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FINANCIAL CONTROL MEASURES.
8 April 19k6.

-

COLONEL BLOWN :

Gentleuen; ds you might expect, this is another one of: those sur-
prise introductions wherein I have to feel my way .as I go along. I
can say this, however, that usually heretofore when one hascspoken
about financial controls or finances or the Federal Reserve System, we
have been treated to a considerable amount oi statistics, The subgect
has usuwally seemed quite dry. y

.Now I, persconally, have had the good fortune of hearing our speaker
this morning speak before. My recollection is that this speeker makes
his Tacts and Tigures live and move and have some being. I think that
is one of the greatest things that can be sald about a man who dealg in
dry facts and figures and statistics, that he has the power to breathe
the breath of life intoc them so that they have some 51gn1f1cance to
those who hear themn. :

' Our speaker this morninz is Mr. Isadore G. Alk, He is an attorney..
He has VDeen an attorney since 1927. . He entered Government service in
1942, At the present time he is General Counsel of Foreign Funds Con-
trol in the Treasury Department, During the last year he has served
in the Philippine Isles and Japan as a U. S. Treasury representative,
While in Japan he acted as the financial adv1ser for General MacArthur s -
stafi, .

Gentleusn, without further ado I will introduce to you Mr. Alk,
who will sPeek.to you this morning on flnan01al control measures, '
Gentlemen,!Mr “Alk. :

All that I am going to try to do tnis morning is to sketch for you
some of the vrincipal financial and property cocntrol measures which
were adopted by our Government during World Var II.: We will not be able
to spend toe ifmuch time on any particular control measure, in, view. of the
amount . of time which has besn allotted me, but wé Will try to go over
the subject generally. Then if any of you have any quastlons I would-
be glad to try to answer them. I nmight say I do not have any factual’
material or statistice with me, so we will have to speak in the most
general of terms.

The financial and property controls exercised by .this Government
during World War II might be divided into two (2) categories: First, the
regulatory or freezing controls, which were exercised by the Treasury
Department; and, secondly, the vesiing controls vhich were admlnlsterea
by the Alisn Property Custodian. : :

In discussing the freezing controls we must remember that these
controls were initiated about 20 months before the United States Tormally
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entered the war. Tney came into being .on April 8, 1940, when Germany
invaded Demmark and Norwdy, and were intended primarlly to prevent
Germany from seizing title to,.and control of the assets in the United
States belonging to the Danes:and- to the. Vorweglans.' Although it was
felt in those early days that we could not deny te Germany the use of
its own American assets, we however ielt that we were in & position to
prevent Germeny from using the American assets of its victims to finance
ites acts oi aggression.

Conseouently, on April 8 1oho Pr681dent Roosevelt inaugurated the
program ol governmental control over the use and dlspos1tlon of foreign-
owned funds and other assets by issuing Executive Order-No. 8389, This
Executive Order prohibited, except pursuant to Treasury license, any
transfers or other dealings in Norweglan and Danish assets and had the
. effect ;of freez1ng or blocking such assets. ~

A$~othar~countrieevfell under the domination of. Germeny, their
assets and also those of their.nationals likewise were frozen by the
issuance of an amendment to Executive Order No. 8389. By March 154l
over five billion doYlars of assets of the occupied counurles were sub-
Jjected to the Treasury's freezing controls. .

During this initial stege the function of the contrcl, primarily,
vas protective. But as the international situation became more and
more critical thé freezing controls avowedly became an instrument Tor
our national defense by the issuance of Executive Crder Ho. 8785.

This Executive Order was issued on June 14, 1941, and it amended Exec-
utive Order No. 838C, by including within its scope Germany and its
‘satellites and the adjoining neutral countries, so that it covered all
of .Continental Lurope, with the exception of Turkey. Not only were
"all the assets of these countries and their nationals {rozen,. but in
addition financial transactions by, on behalf of, or pursugnt to the
.direction of any of the blocked countries and thelr natloqals, were,
also subjected to Treasury scrutlny.,‘«

At the time of the issuance of uhis Executive Order it was defi-
nitely understood that the Order was going to operate~&é an instrument
of national defense, for the President stated, at that time, as fallows:

) "The Executive Order is designed, among other things, to

~+ prevent the use of the financial fa0111t1es of the United States
in. ways harmful to national defense and other Amerlcan interests,
to prevent the liguidation in the United States of assets looted
by duress or conquest, and to curd subvers1ve act1v1tles in the
Unlted States.” .

