1 

Ipromptg so we may raise question with France and U.K. if other I 

iCommissioners not prepared to agree. 

Repeated·tQ-GMGUSas 

i 
I 
I 

i 
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it is suggested that the .fo11ow:1:J.lg_ble be d4.,..'t_d 

to the ~ri" --.887.," Bllenoa AiJ'eaa 


. , 	 .' ,I 

, Reurtel 1258 1lepal'flIIlen1; and ,~. _tiatl8d ~~ '[
Wonaat1.on on.ll7 gl"ftJli by oentral bank to 'be ~d 'I 

in 'WJ"1t1Dg :taU!1. requil"8Dlel1t8 of gold ,deo1a..re.tion ana ' 
~18 pre)l&Z"ed. to proceed with add1t1OM.l sales· \' 

. whiCh baak· OG1ttemplatea .~efbing thzoougk Fedel"al lle
'aene Baak, 'Departaent,.8.nd freasur;ratUl deslroult0b-I 
ta1D1Dg bai'. DDIlbers. miJdi·...Pka ILnd. othe.. 1de%t.t~ I 

'qabola _ tM gold a.1Ndfrom Sw1ts~1"~~4.'#A the :. 
frI8I1t written. ~ttiD:aoes DOt ~ atiOli WOlD.'!" 

, , ,tieD. It 18 Suggested tbAt1D. view '0/: ooiPratlW&1;1d.~del'~
I by oeatral. bank requeat torauoh 11ItolDlllitlon ahould be~.I 
I . , 
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DEPART~mNT OF STATE 

DIVISION OF ECONOMIC SECURITY CONTROLS II 

JUN20 1941 :~ 
i 

I 

TO : 	 Mr. Orvis A. S'chmidt, AssociateDirecto~,;' 

Division of Monetary Research 

Treasury Department' 


, 
. ,FROM : . W'arren A. Silver - ES 	 I 

I 
I 

SUBJECT: 	 Treasury proposal for approach to the A1
, 

gentine

Government on the Gold Declaration of February 22, 

;b9:44 ..in connection with current importations of 

"gold from Argentina.' I' 


,,, 
! 

Treasury's memorand.um dated May 22, 1947, a copy

of which is attached, proposed that a cable be sent to 

our Embassy in Buenos Aires instructing the Embas~y to 

approach the Argentine Government.with a request for 

information as to their gold acquisitions from the 

Axis or from Axis occupied countries inasmuch as ~l). 

Argentina intended to make shipments of gold totalling

approximately 170 'million dollars to the United States 

for earmark at the Federal Reserve Bank in New York; 

(2) it was assumed that Argentina would probably offer 

this gold for sale to the United States; and (3) under 

the Gold Declaration it is the policy of this Govern

ment not to purchase gold located outside of the terri  , . 


/:"torial limits of the United States on the date of It he 

declaration from any country which might have acquired

Axis gold until the United States is satisfied that the 

gold was not acquired by that country after February 22, 

194'4 from the Axis or from countries which had not br.o
ken relations with the Axis. 	 . I ,·1

i/'·..· 
It appeared from the cable proposed by Treas~y 


that an approach to the Argentines was suggested by the 

imminent necessity of deciding whether, in compliance

with its,pbligations under the Gold Declaration, 'freas

ury ~'buld purchase any or all of the 170 million 90l1ars 

to be sent to this country. It was believed in the 

Department, however, that the cable which had bee* sent 

by the Federal Reserve Bank of New York to the Ce~tral 


Bank 

__ .~-":' _______.H ___._••• ____________• _~ ••___._._ ••_____._._ 
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Bank of Argentina at Treasury's direction might ha,ve 
made it perfectly clear to the Argentfne Government 
that only gold bars bearing United States Assay Office 
numbers would be accepted by the Federal Reserve Bank. 
and thus Treasury would be adequately protected in the 
event gold bars not so marked were to be' sent here. 
Mr. Watts of this Division called Mr. George EddYlof 
the General Counsel's Office on.June 13 and was informed 
that the Federal Reserve cable stated in part as follows:

I . 
i

"Assuming that you will be shipping United States' 
Assay Office bars, suggest that such bars be shipped 
to us in complete melts." I..... ,_..._. " .... Ii ! 

In the brief discussion which ensued regarding 
" 

the possible adequacy of this cable, Mr. Watt s wa:s '. 
i·nformed by M'r. Eddy that at least 50· milli()!i dol;lars, 
and perhaps more, of the expected 170 million dol'lars 
had already arrived in New York. :Nf.r. Watts refer:red. to 
the fact that the Argentine Government had removed from· 
the United States to Argentina during 1946 230 million 
.dollars in gold bars bearing United States Assay 10ffice 
numbers all of which had been in this country on!Feb
ruary 22, 1944 and suggested that inasmuch as the Fed
eral Reserve cable had stated our assumption that the 
Argentine Bank would be shipping United States Assay
Office bars, and the Argentine Government was sen.ding 
to this country at this time only 170 million dollars 
in gold bars, it would be logical to assume that! the 
entire 170 million dollars would be represented py gold 

i bars which bear United States Assay Office numbers and I 
which were in this country on February 22, 1944 and con
cerning which there is therefore no question. I . 

I
Mr. Eddy responded that that was correct, that 

there was no doubt whatsoever that this gold wassatis
factory, and that the gold was even being shipp~d~to 
this country in the same barrels in which it wa~ removed 

.last year. 

If'there is no question with respect to the gold
presently being shipped to New York, it then appears
clear that Treasury is faced with no problem with 
respect to its purchase 0 That being the case, treas
ury's proposed demarche upon the Argentine Government 
involves a much broader question than satisfa,ctpry adhe
rence .by the United States to its Gold Declarat1ion of 
February 22, 1944, namely? the entire subject of whether 
or not Argentina has acqu~red looted gold. 

i
i 

I 
The Gold 

r I 
I 

.... 

1 
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, . I ' 

The Gold. Declaration "t1Tas a.dhered to by Argentina, 
as by a number of the 9ther American repubJ.ics J ! through
its adherence to the Final Act of the Inter-Amer-ican 
Conference on Problems of Peace aild War J Mexicol C1 ty J 

February-March 1945 in which the principle of' the Gold 
Declaration 'vas re-affirmed in Resolution XIX'. I Any 
approach along the line suggested by Treasury W9u1d 
in'ttolve the question of Argentine compliance wi~h 
Article XIX of the Final Act of Mexico City. It,is be
lieved, particularly in view of the President'slannounce
ment of'I11i.'i1e 3', that an approach 't'J'ou.ld not be warranted 
unless convincing evidence were available that Argentina
had acquired looted gold. ' 

Attachment: 

Draft, cable to Argentina.
proposed by Treasury. 

SECRET 
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,:'~r1can.,'Le$a~iO~ . l 
Vienna••~tria, MaNh 16. 1948" 

, , ;, ' :", , " , I 
'.~, 

"1 " .. 

I ' 

'~1 Mikel' ", ',' ,', '" 'IlI ' ' 

f' " , ' ,:' 
I ' . After further 1nvestiaation I, have .found oUt that' the 1nt~~ , 

, Ition which, I gave you in the ,letter sent l~ith Mrs. Dulles '1s ,e~8entiall;r 
Icorrect I but the new details wpich I have,:f~d out ~hl'Ow a li1;;tle,,' , 
dif'f'erent llgbt. on the wboles.1tuat,1on. i " ", ' , s,

·,'1\ ' It seems' t.hat ono ~~itut'1on ·eeud.s~1o~ ~actd~Cided that >l~lled 
r-"I1 ipermiss1~ DIIlat be obt'4nedbef'ore the y~s~on, coUld adpdi~a~e ,
.' . .r~ 

frestitut~oR claims. Then another COlllJ11i8$l.on requested ,thEi op1%l,,-, 
, ;01' the Ministry, of Justice concerning ~his decision., ,'he, M1n~ry , ' 

[rendered an, opin1on in li'ldch i1:, ,a\.ated that. the Restit.ution C~s81ons 
, ,could proceed according to Aust,rian law ~ithoutta.1d.ng "course to the 
., 'Ulies. This, .pinion'" then, "ant to the' Au's;tri&n Foreign ot.t;'ice 

. ' 'i1'o1" ooordination and. the last, I beard hiltl not' yet, beenrelease<i.i(this 
," ,:1t; the ~ordel'" o! the.,M1nistry,of J1.UJtlce "which I retened to "Jltl' 

'letter). ',i' "I'" 
I , 

'.1 ' .TheSuP:reme RestU,utionCc;mmdssion h~ ais~ grappled with Ithis ' 
,iproblem and has come out with a decision which, h~r, has nqt ;ret' 

Ibsen released as fru-,as,.1 know~.Accord1ng to, this deciSlon, t~e , 
'Restitlltion CGmmission& ma.y accept. restitution cla.1n1a', act on ,them 
land render a decision but that actual execution ot thedeoision' of 

" itha Commission cannOt be' effected, withOut allied permission, ~Sun1ably 
1of the, Commander of the ,zone, where the roa:tltt,1tion clam has ~en made. 

, ,Thus,for example, the Restitution Commission,: 1n accordance with this 
:decision,' CoUld by its decui;on return .. ,house: to the original IO'Wrler 

, Iwho lost 1t in 1938, but tbeorigineJ. owner,ta, ordfJr~o'have t~tle, , 
, :restored' to him in the Land Regi"t.er would need pervdssion of the Zone 
pommander. But ,as you can see, this does :no~, prevent' the Restitution 

" ICOmrniSS!OllS tl"Cm1 render~ ~ ~eoislon on ~, res:ti~utlOn, cla.1m. I 

, Michael a. Gumett., Esquire ' , "" ' 'I 
: I ' aSDEL, Aust.l"ianDeput.1es, CfH' ' , I 

I . AmenQan Embas. .' ",",~sl' I 
.. T __~...... ' ,_" , , I 

.l.lVuu.-:~" ,"~ ," ' 

" 
" 

" , ...' 

, I.' ' 

: :' 

, 
. 

, 

, , 
, 

'. " !. .\ i 

, l 
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'COm-IDMIAL 

, 
i 

, I 

, , , ., 

1 
'I . I ~derstand that. the British have g~van some sort of ageneral 

license .for'the R(3stltution CommissionstQ procc6Jd 1n their :zOne.I 
FurthermOref I underst.and that the Amer:l,cans al.~ taldng som~What' 
similar act1on., , . ,: , ' 

I 

,Although the deo1sionof the Supreme nast1tu~1on C~f.d.on, 
'Which as far as :the field of Aua,trian.restitutJ~ law 1soone~med 1$ 
the Supreme OoUrt, has not yet been pUbll6hed~. Loewy of Ithe Legal 
DiVision,USA.CA, has, irlform.ed me that this ,is the cGntent o~ the dacit'd.on 

, and will brlcomc effective when it appears in the offioial gazett~,~ , 
" . . I ' 1 ,,', 

The. R .•D.&R.Division is making e. study or Gasolin G.m.b~h. ,end 
haa been inf'onoed that l1r. Goldw:dth has p~~ticaJ..ly all th~ dO(1um.ents 
relat1rlg to th1s firm. R.D.&B.., would like very much to obt~in 1:,hese 
documentainQrQor to ooo.plete its study, . DO"yOubeUeve it, W'ot,tl.d be 
possible tor' you to bring these documents down Ol~, have them : sent .down. 
at the ¢oncluaion of the ConferenCe? If yoU. ne,ed a.ny o~ricial.conf'irma.. 

. tion in order to get thodocumen.t,s ple8$e ,let me know_, 

", 

$d'/, 
~', 

1 

1uldrev E. Olscm. 
, 

" ) 

, ; 

f 
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',;: AM ERICAN 'LEGA,TfqN ' 
,VIE'NN'A. ! ' AUSTRIA" 

\. 

,,' 

" i·, ' 
,DATE:, " ,OC,1f0be!r. 6, 1947" 

.J 

J

" t,.i 

! 

USFA ha,s reported by d'able th~ inf<?rmationrep~rted tOY9U 
in the memo attached.' This cable d0es. not bring out;. the,' effect 

lof the Commu~ist 'reichsma.rk activities.;. - ·to acquire really 
'I substantial properties, ,for a song. ,Do ·.you feel a parallel ' 
tel~gram-to Stat~ is deSirable?i 
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.... QLASSIFICATIGN 

"__ ~:c-(~~' 
FOR~i·.· ~. 
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.: I..,: '.' 

sources, .agents'. for· the Hungarian. 

..-....... .-...~.---S.E.C.RET.···- -... -:;...........-....,..:.. . -_._....- .. .. 

t:1jA'kih ' SdRA Me R • _____ W *W*. .... 
. I 

i 

. , SPACE ~ETWEEN HEAVY LINES FOR SIGNAL USE ONLy I 
.;; : 

. /. 

.. i ' . " 

OMaUS '.' 

INFORMATION TO, 


j . , 
.';'-. ,-', . . .-. r.'(REF No.) . 

f P 7825 .·'H 

';L'here is repeated below. our cableP 76$5 'dated 20 Audust; 1947 to 
~uote According to usually reliable 

·rommuni.st Party.are active in Viennc:.iri purchasi~g Re~phsmarks on ~lac~ 
market· to be used by Communist Partloes of sat·elllote ~tates to obtalon 
property of Volksdeutsche .iJslD to be repartiratedldfrom Hungary and , 
possible other satellite states to Soviet Zone Gernaye '.. This informatio 

· pelieved to be accuJ;;ate JI would indicate that Communits Parties or ~heir 
· agents eDdeavor to acquire legal title ,to assets of Volksdeutsche lon ; 
· iCentralEurope~ There is little likeli~ood ofRe~.e.h~ma~ks forthcoming 

Ifrom any ... other souI;"ce sufficient to impede aboveoperatloon as German 
. :border co.• ntrol ,fairlY tight and further. because. 7! blo.'llion, Reichsrnarks'" 
. :in vaults of Austrian National Bank neutralized by recent Allied Counci 
: Gecision ordering destricution of this currency except c.ertain reserves 

This des'tI-uction not yet .carried out by Austrian Natl.ona.l. Bank. RequesJ 
reply whether you desire to be kept informed by cabl~.about :fB:i£ furthe~ 
eetails which we may obtain regarding above operatiop.. Unquote~ 
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, .mMORANDUM . 
" .i· "., , 

.. : .. ,,' TO:I. 	 Mr• Erhardt 

, :·:.~OM: 
. - '. C. '0.. MclvC!)r:

:.~. 

•• ' ~ f ," 

<.:,' 

. , 

, " 

J'" 
.' 	I. 

;., 

'. ' 

I 

I 

....... ...' I have been 1llto~ed of a . program of tbea~.~:list8 in 
'Hungary to acqulre very substantial properties ~f;i,)l:1~i..:yolks

deutsche ln Hungary ,who are now being repatrlate,d:'~ilconsider... 
i'. ,. ,able' rtumbersand wnorepresent a iwe~lthy prope~Y'i~,~:aS$. 

. 	 . , 

The repatriates are not permitted' to'rtake ~6f~{ belongings 
than they call ,carry, .o~ ~heir pe~s9n. They'are p:e~itt.• d freely 
to dlspose of the rest ot thelr, property before itQ,ey leave, or 
lose it to t.he Stat.e. They are. also' required to; ~'Veat least 

.1000 Relchsmarks' •.ach but are n~t permittedbytb~i\:Allied 
authorities 'in Germany to have lI~.re.,In cons~que'~9.). thes. 
:people are In· a panic: 'and ready to·, transfer·ti:tl~·tc.. :!~", 
valuable prope'rties·in exchange for "fery small ampunt::f'of Reichs-· 

.:m:arks which is' the only ,thing they.c,an take to ,GJerlJ,~Y that will 
i:'beworth anything to" th.. there.' . . ,\,',';'" 	 . 

': '" .",' . , . • "", ,." '.'!' ". i <:.':~:']<', ' . . 
, ... ,' . The Communietis, 8fe' taking ~dva:ntage of ,the fi~~t(uatlon to . 
. ·a:c'quire property at f,antastically small cost., HpW,G;y'er. Relchs


·'.marks are not· easily available in Hungary now anti',,!a'colDl'.llunist 

. ·.HUngari~ banker by· the name of KONDOR has coine ~9\;,fVfenna to 

. acquire Reichsmarks.'f}lere are s,even· andone-halJ,~·'pfl1ion in 


. 'the Austrian National. Bank~ taKen,'in by the Bank! ~~; .the time Qf 

.. '.!~b:e currency conv~r.sion .to schillings. These sholi,l.i;d; ,h;ave been 


.. destroyed but the bank still holds. them. Kondo,rl t,s!~r:obably 

. , trying to obtain perhaps a billion. of these.. which~O\1:ld be 

. 'sufficient for' the Communist purchase program ini'liy;ngary. I am 

told that the bank bas been warned.not underany l 'CfrcUD1stances 
,.;;tQ reltfase any' Rei:Chsmarks. I:· 

'. .'. ," ,'/," . " 	 I {': 
There are probably also substantial quantit~es ot, Relchsmarks 

privately held and obtainable on the Black ~rkerto which 
. 	 Kondor can turn next.: 'It is interesting that in .'1;he last few 

days the Blac.kMarketprice .for Reichsmarks Marlsen markedly.
There seemS to be· .little· tnat we or ·the Austrians can do to 

. ,stop this Communi$t~prOgram in aungary. . \ I 
, '.",~' ~ 	 ,. ,",'. • I 

The recent to~ce.d reP,&triatl~nmovement is re,~orted' to' 
·Involve some 800,000 Volksdeutsch" 'in Hungary. The' ,rigure ie 
probably high, but in any case this 1s llkely tOibe a ••jor . 
migrati(,'.)n. The property they Will,loseinHungary may amount' 
to well, over 100 million dollars·o If the device idescribed above 

" .;' 

Augu~t il, '1947 
'1 . ' 

. I 

I '/' •• i 

:< . ,i::: .i"·'i§':\,.: 
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'.. ':'::'tie~~:~o~~trtin::·.7:;~~i>:~.~,·a:~~t~;···:h::;~rt;f~~~~r~rl;:~c~~Pt, 
':. ",~,~~ '~hefr' pr.~pertY":~.,ql:·:~eaV1rlg many, '!i,t~, less, tn~;J~~b.,.· are.~ ''''':.' . ';' 
\per:mitted ,Q~" co.uld, ~~ggle into G,erm~y ,to ):»eg1n :~thelr new ',' : 

' ..", .,:;<;~~'~,~l",~b.e.r~ ~ '.,~a'~f',:'.r~r~~~g/>~n:y~o .tQrr,ei~ j~lift~t 'i?~.ope,r~y';,.'~Il:< ~,'.. ,'., ···',::;::~unga:r.Y to:..·t~e·St~1;'.tJ,;:I:9r :not.b~ng'.~t'all.~... ':Rele~sing ··Re1c.n's~' ...... :: ..' '" 
. ':\::,ji~~r\~S ':,to·rlon·~6.~¥~st,~.',Wo~d'. help, somenmi4't,':'~c:>,7)ke~Po't~E( ,prop8:r!-y ,... ,.
" .... .t~olDfal11ng '~so:JIluch~ ,to ,the 0ommunistf,h :iIti would, ea'sea':. little, .. , 

"', ••• >' 

f ~'. ",;., ." ',;' ;,. 

.' magni:tude,,'·asrto":make·:i:t'·'a" 'historio' 'incident. ,·,'Yet~:.;.there., seems, .". 
";t·~,::,~~~' :'1'1ttle?,~~~~~ :i:,7~n,,::'~e.;do~,e:':~,~o~:t, ':,~ t:.'.' ,,~' ,: ';.:: ," ':' ,:'~~ '\,'::1; '":><:!!:,,,': ',' '::::,:, "0 

'.",:' "" I.. J'{arg~~., 'ija, ·J;"~:c.C?~ended~ ,tnat" G-2' Wi\t,c'h' ,.~~~dp~ ",~nd·' :~ry: othe,r~' 
.:' ".Wie:e ,<to obta1:n;::more:;:ln!ormatl'on. ,.He,'ha's,al'$o: .submi:,tted·: t;o. " 
: ,.:''!;:·H,~·a,dquart~rs~:·a~j;.c~'b~e.::rf3.l>pxit':·'~b··WashingtC>lf/:"';"'{':';'-:'':'',' >: ;" ;;J.::' 

i '/;,i'~;:;~I;'7: >,,:3~';';5:+t,! ; ,,' "" ," ," ", ' ' " ,"',. ,,:' ':i),l:>" 
J. , 

"<,J. 

·1 c , ,,! ' 
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'I 'I 

llegation of the United State~, 
Vie n n a. 

.9, Boltzmanngasse 16. . . 	 ~ , 

'I ' 

I
Subject:' 	Forwarding of docume'rits fo;r:' the ~"e~eral 

Reserve Bank of IIJ8'kYork, New York; to the 
State Department. " i 

I 

, ,In connection wi tho t,he opening of Iaccounts 
,of the Austrian Nationa1 'SallIe wi th the Fed~ral Re

serve Bank of,New York the IB:tter requested us to 
send them ' ci3rtain documents in quadruplicate, 
suggesting that. ..' I 

. Ii three of· thef'ourexec~'ted capie s of: all the . . I' 
documents be delive~~d'~o the AmeriOan Le. I 

gation inVieima ,wi tl1' the request that the 

Department of State'be ~dvised by ca~le of 
, , " 	 ' [ 

. the receipt thereofan~ that the documents 
, ',' " , 	 I' 

then ;be forwarded to ,the, State Department " 
. . .. ' ' 	 [, . 

whereas the fourth executed cppy of such documents 

should be maile,d by the Austrian National ~ank di-, 

rectly,to the Federal Reser~e 3ank 6f New ~ork by 


" ~ir mail. We, were also reque'sted to advise Ithe ~aid , 
Bank, by cable after the documents have been dellvered 

, to you.' , II 

, ,~e b~g to hand,you;i3n6losed thre~ executed' 
copies o'f allOthe documents in question and we should 
appreciate if you would take. further steps [in accord
ance .wi th the request of the Federal Reservle Bank of, 
New York ~s'quoted above., 

Yours fait~fully, 
, ," 	 j , 

o~estene;ChiSChe.:>Nationalba.nk ' 
,;' ~ 	~__Qtal:~~~1 ~ 

;, j '. 	 • : ' • 

, 	 I' 
I 

" ' 

: I 

- . ~ , 
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'", ", "I, " ", , ,'"," , ' .. ' ,', ' ""," "t.,
It 'WOuldi:1be,li8])preciated',±f: the:J LegatioIFwO),12:d 

deliver b0t~h,theL!smeJl!1~white"env~10:pe)afia;:tlie;'~larger 
manila enve10Pe'~t'otthe>:'Austriari(:Na'Qi~ha.!Il::'Bank, '~bbtaining 
from the';Batik~,the:~·t;oI10wiiig'; receip1>; 'in;'d,u:plicate~:,!;:~:; 

'/' iJ~L'";' ~.'.. . ;,.,:l::,.·'."~·') ".:..7 ~;,,;-~,~:>.-:":.~ .. -\:. ;~,r:.:·:~~'j:·,~,\.,:},,·: ~,,!;, 

/ 	 ttReceived ;'~fom tlie i ·Anlerican:+..agatic)]:l",s.t :Vii9fi:Q.a~:', 

Aust'~i"~X:"itf~~;~~~:0~ingJd~ctrriie~~s: :=:],,;,,: ":"~:';~ik"';~:"::' ",' 

(11 ';cOne s~aili:ed'Swhite enve10pe' addr~ss~a"t9: the 

Oest.erreicnische f:Nati0nalbank"eyCthe '}I'eaerali.\

Reserve ("Bankl";6f:~New Y0rk;;;[:;s~id "to,:'60Iltal:n':il3. 
 I 

letteii';([ated'3Aprfl: 22;',1948, i to:the' forr#eri"~r'aiJi~"~: 
the ulatterLieilie16sing ;'a,'memo:i'i:uidu.rii' of; sue;,gested .. ":. 

'pr'ocedtire,"(:aiid t :eXhi1;litts;'attliched,there't6f "~n cori;i'

nect'fon.;:,with:: J the:6pen.:tng'--'0f"6.b.'S:dc'Qtlnt:-:on the. 

bo,oks of' the Federal Reserve' B'ank 01' New York 

·r6r:the'Oesterre'fchJ;'scb:e ;'Nationalbank~:" .! ,.;'". 

. 	 .."' ! 

{2} . ."bne'<.]~r~~~~~~~·;;e~~elQ~e, Sealed;':'~dhress:~d ". 
to th~ ,0'es11err.eichlisc'he,,:Nationalbanlf byt:he: h' • 

Feder'at',Rese'rve ,Bank 0f New York, said to contain 

a letter dated April 23, . 1948, from the ~,q:r;l!le.rtq 


·.the:le:tt'e~ i"¢mda .se'ided." ,enve'1:ope' '6;ont.ain'i~~ti.one~' 

. '. c'o·py ' .. 6f'a ':'secte-c'test .... arrangementf0r' 'the' 6.ut'tlflln':::· 

i" ":t;:iicatio~"o;f:L~ca)le'gr'~n1l3'/aIl'd "i,'adf,ograms"and'qp.e,l¢'O'py 
... :.' :o.t;' t:ne:priV's.te .'cb'Ue:'of"'Che':'ffeder,al .Reserv~t;S~*k'of 

l ',"~~~YV, ,,~~~'~,~"" "~' :'::~: ':>',' . ~.;, ~:'~.' 'i',' l •. ";, k' <;, ;:,:;" ," ,:::: "v':, '::, ~::;r,::;:~,c i'~~, .' .' . 

", .Onle!;~0~'t1ie 'recei,pts' sh'ould'be"tr,S,;ill?,nii!tte.d ",t'q:the ". 
',Departmaht'j':arid ;,the""dther '~sb:oU1:d';',bel.'etairie'd' ·by·f ii'he 
:iEriioasS'y::f'6r possible future use ~ 	 . ! 

,<:i.l 	 ': ., I >' I, .. 

For th~ ',fnf'ormatf"'on of:' the r,.eg'ati0n,the'D~partinent! 

WOUld' 'state that" tne.'dci'cument-s requested by the: Federal 

Reserve Bank ,of New York, describ~din detail iil the . 

letter contained, in the small ,white envelope mentioned 

in (1) above, include the following: . i . 


. . ". . . 	 1 

(a) 	A lengthy. staternent signed by the President 

of the J\..ustrian National Bank, a Director, 

and the General Manager ,: ,relative to the 

powers of the Preside.ntand of those persons 


';. 'authorized to .sign for the, Bank~ i 	
..j 

· (b). ,~!'~'~8\ep.i@rt~;':!3;~gA~'cl';'b":l~pl~:iceI'~"ofthe lustrian 
. Natidrie;r, '~arik~a).l.'t.,p:ori~"ed·t6.:,g'fve instructions 
",.,td.':"the"Fe'dera::t 'Res'E:H:'ve'Eank by radio o~ cable 

tha:t" any radiogram or ,cablegram purpor1iing to 
come 1'rom them will be.' binding on thel~ational 
Bank. when it contains a test cipher conforming 
to the testarrangement:~hen in effectlbetween 
th~ two banks. .:' I 

, .' I . I. 
, (c) A statement signed by the Ministers' of IFinance 

, and Justice. that the National Bank, with head 
'o~:rJ.ce in'Vienna, is the Central Bank 'qf Austria, 
the signatures affixed to the statement. de:f._ 

scribedih (a) abov'e are the trtiesignatur'es of 
,:' 	 I 

the 'iridividuals 
' ... ' 

I 

207793
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the individuals signing, that each o~ the 
signers holds the'position indicated\and 
has power to execute suc,h a document, that 

'certain other indi v'f!au:als,,(,gl:vingLt,lA.,~ir names} , 
':,i."',::i'r:wer,!:;l' duly 'and,"legallyappointed DireCtors 'of' 

,"",,,,'" ,:;:,~;,t1i"e:~~INa t i onalB'~n:K';:1'; tha::e:;,!' t'li'e::;: pr;:es~id~p.:~;jl;:an91, any,~ .',:, 
•• ',~;.. ;d D1f.·;r(t~';"hClh~1~rG,,~~:~,~9- G,eneE,;:t~,}~fa~agtehr, (or in ~he .pPlthaCre"'"'''' 

, 0 'f":~i~, e.;"" :;p,Ae;r .. )J:.ageT>arr0; ,'. ' 'er:; me1.ilb,e~'7:P,~l'i' ;,\ \,~y 
, Bo~ra.:, '"Q:~f Mgnag '''}PJiave' 'JiJ'ower;:;to'::,:e:;lCe:q:\1t,.e;·;.ja., ' 

" 'y! ;~:t." :,".y.' t, ,;;t" ".; t>w~": l~ , ":" .".( • ',)' '."" ~f' -. " ')1 J ./. 'i~ 8";':-~'

document·, deSrgrra:tln'g' persons authorized to 
operate accQunts of the National Ban~ at the 
Federal Reserve Bank, and that any t.,o members 
of the Board of lJIanager's have power t,o execute 

>,',rfn,\,a ::Q.Q,cumentdesignating persons to operate these 
, :\,>'~,:,:ac.,'~,~:~~~s" ~t.~he Federal Reser~eBank.'\ ' 
((tr"A'~'~;::eiit'~f}[&Jt ()'B'y~?t~h§:'i'Mi,nister of Foreigri Affairs ' 

that" the signatures of the Ministers of It'inance' 
, and Justic~'\'a:I-~~Crlg:ti:ehentic and' they have authori

ty to execute a docwnentof the natur~ des:'" 
cribed in (c) • , ' " , ! 

. ,." i 

~ :" Y'»i ~; t:l ,,~,.... ", ' 1t 

," _<The~,~,;, a.oc!im~nt·s; :ribb'6,nErd' t'o~ge,th~,~l'~~~ ,b,~,t=tr.4:flg the 
;o)f.ticial ,se:~l·:o'+,;',1i.he·..~~,'Ji~.~,gn '(!),f'fi'ce, w.i14.:,,;~QPO,~ 1l:h;,~At:" COlli
,pl'~P'1'~¥,': ' 'n:~ti~$9., toc"Miei'L'eg~t:!i::on>;;'dn>,aCiG:0r,d~n~' h 
..t.h~ -r:,~,que~:'o:t\'";tliei' Fea:€lr'(fl1 Res:erve" Bank ,,:1m JirlJ. 
Constilar . :1:' 'lc'ell'? 'shb:Uf'Qt:th'8·:n i:aut chentj,:ci!3"t'e'i, ;'Y;ll~,.;s,~~g:B:a i\1.~~l?,;it?'~" 
of the;t:mor~J~.M~J~.~!,s~;~r:.'.and the ,seal of' the For'efgn ,Gr'fi'oe.
Tl1e do''CUlneJ;it,s··~S:Q.!pti~.d::tg~li"" "rfe';l:traJ1.s.mft tl~d 1iQY airln~~~d'POuc h 
to the, nep~r:\'Pl~'rr~,;';'~,~~f!:i';::'~l, c§ve~i{.rg,le'tt\~r'i!liien;t.~I6~:~¥i~g 'this 
instructio:n':'~' "": ",;;;,!<'!:d ':';':'i\n':;'T""/ ',',' I"" 

". " . I 

foregtf~gLi~f~~~f!;~~t~~~;~~!!,~)1kC0nn;.~t&0n'1t~#~~ 

Enclo:~iire~h",;, 
Two ~;~'~i-:~H:'~~~p~e~E{pe13":Jad'd~~Sse~: ,', '~;'~j:,: ;',~:::~ 
to t1},~'~O"e,¢'t'~;r,~Eff:(gi1sahe\~1IJa\tr0~alba~~;,:,~,;",,.{ '", 
from "t1iE,{"Fed:(fr\al'/'Jtes~er<v:e ~Ban.k, of ' 
New York. . ". ' 

, , 

I ' 
"~,I "2'O~' 7' 9 ..t ,,; , ,~, ::1", ,~~ .'~ . ~1.i\ Vi 
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American Lega tion, ~~\j" . tf...tr; 
Vienna, Austlr9i~8' ~II 

Nov~ber 1, '+ 

II!~ 
Subject: Conv:ersation between Mr. W.s_re .WILLCOX jdJ..1T' J-t. ~ _ ~tEMORANDUM FOR THE RECORD 

Ing. ,Julius RAAB, Parliament leader ,of the major...!. \~ l ':J.-.1( 
i ty People's Party. '! )", I ' 

( Aw';'cA 
Entire conversation concerned the ,A~strian budget. ' ~4~) 

Mr. Willcox' indicated his keen displeasure with the manner ih 
which the budget had been ,worked out and presented, without consUl
tation of his Mission,and with the Finance Ministry's apparent uh
ci:>~cern ,over the origin of the schilling funds needed to cover th~ 
a1draordinary budget. He said that the eXtraordinary budget, together 
wiith certain expenditures slated by the Ministry of Planning, ':woulld 
1I;1yolve some 3,billion schillings whi ch simply El,re' not available : 
fir9m counterpart funds., Also, in his opinion the balancing of I 
the budget is apparent rather than real, since a ,number of items \' 
appear in the extraordinary budget which previously were 
c~~~ried fu the ordinaI"'J budget. ' I 

, " I 
Mr. Raab stated at first that he consideredt~e budget to bel 


on the whole acceptable. Later, he agreed with Mr. Willcox that ! 

numerous expenditures were excessive, and he encouraged Mr. Willcox 

th~ughout the conversation to apply pressure oh the Austrian,gov+ 


, ernment to have expenditures reduced. 'At the end of the conversa~ion, 
he \reverted to his initial statement that at' least as far as the" ' 
01-dinary budget is concerned,,.it seemed to hiJn afa1rly :~eason- I,' , 
'aelle one. This is somewhat in contrast to his reaction to other 
s~aJt~ents 'made by Mr. Willcox in the course of the Conversation.] 

I 'Mr. WillcoxemphasiZ~d on several occa~ions that under the' \ 
terms of the ECA legislation, it is incumbent upon him to convince 
'hi~self of the sound economic and financial polipy of the governm~nt, 
befpre any counterpart schillings could be released. To this, Mr.! 


, Ra;ab kept replying that it would be very find if Mr. Willcox could 

matk~ the release of coUnterpart schillings dependent upon, ,specific 


, ,cu:ts in budgetary 'ex:pendit,ures. 'it was pointed9ut to him that it 

iSI ~ question of the overaJ.+ financial condition' '9f :the country wnich 

'mu:s~ be stable:, An individual, project which mayiinitself be I 
wholly meritorious may fail to receive counterpart schillings if I 

it ~s considered that the financial situation of Austria as a whol~e 
is'an unsatisfactory one. I 

\ ' ' 

Mr~ WillcoxI 
'I 

I 
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'~..r. Willcox at .one point even,stat~d,. that he could conceive /' 
0'1 a letter being sent bY, rMr. Hoffman to the Austrian Government'l 
iiatonning them that urllesscertain regular expenditures of the ' 

( I 	 '. .' . 

government were cut, ECAwould experience great difficulties in I 
a4-ocating suffi'cient dollars to Austria next year. Taking another 
line, Mr. v.Tillcox also emphasized that he, expected ..the entire " 
r:ep~v~ry pr:>gram to b~ ver,y criti,ca11y scrut~ized,w?en the. next I 
aQ,inim.stratl.on comes l.n, and that he was afral.d:any J.mpressl.on 
thtat the Austrian government, for instance, was unduly extra~ 
vagant, would militate against appropriation by the,Congress of 
sufficient funds for the nextECA year~' . 

. '.' .: " , . :. "" I ',J 	 ,> '. 

Mr. Raab agreed wholeheartedly that 'the' budget must be cut.· 
He considered that on 'the' whole, it was better to Cut expenditurJs 

. \ 	 in the regular budget, since an important part ,of the extraordina'r.r 
~ui::lgetcontains capital 'inyestmentswhich it would be undesirable', 
~rPm the long-tem point', of view, to: cut too much. , As' to the s~s, 
e'njrisaged by Minister Krauland f s Planning Minist-ry , he disclaimed' 
any knowledge of them and remarked that it was pretty much up I 
tol Krauland to find the money with which to finance his program. 
(ILast year, for instance, Krauland was able to draw, to, some ! 
~:x!te'nt at least, on UNRRA schillings.) , i " I 

'I' As to cuttirig there~1ar budget, Raab urged Mr. Wi~lCOX to 
see to it that particularly the expenditures of, the Ministr,y of 
~Cia1 Affairs (a SOCialist ministry) be cut. . At the same time, 
he stressed the political difficulties connected with the cutting

i ' 'j .' '. ,.' ' 	 ,of the appropriation of any ministry. The commissioners who are I 
t.d be appointed for each ministry,', and by the minister himself ~ 
e~ch case, and who are sUpposed to effect savings in those mibistrie~1 ' 	 .. I _ l 

he considered nothing less., than a jQke: Th~ result would be that 
~~nce the 	cOnmdssioriersare responsible to the,~inister whose I 
E!xpensesthey are to cut, they would cut nothing, and there would 
drily be an expansion of the personnel establishment through I 
trie creation of twelve new offices. He will propose in . 
P~rliament, he said, that either the cQmmissioners should report 
t.~ the Finance Ministry in a<;idition to theindi~dual minil3ter, 
(H~the ministers themselves should continue to be responsible ' 
i:dr making cuts, so that ,if none are made, it will at least be 
dbVious whose fault it is. ". 