There is one further step which was taken in the system of foreign

funds control prior to the outbreak of war. Waen Japan overran Indo-

China and thus indicated that it intended to continue on the path of

aggression, its assets likewise were frozen. On the same day, July 26,

1941, the freezing control was extended to China as a protective

measure. By means of the freezing orders, by July 26, 1941, the



- Government subjected to freezing controls spproximately nine billion
dollars. of assets. our controls &uring the entire var period extenaed
over. those ‘sgme essets, =

- There are certain meagures which were taken even oefore the out-
break of. var to implement these controls which we uight p0351bly discuss
for Just e moment, In order to make the freezing order a more effective
instrument of national de? ense, it was necessary to bring.within, its
orbit other persons who, although they were not subjects or. citizens of
the, Axis countries and were not in any occupied country, nevértheless
- 'VEre. carryins on activities for their bereflit. This was done first
i through the derlnltion of mational" under the freezing order and
tnrough tne issuance of the Proclalmed List -

, Uhder tne freezing crder any organization which vas owned or con-
: trolleq oy nationals of a foreign country was treated as a natlonal of
that country, resardless of the country in which it vas 1ncorporated.
~-..For exemple, General Aniline & Film, orgenized under the laws of the

- United States, was owned and controlled by nationals of Germany through
the - mediug: of Dutch and Swiss holding coinpanies.. Consequently,. for the

... purposes of the Treezing order General Aniline & Film was treated as a

-national aof Germany, Holland, and Switzerland. . It was subjected to reg-
.-ulation under the freezing controls on the same basis as any other
national of those three ¢ountries.

In this connectlion I might say that during thecourse of the war..
.~there were approx1mately 3 thousand business enterprises in the United
. States whlch although created under the - laws of the. United States,

. were nevertheless treated as natlonals of foreign countries for the
,gpurpose of freezing controls. - : :

,,,,,

i; incinde any perscn’ who' is determrned by the Secretary of the Treasury
to be or to have been acting #ihce June" 34, 1941, or purporti ing .to act,
directly or indirectly, for the benefit or under the direction of a
blocked country or its nationals, By reason of this definition the

: Treasury subjected to its controls during the war period the activities
of . over 1500 Amerlcan 01tizens, principally Bundists and representatlves
of 1. G. Faroen and Gther German ‘interests. Their financial activities
during. tne entlre period . of the war wereé - cLosely screened and regulated,

Controls over unsat15¢actorypersons in the Unitea Ste;es-were ex-~
ercised through this .concept of "national". 1In the foreign field the
Proclalmed List was utilized. ™The Proclamation authorizing the issuance

-.of a llst of persons to be known as "The Proclaimed List of Certain

~Blocked.Nacionals” wasg promulgated on Julyl7, 1941,. shortly after the
freezing. of. Germany. ‘The list coneists of persons. who. are deemed to be
acting for the benefit of the-Axis powers. -In addition to making it

. unlawvful to export American goods to persons on the list, the Proclama-
+. ction provided that all persons on the .list should be treated as na-
‘~;;tionals of Germany for the purpose of" the free21ng controls.
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The list did not contain the names of any persons who were in the
United. States; nor did the list contain the names of any persons who
were in any of the enemy-occupied areas. The list operated as a means
of regulating, through the Treasury 1ree21ng ‘controls and through
other governmental controls of this country, the: financial and com-
mercial activities of individuals and firms in the neutral and other
countries who had been acting or were acting for the benefit of the
Axis powers. - -

At sorme later time you will nave, or p0831bly you already have had,
a2 lecture dealing w1th the Proclaimed List, so L merely degire to em-' -
phasize at this tlme that i7 a men's name, of a firm's name, wes included
on the Proclaimed List, that person was ireated as a national of Germany
for the purpose of-the freezing controls. All of -his asséets in the
United States were frozen. Financial transactions involving his property,
or which were for his benefit or on his behalf, reouired'Treesury license.

Thls system of governmental controls ‘over the property of blocked
countries and their nationals and over financial transactions involving
blocked nationals was in full operation at the time.of the formal -entry
of the United States into -the war, and was readily converted into a major
instrument of economic- and. financial warfare. During thé éntire war
periocd these free21ng controls remained the spearbead in thls GOVernment’s
program of financial and economic warfare.

The outbreak of war, of course, immediately made effective the re-
strictions against trade with the enemy, which are contained in Section
3(a) of the Trading with the Enemy Act. The responsibility of admin-
istering the licensing controls under this section was assigned to the
Secretary of the Treasury -and therealter'the Treasury integrated the
freezing controls with the restrlctlons against trade and communication
with the enemy by issuing General Ruling No. 1l. General Ruling 'No. 11
prescribed the basic regulatlons relating to trade or communlcatlon
Wlth enemy natlonals. ' e

This, document treated. lor tne first: tlme the concept of enemy na-
tionals. I realize we had many copcepts during the.war. Some of .them
“were rather confusing. For exemple, the Trading with the Enemy Act talks
“in terms of enemy. The freezing, Qrders talk inm terms of natlonals of
blocked countries.- General Ruling ﬂo ll talks in terms of enemy
nationals. .

The term “enemy national“ 'in certain respects, is broader than the

- definition of “enemy" contalned in Section 2 of the Trading with the

“=Enemy Act; but in other respects it is more limited. It was intended to
integrate the Ireezing controls with the Trading with the Enemy Act so
that we might have one system of control throughout the war.

Under the regulations, it was unlawful, in the absence of a Treasury
license, to carry on any trade or communication with an enehy national,
or to. effect any transaction which involved, directly or indirectly, any
trade or communication with an enemy naticnal. Not only persons in
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enemy territory were treated as enemy nationals, but all persons on the
Prociaimed List were. designated as enenmy nationals and any finencial,
cammercial, or business intercourse with them was sgtrictly forbidden.
Through the entire period of the war it not only was unlavful to com-
nmunicate in any way with & person in enemy territory, but the prohibition
applied also to persons whose names appeared on.the Proclaimed List.

It was-unlavful to-send them any kind of a communication of a business,
flnanclal, or commzrcial character.- :

To summarlze the controls: The Iinanclal .and prdpertv controls
exercised by the ‘Treasury, commonly known &s the freezing controls, in-
cluded not only regulatory cantrols over the property and financial
activities of foreign nationals. It included similar controls over
persons acting for.or on behalf ol foreign nationals. It also included
the examination and regulatlon of all trade and communication with the

enemy.

We might discuss for a moment the basic statutes under which the
Treasury Departiment and the Allen ?roperty Custodian are oneratlng.

The orlg;nal dxecutlve Order was 1ssued under the authorlty of Sec-
tion 5(b) of the Trading with the Ineny Act, and constituted the adaption
of a peacetime emergency provision to a waftlms purpose. There was soue
doubt as to whether Section 5(b) .of the Trading with the Eneny.Act per-."
mitted the type of restrictive action which was taken against foreign
nationals, and in order to make certain that no question as to the legal-
ity of the order could be raised, it was expressly ratified by Congress.
shortly after its issuance.

However the statute, by its terms, permitted only the prevention of
transactions. It was & statute which said that the President had the
authority to prohibit, and it was not suited to:ithe various exigencies:..of
economic warfare. .Consequently, after the outbreak of war, Section 5{b)
was amended by the First Var Powers Act of 1941, under which the Presi-
dent was. granted comprehensive authority to deal with the many prooleus
that. surround the ownership and contxrol of Iorelgn property. :

Section 5(b), as amended by Tltle JITI oi the First War Dowers Act
of 1941, is, couched in the broadest. of:language. It has become the kéy-
stone. of all flnan01al and nropertJ control measures during: Vorld Var II.

Sc thau you mlght see the breadth o10 the statute under wnlch we
operate; and the necesegity for exercising executive restraint in our:
operations, I will read:+to you the Iurst paragraph of the Act. - It is
very short. N

”During the time oi wax:.or during any: other period of national
emergency declared by the President, the President may, through any
egency that he may designate, or otherwise, and under such rules

.oland’ regulatlens #s'he may prescrlbe, by means 0¢ 1nstructlons,_
“llcenses, ‘or otherw1se--

a - .,.,. . : o \
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oo Minvestie ate, regulate, dlrect and’ compel nullliy, veid,
prevent or”prohibit, any acgquisition, holdLng, withholding;.
use, transfer, withdrawal, transportatlon, importation or ex+
portation of, or éealing in, or .exercising any right, power,
'or privilege with respect to; or transactions involving, any
property in which any foreign country or a national thereof
has any interest, by any person, or with respect toc any = .
property, subject to the Jjurisdiction of the United States;
end any property or .interest of any foreign country or national
thereof -shall vest,: when, as, and upon the terms, directed by
the President, in such agency or person as may be de91bnated
from time to time by the President, and upon such terms and
conditions dg8 the President may prescribe such interest or
property shall be held, used, administered, liquidated, sold,
or otherwise dealt with in the 1nterest of and for the benefit
of the United States."

Under that statute we_could do practically anything that had to be
done with respect to foreign property during the period of the war. - .