I 
This led to 'discussion of the role of 

" 

the ,Finance Ministry 
in the entire budget situation. On numerOus ocqasions, RaabI ' , , 1 


I 
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"'''-,-''''''' the opinion that the Finance Minister has' no backbone. 
is up to the Americans, he felt, to stiffen the back of the 

, eMinister, and to achieve an improvement of the budget 
hp~sehold by strong pressure. He did not see any Way, as it 
turned out, by 'Which the government itself could put the ax, I 
tp Ithe bUQ,get, because po'litics are so inextricably bound up with] 
every expenditure that orily foreigners can push through a reform,' 
aslwas done at the time 'When Austria received ~,League,of Nations 
loan, when a foreign savings commissioner With Wide powers was 
ih~talled by order of the ,League. Mr. Baabdid not see any chance 
fp~ a bi-partisan Austrian commission to cut 'exPenditures: Either 
e,3.~h party represented in it would nullify cuts which would harm I 
it\POlitiCallY, or else an agreed report would in the end be rejepted 
or sabotaged by the government. Time and again,. he came back to the 
~~yice ~hat the Americans should apply pressure.' There was no I ' 
lndicat10n, however, as to how such general. pressure could translate 
it~elf into specific action on the part of the Austrian gover.nment. 
, I " ' , 

,i 'There was agreement between Mr. Raab and Mr. Willcox ,that it 
w()*ld be extremely, desirable, for instance, if a. lCirge-sca.le 
r:e+training program could be instituted, wherf;lby, the erltcess of 
~1ite-collar workers on the government payroll as well as other 
einployes and white..2collar workers not on the government payrolls I 
coUld be transformed into semi-skilled and skilled labor, which will 
i]:l all probability be urgently required if the present expansion I 
ofl industrial production keeps up.. Mr. ,Willcox informed Raab that 
su~h a project has the approval, apparently, of the Trade Union I 
F¢deration. Obviously, it also had Raabts approval. The difficulty 
ag~in lies, however, as"he indicated,' in find~ someone with 1, 
st:tffiriient impartiality, incorruptibility and authority to make the' 
g9~ernment remove the unneeded workers from its payrolls. ' 

I Much of the ground that was gained seemed lost again at the I 
end of the coversation, 'When Baab, who had agreed all the time i 
thiLt the ordinary budget could be cut, reverted to his position that, 
i t.1 was not a bad one, as budgets go. 'Mr. Willcox poIitely . I 

'accepted this information, but reemphasized the ,concern with 'Which 
h~lviews the entire situa,tion.. Toward the, ~d of the , ' I' 
conversation, Raabindicated that in his opiniori:there were also 
8~:1r.eral items in' the extraordinary budget whi ch ' could be cut - sUc::h 
a~lunaer Communications (A Socialist portfolio) where 700 million I 
schillings are slated, a sum which Raab considers excessive. , I 

, " ',Raab gave . i 
I 
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Raab. gave no indication that he would demand specific [, I I 

amendments to the budget. The general tenor of his remarks seemed 
to lindicate that he agrees with our position but is not prepared ~o 
do rnything; that he recommends that we use pressure, in which case 
hE~ Iwould cheer us on - probably <gam without taking. action 
hi~self on behalf of his party; and that it .would take' specific 
dE~mands made by ourselves, supported by something close to an 
uJ..timatum - but unacconipanied by publicity ~,to :o.btain 'an improveriu:~nt 
of the budget situation. . I. 

. i· . 

MFH:vm:bf. , 

t, 
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P,1EMORANDUM FOR THE. RFCORB 
· . I 

SUB,JECT: 	 Sw:mna.ry of :Heeting Between General Balmer and . 

Minister Gruber at l600,hours 28 January 1948. 


, 	 l 

Pre:s~nt were: Mr. Giblin 
Mrs ~ . Dulles 
Mr•. Yost 
Mr. Ekern 	 . , 

Minister Krauland 
Mr. Hartenau, Undersecretary 

, Minister Gruber first explained the 'need for. it centrillized 

infprmation procedure in both the American Headquarters and" the 


, I • .'. • ' ...'.... • I
'Auslt;t"J-an Government i:nto whl.ch all papers and l.nfonnation concenung 

the [nteriJri Aid and ERP could be channeled. General. Balmer stated II 

tha;t'Mr. Giblin occupied such a post in the Us ,HeaQ.quarters and Dr. 
Gruber gave assurance that the Austrian Government, would get up~ af 

! I 	 '\lsim,ilLarorganization, '. '.' . '... . . '.;. 

.. I' General Balmer then opened the meeting by stating, tl1at there I 
· were two questions, for consideration: (1) the 'inadequacy of' the i 

Marlsrall Plan to provide for.the minimum Austrian requirements, and 
,~'2) the question of covering the food gap between 22 May and 15 j 
sep,tkmber. ' Mr,,; Yost then presented the first question for discussfon. 
He e.?c.Plained that the Austrian comments on the present "'lery'tentati!ve 

I 	 est:iktes before Congress were reqUired for a report to Washington 1 
tom:orrow. Hinister Gruber brought up the question of what basis had' 
beenj'taken for the reduction in the dollar requireIlient.s of Austria I 
andl other .Countries from the Paris Conference ,figures:. He wanted t:o . 
kno:wi whether the Congress expected the. difference.tah,e covered byl 
financing from other sources~ such as lrlorld .Bank; etc., or whether I 

the. figures were redu~ed, because of. the iriadequacY.pf the supply , 
source. . . ', ,. ". 

IDr. Gruber likewise asked what changes had qCCU;ed i~ the quadti 
· tative amounts estimated as required 'for Austria during the scaling 

down I of the dollar value from six hundred million to :'four hundred I 
tweh~y million. Mrs. Dulles explained that no spe~ific· data was I 
avaiijl.able on the cut. in the individual quantities but that generally 
the~ amounts had, been redilced by 1/3. The Austrian representatives i 
sta;tkd that for the first year of operation a total requirement of i 
fouri hundred. forty-two millfondollars was' not being used for a I 
planirlng basis. One hundred and fifty-one million' of this was coni 
taih~d in 	the Congressional proposals, one hundred' and fifty millio,n . 

I 
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,wa~estilDa1:.ed to come from exports'but that'this,iast gap of 

one'l hundred and twenty million was uncovered." This: amplified 

M,iil:l.ster Gruber's que'stion :whether Congress 'ha.d itJ 'nund other 


I ' ' "" " ,
SOlll:tces of financing or not~, l-1r,~. Dulles brought 'OUt. that the 'I ' 
Paris figures were pareJibe,cause of (a) a shortage of "world " 
sUl::>Ply in many cases, (b) some of ,the requests afthe participating 

'nat+ons werecon:jlidered excessive. and (c) there was a duplication 

ofl so~of the requests.,,' , 


: I G~neral Balmer, referr~d to.the estimate of ,A~str;i.an require

'me~1's' under the ,MarshalJ, Plan that he, took tq', Washington, which 
 I 

amounted to a total of two hundred and four million ,dollars, for the 
.ri~~t year. He termed this 'the first coordinatedestirnate 'given 
to iWashington and re,comrnehded that this Headquarter~" 'as well as 
,th~1 AustriarfGovernment, stick to it. Alth.ough the:re wa's some , 

talk that t,he,int'erim aid',funds would be applied'!agaihst, the Marshall 

Pllb., this suggest.ion has, been dropped. General, Balrnerwcnt on tol 

sayl that due' to "the rush to bring,!-he1-furshall Pl~ before ~ongree~ 

inlDecember the two hundred and four million dollar'estimate may 

no~lhave received complete consideration in t~e c6ngressional pro~ 


,1'1' po~Us.· " However, he added ,that no estimate, as low" as, one hundred! 

,••.>an9- 'fifty ndllion had even been·forwarded by this HeadqUarters. ' 
;.~ ~ • • . , '.f,l(· . .• ",J " ~" ~ • ", ". • I ;::' - . :' • 

, Dr. Gruber asked if Washington had adopted any:policy as to , 
hO~d the, financing would be handled for all oth~r,: CoUntries, insofar ;e' 

asi~!1is uncovered gap was concerned - such as other ;foreign,credit~, 
ba."1ks, etc. He emphasized at the Paris Conference there had been no 

,ta:* 'of credits extended oetween the, particip<itingcounf.ties~, Dr.,', 
Gr4ber';'s\umned up by saying that, the'Austrian f3,uthorities would have" < 

to!fuake a balance sheet of their needs, in what they were' scheduled, 
to~ t.eceive and to detei'IDine' what 'other finanCing the Congress had ~n 

, I I ,". "", " ," I ' 

min~. Nr. Yost brought put that' the US, Headquar.t~r:s V£as under preissure 
tOlfoward "the Austrian figures by tomorrow. A ~able 'in'generalte,rnls , 
hatllalready been sent, and he asked the Austrian,6fficials to submit 
a :r~port which'could becombilled with the data'; fr~~"the US Headqua'rters 
anidl' sent to v.lashingtontoroot'row~, " ii," 

, . General Bahter then, p'~esented the se~ond,qU:e~tion~ - of the fO,od ' 
ga~p, existing between 23 J.:1'.ay 'and,,15 September. ':BY,;23 Yay all foodstuffs 

. in! t.he pipeline and in the' reserves would have bee'n ;consumed' and ' i' 
un;l~ss more food was placed, in the pipelin~by ¥J.ar:ch,- the ra.tion {

I I. . " ',' " 

wO~L1.j1d drop in June to sao calories. The ERP money~s not likely • 
, be:fore July at the' earliest. Procurement of food wi ththis, money would 
talk~ until 15 September. 'In ord~r to maintain th~ ration, at leas,t ' 
fo,rty million dollars was required. If coal.ms, to 'be included, ,this 
to:t~l was raised ,to fifty-five IDillio~ dollars. " puring his visit lito 
wa:s~ington it was indicated there would be no IIlQ:re interim aid.', ' , 

, Perhaps the ~situation had changed due to, the delay in the':"ERP but it 
I I,' , • . " '. ' I,wa::sl necessary that the Aus~tlJill' Government doeveiythi~possible Ito 

he~p itself. Dr. Grub.arperhaps a portion lof the ERP money' cpuld 
b~:used to cover the gap, although it probably would be diff~cult to 
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. secure a loan 'on the strength of mon~y 'as yet unapprOpri~ted. The 
possibility of borrowirig on the streng~h of the', ERPavailabilit.ies 
for the latter portion of the four-year period to .coverthe June:' 
September gap was also suggested. However, i:twas point~d out by 
Mr! Yost that the Congressional a:uthori~tion for the ERf' would 
pro.bably only extend it for a year at a ,time. This vague assurance 
wO'Uld hardly be good collateral. 1 . , 

'. " .' i 
The possibility of pledging the Gold Pot of 26,187 kilos was 

discussed. Twenty-one thousand of this was stored in Fr~kfurt and' 
four thousand four hundred and forty-s~ven kilps were inINew.York. " 
Mrs. Dulles estimated this to amount to '27.9 million dollars exclusive 
of the gold in the National Bank. However~ only 17.2 miilion' doll&rs 
of the gold was clear' for commitment, ~he' remainder havihg be,en pledged. 
After the gold in the N~tional Bank wal$ included, this w9uld bring the ' 
total to twenty-one million ,dollars available for food procurement.
, " , . I . 

Dr. 'Gruber asked how the :oth~r EI~ ,countries w~.re m~etirig this' 
problem and General Balmer explained that the lesser ext~nt 9f 
rationing in It.aly and France would not make the situati~m inflexible 
as Austria•. ' He added that this Headquarters had opposed the use of 
the Gold Pot for this purposeb\lt that' it . had been raise~ in Congress. 
General Balmer emphasized the necessity of ~oi:ne gesture of 'self-help 
on the part of the Austrian Government.' He stated that he had brcn:{ght 
the food deficit to the attention of everybody in Washington that h~e 
could reach. Dr. Gruber stated that the Austrian repres~ntatives ' 
could make no commitments on the gold without first conf~rring l'lith: 

. the Cabinet. He wanted to know how the gold would be utilized, whether 
as"a~' lo.m, pledge, ,deposit or what.. TheFinan~e Ministe~ stated,th~af " 
an Austrian law would. be required before the gold could be utilized. 
Mr. Gruber stated that, he would iinrnediately bring the problem before 
the Chancellor this evening ang it would be discussed by: the Cabinet 
next Tuesd.ay. Meanwhile, the Austrian authorities would! furnish 
tentative material tomorrow for ananswer·to Washington by this 
Headquarters.." 

. . . 
..., .... :.:' 

. 
.... 

,'. 
, '., 'i".· 

I , 
. . I 

General Balmer'stressed the importance of extractirlgthe 
maximum indigenolls product.ion from the'~ustrian farmers.1 . This 
problem was discussed by. the Conference: ror some ,timean~ Mr. Gruber 
promised that the Austrian GOvernment would do everything within 
its, power to ,obtain the lliaxim.utlfQod c911eciion. 'H,owev~r, he, was, 
of the, opinion .that no great results would be obtained apd that such' 
a procedure.would be of little help .in covering the Jlin8jSep~ember 

. food gap. He sta.ted that the US Headquarters sh~ul<i mention. to 
.., .,. 1 

: irlashington in their cable that the Austrian Government was formulating
. .. . _ i . 

a pla.n to rciise all pos~ible dolla.r: credits from .other s,Qurces and . 
promised a final answer to the US Headquarters by'next v(ednesday or .' 
Thursday. This reply would 'be in res~onse t6 ,the gold. q~estion as well. 

, .,... I 
, 'JESMOND D. BAUiJER i 

'Brig.Gen. . USA i 

" D~puty Commissione~ 
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StJrBJBCT: A:Q.tori.faUse, of Foreign ix~hangG 'Resot.lrces. 


',r , " I , ", ,i
I 

, . III ,vi." o~ the. sube\.antlal aid we. are ,giving Aut.#a in 
d(~llars aDd. ,lnaval1abilltlea WlDuat know how "bey are' spending 
all their resquJ"Co. lnoN.x- to prot.ect the Amari.all' pver and 
lethlm UoWwhether· hls"gl:ft Is being etf&¢t.1,vely l.lse4. 

j , The Justle~ oJ: thi's is patent, and AU8trlan ot~C~$ 'in' 

cCl,l~versat1on a~ee,pt it .without ,~t!8tloD. The. Goyel'DlltUi;t has 

tc,rma11y asn;H to 1t in 110he ~iI.f' AgJ"eem~l1t. " , I \. 


I Yet we are g~tt1Dg apott., lnforma;t1on. It has be~n promised 
rep.a~.dly to tlle,U8ACA Soonoia1o and r1Ilanc.,...ople, ~O. 'Mlr-,. Dulle. ad to Ill. '\)y Gl"Uber. Kraul~~d, Zllimennann 'and a , 
n~ber of 0't1\.. officials 1n 'theae aliaietl"1e,.; bu~ ~h. ilDtormatlon " 
do,s DO~ 00.. ~o U8 aDd O4e ,caatorm DO In,.lllleat. overall ' 
pjLcture .of tbe, situatioD,. , We 'bear ot ,transactions and. :c~e8 
~ll the a"al1abU~~1 of lunds th!"Qugh thepritss and' at-her sources, 
1~lquire a~o~t \hemancl even then getonl, part.lal yap. part1
c\~ars., Wehe.r trc>.mthe' m111~stries on their Ini-t1at1~e only 
llIihan 8o,.meproj~Gt has struck " enag, and. they appeal tor help 

, 11:11 thatpartlcw.ar mat~ertsQm.tlm.8 ,tying loU) vagti8' aWl ' 
cOljltlictll1g information, eveD ,th8ll~ We know tbat there I~s DOb. 
olf i which we have only tne n,ewe that the project .x1sts ~ a\Jld we 
Jm,l~t, preSUllle"hat tllere ,i$Bi\lCh 'BlQreof wh1ch we know nothing 
at all~" ' I>'} 

'. ( 

, The ,failure may b. ill part deli.beratelyto eoacealactivities 

which they know would Bot, 'bearserutiny, but I think it 1s due 

lU?r8 to a geaar1c diaincllnatieftto rev.al busln&~sseQrata, ,to 

te~r ot interterence, to fear or prG.vidiag , •• Soviets lwi1ib 

i~lfo:rma'lon which they would 'use toturther their econo,m1c , 

'agression, to tbe i:nef'f'icitncles, of the YOlmg ,Government, to 
dllplicatlon of :tU.nctiona,to Jealousies ,between blirea,U6 hrrhey, 
w9~tt even give each other inf'ormat.loD aomet.ljes> and ~'over-
b~.il!.ngotkey person~lI I. belleve t.ha~ t;he o£t1~~. ' , ,,. 
g,!)nerally haYe no id:ea, of the extellto£ 'their ao.n-ooop,ratlon 
i~1 thematter;t If they dld ~el, oouldn't h.lp,. r&allz~, the 
adverse et'teet it _uld bave OD the contiawmce of U.S~ atd 
wil1ch 1s fundamental to Austria's inde~ndent8urv1val~ .,! 

I" :I 
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.. , . I' (a) The U~'i~ &a~ pourecl;f•••••••.• ~. m111ioD dollU~iIlto 
Aus.rt..·in .yaJi.~••,..,; -',' 	 ,./ . . 

(1:») Itproposea ·:to . put. ball-lioas.•zo.... 
~ 

1 . . . . 

. 	 . : . 1 . 

.( c ) The tIOne, and supplies are paid· by toe A...f.can p.e.ple~
". . ." ',. . ' " I 
• 	 I 

.. ;. (el) their purp0tie i8 pa~11 ftwaan,1ta:,.lan. bU\.:' ••eB ',_" . 
tE,' i enable :&ustrta· to beCome .independent .8conqllically ~ the,.. 
r~~ . 11,· 	 ..... '. polit"loal. .(The da.,.. for tai. ,barcll1 ...4. b~ 


.",~pla1n.4 ),~, . .... . . . .. .'. I.. '. 

. . , I· . (.) .The.. American' people ~t aS8\ltuee, ,hat 1a'g1~ns .thie' . 

~~.,.. tt18 belDl. used ...tet,t1.o1'tn,ly to. aocapl1$b th.. . 

p\l~&e. tor _leh 1~ 1. 1.,a.cled, and ~ha~. Done of tot i,18 ~s,ecl. 


",~",. . 
(t) It ahould be ~b. b\ural desin ot the reo.lve... o~ aid. 

.. tn .It". hOb .a.urance,'- ,',,' , I 
.' , 

> 

. , ....,,',. 

. '.. (g) Bu't. beyond thia the Austriu Governmut In .the .ease . 
oj~. theCoftS,..aelonal hlleifGrant. bee t~y \Ul4~.,_. 
1~k1 ope. "tis al11nt9rmatloa bbring o.Lthoefrectlveu.se ,of' . 
tuncts aDd a"ppll.8~ .• .' " ': : .'. 1 "' 

"'.' 

. I. (h) III order to dnlw cOIDpetent bone.lusian,. and to Iplan 
~l~ure ald we lIlUat u'V'G _ ..capletep1ot,ure..of .all.. Au.~~1o '. 
",l~()Uroe.e (not ol,llr those",. have eontri:but;e')~th~.mal 
aJ)d int.emal, and. of DOW they are be1flg ~tilla.dt t· 

I . (1)Th. attitude ot t;he Austfr1an '6ft1~ial.s·~~n..~ed ball. 

be~R 1n general co.operatlve J bu.t. a number _, major cOr:l.ld,.tIlents 


. Itllye been ua4enakttn of wJ!1ch. we have lea~ed o~ly 'by' cbanee. 

tll8 &:u.8tI"iau.$ have even co.uted. themselves ~ tran.otl._ 

<lirectl.,. 4ependent UP<»' tbfi t.lseotAm"ri<:an relief' fun~ .td.th

o~~ into~ ua 111 advance (coBtJ"aJ7,.·th••plr1t 1r:aot the 


'14,t,tGr 	of the asre.llent) w1'4.ol1 pla4eaua· in t;he pOsition of 

be~ I.OM w1tJl a Dtait ac'o_pltB~,.. ,'. . .!.
· 	 . , . '.". ..!, 

. ,
I
I I 


. . 
. ~: 

I 
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'I." ,~~~~~!?~::E6 AT THe 

~'--=;", ..,.",'-..'....1 •• 

•n 

"", 

'.. 

, f 

" 
, 'II 
, ,j 

TO: 
. tl 

Jr
>::",'FROM: C. C. 'McIvor 

, i . , I 
I " I 

I think you should know of the substance of theienclosed 
memorandum, although the matter is still somewhat vague and 
no positive recommendations for action yet considered.' If the 
~tory is half true, it would have far-reaching impliqations.

'+t ties in· definitely with General Keyes' suggestion !the other 
4ay ,that we co~sider conveying to the Austrian Government the 
need for strict economy in the use of their funds as Iwell as 
all the money we are pouring in, perhaps pointing to :the 
emergency situationin England as a 'per,tine!lt and timely example.
I '. , I 
i So 'far as I know this tobacco r,natter·is known only to 

Ipr. Marget,' Mr. Kerekes, Mr. Giblin and: the top staffj of the 
l1egation, and has not' been reported home.:by any of these.
'. .'I 

Please return this copy. ' 

O~M' I 
I 
i

,CCM:bm 

General Balmer August 13, ~947 

" i ' 
I . 

" ' 
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~rf~{~"fF' '}<~f:', .," 
"I,__~~f.'~~,D~7Eci AT THe 

CONFIDEN TIAL ' 


" ./ 

'T'~ • Mr. Erhardt 


'S:U'BJ : Aus t1"1&'. Dol1ar'oattlon 
" ' 


&e:r.leus efforts to ti;nd Ql. t frO!ll' the Austrian 
a'uthorit1ee ,th.elr presem.tdolla~pos:s'tien have failed
S!9 oemp,leteffY,'that :r belie,vial ,I must ral~e,', t'tle "q",~e$tlon 
in a eot:l&wbit formal manner vdth· President, R1.zz1of 
t~ Austr1an, Natlon$.'lBanlt., Alth.ough I have seeur$Ci 
a rumbar (}t tl8Ures from the techn1¢al tu.n.. these .'re ' 

.n'Ort o()ns1s tent wi theach otl:l~r, wi; th ,;;h6,1 r published 

r:e:ports, and, With certain known facts,: :1 be1.1evethe 

American authol'l t1.es hll,ves right to know ,the true 

sliltuatlon. ' 


, ; I '," The reason A~strl~'S' f'ore:1gnexch~rigereport,t3 ' 
~1e ,so u.nsat~sfactory l,B tb~t there ;5l.~~Eta nunibl1Jr of , 
s,e;cret deals. The complications ta.k!i4i;:\~e, to~ ott 

i,t:::"· 

(a) 	 hidden. re~;erveB , 
(b) 	 e~'Ptu:~~C)bl~g~tiOri.8seetet11 in

curred to p.ay for ,current imports 
(0) 	 a faIlure to ednvert co;av.ertlble I 

t)XchEing6~nto Golla.;rs:lIoas to avoid 
aha.inS' a larger dol'iar balance ' i , , 	 ' I 

XQU may know that the' Auetr1,2DS, asked that we 
k:eisp secret the prisoner-of....ws.r PQyntEm.ts. This rill 
D'ot be done .We are 'Wl'ableto trace illl 'the faotsI " " " 	 ' ' , " 
r,e1la. ting e1ther ,to the, paper 'exports. t hf; arti! i etal 

,j!eiw~q.r1 e~pt;')rts, val;:ue(;1'~:t ".e million, o.r ,theto'bacc,o
aJ~fa15' Theretore weeannQt finO. out, either their 
P,','~II,e ~ie,n t s1 tu&tlon,. ;t",he,1,~ ',r,e cent exports, o~ thelr com
mi tmente tor l.ter l?~pen~s,!f 	 ' 

I! ' ,I am drawing ,up atableot' as 
,
timates, Q'Q:tean 

s:e,a~oely rely on any otth~,f:r published statisti.es in 
tli1s field., ~ ;' ' . 

/·~Eleeno.

E'LDsEL 
c;ci ... M~. McIvor' 

CONFIDENTIAL 

I 
I 

i 
, ,',,' . ,-,-/'.",..,' ~.:' .. i 

I 
I 
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I
.)-. 	

,i 

I 
·,1 

(j) We do not haYe a sufficiently oomplete ru8ni~ 
"picture 	of Au.strian resource.. expend1tures and. progra.a 'und...r 

:cpnsiderati0l'l With wh1ch to tona c9mpet.entadvlce to our' : 

Gpvemmel'lt 'or,wbenasked., to. the Austrians. " J 


, .' 	 • . • " I 

(Ior,inatance, I have sought frequently -,,~ 
unsat1sfaCtory resUlts to get a complete p1oturelof 
t~ ou:rren' cQal situation ~d plans torj;h~ .t\1ture•• 
,Mrs. ~1.8 bas lOught to keepa'brea,st .ot f1nancial' 
resouroe. IUld. expenditure. but has :r,a$oft tobel~ev. 
that 'certainit"$ are not knownto'Ws'"h1Qh would 
ma,.rtallyalter. ourappra1sal ot the. s1t~~ion. 1 !he 
aBACA people baTe a great deal ~t1ntormationt b~~ , ' 
·trequen.,ly ther learn 'by chance ,of an unstated aspeot, ' 
whi~h.~omp'l.ta .y alters th~ir .,c,onoluslons~ ) "i . 

(k') We, belleTe that tl.le apprOpriate t)ttlclala&!Jbqui'd, be, 
;1natructed to inform us of all m&joT transactioDs &treeting, " 

. A~.tn.ats total resouroelland. theirutil,iaatlon., i '.. ", 
" ,'I ,'" '(1) Arrangementsoall be~orke~ out: 'tor, this, with ,"" , 

'adequate provisions to protect the contidence otthe ~U8~rl~$. 
r' ,.' ' 

.. i 

, .'" 	 ': 
. "'" 

'., 	 . "" , . 

. :: . 

'," 	 , 

! ' 
" 	 ' 

',',' 

;1I,.', ' " , " 	 I . 

CCMclvor:_: " " , 	 ,I' , 
. ,'. 	 J • ", 

, , -- I.' . ' 	
Ie.c 	 to:' 'GenerQl Balmer 


I ' , Mr.llIa~.get' ' 

·'Mr. Giblin 

I: 	 !,,' ! 

I 	 " 

, " i 

. 	 i , .' 
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I AUSTRIA,': 

I 

, _~ .. 'i:,; . . ~. \ 11:" • 

,AME'RICAN LEGATIO'N,.·.·.. Office:Memorandum '.~ _VIENNA ." .". 
>1',.. .',,,' I, , • """, 

',' ," 

" TO:, ..' , M~~. \Erhardt ",., ,', , , 'DATE: August ,ll~ .1947' 
'I " 

'.! ' \"'FROM:,' c. !e.'Me!.Y~r" .. ', , 'I·I ., ,~','," . 
SUBJECT:' Att~ached Me~erandum ..: \. 

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

I 

"., :1,- .~~ J~ot t'ake S,a~el·'{'8t~t~ments as wholly .ccurate. '. "Ith!ink he 

is st;r01l,gl!Y[ intlueneecLby personal considerations, and he is qu'lte 

ev:tde,Ilti,y la' "slick~, Gperat6~. '" However; some ot his ,assertions ,~re so . 


,specit1:c ~ll~t h'e, ()9uld riotDUiltethem without na:v1ng sGme',b~sis fntact; 
and",Wi,th s,o; much,sOloke, there 'mus,t ,be ,some tire,. ,Also. I helve, had, Qome' ' 

, misgiVing'it,1rIl' otqer r~asons '~b~uthow seriously-tb~'A~Qtr1m;\sElre, taking
tbeir ,resPP,p.sib11ity,to eco,nomize ,and make. ,.ve~':,dollar COull,t ,110 lc:mg " ' ',' 
as we are pumping 'so many dollars into their till. "Theide,a,ot\ using '" " 
6 million ~l year tor; tobacco under the circUmstances:" 'really is !stagg~rlD.i:.;<'
I have men'tioned this matter to :Mrs" Dulles, and, she: would-like; to ae,e:: .",.",:1" ,', '. . .'" " , , '.'" I' , , .' ~,,,,.' ,-",thismemo. " ' ',~.!I '."",," ( 

,". ' ".' ';"'~ 
. ,', . ;. 1" " , ";:),( 

";,":'\:; 
• t' ' . I 

" ,, ' .. 1' 
" -j' 

~~; , 1,/ 

,'> '. -'. r .' 
",I • , ; 

I 
" ! 

,I 

\ 

I 

" ' 1 
1 

, 
,I \ 

" iI 

I , 
I, 
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I 


I 

2078\07 

I 
! 
i
I, 

i 
I 
I 
I 



,~', . 

, \ August 11"194-7"",' ,. I ' 
,! " ", 

Mr. Erhard.t . 
'. . :':.; .. ~. 

'·1 
,

G. C. McI'yor" . I',,';,- .,' 
.~.. '...; 

" I ' 
','I' 

" ,A '#ieIDb~r of', the\'inanceDivision cuiett AugU8~ 7~hiw1th 
,P4I:r- , BAKEL (American~Pbacco man J torm~rly, an Aus~tianand high
" , ai.al of. t~e"Tobacco Mqnopoly). Their ,inform.at,ioR ilj1dicates 

." th:elprobability that the Austrians have ,since the occupation, 
. }ic;qp.iredfrom'tive: and one-half to six milllondo;t~;ars ~rth of 

:to,b{iceo tor domestic consumpti~n. About half oft'Ala was '. stocks 
le;r~ over from the German t:'8gime, and the 'other half ..~ acquired 
by! barter•. '. '... -., . ,"., , ' : ,:';' . I'" " 

I They (the Aus;trian~)·are.plannlng ,now a progira.iator acquiring' 
about twelve million dollars worth of tobacco for domestic con
sumption for the ,nexttwoyea:r:s. This is :made up a:s:£'o~low?: 

, • , . I 

I (a) Two, million"from a dealwh'ereby,the,'EXIm[Sank 
WOUtd loan the tunds to American tobacco :~e~lerswn() th~riwould 
advance the tobacco to Austria. " : ' , ' , 

'\ ( b) Five million Swl ss francs '('about one' and lone-quarter ' 
miJ,qion dollars) for Argentine tobacco. - out, of .AustrIan Swiss 
;tr~nc bGld1ags.' .' , , .' ", - I ' 

. \.' (C,) One and one-half million ExlmBa.nk:;1:i'~UO!lng . 
th."ough a French bank for American t.o,bacce:.,. . , i . 

" ,\. '(d) Th~e million out or occupation i~uhd!~~r Ithe 
relief grant. ' " .,', ,', ..... 

,. 

(el' Four to five mlllion,"ItKc;l:?"., 

Mr. Sake 1 did not mow, :what"KG~' means 'but the' 'amouht 1s a,li"~;( {{~J 
~t Haetl" tbLam~ of' thE;: American:,Pr1s¢ner' .()f War payment ".7 

and Ithe "letters.may staJid, for "Kriegf3...q~:~~p~ene".; ,;~ls~.1 I ~ ., 
t'o~q f the Auatrianlii . have bef),p: very anxi~us.t:o l,t8,ep".;~h,l s ' payment, 
a s~cret although the Department naturallY,\t1ants to announce it 

, pul)llieally.. ., ,- ',' . , , . i ' 

·',1 l,r all t~!s is true' itme~s that~he Austria~_5' con~emplate
div1e,rting .large sumao! ,foreign excbange available 'to th~m for 

completely non~productive use, at a time when weare giv~ng them 

mon'ey to ,enable them to get on their feet and at a,time when 

eve:r'y dollar is needed tor e~sentia1 relief sl'ldtoriliports of 

raW; ~aterials and machinery tor the manufactFe of exports to 

gen:erate foreign exchange. 


, '\ Commenting on the lettered items abov~ individ;ua.lly. it 
seein~ possible that the two million Exlm Bank loan might Ibe 
fea:sible an.d that it would not involve the dissipation o~ dollar 
availabilities which could be used for essentials .... The ,deal is, 
a c!;:,:tnpl:icated one which I wi).l not attempt to describe here. 

, '"1 r»' 'I
jo" 
~". 

I 
I 
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·c~ rdt' '. c'-: 'W'
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I'
I ' 

,. .. 
, :j ';~" 

'" , ~,. , ,\ };",' , 

. 	 .:}~.~~1\'{ ~;. <' " . 
"ttem (b) is clearly a diversianor tree torelgnexchange 

's6urces to nOD~8ssent1al con8~ptioD goods.rur:tl(~'tm~re.

Sa;kel says' th1sd$al was made at price. aimo,at tw1;~':,th. 

it/,Ae market'priee '~or Argentlne tobacco anda~ abi:gner price

:tliansuper1or AmeZ'ican.:tobacco. ,Regarding, item '( ~1 I do ~ot 


,l)'8'11eve that, the 'EXIm ,;Bank 'WOulq cons1d.f.ir' flnancing the deal.' 

. , ;1:t(a180 would be at prices tar abOve usual market, ':pr~ces., 

" j::'~E!gatding i t.em (dtth8:reliet grant funds could n()~, ot. course, 

',;;b~used fo:t tobacc.Q~ Wit,h regard to occupatlon :f\it;lds, we have 

, , "j ,re:t,a.;ned no controls, ,1n.the agreement, but of ,course would 
1"..,~bJect ~igoI701,l8Iy;'to ,~hetu,nds, bJt1ng, u~ed t exceptl,n small 
r~~ounts for tobace,o., };ieeontemplatethat, they wil.lf all, have 

't,9 ge used fo~ (Joal1n the last. quarter of 1947 .B:nd::in194S • 
. . The ..US$ ,oftheae funds and·the four ,or flYemillion' ;l'rlsoner 

:ofWart"Unds in it.:em(e)l\lOuld amount to'. a 8e'r1o~is J;l,)r~acbot 
f'aith, 'in vi••' ot-the grants g1ven Austria. by our~~l.ves and. the 
Britlsh and inv1ew ot the written a~d verbal unde'I}st'aJ'1di.ngs ' 
under which those grants were IQade - ~·-thatAus~r:law.Lll 
cl1retully' di~p08. ot alltunds I1vail~ble in orde~;~,tc?, 'I'educe 
the' need for.' relief· in the future and in order to';:g~,~,<:her 
economy ,going ,on, a self-sustaining basis. Furthe:~~ri, the 
excessi,.ely high prices at whieh they have bought,:t:?p,,~,e~ and 
contemplate future purchases strongly. ,suggestis ~l're:1S1l'1:I1r1t.ies 
on, a large scale in the disposal of these essentl.at .(U)ldil.

, " , ' " I " ' 
. .' ' . .", "1 ' .. 

Mr.' Sakel 88"1s that the Austrians "nave bou.gbt:~d propose 
to buy fordom.8ti(l'c()nsump~lon, a, considerable PO:~~,onor . 
nigh-grade, lUXlitl"Yto\)accos vhi.eh. are. not being u~~'d( molw in' 
France, Belgium, ,Holland or even Sw1tzerland~ In,<·<?,;ther wards 
tha·t they are making no attempt to "t.ignten the belt" in thtir' 
t9baeco production. ,- ;, 

, 	 \ ' 

It is reported tha.t the 6Q$nunists and Soe1aXl;i:st:s" may , ,,,' 

lJava wind of the Prisoner 'of War funds" and of the ;;P(HS~ibility' 
0'£ t~eir being, divert.d. to the purchase of tobaoc,o~;:1 that th.ey' 
.	are .Lying low wait1ng,fQJ!. more· concrete. developmentsbe,fere 
breaking the ,sca.T;l(}a,l.' '. ,It Would 1ndead be atremenij~us scandal, 
d~eply involving the goodf'aitho'f tbe Government, and the very 
nonesty of the Fi~n'eeMinistry' and others. ' .Our ,reaction too 
w;ould· or course be 'heavily against the "Qoverruuent.' I ' 

I 

CCMclvor:bm 

, .,' 

, 
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, 

I 
I 
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I 
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GENERAL COUNSEL' 

TREASURY, DEPARTMENT 
IWASHINGTON 

I 
MAR 1 0 1947 

I' 
Dear Mac: I 

Since IlW' return ,in,~ePtember, I'nave'been occupied aJost 
exclusively with financial and other general Treasury problems 
involving the occupied areas • With the exception of the firs:t 
few weeks after my return, I have devoted verY little attention 
to defrosting problems. 'It is for this'reason that I considered 
it'best to refer 'your letter of February 2S to the Foreign Fuhds 
Control people for reply. , ,I 

'Like you, I, too, was impressed with: the way in which :the 
Austrians readily grasped the intricacies of the defrosting pro
cedure. , I must admit, ~owever, that I was somewhat taken ab~ck 
upon learning that Wewalka, the man who in my opinion besturider
stood the procedure, was 'a ,former member, of, the Nazi p~rty. , I 

I ca~ well imagine that this past winter in Vienna ha~ not 
been pie~sant. ,I:am wondering whether you w:1.1i be r'eturning :to 

, the States afterthe,.signing of the Austrian, peace treaty. 
do, be sure to look me up. " 

l'fyou 
I 

With best regards to your wife and yourself. 

" Sincerely, 

:MattheW',J. Marks 

Mr. C. C. McIvor, 
American Legation, 
Vienna, Austria. 
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Am,eriean Legation,
Vienna ,','Austria 

, ,,', ' 

,~ebruarY ,2.;",,1947 
, ,',I 

'D,ear 'Marks: "r" . ., . '. ..! "'. ':: ';'" 

" You'didamarv;e,lous job unfreezing' Au'stria,l~stsummer" 
]~,q.t, old man Winterha's pursued the oppositecouri;:s~I'.,\ It 

, ':rEia\~tly has been something! ',:,;;::,::h ,,1' 

·.1 ... • We got an air,gram (No. A-ItS, Fe!>ruary 13 )·fiFI" 

,,'thEf rule that residents of General ,License 950 


should not be a1l01led tQ have benefits of the 1 

/'I ,:ot/l~e'r General Lice~n'se' 95 countries, nor direct,,'" 


f 'li!censes' in non-blocked : countries - -- should' their 
. #h'£.reezlng activities to the, country of pernfarie' dence 

" ,\;'~a,~d,' under General:fI4icense 95 procedures the;re\)~ ~shed. 
'i\'i]p~??:,e conveyed the ~ext of the airgram to :t::ne.," ."ment',

"h~~I~bst : verbatim. In tW,oplaces it cites Geri'~' 'nse . 
' 

""h. :;, ,mt.',:as a, criterion.:, ,~ 'know that I'm going to' be;;" wY.> 

, ,; 'frankly I don ':t. >~ee why myself, though I dolJ':, r it, can 
\~}: fa mistake. I'~"§pp're<?~iate a word of eluC:~:4Jll?;~ i. Maybe 

, ' " ,,9ut of practi~~' o,r.toC? tired to ;-igure ,1t-.:'i{, 
. ~:':, ~{j,~~(~':~.' , '.. '.. t.~! .. ',' . ",' " 1. " ' •• .':'.':';;:';~:,, -. 

. ,:::\,L·';.<~~t;): 'A~uestion th~t has, ,already been as~~d ,~~4; w,er .to 
. ;:i\:j:,.;;~::t:ch I m a.graid I ,wasn't very con,vincirig.,i:~;,,:;~, Italy 

r',~:<;:n.:cluded in the SURP1,~mentary l.e,tter, of a~$'L1.rap,q;~(. rc,lihg· 
'in··'ll:,.,~':i','~.',:a,',·1,'ilted asse·ta. in,?~;'PAAU,Dt,,'S of, Cl~an", banks. If:,'~ec. 

. '.<I;ti,l';l:,~, ,Department careS'tiO;,l3,pell th~s .one out t';O,O.,, d be 
,,',;:'"~':preciated. ;';', , . 'i", ..' ',"<: 

/ ':1:6"
./ ."l~\~~~'a!eq~~:t!~ri~f!f~;~i#t~g~:e~~:li~ ~~~~'t' "'countries 

.1 '::,i,f!9Jnitte~ to GenerB:l,,~icen:,se' 95.· I shouJ..dth'l.n ' members'" 
';'t be',.""',W()111dll.ke that bi}t;:.::"o£ information and suggest 

;' I,:"~ " .• ;luded in Treasury' slists ,from time to ti'Ine 
mber in

,;;\J)ii " countrie $":~~i don't have all the pre~sr'~,'.~t·'!'.:.,:",;."',l"";,i""",,,,~,,Ch 
, f,.,.~tthew J. ,Marks.,cEsqu~'re,~' ,
" , u.S. Treasu!'71;,Department, ' . 
. Washington".~; C'. 
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'which the agents names B:ppear, .,and so would appreciate an 
,I answer tQthis ... ~:' ... qU,ickest in' a personal ,letter~ 
.. ( 

,., ',' .;: .' .' " " \"". 
The new Nazi gesetz will probably ceme into ferce very 

soon~ In some respects it is st1'ffer, in 'some, 'res,pects not. 
Ithinkit w;ill fi·tthe Control:, :purposes, but! if, not, 
nothi~g, can be done abeutit beqause ifanythfng is certain, ' 
'it is that the Commission doesn't want to open t'hat subject 
again. We n~edle:d'the Bank again only, the other:, day to get 
.·on with their .conip~ilat10n Of a I record of the ~aziportion of 
the assets in. the ,'United States.. They have pUt, 1.t off, 
waiting for this new ,law, and I !think feeling itha;t,',the 
amount ,will be 'negligible anywa:y,and,notwor.tl:\ the effort .. 