The Executive Order under vwhich the Treasury operated provided;‘in
effect, that the decisions of the Secretary of the Treasury,.within the
scope of his activities, would be iinal. They could not be reviewed by
any court, The order provided that "the decision of the Secretary with
respect to the ranting, denial or other disposition of an epplication
or license snall be final."” -

In this connection I would like to say that we tried to be very
careiul., Ve tried not to deprive any American citizen or any American
corpcration of his ‘gonstitutional rights. However, we considered ‘at
all times that the national interest was the interest that was requlred
to be served, and ws acted accordingly. -

Test cases were sterted in the courts dealing with the construction
of the freezing controls. All of these cases ended favorably on behalf
of the Govermment. One of the most famous cases vhich arcse was that
dealing with the purging of General Aniline & Film, when we. directed
that the entire former German management should be discharged. The
management was composed of American citizens, but we considered their
ties with the I. G. Farben group were sc close that it would not be -in
the national interest for their employment to continue. As & safeguard,’
to make sure that the productive capacity of that enterprise would be:
utilized ifor the best interests of the United States, vwe required General
Aniline & Film to discharge all of its top personnel. Suits were started
by some oi this personnel to recover back salary and wages, but the
courts held that the action which was taken vas justified under the
Trading w1th the Enenmy Act

I mlght discuss a few of the major freezing control measures which
vere adopted and which were carried on during the war, First and fore-
most, of course; was the severance of all financial and commercial inter-
course between the United States and the enemy countries and persons on
the Proclaimed List.
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, One ol the major obJectives of freezing controls has been to prevent
all trade and communication between persons subject to the jurisdiction
of the United States and persons in the enemy countries., In carrying
out this objJective, the Treasury has refused to grant any licenses
authorizing transactions which directly or indirectly involvs any com-
mercial, financial, or business communication witii the enemy. In addi-
tion, in cooperation with the State Department, the Treasury imposed
stendards of conduct upon American-controlled concerns in Latin America
and the neutral countries, prohibiting them from having any financial,
business, trade, or other dealings with persons or firms in enemy terri-
tory, or w*th persons or Tirms on the Proclalmed List. -

. The Treasury controls were closely 1ntegrated with the controls of
the 0ifice 0¢:Censorsh1p. Thousands of censorship dispatches eagch month
were studied and analyzed. Reports from the commercial attachds to the
State Department were also considered. In carrying out this objective
the underlying principle was that no contact with the enemy should be
permitted; except in those few isolated instances where it could be af-
firmatively shown that the transaction aided ‘the war effort of the
United Nations. 4

Under the provisions of the Trading with the Enemy Act the occupied
countries, of course, were treated as enemy countries. All persons’
within the occupied countries were treated as enemy nationals. As long
as these countries were occupied by Germany, the same tests were im-
posed. There could .be no communication with any area which was occupiled
by the enemy unless it could affirmatively be shown that the communica-
tion was in *urtherance of the war effort of the United States

As these areas were liberated the trading with the eneny controls
vere dropved, in so far as the areas were treated as enenmy- territory.
Communication with the area was permitted, ‘but the assets of these
countries continued to be Ifrozen under. the freezing order. However, as
soon a8 the liberated countries were able progressively to establish
their own controls, we progre551velJ lifted our controls.

So far as the liberated areas are concerned, at the present time
current transections with those countries can freely be effected. The
agsets of these countries which were in the United States prior to 1lib-
eration continue to be blocked, but we have put into effect a certifica-
tion procedure under vhich any particular asset may be "unblocked'- just
as soon as the government of" the liberated country certifies that 1t has
looked into the ownership of the assets and that it is satisfied that
the particular asset is not owned or controlled by persons within
Germany or Japen or the satellite enemy countries. Although, theoreti-
cally, the assets of the liberated countries still continue to be frozen,
it is within the power of the governments of these countries, such as
France, Holland or Belgium, to free their assets by certifying there is
no real eneny interest in those assets.

The second thing we were interested in, of course, during the war
was to make sure that no enemy assets disappeared from our control.



Duriag the course of thé war--and the situation remains at the present
time--the real eneny assets were strictly immobilized or sterilized. '
No transaciions were permitted in those assets except such transactions
as would- merely chénge the form ¢ the asset. IFor example, if the
esset consisted oi stock, we. permlttea the stock to be sold and we held
the proceeds of the stock in liew of the original asset. As far as

the Treasury was concerned, we would not permit any transiers of these
asséts. We have held them and will continue to keep them immobilized.
until the Al;en Property Custodian is ready to vest tnose assets in

the nawme.oi-the United States. :

The third thing that wve were 1vuer93ued in wvas’ to prevent the use
of *orelsn-ovned assets for the Dbenelit of the enemy and to regulate
the use ui these asseis so as to benerfit our own war eifort. The pri-
mary obJjective oi the freezing control was the financial gtrangulation
of the- enemy. Financial operations are basically necessary to the cor-
duct of a war. Ve all know that espionage, propaganda, and other sub-
versive activities notoriously are expensive and they can continue only
as long &8s, 1unds a¥e available. The purchase of critical war materials
outside enemy territory always requires rorelgn exchange, not only to
nay Tfor the merchandise but also to pay the cotmmissions and the salaries
oi the enenmy purcnaSIng agents. ' : -

We know that during 1917 and 1918 the Germans spent in excess of
27 million dollars for subversive activities. All such sums vere-made
available from foreign-owned assets in the United Stetes, During this
-war, however, evidences of Axis sabotage. and subversive activities in
the United States virtually have been nonexistent. In great_measure
this has %een due to the fact that we &id .have freezing controls both
orior to the war and all during the entire period of the war. The fact
that the saboteurs who landed on our coast irom an enemy. submarine
brought with them substantial sums of U. S. currency is indicative of
the effect;ve wvork that had been done in- erlno up. Axis sources of i~
nanclng in this countrj. v

The Treasury. accomplished this not by a mere passive immobiliza-
tion oi funds. It must be remembered that during the entire wartime
period the only property in the-United States which currently was being
Immobilized or sterilized, or which was being vested, wvas that known
to be enemy owmed or controlled. The funds of' the European neutrals
were blocked but they were permitted to be utlllzea for legitimate

- commercial transactLons.

In order to meke certain,'therefore,_that'the resources of the
neutral countries were not made available to the Axis, it was necessary
that transactions involving the transfer or the use oi these assets be
closely scrutinized. Although the Treasury avoided undue Iinterference
with innocent financial and cominercial transactions by the issuance oi
board general and blanket licenses covering transactions which we con-
sidered to be saie, nevertheless thousands of transactions involving
the use of blocked funds were examined every month. The tests applied
in transactions involving ioreign nationals or involving foreign funds



é{weré‘always thg'séme WOuld the . transaction in any vay benelit the

-‘ﬂf enemy? - ‘Are the funds 4nvolved enemy or looted funds? Are the parties

,saxisfactory? Finally,‘W1ll the transaction aid our own war effort?

If, aiter we applied those tests, we found thet the transaction wae not
. detrimental to our interests, it vas permitted. If we found that the
transaction was detrimental to the interest of the-United Soates, the
applicatlon to effect the transaction was denied

- In examlnlnb appllcatlons we had the benefit of the hundreds of
thousands of censorship” intercepts, the berefit of the "Intelligence
services of the entire Government, and we used this information to the
utmost. By reason of the fact that we always were using confidential
material it was impossible in many cases to tell & person who applied

. for a license and vho had the application denied why we denied the

;iipapplicatlon. All we could possibly tell him was that the transaction
.vaa- contrary to the policy of the United States, Now'that the war is

over, when applications for licenses are applied for,.we are able to
give a more explicit statement of our reasons when we do deny an ap-
plication. During the entire period of the war I would say we denied
approximately 20 percent of all appllcatlonc fbr licenses vhich vere
filed wlth the Treasury.

The controls whlch were exerclsed by this Government were rendered
more important by reason of the fact that the United States by the time
of the war had become the findncial center: of the world. Because the
dollaxr was generally considered the strongest currency, it was the
medium of exchange most widely used in international tranmsactions.. By
denying to the enemy the use of the financial facilities of the United
States; a crippling blov could, and was dealt to them.. Foreign ex-
change transactions were scrutinized, first, to determine in which of
meny ways & private .transaction, initiated for private gain, might be

" turned to “rurtrul use in fighting the war, and,, second, 'to meke sure

" that the enemy would not benefit.

o In this connectlon, vhen I’ vas in Japan I ran intoa document

" 'which was prepared by the Japanese government which disclosed the im-
pact of the ;reezing controls upon the operations of the Japanese
government prior to the ver, The document went into. considerable de-
"tail in disclosing that when we froze Japanese assets on July 26, lohl,
not only did we shut off ‘the American markets from Japan but, as the
result of owr freezing controls, we virtuaslly stopped transactlons from
South America. We also demorallzed the situation as far as Indo~China
and. Thailand were concerned.’ South America rerused to ship any goods
to Japan unless they were paid for in dollars, Jqpan was unable to
get, any dollars because of the freezing controls. Agreements: with
Indo-Chine and Thalland provided that. there should be & monthly ac-
countlng in dollérs. As soon as the Treezing controls were initiated
the Japanese government was unable to meke monthly Settlements in dol-
lars and there was a period of about two and a half months durlng :
vhich no goods were being shipped from Indo-Chlna or Thailand to Japan
until uhej finally made other financial errangeménts.