'.In the Bank's iDiplementing announcement .of unf;:reezing. . 
procedures just pt;blished they h~ve amandatoliY.clause (.or 
practically mandatory), en Which they are counting.'to 'bring 
in thedepe Wi,thQutexPendi ture on, their part \of too much 
reS:earch 'effdrt. . (They really are terribly sll;ort...handed .yeu 
kneo/). I have a good d,eal bfa,dmiration for trem., ';t'h~y
showed evidence when yeu, were here, of graspingi a cO,mplJ.<;:ated 
s.tructure 'pretty quickly, but in our latter taLLks. they 'sho.w 
a really penetrating study of the'decuments. Maybe ,that's' 
why they are, so' slew. I've knewn such exalted\leve'ls of 
precision to. delay. things in other' organizationsr, . 

','1, :';' . . ", . " . ·1 . , 

.'; .,', Qf coUrse,' we'furriners have been .all rig~ther.e but'" 
'.'. th.e ,wint.er· has ,really heen awful .for the' Austrians:; ;in 

~ '~,V;ienna at any rate. We . really wonder that thed'e 'l1ave .net 
. been outbre~ks or at least more evidence .of demo:r~l.t.zation,. 
It~sone thing when you',re hungry all the tim~ il";~:'?you"caIl" 
still work a bit. But when you're, cold and n~ver:on~:e' can, 

,get,' really warmed'up its really bad~ , '\ ",:', .' ,.' 
, , . " I"'" • 

,', I', ". "" . ~. "', , .... . ,\ j "I~;~!\~<~~ 1 

.' 
 . . " If Zip 'Alk, IrVing MOSikowi t'z, .John Richards", ~~:$di,,~';)::ting 

. . Arnold are· Still there, please give~them my regard's:;, -With 

.,. best wishes te yourself, I am ." '\' 
, I 

S · 1 r . . ~ncere y Yfour~, 
, I 

i" , 

CCMelvor:bm 

, " 

, . , 

,207812 
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, I,I 

.,:. 
" , 	 ... '" 

I ' 

"; :C®~J,~~u~]~]:~ ~, '!. t ~ 1 
, 	 ,, 

, 	 l 

I 
. 	,',I' 

I 
, 

b. 	 .AD loag &$ iJ.);' bas ft"lM~ iQdolJi~'t,~,nt restu,tt1Qt\'! 
'to' :rttiiy bf,e~U~ in' al1cet~~e~~ ·t~Q.n.. ", I . 

. ' .'. "":, ' : , • " " i,; I 	
I" 

• • ; 	 ,1 ~.1: '1 
~ ana the tU.ooUun$.lhoulil not b~ handed oY$Jt', I , , . .' ' '. , .".' , ~ , .. ....: ' .) . 

. 	 .' '" . -'('i, 

to '~~r. ~~ftt.. '~';,', ' 

Lt. COl. '~ (I. ,):111~~ ()f 'C'AP. ~"Va.ahl~oo, 6oaetu..s'1n our rElo~ 
, ' 'l ," J' , 

Jl:!ox~Atl{)u to .thts Q.tlest:h:m.. as ~11, 8$ U')Ol~' eoor~n!htOl" , 
.... , ' 

". •. • '1 " 

woblem 'I!t~below. M,~i.at& oneWlH" tC'i thlJiI ,questlo~ $$ " 

de-GiN b~o,rthe t.Ufticlllt ~ttitud€t tt}l~itby, tM, Ail$U'i811 . 	 " .. 
, ' 	 , 

.. • i 
,timl$~~t t~ fttStit\lt~~6 to' lta:b'. 

1. 	 ). . ,r 

S~ ~it1ast~ ~:tJ.U_V:'2"" ~111lle ldi¥Hv~ ':O/X-9~29Bi 
, " 	 " " , ' ' I 

sJ,so iilclm!ea tt)Qt the t"ftmt:ltut1onof' thilJ!~~r~ 'i)c1Mp.rapmrty
" 	 ,', . , '. ,.. ' .' '" ," " 'I 

be 	l~t to, t.bet1ila:p&sitit'>11 of .tlle :\u$.:tritakl! t'OWl'mlefl't.b'y 'm,:w' " :,i, 	 .. . I 
C:ilhlClG ~. ~1175 am :hb~ P-l,SlJ.. 1t ~8 ~c~_ndri by tb.1$ 

1~Q.tl~ersteila$h1~~D that tbil't l'l"ope,rty:.be~ttilUed: flr.adc"l, 

~.;;. conUo1~ Mnc1p~'r$~~lS .toprcV~ll~r:deltw~ to' ~70'riett 
.r~$.tellltfJ netiouQt. V~1sS 'maetl~\I ca113ble or:{,~Id'oot.ur-iag. i 

: i W pott1ttlt~elB elEj;l~'S91b~UtJl':; tbktttht$em&eh!~Will $~lltu:",1 , . 

\j. ,. : ielly ~to ;t1~,:... . b aecJ.e100,u tuthetutl~te' .diepo*S'.tion.' of' I
't 	.' '.' ," .' . '.': ' " , 
. ,tnt; '.~'lfftd _ias PrOf,!fJ)rty. 1lItl1ch .1s'stlU,'f31.er ~.Se con:trol., II . ..... , ' 	 I.I 

i soouUl ~e~h_eooil.,. . .. 	 '. I 

4.\ Ir~_~tu,aQt;~ '~lt.1••~ "~1.Q.-;ThentRittltl0~
'" . 	 .' . ,. ,.' . I 

o'f· l00'led .Q1geuritift. amn.,m.~Ml~8pNVi(1«l t~ .in pa~r.& 

._:' ~~,~ 	 ltlZlfl,; fit bsD1c, ~Btlttlt1~~lrMit~ WARI~15~5 of30~ro_., .. 

; 1945 vtru.l m94'~ .90. far u .·~Q$'trla··1!l1' um~eme.d ,b~' cahle .. ~~... \ 

. ; . 9'1~jJof '1 i~JIl)b.1946. ~tdgnst1"'iotlOnapv1i~' e1:so. t~'_~ 
'1.' . '.' . . .. " .:. ,;:: .' .' . 'r 
. 1~10~.','1'- ~l)Osed new"S~1tu:tiOO ·t'HreeU.V$' .~SC~·l/6) u : .. 

: /iQutl1!let'tln ~81"9:3 d~a~t' ·e·over,d'1,~po$i·hori.,·ot . looted ae(mru~e& 
, 	 I '. ' " '." I,. . '. .". - I 


IlmdGUft'llmCiOa. Ali llft'e1ito~' of t!ie 
• 

c~n01e~ :on ~.~ a 11~ 


;ior 	.oW_.tV re8t~tllti.o!l Qf .(H~(l1~~Baeurl~ien: mld' _eo:mb I· 

.' 'I' 	 . " " " (1 ',2'078
1

, 14" '" '. l;i~;I~!'} !~:Jq:'r--·.~r!Vlu\l8[jl .... 	 '. 
. ' 	 ~1::Il1 ",·.lI,. "L " .,',,' !,!, "I,
I~'U t'\:J'G,ii:id6n'\,l Ll~.' ' \

, I, i.:l 
21 	. 
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I 
'j 

... 
j' < • 

" ]f 

I 
I 

!las been prepal"ed by ~ D1via:ibm W'ldr~rdcd s@ u tt'l &ub).e 
I 
I 

il'uhil1gtoa to wal1l!l aa4deqt!aM study lOt SlAbj,@)o.t ~tter. Since \ 
'. '..' . ..'. . . I 

the ~blom Qf rest! tl!tien of 8!telwlt1E¥s. en(i CfJ1'NMies becemes 

t'JQI"G llt"gfUl't., (i d801 tid011 as te ttw dispea!t1ea, of these (il8aeta 

sh0l\ld bl!'J NaGhtittl mum. lib ~~m(;t1t ntis ~a ,reacht9d 1:3 ttie 
, " , . I 

fln~ft DiFeetC)nstefl!'X' the d.ispesitScm. ef 6Ul'r6~e~S rutd sG6W!"1t1es 
• . . , . . I 

~.".;r Me CowUAil1ag • 

.$. ' ~::tl*X Pib 'm: i1.t9ti1ivW.s!£ fiuitit\t'UA& Q;~8.,j'm;u 'Wt 'tt1 t.raU,mil.e 
, 

I 
, 	

,
I 

. . " . i 
Retfu~~& iii loo.de ta.pal"l.llgr&pb 12 Qf' wit-8J.'193 ,G~ J.5 flfa,y 194.1). .~ 

aaftement ~ ~\U5t.riQa ,n!!ul.CSl 'l'reaty i~' net 6Jtp@,cted 18 tbe DEIiii!' ! 
. 	 . ' 

" I i 
·ftltl1'!!'(h \_ ~e~m tbtiraf~ tbnt ~siW!ratiGn b$ glV0B tc \ 

tbe 	~9ta'blb~t (!if C!1 ettt~ff dtlt~ far tb$ t,Ui:lg~f 1'\!JotitI1t1e.1ll 
I 	 . '" . , ; I 

" . .' ' , • .' " ' . I 

01t.l!.Eim from tftlited r:ratlona. ·Suoh cllt..~t£ datto aoouU1 'be 9~~ 

ti\t1l$r ~otit1c$t!~n date to the uti(~as" oGnoemed. mriti.· ltlerJnt . 	 I 
• 	 , • • I 

bu el"~ ~utlllb1iQheda out...on date $ffeBtt~' ,",sO: 30 April \ .' 

19Jti. We 40 not beUe"ll'0 G out....eft date ffll" maiitiltil!'l)ll deUwriea 
, 	 . ~ 1 

! 
\;el~ld be temblG IllS th.,1s.l will tl~Pend i~~!l lr:liliv1dualcm•• ani! 

, 	 i 

o.n hCo/w qdGk~ the iJ.J:;. 'auth<!l1"iUCt; (tQ '~olvc ·tlb~ ,:tt Ss 
, 

est_~ tbat; wO.t'ral'!t oompl.e.t~ aU ~..tGltt d~Uvorles witbia 

41.ll1)1ltlte ettsr el.lt-otf date beQ~S etfeetive~ . 

,I 

I' . 

mailto:SlAbj,@)o.t
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,ACTiON CDPl 

. ') !TELEGRAM 'SENT' i~24() 

I 

.To: SECSTATE Date: June 18, 1948 'i'-"j
" I 

No. : 1..,.,: ' 
. I 	

.,
" . 

\
Oode: Oharged to: #1 

·'-'1\.41 , 

Reference J:)epartment1s circular telegram June 11, 19l..8, 

1 a.m. 

Complete prohibition of military activ~ty in Austria, I 
i· 

as required b}r the terms of 'the Potsdam Agreement,. was put into ' 

effect by Allied Council Decisio'~ of December 10, 1945, and' com-: 
• I"""·. , ' 	 "I 

municated to the Chanc~lldr 'of Austria on Decem~~r 11,.194? .. 
. """ 	 i . 

The' decision has· been implemented by the Austrian Government,. 

"thich reissued the Allied Council directives in the form of ,a 
t' 

, .. 

I 
Proclamation having the. full force of Austrianla\i. Frequ,ent 

I 
, inspections ,have been ~onduct~d by the Allieq 'C:ouncil to assure I 

" . 	 . . 

'compliance, which means the complete demilitarization of Austria1 
l 

All captured war material ,has eit~er been de-acti~ated foreffec~ 

tive use, or sei!?,ed,and exported as booty,. by one or more of the I 
, , ' 	 I . 

i occupational powerS. Neithe'r the Austrian Government nor individual' 

Atistrian pers~ns 'or firms have' possession ~f an~ viar mat~rial ,:VhJch' 

would be useful for export. 

Export, import and trans-shipment, of war material is 

regulated by pre-Anschluss nrovisions of Austrian Custol'ns Law ,~J \}~rl' ~_
':' ,~'r,~ kl"~ r';"t~ 

'I'r~~ !~ ,& 
(Par; 7) and Directions cif the Customs La\i (Pa:r:. 21) whi~J1 weret ' j I 

I 
I 

I 

I 

. I 
201J81B 

I 

'j 
I 



I 
/~ 

i ' 

I, ,"I, ' 
j ,sECRET'

I 

2 

reint~oduced by Austrian Federal ..Law No., 127, published AUJst 20, 
, i 

1946., ,An official license is required for anyannsshipment, and 
, ! 

, " i !, 
unqer the Allied Council directives no, Austrian, authority is , '" ' I 
likely to issue such a license. i,

'. 
It is,'of course, possiol~ for any one oftheocc~p:Qng

';" " "." " , ' "', :!' 
powers ,to ship war material out' of Austria in s ealedtrains iwith

", '" ,,'" ',1, 
out the kUowie4~eof Au~1friarJ. a~thori'Yies ~ ,and ther,:: is at pres~nt " 

f "', '_ .' ',.. " .' 
0" I 

no me'ansof 'checking, on traffic 6f this kind~ Legation douBts;
, '. - • I 

"' 1 .' 

,however, whether disarmament of Aust:r'ia 'has left' on Austrian tar
' , ," .',' ,',' ':,' I,',' " , , 

:r~tory much useful vIar material other than~quipmen:t<andmat~riel ' 
'.'1 

componen~s of ,the a.rmed services' of 'the' p,0Wt.:!rs therriselves, , +d 
'-, :....,. 

, possibly some booty, not yet forwarded or otherwise disposed 'of. ' 
", ':'(' 

,.i' " j 
, 

.-", 'ERHARDT; 
, I' 

" , I 

',SECHET '" 
" , 

, ,"r'' 
'I. 

i '," 

S
i.' 

,r. 
' ",,' ,," r: ,:i " ,"'"le' (;~;','~,"',' T 

I, 

, ,II"::! ',j " , 'Jr, ' 
. L· 

, \' 
':'" -""'t'~~'

,I.:':' "'. ..' i'I ... 
I'" 

! ~ . 

J, •• ' 

I 

, '. 
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::":"~:;";;;"...o.:::::'':::;'-~~~~. G :8i}~' ' ,: 