The countries involved, of course, all refused to take yen for
their merchandise and it was necessary for Japan to start using up its
extremely small supply of gold end other foreign exchange. I examined
the records of the Yokohama Specie Bank when I was in Japan and was
amazed to find that the Yokohame' Specie Bank, which was the foreign
exchange control agency in Japan, had in 1its possession less than
$25,000 of U. S. currency. That is how close the barrel had been
scraped for foreign exchange by the time that the war was over.

Of course, the. vast majority of the transactions sought tc be ef-
fected through the use of the financial facilities of this country were
not incensistent with our national interest. 1Indeed, many of these
transactions were turned to affirmative advantage through the use of
the freezing controls.  One of the great needs of this country, for
- example, in the conduct of the war was foreign exchange, particularly
in the currency of the European neutrals. It has been possible, through
the effective application of the freezing regulations, to meke normal
financial transactions between the United States and the four neutrals
produce & fair portion of the foreign exchange that this Government
needed, and to keep the market walue of such currencles, 1n relatlon
to the dollar, at xair levels. S

NG The restrlctlons imposed by the freezing regulations drastically
. -impeded the enemy in its efforisto secure much-needed foreign exchange.
“Transactions involving hundreds of millions of dollars for the benefit
~of the Axis in Latin America and the Furopeéan neutral countries had
been prevented. The success -of the measures undertaken by this Govern-
ment is indicated by the fact that in Spain, Switzerland, and Portugal
the Axis countries had accumulated huge debit balances, and they were
having increasing difficulty in exporting supplies from these countries.
~ The Axisiwas unable to compete with the U. S. representatives in
bidding fer. critical war materials in the neutral countries. They were
forced to sell vital materlals of their own 1n order to acquire foreign
exchange.i iR

O; course, we also were interested 1n preventing the use:of looted
assets for the benefit of cur enemnies. VWe had imposéd import controls
even before the war -to make sure that the American merkets would not be
“utilized for -the sale of looted securities. lle imposed currency controls
for the purpose of driving down the value of the U, S. dollar in the
_ occupled liberated. and neutral countries during the period of the war.
It was the one case. in the history of -the United Sbates where we delib-
erately attempted to drive down the value of the U. S. dollar outside
the United States:: We know that prior to the war ‘there were llterally
_hupdreds of millions of U. S. dollars circulating in foreign areas,

We had good reason to believe that a large amount of these dollars had
come into the possession of the Germans when they invaded France,
Belgium, and Holland particularly. We knew that the Germans were going
to use these dollars for foreign exchange purposesand our interest in
driving down the value of the dollar was to reduce the value of those
dollars as foreign exchenge, as fer as the enemy was concerned.

At one time it was prohibited to bring in any dollars from foreign
areas into the United States, Any dollars which were bdbrought in, except
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by members of the Armed Forces, had to be delivered to & Federal Reserve
Bank. They were held there until the possession and owmership of the
dollars was disclosed. We have now been able to relax our control in
that respect. It is now possible to bring in, or take out from the .
country, U. S. currency in denominations.of $20.00 or less. 3But we

have not been able to lift our restrictions on the big bills. It still
is unlawiul for any person to bring in with him any :$50.00 bills, or
bills of higher denomination, unless he delivers those bills to a
Federal Reserve Bank for examination. I might also. add here that the

- eyamination is very strict and detalled. We do not permit the release
of the bills-or: securities unless we are sxtremely well catisfied that
the chain of ownership has been. establlished and that the chain of ‘ovmer-
ship does not disclose.a looted interest or an eneny interest.

With respect to the treatment of enemy property in the United '
States, in July, 1942, the President issued Executive Order No. 9193,
allocating functions under the Trading with the Enemy Act to the
Alien Property Custodian and the residue of the functions to the
Secretary of the Treasury. The functions of the Alien Property Custo-
dian primarily are to vest and control the German and Japanese . assets
in the United States. It is the announced -policy of the United States-- |
a policy announced by the President of the United States--that we are
going to eliminate completely German and Japanese economic resources
in the Unlted States.

It is the ‘intention of this Government to vest, on behalf. of the
United States, all Germean and Japanese property in this country. The
Executive branch of the Government has ammounced that in so far as it
is concerned it will not propose to Congress the return .of any of that ~
property to its former owners. You will all recall that following
World War I the majority of German and enemy property was returned to
its former owners. At one time the property was held here simply as-a
pledge for the purpose, of making sure that American claims were paid;
but eventually, by the Var Settlements Act of 1929, I believe, 80 per- -
cent of all German property was returned to its former owners.

It is the intention of the Exegutive branch of the Government, I -
repeat, that at the conclusion of this wear none of that property will
be returned to its former owners, snd that the United States Government
will not pay any compensation to its former owners for their property.
These owners will have to look to the German and Japanese governments
for compensation; they will not recelve anJ compensatlon from us.

Of courss, the ‘question as to vhat is eventually going to- happen
to enemy proverty in the United States dis not up to the Executive
branch of the Government. That is up to Congress. But the Alien .
Property Custodian, the State Department and the Treasury Department-
are all in egrecment that at the appropriate time they will recommend

to the Congress that the property be not returned and that no compen-
sation be paid.

As far as enemy property is concerned, the Treasury Department .
8till continues to exsercise the Treezing controls. We keep the prop—».
erty immobilized through the freezlng controls. Wien the Alien Propgrty
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- Custodian has completed his investigatién and determines that a particu-

lar piece of property-is-German- or- Japanese-owned, le vests the property
and then.the Treasury Department releases its control in so far-as that
yroperty is concerned. So that you can seé there is no overlapping
between the iunctions of the Alien Property Custodian and the Treasury
Department. They are closely integrated and part of an overall program
which is being imposed by the United Snates Governmsnt

At the present time the Treasury, now that the shooting war is over,
is engaged in relaxing the great majority of its controls. Howsver, in
. 8c fTar. as Germany and Japan are concerned, thesé areas are still regarded
~.as enemy territory under the freezing controls. Communication with those
areas continues to be proiibited, except communications with members of
the Armed Forces.,

The purpose of maintaining controls at this time is in order to
assist the theater commanders in whatever programs they desire to im-
pose on Germany and Japan. Vhen the Allied Control Council in Germany
"is ready to take over certain ' controls and feels it is ready to have
--comunications with the United States or certain types of transactions
~.»with the United States, the Treasury will then relax its controlo. The

-same situation exists with respect to Japan.

In elzect, what we are doing at tae present tins; as far as the
eneny &areas are ccncerned, is merely holding the line. Ve are holding
.. the line until the theater commanders are in shape to take over the
entire Jjob. We simply use our controls so as to make it easier for
him to operate. The entire purpose of maintaining freezing controls
--in the enemy countries at the present time is for the purpose of im-
plementing the controls in the theater. As far as the neutral coun-
tries are concerned, we are maintaining our controls at the present
. time. prlmarily to insure that enemy assets wlll not be released.

The freezing controls are one of the blggest “chips" the United

States has in connection with its negotiations with Sweden, Spain,
and the other neutral countries. Vhat we are primarily interested
. in is making sure that the neutral governments disclose to us exactly
. what German property there is in the United States that is being held

- through neutiral nations. We also are very much interested in making
sure that the neutral countries also disclose to the occupying author-
‘ities in Germany and in Jeapan exactly what German and Japanese assets
there are in those countries, ‘

I think that covers the subject very generally. If you have any
questions that I can answer, I will be glad to try.

. COLONEL BROUN
I thlnh possibly you can clear up somethlng for me. In April.l9h0
we froze assets of Denmark and Norway in this country. We did not Treeze

the German and Italian assets in this country until over a year later
Just what were the considerations involved there?
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MR, AIK:

You know, Colonel, what the situation was back in April 1940, You
know what the public sentiment was at that time. The freezing of German
and Italian assets in 1940 would have been treated by a large segment .
of the Americen population as being an act of undeclared .war against
Germany. I do not feel the country was prepared for any such action at
that time. ' : o e '

At the time we froze Danish and Norvegian assets the Treasury
had prepared an Executive Order under which the assets of all the
European countries were frozen. It was decided, as & matter of national
policy, w& could not go ahead with that program., It was, however, felt
that it vas the traditiocnal policy of the United States to insure a
salf'e haven for the assets of satisfactory people; that we could go ahead
on & program to insure that the Norwegian and. Danish assets which were
located in this country would not fall into the hdhds of the enemy.

Colonel, it was purely a questlon of tlmlng and it was felt we
were not ready for it.

A STUDENT:

- Sir, I was interested in this General Aniline & Film matter. Just
how &id the Allen Property Custodian it into the picture?

<T‘MR. ALK:

Yell; there are two ways the Alien Preperty Custodian can operate:
he can either seize the assels themselves on the ground they are enemy-
owned or controlled or else, in the case of & corporation, he can seize
the stock of the corporation and thus exsrciseé control through the
corporate structure.