__p'A;;illiQntjr~~c~,~;;," : Entry . d\ t/ob 
..a..:---'. , File 11i;,...l:J~'/t't ~ATi?iHlJlyr . 

~~~':'':':'::':'':;;';'';';-~--'Box' 11 . . 	\ 

.! "'" 

\'\ . ,\.' 
DeWled a"""ort OD "iaims & Resti _utions by tJS7,Aas of 'JI' ,Dee. . ,-It' ". . .' ..'. .' J'6., 'j.9~7.. . 	 . . . 

\I 	 • • '. "', ';. " • \ 

\ 

i 
I 

I 

.\ 
1 Wi tb. ;r.t."EmC810: yOur reqlie611 for \a4Qi tlOJl81. 

reports conaer!.ltng.st~tus of rest! ttltiollrProew_ 
in the U.S. Zone ofAU.stria. the attached, r.po.~t 
(in dJ.lpll~a'e) 'cov~"ing, restitution pro~em 1•. 
u:s. Zone Qf ~atr1.a as ot 31 Dao 19J+7 1'e to~'Q4. 
tor your infor:ulatioit~ , . . . \ . 

! . 

,. 
i\ \ 
II 
I! 	l.illOl•• 


'; ReJilOrt (ii:a du;pl1oat$) 

. .' \ / .. 

:~Jor R. l' ',~~\)er/ll .
:rSl'".. .'VIEmU..' ~"7'~'!l37J, .... ~ 

~- .:.., - - - - - - - - - --.- -._ ..'. ~ ~ ~ .... -."" .~ .... -' - .,;,.. --~"- - .:- - -- .,... - - .... - -- 
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__-.l-,~~-....,..d~;:;;:'~~!IJiI!Il!!!.II!~~~ File" /(; ''-/;'-;/;'1' SS7'A re~.NT' 

, .' . . .. 1W4J~~ ... ' .um'r.lm .~ro~ 1'B. A1l7ST.RXA 
, ~1A,~~O.w '. 

_ ....... Del1v~e$eilct:ne.et1tu'loD: .nb1alon 
, , &10. m. tJ~s•..., , 

I, , 

,,~.... St.ll1l8Cltt ""'1tUticm '"W.. 

~f ,. !Itl_~ ~"a;Uon of 1om.Pleted ~••Uut1oaa 

11~ ... ~l.~ R&D'1tuU~ b7 Bte!6Il' ~_~ad• 
. ANALmS OJ' ~mroliS u.s. !{)N'E AtJS«l'fitA~JUtyro DB,., ~'1f14.. 1 • 1. 

(1) 11at_ ~t1YfJ4' 

(2) ~1et.:pJ,,~ 

(3) R/JjtituUcme _e, 


"(.4) "Jlal. ~'a& 
'i 


tABU! .. ste._ ot Re,t1tu'tiOD 'Uat. 

~rADIlt .. ~f;I. ot~l~~$d ,R••tttuttOAS. by P~.t•• 
, .;" . 

1'.A1U: .. E.t1_~ EYeluatloll ot~~leted Restl tuUoM 

T~ ... ~ft ot ~letoct HeatS. tutdou b)' r/ller14alt.• '. 

IJRO~ 0)' RJlSrITO'nON 

(1)~. 

(t) ,... &Ad ~ 

(,) o..u.~ 'J3asinees 'l".reneat "'Oil' .' 
: I 

(4) -_Uee 1. f.'I8t~1teoptD4 


tS) -'UtttU•• Ail'rta:r,.. .'tt) AlI"tau .~ 


(6) o_.~ct¥~•. 

,', 
;, I I 

, 
, , 

I 

8,,1 

9.i 
I 

I
10.! 
11.1 . I 

a.i ... ~5, 
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ESTIMATED EVAWATION OF COMPLETED RESTITUTIONS
' ...- --- .-."~----~ ---- _. .'" - .-.. 'm- 

·----FROM-tJ:S~ZONE. AtJSTRIA~ CATEGORIES IN PERC'ENT . 
l
.-----_.... -' 

AS OF 31 DEC. 1947 

• ART . 

- OBJECTS 


INDUSTRIAL 
EOUIPMENT 

II I II TRANSPORT . 
EQUI~ENJ__ .-~-I________ 

. OTHER 
, . PROPERTIES . . 

NOTE: VALUES BASED ON PRIOE IN OURRENT U.S. DOLLARS 

SOURCE: HQ. USFA - USACA RD a.R DIVISION 
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STATUS OF RESTITUTION CLAIMS 
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CUMULATIVE TO 31 DEC. 1947 
NUMBER OF COMPLETED RESTITUTIONS 

. BY COUNTR I ES 

. '. 

- ,, 


l 

t 
1 
IN 
10i 

·1 ....J 
,!OO
iN 

'jw 
.SOURCE: HO. USFA-USACA RD a R DIVISION ~lII . 

~~"":\0 "'~,::~~' 

I-A 3WV" 1"__



RG 
Entry OlliSb 
File' ')10 -):,,;"c Z' S'fA T'eIHIIN7* 

.a;;;;;.-,;~-;:~";"~"i~Box 11 . I 
\ 

I 

I 
f 

1. ,lMW!iili31D1 
In the last t_,1MrS 276.5 01$1. WGI'Il reCeived 1'01' _tea

, 'I' , 

p.,pe.rtr to 'b• ..-es1i tilted.. on 31 D.embel'l~46,. olelu,*W ww.e4 
.,' • 1 	 I 

! 

l-"",l1s __ Ie'" thq ha4 batS"__ ~ _1,elaiM u41a¥ ~ 
, , ,. , 	 ,', - I 

Dec~ 1941. tile total ~ 01' "la1ms'GIIIDUA~_ ,276.5." l~"_ 

of 2U' oval.' .. pult 81xDDntb. .. .pefto4., \ 

.. laraea' Il~ of cla1me .....1...t 4_~ 'be gMt 6 ..~ '. , 	 , 1 

I 

wa$ 1il 3tal.l'••~ell 128 olet_ wee ttled 1))' .1.3 ~U'" e.Ualll1e f" 
re8U••o.o.' I 

i 
" 	 , 

, 111a1ma' 'flft'e, r••h:eI fJrGm 1, ..'10lUi. but:ihe 1Il$~~1_:.' .. ' 
, 	 I 

; 

i"l"'''~ .. lIt!ooi reo.l...a.l>'~ .,......~.. FJ-...... 

\alPle.l>OlADt. t~. 0IIlI tt.. 1IfIthe1".  l .............. : 

:1l46(41~.... JlGltei,'ftfl tl'Otll ~f "~"olOV~a 1.", __• \ 

~ th ,991. (I4$) ana rr~e tbir4 w1 ih 3a; (1.), 41¢_ tlled. I 
, I 

!l'Ilet" -,lEibnllc3W be VliWy .1511t,dins, to~ whej'e&f one, cl~ 
" ' . ,', 'j 

,~,. 

. " " 

_ be tor 01.1f009 b1~)'Ol'. aDCt~rclmm ~ be tor an' 0"1.,, 
\' .' , " ," , ' .. ,'" '.',,' , ..,' " , " 

f"'WJ'Yt tn~vtDCbtlJadndf!l ()t~C!,.tl!;.~vell1al;nt.ne .18.. .,38-_ 
, . ' l 

lIIIiID1;Ol.......... trombotb AU" _'~~~.tto.'_' , I 
1 ~pe4 tor ~'Oile ....1\8' pet..__ Ol".a FoJe;., 0:••' 

, N ~atea In,.U.S•.fcne 0' AUtrl· ... p..-hap. tAG olalm 1~. ' \1' 
I, . " " 

. '-.,11_.Uo., ot l!IIlO~ ~la1.m' 0 ...ller~e tu prO~1 bela become i 
.\ . ,'. ," , ", . i 

' lio".GtolenoJ"4tspoaed ot 10 ~ aa... ol 1'45 by .i.... 'the I' 

I'~" ......,~\it4m. the u.a, 1:nJJ.'Dleples.. ~ or 

\ 
:207824 

I 

I. 



.. j 
.; 

~ 
., 

o~ ........... f(W __ tour ••hillltl olat__e~y_........ 

'1 . I,.,1Ue4 1__ I-,d. 

I 
,be A\Ullbe1' ot \0 WiD". til'Opped ~flIJ lDQ~ he. 4,.5 lA .. 

, , " !,' ': 

. 1947 to 878 by. '31 ~ 1941.·Qr nearlY 78;~•.q'he lara••' DtaPlbtwlOf 
, ",,! 

. . . ... ·1 
alai_ ~a tl.:"Om Ollil.1 oo:m'X'Y was 270t1"Om ,1aeahoalcv&ldel. ~h1tJh 

ar.-uata ., 69tot'1le 01&1. t11~.dbf tb.tw 301.lAV¥. oa e ;pe~~"," 

.. 1t_8,t_a»- .1'WUi a<J()Adwi tb 6,3%ot i '''' olQ1me 4l'opped. j
.' . . , I 

l1oael4eflna t~ toW ~ ot' oldas dl'o.PP". to 4ate ..i878 . 

BAd '~.... IIlUIIber of t ..Ututioae .thOteel ... 518••8l'1)" '~ot ~ 
. , .•.. ...., I . . 

$he !JW_ "W dl~' !Jont:d.de1"eUOll t6r ~IUtl.1tt&a'~ W,. 
. ". . j 

dI'o,Wl84 tOJ' 'OU' "*n <)%'. _tb.er. 1.ladq. ,he~. oondcle.raU__• . . . ! 


87Jt ot'lle l'a11au .OW__J'O drf:Ipped•. 86~ tro."'_IoDlov~. 


81U\ 71" tIfOlA __.n• 

•. ,. m;stmll;ill, IiIiI 
. .... '. . '.' I .'. '. . : 

As· in tl\e. Pailt-,. ~e.U tlltipn dfPbUv~ielS d.l.l1:1n,a ike &is ~ttu9 
.. .' i 

. peri04ooy.ed. by.t:hi,tiI ~poJ't,'1ilf:luded ·l~ae. q\lantl U$S of. ~b1ae 
. . . . . i 

toola, eleoilZ'1O lllMQ1.nel:¥ $Dd· equipment. reM .t+tnery. mo~ 
'. '" .," .' . '. '.. I 

veMa!... ml_ell~1A8J'a" ma1i...el~. c~n.lI'. fmdHlIler 

»1"04.b". . aU..,bOUsaU ~e,. tw:rl1. tlltro, .to. :. I 
• , ., I 

~ hUer Q:t res1'4·tu:~o~ (10l!\P1.e~1 tQ' ~.tt) 1.8 51$..... , . . I 

i_aftaMct ~OVt1l" ~~ .~ 01 '~IIt1 tu:t1... a~~ J. JO . . r 

. J'lm~ if/iii. Vrb11er dlrl'ln~ t19,e fS ret ~f r;>t 194"l.t.bf) ~i." 

ett.'_ ..e"t!. ttlUons • 1,6". on~'lSS "••u luUo. a;,U.,.,t. . : 
... . ' " 

we.... !t~1ete4 4urt.~ ttlo '800.,4 ball. lnepi te of ... l_~ 
'. . .... '.;;:. '; . J .'. 

t\~ ot lm.&R t101a rojlrtt$Rtatiyes cwilllf4bl.. '1'kl$ ~~. 
. I 

in the: ~:I!ot ette:st04' :re4llU tuU~B 11 08iua«ld pi1~l¥i" 
" i' . I • 

I • . I .'
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I 
I 

reat1bt1oam ~ ."'& eea'.ly '~letett Idtbotlt &Q'material I 

enett oa 'M _V1an~. llo~. 1'N:tltuttOD. .f o;.~ 

s,tI04a hoa the U.S. 7,ea4!i of Austria he.o DOW l:ee,be4 tt.e )'l:J;qe 

wh.... It l"8ftt tu"oa is -cle.· 1 t w1 U j4))'.~.~'ly cttea t la1:1ol- ~ 

pI'Q4uaU•• v'tb.tn the .t.uilltrtaa eO....". 

1'be lar•• ut.Ul'1b4t·ot efteo tf.d nett tut1~•.(23.~) ... ~ 
to ttUns81'J'. l!':rcm$e Is eeOo1'ld mth 16.lp(.~ Polan4 'tbtri wi" I 
lJj.~. . I 

au a curl'ent !3.8. doller' be.&lt!J, the totf4, "elllEl of ~letc\4 
. I 


Hnt tutiona 1Df.Jpeaaed· 4UriBg the put ax motit~ f'rcm $'1~,041.13~ 


'. ..... '. . I 
. to $188.748.4.50. li10re thon~U,.600,ooo. or .".~ pvtafa to U'•. 

.rest! tuttoa del1veri~$.. ;W!!S~~ to 1nduSlt:t'1el &~t;pment~' 5.t,r& to I '. 
. . I· 

transport ..ipman't and 5.o;ri: to othfJr proprt18s. IJ.w;,st 75'Z 0'1 
the 4Q).t1re yt!ln$ Of l'~eti ·tlutionamede ha'fe been monw:nents .a n'ne. . . . .. I 

arte wht"h haYe been r••pued to !.QsQi n. 'i1l1tl is 8. 1Il'COea8 whi!,h 


: . . . I' 
'began in ~'r Of 19/~$ upon the (11 SlJOVel'Y of the bur 40poll1 '$ i 

ot looted ~ _rke di~trib~.ed tJU:'()~ut the u~s. ~. i 

EV41uettoasQf e"&ot_ reet1 tiltlotis are: ~'prozdmate11 _q.
. . ' ,'); : i . 

pertiatulel"l-7 In the osse Cit nne .Arta. ~evw,' the don.. value. 
" I I " " j" 

Usted h,sve. 1n most o:aette, been 'obtain€! in I,tOb~111 tation ,1th ' i 
. ' ,.'. ,i 

re,PreseAtativee of the reae1ving ~IP-ttoa~. 1t 1,1.! believed tbet th,e 

velae of nne Arte }'Watt. ..tion, cspMially to AQBtria. t.o very 


I 

, I . 

With ~~ to the ~~ttt_tiv. "e1uatl~~ot the lJ~le~ 

r~e.~"'~ou&td1\8 tke l'an eht monihe, Allert ,from 4 "-be, , 
besse, 598 t.relgh,t ,~arl"l!'ld8 wi, ttl rest! tutf.J>l~ . ijipods were ehiPl'f 
out of AUatria.. The total Illlll)unt or freight ~Drlo.s ab1pl'Gid to . . . I 

. . I 

date Is 2334. I\Ul inllrelfl8e ot 3.5.1.1: aa~~B~ the 3Un~ 19%7 n;JIl'e o~ 


1736 C$I'loaiIJ.. , 'j 
I 

I 
, I 
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I 
, 

I 
I 

, I 

" i 
••, of the property re.U 'I;l'~ _4_.: tro. the 'r1.s.,1_ 

, , ' , I 

, f)t .s,'b'l_1'eP"eaent$,lndusblll1l ~~n"~d eQUip.rd __ ! 


1124 tHt&b$ tlJl.l'~. (at' 48%)hAv2AS ~ aid-PPM.' &QI4.1 
• '. 	 I •. , I 

, 	 ',I 
existins d1recltl"ea, l1CI ~.~1 tutloft8 .beye beelll made of C1l~i•• ' , ," 	 J' 

I' " 
or _._ tlea. \ 	 , J 

, " " , 	 : , i 
l' 18 noteWQrtby ,ttwt on Q monetary buts, ut S'emtltutt_ 

, 	 "I 
'BJD;)llaW W 19~:J%. ~h1,le ~ On the ~ of etteeW "8.ta

l 	 , 

I 

tioa. art 4el1Yeriee ett'!OU1\ted to 22.6% en.d CA Q Indebt o.~aa. 
I 

basie tJc:; l.S.4i oil1.1. 	 ' ;
I, 	 , 

, ' " 	 I 
~lOna1dlWtJ13 the restl'tuttof!. progrmm 08. wbole by _m.tlq , 

, I 	 I 

" ,,' , , " " 'I' 
, the A~ 01 tlIfteat<xl:re8ti tllt1,()!lS aIlU ol(lj.m8 dropped ~... 

, 	 I' 
! 	 I 

tb.ib ~ ot, cl~_ reaeiYGd,. the restitution P1'Ost- toJ! .. 
. " ' " ' " 	 ,I, 

• 	 I 

:O'.s. ;;~il$()t Au.e\n.& 1.e l19W ""fir SO~ toq>l.te4. 88 lJ~ to , 

I,, ' 

4. I 

All cl~ which have not bel!Ul mRped,or 'for wbiOta re8tttQ. 


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

tiOD haG net been ~, 'lIN utlll Wlder law&UsetlGD aD.d f~ 1. 

tllt. '.~"I!'m'. It ~ ""I .""lIlAc p~or"'.e of feretp ..1111lA .. 
l;1llior- oon:trol.. fQr ,wbiO'u 1')0 Qlaim, hasbeen pl'eeesRe4, 'DOr ~e u~ 

" ! 
1aoluc:\$ JlOpGrtlee un(lC>V~ by the looted property 4_1••~cm 

i 

, laW of *1" 1946. 'the ~lSteso1'1 tAoludeo alec P1'O.PC'ttt'" ,lai.. 
. '., 'j 

blU11)re ttl. one, natiOl'.lt ~ht;'!n olef., eretQ"~ to ,tepl 
: . - -. '.' j' ! 

DlVf.e.lcm., VSllIA, t~ t;I'~Z2ione $S to l'.xoPt';T owa....b.tP 01" ,"I 
'0 . .' ' ',; " . . ', ii, .' _ i '. 
l"eaU tu-CIA let~.rar1.l.;y wl,tbheU fli t't 1/Dul.claertouG, att... 

, " ' , ,,' . ", " ' . , .' I· ' 
the AU.SUi,M e<t~ and &. setUementot tile ele1m III 'bel_ 

, . , ' I 
'a,tea,pW'by Q w....l.a~ v>ode .~tbet__ the .Aa8~. 

GOvfifD1D&llt IlAd 'Ulecle1~t Atlt!on. 
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I 
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leI' Qe!l!J',!j. P.esU,,__ of .... ~ed f.I:ct&I .... _"" lui,,*, the 

- .....- - _ ...... tile pUa.~ 1t.1III¥ """ i· 

. i 

c1etrimeatalto JaleUla~. 1flatm_' iUlUouare a1eo pre..u.s 
, i 

vartoue toN8 of 1ep1 CtI'....' BD4 la~teUoa of 'the IOMoD' 
. , . , I 

Dam••lora., tJd8's.4qaanell" beeA "a1q'l~,~' __~ III 
dect41aa .. to ,he .alitUt.J of (11__• bat 

<, 

la 
" 

.,. ~.. lIMit 
. '. . ' I 
ftpr~...... of the alt.llaaDt utioa "it vtolelltl¥ JRteaw :~.. 

". . . , : . . I 
........." ... tlae'i....q of • 8Cldal1e4 iatarim pollelea la . " ' . . I 

. . , 

VI': 8:596.5 (19145> &Btl WAR!: 99226 (1946), the 0'Vfft1l. 4!P~~ 
i 

1lO11$7 vitia ..,.,. to ... of tbe ....al11d .wed lUlU.. eaa ;__ 
...,. uU.. bas tlppenau, o~. Of , ....Ul.8JO ItO_ 1I:l thl,8

.' I 
1'Osp_t I.~"'. ta ~ .."a£ *01\ plaia.. _Vi. Sa ... . , ~.. I

0.""''' _ ~ ill s.ta'pliV1~.'ot 1$•.••'1.. ia:. ........... 

Ga~. It..set 8J),P88r to be at'Ilaal4.to at.. OOAe1....tioD !_ 

• " I 
rena.. llle "",,_tl_ ti~t:lv. CID40r ..... We .....ten 

, " I 

•• 0........ la Qt. "';81oa. a_i4ua:ticm 'sboD!a' be, ,at". to 

tbe~~ts nteell.~be ,.Uowt~ P"~( I, ", , " I' 
2:'1 . il8I.W.... ,......... I'eSJJtftcl .t.rorA ...... tlIattei atlCJQ8 :I.U', 


. . '" '. .' I, '. , :,. 

, ~ . 

'I , 

I 
I
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, . .' ·1· 
~••, to.. .50 .. 100. 181m.. Daiiaa the ¥eU'a of th .... ~.. 

'1 
. I'· 

JIUlJVta '1ft!8 ooatlma.eato 40 bulllMtlem th __ nftDI tI1,1&' WIli•• 
l

ta., lad .....0WI.lI eaMbUshed b&UJ1H85 J'ela'lou. Ia P.el. 
. ' . - , . !' '. 

. '. 1 

.. ,..~ ..4 'f'el.aae or theH V.-tl0AD. oonef;ODW 1'110"11 tic 
. . . . .'. ..' .....'. . i" 

i tile 'to". 0' p"SflJ.OU ,eu8. lA.8OII8 1a8tlllOea. ~ tN*fl'1. 
I 

1 ft_ .. aDd., .GDJ'iIlBA COAbol by'firtueot •. a... ~u_ . . . ; I 

of the t.... oouat.l7. ..• ....'et tbuG 11.1'U wen ...... 
. . . ./ 

__ cora-1. elaimt .... ~w be1B& l"eoei.ea toI", tM'neUit-filoa 

ot ~ .•Oh ..... IOU to .&astda· ftJ"lll8 111 u.ori:tDlQ' l~eot . ,,' . . I 

'. ltG...... ' The .... _ th.eee 01~ ta ,bat ,be........... 'l'eI'Watl . 
. .'. .' '. . . ,. '. " . . I 

""_OlalmGllt na$l.(da 4ut1_ 'beotOu,$Uea. wAiOh, ••• /lll iteeJ.t, 

en aot of'10108 d. ~B.At the .. tie. Au8"'8 t1.r-. ~IIO . 
, 

. . ,", I I 

. 1 UClU ~ ..._oa....8 4el.U'~1 '~UO'II to * --I 
1 

AlUe4 '. . 
iDationa. No :poV1~101l•. tiowever, ~~~.. tW· .."~ tiD· 

. 1 

, 

AIl.'-. of! .,.GUSh -,sGOitl 11'1 ~. ~e4" ,~•• of Jaioou.'. .,.....' . I" .' . 

It ...a.a ~ e__l.tha'~'t. 'avtaa .. ,.... of ~A_ 
.' .... . '. " .' '. . ; , 

.~• ...,t1--. ~~~Y~ flUl .. o1el~t ,Uti. 
, ·1 

..aaa. .... oeO&lJl$tt. to ••tn.a aDd lb... oJ,et. 8bcm14·be 811o"~ . . .,....... I '. 

. ."! • j • '. , 

th• .AD.wsa abotll.d lKi pend.h_ to ..., Ul6 ~:_·~.W 
. • . I • 

. . .' . . . . . I . .' 
.''W ..' tlbU.e it .. UIIII'ier ~4ou:tUti~. It ep,..,:·'.trat'~/,~,;~{:;i!~'e:; 

'I . , 

"a. aU. tal.___ ~ WeilatUl.'ed '. ~ 'are;; c,on:s!,deredkto;;,be~;;!legi!t~mate 
, ' ", " " .. ' .:' . ,. , ' 

• .' , . '. ' , . I·,·· '. . 
'.........t1oaa ea0uJ,4 _t be .))JUOt ., I'8(Iti tIl_....·mat.

. ..' . , , I' '. 

• , .. ataws of 'be Ooo'Wat.1cm .. at tbe tiJae of ·~el. 
.' 1 

. . i 
' , I . 

• I . 

, I~ 

I 
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. '. :. . i 

. ila »---"'-13_- ill tbe flfUII: of tlie mt~f!li1 _U• .aa~ 8Qk.ll'1 '. . . . I . 
. I 

. fl_ .ttbe rdt ..t tlieV.s... bea Htuionea tIleeolt wbtoa:.1wGS bJtou.' 
. ..' i 

., _ sate.okeCulli&· tbe ,.tum of be.a_un. tl~ 'l1blOIa .,. ..-1If 
'.'{ , .' , , :: . I . '. 

4~cu",W _" the'bGrIk fol' .ar....kOOJllaa ~ W ~. Jus'U'iat• 

. 1'18 ...... tbe, p~-SOA to ao W" be ....tea. \ 

.' '. ' ..' I' .' . !. . . 
.5. III."U• .el'aWm r.p All'•• 11/MDQIAY' .' ..... tbe JIII_e.nt -JaG' . .. . '. I' '. . 

to ~_tl_ W'l4eJt G:rttntaa4iftll»U".e .. prop_tiM vmtelltdU 
., . ... .. ,. ' .' . . ! . 

• -elI tll'lPJ.lJ.e the AUstr.ltm (40J1011W'. SOlII "1107 0-"118 .....,. 
. , . . . I 

fbI" 'bello <l81e8 _ &bItl....... dd.~h .n.l_GUI' III ,. ~tare. 

'lilliS' _'1ilt1e ... Mil 0'-_ .....ttq .. the tOaowa*a•. ' 
, ' " ' ',' , 

I ' 

1. At the _abO" d..","o __ ere ••'3~.soo IV 81._<1 ..... 
. . . , " , ' I . 

f'~ *(lh w,pUee tbe "U81 tea Aluminllm __e Wi til lOO'~t S..
" ' , i 

~m. JOwel' end eapo"'" ..tria-. oCllJDrl&,'" of e1_."IJOWer'to 
, . . i .e_.a. ~. of tbe__eut~a ba4'1Kia oW_ b, ~. t.

, ' • . . • . '. I

'. .'.....' I 
I"fllUtuUoa .. _III' m.,,_ &neU••• $rO '-.1-t to H~t1tuUOA. 

II .....tattoa is .ffeaW,',ty A1w14awa'_** wiU •• 6o~tor le2k. . . , i 
1 

01' PO". wJd,ch,v4U imri!)1_ .9.000 G01'k8l'8." "A&Io "'_.'.1.... 
.. . . ..'. . I 
aUOD .,r el.tl'lo po..- to EeVad& Dill .~. oa' 3J 1111•. · I' . 
a... fto _1~ ~ ,u.. , .... """'11&lU•• msmafattuNfl __ 

. • • . . , ' . , I 

,le_ nasa _ ptet4)n »loa ~or tlwClU~141. ,... • t 1..._&. 
. \ ,I 

,16 of It.• me' 'Vi.'Gl ~M.a_ MW •• oW" " ,....., t. ~t1t"'. . r 
. . "..' .: . I . 

Uoa. ~~ _8 olad. hee .Dot betll&~~~~~~ pIt'OVe4 .:88 '_Joe' 

l ') " .' to ..."UtaltlCftt .rG h,sUlb a "881...U.l'_•. Jf'""fdtu.l~ ebou14 

be maa. tile OftDeweJi£G _~ 010,*' aoa•. Savol'ftq 3,0. .... 
. . ' , I . 

~tt '. 'I\!3U 88 Id..,", """SIII ~tIlClOUid." 

, . 

I, 

, ' 

' . I .. 
j"  i 

• I 
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I 
I 

,3. ,stell' -.rka. tb.~ iamiIlt8t:turGa of 'r.ftlt'tlte $lid tr__.. hasi • 
. , I 


, mecth1ne t0018 w)d;!b tU'e clalme4 tor ftliUtutloD 'bJ tbe fJaeeba.\ 

. , ' 	 ; i 

. . '. . . ,'. . ,'. I 
Still uneWme4 b)' tbe I'Jzeoh8 aN U3.re maoh1ae too18 of e1ld.lar.' ,..' ,I 
06WI£017 at Sten vi'orte. ' It i8 'I'8I7'pl'O"~le the ·,Z-h., will •• " 

, • ' , , ': " , I ' 

. " ' .'., I 


,the l'ematad.ft of these matlk1neo. l'.G'u ottibeH JDEdh1ne8 )7 stfIIJ: ' 

,', '.' ' . , , ," . I " I 
wOJ'u wAll atoP =,11: end, tractor pra4Qctio.u, iavolViAS 4.000 ~. ' 

TJita.. \VOX 8,596.5 the abOvesllouldbe' eat1iJf1ec1 wi ~llir.~ 
I 

. 	 I ' 

to th,e metnaa ElConc~ Whezoe 1t In'Voive•. UIa1 ted Nationa llroJel't7. 
, , 	 '" , I ' 

This JlOUe, has DOW remheC e ;po1at' of U,ooaB1ewJlC)7 Wi th the 11.£1. , 	 , I 

JI01.1o), otd4thg aDd -$i.Una the J.Uetria eooDOlV. ! 
i'it Q.,l:tl&O,.... I 

, 	 " I
• .... .',' . '. '.i 

1.Ila the llaht of the p.rele.nt vend in U.&.tOl'elgo. pollo,1A,.' '" ',",',' I 
eene:ra1. l' 8JlDeers' de.r.l. 'to, have our ent1l'G·~*••t1 tQU_ .;oUor ' 

. , 	 , 
I 

rwie_cl _ .1'f1\1i0e4. Thls.1e ,ParUeular,b 4~81r~1.~ til tl1,l'ea~t to, . , 
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AUSTRIA 

,I 1 

1\• OBJECTIVES , ' II 	 I 

i The ba~c objective of the :United State,s with respect to Austria is the! re
: ~stablishment of Austria as an independent and democratic country. The, ful
fillment of this objective has ,been the main ..consideration in determining:US 

I policy since the signing ofthe Moscow Declaration on November 1, 1943. ~he 
principal means' employed have been the military occupation of Austria, the 
conclusion of various international agreements designed both to establish and 

.~o enlarge the functions of the Austpan Government" and the negotiation 01 a 

. four-power treaty terminating occupation and recognizing, the full' sovereign 
: rights of the Austrian Government and,people. To assure that the full intent of 

, I the Moscow Declaration is carried out; the US has extended economic assistartce 
tb Austria on a considerable scale, and in military occupation as well as inter
i:n:ational discussioris has insisted that no action shoul<;l. be taken or rights \be 
acquired by any foreign power in Austria which wol:1ld prejudi,ce independeIl;ce 
Ifbllowing the termination of military occupation and the withdrawal of the 
nillitary forces of the four powers. " , 1" . .' I 

:Bf POLICY ISSUES .'. ' . . .... !I 

I The position of Austria· with respect to the Allied Powers is unique in thhtI ~ustria 1s stlll subject to military occupation and at the same tjme is recogn1z~dI 	 a~ a sovereign state by this government and treated in all political arid economic 
matters as a liberated area. The legal rights of the United States as an occupy
tn:g power, originally defined in the Agreements on Control Machinery and Zones 
Qf\ Occupation concluded by the European Advisory Comniission in July 194~,

1 	 'o/ere redefined in the new Control Machinery Agreement of June 1946. These 
S!-~eements assign to the US a zone of occupation in Austria, a zone in the city 
qf\Vienna including rights of transportation and free access, and membership, 
El.long with Great Britain, France, and the USSR, in the Allied Councll which 
:na:s general supervisory rights with respect to the, Austrian Government. Th~ 
Commanding General of the US forces in Austria representS this government ih 
th~ Allied Counell as the United states High Commissioner in Austria. In ad
diiion, as a result of the de jure recognition of the Austrian Government in 
J~*uary 1946, the United States and Austria have exchanged diplomatic repre:" 
sentatives. '. . . . . I
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SECRET .Policy Statement 

Through this mechanism of military and civilian administration, we have 
implemented in Austria our policy of enlarging progressively the sphere of 
authority of the Austrian Government and of giving such economic assistance, 
through UNRRA, army ciVilian relief, and various grants and credits as would 

__~pj'Ov!de~(o.Ol!lme~U.ate.r.elief-nee.ds and..the_reconstructlon_of..the_Austrian_econ~~~~,... 

omy to meet the future requirements of national independence.' In the inter

national sphere, the US has taken the lead in pushing the conclusion of an 

Austrian treaty in the Council of Foreign Ministers and encouraging the Austrian 

Government to become affiliated with those international organizations which 

seek to attain common endS through the cooperation of independent national 

~L . . 

1. POLITICAL 

The implementation of the basic. policy of fulfilling the intent of the 
Moscow Declaration by the conclusion of. a treaty establishing and recognizing 
Austrian independence'has to date been made impossible by the clash between 
the western states and the Soviet Union on both the content and purpose of 
the treaty. To the western states in'general, and the US in particular; the ulti
mate fate of Austria is important not only from the point of view of its strategic 
location in Europe but mQre immediately to prevent the inclusion of Austria in 
the Soviet orbIt. . 

The objective of the west hasbeen to reestablish Austria as an independent 
state within the frontiers of 1937. To thIs end. the United States has made 
a heavy investment in Austria, in .the cost of military occupation and in the 
"'Pondltures m""" '0' "lief . and _0_ """'"",,,-. Ho....." _t ... 
past and future investments maY-be in material terms, no accounting can be 
made of the political valu~ of the successful. opposition which the Austrian 
Government and people have,. with the assistance of the western powers, made 
to the encroachments of the .Soviet forces on their national sovereignty as 
well as the efforts of the AUstrian Communist Party.to disrupt internal order 
and stability. ' Any weakening of this opposition either by the Austrian Gov
ernment or bY. the western powers to permit either outright or veiled Soviet 
control would have serioUS repercussions in European polities. 

The Austrian Government, formed as a result of the elections of December 
1945~ is comp~ of a coalition of the Peoples' Partyand Socialists. Th~ Co~-
murusts obtamed approximately five per cent of the total popular vote ill this 

,election, and since that time such electoral tests as shop council elections in the 
factories show that the Communists have not increased their strength even in 
the Soviet zone of occupation. The government is staunchiy anti-Communist 
by reason of the political orientation of its component parties and by reason of 
its experiences at the hands of the Soviet military authorities. All forms of 
coercion have been tried by the Soviets, including the kidnapping and arrest 
of government offici~, but such pressure has not caused th~ ~ustrian Go~-

--'.<-:--! -,-----~-ernment-to-waver-in-lts,consistent,support of-western-aims;-Slmllarly,Austna--'"
- - - .. - --", - ... , . . 
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has resisted all efforts by the Soviets to conclude a bilateral agreement settling 
the major issues which prevent the conclusion of the Austrian treaty. 

The adherence of the Austrian Government and people to western aims is 
not solely the result of convenience arising from military occupation nor from 
fear-of-Soviet· aggression-inCthe-event-the-Soviet-oecupation-forces-were"with~------~-- .. 

,.~. drawn. Historically, communism has had no roots in AuStria and the Austrian 
people have always participated in western political movements. Since the 
liberation in 1945, no strikes or social unrest have hindered the operations either 
of the government or the occupation forces. The only strike of any consequence 
was in the Soviet zone in protest over· the labor policies of the EJoviet military 
managers. The Austrian Government has wiUingly participated in such United 
Nations activities as are permitted within the limitations of its sovereignty 
still remaining, and is a participating member in the organization for European 
Economic Cooperation. 

In face-of the overwhehning support-of'western aims, the Soviet Union 
has through its military occupation a fomiidable foothold in Austria which 
can nullify the fulfillment of the internatioJ;UU agreements respecting the re
establishment of Austrian independence. The Soviet forces have in general 
pursued an arbitrary and unilateral policy in their zone and have impeded 
Austrian reconstruction. By means of the economic enterprises and resources 
held as German assets pending treaty settlement, the Soviets have, on the 
contrary, deprived the Austrian economy of necessary goods which would have 
been utilized internally or exported. These.enterprises have been operated by 
Soviet managers with no regard for Austrian law or for administrative control 
by federal or local government. Reso:urces prOduced in the Soviet zone have' 
been withheld from time to time from other ~ones, a practice which .has seriously 
interfered with efforts to establish a unified Austrian economy. . 

While· the ultimate objective of Soviet policy cannot be exactly surmised, 
it does not appear that the Soviets wish to irrevocably partition Austria. The 
eastern zone including Vienna would be an economic and political liability to 
the Soviets unless major changes were made in the political and economic 
organization of central and eastern Europe. It is more likely that the Soviets 
seek the withdrawal of western occupation forces from Austria, either through 
a treaty settlement or through thre~ts, in hopes that through external pressure 

., and internal disorder a government more am~nable to Soviet objectives maybe 
formed to replace the present coalition. 

The central fact in western policy and for the future of Austria Is the 
. conclusion of the treaty discussions. DiscUssions have been held in the Council 

of Foreign Ministers-on the treaty since' June 1946. The last session of the 
DeputIes in London was suspended on May6, 1948 as a result of ' fundamental 
disagreement on the two speCific issues ,of rectification of the frontiers in favor 
of Yugoslavia and the paymel1t of 150 in1llion dollars in reparatiOns to Yugo- . 
slavia. In the treaty negotiations the issues have narro:wed down to the follow
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(a) GERMAN ASSETS. -Under' the' terms of the compromise French pro- it impossible for Austria to finance even the most essential. of its import re 00 
'posal, the problem 'is to determine the exact amount of properties to be turned qulrements without outside assistance. Accordingly, the US has extended the' I"
over to the Soviets in satisfaction of therr claims to German assets under Pots" major portion of all foreign aid received by Austria since the liberation in May _0,dam, and the sum which Austria will pay to regain ,control over all properties ___ J945-,-, As a res:u,1t ,0Lthis_assistance"a graduaL improvement has -taken-place 
now-held,by-the-Soviets which-are-~ot transferred'to their-ownership:'-'Qle in production'and the level of consumption in Austria. By the spring of 1948, C\t 
three western powers have insisted that any burden incurred by Austria in this the average production of certain producers goods had practically attained the 
settlement shall,be within her ability to discharge without extensive foreign pre-war level. On the other hand, recovery in the field of agricultural produc~ 
assistance; and, secondly, that any property or rights acquired by the Soviets tion and consumers goods has lagged. A considerable degree of financial sta
shall be subject to Austrian law and not bear extraterritorial privileges. i ' bility has been achieved as a result of two successful currency conversions taken 

(b) FRONTIERS. - The western powers iIisist that Austrla shall possess by the Austrian Government since 1945 with the aid of the Allied, Council. 
the frontiers of 1937 and that no territory be ceded to Yugoslavia. The currency reform in December 1947 played a particularly impo~t role in 

(c) ~PARATIONs.-The weStern powers insist that, in accordance with promoting financial stabUity. 
the Potsdam Agre~ment, no repa:ratio~ be exa~ted .from ~ustria., Full r~overy and the reconstruction of a national economy capable , of, 

(d) MILITARY D~NSE. -:- The western powers insist that Austria,be per- ' ,sustainingan independen~ state depends on further, foreign aid"a,moreeffective 
mitted to' arm its military forces, the extent of- which has,be.Eln' agreed, with", '- use of avaiiable resources !lnd the ,right of Austria to take herplace ,as an equal:

-'I ' no restrictions o:p. the source from wnich mafedal is derived. among nations working for, the establishment of stable internation~ economic 
,(e) INDEPENDENcE. The western states Insist that all four powers agree relations. ' , 

to respect the i:ndepe~dence and territorial integrity of Austria.' From 1945 to, the beginning of ECA operations in April "194,8, the foreigU 
, The remaining unagreed articles in the,treaty would be readily settled once grants and', credits extended to Austria amounted to more than' 600 million' 
agreement is reached on these basic issues. The resumption of discussions on dollars. About 80 per cent of this aid came from the United States. Notwith-', 
the treaty, the determination of which is initially in the hands of the US Deputy standing this assistance, Austrian recovery progressed at a very slow pace until 
as next ChaiI:inan, will depend on developments, in western relations with the late 1947, owing in part to the persistence of abnormal conditions in intema,
Soviets,in central Europe as a whole. In the negotiations to date we have urged tional trade and in part to the necessary concentration of outside assistance on 
that the trea,ty contain adequate safeguards to enable the Austrian people to reli~f rather .than on recovery goods. In addition, indigenous resources could 
maintain their independence.' ,Pending the conclusi(;m of such a treaty the ' not be fully utilized because of the inagequacy of raw material and capital goods, 
US will continue to maintain the authority of the Allied Council as,the most imports arid the fact that the country was divided into four zones under military 
effective means to oppose Soviet pressure on the Austrian Government, to press occupation. Unsettled world conditions, particularly the prolonged uncertainty , 
for greater autonomy and authority f!>r the Austrian Government, and to as to the nature and extent of Germany's industrial reconstrnction, have made, 
concert with Austrian leaders, to maintain the present government coalition and it difficult for the Austrian Goverrunent to pursue a clear-cut policy of industrial 

• ~~ __.. __ to assist its'efforts in combatting communism and the aggressive policy of the recoIlStruction. In addition, the uncertainty of the status of ,"German assets" 
'[, ,< '~_ '1 Soviet Union. ' wi~~ Austria has proven to be, psychologically as well as physically a disor~ 

" '"!':' , garuzmg factor. , 

:c:/ ' -C.,1, ,- 2. ECONOMIC ' In order that outside assistance may not create a heavy debt for the Aus

,f 1~' ,",:~" The United States was mindful in adhering to ,the Moscow Declaration , trian economy, more than 90 per cent of the United states aid to Austria prior 
Ien r ~ I " that an independent Austria could endure only If it were economically self- ' to ECA was extended on a grant basis. Because of the relatively slow recovery 
Ien .~ ! supporting. To achieve thi'l result, Austria has to increase production, expand in Europe as a whole, and' because it now appears that by 'the end of the"I;j '~:z: ; fOreign,,trade, ma,in,tain internal finanCial stab,ility and cooperate with all nations European Recovery Program Austria, may not ,aChieve (ull rec,overy, it has been 

", ~?;- :. interested in the development of stable economic conditions. decided that ECA allotments for the present will be in the form of outright 

I ';;;,' 1'\ At the end of the .war Austria required outside assistance in order to make grants. We consider it important that the Austrian ecOnomy become self-sup

.J ."j;.~r \ th. ",",tum! ,hang'" in tho A",trian ...nomY required by it, ""'<an.. from po""" .. qulcldy .. POO&1>1.. It" """nti'" that,,,,,,,..,. p"""od at a more
, L -< "m ; Germany and to repair the severe damages and dislocations reSulting directly rapid pace. An increasing portion of the ECAaUotments to Austria will have 
l ~ ,\ ~ro,m th"e,',war.• Th,e 10,W, Ie,vel of ec,onomic acti~ty and c?nsump"tiO,n prevail~g to be used,f,or" raw mate:ials .and ea;pital goods rat~~r than fO:f~. Wit~,',th_,::e::..,_____~----_ 

, 5 - m Austna at the end of the war, togethElr WIth the dlstur'J::)e_('Lconditions_m. 1948harvest,'food'supplies'inAustna'should:permlt-consump~()~_at an Il'yel'!!:ge, 
-- ;; --_' : ~_i!I'9Re: prey'e!l~d reVivalof the' eJqXlrt and t01Jl'Ist trades alld-thercby-made ciose-to thepr~wa:rleve1. - - ,_.- - 
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With respect to the control and utilization ~f Austrian resources, we view 

full Austrian sovereignty in these matters to be an essential concomitant of po.. 

litical independence.' Although full sovereignty by Austria will not be realized 

until withdrawal of the occupation force~onsider it of paramount importance 


-that Austrta-be-allowed·to-control its resources-withoutinterference. __ In_ac=-. 
cordance with this view, the US has consistently advocated and supported in I 
the Allied Council various measures ten.ding to place upon Austria the responsi.. 

. billty for the direction and . control of its economy. . 
In regard to Austrian imports, the question has arisen repeatedly whether' 

imports financed by ECA or through other US grants or credits should be dis.. 
tributed throughout the four zones of occupation. The United States in all 
CIl,ses has urged that Austria should be treated as a unit and that discrimina... 
tion among the different zones of occupation would result in a division of the' 
country making impossible eventual establishment of a sovereign and' inde., 

Department of State SECRET --t 
~ 

me~ts of Soviet policy on Austrian independence and sove~eignty. In many 
cases the British and French have taken the initiative either in the Allied l'
Council or through diplomatic channels to establish' principles of legal right o 
respecting· Austria. In economic matters, however, the initiative has been C\J 

_-y!elcle.d..tQJhe Unite.lt~tll.~ssince ~e can contribute a proportionately greater 
shiue of the assistance required for Austriail recovery.- :-'" ...._-- - .....__... 

Austria's relations with Italy and Switzerland are good and are nourished 
by a steadily expanding commerce. There are no issues affecting relations with 

··these two states, particularly ,since the South Tyrol problem has been soived 

by an Austro-Italian understanding. Relations with Germany are still subject 