. ‘that the Alien Property Custodian did with respect to General Aniline
& Tilm, was seize the stock interest. He required General Aniline & Film
. Yo cancel the old certificates and to issue nev certificates to him. The
" Alien Property Custodian solected the board of ‘directors at General Ani-
.. "line & Film. Xver since the early pert of 1942, the board of directors
" of General Aniline & Film has been” designated bv the Alien vroperty Cus-
todian., The.plant is really owmed by the Uhlted States.; ..

A STUDENT:

You w~lL recall under tne prov151ons of Section 9 of the ‘Selective
Service Order & -- ;

MR, ALK (interposing):
Oh; no. It was done under the provisions of the Trading with the

Enemy Act. It was under the provisions of Section 5(b) of the Trading
with the Inemy Act.
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A STUDENT: i

How are the asseté of internees, men who were interned in the.
eneny countries, handled in this country? For instence, if a family .
is interned in Germany and they had considerable holdings in thls
country, were those assets frozen or seized?

MR, AIK:

If a man was in a country which was blocked under the freezing
order; his assets .automatically were blocked. However, in the casge of
persons who were interned or in c¢oncentration camps, if they had.friends
or relatives in the. United States who had a Power of Attorney or. other
suthority to manage or operate their property, we issued broad licenses
which permitted almost unrestricted operations in the United States.

The only safeguards we imposed were designed to make sure they would
not succumb to any ransom threat, or anything of that kind.

As the war was over and as the persons were released from intern-
ment, 1f they were American citizens their prcperty was auntomatically
unblocked; 1f they were not, on the basis of specific applications, we
would examine the facts. If we were satisfied that the person actually
had not been assisting the German government, we then were prepared to .
issue liberal licenses covering their property. L .

COLONEL BROWN:
Any further questions?
A STUDENT:

Would you tell me a little bit more about the frozen funds of in-
dividuals and firms on the Proclaimed List in neutral countries, partic-
ularly South America, who were not nationals of Germany but who were
classed as such because they were occupying Germany. Vhat percentage
have been turned back? Vhat is the status of those .funds-now? '

MR, AIK:
The Proclaimed List is still in existence. o

During the course of the war we had to act on suspicion in a great
many cases, That is, if it was a question of putting & concern cn or
leaving them off; the concern was put on the List. The doubtful cases
were always resolved in favor of putting the concern on the Proclaimed
Ligt. A8 soon.as Germany capitulated an effort was made by this ‘
Government, together with the British government (they have the Statu-
tory Llst), to weed out the names wlth respect to which the evidence
was not conclusive. : ‘

We hope the Proclaimed List will continue for some time, The
Treasury, of course, is not the only agency which is interested in the
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matter. As to vhat is the future of the List, that is problematical.
The Proclaimed List has been reduced considerably; it will be reduced
considerably in the future.

COLONEL BROVI:
Any questions by our visitors? (No response)
Any questions by our Faculty?

COLCIEL FAIRCHILD:

For people who went into Mexico it was necessary to change all their
currency over, as I recall, into $2.00 bills. Vhat was the effectiveness
of that scheme in preventing money coming in through Mexico?

MR. ALK:

It was extremely effective. The controls which were imposed on the
Mexican Border were exercised very carefully. The reason why we permitted
$2.00 bills to circulate was because of the fact that there were extremely
few $2.00 bills in Furope. Ve knew that that was the one denomination
which had not fallen into the possession of the enemy. In view of the
fact that the Mexican govermment at that time had very little control
over the importation of currency in Mexico, we imposed the controls at
the Border. While it was operating, I think we could say it operated
very effectively. dJust as soon as Germany was defeated; and inasmuch as
Mexico had by that time imposed certain controls of its own, we lifted
our contrecls at the Border. There are no controls at the present time.

COLONEL BIIOWN:

Mr. Alk--we will quit calling you "Mister" and refer to you as
"Doctor Alk'--that was certainly an illuminating discourse on the control
of foreign funds, as far as I, personally, am concerned. .I have an idea,
even as far as the Class is concerned, it was quite illuminating. I
know the Class will join with me in thanking you for this excellent
lecture.

I am sure that while we have asked all the general questions you
will still find there are many questions in the back of our minds. Now
we have a committee here, particularly, on economic warfare. I am sure
some oOFf the members of that committee will be wanting to get in contact
with you, or some of your assistants, to find out some further details.
I hope you will be kind enough, for our sakes, to furnish that informa-
tion to them when they call for it.

On behalf of the Commandent, I wish to thank you for coming here
this morning.

o0¢
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