to many military government controls and trade is hampered by the inability 

of the Austrian economy to provide dollars for the purchase of goods or services 

from the bi ..zonal area. Relations between Austria and the satemte states of 

Czechoslovakia and Hungary are correct, with few outstanding issues affecting 


pendent. state. Th~ .QJ!ly limitation which we have. placed upon the.freedom these relations which could not be solved by direCt negotiation. 
~-~ of trade among the zones in Austria is that shipments to the SovieCzone of- . . Austrian relations with the Soviet Union remain the paramount issue'owing 

materials procured with US funds should not include materials of war po- to the Soviet ability tobloekthe conClUsion of the treaty and to continue to 
tentialofthe classification now barredJrom shipment to countries in the Soviet, maintainforces of military occupation within Austria. During ,the recent meet-
orbit by US regulations. ing of the Deputies of the Council of Foreign Ministers in London (February .. 

,. /. ~-..;:;~ Smce full economic recovery in Europe can be achieved 0Illy through in.. May 1948), the Sovie~ made ostensi~le conc~sslo?S on the Germ~ assets issue . 
. ~ ..:..l. , . ternational cooperation, we have encouraged Austria to join the various United At the same time, ~o~let policy withm ~ust~Ja did not succeed in l.mpOSing the 
~ (t); , Nations bodies and other international economic organizations. We have also sam~ type of restnctIons on. free access as Imposed. on Berlin. After the sus .. 
~ '\:j.\ . . encouraged the Austrian Government to resume trade relations interrupted by pensIOn o~ the discussions in London, however, re~atIOns between th~ USSR and 

~. , the Anschlu38 :vtth Germany and by the war. As Austria's economy comple~ . the A~stnan ~vernment deteriorated. The SOVIets arreste~ twohigh..ra~ng 
~ ments. those of 1ts neighbors, and even though some of these countries are now Austn~ OffiCIals.on charges of espionage ~g~nst t~e SOVIet forces. WIthin 

. ~j':. in the Soviet orbit, it. is not considered practical to attempt to persuade Austria the Allied C?uncil th~ Soviet High Comnussioner Vigorously denounced the 
.(9 - .<D .. X .to orient its trade primarily toward the OEEC countries rather than toward non~agreementWIth the Umted States on ECA assistance.. The attitude of the Soviet 
,..." C= 0 participating areas. Any trade relations beneficial to the Austrian economy delegate towards, the Austrian observer at the Belgrade Conference on the 
~ W LL CO should be encouraged provided they do not entail political ties or trade agree.. Danube d?es n.ot I?d.icate any change in the S~viet policy. . 
.' . _ ._" ..__ 'ments' of such a .comprehensive nature as to limit itS independence. In point At thIS POInt it IS t;tot ~own whether SOVIet support given .to. the. Yugoslav J, 

\ 

[. .... .~ of fact, Austria's trade' until the present time has been mainly oriented to the C~QlmS ~or frontier rectificatIOn and for the payment .of rep.arabons Will be con .. 
\' . ~ west owing to difficulties the satellite countries have created rather than any tInued In any t~eaty dis~ussions in t?e future. The C~~orm de~unciation 
! :. .~ '. unwillingness on the part of Austria. » of Yugoslav polIcy specIfically mentIoned the nationalistIC tendenCIes of the 
:@. .: ~ 11 Yugoslav Government particularly with reference to Carinthia and Trieste., \!:=r'o C. RELATIONS WITH'OTHER STATES II The. Austrian Communist Party ~ oppose~ to any cession of territory to Yugo
~ ... ct:! ,., . . V slaVIa, and the only support which frontIer rectification finds in Austria is in 
::5:. .:. ~ WIth the exceptI?n of rel~tions ~th the Soviet Union, ~ugoslavla, and ot~er the microscopic Slovene Communist Party in Carinthia itself. In as much as 
o '. .~. '. satellite states, Austnan relatIOns ~th the European sta.tes In general are cordial the Soviets apparently supported the Yugoslav claims in the London Conference 

. ~'::?. I ' ,and have been regularized throu~h the interc~nge. of diplomatiC missions. only on a formal basis, the Soviet position may conceivably be changed in any 
\ ' .,.$ :;; .. 1 1 ~ade agreemen~ have now been SIgned by Austna With most European states future negbtiations,'thus creating a situation which could be used to advantage ,':" :-'!:il11' ond th' ,xp~<fing ,omm,,,,, whloh "'" '''"'tod -',om th... _.Is ,",0 I. th' ..gotlatlom on tho ITont",. . 'h- effected the Increased rate of economic recovery smce 1947. Since the controversy between the Cominform and Yugoslavia began, Aus.. 
, ~. Great Britain and France are signatory to the same international agree.. trian relations with Yugosll),via have shown a perceptible change. Prior to that 

_:_._.~. . m.e~tsresp~ting ~ustr.~_as~~e ~n.it.ed_s~a~s. ?n ~ll_major.issues the British dispu~ Yugoslavia refused to exchange ~Ul1.diPIOmatiC representation ·thWI. 

,-d. . .JL!lji.f~~C!l nave Il!@e co.mm.9,n.c.l!!l~e ~!.ll the US In .<:PPOsIng-the·encroach.. Austna;-;In-the-CouncU-of-Foreign-,Mimsters-the-Yugoslav_delegation-was------~_----g - . - 
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vigorously. outspoken In its denunciation of the present Austrian Government 
and its policy with regard to the frontier. Since the Cominform denunciation, 
however, an Austrian trade delegatIon has successfully concluded the basic wor~ 
on a trade agreement with y'Qg9SJavia_anddiscussions-have-been-held con·--· 

-cernmgother problems affecting the relations of the two states, exclu(!ing the 
frontier issue and the demand for reparatiOns. It is not impossible, therefore, 
that the Austrian and Yugoslav governments could reach an agreement In which 
Yugoslavia recognized the 1937 frontiers in, return for a settlement of the ecO-: 
nomic problems between the two states. 

D. POLICY EVALUATION 

In general terms, US policy In Austria has lxien highl~ successful both In 
promoting economic recovery and In assisting the Ausman Government to pur
sue a policy of national Independence. As a result of the popularity In Austria 
'of the similar objeCtives of united,States anll Austrian policies, the efforts of 
the Soviets to include Austria In the orbit of satellite states have not succeeded, ' 
despite the military, political and economic pressure used by the Soviet forces to 
achieve that end. In the implementat~on of our policy toward Austria the 
following problems have arisen, particularly in relating the Austrian settlement 
to the European situation as a whole. 

1. The primary question is the advisability of concluding a treaty and with- ' 
drawing the four-power occupation forces In the immediate future. Since 
the February 1948 coup In Czechoslovakia it has been felt that the presence of 
the US, British and French o.ccupation forces In Austria provided a means of , 
security against Soviet tactics, which if withdrawn would make Austria sus

,ceptible to Soviet aggressive ai~. In view of this feeling the Department re
quested the Joint Chiefs of Staff for a dedsionwhether it would be desirable to. 
withdraw the occupation forces from Austria. The Joint ChIefs of Staff con
cluded that" it was not desirable from a military point of view to withdraw 
these forces unless such withdrawal was made necessary by overriding political 
and diplomatic factors. The delegation at the London meeting of, the Council 
of Foreign Ministers subsequently was instructed to continue negotiatiOns in 
order to get the best treaty possible for Austria and the timing of a decision to 
withdraw forces was left to a later date in order to take Into. account general 
European developments. It.has becOme Increasingly clear that there is little 
possibility of the present Austrian Governm~nt being overthrown by a Commu· 
nist coup unless great pressure is applied by the Soviets or unless one of the 
satellite states provokes a direct aggressive act against Au~tria. Nevertheless, 
in the event that a treaty is concluded, the western states will face the problem 
of pro"_ w'''''''''' too" 'b. maln"""",, of A""'d,,, ."""lty aft" with,
drawal of the occupation forces or of the timing that ~thdrawal in such a way 
as to enable Austrian security forces to assume responslbillty. 

.,2._ThLwestern-states-agreed,therefore,that-it·would-oe ~(!e:-:slrable, to 
withdraw the occupatlonforces'untirtheAUstnan security forces can be or~an· 
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ized and supplied with arms. Discussions are now taking place among the west;.: f" 
ern powers and Austrian officials concerning the arming of the' Austrian police O~ ___ 
and the....drawi!!g.JJILQCplans.for- the -organizationandsupply-of-the-fut~-~~~-C\l 

'··---·-Austrian army. It Is hoped that the police and army }ViII be sufficiently pre
pared In Austria at the time of the withdrawal of the occupation forces to take 
over immediately. the task of maintaining internal order and providing a formal 
border defense. It is recognized, however, that the Austrian army, as agreed In' 
the treaty, would not be capable of withstanding any direct aggressive act,on the 
part of the Soviets or any of the neighboring satellite states. 

3. The apparent impossibility of the Austrian security forces to maintain 

national Independence and territorial integrity raises the problem whether the 

western, states sholild guarantee Austria against any unprovoked aggression. 


, In the course of modern politicS, ,a coup carried out by an 'artXledminority can 
,have the same effect as an aggressive war In overthrowing established govern

ments and revolutionizing established societies. If any guarantee were given 

to Austria by the western states it would have to include both a pledge of pro" 

tection against external aggression and have to take Into consideration measures 

to be employed to prevent any internal coup. The problem of the guarantee 

of Austrian independence and territorli! integrity is_ Involved In Article 2 of 

the draft treaty. This problem will be discussed In any forthcoming negotia

tions and a decision will have to be reached either to drop this article from the 

treaty or to agree among the western states as to the exact form of the guarantee 

of Austria and the means whereby it is to be implemented. ' 


4. In the event that the treaty is concluded and a compromise solution 

reached on the German assets question, care will have to be taken to provide 

Austria with such assistance as may be required to offset the economic advan

tages accruing to the Soviet Union through the control and ownership of former 

German assets' In Austria. It'may be necessary, therefore, to supply Austria 

on a commercial basis with economic products such as oil, and other petroleum 

products to make up for any deficiencies from local production which will be 

drained ~ff by the Soviets. ' 


5. Austrian participation in the European Recovery Program gives renewed 

emphasis to certain problems with respect to the future of Austrian trade with 

Eastern European countries. Before the war Austria had',strong trading ties 

with these countries, importing from them large amounts of such essential items 

as coal and foodstuffs. Since the war Austria has resumed its economic ties with 

the Eastern Europea,n co~tries on a reduced scale and in a somewhat changed 

pattern. Except for conSiderations of United States security objectives with, 

'"'P''''' to th••xp"" of ltoms of a mill....,. na""_ 11 is Unit...'"'" '"
po11cy
encourage Austrian trade, with Eastern Europe since such tI'ade tends to lessen ______ 

the,need,for.making·available-essential-itemsin-shorL@pply_from the -Western,

Hemisphere'~r-from- ?tner piifticipatmg ~ountries and a~d.s t~ the over:all 

pool of these Items WhICh can be made avallable to the partlclpatmg countnes. 
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The possibility must be reckoned with, however, that the Soviets may demand entrade arrangements of such a comprehensive nature as to give the Soviets op
portunity to exert considerable influence in Austria's political and economlc ~ 

affairs. Austrian resistance to such an attempt should of course be encouraged ... I"ana it maybe iiEicessary to coD.siderwhat steps can be tikeii1ii-coiiJunction -With-' 
other interested countries to meet from other sources Austria's needs from East e> 
ern EUrope. Care should be taken, however, to insure that the Austrians are not, C\lled by a Soviet attempt at ,economic penetration to forego appropriate efforts 
of their own to achieve economlc recovery and to increase unduly their depenc;l
ence on economlc assistance from the United states, 

. 
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19 Oetillber 1948 ' ~,•. 

. .' 

·Dear Sift " 
. " ' .1 
"$1_ •·..·ott. ,..1;b.e tidtd st;a_.~.ia. 

AUtl'la 1IfAWt, .ft>lGKi aa a ~ of rfulfll_Uq ~ 
~ tOQQ&! 'lIs tbe Amelioail Zone' ot .-Utla t.o.btI ! 
GoftI'lUl8BU . 0' tb$ I'I.tt1l1 0'ilIAGn. , Dtlr1aa tld.8t... ever.v 
e".-t baa 'beea ~ to looe.te•. 14entl" aD4 -'Ul'l ~ ....Ia 

'1"7" ~ . Jl"C!7J8.- tA ttle ?o_. Tba ~ 1& DOW &atabat.,1aU;V 
,eO!2Q,)letNtAu is COQfb".14 by the $lIII8l1 act 8 __U, ~1fts' 
vo1_ of e1.a1ullil J.'\IOGlwd dll.f111$ reoeat "itta. I' , 

, , . ' . _~ . -. l', , 
.. . 1 8ID cUnete4 0 tbefttwe. to lDt~ JOlt. ,bat 8~ a1uty 

(90) ..,.. tJ'01l tMe date. tbe f1A1W state. wlU DO le._ . 

accept 0181. f ••Btl'etta of ~wpo'O,pertl lOG." 1o 

ttl.......1.. %one or_tria. ftd,a actloll Sa d'b.otlt »nJ

aUee ,to 8\lQIl I'1Ib'a D.8 fIIII1be &1'" to 01$S."'8 ~ • 

fd" t ....v 111th _~. _ l'9~.a'U ~l.v a ·te~ 

ti_of,too telll,'JODBlbl1U, of the UA1tcKl states wi"- ..&,.., 


.. to olaS.. tar looted Pl"Operty sa the _rio8Jl ZoD.a of i4lavSa. 
. ' • . . L 

, ........................ 
 I. ..,~, 

, i ,l . 

, I .' 
. , , GEOFFREY KEYES i 
'. t . . 

Lieutenant General. iUSA 

High Cenmrlssi~nclr 
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In the' llgbt. ot 'these <l1rect.iW8, it ,seems el'ear that' 
't~e OG Vienrie. Q<mimaRd6 :,1n his capacity as AmfJriean member or 
t~e VIAC, 'does" in .fact. ~w a direct. res~ibil1t.1 to the ' 'I '," 
High Camm1s-.1oner and .J\.merlean member of tho Allied Council.. 1 

I~ r918.tj.oimMjJ<~.~.thetw() '4$pendsJlr.1m~17·uP9l1tu:tl. : , . 
:c~operat~ and, h~ous, Wo~k1ng 'aa:~ement.~,:t.':~~' ~)ws ,',1s. I ' 
not eaa~ sUSCl3pt1b18, tOPNC1~ d.ef'initlon ~ ,temsQt ',' I

cPmarut ~8P~8~b1l.1t7~, ",~~woul.d rsef/ml,e~p~~~a1"'~~~,,t~t i
:CP U5FA'sdbectivetoOQ VienJVl' should :b.l¢l~l ,aPp1'O~atA;,' , 
,~tion oft~ relatl0n0hipo,; :t, Bho~ a4d,~l,la.tsotaras I ' 
,I~ a.ware, 'USCOA;..oo:,Vlenna"Q~d·rielationBhlpe~~,oC#lpl.et4ll¥ ' 

.; , 	 h~on10U8 and highl,f 'lJa.t.1Bfa~<>rY, ,,8ndth~~~$i:5i~,. for '.~ 
d8tin~ti'on· :(if·t~ 'relationahipbltwoen ,the·two\'.~ia08~. ' 
,b\aoaiJ.5etheUSFA directive is in prece8sof r'~1on. ,.". . 

I "AS ~he~ CODDll1SsiQneris exp8~d tore~~::1n' the' 
i~17 nEJ"! future~ it. 1s rEKlue!J~~ that the, d~rt directiw ':: ,
'99 f'o~tohiiD.· for review batON ~COA concur1"filuce is " I 

givun. 	 . , , .". I' 
".:: '. ,,,,;l,,:,~,.,,,', 

~,'-!'... ~JoJ , ' . . \ . 

\ ' 	 . '..... ,' 

" .1 , 

, , , . 

. '" 

I 
\ ' 2017849 
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FROM // ~ 'U~~~E':.~ (!U~IN.) SIGII1I!:D f.1CNiillNEY, .~ Y" 

r'~ , 
I // 	 , 
'~ 	 . ,ITO 	 ::O)(;1GU8FORg.II,Jl.R l\ NIXON, ACT DIRt DICEA 
~ " ' 110 	 ! ",Son33373 ' . '., CIIJ;E:; ETGEC!
I ' 	 ",' "I
" 3ubjec~: preliminary. survey ot the :yar~t1me 

./. kat1vities of' the Bank,"" for lJit~rrdat1onal Settlem~nts1· " , 
I, " '. .1" . '1\ '$:1.g.ti'iflcant by~~produe:t of, thei ,Golid 5tudi~s JI 


*onducted by Donald WQ0ul."tisarid \,~1111am V<.h)unkslo~ i~he E:lt"" 

~erna.l Assets, Cens\l.s, Bre.ll~h'p' ,va.!!.l tb.a l'epea:~edly enc01mtered . 


, t&vldence. of the RG1ehb&uk. ~ s r&m.9.L'kably close end Bollle! tous 
,	tela.tloneh1p vith th~ &nk ,fOl~11l.~,fI~n~tlona1. 'S{)ttJ.?0~ep.(;a\mr"•. ,

9ugh.out',the we:.!! I VhicIf:ralsed ~:!?ong,euspic1~fa '~i:ll' ':.Ul:;:e·~ 

'iee.led.:~tI~;"',1::1me ~vanta.ge5 aoe~ulng to tll$ Re1(;hsban1(: ana.' to 

'~he German Reich.:I,.n gene;raJ. frb,m, their 1'~lat1onahip'r1,,·th the 
B. I. 8n 	 ':, . 

I 	 ',. ", • ",'. ",: ,'. " ; '" .', f " . 

).. .' , ,2 q ,.~$li.m1pary inveetigetlo:n.f5 l:n GoZ'm~py h.9,ve 

'liervealed 801!laof the w8.19-t.imf3 activ!tl()~: of-the B~, I." i3 .. \'fhlch 

Wj4.!)Z'8 of, obvious a(h1a:ntage ·~o. the Ge;!'nl~ns sud' pr·os,'bly e:iCplain 

theireonoEll'1.lfor lts I:!ontinuanca a,nd ~Jelfar'e" :l.:h18· e'i11di;':r.11{;«;

'f:rom G.~ri'!l.an eqUl'CeJB, ia sufflo1s11ttO ra1aes0:t":toV,B qu~~tlon a,r; 

itb ·thG'leg~tl~cy'qf~mueh of' thllt war·~t.im.~ pusines::; of '!th0 , 


. I*:J~:,.SO . :,~d:l:;oWdrt>eXlt; .furth~~lnv$8't1:ga,tl.0l."l. of' ,th~11 :?olloving 

~~pecL.. lc p.,gt1rgas" . ' " , . ' ' 


;i'/"" ,',A.~Ac.~.e~tanc~·of: loot0cl gOl.d,: \ 


r" ' .....:: '. J3·~5u.'b~trz.nqi~1 qt\~ntltles ofgo),d l()o1?edby 

'D}Ejl:-mat:tY, t)'ol1lv!3-ric:u:a ,,9,!}¢u>Ij~ep: aountrisevtire aGcepte4 \by t.nG 

~t. I,~. 3., • B;ith01? ~fte:rprp,?~s~j;ng 9;f .:sucJ:l.J~o19. in. Bel'llln by

the.RGiohsoank or, in one ca.se, bydil~ae·c. ·qelj.vol"Y .fI'om the 

(~9untry from which.1t Y:TG,S lootecL ,The' most ncitorlolls kU:M9f1 is 

th,at of. .the B01giangolcl, a part of vhich o~n,eQl'di!lg td, te8~

j,mOriy or formeX" Roichsoonk Vi.c~;"':PreeidGntPu.hllla~J acc!t9pt.ea. 

try the So' I" S" ..u'ter blcK:t ttriok e,nCt"oth&l? offlc).alsof t.hat 

ba,nk had be(~n fully. Info:!·Jn6.dtl~a:t i ti:1S' Belgian .g~ld: foX' 
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. " 	 I 
,0" Asslsta.n:c.e of Reichsbank in 3a.J.

va.g1ng Its assets threa.t!f)ried 'by bloekingin neu'trel ~ountrieSn 
...• . '.' ..1 ." .1 

. . 8~··· Puhl hasexplainad in some ~le~11 ~o\{ the 
facilities ot the B" 10 S. were u5edto withdraw Heichsbank 
aS$ets fromval'lous neutral' countries "justpr:l.or to bloclring 
Inthose count:r1eSjj by boqk tran,s.f&Fbalances j.n the I B ... 1 .. 5 .. I 

and..tha.t the B" I Q S~U'l rilany cas.es f1as the part:r v1t;h "hom 
the GerW1ns vera s.bleto dispose cif thG balnnceeso wlthdl's,vm .. 

'. . 	 "1 

D~·.' : Domin.atlon <if' B~ I. 5 .. ma.nagement by 
.. ' . '. . . '. I 

. '.' .'. . . . . I . 
", . .' 9" It.. is clear both from correapotldence...a.nd . 

from testimony that the management of thcs. So I Q 3". during the 
filar lias "Ill thehandm of the Adm.inistrat1onCoU-'ilc:t1D! L'1.w-hleh 
'Ithe Axi8~ .Repreeentat1v,~.:~.:.. have an. s,?-,tbo:r1tatlvo1nf'lufInce", 'al'ld 
tha.tln 1942 theOerm8..n.0 favored the i~eelectldn of 'President. 
;McKlttrlck vhose"Pereonal op1n1oils " they charact.erized as 
"sa.fely lalOWll,"' " .'.' '.. ,.•,... . '···.·1 ' 

. . . E~CotltlnuGd pa.yment ofBo I) S" div
11dends to oceup1edcou.ntrlas in'tl'ie faQ(:l Or:.eel"tain confls, 

. ca·tion by the 'Germa.ns" ' . . ... " . . I . 

I '. .' . . .'. 10" Tha ReichsOOnk £$ 'sac~lf'_oe' of' .'foreign 
;exchange and gold during,the war tal' continuation ofl interest, 
pa.yments ana·· for some I'apaY{llsnt of -pr1nc.1ple on 13... I~ 5 .. ln~ 

.• 	 iV0S t1l1ents lnGerma;rty ls p8l.rt1a.l1y.exp;la1ned. by t;hGa~ t1~n of 
Ithe Bo I" S" cont1nu.ing throughou.t the war to decla.re dividonds 
~d tod"eliver suCh, d~vidGnd ~pBym&nt~ to .the "arious i occupied 

". Ie ount~i~Bwhe~e,. ofcourae t; th,sl 'tvere .f.mb jecto(i to G<pl'll!l.a.rl 
.~oreigii Exc'hango·Contr,Ql .. ·This oombination of transaotions 
h~lped to keep up the p'!-'esumptlon that .the. Ge+"1ll&l 1nyest;nents:or the·B."l~ 5~'wer~ not frozen,b'l\t ~he actua.l sacl"tfic8 of 
the Reichsba..nk vas ler.Hl) than would appear on .the surfe.ce, 1.n
$of'ar 'as, the gold given up to. the Be> I'" 8" 1,ae" partly of'f.'~,=,try thedivldende 1ndiI'ect171 acquired ,through: S~1SS, Fra.ncs".. 

I. 	 F'? . PIiovls~on of. f1nanc1al1nt~111gGb.c0 . 
to the Re1chsb&Dk" '. . ..... . ., 

I . . ." . 11" Publ teetlfle~ that the So I ~ ws~ of5" 

'great' .value to the,Relchsba.nk during th0 "r&r ss' an "Open ·1iin... 

Q011 to Finanoial IbIDI'mtion •about th!.9 outsids' t-ro:;<tld II'; among 
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other -things he 
I .; , 


'j'L· '11h~t:Mckl ttl"lck~on.h1s·· rciturn' from the 

Un,..ted state~ in 19 lt3, l 1eportedt,o htm' dil"ec tly en the· 'IOen0l'a,1 

piC',ture of the.curr:ent opln1an~. and ,·the' fi;tiano:1.alproblems· in 

the'Unite4~,'Sts.teft.;tl;~,·,. :;,,>:" "".: I .,'. 


'. :.: 13 . 'Tr,·:·,t ' vhil'a ',",~ 'T~~ Currie .M~as1on. 'ifas 111. 

the beginning of. Februa.l"Y .. ,:We'got. :inforlP.a,tion 8.i:?out the Currie 

Mls~to.n. ~ll J..:~t~ Dec~r.1be.r'or·,the beg:!,.nn1ng ~f Jan1.t~:ry~!l, . 


", ' , '""., . ,.' ' .. ' '.' . . ,,-' .' ',·1', 

G _> ,Rel1),s,rks. and .rec oli.il1i6ndat.ionrn,
'.:" .'. ' .: " .' ' .' , :". ,,',' "'.' i·,' . '. .' 

' ... ' ,12,,·:. lnasllJ.Uch aethe abovc.llstoo. ch4rges ape.1~;he
'. . ..,. '. ,,' , ....,. .,'" .,.... ' .., ',' 

,basl.8,fop;~~YJ·~:t'thcr +n:!lt?B.:t;igatio:up ,1tf. is, :felt ~he.t they should 
not. ,ye1;:' Q~:publ1c1zed~. . ' ." ,"., , .. .' 'I'. . " 

" . '. '.. ",;' ;', ::'1, '. I.:' " . . i··.· 
, .1$" It,. ii!.! to be :peltera.ted ,thv~t, tljtlClngof th~ 

B~lc~~~and.~ ..otbEg~,.:.looted gold accepted by the B"II" Sa. f:~'Ol1). the 
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_ _ _ 

YUgoslav olalma tor-eleotrio motors aDd misoellaneous property.
8114 tb. -remalndar were reoelved trom Austria, Belslum. Prance,. 
Greeo., tlle 5etberlaods, 8114 tb. Soviet Unioll. There .ar. also 
6 German olalma tor art property.. -

Jitt_ olalma were dlaallowed- b.oaue ll1T.atlptlon -re
vaaled the\ tb. olaiaed proparty oould .I1Ot be located 111 tbe 
U,S. Zona, bad been r8lllOTed to a.not.llar Zon. ot Occupatlon, _e 
a duplication-ot a olaim al.t'ee41 Uled. or the olaimant nation 
oould not turl11sb suttle ial1t proct to substantiat. tb.e olaim. 

Fourt.en restitutiollB were oou;>leted durlag the molltll. 
Sixt.en tr.1gbt oa!'loads ot property Wer. returl1ed t.o tbs . 
olat..nt I1IltiOI18 bav1l1s a value .stlmated at I",!ioo. Total 
d.liverlss to date amoUllt to approdmately 2,661,. tre1sl1\l carloads 
bavlDg a value .stlmated at 1191,639.600. 

Of tb. 1,'20 pand1l1s olelma 011 wII1c1l iIlTsstiptiOllB e.re 
oOl1t1nui.ns 723 are BuI1p.rlao olalma. 181 Jrenob, 8114 2,) _ 
Italian, fll. remalndar of the pand1l1s olalmae.ra ,tairlY .qual,"
ly distributed """'lIB the varlbWl .aatiou. ... 

Restitution _s ..ade to variou.a olaimUt natiou as tollOws:" 
hl.&lI!iII. 

- '1'.11 parcela oonta1l1lDg 107 geosrepblo mapa, 8ioll were re
_ed by the GerDIUUI trOlll_ the Belslu.1faJ.o Depa.rtllll!ll1t to the 
Heereearoblv, Stittsa&a. 2, Vl.I1I1&., War. released to e repr. 
sQII.taUve ot \11. Belglum Gover.....n". 

!E!!!1!. 
011. platOI1 8.%le adJust1l1s maoh1l1e. valuad at 11,000, ulol1 

_ s_ d1:aplao.d by tbe Germans 8114 relocated -to SalzburS, ..&:I":iJ::UJIJ...CO r.leased to a repres8l1tatlve ot _tb. Jranoh Gcrfarl1lll8llt. 

~ 
-Ut obJeota. 00l18ist1l1s of _103 sraJ)bio wora by the German 

Professor Sob1na r&r. wldoh are hrOU&bt to Awltria in 1944 t r 
" eaxbibit10n purposes, 1f8ra released- to the_Ut CollsotloS Cent!r111 1I\m10b. 

_

l!IIasI.I1 


_ The thrM Hatitutiona to -lfwIsary 1I101uded 2 ooncrete 
mixer" anA 10 auto_es, whloh .bad been relooated to:t.1l1z U e ___ Awltria,-and-2'1-pall1t1n&a- :reIlOved-trO!ll'a'1l'IuIsU'lao.Jlali.1II):-::r~.: 
laarg8 at. til. end et-~ =r~~ raloGa'a4-:tt)-Tl$CUlA. 

!SI.U. . :: A larS. qnantity ot lndustrlal equipment, valued at. 1)0,000, _ 
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GIRBIIAL orlsi.aat1l1s trom the tirm "Te.rm.1" Sooiete per-L·In4utria-.
Eleotriolta _8114 relocated to tbe U111ted- Iron 8114 Ste.l Works, 

Of_ t.IIe 39 new olaime reoelTed trOll! Allled I18.tiollB, , were IJ.nz, .....a released to a repre&entatlve of th. Italian Gov.r.... 
Italian Olalma tor lnduatrlal .quipment 8114 art ob,eots I 8 were M...t.
Polisb 01a1ma tor IndustriAl,an4 .l.otrioal .qulpmantl 9-were J 


L"" 
~ 
00 
l" 

__9 
C\t 

Ygoslayi§ 
_' One YUSOlllaV restitution 1II1a oompleted dur1ns- th. montb. 


Tba released property o0l18ist84 ot a large qUantity ot el.otrioal 

equiplll8nt _lob bad be... relooated -to SolTaY Warke, EbaI18••, 

Uppar Austrla. . . - 

GERMAN EXTERNAL ASSETS 

NAZI ACTION 05 TAR IlAl'm'ACTOlIIJ!Q COllPAH'f 

Amoq tile compI!l.Q1ea Lrlvestlpted 'IIIlII Teeras A.G-., a manu

taoturer ot tar and aspbalt produots LrI Austria. _Tbe maJority 
 ,ot tbe sheree ot thls oorporation were owned by tbe City ot - 
Vienna at tbe time ot tbe 8I1I1e:r:atlon ot Austria. In 1938, tbe 

00lllp.!Ul1 bad a net wnrtb LrI exoess ot S 1,700,000 and wae a 

profitable enterprise e.tIS8&ed LrI tbe manutacture ot by-produota 

trom~be residue ot-tbe munioipallY owned ps works. 


Atter Austria _s 8I1I1exed by Germany, -tbe Nazls eeized 
oontrol of tbe adm1l11stration ot tbe City ot- :nel1l18. Tbe tormer 

Austrian ottioials n.re replaoed by Hads, and one lIeubaebsr, 

~ Austrian Nazl wbo bad tled trom Austria prior to tbe-8I1I1ex

atlon, was 1natalled as mayor. _ A German oompany Reutserswerke 

A.G., RerUn, assisted by liaubaober, aoquired S~1I1terest 111
feerag by mes.na of duress. Al tllOUgb Teerag d1l1 not need ad

dit1o.oal capltal. tbe llazl ottlolals oOllBpirs4 witb the 1II8I1Il&8
ment ot Reutserswerlte-to .baTe new eberes issued and the oapltal 

ot feerag 'IIIlII 1I1creased to slmost thrse times-lts tormer ebere'_ 

oapital. Por- sheres 111 exoess ot IIIiI 2,000,000, the aeutgerswerke 

paid approximately IIIiI 1.000,000. - . 

I Dur1l1s 191.'. the oompl!l.Q1 suttered heavy 1088es because ot 
the taUura of Gezman debtors to pay tIIeir obliptiOIl8. However. 
because- ot tbe extremelY protitable opersUOIIB trOll! the pro- I duotiol1 ot tar products, tbe oompa.ny weB able to Uquidatelossea

i 111 excess ot S ,.000,000 and ls &.&8111 solv...t. Ina_eh as the 
- GermaJ1 1I1ter..t was aoquired by pal1tical duress, it 1e not 

oOll8idered a GerMl> lb:te.rnal Asset appropriate tor reparetiol18. 

BoweTSr. tbe__ey paid by Reutgerswerke A.G., ....OWIt1l1s to 

approxlmatelY IIIiIl,OOO,OOO, may posslblY be oOllBidered as a
Gel'llZll-asset _subJeot-to-tbe-tarms-ot.a- tuturs.Austrian.Peaoe-------------------------------------'-~-------------- 

I 'rreatYe: 
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A large quantlty ot lndustrlal eQ.ulpment, valued at 130,000, 

J\PRlL 1948 

R.D.&R. 	 RESTITUTION 

Gl!l'I!8AL 

"___01'. ,the-39ne1l'· olalms ,reoeived-trom-,Al'l1ed'natlons,Sware' 
ItalllU1 olalms tor lnduetrlal equipment and art obJeots; 8 were 
Pollsh olaiDa tor 1.nduetrlal,and eleotrlcal equlpment; 9'W8re 
Yugoslav olalms tor eleotrl0 mOtors and mlaoelllUleOl18 property,
and the'r_1n4er were reoelved trom Austrla, Belglum, PrlUloe, 
Greece, the Netherlands, and the Sovlet 'O'nlon. Tiler. ware also 
6 German olalms tor art property. ' 

Fltteea olalmswere dlsallowed, beoauee 'investl;atlon re
vealed tbat the ola1me4 preperty oOUld not be located 1n the 

, 'O'.S. Zone, bad been removed to lUIother Zone ,ot Oooupatlon, was 
a dupl1cation ot a olalal al1'eadytlled, 01' tile ola1lDll.llt natlon 
ooUld not turnlsh suttlolent 'proot to substantlate tile olaim. 

Pourteen l'estltutlons ware oompleted 'dUrln8 the month. 
Slxteen trelght carloads ot property were ieturned to the 

, ola1a.Dt Datlo.oa bvlng a value est1mated at 'S7,SOO., Total 
4el1v~les to date amount to approx1mately :Z,661,.trelght oarloads 
bav1D6; a value est1lllated at .191,639,600. 

01' the l,S20 pe.ndlng olalms 04' w.b.1ch lnvestlgatlo.oa are 
oO.nt1nu.1.Dg 723 are l'IwIgarlaD. olalms, 181 :frenoh, au4 2s.:l ' " 
Itallan. fhe rama1D4er ot the pending 01a1llsare talrly equal';'
ly dlstributed UlDDg the varlous natlons. 

Restlt1ltt04 _s I118.de to verlous olailll8..nt natloa as tollows: 

BeIg1wp. 

, Ten paroels conta1n1D6; 107 geographio maps, wIIloll weie re
moved by the GerllBns trom the ~lg1um. War DepartlDflnt to the 
Heereearohiv, Stlttgasse 2, Vienna, 'were released to a repre
sentatlve ot the Belglum Government. 

Prane. 

One plston axle a4Jnstlng ao.b.lne, valued at '1,000, whloh 
_s, displaoed by the Germans au4 relooa~ed ,to Salzburg, was 
released to a represantatlve of ~he Prenoh Oor81'nmeDt. ' 

, GuaRv 

Art obJeots, oonslst1.ng ot 103 graphio works by,t.bs German 
Protessor Sohi.nner81', whloh were brought to Auatr1a ln 1944 tor 
exhlbltlon purposes, were relaased'to the,Art Colleoting Center 
1n IfImloh. 

'npeery 
, The three restltutlons to lI'u.a8ary lnoluded 2 oonorete' 

mixers IUId 4 autobWIes, whloll bad been reloaatedto IJ..az 'O'Pper'
Austrla, and 27 'PIllntlngs rellloved troma BuDgarlaD. Ila..a.ub~ lU.ver 

c.o 

li.)

RESTITUTIONR.D.&R. ' 	 00 
1'

Q1'lglnatlng trom the tlrm "Term.1" SoOleta pal' L'Inclustrla 'e 

Eleotrlolta,and_l'elo"""'.!~~Q.-t_heU.nl!~_Iron and Steel WQ1'ks', 


. 	Llnz. was i'eleased to a representatlve ot ·t.b4l-Italliii-Govern-' - 
ment. . 

!l!goslavla 

One Yugoslav restitutlon _s oom:plet'ed durlng th~ month. 
Tile released property oonslsted ot a large qUantity ot eleotrlcal 

, eq~lpmant 1Iihlohbad been relooatedto Solvay lYerke., Ebensee, 
'O'pper Austrla. 

GERMAN EXIERNAL ASSETS_ 

NAZI ACTION ON TAR )fAN!ll!'AC'l'UaING COMPANY 

Among tile oompanles lnvestigated was Teerag A.G., a IIIIUlU.,. 
tacturerot tar. :and asphalt produots In Austrla. Tile maJorlty 
ot tile ,sbares ot tills corporatlon were ~wned'by,tlle Clty ot ' 
Vlenna at.tlle, time ot tile annexatlon ot Austrla. In 1938, tile 
company bad a net WQ1'tll lnexoess ot S 1,700,000 and was a ,
protlteble enterprlse engaged In tile lDII.Ilutaoture ot by-products 
trom tile resldue ot tile DlUDlolpally own,ed gas w~rks. 

Atter .Austrla_s annexed' by Gerlll8ll3', tile Nazis seized 
oontrol or tile adm1n1strat10n ot tile 01ty ot'Vlenna. Tile tormer 
Austrlan oftlclals ware replaced by Naz1S, and one lIIeubac.bsr, 
an Austrlan Nazl who bad tled trom Austrla pr10r to tile annex
atlon, 1I8S l.oatalled as mayor. , A GerllllUl oompany Reutgerswerke
A.G., Berlln, asslsted by lII'eubacller, aoqulred sU lnterest In, 
'Teerag by means, or duress. Although Teerag did not need ad- ' 
d1tlo.oal capltal, tile Nad ottlolals co.oaplred wlth tile JIIaAIlie
ment ot Reutgerswerke to have new sbares lssued and tile capltal 
ot Teerag was lnoreasedto almost three tws lts tQ1'msr sbare',
oapltal. POl"shares In exoess ot RH 2,OOO~OOO, the Beutgerewerke 
pald approx1mately RM 1,000,000. 

Du.rlng 1945, the oompany suttered heavy losses becauee ot " 
t.bs tallure ot German debtors to pay tJielr obl1gatlons.' HQwev8'l', 
beQause ot the extremely protlteble operations trom the pro
duotlon,ot tar pr~uots, the oompany was able to 11quldatelosses 
In exoess ot S S,ooo,OOO and ls agaln solvent. Inssmuch as the 
Ge1'llllUl lnterest was aoquired by pol1tlcal duress, lt ls not 
oonsldered a GerllllUl hternal Asset approprlate tQ1' reparatlons. 

H.owll1'er~ tile money paid by Reutgerswerke A.G., amountlng to 
approx1mately RH 1,000,000, may posslbly be oo.oaldered as a 
GerlDll.ll asset subjeot to the terms ot a future Au.strlaA Peaoe ' 
Treaty..!. ... 

\, 

\' , 
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O
EIGH'1'Y~FIVE FREIGHT CARLOADS OF toOTED PROPERTY R.Ii3TI'l'O'l'ED C\J 

J me.ohi.lle tools, parts 01' a 2,500 ton press.!._elec_tr~m~_~~,_
01' the 32 new Cla~1ms_received-frolll.-Allied-.r:iiltions filMay, -and-misoellaneoUlJ-eleotrical~equipment-';-In: addition. tlie 

--12-were -French-cla1.lllil for i.Ildustrial eqUipment, pa ll8s a.ad Italian Mission completed the 10adill8 and shippill8 of 78 freightintiart objects, motor vehicles, and 'a qua.atity.of mlscella.aeous oarloads of old blast ·furJUioe materials originatill8 from the 

jewelry. Six claims for in,dustrial .macbJ..Iles. a.ad rolli.llg stocle _ Italian firm SIAC, whioh had been. released i.Il Maroh 1948 from 

were received from the POlish Goverlllll8nt a.lld 4 claims for electric the United Iron and Steel Works, Linz. 

trolley buses, electrio lII.Otars~ a.ad works of art were received 
from the Italian·Government. The remainder 01' the olaims were The Netherlands 

received from _Austria, Belgium, the Netherlands, Yugoslavia, the . ,

SOviet Union, and Germany. The two restitutions to the Netherlands .Government, valued 

·at $120,000, included 59 paintill8s and Objects 01' art •. 
TwentY-four olaims were disallowed beoause investigation

revealed that the c lailll.ed property oould not be 10c"lted in the Poland 
U.S. Zone, had been removed to another Zone 01' OOOuJ8tion, that 
the claim was a dUPlication of one already filed,. or. the clailll.ant Property of Polish origi.ll conBi~ti.llg gt 11 motor vehioles. 


- claim.nation could not- furnishsutficient proof to Substantiate the 2 maohi.lle· tools, 2 tra.nsformers,: and 1 conorete mixer,. valued
~ . 
at h2.JOO, was released to the Polish Goverlllll8nt, _. -' 

Thirty-one restitutions were completed durill8 May, 'Eighty_ SgyietUAion
five treight -carloads 01' property was returned to the clailll.ant 

nations having a value estimated at $568,550. Total deliveries 
 S1xrestitutions, valued at t8,OOO, were 'oompleted to the 
to date amount to. approximately 2,750 treight oarloadshavill8 a Soviet .Union, The released property consisted of one fuel tank 

. value estimated at '192,208,150, . _ wagon, 66.. items-of eleotrioal mterial, 5 tractors, smell quanti'

of medical instruments, one paintill8, and J icons, 


or the 1,502 pending claims, 723 are Hungarian, 180 B're.llCh. 

252 Italian, 78 CzeohOSloVak, and 47 PoliSh. The'remainder of Yugoslavia

thependi.llg claims are tairly equally distributed amoll8 the
various ~ther nations. .One maohine tool, valued attl,OOO,was released to·the 

Yugoslav Govern.aient,· 
ReStitution Was made to various claimant nations as l'ollows : 


BelgiUm 


Seventeen treight carloads 01' property,.valued at $218,000. GERMAN EXTERNAL ASSETS 
was returned to the Belgian Government. ,The industrial equipment

released consisted. 01"2 machi.lle tools. 3 trailers on caterpillar

tracks, One steam. crane,and one grappling crane with electric 

drive, Three steam-tender locomotives were'returned, and 59 items
ot.paintings, tapestri'3s, and carpets.  German Assets with Interests i.Il Italy 

France 


Some of the corporations lrl. Austria whioh are benefioially'

owned by Germans. have assets and subsidiaries in Italy. German 


Paintings., carpets, and miscellaneous objects 01' art (346 assets in Italy are being liquIdated in accordance with. the 

itema), and 39 motor vehicles were released to tha--l!'rench Govern- terms 01' the Italian Peaoe Treaty. Information has been re

$186,700.
ment. The value 01' the released property is estimated at . quested·from Italy as to the. ownership status of various corpo

rations in Austria in order that the German status 01' the asset( 
Germanz in Italy may be determined. Steps are being taken to furnish' 

suoh in~ormation, 

Property of the Rueck MUSical Collection, Nuremberg, COQ Austrian 'QJiited Iron'" Steel Works 
sisting of 11 pia.aos, one harmonium, and a quantity 01' misoel
laneous Spare perts were released to the Art COlleotill8 Point i.Il ~ investigation was comme~ced of t~e Austrian United IronMunich. 

. Steel Works. torme~ly Reiohswerke Hermann Goerill8, ·Linz. a 
__~uerman-carporation.~and-StiokstoffWerke.-L1nzi~a-nitrogen-plant-,----------

tQr--thopUl'pose- of'- detel'llllnlag the reason- fOl'the'-loss-oi 
S 25,000,000 by StiokstoffWerke in the performance of a oontra01 

Three Italian restitutions, havill8 a value estimated at for the delivery 01' fertilizer to Bizonia. Germany.
t12,500, were completed. The released property consisted 01' 

MAY 1948 
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FORTf FREIGHT CARLOAOO OF LOOTED l'ROFER'l"l RESTl'lUTED 	 released property consisted ot 12 electric motor busses.1A !'-' 

1.1nz, one machine .tool, 2 eleotric motors, and a J..arge 'quanti  O. , 'Ot,the,7Jnew claims reoeived'trom Allied ,nations 15 were 'ty ot IlIiscellaneous eleotrical material and parts ot machine 
hench claims tor' machine tools. miscellaneous 1Adustrial e~ulp- tools. Although the 12 busses at Linl!: were otticially resti  C\l 

____Die.nt""pa,1ntingsJllld_ob.1,e,cts,-,ot,_art,. __1he_CzEI,ch _~v:ernmsnt_ sUb"'--'--'-l'__,~, ,_ ' tuted to the Italian 'Government, theLinl!: Eleotrio Comp&l:1 
·s~gli.ed-aoon·traotor-sal'i-tor-them Wi tli -tlie'Itil18.ii !Us'don.mi tted 34 'new ,claims tor motor vehicles, and the Italian Govern

ment tiled 12 claims tor mach1Ae tools, electric motors-and lhese vitalll needed busseS Will theretore remain in 1.1nz. 

other industrial equipment. ' nLe remainder ot the claims were . " 

received trom Belgium. Poland. Yugoslavia and Norway. AttElr ~: 

investigation 61 claims werEl disallowed. ' ' 


. Property released to the Polish Government, valued at 

- TWenty-seven resti tu tions 'were completed in June. l!'orty' i3.750, oonsisted ot 3, maohine tools ~nd 1 electrio motor. 


treight carloads ot property were returned to the olaimant 

nations. valued at approximately·tl)6,450•.Total.deliveries-· 

to date, 1A the restitutiOn program, amount to 2790 :freight

carloads having a value estimated at··i192.3.44.600. . . GERMAN EXTERNAL ASSETS 


On. 13" April 1948 the U.S. High Commissioner. as the repl"e
sentativeot the U.S. Government, hadnotitied the lWstrian .' 

Federal Minis try tor -PropertyCOIl'trol and EconOmic Planning·

that thEi U.S. Government desired to 7turn over to the lWstrian 

Government the respOnsibility tor.carryingotit the restitution 
 lhe ,Austrian Government paSsed a series ot Resti tutioll 

program .. to eX-'enemy nations. Operational details tor' the trans" 
 Laws proViding 'tor 'the restoration ot property which had been 

tor ot this responsibility were compllited during April and l:ey; 
 aoquired during .the pElriod ot Nazi dom1nationby.duress or as':[ 'the result ot political or racial persecution. In some in

Austrian Government tor appropriate action. At the B8JD.e time 

On 16 June 1948. 693 Hungarian claims were transterred to the 

stances the owners received no compensation. tor 'the property, 

all custodians ot Hungarian'property were notitied by individ wAile in .other cases the Puro.base price was used 'to pay dis

ual letters that ·their responsibility as custodians' wes trans-' 
 criminatory taxes. nLs property had been acquired by the 

terred trom the U.S. Mil! tary authorities to the lWstrian -
 Reich Ministry ot Finance, by private German citiZens or pri 

'II:" vate oorporations. At the end ot the war these properties 

represented 47% ot ell claims pending tor restitution action. 


1\ Federal Government. lhese olaims.released trom U.S. oOntrol 
were reg! stered in the names ot Germans. When a possi ble 


A tew specially complex claims were retained under U.S. oontrol 
 German 1Il terest is involved, the Austrian Restitution Courts 

for disposition at a future date. . . tile an application with the 11.S. Element 'tor permiSSion to 


proceed Wi th the hearing ot the oase end adjudi ca teo the resti 

I.nvest'iga~ions continued on 794pendlng claims; 166 .ot tution claim. In June approx1lllately 50 such applications tor
~I~ . permission were tiled on behalf ot restitution olaimants. 1he 


Czechoslovalda. .lhe balanoe ot the pending 'olaims are tail;'ly 

which are claims tiled by France. 259 by Italy. and 87 by 

tacts 1Il eaoh case must be reviewed,· and it it· is deemed to be 
~ equally distributed among the verious claimEi.o.t nations. . 	 a proper oase tor the -operation. ot the lWstrian Restitution,~~~ Laws. permission wil'l be grantad to adJUdicate the oase. 


Restitution was made to claimant nations as tollows: 

~ 

~- Investigations were oompleted and reports prepared on 14 
:!> .....C;:Q)x0 Czechoslovakia: . additionsl 'enterprises liaving or suspeoted ot having a German
~,L: 
interest. 'l!bese com;pa.uies 1Aoluded s. hydro-electrio prOJeot,J::wu..m 

8eventeenrestitutions;' val~ed at· ...46.000. were completed. a tilm distribution enterprise, construotion oompanies, hous

The released property consisted ot 12 motor vehicles, One , 1Ag proJeots and textile oompanies .. 


/~' tractor. 19 machine tools looated at Steyr Works, and an· 

assortment ot ottice' equipment and supplies. 
 nLe1Avestigation otWohllUll.8s A.G~, 8, large hous1n8 pro


Jeot oonstl'Ucted by the German Reich atter the 8..Dl1emtion ot 

'\ 

France: Austria, revealed that it had been tounded On 9 June 1938. ,It 

was organized pr1Acipalll tor the purpose ot provid1Ag houe1ng 


One· Ea~y Grand piano, contiscated by the Germans and 
 to~ employees ot,the'Hermann Goer1Ag Steel Works at Linz and 

brought to Vienna, was released' to a representative ot-the associated German war industries. ~e hous1D8 oompany con

French Government. 	 stl'Uoted 7,879 dwell1Ags ot which 66.7% are located 1A the U.S. 

ZOlie. nLe ,total cost ot oonstl'Uction was approx1lllately 

Italy: RI4. 165,000,000. Restitution olaiJns have been tiled against


this oompany tor the restoration ot some ot the property 

Seventeen treight carloads ot property, having an estimated • \ acquired dur1Ag the war.1he company was a branch ottice ot 


, -value-ot~ ,79;700 .wtii'e-returifed-to-theItarianGOifel'lll!uiilt-.-nle " the-German- corporatlon-Wohllungs-A';G-;-;-with-its-home-otticlnlt 
, - , - _ .. ~ -' ,- ,-, --," ,' 	 , 
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surplus blast furnaoes . 

'lhe.blast. 

will be placed in a 
One-third of' the purchase 

. 

All maohine tools'identified as 'bel.oJl.:!.ing 
step is 

as restitution to 

a number 'of 

Sinoe that time, 
cases, been inaotive and, tAe 

'lhese assets have been deter

Approval was 

was requested to plan. the realization, 
yield for tAese 

---

assets, 

hav~ an 

ss follows: 

Upper AUstria, 
the U.S. 

Czeohoslovakia: 

b 

....stle Kogl and 

t 
to a 

In addition, there are some -enterprises I'dlich were es-'
:!MIa. 01. TWO BLAST FORNA,CES tablished for finishing and assambl~ng production, begun in 

other parts ot the Reich. 'lhase plants' are now total~ disA' oontraot for tAe sale of two oonnected and generally inactive. Therefore, the Al1striaD,was signed at .the end of January by. the Austr1a.o. Government, M1n1stry of Prop~r~y~QOll~r9Land Economic ,J?lanning-hElsbeenas trustee, and the Czechoslovakian Government. 
 asked-to-plan-'-a-'JD,ore efficient utilization of these idle
furnaoes are, sltuatedat the United Iron and Steel Works at 
 facilities through integration into going conoarns.--Linz; --'!hey' hEld-'bee.nbUilt-aspart<5rtheGeiiiliiUl Wlirliidustrlal 
IQIlchine. For, the 'two blaSt rurne.ces the Czechoslovaltian Gov Of 42 fir.ms enwne:rated in one list, 10 were in the stageernment oontraoted to pay .,2,300,000 and for' certain elevator of anaocounting deficit, 8 had assets not exoeeding S 7.000,equip.m.ent to pay.• 600,000. 'lhe se SUlll!l 14 had assets not exceeding S )5,000. Only 10 are larger butblocked acoouilt as German assets. none has assets in excess of S 80,000. In general, the ad~price is to be paid 1JnmSd1ate~ end. t.he 'be.1anDe ,in lIlOnth11 JlI1nistrat1on oost ot trusteeShip would ultima te ly conSll.llle theinsta.U.mea.ts as the blast tUrnaoes are dismantled 8.n.il removad. if the realization were deterred. The'su.m.s obtained'lhe labor of dismantling is to be perfo:i:msd by .t\WItr1ll.ns through the sales of both classes of properties will be heldunder the 81lpervis101i of czeohoslovakian engineers. . tor future disposition as German assats. 

~ TOOLS-RElEASED 'RESTITIJ'l!ION OF-tOOTED J?R:lPERTY 

,'lhe' Property Conti-ol, BranCh tit. Ja.rma.li7 reach.ed the l:laif-
 The activo program of restoring to the, original owners _y stage, in its task of identifying end segregating the property ~ich had' been looted by the German Army and brought

90,000 maohine tools wb,ich had been oatalogu.edby tha U.S. into AUstria continued during January. when 134 freight car]'Crcas in 1947. loads valued at t233,550 were returned. TOtal deliveriesto AUstrians are being released 1JnmSdiately•. ~s to da.te amounted tb approximately 21.468 freight oar loadstaken to aid tAe AUstrian econo.cn,y by stabUizing the oper estimated ,value 6f • 188,'182,000.
at1ns of its machine tool plents. 

Restitutions were mode in January to olaimant nations'lhis progrnm is scheduled for completion by 30 April .1948. All machine tools show.l.ng German or undetermined O'l'4ler

ship are being segregated f9r turnover to the, AUstr1a.o. Fed';' 

era]. Government Wlder trusteeship, tAe terms of which will 

prohibit transfer of these tools from. the U. s.' ZOne of 
 Twenty-eight paintings and other objeots of art ot 
Anstria. Belgian origin Which bad been removed to Castle Kogl! Land 

were released to the Belg1a.o. Art Miss on atMlohine tools"identi'fied as belonging to ex-ene.cn,y Art Colleotive Center in Mlnioh.nationals or United Nations nationals will be retained 
under Property Control until such time 
rightfUl owners may. be made. ' 

One freight car _load of dental equip.m.ent, one freIght 
oar load of, fire-fighting equipment, and one painting, were 

_returned from. Upper AUstria to a representative of the 
SALE ,01 DE.TERlOBATlNG .GERMAN ~S Czechoslovak Govern.m.ent • 

At tAe oessation ot hostilities, in 1945, 

Germall buildings end lI!.1.n1ng tirma pertoJm1ng war oontraots, 

in .wstrJ.a abandoned their bl1s1nesses, equipmant, and con
 Three,freight car loads of valuable paintings lootedstruotion materials end fled th,e country. ,!. the Gemans in Franoe during the war and reoovered fromtbe oanpanies have, in most the Alt Alissee Salt Mine in lan.d Upper
equip.m.ent and mater1al has been placed under property con :atris were released to a French Art l\I1ssion at the U.S.
trol by the U.S. Government. Collecting Center in :t4udoh; While one painting \ms re
io:rat1ns while the equipment and materials are needed in French art expert at salzburg. In addition,
the reconstruotion of the AUstrian eoono/ll1. or vehicles of·French origin were restored from'the
received for oonvert1ns these asseta into casll 8lld, the Zone dUring JanuaJ'Y. ' 
AUStrian Govern.m.ent 

as trustee, in order to obtain the max' mum 

properties. 
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BurSTY: 
Restitutions to Hungary consisted of '2 passenger cars, 

2 trucks, 1 motorcyole and 2 horses. 

.-..-~:.-.-. -.-.- ._. --.. --'-"
'Ihr"ie valuable race horses which were the property of the 

Polisll state were released 1.11 Upper Austria to representatives
of tile Polish Goverrunen t • 

YUBoslavia: 

Restitutions to Yugoslavla ino~uded 2 llSssenger vehl01es 
former ly the »roperty ot the Yugoslav Government, and two oars 
loads ofhwsellold goods Whiell had been brought to the U.S; 
ZOne by AUstrlan Gendarmerie formerly on duty with the. Wehr
_.oM; i.l;l :t:.ugoE!.:layla. 

NEW C!..A..IMS FILED 

turing Je.i:tuary, 56-new olar- were reoeived; 15 
,and 14 tr.om Hu.t:tgar,y; the others were fairly equall;v d:jwlded 

amo.o.g Italy, Belgium, PolB..nd, Czechoslovakla and the SOv1et 
UA1on. 

Invest18'ltionB completed In January failed to SUbstantiate 
,8 claims. in that the property could not be located. or was 
found to be sltuated outSide the U.S. ZOne. 'DIese claims 
were·dro»ped. 

_'DIe great collections,of art objects recovered .in the " 
U.S.' ZOne had been returned almost completely to their olaim..; 
ants as' Of 31 January., 'DIe soattered remnants have been placed
in collllOtlng points at Linz and Salzburg so that Ident1tying
agencies .1JJIJ:f emmine.them convanlently:. Investigation of . 
cJ.a.1ma Oll. file coiltlnues. . 

HIlNGARIANClAIM FOR ~O!OOO HORSES' 

The ~lan Restitution Mission filed a olaim ter tha 
return of 10,000 horses abandoned ,in AUstria When-the Hungarian 
Army was disarmed. The olaim was based upon the oontention 
that the horses were removed trom Hu.I:lgar,y u.nder orders 01' the 
Gema.n Wehrmaoht. 

There are many thousand horses ill Upper' Austria IIIld Land 
salzblLrg which were not there prior to th.ewar, and one 
Austrian o1.f10ial has stated that at least 30,000 were 
slaughtered: dlLring the winter 1946-1947 to provide food. 
These horses are In the hands of Austrian peasant farmers, 
.Ill8Jl.Y of whom have never .bad a horse or oD.l:r one horse before
the war. . . 
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The Austrians were asked to negotiate with tha Hungar1en 
Govertllllent on thls matter in the hope that a compromlse cou.ld 
be reached, cOlloerning the. .IlJllIIber. of horses which LlI1eht be re
tu:r.ned to HUllg1!l.l!'7. These negot1ations were notrruittul and 

'__1Il.aoe.ord8.!lQ.e_with_6Xisting.d1reotivas, -Rest itut1on~F1eld-Rep-----:---- ~,--'-
, . _. - restitut10n began locating the horses. 

, It 1s an easy matter to identify a HUngarian horse, for 
it is the pract10e in that country to have aregistr,ynUlllber 
branded OIl 1ts neak. , It is not, however, an eaey matter to 
persuade ,the Austrian farmers to give up their animals.' Con
sequently, the elected offloials of the Austrian Government,
hava been reluotant about the matter.· . 

. 
~ FOR .Im.IAN MOTOR \'EIi1CLEB 

nie Italian Government has llresanted a olaim for 'resti-' 
tut1cn of motor vehioles.· several thousand automobiles Of 
Italian manufacture are In the U.S. Zone of. Austrla. Inves~ 
tigations are now be1ng conducted to determine how mallf of 
'these vsll10les were 'brought 1nto Austria by the German Army 
tram Ital¥ as loot. Those·found-in thier'categor,y w1ll be 
subJeot ..to restltution to the Its.l.1an Government. .:1': 

! 

P.RO~ CONTROL AC'.l!IV:I1'IES I 

!e
Thirteen additional former German-owned or partially . 

:rman-Ow:ti.ed' proP!lrt1es were transferred during January to . '!. 
t e Austr1en Federal Govsr.lllllent u..ader terms of the Trustee- 'Ii;. 

» Agreemaa.t. As of 31 January, 629 sUell properties had ,i,' 
beeD. integrated into the Austrian. economy for the purllOse ; 'j'.'
of assisting in the economic recovery of the country. ' , / 

. . . :0 
ElY transferr1JJ.g resllOns1bll1tyfor admlnistrationover i I>. 

csrtain oategories of pro.PBrtlesto the Austrian Govem.meilt, :1.. 
ths duties of Property Control Officers have been changed! ,; 
frO!!! direct .Ill8Jl.agemaa.t to superv1sion, ooordination and . j! 'i 
liaisoo with the respons1ble Div1.S1cns w1thin the Austrian i)
Federal .M1n1str,y for ProPerty Control and 'EconOmic Planning. Ii,F 
4s ot January1948,Property Control orfloers were acting ii,1'
in.an adVisory oallSoity. to the Austr1en Federal.Go1'erLllllent iii:: 
agenoies, adJn1n.istering. and oontrolllng 3,158 properties. Il:!1' 
T.b.sre still re.aai.o.ed 269 properrtiell Ullder U.s. property !fli 
CCntrol. nus number, however, will be reduced further In. hi;
the near future by outright release to the Austr1en auth- 'ii I 
Crit1ea. ~bles 1 and 2 reflect the property control 1+ 
.statistioal posltion, at the and o~ January 1948. 1J.i 

'l'liantY-OAe. new oJ.aj,ms to' :p'roparty interests 1n Austria liW 
Wel:'e reOeived tram U.S. ol.a1mail.ts and were filed w1th the j!lii
~stl'1a.a. Federal Gover.tI.mBA.t for adJudioation under Austrian it: 
.....stitUt1oA Laws. A ·total of ,1,364 suell cla 1mB have been i,!,
tils4 u of 31 Ja.n.uary~gSju!as.es_theS!il31a1mB_represeAt_"___'-/!!il"'-___~ 

- . . Jlli,
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This case illustrates at least two important ways 'in which r-A ,DIFFERENCE IN SOVIET AND U.S. POLICY U.S. af1,d Soviet pOlioies affecting German External Assets 

difter. First. th'e U.S. policy is that there shall be no ,----~-'---,-,---- -~ 


An investigation into the ownership ot AEG Union, Elektri-' ____ ~'___physical-removals-,Qf-German':"ABset's -from--Austrla.'---Instead;-- - --,-  C\lz.1 taets Gesellschatt__QLYienna_begun _by_the_U.S._German_Exter- 'I .
'--nal-As-s-et'sBr-ancli-tor the purpose of determining the extent ot 

German participation also, revealed an example of the differences 
in treatment accorded Austrian industries by the Soviet and U.S. 

, Forces. i 
I 

AEG Vienna ,specialized in the manufacture of'generators,' Imotors, transtormers, electric locomotives, switch gear, heat
ing and cooking apparatus, electric furnaces, and welding , 

'equipment. Before the war, it was one of the three 'principal I,electric equipment produce~rs in Austria, and its output"was ' 
important in the Austrian economy. 

In 1938 phe'companymaIntained its, he~d',off1ce and main 

factorie~ in the 21st' and 22nd~Districts of,Vienna (now'Soviet 


, ,controlled I•. ,Subsequently its principal office' and warehouse 
wer~ located in the third District of Vienna (now British con
tro,lled I,. end l t I).ad engineering otfices in Llnz and Salzburg. 

The, investigation revealed that at the t'tme'ot the An-, 

schluss 85% ot the share capital of the AEG Vienna was owned 

by Allgemeine Elektrizitaets Gesellschaft Berlin. The lnvesti 


,gation 'also revealed that the International General Electrlc 
Company of New York in 1938 owned 25% ot the ,share capital ot 

,the Berlin corporation. Thus it appears that the ultimate 

beneficial ownership of tlie Vienna corporatioll was' approximate

ly 64% German and 21% American. 


During the war, the capitalization of both the Vienna and 
'Berlin companies was expanded but no American t'unds were' added,. 
Consequently, the American interest in the Berlin corporation 
was reduced to,less than 18%. The Berlin interest in the ' 

Vienna, corporati'on was increased, to 99% and'by the end ot the 

war AEG Vienna was attected with ultimate beneficial interest 

approximately 18% American and 81%'Ger~an. - 

The company's property in the 21st and 22nd District of 
Vienna was damaged by bombing. At the time there were 928 
mechines in two factories having a value of $3,000,000"
measured at present replacement cost. The tools and equipment 
which were removed had a similar value of $2,000,000. In the 
first days of the occupation, sll machinery and 'a large part

of the tools and equipment of the factories were taken away

while the Soviet Army remained in control. Its location is' 
 .not now known to the, management. 

AEG Vienna no longer has possession of the plants in the 
21st and 22nd Districts. They were seized by 'the Soviet and 

are now controlled by the Administration for' Soviet Property

in Eastern Austria {USIAI. AEG 'Vienna's main office and a 

repair shop are presently housed in the building sittlated in 

the British Zone. The engineerinR offices and repair shops 
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manutaoturing plants and other types of assets are to be kept
intact and ,operatIng, to, produoe goods needed in the Austrian 

economy. 


The seoond point of difference in polioy oonoerns the 

ul timate beneficial ownership of the AEG Vienna property.,

As in this case, a large part or all of the stock of many

Austrian corporationa is owned by corporations located in 

Gemany. The U.S. polioy seeks to pierce the veil of cor

porate ownership and to determine the ultimate owner. In'tbis 

case it would have been thought that the 18% American partioi

pa~iop j;jlrough Am" Berlin_should be exemp_ted -froil!' repal'ot.ion ,


'claims. 'Th'e Soviet Element generally has declined to look tc
yond the oorporate record' of immediate ownersh.1p' of sh'ar,es in, 
~he Austrian oorporations; and'in this'oase; to date; no pro
visi,ons have been announced conoerning the 18%, Amerioan bene
fioial ownership of these 928 maohines. the, equipment ,and the 
tools removed frOlll these raotories. ' 

, Investigations were oomple"Eed and reports prepared in 

conneotion with nine additional enterprises, having or sus

pected of having ,a German Interest. These enterprises in

cluded building, contraotors, tile manufacturing, and a'housing

project. It was determined that theSe companies each had 

various degrees ot German ownership. 


,RESTITUTION 

RESTITUTION CLAIMS PERIOD EXTENDED 

A,proposal of the Austrian Federal Ministry for Property

Control ahd Eoonomic Planning to extend the period for filing,

restitution claims under the first, second and third Austrian 

Restitution Laws to 31 December 1948 beoame effeotive in 

February. Originally the period for filing would have ex

pired ,on 31 March 1948. 


The proposal was embodied in an Ordinance submitted to 
the Allied Council in January 1948. The, French and Soviet 

members withheld their approval of the Ordinance and therefore 

the effective date of promulgation ,was delayed until February. 


, The tirst re3titution law of 26 July 1946 provides that 

property exprdpriated by the German Reich for raCial, national 

or other reasons may be returned to the rightful owner'before 

expropriation, or to'his heirs., To date apprOXimately 4250 

claims have b,e,en_flled_and_2730-have-been-aoted-upon;- There---------- 

, 

http:ownersh.1p


a. D. & R. RESTITUTION 

The second restitution law provides tor restitution to 
the rightful owner 01' property expropriated under racial or _____ 
national lawa- which had pJls3!.ed_ to_the Austrian-GOvernmeiit- 

-rrom-the-National:so:ziiilistische Deutsche ..ybeiterPartei (NSDAPI
and 1'rom certain Nazi party members and certain_ war criminals. 
Under this law 145 claims have_ been f',lled, 100 have been 
_acted upon and 45 remain·to be processed. 

The third restitution law provides tor the restitution or 
proparty which was acquired by 1'orce or duress, with or with
out compensation, by persons, natural or Juridical,other than 
the German Reich. One or the principal- actions under this law 
is 1'or the relie1' 01' persons whose property was "4ryauized"; 
e.g., Jewish persons who· were depri~ed or their property by
Nazis either through 1'orce or p_I:etense- or purohase. This l-aw- 
authorizes extra-Judiclal_-:-settlement between the claimant and 
the "Aryanizer". - Only 529 cases were handl:ed-by-the_Restitu
tion- Commission by December -)1,_ 1947.- Many hundred oases ' 
appa_rsntly have been settled without resort to judicial action. 

The deoision to xt'end -the period-tor riling restitution 
claims gives further protection to those persona who have not 
yet been able to comply with requirements or the three resti 
tution laws. . 

The applioations are heard and acted upon' by appropriate
legal and administrative authorities or the Austrian Federal 
Government~ 

RESTITUTION OJ'LOOTED PROPERTY 

New olaims received trom Allied and ex-enemy nat10ns 
totaled 164. 01' these 117,were Italian and the remainder 
were received trom France, Belgium, Czechoslovakia, Poland, the~ 

_Netherlands, Hungary, YugoslaVia, Rumania and the ,Soviet Union.~ 
:_~- I, 

Atterthorough investigation it was tound necessary to:9-0)>< disapprove 49 claima. In most caSeS the property could not bex.nu::S located in the U.S. Zone; while in other cases claimant coun
tries could not substantiate the olaims. 

Resti tu tions', completed during -February numbered )1, re

quiring 1'or shipment ot: thls property 44 carloads 01' treigllt 


'\ having a value estimated at $264,200. _Total deliveries to date 

amount to approximately 2511 oarloads having a value estlmated 

at $169,266,000. ' 


Restitutions 'were made to claimant nations as tollows: 
'1 Austria: 

One oil-palnting on wood by Jan Gabriels Sonje and ident
_ itied as being part 01' the c,ontiscated-art-col-lection-ot-d~an=-----;; 


~: 

Restitutions to France 
misoellaneous Silk, wool and 

POland: 

Twenty-nine paintings,
large. collection 01' 

.•__Engel-01'-V1enna, was--E.ell!,a.sed to_the JI..ustrian -Buudesdenloiialamt, , 

-VIM·en wH'1 handlEf--the internal restitution to the heirs or Mr. 

Engel. 
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Belgium: 
'-----~ 

------
_~__,-O~-

C\t 

~~--- Tblity-three tiles 01' historical documents 01' Austrian: 
Infantry Regiment No. 42, dating trom the 17th century, which 
were taken trom BelgiUm during the First World War by the _ 
Germans, returned to Belgium under the Treaty 01' St. Germain, 
and relocated by the Germans -during World War II to the 
Austrian State Archives, Vienna, were released to the repre
sentative or the Belgium Gov~rnment. 

~:. 

Seventeen Bungarian restitutions, baving a value _esti 
mated at $56,000-, were,completed during the month.· The prop

. erty released included 44 horses, 6 motor, vehioles and one 
trailer with miscellaneous -au tomotive spare -parts.,' 6 type-
writers and- various ottice-machinery and equipment, miscella
neous scientitic material, and some personal property. ' 

Italy 

The Italian Restitution Mission oompleted loading and 
shipping refinery equipment trom the oil retinery site at 
Ebensee. Sixty-one treight- carloads, tormerly the property 
01' the Azienda· Nazionale Idrogenadone Combust1bili 01' 
Livorno, were returned to Italy. In addition, 9 carloads 01' 

, miscellaneous' property were released to Italy 1'rom Linz and 
Salzburg, having -a. value 01' tlOO,OOO. This included 50 tons 
01' asbes~os material, machine tools, Pumps, pipes and pipe
tittings, 10 oases 01' welding transtormers, 6 cases 01' .elec
trical measuring sets, and one air compressor with trio trans-
1'ormers. 

Yugoslavia: 

Thirteen tlasks containing mercury; and one milling
machine were returned to the Yugoslav Government. 

Czeohoslovakia: 

One Danube river boat, 7 tank cars, and 
roller were released-trom Upper Austria to a 
01' the Czechoslovak Government. 

one steam _ 
representative 

were one treight carload 01' 
cotton mater~al. 

2 maohine tools, 50 tile stoves, ___~__---------~----------------~----------------------------~~----
hand tools, and 4 antlq~~apons_were-

-U~S;.-Zone-(jt-Vi]:nn~ and Upper 

i 
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Ht:.STITUTION 

Rumania: 
~ 

'Restitutions to Rumania, consisted, of 2 carlosds of'rn~ 
dustrial and office equipment, including 4 llli1l1ng machinea.":"c_, 
lOelectric_mo,tors ,,-5 ~typewriters,--one' truck -and-:)t;' c'Elsee "of> 

-miscellaneous hand tools.,' , , ' , 

Un1 ted Nations: 


Three typewriters, property of the, International 

Forestry Center, were released to a r~presentatlve of the 

Uni ted Nations at S,:,lzburg. 


PROPERTY' CONTROL 

:PROPERTY CONTROL ACTIVITIES' 

, A project was completed to, notify liiilted Nations,' , 
nationals that their property, formerly unde'r U.S" Mllita,ry
Government control, hes been released 'to ,the, controL all,d 'a,d-, 
lllin,1strlltlon of the Austrian Federal Government, through th!l 
Mini stry for Property 'Control and Economic Planning. 'The, ' 

, Austrian Government assUJ1led responai\)11i ty of llrotecting and 
safeguarding thi s property. pending restoration to the , :' 
former owner or his agent. Under this category of properties, 
296 such cases were hendled,; , 

Eight new claims to ,property interests ,in' Austrie were~ 
'received during February. the smallest number received in any 
one month to date, ,A total' of 1:372 such' claims was filed with 
the Austrian Fe,deral Government for adjudication under Aus- ' 
trian restitution laws. A majority of ,the c",ses flledfall 
within provisions of the first 'three restitution laws and 
adjudication of the claims is in process through j;he Austrian 
oourts. 

The program for transferring responsibility for direot 
administration to the 'Austrian Federal Government for former 
German or partially German-owned enterprises in the U. S. Zone, 
of Occupation was near,oompletion. The transfer of, three " 
enterprises 1n February brings the 'total nUJ1lber tran'sferred 
to the Austrian Government to' 6)6 properties,' There remained 
only 15 former German-qwned, or partially Gennan-owned proper
ties under U.S. Property Control. These cases are being re
viewed to determine whether they may be turned over to the 
Austrian Government at an early'date. There alsO,remained' 
36 miscellaneous property i,tems which were being investIgated 
to determine the possibility of restitution 'or outright,re
lease to the Austrian Federal Goyernment. 
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" The tenth ~d l.ast sM.Pment_of~inl~oellan~ous'1ilildeIltfFi;a:-
lo():~~q_property-has"beelfmade ..fl'Oll1, ,tb.e ,Property Control ware

-~ '-nouse a,t Salzburg t,o the Preparatory,Oollllllittee, ,International 
Refugee, O:t:ganization," ,Rece,ipt and appraisal t:()rma were 
signed by"POlRO accepting, responsiblli tY,t'orreaUz.ation (If, • 

•,thisunldentifled"'loot. The proceeds will be 'used bytliein in 
the furtherance "of' their work., ' , ' " " ' ,,~ " . ' ~, ".:. ~,",-:.; : 

SALE OF, BLAST FURNACES 

, ' AproP,osal, f,or s~le of :2 8Urpl,US, blast-furuac('js owned, 

by tbe up.lt'ed ,Iron' end, Steel Works at, Linz totheCze,cho- " 

slovhlt 'Goyernment ,was still under conaideration. 'At ,the, end 

,of~he month the:eontr.Elct had not' y~t 'been flilall'Y approved.,' 

"~; 

,.,. QUADRIPARTITE ACTIVITY 

qUADRIPARTITE ACTIVITIES 

'One, meeting of" the Reparations, Deliveries and 

Restitution Directorate wBslleld' in, Februari~ , 'A prapo'sal to 

authorlzethe Transportatio'n PiviB;ioil to in~truot ,the 

Auetrlan National Ra11!Vaysto return, to France certain pri 

vately owned ra,ilway wagons whi,ch were' loo.f;ed fram France was 

the prinoipal ,item of business. ,The four' ';>owers agreed to 

the proposition that the wagons should be returned~ 'there was 


" 
" 

_0.. ,-'-'-- 

.." 

:) 


disagreement over the specific terminology in ,Which the matter" 
was, to be stated., 'The U.S" Bi"itish 'and French El,E!IIlen:ta con., , 
curred in the proposal to inst,ruct the Austrian, F!l,derslRall 
roads to releaSe tll,e wagons, but the, SOviet member ill,sisted, , 
that the execution of the matter be ,placed ,in, the hands of the 
Rlgb Commissioner 'of each ZOne of Oocupatlon. 'Tbe matter was 
placed on ,the agenda for the, first Executive (1omndtteemeetlng'
in March. 
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Restitution 1I!l8 made to v8..l.'ious olaimant nations, as 
tollows:' ' 

Austria, : 

Art ob3eots. inoludine paintings, antique jewelry, books, 

and1'urnish1ags (1•.14 items) 1'rom oonfisoated Austrian colleo-' ' 

tions, est1ll1ated at .2,000,000, were returned 1'rom tha Art 

Colleotion Center, in Munich and released to the Austrian Gov

er.l1ll1ent 0.11'16 Maroh. Bignty-seven 01' these items represented' 

a restitution 1'rom the' 11.S. Zone at Germany to Austria. 


Czeohoslovakia : 

~estitutions' to the Czeoh08lovak'Gover.l1ll1ent inoluded )8
paintings and 9 photographs which were lett at Kre=smuenster 
Monastery, Land 11pper Austria. by Czeoh 1'am11ies living there 
during the, war. • 

Franoe: 

Eight Magdeburg lathes, valued at $50,000, whioh were re

located, to the Iron and Steel Works at L1nz. were released to 

the representative 01' the Frenoh Government. 


Hungary:, 

Fourteen Hungarian restitUtions, estimated at -$24.400, 
,were oompleted during 'the'month. The released property con
sisted 01' 28 motor vehioles, quantities of scient11'io instru
meat EUllld_t,e,chnical".books ,_30_complete-used-telephones ,.-and------,,-- 
'.II!!so.ellaneoue ,ottioe, equip!!ent And-documents. . ' 
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The Netherlands: 

Restitutions to theR'etherlanda consisted at seven boats 

and a luge quantity oteleotrical' eqUipment which had been ' 

relocated to the Branoh-Establishment.Ried ot.the.Frauennot· 

·Inst'~tute.' . j 

Polend:· 

81:1; restitutions, having a value estimated at $38,600, 

were mai(le to the 'Polish Government. The property oonsisted 


·01' 5 automatio pr~sses, one electrio motor, ,three gri.oding

machines, one lathe, one welding gas developer and two paint

'ings. 


YUfjoslayia: 

Three restitutions to Yugoslavia oonsisted 01' two motor 

vehioles, one telegraph machine "Siemens-Schuokert" and'one 

station seleotor.. ' 


GERMAN EXTERNAL ASSETS 

THE CASE 011' THE MISSING DOLLAR BONDS 

An investigation was conduoted tadetermine the possible

looation 01' be8..l.'er dol18..l.' bonds issued by a 'l'yrolian water 

power oompany known as TIWAG. This oanpany is one 01' the . 

largest 'suppliers 01' electrio power in AUstria, with itsllIII.in ' 

'oftioe at Innsbruok in tba Frenoh Zone. '.; The control 01' TIWAG 

passed 1'rom the oity at Innsbruck and the Land 'l'yI'()1 to the 

Alpen Eleotro Company in 1938, after the Anschluss. Control 01' 

Alpen Electro Company was seized by the Germans during the 

annexation 01' Austria. . 


In 1925 and' 1927 TIWAG issued bond" payable in U.S. dollars 
in the aggregate prinoipal SUlll 01' $6,000,000. The bonds were 
bearer bonds and were seoured by mortgages on the property 01' 
TIWAG_en.d_the New.J'ork-:.'l'l'ust_Company.,_R'ew_York ,_was.llIII.de_a_~'-------' 

---trustee tor. !.Ile ..:9.ond_holders. :JJnder_.tbe terJ!l!il_ of', the·,trust 
agreement amortization payments were to commence on the 1925 
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.llIlI::GENERAL ( 
", ' ' " Property ot' Ital1.an origin, valued at .165,000, wb.1ch 

New ola.ims reoeive~ t'rom,Allied and ex",qeDQTnations I , b8d beeJ1, relocated to tlle_~Ir.on_and_Steel_Works_at_L1nz,_was _____~ 
_,totaled-l66.- -Of-tllese-102·were-ltal1.an-claims-tor-indus1;r1.a-l--------\-----· -:released-t'o tile representat1ve ot tile Italian 'Government. 

equipment',inoluding maolline tools a Oil electrical e,quipment, I The released property oonsisted ot approx1matel,y 600 tons ot , 
and the ,remainder were reo,eived trom Austria, BelgiWII., CZ,eoho- I m1scellaneo\lS mater1.als and equip/llant ot S1emans-Kartin tur- : 
slovakia; Franoe, Hungary, the Netherlands, Poland, and Yugo- mol's, '11,. t'reigb.t oarlnads ot t1re-br1oks, la.rge quantities at 

slav~. " , ' I iron pipes" plates and t1ttings trom blast t'umaoes and one 


, ' two-oolumn planing maohine. 

Tllirty-one ola1m!l,were disallowed becauae ,invest!,gation I ' 


revealed that tile ola.ims,d, property oould not be located in the The Netp.er!ands:

U.S, Zone, had been:re/lloved"to another zone' ot, ocoupation', was' " 
a dupl1cation ot cine already t'Ued, or the ola1maJlt I18.t~on . 
oould not f'urn1sh surr10ientproat to ,substantiate tbe c1l11111. I 

- I . 

. ~ • - _. ae equipllent. and. docll!!!euts. 
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. l!'Orty~s1x .restitutions werBC ompleted dur ing ·the, /IIontb..' ',Onehuridred and thlrtY'"seven, t'reight oarloads' ot property , 
we~e returned -to tb.e ola1llui.nt nations; having a vallie estimated , ,/-at .2;315.900.'- Totf!,l del1veries 'to' date-aIllOl.Ult toapl?roximate-'
ly 26)) freight carlo,ads', having a value estimated at ,,191,582,100. 

Of- tD.e 1510 outstanding claims 0.11. whicb. investigations'a-re 
oontinuing, ,726 are Hw1garian ola1a!s, 249_Italian, and 182 are 
l!'renoh. 

·Restitution waS made to various ola1malit nations as 
t'ollows: 

Austria:' 

Art obJeots, inolUd1n$ paintings, antique Jewelry, books, 

and t'urnish1Dgs (414 it81118) t'rolll cont1.acated, Austrian·collec~ 

tions,estimated at'.2,ooO,000, were returned trom tb.e Art 

(lolleotion Center ,in Municb. and released to the Austrian Gov

ernment 0.11. 16 Maroh. Eighty-sevan ot tb.ese it81118 represented 

a restitution t'rom. the U.S. Zone at Germany to Austria. 


Czeob.oslovakia: 

~estltutlons' to the Czechoslovak Governaent inoluded 38 

paintlnga and 9'photographs whiob. were lett at KrelllSllluenster, 

Monastery, Land Upper Austria, by Czeoh tamilies living tD.ere 

during tb.e, war. ' 


Franoe: 

Elght Magdeburg la.th~s, valued at .50,000, whiob. were re

located to the Iron and Steel Works at LiIlz, were released to 

the represantatlve ot' the !ranch Government. 


Hunge.a:_ 

Fourteen Hl.Ulgarian restitutlons, estimated at $24,400, 
,were cOlllpleted durlligt1le ,month. Tb.e released property con
slsted ot' 28 motor vehicles, quantities of scient1t'io instru
,lIIIiIllt,s_and_t,echnical_books~_30_colllplete-used-telepllones ,-and~------

Restitut10ns to the- Netherlands oons1sted at seven boats 
and a large qUlUltity ot eleotrical equipment wllich had been 
reloca~ed ,to the, Br~h-E~ab;t_isbllle!lt ,!lied ot the Frauenbot' 
,In~t1tute. 

Polend: 

Six restitutions, ,having a value estimated at $38,600, 
Were made to tb.e Pollsb. Governlllllnt, Tile property oons,1sted 
ot 5 autCllllatio pr~sses, one electr10 IIIOtor, ,three grinding " 
maohines, one lathe, one welding gas developer and two paint
ings. 

YUPjoslavill,: 

Three restitutions to Yugoslavia consisted of two motor 
vehioles, one telegraph macD.1ne "Slemens-Schuckert" and'one 
station seleotor,. ' 

OERMANEXTERNAL ASSETS 

THE CASE OF THE MISSING DOLLAR BONDS 

An investigation was oonducted ~o '-determine tb.e possible
location ot' bearer dollar bonds issued by a TyrollllO water ' 
power, cOIIIPIlOY known as TIWAG. This ocmpeny. ls one ot' t'b.e 
largest suppliers ot eleotric'power 3,n, Austria, witll its main' 
ot'flce at Innsbruck in tbe Frenoh Zone. 'The control ot' TIWAG 
passed t'rom tile olty or Innsbruokand the Land Tyrol to tb.e 
Alpen Eleotro Company'in'1938. atter tb.e Anschluss. Control ot' 
Alpen Eleotro Company was seized by the Germans during tb.e 
annexation ot Austr1.a. - ' 

In 1925 and 1927 TIWAG issued bonds pa,ablein U.S., dollars 
in tb.e aggregate princlpal sum ot' $6,000,000. Tile bonds were 
bearer bonds and were secured by mortgages on tile property ot
TIWAG and the New York Trust Company, New York, W8S made .El,.,-

-~~--trlist-ee-fortb.eijond-b.olders. Unilei' §he ,termSof_t4e~trust _ 
agreeme.nt~amort-izatlon payments were to oommence on tile 1925 
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bond Issue on 1 OO~ober 1928 and o.u ~he 1927 ,Issue, on 1 Ju.ly 

1929. AU amor~lza~ion payments :were mado',1n ,dollar8by~lie


' company up to the ~1ma ot~he annemtlo~of.Aust.r.1a. ' 


, In 1934 TIWAa otf~red to ~XCh8.Qgethedoilli,bi)nd8 tor,.. __ _
AUB~rla.n-Sob1l_ling boJids-toAus~r1aJ:cbOlders?o:o:"an'a.t~ractlve 

basis.' J.fany of the AUs~rlanholderl3ac'oept'e,d'~,.ti1s",otfer. ,The 

holders s,urrendered their dollar bondS ~o tll~ 0 (lIDpant: end re- , 

oe1ved new bonds payable, In Schillings•••It 1I8.sagreed:tha~ the 

surrendered dollar bo.udswould not be oancelled, but would ,be

held as OOlla~eral seourl~y farthenew'SI.)!i1p1li8bo.uds~ 'A 

s1milar plan was pu~ Into etteo~ in ,1939, regardi,.o.g the . German 

owners and the new-bonds were payable~ ~manRel~siziarla.i." 

During the, war the doUarbo.ud8were;.(I'1e.ll~~lly deposl~ed with 


, the Relchsbank In Berlin and Its branChes /itV1e.iula; The com

pany r,etired Its' Sohllling andRl!i1oll8Wk ,bo.nilB In' fuli' 'and 

became eiltl~led to oanoella~lonot Its original dollar.b()nds~

These.bOnds ware, not submit~ed to'~he' trus~ee far canoellatlon' beoause of ~he war. " , , , 

'A~ ~heend of the war V~lous"sec~1tle8 : including ~hese 
dollar bonds were removed from the vaul~s' of :the,' bank at ,Vienna .I. 
and are missing frOlll the bank a~Berlln.:The, iDVest1gatlon ,lri  J 

'dloated ~hat dollar bonds In ,the, prlnolpa,Fa.inoun~ ,of'S 2;772,800 
,were depOSited In the various banks and arenOlf'missing.Tha ' 

J 
, balance of the bonds has been re~ired or Is held by iI.nkliown" I 

OIfners in various parts of ~he world. ' f 
, TIWAG has filed an aotlon In ~he Aus,tr1aJ:l oour~s to have 
the lost dollar bonds declared null 8.IId vold. I 
HoUSING CON'l'RACTC&S 

, 
,Investigations were oompletedand reports 'Prepared In oon i 

n,ectio.u with' 13 addl~lons.l' en~erprises hav Ing or suspected of 
having a Germanlnteres~.' Four of these Inves~1gatlona Involved I 
housing proJeotSand foUr of,~hem building ,oo.utraotors. The 
lattel' were In most Instanoes 'lO~ German-OIfned arid the hoUSing'
proJec~s, although In ,SOlll8 cases partly OWDed by AuStrian. com
panies, were bull~ wl~h money advanoed by Gelm8Jl. banke. These 
advances were secured by real es~ate, mortgages •. Semperlt, GWIIIIIl
_rll:e, the large,s~ Aus~rlanmanutac~urer of rubbe,l' produc~s, , 
whose 'prlnolpal plants are 1 oca~ed in ~ll8Sovle~ Zone, was also .'the subJeot o~ Inve$~1gatlon. 

NegotlatlonShave'been,oarr1ed on 'with the Austrian Govern-' 
ment far ~he sale of GerllBn, asse~s which are de~erlora~1ng. ,A. 
plan.for the sale ,of these assets was prepared by 1;he AUStrian 
Gov:er.i1nEn~. A trlll\sfer of these asset's ~o private owners· will: 
allow ~hem ~o be used more effectively In the AuS~rlan 'econ~. 

------------------~, 
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I" WEHRMACHT PROPERTY FINDINGS 
e> 

A de~alleds~ey was cOmpleted of all Webrmaoht (German C\JArmyi owned housing property In Upper Aus~la. , This ~ype of:, , 
proper~¥-was~'zfeve:r-und:er-forliilil-Mll:i~iiry-l?-0verwnent- propert't-'-'-----,----~----

oontrol. I~ Is oon~empla~ed ~ha~ a release of ~his property' ., 
will De made ~o ~he AustrlanFederalGovernmen~.- ,Suoh' release, 
,however, will be made wltbcertain'reservatlons and the'Austrlan 

Government will be held aooountable for the best utilization of 

this property wi~hln ~he A.ustr1an,econ~. Due to ~he physical 

nature of ~hls type of 'German asset, it is fel~' ~hat this prop
er~y, In l~s present form, Is not sUUab1e for reparat i.on pur
poses. " ' 

Several bar~er '~ansaotlons between Trusteesbip firma,lo
oated in the U.S. Zone of Austria were, authorized during the 

"mon~h-. The 'items to be exohanged' were stated to be of equal 
,value, TheJ;'ef9l'e, ',the, transactions, wQuld not. rElsul~ In s"dlm

.. Inu~ion of the assets of ~he partiCipating firms. 

FLAT PLATE TO RELIEVE SHORTAGE 

On 25 March authorization was granted one of the Trustee

ship firms to use In Its normal oourse of business ,1500 tons of 

fla~ pla~e steel beld in s~orage, 'pending a determination of 

Its ownership. An investigation was conducted snd i~ wss de

~ermined ~hat ~he claimai1~·firmwas the rightful owner; In 

view of the serious shortage In Austria of this type of steel 

and the shor~age of ~he necessary raw materials needed'to pr'o

cess ~hls quantity of steel plate, this ~1mely release will 

grea~ly assist 'industries In the, U.S.-Zone which have besa'ln, 

need ,of fla~ plate s~eel. 


HOUSING PROncT 

The Unl~ed ,Iron and Steel Works, one of the'Trusteeshlp'

firms, reoelved au~horlty ,to prooeed,wlth tbeir plans of ao

qUiring part of the asse~s of Gemelnnuetzlge Sledlungs- ' 

genossenaohaf~ Neue He1mst (Communl~y Rousing ProJect), L1nz, 

also one of ~he Trus~eeshlp fi~s, and the se~~ing up of a 

'l1m1~ed company by Unl~ed Iro.u and steel Works, which will be 
known as "Gemelnnue~z1ge Wohnurigs G.m.b.H." TblslllOV'e w111 ' 
assls~ ~he UD.l~ed Iron and Steel Works In, par~lally solv ing ~be 
bousing problem of ~beir workers, who at presen~' number apprax
1ma~ely 9000 workers and employees. The plan also calls for , 
~be oompletlon of 188 fla~s and,220 single rooms far bachelors. 
The founda~lon for~his cons~ruc~lo.u was cOlllple~ed before ~be' 
end of the war bu~s1nce'tha~ ~1ma no work has been done. , 
Au~horlty granted,under this au~horization was wi~b the under
standing ~ba~ the new firm, after Its orge,nlza~ion, will be 
placed under the Trusteeship ,Agreeinent. The financial outlay
Involved will approx1ms~e 22,009,000 schillings. 

' . --~----------------~---------------------------------------------------------------
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-"oompany"uP-to-the-t1me· ot-:tbe"aD.J:lelratio~-:ot~A1l.8,tr1ii., ., " , 

In 19.34 TIWAG ottered to eXChange,t~ d,oii~rJ,bQ,D.dS tor . 
Austrian ,Soh111i.Qg bonds to Austrian holders'.on,:a1i,attraotive 
basis. PlanI of the AUstrian holderllacoepted:tliis otfer. The' 
holders'surrendered their dollar boild,,' ,to th~i:ocimp8nl;8cd re-, 
ceived nell bonds pafable, i.Q BoJiill.lD.as.'It'was',agreed'that, the 
surrendered dollar bonds woUld l1ottie':cancelled liut'wouldl:ie 
held as Collateral seouritl for,then,eir' Soii1il1!i8 ,bonds,~ , A ' , 
s1m1l.ar plan was put i.Qto etreot 111:19.39, regardiitS, the ;German 
owners and the new'bOlids ware palllble,1Ii QermanR81cliiiLriarkS. 
During the, war the dOllar bonds w,er,e'e:v:entUllll1 depcelte~ with 
~he, Reichsbank in Berli.Q :and-its bJ:otuiohEis:at:V1e.i:loa:~:: The', ,CoIII:-'
pany retired its Schilling a.a4 Reichslliark ~boi:lds, ,tn' .rull~ and, ' 
beoa.meentitled,to cancellation Of its,original', dolJ.ar'bondS~, 
These 'bollds:',ware notsllbmittoo' to 'tbe, , truatee for 'cancellation
beoause of the war. ' , ' " " , , 

At the elld' of the WIU* various 's'eollrit.ias :1nclud1ngthese ' 
" dollar bonds were remDved from the vaults of ,tbe' bank at VielLila 

and are missing from the bank at Berli.Q.:The:1aVestigation in
dicated that dollar 'bonds in the pr1noipa.liimoUl!t:,or""S, 2~772,800, 
were, depos ited i.Q the varioUs banks and are ilow'mlS'si.ng. The 

, balance of the bonds has been retired or is held' bl ll.Il.kIiown' 
OWners in. various parts of the world. . 

'1:'" TIWAG has fUed an aotion i.Q the AustriancoUl'ts.to bave 
the lost dollar bonds declared null and void." 
HoUSINGCONTRAcTCIlB~iA 

,Investigat'ions WElre completed and repOr,ts, Prepared i.Q oonci~ neotion with 1.3 additiollE!-l enterprises having or Suspeoted of 
,having a German interest.: !Pour of these, investigations involved 
housing,proJeots,and foUr of',them buUd.lD.a,oontraotors.The 
latter were in most instances' 10~ German-owned 'arid the' hoUSing 

~~ ¥\~ 
~ ~

~ 

prOjeots, although in some C8.ses partl, Ol!l!1ed by AuStrian oom

'~- panies, were bul1t with monel advanoed bl Ge.anan banks. These 


:!)-(J)x advances ware secured bl real estate mDrtgages. Semperit Gummi-,'
c: == 0 werke" the largest AI1strianmanllfactllrer of rubber prOducts, ' .1:: W u. CO, whosep:rinoipal plants are looated in the Soviet Zone, was also 
the sllbj",ct of ,investJgation. , ' , 

. Negotiations have been oarried on with the. Austrian Govern
' ment for the sale, of Germn, assets which are deteriorat'ing. 'A 
plan tor the sale ',of these assets was, preparedb, too, Awitrian 
,Gover.!II!Bnt. A transfer ot these assets to private ownersw111, 

,.allow them ,to be used mDl'e effectivell in the AllStrian. economy. 

_~______~---'~_._~~~___~_~__~~I. 
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bond issue on 1 Ootoberl928 and on the, 1927i8sue:on 1 JuJ.,y 
1929. AU amortization payments were ma!le',i.Q,dol,lars ,~y~th!,__~ WEHRMACHT PROPERTY FINDINGS' 

" -~. ~. ----~------ - 
, Adetalled Slll-vey -ws:s oOmpleted of all Wehrmacht (German 

ArIll3'} owned hOUsing propert1" in Upper Auatria. '<This tlP,e of, 
property was never. under fOrmal Military Government property' 

,oontrol. It is, cont8lJ:iplated that a releaseo! this propertl
w111 be made to the Austrian Federal"Government.' Siloh re:+ease, 
however, w1l1be made with 'c.erta:in 'reservations and the Austrian 
Government will be held acoountable for the best utl1ization of 
this property within ~he Austrian econolll3'. Due to the ph,sical 
natlll'e or this t1Pe otGerms.lI: asset, ~t 111 felt that this prop"" 
ertY'in,its present, form, is not sllitable, for reparatl.on pur

, poses. ' . 

"Several bar.ter'transaotions between TrusteeShip firma 10
, cated' in, the U.S. Zone'ot Austria were allthorized dllring the

-- month. The item!! to be exchanged were statsd't'o be or~equal 
vaille. Theref9l'e, t~e transaotions wollld not resillt in a d1m~ 
inution of the assets ot the,partioipating fil'llls. 

FLAT PLATE TO REL:mv:E SHORTAGE 

On 25 March author1zation was granted one or tile Trllstee
ship firms to· use in its normal course of business 1500tQns of 
flat plate 'steel held in storage, pending a determination of 
its ownership. An investigation was oonducted and it was de
tel'lllined that the olaimant firm was the rightful owner •. In 
vie:w of the seriolls shortage in AIlstrla of this t,pe of steel, 

',and too shortage of theneceSS8l'1 raw materials needed to pro- . 
cess this qlla.t\tity of steel plate, this timell release will 
grsatly assist 'industries in the U.S.' Zone whiCh have been in, 
need ot,flat plate steel. 

HOUSING PR01ECT 

The United Iron and Steel Works, ~ne or the TrusteeShip 
firms, reoeived authority to'prooeed with their plans of ac
quiring part of the assets of Geme1nnuetzige SiedlWlgs- ' 
genossenschatt Nelle Heimat (Community Housing ProJect}. L1l1z, 
also one of the Trusteeship t1ms, and the setting up of a 
11m.1ted companf b,. United Iron and steel Works, which w111 be 
known as "Genie1nnuetzige Wohnwigs G.m.b~H.," Thlsmove w111 ' 
assist. the United Iron and steel Works in part1all;r solv1ilg the 
hous1!lg probl8lJ:i of their workers,who at present number approx
imately 9000 workers and emplOlees. The plan also calls for . 
the oompletion of 188 flats and 220 single rOoms for bachelors. 
The foundation for ,this oonstruotion was oompleted before the 
end of the liar but sinoe'that time no work has been done. " 
Allthority granted under this allthorizat10n was w1th'the under

__,standing_that_the_new_f~m,_atter_its_orgsil1zation,_w-1l1.be_ 
placed-under t!l.e,TrW!teesh1pAgre~!!.t., .The"f'inanoiBl outlay 
involved will ,approximate 22,000,000 schillings. 
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A!!:'!!Ptages and 'DlsaQvanl=!Mes' ot an ,AustriaD Tl"M.tz; 
" ' I 

1. Political 

&. Austria 

, " : \ .
, 

Prom the Austttan point ot view, a treaty is eminently d.esirable .
" . ..' I' '?r!~~;)"i\";'i"" 

provid.ed. it does not (4) impose economic obligations on AUsttia which in. 
, .' .. , '. 'i . '. 


the 1ol1g run m1.gh't mortpge the collDtr,y to the ausSianaJ~b) .deprive 

. I . 

. ',' I" , ~ 

Austria ot territor,y; (c)' grant the Rus8iatiS extS"at4ll:rritol"Ul privilege. 
. " . '. " . . I . ' 

, , , , I 
which might be .used tor TrOjan horse tactiCS) (d) withholdJ trom Austria 

.: ','! . i • '. 

I 
. ' I " 

the necessary authority to orgardae and. ~qu1P an adeqwt.te .retense torce.; 

or (el result. in the Western Powers disinteresting themSelves in the ta.te 

of Austria. 
. . . . 

the main ben.tit ota treaty would 'lie in the w1thdra~ ot the $o.,1.t 
". . . i 


occupation troops whose presence conatitutes 8. continuoU$ threat t.o the 

. . . I'· 

system ot democratic self-govemment in ~ustria. Although \the Soviets ha.vlS 

not ;yet applied a, policy ot large-acale 1ri.tUddation and ~pression in 
, ' 

, , , . I' 

their zone, the evel"-present. possibUity ot such a policy is an 1ncubu,~ 
. . \ 

from which the pollticallite of AUstriawuld be freeQ by. treaty. 
. I 

, ' I, 
All the economic benefits ot a So'V'let I withdrawal ha~.; from thfJ 

I 

Austrian poiIit or view, important political aspects. Obviously:, itWO:~d,; , , " I . "", 
considerabl¥ reduce the Russian ca.pabUity.olueing economi~ blackmail fo~> .... 

, ' '. I , :', , :. .t~.'\ 
.'. I , ....... 


political purposes. The release. ot a sub$t&n1;tal po~t1on Of the US+A,' ". 
. ,:, . I 

enterprises would also go a long wq towardmald.ng ERP more etteot.1ve, 
I· '.. . 

.' , _! ' I "",,;

which in turn lrIOuld serve 'to red.uce Co:mmuni8~ eapabUit1es 8,nc:l to st.abU1,e 
. I ., 

" I , 
the domestic political sc;ene. Moreover, Sov.let e:eonomic PrEl88Ul"Ei is n~, \ 
.' " ' \.:',..;': 


so bUrd~some tbat, it it. should appear th",t ,a .treaty is to lbe indetin1tel7'\ 
. 
,postponed, the temptation to t17 a bilateral ,settlement witli 

, 

the Sov1ets,at \ . 
, , '. . . " \ '. " ""'!\ 

least ot the German asseta question, 'WOuld be aJ.mo,st irreais!t1ble to the "l. i~i'\ 

Austrians. "kI, 

, \::;<'(J'
As far as the Communist party is concemed, a treat.y and the 

I
. i atte.n4aDt
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'.' tt; j.t(';

11 ' , 1 .. ' , 

I ' 
j' 
1 
I 

" , !. 

'180m -2- \ 

at~w1~ 01 tho Bo91ot. -u~nve that. ~ of _t 
, " , I,' 

ot ita I>~aent Um1~.4 SU~I"Bl••: potent1Bl aDd would enable I the govem.
\ . I 

, ,I 

ment to 1.iIIp()ae on :I.t tar-reaChing controls '1n caSe ot, neeess$;ty. the 
. ,; ; 

, . . : i . 
elections scheduled for 1949 lijOuld UIldoub~edly be freer :l.t tile .occupation 

. .' " i 
had e~ed b,r tha~ t!m.e, and' 'WOuld possibly result in, the 1081,1 ot all 

, . . ' , • •~ , ' 1 " 
:, \ ! 

Colll1llUD18t representationln,Paru.a.ent..}' '! ' 
. " . i .,'

There woud be no a\lbatanti.al disa4vantages' to ,Austria in a treatl 
, . " I "/. 

whiCh met ,the cond:l.tiOns: aet tOrth1nthefll"~tPar~rapn otithis memorancium~ 

While any treat)' w:ill, neC(t8Mri4r.. because' of, the Pot,sliamcOl'lllll1tment, place 
, . i" 

aome €ICC/nomic burdens on Austria, those' b1.U'dens should be considerably les8· 
, '. I , 

,tban those imposed by the Soviet. occupation and shoul4 'flot erita11, it the , .', ,i i 

t.reaty. is properll"drawnf ,lUllavorable pOUt,1oal conaequenc.s.i A pl"Oper17. .' , ; , . 

drafted treaty would be <U.sadvantageou:. ,to ,Au~tru. only in C~B8 (a)' it, 
. . I 

ohould result 1n the. withdrawal of Western, troops beto" an adequate Austrian 
!. . , . 

, .. detense to"' 11 :tn, readiness or (b) ,it SMud not. 'beaC~leti by a 

commitment, explicit or implied but.' in any case cl~r11 UUder$toQd, b1 th. ' 
, , ! ' 

, . I 
SOviet~, that the \iestern POtlere would. immediately oome to thj' assistance. 

of Austria it she were atte.eked b,.the $t)viets: or the sat~nifeSI wbet~e:~ 

that attaCk be direct. and open or in the fora ot coven lntiltrat.ion tGo" , "\' i . , 
8utlstantial to'be cheeked by the Austrian detense fQrce.. i

.' " " i 
A treat1 .eeting ,th. c~d.1t1011S llsted above G.n~ supJ»~tetl by the 

. ".'.' ,. .'. i ' 

commitment I indicated above would be -lli: to the ad~tag~ Of Austrie.. 
I 

b .. ,u.s.. 
I-

hom the American point of ,:view# an,end; ot the. millta~ .occupat:1on 
. ", . ,. . ' 

'j . of Auetr1a ,would.aeempo~ticall.7 .i:..antageol:18:because, whe~ .'Sovie1:, : 
i

political,1nllu_ee ,in Austria stems largely' from the tact ot m1l1ta1"1' 
, " • .,' . I 


'occupation, .American influence. which ia lMerentJ.y ~lltiaal'aad eQ~o 

. '. . ' I ' . 

, ~, • I . 'I. , 

rather t,lllui'milit.a17J ..oulI1 be actuaU1 ~ced after the wit~rawa.l ot 
1 . ' , ,;" \ • , 

. . ". :' " . I , 

torces because 1t could then operate as tne1,y·in Eaatamas,.tt now c:loeer' 
. ,..' . . 'i' ' 

. , in westez:n 4\lstr1a.. 'file pollcte. of the Austrian. Govemms~t ,cr:n',for a, 
. , _. . . ..', . '. 1 ~ _ . __ .' ' 

oOnIi1derable. tiiae be depended upon to be p~.er1can, enn' 1id~t '" 

pr_aence otour t.roopa .. ' ,~ SoViet sphe" ot Wluen.~ bi EUrOpe woUld 
. " ". \" 

i. theretore bep~ back at t.hiS central po1nt tz01D the &me to the' ' 
/ ' 8!mR' I _Dt.e~ 

\ . 

" 
'\ 2078'70 
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SECRET. 
_stem boundAry of Austria.. . 

On the other' hand, the intluenc~ which the Soviets cOuld exercise 
>" 'I" 

I,. I' '.:' I 

on Austria. through milltar.v' pressure on its satellite borders icould 1'1Ot 
, .' 

. , ,f. ! ... 

be otfset, Jlereiq by the presenoe of Amer1eantrOopS on Austri" 8 western
, " ,,' .'. . ' , . .' !. ,::, , 


borders. To avoid. the posaib$t;r of Austria becoming, a dangerous political 
. . " ': , ~ - 1 : .: 

vaouum atter the withdrawal ot occupation toreteS, tl1ec:;ountry iwould have, . 
" ' . ' 'jI.. : ,~~f;f'."~j'~\';' ')-".'.~j 

to be assured not ,onlT ot ~ntirm.1.ilg .American ~0l4:t~9al and ~~omic support 
" . 1 ' 

,but also, at least implicitl:t" of suchmUitar,y 'supPort as m:tght be 
. , .' I 

, . ' ' • j, I ' ' , ~ 

necessary to check border incurs.ions and other ·forms of militanr pressure
.' " . . . '.' I, 

by the Soviet 8atellites•. The .ssuranee of leontplete politieal'support in: 

all itBimp~cations 1e thus an 'important condition for anyAm~rioan 
, . . ,.;, ' " I 

. decision to withdraw tl'O~ A~tr1a.On the ,othe;r hand, on the assumption of . 
, . " ,,' '.: . , ,! 

continued Alneriean SUpp<l)rt, multilat.eral troop Withdrawal Would b.' 
, '. I . . I 

positively 'advantageous be~ause it lJOuld pla.c~ all offiustria~quarely in 

. ' . , ' .", .', .', , j' 


the west.em oamp, with, invasion at grave· risk: ot war the oXlly means by 

, 1. " • , :; . '!.. , 
, . ' I 

which the Sovie~s cou1~ obtain control. ',i . 
, , ·1· 

Swmnarizing, it can be said that, as 8. means ot extending W,l'8tem, ,. 

" ' 1 

, intluenee in Austria, and. perhaps eventually ot· converting :1t :1nto a 
, .: I 

. : " . I 

genuine butter oapable of withstanding outside pressure.. an A.ustnan 


treat,.. ~ul.d be polltical.ly desirable tor the U~ited States, P~v1ded COD-. , '., '. ' . i 
tinued full support or Auat.l'1a by-the west can De considered as,sured. 

. . i ' 
, , 

From the point of view of the political situation in thei world todaY, 
. ,I 

t'WD factors bear upon the question ot an Austrian treaty at t.hi~ t#Jnet its 
, . , . , 1 

ini'luence o~' the development' of overall :u.:s....~~ian relatione,; and the . . ,. , ' . . I'
, " 

pol1ticB.l 'et.f'eets it would. have on other eGUl'ltri~s. . 'i , 
. '. ·1 " , 

The effect of an Aust,rian treaty- on U.S....SOviet rel&t1on~ would, 
M • • , \. 

not be great but, assU1ll1llg the Soviets lived up.to their obligations under ..,. . , ' 1 

tlle'treat7, at 'least ODe pointo! direot military contact and: s.r1ous 
: I 

potential rr~ction would be removed. Even 1tthe Soviets vi.olatedthe1r
i' . 

obligations
·1 " 

ISECm, 
! . 

207871 
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"~I 

~c~ ~-
t ~'';'. 
, , I, 

, "" I ... 

obligations, the U.S.-Soviet tr1ctioncausecl thereby would probably not 
, ' " " , : , I':':" 


be greater than t~t cau,ad by 't;heir present ~hav1or in Austria,; except 


in the unlikely' case they s~uia Qarry t.heir t~tYviOlatiOns to' the 
: " " . I,, ' 

!extreme ot resorting to open warfare. 1 
, :'" ';, " I', ' 

As to the ettect ot, an Austrian treaty on othfi!!r countries th@r, can 
, , . I ',' ' ., ~ ~_1$!.;~:'.; ..', . '," 

be no doubt bUt, that in Weatem' Europe any 'ret~gkde movement olF the part 
.., , " ","', , ' ',I,',' , . , 

at the Soviet Arm;r would notolllY be greeted With' satisfaction, but would, ' ",,' " , I' ' , : 
be 1nteztpt'et8d. &s an American diplomatic' victorr.; Even in Eastez:n Europe, " 

I ' 

th~ ex1st*.nce ot a iree and.1ndependent, unoccupied and. pro-lfestem Austria' 
, , ,,-' " ,\", ' 

waul:! hardly be considered as ~videnceot &' Ru.ssu,n victory,and lW9uld be ' 
, ' '''I ' 

' ' , .' , I .. , 

. more likely to serve, particularlY it ERP has the 'ettect we hope,i"as a 

'\ constant and irri~ting, ~4e~ to the p80~le'8 :01, the Eastern ,co~tr1es 
ot the Uberties and. advantqes they have lost. ' I 

, : I 
. . " 'I ' r 

Summarising. From the point of view of the -world political situation, ' , ' , ,', ,r' , ' 
an Austrian treaty might not only reduoe at least one source of U!;4.S.-80vlet 

, ' . 
i 

friction but would, belikelT to result ill a substantial increase ~f 
. I 


American preati;ge, both lnWestern and in Fastem ;&1rope. I ' 


jc. Conclusion' 
) 

An Auatrim treaty i8 politically desUable at this time, ifl it 
,',1 

can be obtained without substantial concessions on essential poin~s and. it 

. " ' I 


it is aeceptad with the, clear understanding that continued. American support 

irar AUatria'..qbecome n .....;..,. to prevent the co~t.,.,~ rallln+....l' .to 

Soviet or satelUte pressure after the Allied trOops are withdrawn. The 
! " 'I, I
I ' , .. •
possibilities tor effective exercise ot Russian pressure will, ho~ver, 
I .,,' !re definitely less atter a treaty is s~ed. t~' t~ey a~e at pre8~t., and 

lnul.t1lateral troop withdrawal 'should result in a,net improvement in the 

, keriean posit.ion in this important atnitegie' outpost of Westem ~rope.
'\ i 

! 

! . 
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Translati on ex Qerman.
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• 
REPUBLIC OF, AUS'I'lUA 

i . 
THE ~~EDERAL CHANC3LLOR 

" ! . 

Ref.No.194.'935-6 RS/48'I .' .. . '. 
Vi~enria,' 9th 1,948~ 

. . j " 

SUbj~k Jew.ish registers; 
I 

tes~ituti~n from Berlin~ 

/ 

To: . The, Chairman,' 


Allied Couilci 1 for Austria, '. 


Vienna. 

, ' '\ 

. ! . 

Referring to my letters of 17th' May 19'46, R~f.No.l~5.2l2/J/46, . 

and off 22nd November 1946~, Ref .No~147.627-6. R'3/46" and yo~r'\ i,nter- . ' .' 

media ~T decisi on of 13th February 1947, Intern.a~'ional DiviS~ on 

Ref. JUTR/2055/Gov." I have, the honbur to re QUE! st .once niore ithe 

Allied \Council in Vien~ to obtain from t,he Allied Conti'ol Counci 1 
I '. 

in Berti~ the early return of the Jewish re st~rs which ba~ been' 

. removed to Berl;in. T1).is matte; is urgent, owing to' the missilng of 

these~egisters, it is, above all" impossible ~to certify th~l deaths 

of all\thos~ persons who w~re killed ,~Th conc~rit~ation campi ~nd , 

born Plior to ,1895. '; I I .. 
. 1 

The Federal Chancello~: i, 

.sgd'." 'F i g 1.. I' 

.\. , .' 

Responsdble'~orthe 
,c6rrect'trarislation: 

Hellwig. 
Dec.20, 1948. 

", . 

,. 
I .', " 
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'; I,' 

, ",FEDERAL','CHANCELLORY' ' 
-.. I 

" , FCI.a]hGN 'AFFAmS , V *enna., ,~he 30 tb. Apr i1 19'46. 
i .REPp~O.125.212-J/4,6 , 
! 

,,\ . 

Subjeot: 	J'ewish regi,ster'"ili the Burge:nland. 
restitutlon,1'rom Ge~m&ny.:;· 

'¥, . 

I 'Te: 'The: Chairman; ,._1..,... ,....,".,':' 	 " , , 
, 'the Allied Counoilfor Austri~" 

,. 
," 

" , 
I" 

, , '''''P , " 'I " .. ' ..",'
" '" '. ' , .' 	 I 

'. oil' requ~st by the Jewlsh Commtinity, the 'FederalChoc,; " 
,t \. 

ello,:fY - 'For~1gliA.f~a:i:ts· has' th~ h~n.eur t'o submi~ "to the Allied' 

Council', f()~ A.ustria.' the, fO~loWing, matter:: , 'I _, ' ", , ' 
,In'the time of the German 'occupation all ,jewish registers 

, , " ' " 	 , " " , ,'I' ,', 
,of'the Federal ,St'ate Burgenland ,ha~ to'be'handedi)>>ver to the Min

is~~ of .interi'~rfn,Beriin~Hence,'.t~e regisirarr soffioes in,' Bur~ 
,genlandare u.nableto write ou.t d,rii-fts or copies,! of registration 

. , 	 '.I • 

which ,h8.d: t8ken placebe,fare 1895~",This hinders :inp~tieular\t'o ; 

, oertify:"tn~', death of all ~thos'e per's'on.s who' ha.vebee~ killed, in ' 
, ' ','." , :, " , ..',' ',,' i ,: " I'/ 

I 
,\ ' . 

'co~oeiltration camps anQ. were born "be,fore,1895.j' ".' , 
, , ."'. -: , . ' '" " _ ' .'; ! -, " . " ~ . • . "'I " . ". . 

I ,therefore b,egtheAllied::Couneil for. ~uetria, to appr0ae,b. 
• ': ' .. : . j,.' " 	 \, ' •.,1,' ~, ,', • ,:, " ' , , 

the Int'erallied Commis$~on in :6erlin 1wi th a viewitha.t the above 
mentioned.:jew!eh'registers 'maybe rest0red t~ Au.stria and ,plaoed" , .,' . , ' ," '. " " I' 

... 'at the' diElPosf,3,l .of ·theGov~.tnment of; ,the,. Burgenl~d~, 
~ " ' 1 

:' 'The Federal>M1n1ster,: 

sgd. ,'G rub' e r. " . 
" .\', j 

, ".' 

• 1 

> ", 

'.. 
'," " .. ,. 

,0\: ' 

,:" . 
" , , 	 'I :

, .'' 

I· " I 
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equate guarantees 
sin~e 

~nd 
under the so-co:llod 

',' tho Austr1ian 
, 

I 

formGrNaz~s for 
ii1 s1:)6cialcivil service 

'. 

I 
I 
, 

. 	 I 

to c.lassify 520,000 registered Natiolwl Socfalls ts accordinlg to 
incrimination -- i.e., to separate the 40,("00 high-ranking I 

o 

I 

tionaries ar;.d honored rneri:bers fron; the 480,COO lesser functionari:es, 
ry m.embers, anti followers; . i 

. 	 , , f 1····' d t I.to provide agencies for eX<:!IT"tlnC'.t~on 0 po'~t~ca..l. con uc 'prCLor 
1945; ! .: 

to classify positions ill stde and .13conomic machinery according 
to their imporknc€' anp . inflUei":ce a-"d to enumerate tho'se posi tions' in l 

whiclh cl?.ssificd National Socie.lists ere unacceptable :for probationary 
per~ods of time; i 

I 

!, I (4) to este.blish certain categories of political and social actlvity.
I

in 'Which Ndional Socialises i:!.8?rlot eng3ge; 

, I (5) to prosecute. in cer~?in C2,SCS ,e.S crimine,l of,fenc~ers illega~I' 
meI!i.bers of the Nazi Party, hi;)l Ih,tional $ocralist fun~tionaries,andl 
inst1igators of neo-Nazi a.ctivity.· . II ' 

: ' , " 

' ,~ 
'rher6' is no ~6ed tO~labortte or~ all tr.e, a~~nerrient penal ties whifhI

Law ,25 extracted lror.!r0g~stGrcd tlonalSoc~allstS. ,In general, less' 
imp,l!icated pers.ons may, IJI'ior t(,) ).pril, 1950,' be err,ployed only irllow~r. 
ci.Jiil scrvice gr;:;des and th(~n cl,:-ly in case of nead, and, they are ex.-'! 
cludbd until the same frOLL 11;JHciingpositions in' private enterprises. 
Irnpl!ic?ted llGrsons ·2.re excluded froj,~ gOV>3rnmen t ~ ervic~, fro[;~ mos t pro-· 
fessions, 9.nd fror,; a::..n~os t MY' .m::u:'lF:;criel r Of3i tion in ind ustry. i 

'"7 IIn practice' SOilie of th~'~se r::,strictions l:iWG proved ridiculoUs. 1hat '. 
<' 	 the Law, however, 'N'?S as sGv0rQbf,.ct~,s it e.ppeared'in t(:;xt prov6d,by 

nom~ans tobe thc::case. For c:';~"'Y:lplc, clthough the,Lmv specificnlly h-. 
quirps the registr2t:Lon of"Pnrt:' !:lprlicarits, throu,gh techni?el'interd'e
tatipn of the t:mn "e.pplic<',~J.1.tll, c',',t cstimatl..>d 8000pe.r'sons who. appliodl 
for: f'arty inemborsbip after 31 .Jul~;· 1939 ftnd \'1110 d,my l',,!,cci,ct of QctU2t 
mempershir' h::,ve been exempt from 1'0 gistr:.::.tion Mdatonement lir:bility ~ 
Waf:rb-SS end Police-SS have bee;:' sirdlarly reprieved.' Fifteen thous~nd . 
regiherGd Nazis in over-2.3(;; i,w2.lid gr'ou S ,have similarly bG~i1' cx-. 

~.......-.	..ciaPti -- officially, ,::md pr<,;suli1c,bl;y legally. Porsonsw~o entered the ~arty 
frOm\ youtl) organiz2tions have been in rr"my c.?,ses stricken from registra,.. 
tioi:l lists after denJ1in:~ recei1,t of n,embcrship cards~ ,The. F'6d..;:ral Presi
dent, himself" he.s granted totr.l i3.n::"1'::::StJ' to ncc.~rly 20CO i.m.plicct6d as I . 
well, I as less implic.::..tcd Nazis who assr.:;rt8dly now Siv6 I~ 
of supporting an independent Austrien Rqublic.,11 And, of course, 
bst !Frida;!, 50,000 ,lyss i.rnpl~ca:tGd p",rsons tWGn~y-nine yetrs of .age 
under hav0 bem rel~(;ved of :~Ll ,~,ton€.rr.Gnt penal h6S 

, I 	 ". 
youtl) e.tnnesty hw. 

i . 
rJhethcr or not Law 25 h?s beon c '.'.rri<:;d out iSR ,matt or of opinion

and either point of viGW mr:;)' be; documciit0d with reports from 
I'

autl::lc:ritiesthemselvGs. 1.tj.s_nrz.2.\~J;L.F£.rscnal poipt of view that Law 2~ 
did '!L~!...m.?_terial~;y .al tel' idle _~~.!.lY':Gi9n which existed prior to its' promul
gatj,9Jh.. .. 

.IThe Federal"Chancellor's rex..ort for-1~arch,~948" r:ecords 20,QOO c~vil 
serv~l1ts as rellioved fron office tbe passage of .Law25.· HOw~ver,1 the 
39,QqC less implicated p0rsons who still remain in civ¥ service posit1.0PS 
is 0n;ly F.. ,li ttle mor~ than 7 ,O~J() f ~we~ than ~hG r:-umbcr 'employed befm.'",I' , . 
Law 25 boccune effect~ve! Of tee 10,CL<.. Bppll.ce,t~ons from 
perrriib sion to work 'in em.uncr;:\tcd LTofcssions and 
catcg'ories only 1/16 were dCi"4cd.~ Although the Fedcr~l Chancellor's rb

have indicat0d a virtue.l 0limir:<:tion of implicat0dand less. implicated 

- :3 

ports 



, 
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1::., J:!~ 01:@Y: .'that pl!UlrliIlg ·f(..,r OJ~(;~n:\·r.iQl1. 1 'iil~:Gli)Ltt~,'r! Ht2~,;if ,:px~O(;"'B9d o:n. f.1, 

fim l)a.fda~ eo l?cl.1c~' bMed Oll the i'cJ.J.oY(1..'1gS·\J.[~0sted outl1.l16 is ~"l\ql'.:1.1~(16 '\:;'0 
'lie appro7(3Q. 

O:a.JRCT 

. 2" !.rh~ ob.j~cte. of' iTl\LISJ-,UJP aye! l'oUow:l.ng 'c.he >:',\D;,;,:~~::,,~c1f~'~ at' 'i.;r.e (gmi!.i~N' 
....D " A· t'" ...*'.,., ...."tJ' " .... '" ""'11-"; Q.J..,l..J"l1~.n .\. '\ .::,~; ".). ~..... .\.1.. *"" t.>::i~·'fl;"; ,'<;{i,~.mte(l. J.Ol'OC8 an... iW ('l'3SSC,t:J.O•• 0 ... org!:lJ'lAlSed J.t~'':>_~'''J"-..".'-'~,,) "t.. f~""",';J.:" \;~S.~ I;!;.",.,."''';'.' 

:••1..... -i:"",v 'i;;'tl'gmtyX"t...l. "n(',.," .I.~·,,,,.,,,,,l1.J~-':u ... o....>~'*J... ':l' 'J .,: ·"",,....t,;·.!.,;..vn·~J,.... "'''''.,1 0' _ f" r:,...,ni·~'::'~"""'''''\''''''\''"':''-I-'i",S' ~'f' ·oJ ... _",••\.r;:,:.. , ..lA ,'/'0 'I"''''''''~r''''''''';' ~.ol"t..' ...~ ..I,"'" ",,(!'{".'q~;' <:,,~;,!,·"'t"":r:'''.'f.:.;;~'-c .. "'" .. l!;~"-"~~-'\.t' Q, .... .........f,t..".T 


~~a3 on UlI.5 COl1~;inent" iY.'vifl whi.ch we Cl?.h IBI1,i""'Ol"Ce' ~hEI {;;n~nr;\ of 31.U:'l"fJ]1.Qti:l1..... :tlTi1~Q:'<m;.i
\" I 

by i.:ha a:ll:tF.!c. go'tfer:n:mentB on GEm!iANY~ 't\J'td fl'Om TfM.(l,h in a:a.ai:~icT:. Un:13;~}d. Np.t:;.!:'~:\H{ 


~snciea ae.n e,sais';; :tn the :~"e11.er ~.na. :'~5hallil1:1;at~.()n of thE: lif~';;:\~l.:tc;'l c(lv!1.b:~9g, 

\ . I 

I 'FARGE'!' llll'l$ FOR H..Al'lNUrG

T"-"--;:----!~ ~:::::l'ed ths.t~ tr.e rJJ,a.n $b:;;..~ld (,:01'<1.:r '~h~~ pOs$ibiHt.\t 0:;:- 1rC1J.. 'j>"~·1}H; 
IOCOU:r.:i.'-!ng at atlY time afte:L' 1st Augua1;'~ 1941,.1> Tbe:('(1 aFf>Bo.:t' to q~! r!.!) .f,!;:t''OUl.''!.OJ;l f'o:c 

\ ns' 'I t • l b'" +ha," ~ Ido. 

ee\" 1,......ng', .wre." :~~:.: AFr",(,rom hTl'I..fNllEli'E (JJI 'em UlJJh'C'i' 
.....,..,..e.·,.~~...l'o,.~I ...~.,.'~~_~.-""'cl..,.....;«........."""'"..u...,_"'.........,""'...... ~t....-::. .:."V_~~.,>v 


DISARHAMEN'l! 01<'" GEIMAN FCr:.cEf; Iii TEN Wlt:)T . \ 
cn:-..~u-~'!Y.~':l1,~,~~~~_~-."'f,-...,,·o!o:~~:.c.1..,....o!!:"'! I

.J ,lj." A~~a:r.18t Al.~Ull~~ ~ 1~l;J.t-, alI t~u:l 131lt:J.'~BH tox-.oss ~~,na. 'i;r.1! r;.,Ulk of:.t heU~5 
v:n.\th tile pOBBl.ble· AZ(Jep'v:;_{)~i :Ul k)o'uh f;;=.6<:1S 0:1: ':11.J('bo:cne 'iJ);;'c:ops; 'i'1iJ11u~" on 1,;ne 


O\Ji\.'i~tinelTi " \ 


;leo Sim:ilr.s.rly in <':<be WES1J tllcre a::e .G:>::j?eotcd t.o #bt.:1 ubotri: ~1~:-:'ty' (!r~F!rli.r~r! 

d': vta-; f>ru~ T4" the C"nrrcr,;te1'" "'or'~-H:I as a riiitl:~ul'" Of'> c\. ""1:'(i 1':,"1"'" ",,')\ -1' h> :flrF'~ TAN f'''''''~1'i: 

.., ..~ I' - ... ~" ~ --... ; ... ~ "I ... \J 1 .. ~ ' ... tJ ..... ' .... ,.1.:,: l~..J:. t:~~ . ~l_.t ,,'# ..\~ _ ~~~ :.:,., ••~ _." . • L h .... _: .• 


oerore 1;ne(0) I;Q:.n.3J.onB l1!~;;e neen. CbCJ.8J:'1~h~ !,'[:·)!\;)t:rtao.. 1,';lle i!.tI1GL()':\if;ft-<lC_t;~ :rcZ'-ces w:u.1. 

b.a \1'.. aoed. with intact· a:;:-:r:;ie.Bl'llio iJci.ght) if. 'they' -tl\ou,gl;t tho Al:L:'i,es '\.ll.&.0.. <1;i.~rJer'';$d . 

tnei~~ ztl".s'(1.g~;h) de.o1.&)·,;~') :ml::Hl.li!;:: trv:;·oGt·(;le" . . 


~ "" C' ~ '. • , • ../ . ~ • • • ~, ". 1 +. 
b~1 ~ro $£.)lllSUX1:? (,i.~a"G '~11G ~.~'XCl"frnltGl" t.;9rfilE1 a,:,~e nOii l'la).:jt~f1.1.&1.J:S·i a!1v.- "Ct.1;!,;

\'~'\b·,.·~ ..l'4·t:..;e.'.l{: ".-.W,' +: .,~ ..t~f·· ..,,,;~~·i ,f"~A 4'~;'':\f':~~'''''''''''~ ..,:. ...,.1. "'~!'~ 'i"! ;,'tr i1; ;:'Io..... b l.,._.l..+. ...~{"..l:.,,;,1r.-i.('-~i"b_''''. ~ ....'(.11oo {,;t:o,.'U1I'tO..., ue I ...... :~\LJ .....~(!:, "U·, ~,_.:i ..)...... ~l:J.alne.l",tJ 0..('. u.·..:- e_,;.9..\) __ \•. lJ;,,:J vat' ",~~.~,,, zcne 
17.1':'<1: ~""e ·~ndf.'I'·~·"'ke·'1~. 'be·.... ~~.,<,.f'~_

Pr".". 
ito 
f.'~~.v~-v 01" "I-h"..l :<\'1j 1 

.. e'l <.'tV"~(';-"',~:.~.I.. '~J::l'J,;.;. ':b' 
.j. \I:, ....,. ~"~ ~1~ +.1\ th",p' ~l::'~J_~..J>: ,\ ..1 ./ tII._' 1_ ... ... ~: ~_ .. _ '\ . •• C('\'l""a"~'~ .. :.I .... 1·..1'.::r: .... 

',U1iM.l'Slml f ..rr the occu:;at:i.,;n of V·a.;r·:!.cus !Tj\.!,JI;:-)£i:;JP !)bJ(lCtJ.V{;;3~ 

\ Sh.Ol\1a.~het'6f'()1'e stipulat.~ in o:ca,~i.'::; t~ 'l;he ,;;:;~R<,rAN i:·.l,;:;:h c.:()mmti.:nd7..Wf'i.l ths:i'; 
- j ..~ 

the t~RMf.N e·,J.'J'm.'3S in the VI'E::i'l' 1'1"11.1 cOl'lcen.iil'itte iJO:i;{J 'i;'li'i'O or. tlO:r,::; tllid.::J.,}' 5~:')I:'l.r& ter'J. 
."....1.,. , • 'c'!l. ;t.. ",.! ,.., .... .,., + ..... ~. •'1' ~'.", "'i ...: -~,:i .;0.".. ,.,,"" -.~,.....".,~~':t" ro'::' "",}"I'".. 'f".j, ....,",'aJ;<;o~,'" a6 ~l.,. " a ",...QuaI........, ",P<lT' , IJj;> I,,, ffit,.,.e <,(I':,; Ci._t.,.O.<:;.~\ •. '",.l. ........J J."·-JI..F~'(I. '" ...< .... " .... l.u•. 'J.L:'"", 

O;:·!f": ,t,lClthe:...... YfheTt th:i.e essential illO\!.ti he,a been r::..(l1n])J.ei;·t!;f~ .~~ ah.~nltl. r.ll.fI~:cm each 
'\... • ... • ~ ... ' j,' . '". 

l"('l'~'" dE(pal'f>"f' € ';7 "IJ:u'.g to"A r;hitl 'l~UJ""\I",;'3'3 -:'.~ ·re'" ..,:" ·'ftU" ·f'()~'r.•~.S. sJ:> /:;.-"'('1 r':<'C"'~J.'::;i.Ha~r !;InC!
1~~ ·"~ll·'!la ~ ~i.. "l:.m"~~: '-'''t; .:1\.,',..\, "':~ & ~t... ':.; ....... '~~;~~~)q~~~'" :.~.~""~y~t.. ~~'l.:~~;"""~:'lt~ (::W~~":~lV:-~.·.;;> "!:i:!':~1';:~r ~~.::'':':'
...."rae);. ...H.f!. ",Ill" .. ema.:l._.acI' ,tJ.l.epar.eo. :tor C., .. ErL""._"e £l.... d.c..• 'Jt..L,,,,_d ,.,l(;, ", •.• EM",,'!. c,,,··..l>··.. \y ''''.1 


sig-:l1~ or:'y,.... i:'I'\'V;·~'I''ir'l,oJ the ·r'·~gh'i;... ::0 V'"'t~7'''l'i:.~~'.~ a('!'''~ -'r('l]l!~ii'~r: ... ""-'11"\,,;.L~:,1 OP .... ;r\:v···,'··6'.1~t: ....~. '\,""·1'L .... {._ ... ...).t...~~'t.·1~·h l,~·" (.:.r,:
"""#,

If,',i A':':i
~ ... \ , __ -." l.L..:....tt.J" """,to. ,...... _,J..J-;; ...t. _' ... ~ ,.J.v lo.Io"'.j,,~. 

arUO,,6.S a).ong .:hl fyl'1 OUl~ al.''m:l..ElS OOl.~l(~ mo~y'e ·V'n.:th :i:mf;/J.n:i.1:.1r $ ! 

\ 
OOGtrDNP.!ON01;l'ZitY CENTF.:.;:;:S 
'\.:~:."1~~J.:~-'"l4<'lt~4W1'"U"~"~.·'Y~I ..........o:l_~a-,.. 

\ fh.. 'lie; keep fl.]J"I'J.though :It i3 neceasa.3:'Y m..l.~· :~Ol.·C('li· :~n ~;hc. l~,·:.igen;'mt a!' €a 

l}{l!tie..!,~t, t~l,e:!,-t: ~la lleve:et:~1e10Stj a ·:t·e(luire.f!\~)nt to e00i)~p.Y·, as i~(')'J~l as 1?O~isl"bl,~' 


to A"l:j r;'H~3:'~e),lrla :.;" .1~ f~e ~~·~aj.n J{f:)~l $,:~'e tl;3 :1Xl f~;~r1:·;.;~I"rr fJJ1d. .;;19:;; loy/ (;OU"t1t i:\5..(:; f~ ~ ~rh9!~ \5 
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,< ITALY: PROVINCE OF BOLZANO' 
\.., 'J 

RESTRICTEDTERRAIN AND TRANSPORTATION 
H.'OW5JCW'It 

BOUNDARIES.1935 RAILWAYS 
In'ernal ionel ~ Standard Gaoge Double Tqt(:k,Elecltlc
Provineiel -H-+t-++- SlanolJrd Ga\Jge Single Track,EIec:tric
Commune -+-----t-+- Slenderd GauQe Single Track 

SCALE: 1:4~O.OOO ~ Narroll' Geuge Single Track,Electrico ~ '0 ~ "'lJrro. Geuge Single Track
b '.'0 ,h ~~. Main Road 
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"Si-ANOARD FORM NO. 64 , , 

r·· . , '. . 

· UNITED STATES GOVERNMENT.pJfice Memorandum 
\ . I... 

. I 
TO o - ~-5.r. Wisner DATE: ~une 18, 1948I', 
:FROM o - Mr. ~end:!~ 
I I, 

SUBJECT: Restitution, from A\lstr1a ,.to' Italy t' SAl'JAC,C 204/32. ,1¥~ 
. I

I 

. 1. It is recommended that you discuss the above subject with ~~. Draper in an 
etfort t.oreconclle conflicting Army-State views. On J"une 16 Mr. Kidd of CEand I 

f .".,. 1 ~ . 'I ' 

cohferred·with officers of the Ju:my Department'in an. unsuccessful effort to reconcile 
the! positions. The Department of state desires to turn over forthwith to the AUstrian 
GmT~rmnen~ the responsibilitY_~f.Qrre8titution~from AustrTa't"o Italy~ \ The Departmenl-~;. 
o~ tlie AfiriY' MS taxen th~ positi2E_t~t USFA shouid continu'eM'to e.xercJ.se the_respon:
sibility for about -six months. .' ---::-._--"-_._._.....;--.-"--~"""'-----': . 
-' I . ,.....-.-:--..~.... ..'.' . 
 I . ,r~. By SA-NACC 204/31 appro~ed ~n Ma~c~. ~l.,,_19~§,,;'_"YSE:A WaS .1nst~£~edJ~£L.te~i_n.:.~~e 

~ed1.8telY-,.t~~.~P..r~~ram of :t;:.estl.tutlon to ex-enegl~,s ..e~cep:L~y. !~uith respect to , 
Itilly the cable from the JOS said~ IIThis directive does not ~ipply to restitution to ' 
ItEl:lly, which wasforrually recognized as .8 co-bellige~ent'by the United States, the ' 
Untted Kingdom, and the U.S.S.R.·in the three-power declaration of October 13,1943. 
YO~l iwill ~c~rdingl;r continue r2§~itu!ion to Italy uritil i'qttp.er ~~rected. tI ~..!~~: 
~Iildrandurn ,b]L~lt.5L.§.~~~,!:?J2~~~~tllle..!!t_I]1,~ln.~~!~!~~:f~~ a.12.9_'!Llli!Q~~!YE:~_~~~B:l~~l:,§:, 
,'fIji!s' con~emp~~J!h:;tt..~~JJ,~ .. UlB~'j;.~;t' oJ...j;>_e_~Yj.~1.l,~_~9:o:,""~r.:~m,Austr~~_'"~O~~.Y!!ld.. ?e 

, rec:O,l1s!dered after the Italian elections of April 18,," 19"4$'7 The Department· of state ..J 
hac'.lbeen wiIIing"""';oturn ,9verre~sitltu:riOn··frOJ]f·Aus:.trf"a-t'o1:taly. to t,he' Austrian Govern
men;t, bl,l~ strong' misgivings 'E!xpressed by the Department of the Army :led to the t;lbove 
amendment, v.Jhich clearly contemplated, so far as th,e state Department was concerned, 

.thalt the turn ov.er would be made after the. ele~tions.' . . I 
3•. Recent information from. USE-A indicates that 252 Ital'ian clabs are pending, 

'\:;ha,t 27 restitutions have beep. ei'fected and th~t 89 c;Laims have bi3enj dropped. 'rhe, 
valu7 of restitutions effected to Italy to date is, .approximately$4,000,000 , amounting 
to 418 freight carloads. Hd 'estimate of value of pending claims is feasible. . 

. " ': I'ld'\. 4. 'r~e Army arguments are as follov.rs: 

'; If!,' \\' a. , General Keyes has emphatically' stated that no restitut~on ,can be, expected 
if {ille responsibility is turned over to the Austrian Govermuen:t"andj that USFA should, 

I' accot-dinglycontinueto do' it until the bulk of claims are disposed 01'. ' 
~ , , ' I 
n .b. 'l'he United. States has a greater po1i~ical and strategi~ stake in Italy

II than in Austria. I 


, I 

,c. ,General Keyes indicated to the Italian'G,overnment thr04gh its mission 
in Vienna that restitution to Italy would continue .to ,be the responsibility of the' 
U:nii;~d .States 1i'orces. In dQin€(this General 'Keyes was gu~ded by the ;language of the 
JCS : :iJnstruction (moted in paragraph". 2 above, A State JJepart..rnent message to Vie~a 
disctissing theJCS ~essage may also have bee~dersto.od. ' , " I 

I . . d. The Control Agr~em~nt fo; Austria ',is, not, a legal obstoo~e. to the' cQntinuance'. 
of the eJ~ercise o,fresponsibili ty for resti,tution to an ex-enemy by -gnlted states 
Forc~s. 'I'hat Agreement ,provides that tl!e Austrian' Govermnentis to ~esume responsi
bil1t1ies as it 

, 

is able to 
, 

and does not govern 'che 'ti:rn,ing. It would':not be a violation,, . 

/~.5-~ , 
~ --~---..,"'" 

, " 
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I 
fore, for this Government to'q.elay turning o:Ver'this particular responsibility 

a While longer. The Contrql Agreement, moreover~ is among the four occupying 
'DO;WElrs, one of which, the Soviet Union, has breached it in important. ~~6p,ec1i?:'~ , Austria' 

a party to the Agreement. i .J','" ',,', 

5. The correBPoiJ.dinii~ Stcit~ 'Departmen'i ~r~e~i~'?:uj~'t"-':<" '.•. ·1 '\ 
'. ". ,.:;, 

a. Notwi t~staiiding GeD.e~l Keyes~";'emphat~~'''st~te~~ht, wel'd6":~oi' believe 
thatallresti:\iution to Italywill cease if taken over' by the1{.ustrians. The fact 
t~lfrestitution is n01r~e1ng"inade .toflun~ary',:iB";;'not relevant,;::;,'b'ect;\its~i tYlas well 
understood that restitu~ion.to liungary would be.Used;in economic negotiations between 
t~e IAustrian Governmen~aIid 'th;e Bimgari~Il.Goy"e~elit<:'':l'he Austrian IGovernni.ent.. ~s ' , 
gl\r~n wri t·~en. a~~~_ances·.!':-~ou~'s'W~~.J1~?.ftng~::tigtfl,.j~cigram p! :£~!l.:ti
~1fon ·to~'"'ItaIY: '~'e.l~£ar~ oU":' ,\.Delayft'l~..2.~~;;1:..ng.J,.~~~.E.£1p.Jl~j!!t~gQy~rnmenta~
urH,l'~man:d:rng1ias been on· the part of, the 'Italians'~,nbt 'of' ;theAustrians. 

~(,~~"~~~~~~~~~'~~'~~~~~:~.~K.;.-"1t"';1""~(=~~~':~'.'N;~~~,,-';'~,w~~'~~~~"~::~~'~'~:"~:~~~~'~;f""r~\~~~*~-:"'~·~~'T~..-A-';:} 

. . b. There is no Uni.~~.§~jLJ~~ in Bot,h A1:l~tri.a, an,d, Italy 
arE; beneficiaries 5~r.,'.;s. ~1.". n . . ce that ItolYi is receiving 
mot'el• a~d, since the un~ted~St~t~s is paying the qE:l,fic.~ t 1,p.}?tl.J: co~tries. .J'f'here is 

.~~ no m1lltary or strateg1c SlgIl1f1Cance to the res:titut1onslnvolved. I:'" . 

I c.The State DeEartment has fnfo:rmed the: Austrians ~~Aalia.us~in . 
Wa ~h~ngton • and-the·' I tgi"ian ~ve'rfiri1e~<?ugh~'?#"Jihb~-;;;lin,.p'~meJ,.Jt~t th£l, tt.trnover 
0J::FijSJ??E:S~bi,~la-!:tU.J:_,':,Q.,e ;w.g_g~,an<!~co~~inue~~~lay .~~ embar:.a.~~Jng"~O.;this.Govern
men1i2. .Lt 1S 'unfortunate that Generall'..eyes.mlsunue:r:l3tood 1iislns:eru~hons and gave
a;;'UFanc~s to the Italians in Vienna. l'heinstl;,lCtion arid'StateDepartnl:ent,cable 
SIlo:ufd not have been misunderstood in view of conferences which Garrison, Chief of 
Resitituti~:m' Section. U?FA, had Vii th State and Army in 'Washington. I . 

I .d. 'i'here 'is no legal. basis for the;contin~ed exercise of\the responsibility 
for' restitution from Austria to ari ex-enemy~ Italy'is clearly not a!United Nation in 

I .' I
the sense 01' the Control Agreement. By the Control Agreement the Government of Austria 
is 19b.titled to discharge all responsibilities not 'reserved to the occupying powers. 
It l~Y be that this Government should never have gone into thebUSin+ss of restitution' 
to ex-enemies. 'l'here is no basis, whatever 1'01' contlnuingit after~~ue.s:t- by 
the' Austrian Gove-rument that tIle ...-. , ", tl's"""'t-crrnea=-over~lt ~ Nelwther the 
]"fmrc!r'1i'orthe ish have ever undertaken thi;'responsiilflity. ,c, : I ~, ..... 

~~--~"_~,",,,,,,,,=',,,~...,'C',,,,,,,,,~e~;;'••'__ ~_r~","<""'~"""..,"~.=;""''''""''"".__.~".~.:,,,,,.~,,,,,~,,,,,,,,,,~ 

, I . e. This Gover~~~~~. in.J>~E~~.~:;,,,,jlt~L~.1?.212a:tm~g~;L every 
interest 01t ge~.ti~ tl,(l,QX~ji.~~,~r,ft~:gQ.R~~~ll.1~l-E~~E~.;t.-~£'~Jllt;~.. :i:.~. It is a 
~;~een two sovereign friendly powers and is nQ business of. t4~ United States, 
which got into it purely as a doer-of-good. 'l'he disincl~1mLQL:ont.'¥.ed .states 
]'orc~s in Austria .to cut down on its operations is 'cOOtrery to Un~~~S_\i_q~_§._,policy 
a,~~.;.§~9~_J]_:r!Q:e__ b.e-;:toleFated.~-·~~·---~----:- I 

' . I . 

6. It is difficult to think of an issue betw~en :the~tate and 4,r.my Departments
\in which the Army Department is more clearly oppos1ng its. Judgment to that of the 

Stai;~ Department on a questionof interD.at1onal reiations having no ~li taryor 
strategic importance. In fact the only military interest involved would appear to 
be td get .rid of the responsibility. This reversal :ofthe normal A~.:.eosij;j.9n , 
ariS¢s aJ.mQ~:Lsm.'li.!'elL from the strong posru~~~!!Jl'"~aIJ~~~§•. T~£~-yil 
Affdl~rs DiVision does :ri'CYt~feel""s't;-r'6'ngry-in-'£:o:e~matter;' the strongest !posl,tion has ~~en 
taken! by 1'&.0 (Colonel LawleFr:---lnSdiiTI~ul1·for"me to believe tha~t .General Draper

~Y .wou3TaJ care to defena sucna"'weakcase, but I have gone as far as is :dossiblewithout
Ii. tak:1,rig it up at his leve'l.' , . I , . i . 

, ".,..,.. _ . L -~~.....-:-.~--;--__;7~·;';:1-S;.I;~·~ --'-'--.-----.--'-----"~"--~---'---------;__r-------___; 
\ 

, -',__ l ..... ""...'...---_.._~'_H..______..) 
1 

I 

I 
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i)
!j", 

.." .,' .' . I . . 
, ....', " :' .' "I ' 
.Just before the Ital.!an eJ.oc.tl0M. _ r~eelved' 1tlStrl.t<:tions 


tc) turn. ov¢r ·~o theAustr~ r,ast1~u.$iQn (llQ~m$ .by ~he ex- . . . 

~nemy·ccun.tr;tea~ T~~uril-t)ver at UUted Nat+1f>Iil$. c~lru.$ watJ' 

defel"'red to a la'tio;r dat.e~. Tho ll1f.U'Bage 's~id 'ijhat at :L . 

l't9n41.tlg tbe Italian e.leat1Glla ~ \l1ould ·not t~ 'Qvet~ i '1t!Ul 

cla1ma~.· . ( , . 1. 
. .' . ......, :' . .' I 

. In V'iel1ml me~t et, \;1$ 1$.o()k t~1s nl$$sage 1;0 mQa.n ~t U~ the 

elet:rt.iol;la tfent. t.v.-ably wewuld tweat tbe. Italian claime the 

SatT~ a$ the United. Plat 10M claims and not turn them Over to 'the 

Au.S'tr~.. . (' I . .J 

• '.' . . ' I ,'. 1 . -.c" In a .convwaf;\tlon with Gen. ~aper' ~11 F!~~Ul·t i'th. 'lGUbJeet 

wat6hro~htu.l> and Gen. DraperlllowieredwXly'ttm tl\u"n~o",e~ .Q£ 

Italiaxl cla1m$ bad IiOt bElen _de. ~illil expldll~ our ~N"~tm1dir~ 

of' the telegram (refe~ to in.F0Vio~ .. l~ . . and. Draper

said. that thatwa$ not hi$ int»ention ilt' aJ.1,. '. '. .... h~ !had ~l.tten 

th~ ~al.auam (pld .t he rrs~,nt wast-hAt.. ~t~emod to :hiDl, an 

1:n~1,)'P};~~ti'"nt1) tilT'" ~. the)wat .Qf1;ihe Ol~e.t1ons to 'ti~~ ~r actiQn 

ill .... l~t'iI$'tt~p .b,¢aus~;i.t mi&b't be ·u.stXi by the Q,p~$,~elil~nts


. 1n Italy to t~n~ 't!l$!Lr Q_pa~" l~ tVal$ eletU~ tlrl~t .Gell.1f . 

.0ral,~~~qtedtl1at as aOOll. 9istilo elc<;ts.oas .;"$~! 0Yi~r, whe~ll~ 
~nsr.· t~~re... i a~.;,~ab~•.or .~.lC.t.t. t.'.k.'e . t~~v.•~ ...G.\f.' .' .ttH~ J.'tal:U1.n reS't1
tm.t.tLon elaif4$ ~ $M AuatrlWlS WCJuld be· r$lde.* "1 

1 I 
2 ' 

. j ... 

\,,,/. 
.\ 

. I 
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Fr.om': SECSTATE DatEJ,:,J~ly' 19,1948,7 p.m." 

, 1'1 I 
TO:' ,Vienna No. : : ',6'46 . 


1S.e ..~ ~ ~,;; ',~ ~;~ ~,'~'i' '! " "I " 

Code: cft'fL:.gqenl(;~a;J-~,l, '~i~ :~ .~ ~'Z Re,ceiY~d:' July.20, 11948,9:10 a.m. 

,.,; ~ :!' ~, \ '",' :~~ i; ~; fa :1 
,J 

I' / ," ,a': ' , 
h'''~\ii~ !i~D~~';'1 ~ ~lIJtt~ '. ~<-,~',//~h.'"

'~' "'i~'~X',,1I:f'
IJ~ aak~ ~,. (/ 17 ~~ " " "',: ' 1v/ .?£ 

,Department' understa:nds fr6~ 'rJ,lis~er whe di SCl:lS sed with 
_ , ' , 1 

, McIver and Balmer that; l!SFA ~ecen~i'der:ing pesitien Ire transfer 
, , • , " J :..' I 
respensibili't1yrestitutien te Italy,toAust~ian Gevernmerit. 

. '-I' .J 
Netwithstahdirig 'USFA cables- 178:8lVlay14 and 1934 June 5 

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

Department sees ne sufficient reason' fer centinued d,ischapge 
, ' 

, C,+ this respensibility 'by US forc~sJ ~n: contravention spirit .of 
, ' 

c,entrel agreement." Has recei'ved-nuiiie~ous requests i frem Austrian 

r I ,,, !. . .,,' I ~ I ': .;. " I ,I l • 


Legatien fer transfer ,t'OAust~ian, Goy~erJ:ll!lent~ Is YSFA ne\'l ready' 

) ,te agree? ,Suggest, ca,~le USFA ~toA~nlt~,: 
, .' 

',; 1 ' 

I! , 

MARSHALL 
,\ , ,, 

" vm 

, : 
" ' 

\ , 

" ,, 
,"J " , 

I I I. 

, , , .,1' 
, ,. " 

..: 
1,1 . 

• '~J ! 1 

,',,:- , 

i' 
, 
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TOI 

Code: 

'. . 

.,-Of 

1. USFA does. not ,have strong feeling either for or' agJinst turning 
, . , 

over to Austrian GOvernment restitution 6f Italian propert;. USFA cables 
. ' . ," I' 

Nos. p ....1788, May 14, and P-1934,June 5, referred to in Depte1646 July 19; . " , \' 
" '" i' ., I. 

and also P-1966 Jun,e 1948, were merely' int~nded to present PSFA view of 


conditions prevailing in Austria in regaN to restitution. iUSFA has just 

, ·1· 

. , .' " I ..1
received W,X-86385, ibdicating that Department'of Army will shortly issue .- . 

. " " :' I' a 
, .' '. '. ' I ' 

positive instructions on restitution to Italy, and therefore prefer not to 
, ' '..~, ' . J '. , 

, , . ! ; ! 
. cable recommendati<;>ns at this time to~. ' 

! 
I 

2. Legat~onhas received an addition~riote from Austrtan Government 


recapitulating Au~trian argumentsalre~dy adduced to Headq~rters USFA'~d 

" . '. . I " 

I . , ' 

in Washingtoh. It refers to directnegotlations between" AuStrian C!lld' 
• , ., i , 
Italian Governments concerning Italian restitution claims and expres~es full .. . ' , . : ". ~ .' 

I 

willingness to restitute Italian property :compulsorily moved to Austria. after 
" , " ".' . I . . 

September 3, 1943. Note requests suspension 8.11 American re.stitution from . . , " .!. . , 
Austria to Italy until fo~ transfer cOrl1petencyto Austrian authorities. 

. "I ' , I ' . 
, . \ 


. '. 

ERHARDT ·1 . 

! 
GCMcIvor:PJ.!X}eier: rbc' 

\ 

, I I 
, I 

", 

.. j
., 
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I 
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IR'E S T R I a 'r E 1) . 
d, 

---_ .............. ..... 

. I,

23 January 1946 

.1 

ALLIED COMIIUSS ION FOR AUSTRIA 

EXECUT!VB '. COMMITTEE' 

GENERAL PLAN ro~RESTITUTION OFFROPERTY " 

,Exec/p( 46) 24 

....-----

N.oteby the Allied Seoretariat: 

\ > 

: . 

, , ,.' 

Theattachad paper prepared by the Qua~ripQrtito 

Reparation, Deliverios, and Restitution Division in 

oompliance with ALCO/P(4;5)39 i's submittedtb the.. . 

Exocutive committee for 'consideration on; ,26th ,Jan

. uary 1946. ' 

I 
I' 

'} i 

. R. E. POMEROY, 

A.: ~.' EDNEY I 
.:I 

G., MUNIER 
) 

. N ~ ? I IHKONOROV 

Allied Secretariat 

, 
.,, 

i'· 
" , , 

I 
IRISTlllotED-....,--~- ...- -- .. -'... 

" 

.', 
. I.· , 

_I . 
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.' 

: 

1 

I 
, 

'1 
__;:..- ';";";'<"'-r-~ ~'''''''. ., 

--,---------~:...~------~----~--..-"':--..~--~+---:".-~;--:--.-:-----,-:--~:-,-.t"C·--~-~---~~-l' 
. ... .: · .. i . I 

! 

1946 ....E.... ...j~.:..C_O(!.;..p.~(_~1_G~)_2_4 \ 
, 
1 

ALLIED co:r:IS:)IOi.if FOR AUSJIA: 1 

'\, 
"" 

\'~ :EXECUT IVECOl.JHTTEE \ 
\ 

1 , , \ ~. . 

GEN'ERAL PLaN FOR B.ESTITUTION OF ~PRQP:EllTY 
\ 

Quadripartite Reparation" Delivaries a'nc1 R\es~it~tion Division rlcom

t the Executive COl!llnittee propose to the lA.IJJied: Council, the f61mends 

e 

esolution: 

\ \ 


In view of the necessity for pl'otecting al1~ preserving; property! and 

intere s of the Allies in Austria as of 13 March 1938' or,a later date, the 


. .' h' .p If''' . " ' It,Alliedl ouncil directs that tl'le Cor~lanc.er-in-C J.e ~o~ (ac,:- zO:Ge 0:: cccupa lon 

assume responsibility for,. and promptly delegate ~n \Of~~~c~r charged ".'ith \
o carryinp out procedures which will insure: .' \i' .' I 

\ a. the pro~ection~ :?:i:"e~ervat~o~, a~ld ·ad..'Ili~,is·,;;r,ati~l;: of '~lle prop,erty 
.(; and interests of All:1.sd natlons ::.n Aus'Gr,la 8S of. 13.~J1:&u'Cl1 :h,,:,80r a lc.teri 

date, a.~d,' , , I ! 
' '\ 

\ b. the putting; into 0l)ers:G10n of a!.1 ef;ec'.:;~ V~ijrpcedure rOT' rEls1;itu
tion in laccordance with ,the Potsdam Proto col, t:1e Londch Declare.tion of Jan
uary 1943" the Moscow Declaration of lIovember 1£)43, !mel any othOl' directiyGs 
-ahich ~i:g~1t be. given by the proper organizations oi- the governm:;nts of ~he 
Allied p,owers. \ " 

I 

2~ The properties referred to in", (a) ,till incl~de':' 

ao Properties belonging the United Hati~n~~and plundered by ~heto 

Germans!, ~n the territories which they occupied.. other! than ,Austriag . \ 


." \b o Properties and interests located in Aus-t,ria 'o~her th~ properltY
·r menti on ed in 2a above belonging .01' having. belonged '~o the .Uni ted l~a tiO!lS pr 


, ;.. to neutr~l countries or. their nationals including tho'seproper"t;ios' and intbros":J
O"which wErte subject to oxpropriation took' the form of oi:;on looting or plundh.l 

or of tr~,sactions ,appareritlY legc.l in ',form,,' evan. '~YhOh. th:cy', purport to be 'I 


'. voluntar:iJly effootod!> . . I ' : 

I' , I ,:, . 

Ie CIt Disputqd properties and interosts Of'the\United Kations for tJo 

period ,frpm March 13, 1938 to September: 1.1' 1939 r0fer~od~ to : in :;;arazraph 2b 

.lbove 1Nil~ be enterod sopara.tely ill 0. register maintained by tho 3eo'rotari~t 

of the Alliod Counoil" proteoted, and each cc.so S·budi,jdsci;urc.tolv" I 


I: ' , . ii" ~ II 

' I , . 
3. : Each Commandor-iu;;i.Chi'3f, of tho zonos, .throu('?J1 his d:::;lo~ated rO'IJresbn

t;ative, 'vrljll bo respo,nsiblo for: " \ . :' i,
J; 

I . I 
~. research to establish the location 'and ri,;htful o:,ncrship of : 


)ropertios mc..."'l tionod in po.ro.gra?h 28. and b al)ovol' excr,wn'S'0of ilJ.£,'o:clllc.tion .• i 

4.ists, st~tomcnts and proper identification of propc1 tios,' incluc~i:l1[; o.uthorizod 


'isits" HI nec~~sary. The, re?rosentati -:0 of, each, comm~nd~r~i~-ctd, .,id~l, ili~or;' 

,h0 rcprqs1onta:ta V0S of tho otnc r Coml:llal1aers-ln-Chlef 9J.7-C: :t'ur~p.sh ·t;nOi'lll'nth ~::.st"' 

f thoso properties mentioned in paragraph 2(.'" a'1d b, '.'lnic}\ e.rc loc::,tod in hils 

?ne, and.~re lcnoym or ;lupposcd (<'lith:)r Cl.ccording to i~formation 01JtCl.i.riCi::3. ':..;), 

:1.m throl1g1;t decla.rations or otherwiso) to 'b elong to be nations rqp:'csol1)6bd;';" 

he other' {i)onunonders-in-Chiefo S.imilar info rma.ti on' wil!l also to SOt.i.t to 6~: ::" 


",,1 -
\ I 
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2 . Jo.nuc.ry 1946 	 . \ EXCOb< '1:6 )24 
\ ---

\ .,' 	 I\ . . 	 \.fullied nc..tions not ropresented on tho Allied C Iomrlllsslonl 
\ i I 

bi Control o.nd Pl'otootion of the oroportics :rilsntio::lcd in 2n! c..nd b\ 
abovo; locc..tca in h'is zone", TUkl21g under contxiol'l'ii. 11 inch,':o: I, 

. \' , 
(1) 	 Posting: notico ofcontrol~ 1" 

I ' II . 

( 2 ) . Moo.sur·c fo r :r::l·ot.~ct;ion end pr0fcr:~8. tiol1 of' tho ,pro~;lrtYj 

(3) 	 Appointment o.nd sup,jrvision or\ rc'spoi::si'b1e Q.dminist~o:tors 
who sho.ll o.ct under orders given tl'l.cm in the int~rest of tho 
no.tion or individuo.l oonccrned~ by' tho r0pr!Jso':'1t~·,ti ·}c of tho 
Power 'which occu·...oios tho zone in 1!unich tho -nro',:'crtv lis . 
loco.tcd	 . \ '.. • . • • 1 

o 

" 	
I. 

i.' 
,

I 
'0. 'Restitut~. or. Trc.l1,S;['ol' of .!vinno.g;om0nt .to ,Former' Ovmors or their\ 

~tlorb0d Re~:;,o:::t::::: proport; C••000 tiOnod\ i~12. abo ,0, rootitur i on 
l 	 111ill bo affeotod on 0.. U11ila.tora.1 be,sis .:1.neo.oh zona" .:,nd 

/", in c,ccordc.nco 'wi th tho directiyos: forrrc..rdod 'oy tha govorn
,. :.,\,; men t ofth0 o'coupying :?ower to \ its ',' z~ne comrnundor. i" • 

(2) 	 Where thore:; is ngroomont c.s to Ith9Or:morshil:' of prodorty 
o.S, dofinod in 2c. ::.md b r,bov0" q;:·.oh CornmC-i.1dor-in-Chidr 
will fnoilitc:i;o thctrc.nsf0r ofltr~o mC,l1;::goflont of th!,o 
property to th'l'.ll fo rmor o',m.~rs oir to t1lGir r.uthol'i zedi 
r~prOI?C;11tr,tivoso \ ., . ',. 

(:3) 	 Dlsputed property will rome.in glic.raoci;cmd protected 1~1ti1 
the quostion of titIc c..nd OYlUo:dshf')' he.s boon d ulv esto.'b
1ishcd by such procodures us may b; agreed byth~ pr6por 
orgonize.tions or the governments or' tho .:\'llied PO':TorSe. 

1 

i I I, 

... ·2 
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j) " 

:" TheA~,t~~g secPr.etary of, st~tf p~~~ents his 6ompliments' 
to the Charge d',Affairesa.nd intermit pf Poland and refers,to 

the United Nations Ded'laratiori ot; January 5', 1943 regarding 

forced transfers of property in ep.emy '.controlled 'territory.' , 


, ' , ,:. 'I ,,1: t "" , I ' " 
Pending agreement on th~ 'spope :Of restituti6n among 


the occupying powers of Germany, th~: 'Government ofithe Uni,ted 

states has instructed the Commanders.:.in-Chief of the United 

states' ,zones of occupation inGerm~y '::and Austria ,to undertake 

an,ihte'rim.program, of:'~estitutionl t6:t~e governments ,of 'the, 


, Unl. ted Natl.,ons from whl.ch the property,: was removed, or identl.- ' 
fiable ,looted 'property' urgently:reqq.ired for relief and reha
bilitation, other than, g,old', securities and' curren,cies. In 

,order to expedite the:return 9,f 't:.t;tis : property from'theUni ted. 
, states zone, and t,d alleviate the I'burden of adminif?tration' ' 

falling upontI;-e, military auth9r:i,~ies,;~t ha:s b7enldec~ded_ to 
, proce,ed;by ~skl.ng the governments.! of \Unl.tedN.atl.on~ Whl.chnt;l.ve ," y 

been occupied"by Germany, to supmi~ lists of property ,looted by 

Germany and known or b.elieved, tope; lo,bated, in Ge~any or, ' 

Austria." Following the receip:t Of these lists, which maybe 

submitted ,seriatim and :which may ';i.ndic~te priorities in the, 


, urgency of; return, it' is. iritended~ whe':r~' nece'ssary; toinvi te 
,the United Nations concerned to send' smal,l missions, to the 
United sta~es Zones Of, oc~upationlitlr,GerIIlany an(i Austria for 


"the purpose of identifyingsuc~ of the, listed property as 

, each o~ th7 occupying ~uthoritie,s m~Y,~avebe,en able to dis-, 

cover l.n til.S zone., " , "', 'I' i, " 'I 

Accordingly, the Government Of "th~ united S~ates 

invites the Polish 'Government 'to' i3ubmi t to" this Government 

one or more lists of p,roperty pel~e~ed' to 'have. bee:q. looted 

by Germany from Poland, or from,UnitE;ld'Nations nationals in 

Poland, ' which the Polish Goverbme':b.t ,1~aE3 ,reason to believe may 

be locat,7d in the Un~tedState~z9ne df occupat~on I~n Germany 

or Austrl.a. -These' ll.sts ,should, 'E30 'I tar as possl.ble, refer ' 


, .. ' , , , I ' 

separately to property believ.e~ t? be in ,Germany and in, Austri,a. 

They should further co;ntain as:mu\Jb!q.escription of Ithe property 

as possible and as, may be require,~ to,enable the occupying : 

'authori ties, t9 identify, the 'prbpert;}j~. and, shOuld include all ' , 

available in:formationastothe' location of the property •. 


, The iist~' may ihclude l~btld ;~'6~d, secU~i ties and , ' 
currenCies,", although th,e restituti9n 'of, these will ihave to 


,await iiltergovernment,al, agreement_II '!-: '. 

I;' i 

j : ,,;' 

I '1"':' 
..' '1'

Department of state, 'i . ' 
f 

'Wa~hington," septembe'r:2Q,; 1945'~~":,t ,:i, ': 
t, t,', I 'I 

i: '. 
~ , ! 

,,; 1 !"', 
'; ;' l 

I "'1 

I 

, ' ...,1 
I ' 

'I j 
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:i.LOO/P(47)67 
i 
\ 

On 6 June theEC consi . : 'EXOO/P(L~7)99·(Rev.ise), 

: Co 3 to 1 recorllncnd'ltiol1 by the R \ D ~ R Directo:rLtte, ti,he 

: Soviet ElGrn~nt disnpproving, ~hntl pqrmission be ?ro.n~rd 

: :r:9pr~sentnt~vesor. theOcc\lpymg Po~~ers and Rest~tut~<;m 

: liiJ.ss~ons of "the UflJ-ted Nat~cns 'tol vJ.:s~t enchZonc in .~ustrJ.n 

. 

: 	for' the purpose of loroting mldr~st'itu:ting looted pr6perty; 
The EC failed to ra"l.ch llgrecrl1cut in regard to thi~ quqstion, 
because the Soviet Hanbcr insiste~ on chnnging the resol).ltion .....--,? 
to perniit s.ocrch by representative~, of' only those rii.tjlons . , . 
whose.territories' had boon obcupi~d 9Y GerrJany. This 1 
change would h::we, in effect, excluded the US from SalI-ching . 

for looted proPerty in other zonesof;l.ustrin and was,,! there

fore, ~ccep~able to t~e US Mebbqr who'stated toot he: could 


1r;ot WiUVO US intor?Sts J.n the r:ntt1er•. The Fr~n~h .Elel~rnt, .. 
: 	 J.n an effort to br~dgo tho gap botweqn the US :1nd sov~~t vJ.ews. 


offerod an nltem.1.tive resolution. \.vhieh satisfied noither .the 

soviet nor theUS l;:oraber. f'.LCO/P(47){J7.containod in pdrc.- .. 

gr<'..ph 3(a) the origintdresolution\ns n.r.J.onded by"the Sqviet, . 

Member [I.nd in p<'..rb.grnph 3(b) .the Ftonph proposel. \ 


1 . 	 '\ 

I .I.' 	 . '. . •'!' I . 
'. . , ' , 

.' -,",8 - \ '. ; ...1 

. ' -.. .' .' :' ~. "-'. , " 'f; 
LCXJ:'TING OF .EWPERry LOOTED J:~RO:.i: UNIT}W Ni:.TION;::; TERRITORY \ , 	 . 

The Council had. before theIDPLCO/pi47)67.. 	 \ 

I, I 	 I,THE OOUNCIL 

(550) 	 ' 
'. I : t' d' IIadopted the reso~ut lon con ~ne ~1 

1 	 \ 
I 

. ' , 	 . I , 
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paragraph 3 (b) of lJJJd/p(4}j67. 
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[: 1 " I MEMORANDUM, 

.': . 

1,' J:arlUary 24,. CONFIDENTIAL 

'. 

¥
/ ". ,I. 

TO , Mr~ E 'rdi i 
i 1

I : L . 

From Martin Herz ."', .". ' ..... ' .. " ." .'" 'I' ,.,;; ,'. . 
: . ':,'. .' .' I ,', l' ~j, ' 

Subject: Review ofUSFA;,DenaZif1catipn :Policy. 
, " .'. ,. .,' , " 'I, ;: 

, ' 

, .". . '. ,:1: ':.. 'I 

, At a'meeting' on. January, 20~repr~s~:rita.:1;,ives,ofG-2" , 
InternalAffai~s;'EdticB:tion,. Legal ,D;ri~i,ori ,Depi,ity qomrni~sfoner 
and Legation decided 'on: a recommendation ito General Balmer on .'. 
how to' sol~e;" parti,a.lIY,'atleast, thel d:ilIe~ with 'which we are 
confronted .in the matter ofdenazif.ic~tion.' (As per enclosed 

memo. of' Gene:al Ba:lmer,)the .pr,e~~dins;r~~tf~g' ha~ been ?atled 


. in. anticipatJ.on ofa major RussJ.an propaganda drJ.ve on D.enazi
,. . ". . I 1 . . • 

ficatJ.on, and the quest~on was posed ~he~~er we should not .prod. 

the Aus~rian .Governmen.t,." and. 'what ,'ex:pjlan.atj;~m, if any,. we II should 

give Washington orithe subject.) " 'i,: j :.,' . .',. ' 


, Meetin'g first agre~d on ~ mlrit~e~lo; ,things:, (a.) It ls ' 

not desirable to'censure the Austrians p~bI;icly iIl this matter .. 

An 'admission, 'that we disapprove of Au~t~ari handlingofd~nazi"'" 

fication {s, precis'ely wl1at theRUssiarts :would like to hav~. 

(b) A complete review of, dena~,ir~eatihn,: ,i.:e., going ~v~rlad,jud

icateacas'es, Would require a 'revisioif 'Of L:aw No•. ~;(the 
I 

DenaZifi,~~t... ion. LaW.) _: .Thiswo':,l.·,d,c?pen.'j up th.7 ·Wh?le.·.·U:nsavoljy .' 
subject once more .and result J.n a new rO,llD.liof'l';1.tch hunts. , 
(c) \'Jhile we favor letting the' Austrians ha.hdle· ~enazification 

by themselves;, we.will find it har~.~' ciai~ that they' ha.J.e.. '.. 

done a complete job of it •. (d) We would welcome an opport;.~ity " 

to get out. of the'denazirication busilt'es'e; cpmpletely, even.to 

the extent bf .aboli$hin~the nenazifiba~!ion"Burea.:Uof the IAllied 

Council•. However, to do" s'O oll:tright,~u'ld'p.ot·only run in~o, 

Russian resistance but would alsoreq*ir,e: our claim that ~he 


" ; - • " • '_ I -~ I ". j' .•

'Austrianse.re doing' agpod job, whichwiil ,be difficult to do •. 

, .' C~l.~O•• made, • pr~POS'l, whichIwa;~' .Lb.~quently 'd~ted 

WJ.th certain c~anges, ~~est~d bYColr H;ucop.' an<i ~self •. [Pro- . 

posal, ~s that J.nst~~d of~aVJ.ng Alli~:;;cpec~ denaz;l.ficatl.<1rl,; , 

AustrJ.ans shou;td be prevaJ.led upon to! under.tak~ some checking '. 


'on their own, of their entire denazif~cat*,oi'l recordup'to jthe 
,present. So far, they 'wait for the Alli~sto complain and then 

(and only thEm) .,taRe reinedialact~on .tnfhe;case of quest~lonable 

,i' ~. rulings, 
. 'tA- 5S ~ 74~. 

! " 
I , ,'. 

P, i : 
I 

','" . . " , , I·. : 

'1 'I 

I 
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'I" January 19, ]948. 
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SECRET 'j ,'Ainerican Lege;tlon . , , 
Aust~la 

w 

To 


FromiMart1n Hel'.'z . 
 Ii:: 
". ' 

,Sub ject: ,', Con1"~rence;, onDertar1t"1~a't1dn , " 

. Meeting at USFA'th1S~~t~l'~~O~' liad'beenCallledb; .... 
General Balmer.", Present w,ere: G~rerale' Ba1m,er &:B;1ckey" 

, '. QQlone1 H1ckson, B;nd :,the .chlefs pf; ;,r,nternal Affa1;rs, . ' , 

, Educatlon,Lega1,Dlv,islons" Dlrectbor ,of '[n:te111ge,nce, etc~ 


, ,- " , . " .' .' .,' ,,', :. ~' ' \ 1.' ' , 'I. j. ,.' '
,l"' .. 
,', 'Ge~eral Ba+mer "explai'ned;, th:atj o~ri pOlley, regardlng
Austr1an Imp1ementatlon of the D,enazlf1catlon taw1 may need 
'rede1"1nlng. Hav1rlg del1vered th~1r: blast, on dem~;:t1tar1z,a- " 
t10n somewhat behind schedule' (tpe i General be11eved that 

ithe, SovIets had,1 9r1g1na~];y want~~ '~o, 'get '1tout a't, the, 

. tlme '01" t:q.e, Lo~~on Oon1"erence),iBa1~,erbe11eves Sovlets 

are working ,up 'toward a major.'· b1s.s~' on Denaz11"1ca1t10n. 
'Th1s may 1"1nd Wash1ngton.'notsu1"11C1e,ntly 'prepareCl. In 
v1ew 01" 1"act Denaz1fl'cat10nl,s In many cases actulallY not 
,proceed1ng sa:t1sfactorl1y,~ both tnay; be' requlred:(:a) 1nform...; ~, 

o1ng" Wash1ngt,on, ,orou~ pO~lcy ~nd! {~.lljogglngAustir1ans.' ;, ,c:;, 

, , , ' D1SCUSS1011. 'wh1ch f0110~,ed bro~ghtout that Sbv1e~s 
,certa1nlly have.some grounds fpr,~o~pl'alnlng, 1nc:asessu~h 
a.s, "T~achers 1nthe prov1nces" also; po:ss1b1y .1n1egal pr,o- ~ 
·fe'sslons. Escapecla~us'e 1n Dena:zl'f~¢,at10n La.w wh1chper
ml ts ,temporary, clearance of "Less ;t:inp.~1~ated II Naz1swhere :',

l 
~ severeshortagee ex1st, ,may be apu~e~ by Austr~ans.' ZarIng, 
, who s1 ts on quadr1par.t1te ,Denaz1tf'1cat'10n board, reported , 
that In Ind1v1dua1 cases we have!1nto,rmed Austria,ns of gross, 
v101atlons of law,. On the other h~n~, 'several 01"1 those, ' 
pre.sent' caut10ned aga1nst or1t1c1 z1ng Austr1ans. I' Excess1v'e ' 
harshness 1n Denaz1fl~at10n w111!drlve people 1ntp arms ,of 
Oommun1'st;s .Ool.H1ckl.sonthough~ lih1S one Qf majpr Oom- , ' 
mun1stobJe,ctIves',' "Oof. BIxel' stated G-2 does' nojt, conSider 

, Naz1s. ,e1 ther a seour1,ty threat or :eve'na 'po~ent1a~8,ource
of 'major 'trouble to Austr1a un1ess,I afded from outs1de" 

, , " , : : ' , 1 '. " , " " "~ I ' I ':.' ' , ' I ' 

, ,I wa's asked tor,Legat1on co~m~nt:e. ':Tentat1ve1y, I, 
Buggested that we mu~t f1nd 1 t. dt1":f1C;U1 t to or1t1p1ze,'

,Austr1ansfor us1ng 's.creenlng: boa,~,ds\:to c1ea.r 1es,s' 1mp11o

\ 
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